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NOTES TO FINANCIAL STATEMENTS  

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
A. Accounting Practices 

  
Standard Insurance Company (the “Company”) is a stock life insurance company domiciled in the State of Oregon and 
licensed to do business in all states except for New York. The Company is also licensed in the District of Columbia, and 
the U.S. territories of Guam and the Virgin Islands. The Company markets group life and accidental death and 
dismemberment insurance, group and individual accident and health insurance products, group dental and group vision 
insurance, and group and individual annuity products through brokers and its own representatives. 
 
The accompanying statutory basis financial statements of the Company have been prepared in conformity with accounting 
practices prescribed or permitted by the Oregon Department of Consumer and Business Services—Insurance Division 
(“Oregon Insurance Division”). Only statutory accounting practices so prescribed or permitted by the Oregon Insurance 
Division can be used in determining and reporting the financial condition and results of operations of an insurance 
company under Oregon Insurance Law. 
 
The National Association of Insurance Commissioners’ (“NAIC”) Accounting Practices and Procedures Manual, (“NAIC 
SAP”), including the Statements of Statutory Accounting Principles (“SSAP”) as updated by the NAIC, have been 
adopted by the Oregon Insurance Division as a component of prescribed or permitted accounting practices under Oregon 
Insurance Division Bulletin INS 2007-5. The Oregon Insurance Division has not adopted accounting practices that differ 
from NAIC SAP. 
 
A reconciliation of the Company’s net income and surplus between NAIC SAP and practices prescribed and permitted by 
the State of Oregon is shown below: 

 

    
(In thousands)  

State of 
Domicile   

September 30, 
2013   

December 31, 
2012 

                                         
    NET INCOME                
                                         

  (1) Standard Insurance Company state basis (Page 4, Line 35, Columns 1 & 
3)  Oregon   $ 121,952   $ 125,373 

                                         
  (2) State Prescribed Practices that increase/(decrease) NAIC SAP:  Oregon     -     - 

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

                     
  (4) NAIC SAP        (1-2-3=4)  Oregon   $ 121,952   $ 125,373 

                                             SURPLUS                
                                         

  (5) Standard Insurance Company state basis (Page 3, Line 38, Columns 1 & 
2)  Oregon   $ 1,224,958   $ 1,190,266 

                                         
  (6) State Prescribed Practices that increase/(decrease) NAIC SAP:  Oregon     -     - 

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

                     
  (8) NAIC SAP        (5-6-7=8)  Oregon   $ 1,224,958   $ 1,190,266 

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

No significant change 
 

C. Accounting Policy 
 
 No significant change 

 
2. ACCOUNTING CHANGES AND CORRECTION OF ERRORS 

 
Accounting Changes 
 
At September 30, 2013, the Company changed its method of calculating unearned premium reserves on individual disability 
policies from the valuation gross modal unearned premium reserve to the valuation net modal premium reserve. The change in 
valuation basis resulted in a decrease of reserves of $7.0 million. The cumulative effect of the change as of January 1, 2013, 
was reported as a surplus adjustment on Summary of Operations Page 4 Line 43. 
 
On January 1, 2013, the Company adopted SSAP No. 92, Accounting for Postretirement Benefits Other than Pensions (“SSAP 
No. 92”). SSAP No. 92 applies to all postretirement benefits expected to be provided by an employer to current and former 
employees (including retirees, disabled employees, and other former employees who are expected to receive postretirement 
benefits pursuant to the terms of an employer’s undertaking to provide those benefits). SSAP No. 92 changed statutory 
accounting standards by reporting an asset or liability for the funded status when comparing the accumulated benefit 
obligation to the plan assets at fair value and by including the prior service cost for non-vested employees not previously 
recognized in the net postretirement benefit cost. The transition options to recognize the effect of adopting the new standard 
involve either recognizing the surplus impact immediately with no deferral or defer the surplus impact over a period not 
exceeding ten years, in accordance with the transition guidelines. The Company elected to recognize the surplus impact 
immediately with no deferral. The adoption of SSAP No. 92 decreased Page 3 Line 25, Aggregate write-ins for liabilities, by 
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$6.6 million and increased Page 4 Line 49, Cumulative effect of changes in accounting principles, by $4.3 million and 
increase Page 4 Line 40, Change in net deferred income tax, by $2.3 million for the first nine months of 2013. 
 
On January 1, 2013, the Company adopted SSAP No. 102, Accounting for Pensions, A Replacement of SSAP No. 89 (“SSAP 
No. 102”). SSAP No. 102 changed statutory accounting standards by reporting an asset or liability for the funded status when 
comparing the projected benefit obligation to the plan assets at fair value and by including non-vested employees in the 
service cost calculation. The adoption of SSAP No. 102; 

-increased Page 4 Line 41, Change in nonadmitted assets, by $3.8 million 
-decreased Page 4 Line 53, Aggregate write-ins for gains and losses in surplus, by $2.7 million 
-decreased Page 4 Line 49, Cumulative effect of changes in accounting principles, by $0.7 million, and  
-decreased Page 4 Line 40, Change in net deferred income tax, by $0.4 million. 

For the first nine months of 2013 the total change to surplus was zero. 
 
On January 1, 2013, the Company adopted SSAP No. 103, Accounting for Transfers and Servicing of Financial Assets and 
Extinguishments of Liabilities (“SSAP No. 103”). Statutory accounting principles are established for transfers and servicing of 
financial assets, including asset securitizations and securitizations of policy acquisition costs, extinguishments of liabilities, 
repurchase agreements, repurchase financing and reverse repurchase agreements that are consistent with the Statutory 
Accounting Principles Statement of Concepts and Statutory Hierarchy. It is necessary to determine whether a transferor has 
surrendered control over transferred financial assets. The determination must consider the transferor’s continuing involvement 
in the transferred financial assets and requires the use of judgment that must consider all arrangements or agreements made 
contemporaneously with, or in contemplation of, the transfer, even if they were not entered into at the time of the transfer. 
SSAP No. 103 documents the conditions that must be met for a transfer of an entire financial asset, a group of entire financial 
assets, or a participating interest in an entire financial asset in which the transferor surrenders control over those financial 
assets to be accounted for as a sale. There was no significant change to the Company upon the adoption of SSAP No. 103. 

  
On January 1, 2013, the Company adopted the revisions to SSAP No. 36, Troubled Debt Restructuring (“SSAP No. 36”). The 
definition of a troubled debt restructuring (“TDR”) requires the creditor to conclude that the restructuring constitutes a 
concession and that the debtor is experiencing financial difficulties. The creditor cannot use the borrower’s effective interest 
rate test in its evaluation of whether a restructuring is a TDR. There was no significant change to the Company upon adoption 
of the revisions to SSAP No. 36. 
 
Corrections of Errors 
 
No significant change 

 
3. BUSINESS COMBINATIONS AND GOODWILL  
 

Not applicable 
 
4. DISCONTINUED OPERATIONS 

 
None 

 
5. INVESTMENTS 
 
 The Company had net realized capital gains of $12.9 million and $16.8 million attributable to disposal of bonds at September 

30, 2013 and December 31, 2012, respectively. 
  

A. Mortgage Loans, including Mezzanine Real Estate Loans 
 
As of September 30, 2013 the Company had net realized capital losses of $6.8 million attributable to disposal of mortgage 
loans. 

  
B. Debt Restructuring 

 
As of September 30, 2013 the Company held mortgage loans in good standing with restructured terms totaling $45.1 
million. 

 
C. Reverse Mortgages 

 
Not applicable 
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D. Loan-Backed Securities 
 
(1) No significant change 
(2) No significant change 
(3) No significant change 
(4) No significant change 
(5) No significant change 

 
E. Repurchase Agreements and/or Securities Lending Transactions 
  

Not applicable 
 

F. Real Estate 
  

No significant change 
 

G. Low Income Housing Tax Credits 
  

No significant change 
 
6. JOINT VENTURES, PARTNERSHIPS AND LIMITED LIABILITY COMPANIES 
  
 No significant change 
 
7. INVESTMENT INCOME 
 
 No significant change 
 
8. DERIVATIVE INSTRUMENTS 

 
A. The structure of the Company’s derivative transactions limits the Company’s exposure to counterparty non-performance. 

The Company further limits its exposure by transacting with counterparties with high credit ratings. 
 
B. The Company sells equity-indexed annuities, which permit the holder to elect an interest rate return or an indexed return, 

where interest credited to the contracts is based on the performance of the Standard and Poor’s (“S&P”) 500 index, 
subject to an upper limit or cap and minimum guarantees. Policyholders may elect to rebalance between interest crediting 
options at renewal dates annually. At each renewal date, the Company has the opportunity to re-price the indexed 
component by changing the cap, subject to minimum guarantees. The Company purchases S&P 500 index call spread 
options in conjunction with its sales of indexed annuities. These investments are highly correlated to the portfolio 
allocation decisions of its policyholders, such that the Company is economically hedged with respect to index-based 
interest rate guarantees for the current reset period. 

 
C. The Company’s derivative instruments do not qualify for hedge accounting and are accounted for at fair value with the 

related changes in fair values recorded as unrealized capital gains or losses. 
 
D. The Company’s net unrealized capital gains from derivatives were $6.8 million and $4.3 million at September 30, 2013 

and December 31, 2012, respectively. 
 
E. The Company held no derivatives that qualified for hedge accounting. 
 
F. The Company held no derivatives that qualified as cash flow hedges. 

 
9. INCOME TAXES 

  
No significant change 

 
10. INFORMATION CONCERNING PARENT, SUBSIDIARIES AND AFFILIATES AND OTHER RELATED PARTIES 

 
A., B. &  
C. The Company purchases mortgage loans originated by its affiliate, StanCorp Mortgage Investors, LLC (“SMI”). 

Total mortgage loans purchased from SMI at fair value during the first nine months of 2013 were $1.02 billion. 
Mortgage loans sold to SMI at fair value during the first nine months of 2013 were $12.5 million. 

 
The Company sold mortgage loans at fair value to its affiliate, The Standard Life Insurance Company of New York, 
during the first nine months of 2013 in the amount of $16.3 million. 
 
The Company sold mortgage loans at fair value to its affiliate, StanCorp Real Estate, LLC, during the first nine 
months of 2013 in the amount of $4.9 million. 
 
In March and June 2013 the Company distributed extraordinary cash dividends of $30.0 million each period to its 
parent, StanCorp Financial Group, Inc. (“StanCorp”). 
 
In September 2013 the Company distributed an ordinary cash dividend of $30.0 million to StanCorp. 
 
In March, June and September 2013 the Company distributed approved interest payments of $3.3 million each period 
for its subordinated surplus note to StanCorp. 
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D.      The Company reported the following amounts due to (from) its parent and affiliates: 
                                    

        (In thousands)   
September 30, 

2013   
December 31, 

2012 
                                              StanCorp Financial Group, Inc.   $ 2,967   $ 1,113 

        StanCorp Investment Advisers, Inc.     588     47 
        Standard Retirement Services, Inc.     472     165 
        StanCorp Real Estate, LLC     317     33 
        StanCorp Equities, Inc.     313     573 
        The Standard Life Insurance Company of New York     208     201 
        StanCorp Mortgage Investors, LLC     (1,974)    (2,881)
        Adaptu, LLC     -     7 
        $ 2,891   $ (742)
                                  
    All amounts due to or from the Company and its parent and affiliates are generally settled monthly and accrue 

interest if not settled within 30 days. For the intercompany tax agreement, amounts are generally settled within 90 
days after the tax return is filed and accrue interest if not settled. 

    
    

 
11. DEBT 

  
No significant change 

 
12. RETIREMENT PLANS, DEFERRED COMPENSATION, POSTEMPLOYEMENT BENEFITS AND COMPENSATED 

ABSENCES AND OTHER POSTRETIREMENT BENEFIT PLANS 
  
A. Defined Benefit Plan  

 
In December 2012, the sponsorship for the home office plan changed from the Company to StanCorp. As such the 
Company only participates in the home office plan and is not directly liable for obligations under the home office plan. 
 
The Company sponsors and administers a postretirement benefit plan that includes medical, prescription drug benefits and 
group term life insurance. Eligible retirees are required to contribute specified amounts for medical and prescription drug 
benefits that are determined periodically and are based on retirees’ length of service and age at retirement. Participation in 
the postretirement benefit plan is limited to employees who had reached the age of 40, or whose combined age and length 
of service was equal to or greater than 45 years as of January 1, 2006. This plan is closed to new participants. In 2012, the 
postretirement benefit plan was amended to reduce future benefits to plan participants that were either not eligible to or 
chose not to retire on or before July 1, 2013. The 2012 amendment did not affect future benefits for employees who were 
retired as of July 1, 2013. In addition, as of December 31, 2011, the group term life insurance benefit was curtailed for 
plan participants who were not retired at December 31, 2011. 

 
  (6) Components of net periodic benefit cost 

                          Pension Benefits   Postretirement Benefits   

Postemployment 
& Compensated 
Absence Benefits 

    (In thousands) 2013   2012    2013   2012    2013   2012  
                                                                    a. Service cost $ 12   $ 16   $ 1,416   $ 1,888   $ -   $ - 

    b. Interest cost   403     612     801     1,068     -     - 
        c. Expected return on plan assets   (558)    (787)    (643)    (858)    -     - 

    d. Transition asset or obligation   -     -     -     -     -     - 
e. Gains and losses   153     169     -     -     -     - 

        f. Prior service cost or credit   -     -     (167)    (222)    -     - 
    g. Gain or loss recognized due to a 

settlement or curtailment 
                                  

          -     -     -     -     -     - 
h. Total net periodic benefit cost $ 10   $ 10   $ 1,407   $ 1,876   $ -   $ - 

 
B. Defined Contribution Plan 
 

Substantially all eligible employees are covered by a qualified deferred compensation plan under which a portion of the 
employee contribution is matched. Non-elective employer contributions made to the existing deferred compensation plan 
are intended in lieu of participation in the Company’s defined benefit pension plan. The Company’s contributions to the 
deferred compensation plan were $8.0 million for the first nine months of 2013. 
 
Eligible executive officers are covered by a non-qualified supplemental retirement plan. The unfunded status of the plan 
was $32.9 million as of September 30, 2013. Expenses related to the non-qualified supplemental retirement plan were 
$2.3 million for the first nine months of 2013. 
 
Eligible executive officers, directors, agents and group producers may participate in one of several non-qualified deferred 
compensation plans under which a portion of the deferred compensation may be matched. The liability for the non-
qualified deferred compensation plans was $11.4 million at September 30, 2013. 
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13. CAPTIAL AND SURPLUS, SHAREHOLDERS’ DIVIDEND RESTRICTIONS AND QUASI-REORGANIZATIONS 
 
 No significant change 
 
14. CONTINGENCIES 
 

The Company has commitments to contribute equity capital to fund partnership investments totaling $48.8 million as of 
September 30, 2013. The contributions are payable on demand. 

 
In the normal course of business, the Company is involved in various legal actions and other state and federal proceedings. A 
number of actions or proceedings were pending at September 30, 2013. In some instances, lawsuits include claims for punitive 
damages and similar types of relief in unspecified or substantial amounts, in addition to amounts for alleged contractual 
liability or other compensatory damages. In the opinion of management, the ultimate liability, if any, arising from the actions 
or proceedings is not expected to have a material effect on the Company’s business, financial position, results of operations or 
cash flows. 

 
15. LEASES 

  
No significant change 

 
16. INFORMATION ABOUT FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK AND FINANCIAL 

INSTRUMENTS WITH CONCENTRATIONS OF CREDIT RISK 
  
No significant change. 

 
17. SALE, TRANSFER AND SERVICING OF FINANCIAL ASSETS AND EXTINGUISHMENTS OF LIABILITIES 
 

A. Transfers of Receivables Reported as Sales 
 

Not applicable 
 

B. Transfer and Servicing of Financial Assets 
 

Not applicable 
 

C. Wash Sales 
 

  (1) In the course of the Company's asset management, securities may be sold and reacquired within 30 days of the sale 
date to enhance the Company's yield on its investment portfolio.         

 
    (2)   No wash sales of securities rated NAIC designation of 3 or below, or unrated occurred during the quarter ended 

September 30, 2013.         
 
18. GAIN OR LOSS TO THE REPORTING ENTITY FROM UNINSURED PLANS AND THE UNINSURED PORTION OF 

PARTIALLY INSURED PLANS 
 
No significant change 

 
19. DIRECT PREMIUM WRITTEN/PRODUCED BY MANAGING GENERAL AGENTS/THIRD PARTY 

ADMINISTRATORS 
 
No significant change 
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20. FAIR VALUE 
 

A. Assets and liabilities measured and recorded at fair value in the statutory statements of admitted assets, liabilities and 
capital and surplus are subject to additional disclosures. These disclosure requirements apply only to those financial assets 
and liabilities measured at estimated fair value at the end of the reporting period. These financial assets and liabilities 
include Separate account assets, derivative assets and liabilities for Index-based Interest Guarantees and certain bond and 
mortgage loans when estimated fair value is lower than amortized cost at the reporting date. 

  (1)   Fair Value Measurements at September 30, 2013                       
                                              

        
Description for each class of asset or liability 
(In thousands) (Level 1)   (Level 2)   (Level 3)   Total 

                                                    a. Assets at fair value                       
      Perpetual Preferred stock                       
          Industrial and Misc $ -   $ -   $ -   $ - 
          Parent, Subsidiaries and Affiliates   -     -     -     - 
              Total Perpetual Preferred Stocks $ -   $ -   $ -   $ - 
                                                  Bonds                       
          U.S. Governments $ -   $ -   $ -   $ - 
          Industrial and Misc   -     10,348     821     11,169 
          Hybrid Securities   -     -     -     - 
          Parent, Subsidiaries and Affiliates   -     -     -     - 
              Total Bonds $ -   $ 10,348   $ 821   $ 11,169 
                                                  Common Stock                       
          Industrial and Misc $ -   $ -   $ -   $ - 
          Parent, Subsidiaries and Affiliates   -     -     -     - 
              Total Common Stocks $ -   $ -   $ -   $ - 
                                                  Mortgage Loans                       
          Commercial $ -   $ -   $ 24,022   $ 24,022 
              Total Mortgage Loans $ -   $ -   $ 24,022   $ 24,022 
                                                  Derivative assets                       
          Interest rate contracts $ -   $ -   $ -   $ - 
          Foreign exchange contracts   -     -     -     - 
          Credit contracts   -     -     -     - 
          Commodity futures contracts   -     -     -     - 
          Commodity forward contracts   -     -     -     - 
          S&P 500 Index options   -     -     14,149     14,149 
              Total Derivatives $ -   $ -   $ 14,149   $ 14,149 
                                            
      Separate account assets $ 5,861,302   $ 148,747   $ -   $ 6,010,049 
      Total assets at fair value $ 5,861,302   $ 159,095   $ 38,992   $ 6,059,389 

                                                    b. Liabilities at fair value                       
      Indexed-based Interest Guarantees $ -   $ -   $ 64,742   $ 64,742 
                                          
      Total liabilities at fair value $ -   $ -   $ 64,742   $ 64,742 

 
  (2) Fair Value Measurements categorized within Level 3 of the Fair Value Hierarchy on a recurring basis 
                                              

    

    
 
(In thousands) 

Balance as 
of July 1, 2013 

Transfers 
into 

Level 3 

Transfers 
out of 

Level 3 

Total 
gains and 
(losses) 

included 
in Net 

Income 

Total 
gains and 
(losses) 

included 
in Surplus Purchases Issuances Sales Settlements 

Balance for 
September 30, 

2013 

        a. Assets:                         

            Derivative                         

            S&P 500 Index options $ 13,742  -  -  318  2,207  2,200  -  -  (4,318) $ 14,149  

            Total Assets $ 13,742  -  -  318  2,207  2,200  -  -  (4,318) $ 14,149  

        b. Liabilities                         

            
Index-based Interest 
Guarantees 

                        

            $ 62,647  -  -  1,563  -  -  1,437  -  (905) $ 64,742  

            Total Liabilities $ 62,647  -  -  1,563  -  -  1,437  -  (905) $ 64,742  

 
                                    

  (3) The Company recognizes transfers between fair value levels at the end of the reporting period. Thirty-six 
commercial mortgage loans were measured for impairment and transferred into Level 3 during the first nine months 
of 2013. Twenty commercial mortgage loan impairments were transferred out of Level 3 during the first nine months 
of 2013. 

    
    
    

 
(4) Valuation techniques and inputs used in the fair value measurement for assets and liabilities.  

 Assets and liabilities recorded at fair value are disclosed using a three-level hierarchy. The classification of assets and 
liabilities within the hierarchy is based on whether the inputs to the valuation methodology used for measurement are 
observable or unobservable. Observable inputs reflect market-derived or market-based information obtained from 
independent sources while unobservable inputs reflect our estimates about market data. 
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The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three broad 
levels: Level 1 inputs are based upon quoted prices in active markets for identical assets or liabilities that the 
Company can access at the measurement date. Level 2 inputs are based upon quoted prices for similar instruments in 
active markets, quoted prices for identical or similar instruments in markets that are not active and model-based 
valuation techniques for which all significant assumptions are observable in the market. Level 3 inputs are generated 
from model-based techniques that use significant assumptions not observable in the market. These unobservable 
assumptions reflect the Company’s estimates of assumptions that market participants would use in pricing the asset 
or liability. 

There are three types of valuation techniques used to measure assets and liabilities recorded at fair value:  
• The market approach uses prices or other relevant information generated by market transactions involving 

identical or comparable assets or liabilities.  
• The income approach uses the present value of cash flows or earnings.  
• The cost approach, which uses replacement costs more readily adaptable for valuing physical assets. 

 
The Company uses both the market and income approach in its fair value measurements. These measurements are 
discussed in more detail below. 
 
Bonds 
The bonds are diversified across industries, issuers and maturities. The Company calculates fair values for all classes 
of bonds using valuation techniques described above. They are placed into three levels depending on the valuation 
technique used to determine the fair value of the securities. 

Fixed maturity securities are comprised of the following classes: 
• Corporate bonds. 
• U.S. government and agency bonds. 
• U.S. state and political subdivision bonds. 
• Foreign government bonds. 
 
The Company uses an independent pricing service to assist management in determining the fair value of these assets. 
The pricing service incorporates a variety of information observable in the market in its valuation techniques, 
including: 
• Reported trading prices. 
• Benchmark yields. 
• Broker-dealer quotes. 
• Benchmark securities. 
• Bids and offers. 
• Credit ratings. 
• Relative credit information. 
• Other reference data. 
The pricing service also takes into account perceived market movements and sector news, as well as a bond’s terms 
and conditions, including any features specific to that issue that may influence risk, and thus marketability. 
Depending on the security, the priority of the use of observable market inputs may change as some observable market 
inputs may not be relevant or additional inputs may be necessary. The Company generally obtains one value from its 
primary external pricing service. On a case-by-case basis, the Company may obtain further quotes or prices from 
additional parties as needed.  

The pricing service provides quoted market prices when available. Quoted prices are not always available due to 
bond market inactivity. The pricing service obtains a broker quote when sufficient information, such as security 
structure or other market information, is not available to produce a valuation. Valuations and quotes obtained from 
third-party commercial pricing services are non-binding and do not represent quotes on which one may execute the 
disposition of the assets.  

The significant unobservable inputs used in the fair value measurement of the reporting entity’s bonds are valuations 
and quotes received from secondary pricing service, analytical reviews and broker quotes. Significant increases or 
decreases in any of those inputs in isolation would result in a significantly lower or higher fair value measurement. 
Generally, a change in the assumption used for the pricing evaluation is accompanied by a directionally similar 
change in the assumption used for the methodologies.  

Certain bonds were valued using Level 3 inputs. The Level 3 bonds were valued using matrix pricing, independent 
broker quotes and other standard market valuation methodologies. The fair value was determined using inputs that 
were not observable or could not be derived principally from, or corroborated by, observable market data. These 
inputs included assumptions regarding liquidity, estimated future cash flows and discount rates. Unobservable inputs 
to these valuations are based on management’s judgment or estimation obtained from the best sources available. The 
Company’s valuations maximize the use of observable inputs, which include an analysis of securities in similar 
sectors with comparable maturity dates and bond ratings. Broker quotes are validated by management for 
reasonableness in conjunction with information obtained from matrix pricing and other sources.  

Included in the Industrial and Miscellaneous unaffiliated category are bonds rated class 6 or 6FE by the NAIC SVO 
which are reported at the lower of book value or fair value. The fair values for bonds with a rating of class 6 or 6FE 
were valued using Level 3 measurements. The fair values for bonds with a rating class of other than class 6 or 6FE 
that had other-than-temporary impairment were valued using Level 2 measurements. The Company principally uses 
the market and income approaches to measure these financial instruments at fair value. 

Mortgage loans 
For disclosure purposes, the fair values of commercial mortgage loans were estimated using an option-adjusted 
discounted cash flow valuation. The valuation includes both observable market inputs and estimated model 
parameters.  
Significant observable inputs to the valuation include: 
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• Indicative quarter-end pricing for a package of loans similar to those originated by the Company near quarter-
end. 

• U.S. Government treasury yields. 
• Indicative yields from industrial bond issues. 
• The contractual terms of nearly every mortgage subject to valuation. 
Significant estimated parameters include: 
• A liquidity premium that is estimated from historical loan sales and is applied over and above base yields. 
• Adjustments in interest rate spread based on an aggregate portfolio loan-to-value ratio, estimated from historical 

differential yields with respect to loan-to-value ratios. 
• Projected prepayment activity. 
 
Valuations for commercial mortgage loans measured at fair value on a nonrecurring basis using significant 
unobservable Level 3 inputs are sensitive to a number of variables, but are most sensitive to net operating income and 
the applied capitalization rate. Generally, an increase or decrease resulting from a change in the stabilized net 
operating income from the collateralized property would result in a directionally similar change in the fair value of 
the asset. An increase or decrease in the assumption for the capitalization rate would result in a directionally opposite 
change in the fair value of the asset. 

S&P 500 Index options 
S&P 500 Index options were valued using Level 3 inputs. The Level 3 fixed maturity securities were valued using 
matrix pricing, independent broker quotes and other standard market valuation methodologies. The fair value was 
determined using inputs that were not observable or could not be derived principally from, or corroborated by, 
observable market data. These inputs included assumptions regarding liquidity, estimated future cash flows and 
discount rates. Unobservable inputs to these valuations are based on management’s judgment or estimation obtained 
from the best sources available. The Company’s valuations maximize the use of observable inputs, which include an 
analysis of securities in similar sectors with comparable maturity dates and bond ratings. Broker quotes are validated 
by management for reasonableness in conjunction with information obtained from matrix pricing and other sources.  

The Company calculates the fair value for its S&P 500 Index options using the Black-Scholes option pricing model 
and parameters derived from market sources. The Company’s valuations maximize the use of observable inputs, 
which include direct price quotes from the Chicago Board Options Exchange (“CBOE”) and values for on-the-run 
treasury securities and London Interbank Offered Rate as reported by Bloomberg. Unobservable inputs are estimated 
from the best sources available to the Company and include estimates of future gross dividends to be paid on the 
stocks underlying the S&P 500 Index, estimates of bid-ask spreads, and estimates of implied volatilities on options. 
Valuation parameters are calibrated to replicate the actual end-of-day market quotes for options trading on the 
CBOE. The Company performs additional validation procedures such as the daily observation of market activity and 
conditions and the tracking and analyzing of actual quotes provided by banking counterparties each time the 
Company purchases options from them. Additionally, in order to help validate the values derived through the 
procedures noted above, the Company obtains indicators of value from representative investment banks.  

While valuations for the S&P 500 Index options are sensitive to a number of variables, valuations for S&P 500 Index 
options purchased are most sensitive to changes in the estimates of bid ask spreads, or the S&P 500 Index value, and 
the implied volatilities of this index. Significant fluctuations in any of those inputs in isolation would result in a 
significantly lower or higher fair value measurement. Generally, an increase or decrease used in the assumption for 
the implied volatilities and in the S&P 500 Index value would result in a directionally similar change in the fair value 
of the asset.  

Separate accounts assets 
Separate account assets represent segregated funds held for the exclusive benefit of contract holders. The activities of 
the account primarily relate to participant-directed 401(k) contracts. Separate account assets are recorded at fair value 
on a recurring basis, with changes in fair value recorded to separate account liabilities. Separate account assets 
consist of mutual funds. The mutual funds’ fair value is determined through Level 1 and Level 2 inputs. The majority 
of the separate account assets are valued using quoted prices in an active market with the remainder of the assets 
valued using quoted prices from an independent pricing service. The Company reviews the values obtained from the 
pricing service for reasonableness through analytical procedures and performance reviews.  

Index-based Interest Guarantees 
The Company uses the income approach valuation technique to determine the fair value of index-based interest 
guarantees. The liability is the present value of future cash flows attributable to the projected index growth in excess 
of cash flows driven by fixed interest rate guarantees for the indexed annuity product. Level 3 assumptions for 
policyholder behavior and future index crediting rate declarations significantly influence the calculation. Index-based 
interest guarantees are included in the other policyholder funds line on the Company’s consolidated balance sheet.  

Valuations for the index-based interest guarantees are sensitive to a number of variables, but are most sensitive to the 
S&P 500 Index value, the implied volatilities of this index and the interest rate environment. Generally, a significant 
increase or decrease used in the assumption for the implied volatilities and in the S&P 500 Index value would result 
in a directionally similar change, while an increase or decrease in the interest rate environment would result in a 
directionally opposite change in the fair value of the liability.  

The Company performs control procedures over the external valuations at least quarterly through a combination of 
procedures that include an evaluation of methodologies used by the pricing service, analytical reviews and 
performance analysis of the prices against statistics and trends, back testing of sales activity and maintenance of a 
securities watch list. As necessary, the Company compares prices received from the pricing service to prices 
independently estimated by the Company utilizing discounted cash flow models or through performing independent 
valuations of inputs and assumptions similar to those used by the pricing service in order to ensure prices represent a 
reasonable estimate of fair value. Although the Company does identify differences from time to time as a result of 
these validation procedures, the Company did not make any significant adjustments as of September 30, 2013 or 
December 31, 2012. 
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C.                                                          
                                                          

    

    

As of September 30, 2013 
(In thousands) 
 
Type of Financial Instrument 

Aggregate 
Fair Value   

Admitted 
Assets   (Level 1)   (Level 2)   (Level 3)   

Not 
Practicable 
(Carrying 

Value) 
                                                                Bonds $ 6,870,090   $ 6,519,184   $ -    $ 6,804,168   $ 65,922   $ -  

    Preferred stocks   220     93     -      220     -     -  
    Mortgage loans on real estate   5,754,108     5,385,439     -      -     5,754,108     -  
    Derivatives   14,149     14,149     -      -     14,149     -  
    Separate account assets   6,010,049     6,010,049     5,861,302      148,747     -     -  
    Indexed-based Interest Guarantees   64,742     -     -      -     64,742     -  

 

    

    

As of December 31, 2012 
(In thousands) 
 
Type of Financial Instrument 

Aggregate 
Fair Value   

Admitted 
Assets   (Level 1)   (Level 2)   (Level 3)   

Not 
Practicable 
(Carrying 

Value) 
                                                                Bonds $ 7,042,464   $ 6,379,291   $ -    $ 7,041,145   $ 1,319   $ -  

    Preferred stocks   226     93     -      226     -     -  
    Mortgage loans on real estate   5,742,434     5,159,379     -      -     5,742,434     -  
    Derivatives   11,329     11,329     -      -     11,329     -  
    Separate account assets   5,154,298     5,154,298     5,007,459      146,839     -     -  
    Indexed-based Interest Guarantees   57,428     -     -      -     57,428     -  

 
D. Not Practicable to Estimate Fair Value 

 
Not applicable 

 
21. OTHER ITEMS 
 

No significant change 
 
22. EVENTS SUBSEQUENT 

 
Type I – Recognized Subsequent Events: 
 
 Subsequent events have been considered through November 5, 2013 for the statutory statement issued on November 

15, 2013.  
 
 There were no subsequent events to be reported. 
 
Type II – Nonrecognized Subsequent Events:  
 

Subsequent events have been considered through November 5, 2013 for the statutory statement issued on November 
15, 2013. 

 
There were no subsequent events to be reported. 

 
23. REINSURANCE 

 
No significant change 

 
24. RETROSPECTIVELY RATED CONTRACTS & CONTRACTS SUBJECT TO REDETERMINATION 

 
No significant change 

 
25. CHANGE IN INCURRED LOSSES AND LOSS ADJUSTMENT EXPENSES 

 
Reserves as of January 1, 2013 were $3.95 billion. For the first nine months of 2013, $614.1 million had been paid for 
incurred losses and loss adjustment expenses attributable to insured events of prior years. Reserves remaining for prior years 
were $3.37 billion at September 30, 2013 as a result of re-estimation of unpaid claims and claim adjustment expenses. There 
was a $34.7 million increase of prior year development from January 1, 2013 to September 30, 2013. Original estimates are 
increased or decreased as additional information becomes known regarding individual claims. Prior years' effects are 
combined with current experience in determining retrospective premium, premium refunds, and renewal rates for the larger 
group contracts. 

 
26. INTERCOMPANY POOLING ARRANGEMENTS 
 

Not applicable 
 
27. STRUCTURED SETTLEMENTS 
 

No significant change 
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28. HEALTH CARE RECEIVABLES 
 

Not applicable 
 
29. PARTICIPATING POLICIES 

 
No significant change 

 
30. PREMIUM DEFICIENCY RESERVES  

 
The Company held no premium deficiency reserves as of September 30, 2013. 

 
31. RESERVES FOR LIFE CONTRACTS AND ANNUITY CONTRACTS 
 

The reserves for life contracts increased $421.4 million for the first nine months of 2013. The reserve for deposit-type 
contracts increased $0.1 million for the first nine months of 2013. 

 
32. ANALYSIS OF ANNUITY ACTUARIAL RESERVES AND DEPOSIT TYPE LIABILITIES BY WITHDRAWAL 

CHARACTERISTICS 
 

No significant change 
 
33. PREMIUM & ANNUITY CONSIDERATIONS DEFERRED AND UNCOLLECTED 
 

No significant change 
 
34. SEPARATE ACCOUNTS 

 
Separate accounts asset increased $855.8 million to $6.01 billion as of September 30, 2013 compared to December 31, 2012.�

 
35. LOSS/CLAIM ADJUSTMENT EXPENSES 
 

No significant change 
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STATEMENT AS OF SEPTEMBER 30, 2013 OF THE  STANDARD INSURANCE COMPANY
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Company FEIN NAIC State Ownership
StanCorp Financial Group, Inc. ("SFG") 93-1253576 OR

Standard Insurance Company 93-0242990 69019 OR 100% owned by SFG
The Standard Life Insurance Company of New York 13-4119477 89009 NY 100% owned by SFG
Standard Management, Inc. ("SM, Inc.") 93-0928203 OR 100% owned by SFG

Emerald Fuel LLC 27-2896556 OR 100% owned by SM, Inc.
Emerald Retail LLC 27-2896675 OR 100% owned by SM, Inc.

StanCorp Equities, Inc. 93-0930972 OR 100% owned by SFG
StanCorp Investment Advisers, Inc. 93-1296382 OR 100% owned by SFG
Standard Retirement Services, Inc. 25-1838406 OR 100% owned by SFG
Stancorp Mortgage Investors, LLC ("SMI") 93-1191029 OR 100% owned by SFG

StanCorp Mortgage Investors Pass-Through, LLC 26-1758088 OR 100% owned by SMI
StanCorp Real Estate, LLC ("SRE") 93-1191030 OR 100% owned by SFG

Stonemill Business Park, LLC 93-1289767 OR 100% owned by SRE
7 Upper Newport Plaza LLC 27-3026658 OR 100% owned by SRE
7924 Victoria Drive LLC 27-1433940 OR 66% owned by SRE7924 Victoria Drive LLC 27-1433940 OR 66% owned by SRE
1300 Westwood Avenue LLC 45-4432062 OR 100% owned by SRE
1801 Chamberlayne Avenue LLC 27-1561807 OR 81% owned by SRE
1160 South Elm Road LLC 27-1460055 OR 100% owned by SRE
3501 Lapeer Road LLC 27-1460023 OR 100% owned by SRE
2429 Nicollet Avenue South LLC 27-1071824 OR 100% owned by SRE
8910 Astronaut Boulevard LLC 27-3016823 OR 76% owned by SRE
7076 Corporate Way LLC 45-4412758 OR 100% owned by SRE
811 South Brawley Avenue LLC 27-0442855 OR 58% owned by SRE
8195 Dexter Road LLC 27-4420364 OR 100% owned by SRE
16200 East River Road LLC 27-4593098 OR 100% owned by SRE
1627 East 18th Street and 1808 N Boise Avenue LLC 45-2440011 OR 51% owned by SRE
West Congress Office, LLC 45-2439866 OR 51% owned by SRE
2560 28th Street LLC 45-2592371 OR 51% owned by SRE
1301 Riverwoods Drive LLC 45-2754808 OR 100% owned by SRE
5701 Shingle Creek Parkway LLC 45-2876368 OR 51% owned by SRE
13091 Pond Springs Road LLC 45-3193834 OR 51% owned by SRE
5439 South Decatur Boulevard LLC 45-4345308 OR 100% owned by SRE
4120 15th Street LLC 45-3850451 OR 100% owned by SRE
14250 Burnhaven Drive LLC 45-2606175 OR 69% owned by SRE
2716 Dixie Highway LLC 45-3707942 OR 51% owned by SRE
651 North Cherokee Lane LLC 45-3322846 OR 51% owned by SRE651 North Cherokee Lane LLC 45-3322846 OR 51% owned by SRE
21 Lawrence Paquette Industrial Drive LLC 27-4330298 OR 100% owned by SRE
1381-1399 Florin Road LLC 45-3789788 OR 100% owned by SRE
425 Peachtree Hills Avenue Units 11 and 12 LLC 45-3642881 OR 80% owned by SRE



STATEMENT AS OF SEPTEMBER 30, 2013 OF THE  STANDARD INSURANCE COMPANY
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Company FEIN NAIC State Ownership
425 Peachtree Hills Avenue Units 29C, 30C, 31C and 31B LLC 45-3647008 OR 80% owned by SRE
425 Peachtree Hills Avenue Units 29A, 30B, and 31A LLC 45-3649739 OR 80% owned by SRE
9109 Pippin Road LLC 45-4778576 OR 51% owned by SRE
1751 East Ohio Pike LLC 45-4778632 OR 51% owned by SRE
2169 Tuley Road LLC 45-4778668 OR 51% owned by SRE
5747 State Route 128 LLC 45-4783675 OR 51% owned by SRE
5942 Peoples Lane LLC 45-4789789 OR 51% owned by SRE
4011 Bramblewood Drive LLC 45-4789829 OR 51% owned by SRE
711 North Main Street LLC 45-4806242 OR 100% owned by SRE
1427-1515 SE 122nd Avenue LLC 45-5222646 OR 66% owned by SRE
5305 East 18th Street LLC 45-5222606 OR 100% owned by SRE
10605-10710 Deme Drive LLC 45-4789896 OR 100% owned by SRE
5817 and 5841 Thunderbird Road LLC 45-4789863 OR 100% owned by SRE
3393 Warrensville Center Road LLC 27-0442567 OR 26% owned by SRE
2500 Industrial Way LLC 45-5248741 OR 51% owned by SRE2500 Industrial Way LLC 45-5248741 OR 51% owned by SRE
2570 Industrial Way LLC 45-5248641 OR 100% owned by SRE
7200 State Road 52 LLC 45-5530914 OR 100% owned by SRE
8652 Jake Carlton Road LLC 45-5520043 OR 100% owned by SRE
9449 Science Center Drive LLC 46-1087814 OR 51% owned by SRE
Winsted Road 150-160 LLC 46-1668759 OR 100% owned by SRE
10250 SW 56th Street LLC 45-5451470 OR 100% owned by SRE
651 Cincinnati-Batavia Road LLC 46-1248492 OR 51% owned by SRE
5 Buildings on Main Street LLC 45-4715590 OR 100% owned by SRE
94 South Mall Drive LLC 46-1094178 OR 51% owned by SRE
110 High Street LLC 45-5000632 OR 66% owned by SRE
3310 Roxboro Road LLC 46-1490658 OR 100% owned by SRE
215 Maddox Simpson Parkway LLC 46-1650720 OR 51% owned by SRE
Research Drive 23800 LLC 46-0558143 OR 51% owned by SRE
109 Kimbark Street LLC 46-2139861 OR 51% owned by SRE
1280 Centaur Village Drive LLC 46-2152881 OR 51% owned by SRE
742 US Highway One LLC 46-2034271 OR 90% owned by SRE
1616 J Street LLC 46-2078076 OR 51% owned by SRE
32 Main Street LLC 45-4979407 OR 66% owned by SRE
12778 Grant Road LLC 46-2557472 OR 51% owned by SRE
2911 Veterans Memorial Parkway LLC 46-2657491 OR 51% owned by SRE
4401 SW 74th Avenue LLC 46-1667692 OR 51% owned by SRE4401 SW 74th Avenue LLC 46-1667692 OR 51% owned by SRE
546-644 North Lafayette Street LLC 46-3339422 OR 51% owned by SRE
2760 Avalon Boulevard LLC 27-3422189 OR 100% owned by SRE
20373 W Central Avenue LLC 27-3428556 OR 100% owned by SRE



STATEMENT AS OF SEPTEMBER 30, 2013 OF THE  STANDARD INSURANCE COMPANY
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Company FEIN NAIC State Ownership
3301 S. Ferdon Boulevard LLC 27-3422636 OR 100% owned by SRE
2902 Pat Thomas Parkway LLC 00-0000000 OR 100% owned by SRE

Adaptu, LLC 27-3296886 OR 100% owned by SFG
Standard Insurance Company Continuing Health & Welfare Benefits Trust 93-1097066 OR 100% owned by SFG
The Standard Charitable Foundation 20-3997125 OR 100% owned by SFG
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