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KFMG LLP
345 Park Avenue
New York, NY 10154

Report of independent Registered Public Accounting Firm

The Board of Directors
Mutual of America Life Insurance Company:

We have audited the accompanying consolidated statutory statements of financial condition of Mutual of
America Life Insurance Company and subsidiaries as of December 31, 2006 and 2005, and the related
consolidated statutory statements of operations and surplus, and cash flows for the years then ended.
These financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

As described more fully in Notes 1 and 9 to the consolidated statutory financial statements, the Company
prepared these financial statements using accounting practices prescribed or permitted by the State of
New York Insurance Department, which practices differ from U.S. generally accepted accounting
principles. The effects on the financial stalements of the variances between the statutory accounting
practices and U.S. generally accepted accounting principles, although not reasonably determinable, are
presumed to be material.

in our opinion, because of the effects of the matter discussed in the preceding paragraph, the financial
statements referred to above do not present fairly, in conformity with U.S. generally accepted accounting
principles, the financial position of Mutual of America Life Insurance Company and subsidiaries as of
December 31, 2006 and 2005, or the results of their operations or their cash flows for the years then
ended.

Also, in our opinion, the consolidated statutory financial statements referred to above present fairly, in all
material respects, the financial position of Mutual of America Life Insurance Company and subsidiaries as
of December 31, 2006 and 2005, and the results of their operations and their cash flows for the years
then ended, in conformity with accounting practices prescribed or permitted by the State of New York
Insurance Department.

KPMe P

New York, New York
March 8, 2007

KPMG LLP, a U.S. hmited liabiity partnership, is tha U.5.
member firm of KPMG International, a Swiss cooperatve.
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MUTUAL OF AMERICA LIFE INSURANCE COMPANY

CONSOLIDATED STATUTORY STATEMENTS OF FINANCIAL CONDITION

DECEMBER 31, 2006 AND 2005

ASSETS

General account assets
Bonds and notes
Common stocks
Preferred stocks
Cash and short-term investments
Guaranteed funds transferable
Mortgage loans
Real estate
Policy loans
Other invested assets
Investment income accrued
Deferred federal income taxes
Other assets

Total general account assets
Separate account assets
TOTAL ASSETS

LIABILITIES AND SURPLUS
General account liabilities
Insurance and annuity reserves
Other contractholders liabilities and reserves
Interest maintenance reserve
Other liabilities

Total general account liabilities before asset valuation
reserve

Separate account reserves and other liabilities

Total liabilities before asset valuation reserve
Asset valuation reserve

Total liabilities

SURPLUS
Assigned surplus
Unassigned surpius
Total surptus

TOTAL LIABILITIES AND SURPLUS

2008

2005

$ 5,365,208,600

$ 5515,098,325

401,021,320 354,545,610
7,163,291 13,030,634
113,227,966 22,329,440
57,842,486 66,091,879
3,443,152 3,781,525
283,833,261 285,499,480
98,149,710 95,766,221
100,000 2,552,480
64,812,672 67,680,315
7,435,380 14,869,542
16,655,756 13,624,911
6,418,893594  6,454,670,362
6,022,771,815 __5,388.815,401
$12.441,665.400 $£11.843,485,763

$ 52779817812

$ 5,320,568,527

9,506,267 9,624,992
112,197,112 129,313,839
112,754,453 117,578,550

5,512,375,644 5,577,085,808
6,022,771,815 5,388,815,401

11,535,147,459

94,579,695

10,965,901,309

75,758,050

11,629,727,154

11.041,657.359

1,150,000 1,150,000
810,788,255 800,678,404
811,938,255 801,828,404

§12,441,666.409 $11,843,485.763

See accompanying notes to consolidated statutory financial statements.



MUTUAL OF AMERICA LIFE INSURANCE COMPANY

CONSOLIDATED STATUTORY STATEMENTS OF OPERATIONS AND SURPLUS

FOR THE YEARS ENDED DECEMBER 31, 2006 AND 2005

INCOME
Premium and annuity considerations
Life and disability insurance premiums
Total considerations and premiums

Separate account investment and administrative fees

Net investment income
Other, net
Total income

DEDUCTIONS
Change in insurance and annuity reserves
Annuity and surrender benefits
Death and disability benefits
Operating expenses
Total deductions

Net gain béfore dividends

Dividends to contractholders and policyholders
Net gain from operations

Federal income tax (expense) benefit
Net realized capital gains (losses)
Net income

SURPLUS TRANSACTIONS
Change in:
Asset valuation reserve
Unrealized capital gains, net
Nonadmitted assets and other, net
Net deferred income tax asset
Change in reserve valuation basis

Net change in surplus
SURPLUS

Beginning of year
End of year

2006 2005

$1.267,341,384  $1,151,984,261
17,442,717 18,419,567
1,284,784,101 1,170,403,818

45,150,817 45,118,245
367,625,786 508,724,155
4,208,318 2,843,312

_1,701,859,022 1,727,089,530

95,450,771 133,508,240
1,391,465,668  1,235,468,526
12,069,162 14,171,244
188,439,738 213,296,134
1.687,434339 _1,506.444,144 |
- |
14,424,683 130,645,386
(202,507) (179,428
14,222,176 130,465,958
(284,673) 836,776
3,221,587 (14.081,896)
17,159,080 117,220,838
(18,823,645) 95,725
29,230,913 32,151,236
(7,614,061) (9,936,061)
(7,007,630) (14,419,859)
(2,834,816) -
10,109,851 125,111,879
801,828,404 676,716,525

$ 811938265 3 601,628.404

See accompanying notes to consolidated statutory financial statements.



_ :
R .

e '
\ .

MUTUAL OF AMERICA LIFE INSURANCE COMPANY

CONSOLIDATED STATUTORY STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 20068 AND 2005

CASH FLOWS FROM OPERATIONS

Premium and other income collected
Net investment income
Separate account investment and administrative fees
Benefit payments
Net transfers from (to) separate accounts
Investment and operating expenses paid
Dividends paid to policyholders
Net cash from operations

CASH FLOWS FROM INVESTMENTS

Proceeds from investments sold, matured or repaid:
Bonds
Common stocks
Mortgage loans
Other invested assets
Other
Total

Cost of investments acquired:
Bonds
Common stock
Real estate
Other invested assets
Other
Total

Net change in policy loans
Net cash from investments

CASH FLOWS FROM FINANCING AND OTHER SOURCES

Net withdrawals on deposit-type contracts
Other cash applied
Net cash applied from financing and others sources

Net change in cash and short-term investments

Cash and short-term investments:
Beginning of year
End of year

2006 2005
$1,288,295,823  $ 1,174,826,067
305,633,464 502,853,802
46,828,146 42,291,188
(1.439,729,861)  (1,316,499,483)
4,871,958 (24,350,648)
(179,111,987) (179,008,119)
(91,613) (101,234)
26,695,830 200,011,573

1,143,390,971
142,073,862
338,373
10,649,394
1,000,815
1,297,453.415

1,422,505,675
497,647,525
5,718,855
196,811,826
11,609.890
—2,134,293.771

(955,243,573)  (1,438,141,942)
(146,740,728) (441,621,560)
(6.966,416) (7,128,735)
- (191,906,021)

38,463 -
(1.108,912,254) 2,078.798,258)
(2,384,070) 3,574,626
186,157,091 59,070,139
(138,885,389) (277,605,332)
16,930,994 12,772,067
(121,954,395) (264,833.265)
90,898,526 (5.751,553)
122,329,440 28,080,993
$ 113227966 §__ 22320440

See accompanying notes to consolidated statutory financial statements.
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MUTUAL OF AMERICA LIFE INSURANCE COMPANY

NOTES TO CONSOLIDATED STATUTORY FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The accompanying financial statements include the consolidated accounts of Mutual of America Life
insurance Company (“Mutual of America™) and its wholly owned subsidiaries (collectively referred to as
the “Company”), as permitied by the State of New York Insurance Department. Significant intercompany
balances and transactions have been eliminated in consolidation.

Nature of Operations

Mutual of America provides retirement and employee benefit plans in the small to medium-size company
market, principally to employees in the not-for-profit social health and welfare field. In recent years, the
Company has expanded to include for-profit organizations in the small to medium-size company market.
Mutual of America is licensed in all fifty states and the District of Columbia. Operations are conducted
primarily through a network of regional field offices staffed by salaried consultants.

Basis of Presentation

The accompanying financial statements are presented in conformity with statutory accounting practices
prescribed or permitted by the State of New York Insurance Department (“New York Department®). Such
practices differ from U.S. generalfly accepted accounting principles (“GAAP™). The significant variances
between such practices and GAAP are described in Note 8. The ability of the Company to fulfill its
obligations to contractholders and policyholders is of primary concern to insurance regulatory authorities.

The National Association of insurance Commissioners (“NAIC") has codified statutory accounting
principles ("Codification™). The New York Department issued Regulation No. 172 ("Regulation No. 172%),
which adopted Codification, with certain significant modifications, as the prescribed basis of accounting
for its domestic insurers. Periodically, the New York Department amends Regulation No. 172 for
revisions in the prescribed basis of accounting. All changes required by New York Regulation No. 172,
as amended through December 31, 2006, are reflected in the accompanying consoclidated statutory
financial statements.

The preparation of financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and the disclosure of contingent liabilities at the date
of the financial statements, and the reported amounts of income and deductions during the reporting
period. Actual results could differ from these estimates.

Asset Valuations

Bonds, Notes and Short-Term Investments - Investment valuations are prescribed by the NAIC. Bonds,
which include asset-backed and mortgage-backed investments qualifying for amortization, and notes are
stated at amortized cost. Short-term investments are stated at cost, which approximates fair value, and
consist of highly liquid investments with maturities of one month or less. Bond, note and short-term
investment transactions are recorded on a trade date basis. The fair value of bonds and notes is based
upon quoted market valves provided by the NAIC when available. If quoted market prices are
unavailable, fair value is provided by an independent pricing organization. Bonds where the NAIC rating
has falien to class six and the NAIC market value is below amortized cost are carried at the lowest market
value assigned to the bond by tha NAIC since being rated as a class six.” Temporary unrealized losses
related to the valuation of these non-investment grade bonds are recorded directly to unassigned surplus.



MUTUAL OF AMERICA LIFE INSURANCE COMPANY

NOTES TO CONSOLIDATED STATUTORY FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

Losses considered to be other than temporary are recognized in net income when incurred. All bonds
are subjected to the Company's quarterly review process for identifying other than temporary
impairments. This impairment identification process utilizes a screening procedure that includes all
bonds in default or not in good standing as well as bonds with a fair market value that is less than 80% of
its cost for a continuous six-month period. The Company writes down bonds that it deems to have an
other than temporary impairment after considering a wide range of factors, including, but not limited to,
the extent to which cost exceeds market value, the duration of that market decline, an analysis of the
financial health and specific prospects for the issuer, the likelihood that the Company will be able to
collect all amounts due according to the contractual terms of the debt security in effect at the date of
acquisition, and the Company’s intent and ability to retain its investment in the issuer for a period of time
sufficient to allow for any anticipated.recovery in fair value. If a credit-related impairment is determined to
be other than temporary, a direct write down is recorded as a realized capital loss and a new cost basis
for the bond is established.

Common and Prefarred Stocks - At December 31, 2006 and 2005, common stocks include $157.0 million
and $142.3 million, respectively, invested in the Mutua! of America Institutional Funds, a series of mutual
funds for institutiona! investors and, $239.7 million and $209.7 miltion, respectively, invested in Mid-Cap
and Large Cap equity securities. The $239.7 million at December 31, 2006, consists of $114.3 million
invested in actively managed Mid-Cap Growth and Mid-Cap Value equity securities and $125.4 million
invested in actively managed Large Cap equity securities. Common stocks in good standing are stated at
market value. Market value is determined by reference to valuations quoted by the NAIC. Unrealized
gains and losses are recorded directly to unassigned surplus.

Losses considered to be other than temporary are recognized in net income when incurred. All equity
investments are subjected to the Company’s quarterly review process for identifying other than temporary
impairments. This impairment identification process utilizes a screening procedure that includes all
common stock issuers not in good standing as well as common stocks where the market value is less
than 80% of its cost for a continuous six-month period. The Company writes down common stocks that it
deems to have an other than temporary impairment after considering a wide range of factors, including,
but not limited to, the extent to which cost exceeds market value, the duration of that market decline, an
analysis of the financial health and specific prospects for the issuer and the Company’s intent and ability
to retain its investment for a period of time sufficient to allow for any anticipated recovery in fair value.
The Company also considers other qualitative and quantitative factors in its evaluation of other than
temporary impairments. Preferred stock is carried at cost.

Guaranteed Funds Transferable - Guaranteed funds transferable consists of funds held with a former
reinsurer and are stated at the total principal amount of future guaranteed transfers to Mutual of America.
At December 31, 2006, a $1.5 million unrealized loss was recorded as a direct reduction to unassigned
surplus.

Other Invested Assets - Other invested assets consist of an investment in a limited partnership. At
December 31, 2008, the Company recorded an other than temporary impairment loss of approximately
$3.5 million, which includes the recognition of a $1.1 million unrealized loss established in prior years,
and established a new cost basis for this investment., This loss is included as a component of net
realized capital gains in the accompanying consolidated statutory statements of operations and surplus.

Mortgage Loans - Mortgage loans are carried at amortized indebtedness. Impairments of individual loans
that are considered other than temporary are recognized in net income when incurred. There were no
impairment losses incurred during 2006 and 2005.

Real Estate - Real estate, which is classified as Company-occupied property, is carried at cost, including
capital improvements, net of accumulated depreciation of $108.3 million and $97.7 mitiion at December
31, 2006 and 2005, respectively, and is depreciated on a straight-line basis over 39 years. Tenant
improvements on real estate investments are depreciated over the shorter of the lease term or the
estimated life of the improvement.




MUTUAL OF AMERICA LIFE INSURANCE COMPANY

NOTES TO CONSOLIDATED STATUTORY FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

Policy Loans - Policy loans are stated at the unpaid principal balance of the loan.

Nonadmitted Assets - Certain other assets, such as net deferred income tax assels not expected to be
realized within one year, furniture and fixtures, and prepaid expenses and benefit costs are considered
“nonadmitted assets” and excluded from the consolidated statutory statements of financial condition.

Insurance and Annuity Reserves

Reserves for annuity contracts are computed on the net single premium method and represent the
estimated present value of future retirement benefits. These reserves, which were $1.0 billion and $1.1
billion at December 31, 2006 and 2005, respectively, are based on mortality and interest rate
assumptions (ranging predominately from 5.00% to 7.50%), which meet or exceed statutory requirements
and are not subject to discretionary withdrawal.

Reserves for contractuat funds not yet used for the purchase of annuities are accumutated at various
guaranteed interest rates, which, during 2006 and 2005, averaged 3.69% and 3.26%, respectively, and
are deemed sufficient to provide for contractual surrender values for these funds. These reserves, which
were $3.7 billion and $3.6 billion at December 31, 20068 and 2005, respectively, are subject to
discretionary withdrawal at book vaiue.

Reserves for guaranteed investment contracts, which were $.3 billion at December 31, 2006 and 2005,
are accumulated at various guaranteed interest rates, which during 2006 and 2005 averaged 5.84% and
7.00%, respectively, and meet statutory requirements. Reserves for life and disability insurance are
based on mortality, morbidity and interest rate assumptions which meet statutory requirements. The
December 31, 2006 disability insurance reserves include a $2.8 million increase related to a required
change in the reserve valuation basis for this business, which was recorded as a direct charge to surplus.

Interest Maintenance and Asset Valuation Reserves

Realized gains and losses, net of applicable taxes, arising from changes in interest rates are
accumulated in the Interest Maintenance Reserve (“IMR”) and are amortized into net investment income
over the estimated remaining life of the investment sold. All other realized gains and losses are reported
in the consolidated statements of operations.

An Asset Valuation Reserve (“AVR"), applying to the specific risk characteristics of all invested asset
categories excluding cash, policy loans and investment income accrued, has been established based on
a statutory formula. Realized and unrealized gains and losses arising from changes in the
creditworthiness of the issuer are included in the appropriate subcomponent of the AVR. Changes in the
AVR are recorded directly to unassigned surplus.

Separate Account Operations

Variable annuity considerations and certain variable life insurance premiums may be allocated at
participants' discretion among investment funds in Separate Accounts. Separate Account funds invest in
mutual funds, including funds managed by Mutual of America Capital Management Corporation, a wholly
owned subsidiary (the “Adviser"), and other funds managed by outside investment advisors. All net
reafized and unrealized capital gains in the Separate Accounts, which reflect investment performance of
the mutual funds in which they invest, accrue directly to participants (net of administrative and other
Separate Account charges) and are not reflected in the Company's consolidated statutory statements of
operations. Certain administrative and other charges are assessed as a percentage of Separate Account
assets and vary based upon the average size of the participant's equity in the Separate Accounts and the
level of administrative services provided. During 2006 and 2005, such charges were equal to
approximately .79% and .88%, respectively, of totai average Separate Account assets. Separate Account
charges and investment advisory fees paid to the Adviser are included in the consolidated statutory
statement of operations. Investments held in the Separate Accounts are stated at market value.

3




MUTUAL OF AMERICA LIFE INSURANCE COMPANY

NOTES TO CONSOLIDATED STATUTORY FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

Participants’ corresponding equity in the Separate Accounts is reported as liabilities in the accompanying
statements. Premiums and benefits related to the Separate Accounts are combined with the General
Account in the accompanying statements. Net operating gains and losses are offset by changes to
reserve liabilities in the respective Separate Accounts. These reserves, which were approximately $6.0
bilion and $5.4 billion at December 31, 2006 and 2005, respectively, are subject to discretionary
withdrawal at market value.

Premiums and Annuity Considerations

Insurance premiums and annuity considerations derived from defined contribution plans are recognized
as income when due. Voluntary savings-type and defined benefit considerations and other deposits are
recognized as income when received. Group life and disability insurance premiums are recognized as
income over the contract period.

Investment Income and Expenses

General Account investment income is reported as earned and is presented net of related investment
expenses. Operating expenses, including acquisition costs for new business and income taxes, are
charged o operations as incurred.

Dividends

Dividends are based on formulas and scales approved by the Board of Directors and are accrued
currently for payment subsequent to plan anniversary dates.

Certain 2005 amounts included in the accompanying consolidated statutory financial statements have
been reclassified to conform to the 2006 presentation.

2. INVESTMENTS
Valuation
The statement values and NAIC market values of investments in fixed maturity securities (bonds and

notes) at December 31, 2006 and 2005, are shown below. Excluding U.S. government and government
agency investments, the Company is not exposed to any significant concentration of credit risk.

Statement Gross Unreallzed NAIC Market
December 31, 2006 (in millions) Value Gains Losses Value
Fixed maturities:
Mortgage and asset backed securities:

Residential mortgage — backed securities $ 23747 $ 7.0 ] 411 2,3406

Commercial mortgage ~ backed securities 29.6 4 - 30.0

Other asset-backed securities 830 1 .6 82.5

Total : $ 24873 $ 7.5 $ 417 % 2,453.1
U.S. Treasury securities and obligationis of U.S.

Govemment corporations and agencies 635.4 25 9.8 628.1
Obligations of states and political subdivisions 16.3 2.4 - 18.7
Debt securities issued by foreign govemnments 386 1.4 - 40.0
Corporate securities 2,291.3 31.9 33.8 2,2890.4

Total § 54689 $ 457 $ 853 $ 54293
4
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MUTUAL OF AMERICA LIFE INSURANCE COMPANY

NOTES TO CONSOLIDATED STATUTORY FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

Statement Gross Unrealized NAIC Market
December 31, 2005 (in millions) Value Galns Losses Value
Fixed maturities:
Mortgage and asset backed securities:

Residential mortgage — backed securities $ 23564 8.9 $ 412 % 23241

Commercial mortgags — backed securities KRR 9 - 320

Other asset-backed securities 59.6 2 4 59.4

Total $§ 24471 $ 10.0 $ 418 § 24155
U.S. Treasury securities and obligations of U.S.

Govemnment corporations and agencies 581.6 14.7 4.4 5919
Obligations of states and political subdivistons 15.2 3.1 - 18.3
Debt securities issued by foreign govemments 39.0 21 - 411
Corporate securities 2,441.5 66.7 28.5 24817

Total § 55244 $ 966 $ 725 $ 55485

Short-term fixed maturity securities with a statement value and NAIC market value of $103.7 million and
$9.3 million at December 31, 2006 and 2005, respectively, are included in the above tables. At
December 31, 2006 and 2005, the Company had $3.0 million and $2.8 million {par value $3.0 million and
$2.8 million), respectively, of its long-term fixed maturity securities on deposit with various state
regulatory agencies.

At December 31, 2006 and 2005, net unrealized appreciation {depreciation) reflected in surplus consisted
of the following:

December 31 {in miilions) 2006 2005 Change

Equity securities (common and preferred stock) $ 245 $ (52) $ 297

Other invested assets (1.5) (1.1) (4)
Net unrealized (depreciation} appreciation § 230 $ (6.3 $ 203

The unrealized depreciation related to the Company’s common equity portfolio improved by $29.7 million
during the year, as shown above. The net unrealized appreciation of $24.5 million for equity securities at
December 31, 2006, consists of $31.4 million of gross unrealized gains and $6.9 milion of gross
unrealized losses. The gross unrealized (osses of $6.9 million are primarily attributed to the Company’s
investment in certain Mutual of America Institutional Funds and are predominately more than twelve
months oid.

The following is an analysis of the NAIC market values and gross unrealized losses by fixed maturity
category and length of time the securities have been in a continuous unrealized loss position. All of these
unrealized losses arise from changes in the relative level of interest rates and, if the securities were soid,
the realized loss would be recorded as a component of the Interest Maintenance Reserve. The tables
that follow exclude $1.7 billion and $2.2 billion at December 31, 2006 and 2005, respectively, of fixed
maturity securities in an unrealized gain position.



MUTUAL OF AMERICA LIFE INSURANCE COMPANY

NOTES TO CONSOLIDATED STATUTORY FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

NAIC NAIC
Market Unrealized  Number Market Unrealized Number
Value Losses of lssues Valug Losses of Issues
December 31, 2006 ($ in millions) Twelve Months or Less Twelve Months or Graater
Fixed maturities:
Mortgage and asset backed securities:
Residential mortgage-backed securities $ 836 § 7 11 $ 4039 § 125 50
Commercial mortgage-backed securities 43.7 2 9 21.2 4 3
Other asset-backed securities 1.8 - 2 = - -
Total $ 1391 § 9 22 $ 5151 $§ 129 53
U.S. Treasury secunities and obligations of
U.S. Government corporations and agencies 179.0 8 27 940.4 27.0 104
Cbligations of states and political subdivisions 157.6 i 7 336.1 9.2 3
Comorate Securities 583.9 10.3 43 846.2 235 87
Total $1,0506 § 127 99 $26378 $ 726 275
NAIC NAIC
Market Unrealized Number Market Unrealized  Number
Value Losses of Issues Value Losses of Issues
December 31, 2005 ($ in millions) Twelve Months or Less Twelve Months or Greater
Fixed maturitles:
Mortgage and asset backed securities:
Residential mortgage-backed securities $ 4152 $ 65 7 $ 1008 % 48 20
Commercial mortgage-backed securities 18.0 A 2 97 3 1
Other asset-backed securities - - - - - -
Total $§ 4332 % 66 39 $ 2005 § 5.1 21
U.S. Treasury securities and obligations of
U.S. Govemment corporations and agencies 671.2 10.3 73 555.6 19.7 57
Obligations of states and political subdivisions 257.8 32 24 127.8 2.5 10
Corporate Securities 579.5 9.0 64 448.8 16.1 45
Total $1941.7 § 29.1 200 $1,3327 § -434 133

Net realized capital gains (losses) reflected in the statements of operations for the years ended
December 31, 2006 and 2005, were as follows:

December 31 {in millions) 2008 2005
Bonds and notes $ A $ (12.8)
Equity securities (common and preferred stock) 6.6 (1.3)
Other invested assets (3.5) -
Net realized capital gains (losses) $ 32 $ (41)

The $6.6 million of realized capital gains in 2006 related to equity securities includes approximately $8.8
million of gain resulting primarily from the sale of that portion of the Company’s common stock portfolio
that mirrored the S&P 500 index to a portfolio that is now invested in actively managed Large Cap stocks.
The 2006 net realized capital gain amount for equity securities also includes other than temporary
impairment losses of $2.2 million, primarily related to the Company’s investment in one of the Mutual of
America Institutional Funds. The 2006 net loss for other invested assets consists of an other than
temporary impairment loss related to a limited partnership investment.

The 2005 net realized capital losses related to bonds and notes shown above arose primarily from the
sale of previously defaulted securities during the year. Since the majority of the 2005 realized capital
losses from bonds had previously been recorded as unrealized losses In surplus, there was no negative
impact on the Company's surplus as a result of this activity. The $1.3 miflion of net realized capital losses
in 2005 related to equity securities included $16.7 million of losses resulting primarily from a planned
change in the composition of the Company's common stock investments from a portfolio based solely on
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replicating the S&P 500 index to a portfolio that then consisted of approximately $100.3 million invested in
actively managed Mid-Cap Growth and Mid-Cap Vaiue stocks and $109.4 million invested in a portfolio
that mirrors the S&P 500 index. The 2005 net loss also included $15.4 million of realized capital gains
resulting from the sale of 3,535,949 million shares of Manulife Financial Corporation during the fourth
quarter, as discussed in Note 3. No other than temporary impairment losses were recognized in 2005.

Maturities

The statement values and NAIC market values of investments in fixed maturity securities by contractual
maturity (except for mortgage-backed securities, which are stated at expected maturity) at December 31,
2006, are shown below. Expected maturities may differ from contractual maturities because borrowers
may have the right to prepay obligations with or without prepayment penalties.

Statement NAIC Market
December 31, 2006 {in millions) Value Value
Due in one year or loss 3 378.7 § 3778
Due after one year through five years 1,917.3 1,902.0
Due after five years through ten years 1,336.5 1,320.0
Due after ten years 1,836.4 1,829.5
Total $ 5,468.9 $ 54293

Realized Investment Gains - Fixed Maturity Securities

Sales of investments in fixed maturity securities resulted in $3.8 milfion and $9.3 million of net losses
being accumulated in the IMR in 2006 and 2005, respectively, as follows:

December 31 {in millions}) 2006 2005
Fixed maturity securities
Proceeds $ 1,1488 $ 1,4334
Gross realized gains 34 28
Gross realized losses (7.2) {12.1)

Such amounts will be amortized into net investment income over the estimated remaining life of the
investment sold. During 2006 and 2005, $13.3 million and $17.8 million, respectively, of the IMR was
amortized and included in net investment income.

Sales of investments in equity securities resulted in $8.8 million of net gains in 2006 and $1.3 million of
net losses in 2005, being recognized in net income as follows:

Dacember 31 {in millions) 2006 2005
Equity securities
Proceeds $ 145.3 $ 4922
Gross realized gains 89 46.7
Gross realized iosses (.1) (48.0)

3. GUARANTEED FUNDS TRANSFERABLE

In 1980, Mutual of America terminated a reinsurance arrangement and assumed direct ownership of
funds held by John Hancock Mutual Life insurance Company {Hancock), the former reinsurer, and direct
liability for the contractual obligations to policyholders. The liability to such policyholders is included as
insurance and annuity reserves in the consolidated statutory statements of financial condition. The
principal amount of the funds held by the former reinsurer is guaranteed to earn at least 3.125% per year.
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The Company was involved in a lawsuit against Hancock, seeking consideration distributed upon
Hancock’s reorganization as a stock life insurer in 2000. On September 26, 2005, the Court issued a
final order declaring that Mutual of America was eligible to receive financial consideration in conjunction
with Hancock’s reorganization. Such financial consideration consisted of 3,535,948 common shares of
Manulife Financial Corporation (parent company of Hancock) and cash dividends accumulated on the
stock since 2000, that had been held in trust pending the Court's fina!l decision. Net investment income in
2005 includes a special one-time dividend of approximately $166.9 million, net of a deferred income
fiabllity. All of these shares were sold during the fourth quarter of 2005, resulting in $15.4 miflion of
realized capital gains.

The guaranteed funds are transferable to Mutua! of America over time and are stated at the total principal
amount of future guaranteed transfers to Mutual of America of $57.8 million and $66.1 million at
December 31, 2006 and 2005, respectively. The actual interest and other altocated investment earnings,
including the special one-time dividend in 2005 discussed above, related to this contract amounted to
$28.9 million and $171.7 million in 2006 and 2005, respectively, and are included in net investment
income. The 2006 amount includes $25.0 million recognized as a result of a decrease in the entire
deferred income liability during the year.

4. REAL ESTATE

Real estate consists primarily of an office building that Mutual of America purchased for its corporate
headquarters. The Company occupies approximately one-third of this office building as its corporate
headquarters and leases the remaining space. Depreciation expense was $6.2 million and $5.8 million in
2006 and 2005, respectively.

5. PENSION PLAN AND POSTRETIREMENT BENEFITS

Pension Benefit and Other Benefit Plans

The Company has a qualified, non-contributory defined benefit pension plan covering virtually all
employees. Benefits are generally based on years of service and final average salary. The Company’s
funding policy is to contribute annually, at a minimum, the amount necessary to satisfy the funding
requirements under the Employee Retirement Income Security Act of 1874 (ERISA). The Company also
maintains two non-qualified defined benefit pension plans. The first provides benefits to employees
whose total compensation exceeds the maximum allowable compensation limits for qualified retirement
plans under ERISA. The second provides benefits to non-employee members of the Board of Directors.

The Company has two defined benefit postretirement plans covering substantially all salaried employees.
Employees may become eligible for such benefits upon attainment of retirement age white in the employ
of the Company and upon satisfaction of service requirements. One plan provides medical and dental
benefits and the second plan provides life insurance benefits,. The postretirement plans are contributory
for those individuals who retire with less than 20 years of eligible service, with retiree contributions
adjusted annually, and contain other cost-sharing features, such as deductibles and coinsurance. All
benefit plans are underwritten by Mutual of America.
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The components of net periodic benefit costs as calculated in the January 1, 2006 and 2005 plan

valuations are as follows:

Penslon Benefits Other Benefits
December 31 (in millions) 2006 2005 2006 2005
Service cost $ 100 $ 101 1.4 $ 13
Interest cost on Projected Benefit Obligation (PBO) 12.0 12.6 2.3 2.1
Expected return on plan assets (18.8) {17.2) - -
Prior services costs - - (.2) (.1)
Amortization of unrecognized net loss 9.2 10.2 8 7
Settlement (gain) loss (.3} 4.8 - -
Net benefit expense $ 111 $ 205 43 $ 40

Included in 2006 pension expense is the recognition of a $.3 million settlement loss, resulting from the
leve! of lump-sum benefit payments made related to the non-qualified plan during the year. The changes

in the projected benefit obligation and plan assets are as follows:

Pension Benefits Other Benefits
December 31 {in millions) 2006 2005 2006 2005
Change in PBO
PBO, beginning of year $ 218.0 $ 1987 § 380 § 366
Service cost 10.0 S0 1.4 1.3
Interest cost 12.0 12.6 2.3 21
Plan amendment - 4.2 - -
Change in assumptions - (.5) - 1.5
Actuarial foss {gain) {10.2) 13.7 8 (1.9)
Benefits and expenses paid (7.7) (20.8) {2.5) (1.6)
PBO, end of year $ 2221 $ 2180 $ 400 $ 38.0
Pension Benefits Other Benefits
December 31 {in millions} 2006 2005 2006 2005
Change In P{an Assets
Plan assets, beginning of year $ 1855 § 163.3 - 8 -
Employer contributions 10.0 34.6 - -
Return on plan assets 214 84 - -~
Benefits and expenses paid (1.7} (20.8) - -
Plan assets, end of year 209.2 185.5 - —
Plan assets (Jower than) in excess of PBO $ (129) §$ (325) § (400) % (38.0

At December 31, 2006 and 2005, all of the qualified pension plan assets are invested in one of the
Company's Separate Accounts and participation in certain other funds managed by outside investment
advisors and consisted of approximately 80% in equity investments and 20% in fixed-income
investments. For financial reporting purposes, the prepaid benefit cost at December 31, 2006 and 2005,
has been classified as a nonadmitted asset. The prepaid (accrued) benefit cost is as follows:

Pension Benefits
December 31 {In millions) 2006 2005

Other Benefits
2006 2005

Plan assets (lower than) in excess of PBO $ (129) $ (325) § (40.0) § (38.0)
Unrecognized prior service cost 5.0 5.9 (1.4) (1.5)
Unrecognized net loss from past experience

different from that assumed 83.4 103.3 13.0 13.0
Prepaid (accrued) benefit cost, end of year $ 755 $ 76.7 $-{284) § (26.5)

The Company funds the qualified non-contributory defined benefit pension plan in accordance with the
requirements of ERISA. Plan assets at fair value for the qualified pension plan were $170.7 million and
$144.8 million at December 31, 2006 and 2005, respectively. The actuarial present value of accumulated
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benefits for the qualified pension plan was $134.5 million and $124.6 million at December 31, 2008 and
2005, respectively.

During 2006 and 2005, the Company made contributions to the qualified ptan of $10.0 million and $22.2
million, respectively. The Company estimates that it will make contributions of approximately $10.0
million to its defined benefit plans in 2007. Benefits expected to be paid from these plans total $23.9
million in 2007, $7.3 million in 2008, $14.4 million in 2009, $8.5 million in 2010 and $11.3 million in 2011.
The aggregate benefits expected to be paid in 2012 through 2016 total approximately $128.8 million. The
calculation of expected benefits is based on the same assumptions used to measure the Company’s
benefit obligation at December 31, 2008,

The assumptions used in determining the aggregate projected benefit obligation for pension and other
benefit plans were as follows:

Penslon Benefits Other Benefits
Weighted average assumptions at December 31 2008 2005 2006 2005
Discount rate 5.75% 5.75% 5.75% 5.75%
Rate of compensation increass 4.17% 4.23% 4.00% 4.00%
Expected return on plan assets 9,50% 10.50% |

The weighted average discount rate, compensation rate increase and expected return on plan assets
assumptions used to compute the net benefit expense for pension and other benefits were 5.75%, 4.17%
and 10.50%, respectively, in 2006 and 6.00%, 4.23% and 10.50%, respectively, in 2005. The Company’s
current overall expected long-term rate of return on plan assets is now 9.50%. This expected long-term
rate of return was determined based upon the current projected benefit payout period and the current mix
of plan investments, which consists of approximatety 80% in equity investments and 20% in fixed-income
investments. The Company believes that this investment mix properly matches the plan's benefit
obligations. The equity component of the expected long-term rate of return was determined using a
combination of the actual rate of return of equities (net of inflation) and an inflation-adjusted equity rate of
return (assuming an infiation rate of 4%) based upon historical 30-year rolling averages {with the most
recent five years more heavily weighted).

The health care cost trend rate assumption has an effect on the amounts reported. The assumption is
7.0% for 2007 and is expected to decrease by .5% each year thereafter until 2009, at which time it will
remain constant at 5.0%. For example, increasing the assumed health care cost trend rate by 1.0% each
year would increase the accumulated postretirement obligation for the plan as of December 31, 2008, by
$3.4 million and the aggregate of the service and interest cost components of the net periodic benefit cost
for 2006 by $.4 million. Benefits expected to be paid from this plan total $2.5 million in 2007, $2.8 million
in 2008, $3.0 million in 2009, $3.2 million in 2010 and $3.4 million in 2011. Aggregated benefits expected
to be paid in the period 2012 through 2016 total approximately $20.3 million. The calculation of expected
benefits is based on the same assumptions used to measure the Company's benefit obligation at
December 31, 2006.

Savings and Other incentive Pians

All employees may participate in a Company-sponsored savings plan under which the Company matches
a portion of the employee's contributions up to 6% of salary. The Company contributed $2.1 million and
$2.0 million in 2006 and 2005, respectively. The Company also has a long-term performance-based
incentive compensation plan for certain emptoyees and directors. Prior to 2005, shares were granted
each year and generally vested over a three-year period. The value of such shares granted prior to 2005
is based upon increases in the Company's statutory surplus and the maintenance of certain financial
ratios. Commencing in 2005, no new shares have been issued under this plan, and the total value
related to the majority of outstanding shares under this plan will be paid out on March 15, 2008, based
upon the level of statutory surplus at December 31, 2007. A new plan was started during 2005. Shares
under this plan were granted in 2006 and 2005 and generally vest over a three-year period. The value of
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such shares is equal to number of shares multiplied by the current share price, which is determined by
the level of total assets of the Company. Certain additional threshold financial performance measures
must also be met in order to receive a payout at the end of the third year. The total expense incurred
related to these plans was $7.4 million and $17.8 million in 2006 and 2005, respectively.

6. COMMITMENTS AND CONTINGENCIES

Rental expenses were $24.3 mitlion and $23.1 million in 2006 and 2005, respectively. The approximate
minimum rental commitments under non-cancelable operating leases are as follows: $4.1 million in 2007,
$3.9 million in 2008, $3.7 millien in 2009, $3.3 million in 2010, $3.0 million in 2011 and $9.0 million
thereafter. Such leases are principally for leased office space, furniture and equipment. Certain office
space leases provide for adjustments to reflect changes in real estate taxes and other operating
expenses.

The Company is involved in various legal actions thal have arisen in the course of the Company’s
business. In the opinion of management, the ultimate resolution with respect to such lawsuits as well as
other contingencies will not have a material adverse effect on the Company's consolidated financial
statements.

7. EEDERAL INCOME TAXES

Effective January 1, 1998, Mutual of America's pension business became subject to federal income tax.
Mutual of America files its federal income tax return on a separate company basis. Mutual of America's
non-insurance subsidiaries file a consolidated income tax return.

Regulation No. 172 requires Mew York domiciled insurers to adopt certain deferred income tax
accounting principles as their prescribed basis of accounting. These principles require that a deferred tax
asset (DTA) or deferred tax liability (DTL) be established for temporary differences between the tax and
statutory reporting bases of assets and liabilities. The change in Mutual of America’'s DTAs and DTLs
must be recorded as a separate component of gains and losses in surplus. Furthermore, Mutual of
America's net DTAs can only be recorded as an admitted asset to the extent that such an amount will be
realized within one year.

A reconciliation of the income tax expense recognized in the Company's consolidated statutory
statements of operations from the amount obtained by applying the statutory rate of 35% to net gain from
operations before federal income taxes follows:

December 31 ($ in millions) 2006 2005
Net gain from operations 3 14.2 $ 1305
Statutory rate 35% 35%
Tax at statutory rate $ (5.0) $ (45.7)
IMR Amortization 47 6.2
Realized capital (gains} losses (1.1} 3.0
Net capital gains deferred in IMR 1.3 3.3
Pension and other benefits related 4.6 {.1)
Change in nonadmitted assets 2.7 35
Change in Mutual of America’s net DTA (7.8) 31.6
Other 3 {(1.0)
Federal income tax {(expense) benafit $ (.3) $ 8
Effective tax rate (2.00)% .64%

The federal income tax expense of $(.3) million in 2006 and the federa! income tax benefit of $.8 mitltion in
2005 arose solely from the operating results of the Company’s non-insurance subsidiaries.
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The components of the net DTA recognized in the Company’s statement of financial condition are as
follows:

December 31 ($ in millions} 2006 2005
Total gross DTAs excluding unrealized (gains) losses $ 3642 $ 3530
Total gross DTLs excluding unrealized (gains) losses (56.9) (53.5)
Mutual of America’'s net DTA 307.3 2995
Tax effect of unrealized (gains) losses {(8.6) 1.8
DTA nonadmitted (297.9) {293.5)
Net admitted DTA 8 7.8
Neon-tnsurance Subsidiaries 6.6 6.9
Total net DTAs [3 7.4 $ 147

As shown above, Mutual of America’s net admitted DTA decreased by $7.0 million during 2006. The tax
effects of temporary differences that give rise to a significant portion of the DTAs and DTLs arise from the
differing statutory and tax-basis treatment of assets and liabilities, insurance and annuity reserves and
contracts and capital gains and losses on investment transactions and nonadmitted assets. Included in
such differences are items resulting from transition rules under the Code as of January 1, 1998, which
accompanied the change in taxation of Mutual of America’s pension business. The transition rules will
continue to moderate Mutual of America's current tax expense over the next several years. As such, no
federal income tax provision or benefit was recognized as of December 31, 2006 and 2005, for Mutual of
America.

At December 31, 2006, the Company had consolidated net operating loss carry forwards of approximatety
$320.9 million, expiring at various dates between 2008 and 2026, and a capital loss carry forward of
approximately $6.9 million expiring in 2011.

The Internal Revenues Service (IRS) is currently conducting an examination of Mutual of America’s 2000
and 2001 federal income tax returns. The IRS has raised questions regarding Mutual's tax deductions for
certain intangible assets and capital losses related to the sale of a holding company and a parinership
interest. The Company continues to believe that additional taxes, if any, assessed for the years under
examination will not have a material effect on its financial position.
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8. FAIR VALUE OF FINANCIAL INSTRUMENTS

The estimated fair values of financial instruments have been determined by using available market
information and the valuation methodologies described below. Considerable judgment is often required in
interpreting market data to develop estimates of fair value. Accordingly, the estimates presented herein
may not necessarily be indicative of amounts that could be realized in a current market exchange. The
use of different assumptions or valuation methodologies may have a material effect on the estimated fair
value amounts. Amounts related to the Company’s financial instruments were as follows:

Statement Estimated
Decembar 31, 2006 {in millions) Value Fair Value
ASSETS
Bonds and notes $ 53652 $§ 53256
Common stocks 401.0 401.0
Preferred stocks 7.2 7.2
Cash and short-term invesiments ) 113.2 113.2
Guaranteed funds transferable 57.8 55.5
Mortgage loans 34 36
Policy loans 98.1 98.1
LIABILITIES
Insurance and annuity reserves $ 52779 $ 53406

Statement Estimated
December 31, 2005 (in millions) Value Fair vVatue
ASSETS
Bonds and notes $ 55151 £ 55392
Commaon stocks 354.5 354.5
Preferred stocks 13.0 13.0
Cash and short-term investments 22.3 223
Guaranteed funds transferable 66.1 63.3
Mortgage loans 38 4.1
Policy loans 95.8 95.8
LIABILITIES
Insurance and annuity reserves $ 53206 $ 54343

Fixed Maturities and Equity Securities - Fair value for fixed maturities is determined by reference to
market prices quoted by the NAIC. If quoted market prices are not available, fair value is determined
using quoted prices for similar securities. Market value for equity securities is determined by reference to
valuations quoted by the NAIC,

Cash and Short-Term Investments - The carrying value for cash and short-term investments
approximates fair values due 1o the short-term maturities of these instruments.

Guaranteed Funds Transferable - Fair value for guaranteed funds transferable is determined by reference
to market valuations provided by the former reinsurer.
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Mortgage Loans - Fair value for mortgage loans is determined by discounting the expected futgre qash
flows using the current rate at which similar loans would be made to borrowers with similar credit ratings
and remaining maturities.

Policy Loans - The majority of policy loans are issued with variable interest rates, which are‘periodically
adjusted based on changes in rates credited to the underlying policies and therefore are considered to be
stated at fair value.

Insurance and Annuity Reserves - Contractual funds not yet used to purchase retirement an_nuities apd
other deposit liabilities are stated at their cash surrender value, General Account policies are |ssue_q with
variable interest rates that are periodically adjusted based on changes in underlying economic conditions.

The fair value of immediate annuity contracts {approximately $1.0 billion and $1.1 billion at December 31,
2006 and 2005, respectively) was determined by discounting expected future retirement benefits using
current mortality tables and interest rates based on the duration of expected future benefits. Weighted
average interest rates of 5.60% and 5.14% were used at December 31, 2006 and 2005, respectively.

9. SIGNIFICANT DIFFERENCES BETWEEN STATUTORY ACCOUNTING PRACTICES AND
GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP)

The accompanying financiai statements are presented in conformity with statutory accounting practices
prescribed or permitted by the New York Department (*statutory accounting™), which practices differ from
GAAP. The significant variances between such practices and GAAP are described below. The Company
has not computed the variance between Surplus and Net Income calculated in accordance with statutory
accounting practices prescribed or permitted by the New York Department and GAAP, as there is no
reporting requirement to do so and the costs involved exceed the benefits derived from these
calculations. Generally, GAAP results in a more favorable presentation of the Company's financial
condition.

Asset Valuations and Investment Income Recognition

GAAP requires the Company’s bonds and notes to be classified as either held to maturity (‘HTM")} or
available for sale ("AFS"), whereas for statutory accounting no such classification is required. in addition,
for GAAP, AFS bonds and notes are carried at their fair market value with the unrealized gains and
losses applied directly to equity; whereas for statutory accounting all bonds and notes in good standing
are carried at their amortized cost.

Realized capital gains and losses, net of applicable taxes, arising from changes in interest rates are
recognized in income currently for GAAP accounting, rather than accumulated in the IMR and amortized
into income over the remaining life of the security soid for statutory accounting.

A general formula-based Asset Valuation Reserve is recorded for statutory accounting purposes;
whereas such a reserve is not required under GAAP.

Certain assets, principally furniture and fixtures and prepaid expenses, for statutory accounting, are

excluded from the statement of financial condition by a direct charge to surplus; whereas under GAAP,
such assets are carried at cost, net of accumulated depreciation.
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Policy Acguisition Costs

Under GAAP, policy acquisition costs that are directly related to and vary with the production of new
business are deferred and amortized over the estimated ife of the applicable policies, rather than being
expensed as incurred, as required under statutory accounting.

Insurance and Annuity Reserves

Under statutory accounting practices, the interest rates and mortality and morbidity assumptions used are
those which are prescribed or permitted by the New York Department. Under GAAP, for annuities the
interest rate assumptions used are generally those assumed in the pricing of the contract at issue; for
disability benefits the interest rates assumed are those anticipated to be earned over the duration of the
benefit period. Mortality and morbidity assumptions are based on Company experience.

Premium Recognition

Insurance contracts that do not subject the insurer to significant mortality or morbidity risk are considered,
under GAAP, to be primarily investment contracts. GAAP requires all amounts received from
policyholders under these investment contracts to be recorded as a policyholder deposit rather than as
premium income.

Deferred Income Taxes

GAAP requires that a deferred tax asset or liability be established to provide for temporary differences
between the tax and financial reporting bases of assets and liabilities. Statutory accounting adopted
similar accounting principles, except that deferred income tax assets are recognized for statutory
accounting only to the extent that they can be utilized within one year; whereas for GAAP all such assets
are recognized regardless of when they will be utiized. All changes in deferred income tax assets or
liabilities are recorded directly as a charge or benefit to surplus for statutory accounting purposes.
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