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March 23, 2007
Fellow Shareholder:

Please join me and the Board of Directors at the 2007 Annual Meeting of Shareholders of StanCorp
Financial Group, Inc., on Monday, May 7, 2007. The meeting will take place at 11:00 a.m. Pacific time at the
Hilton Portland, located at 921 SW 6th Avenue in Portland, Oregon.

Information regarding the business to be conducted at the meeting is contained in the attached Notice of
Annual Meeting and Proxy Statement. We will also present a report on our 2006 operations at the meeting.
Our 2006 Annual Report to Shareholders, which includes our Form 10-K and audited financial statements for
fiscal year 2006, also is enclosed with this mailing.

If you are unable to attend and vote in person, you can still participate in the Annual Meeting by voting
your proxy by mail, telephone, or over the Internet. For instructions on voting by each of these methods,
please refer to the proxy card in this packet. A vote by telephone or over the Internet must be received by
11:59 p.m. Eastern time on May 6, 2007. A mailed proxy card must be received prior to the Annual Meeting.

On behalf of the entire Board of Directors, I encourage you to vote your proxy either in person or via
one of the other methods available so that your shares can be represented at the Annual Meeting.

Sincerely,

-

ERric E. PARSONS
Chairman, President and Chief Executive Officer
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STANCORP FINANCIAL GROUP, INC.

1100 SW Sixth Avenue
Portland, Oregon 97204

Notice of Annual Meeting of Shareholders

Notice is hereby given that the Annual Meeting of Shareholders of StanCorp Financial Group, Inc., an
Oregon corporation, will be held May 7, 2007 at 11:00 am Pacific time at the Hilton Portland, 921 SW 6th Ave,
Portland, Oregon, for the following purposes:

1. Election of Directors;

2. Proposal to Ratify Appointment of Independent Registered Public Accounting Firm;

3. Proposal to Approve the Short Term Incentive Plan; and

4. To transact any other business that may properly come before the shareholders at the Annual

Meeting.

The close of business on March 1, 2007 has been fixed as the record date for determination of shareholders
entitled to notice of, and to vote at, the Annual Meeting.

Shareholders may vote in person, by written proxy, by telephone or over the Internet. Instructions for voting
by telephone and over the Internet are printed on the enclosed proxy card. If you attend the meeting and intend to

vote in person, please notify our personnel of your intent as you sign in for the meeting.

By ORDER OF THE BOARD OF DIRECTORS

Holley Y. Franklin
Corporate Secretary

March 23, 2007



STANCORP FINANCIAL GROUP, INC.

1100 SW Sixth Avenue
Portland, Oregon 97204

PROXY STATEMENT

I. GENERAL INFORMATION

This Proxy Statement concerns the Annual Meeting of Shareholders of StanCorp Financial Group, Inc.
(“StanCorp,” the “Company,” “we,” “us,” “our”) to be held on May 7, 2007 (“Annual Meeting”). The Annual
Meeting will be held at 11:00 a.m. Pacific time at the Hilton Portland, 921 SW 6th Ave, Portland, Oregon. Our
shares of common stock trade on the New York Stock Exchange (“NYSE”) under the ticker symbol “SFG.” We
have only one outstanding class of common stock that is eligible to vote. As of March 1, 2007, we had
53,556,989 outstanding shares of common stock (“Common Stock™).

On behalf of the Board of Directors (the “Board”), the Company is soliciting your proxy for use at the
Annual Meeting and at any adjournment of the meeting. You will be asked to vote upon three items: Item 1.
Election of Directors; Item 2. Proposal to Ratify Appointment of Independent Registered Public Accounting
Firm; and Item 3. Proposal to approve the Short Term Incentive Plan. Your proxy also will permit a vote on any
other matter that may legally come before the Annual Meeting. We currently are not aware of any other item that
will require a shareholder vote.

Included with this mailing is a copy of our 2006 Annual Report to Shareholders, which includes our Annual
Report on Form 10-K and our audited financial statements. Distribution of this Proxy Statement, the
accompanying proxy card and voting instructions occurs on or about March 23, 2007 to holders of our Common
Stock as of the record date for the Annual Meeting.

Voting Rights

Each share of our Common Stock is entitled to one vote on each proposal and with respect to each director
position to be filled. There is no cumulative voting. To be eligible to vote on matters coming before the Annual
Meeting, you must own our Common Stock on the record date. The Board has set the record date as the close of
our business day on March 1, 2007 (“Record Date”). If you owned shares as of the Record Date, you may vote
either in person at the Annual Meeting or by proxy. You may vote by proxy by completing a proxy card and
mailing it in the postage paid envelope, by using a toll-free telephone number, or by voting over the Internet.
Please refer to your proxy card or the information forwarded to you by your bank, broker or other holder of
record to see which options are available to you. Your ability to vote by telephone or by the Internet will close at
11:59 p.m. Eastern time on May 6, 2007. If you choose to vote by mail, we must receive your proxy card prior to
the Annual Meeting.

Voting by Proxy

Included in this packet is a proxy card. The Company is soliciting this proxy from you on behalf of its Board
of Directors. The proxyholder(s), the person(s) designated in the proxy to cast your vote, also known as
“proxies,” will vote your shares according to your instructions. If you return your proxy signed, but without
directions, the proxyholders will vote your shares in accordance with the recommendations of our Board with
regard to Item 1, Item 2 and Item 3. If other matters come before the Annual Meeting that require a shareholder
vote, the proxyholder will vote your shares in accordance with the recommendation of the Board.



You have the right to revoke your proxy at any time up to the time your shares are voted. You have three
ways to revoke your proxy. First, you may do so in writing. Please send your revocation to our Corporate
Secretary, StanCorp Financial Group, Inc., P. O. Box 711, Portland, OR 97207. Your written revocation must be
received by May 4, 2007. Second, you can cast another valid proxy in writing, by telephone or over the Internet.
Your vote will be cast in accordance with the latest valid proxy we have received from you. Third, you can
revoke your proxy by voting in person at the Annual Meeting. If you choose to vote in person, please let our
personnel know that you are revoking a previously given proxy and are now voting in person.

Votes Required

Pursuant to Oregon law, our Articles of Incorporation and our Bylaws, the election of nominees to our
Board at the Annual Meeting requires a quorum. After achieving a quorum, the nominees receiving the highest
number of votes cast in each class will be elected. For a proposal to pass at the Annual Meeting, the meeting
must have a quorum and the proposal must receive more votes in its favor than were cast against it. Broker
non-votes and abstentions will be treated as if the shares were present at the Annual Meeting, but not voting.

Cost of Proxy Solicitation

We pay the cost of soliciting proxies. Our directors, officers or employees may solicit proxies on our behalf
in person or by telephone, facsimile or other electronic means. We have also engaged the firm of Georgeson Inc.
to assist us in the distribution and solicitation of proxies. We have agreed to pay Georgeson Inc. a fee of $5,500
plus expenses for their services.

In accordance with the regulations of the Securities and Exchange Commission (“SEC”) and the NYSE, we
also will reimburse brokerage firms and other custodians, nominees and fiduciaries for their expenses incurred in
sending proxies and proxy materials to beneficial owners of StanCorp Common Stock.

II. MATTERS TO BE VOTED UPON

1. Election of Directors

StanCorp’s business, property and affairs are managed under the direction of the Board of Directors. The
Board is comprised of 12 directors divided into three equal classes. Each of these classes serves a three-year term
in office. At this Annual Meeting, shareholders will be requested to elect four Class II directors for a three-year
term. Class II currently consists of four directors, all of whom have agreed to stand for re-election.

Votes may not be cast for a greater number of director nominees than four.

Board members of the Company also serve on the Board of Directors of our principal subsidiary, Standard
Insurance Company. Our directors serve on the same board committees of Standard Insurance Company as they
do for StanCorp.

In February 2007, the Company implemented a majority vote standard for the election of directors whereby
any nominee for director in an uncontested election as to whom a majority of shares are designated to be
“withheld” from his or her election will promptly tender his or her resignation to the Nominating and Corporate
Governance Committee. The Nominating and Corporate Governance Committee will recommend to the Board
the action to be taken with respect to such offer of resignation.



Directors in Classes

We have set forth below information, as of December 31, 2006, about each nominee and continuing
director. This information includes the director’s age, positions held with us, principal occupation, business
history for at least the last five years, committees of our Board on which the director serves, and other corporate
directorships held.

Director Term
Name ﬁ Since(1) Position Held Expires
Class I
VirginiaL. Anderson ............. ... ... .... 59 1989  Director 2009
Stanley R.Fallis . .......... .. ... ... ... ... 66 2006  Director 2009
Peter O. Kohler, MD . ....................... 68 1990  Director 2009
EricE.Parsons . .......... ... ... ............ 58 2002  Chairman 2009
Class 11
JeromeJ.Meyer ....... ... .. .. . . ... 68 1995 Director 2007
RalphR.Peterson........................... 62 1992  Director 2007
E.KayStepp ........... i 61 1997 Director 2007
Michael G. Thorne . ......................... 66 1992  Director® 2007
Class I1I
Frederick W. Buckman ...................... 60 1996  Lead Director® 2008
John E.Chapoton . .......................... 70 1996  Director 2008
WandaG.Henton ........................... 55 2002  Director 2008
Ronald E. Timpe .......... ... ... ... ... .... 67 1993  Director 2008

(1) Directors elected prior to 1999 served on the Board of Directors of Standard Insurance Company, and
became directors of StanCorp Financial Group, Inc. during the reorganization in 1999.

(2) Mr. Thorne will replace Mr. Buckman as Lead Director effective following this Annual Meeting.
Mr. Buckman will remain on the Board of Directors.

Nominees for Election at the Annual Meeting

The Board has proposed the following individuals for election as Class II directors: Jerome J. Meyer, Ralph
R. Peterson, E. Kay Stepp, and Michael G. Thorne, all of whom are current directors. Each nominee for election
under Class II qualifies as an independent director under applicable NYSE rules. If elected, Class II directors will
serve a three-year term of office to expire at the Annual Meeting of Shareholders in 2010 and until their
successors are elected and qualified.

If any nominee should become unable to serve, the proxyholder will vote for the person or persons the
Board recommends, if any. We have no reason to believe that any of the nominees will be unable to serve if
elected.

Business History of Nominees for Election

Jerome J. Meyer. Mr. Meyer is the retired Chairman of the Board and Chief Executive Officer of
Tektronix, Inc., a high technology company located in Beaverton, Oregon. Mr. Meyer serves on the Audit
Committee and the Finance and Operations Committee.

Ralph R. Peterson. Since 1991, Mr. Peterson has been Chairman, President and Chief Executive Officer of
CH2M Hill Companies, Ltd., an engineering, design and consulting firm located in Denver, Colorado.
Mr. Peterson is Chair of the Audit Committee and serves on the Finance and Operations Committee.

E. Kay Stepp. From 1994 to 2002, Ms. Stepp was principal and owner of Executive Solutions, a
management consulting firm in Portland, Oregon. From 1989 to 1992, Ms. Stepp was President and Chief
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Operating Officer of Portland General Electric, an electric utility. Ms. Stepp is Chair of the Corporate Board of
Providence Health and Services and also serves as a director of Planar Systems, Inc. and Franklin Covey Co.
Ms. Stepp is Chair of the Organization and Compensation Committee and serves on the Finance and Operations
Committee.

Michael G. Thorne. From January 2002 to October 2004, Mr. Thorne was Director and Chief Executive
Officer of the Washington State Ferry System located in Seattle, Washington. From 1991 to 2001, Mr. Thorne
was Executive Director of the Port of Portland, a regional port authority responsible for ownership and
management of marine terminals, airports and business parks, located in Portland, Oregon. He maintains an
active ownership and management interest in the Thorne family farm near Pendleton, Oregon, and serves as chair
of a State of Oregon Task Force responsible for reviewing land use laws and recommending legislative changes.
Mr. Thorne is Chair of the Finance and Operations Committee and serves on the Audit Committee.

Our Board of Directors recommends a vote FOR the election
of the above nominees as directors.

Business History of Continuing Directors

Virginia L. Anderson. From 1988 to April 2006, Ms. Anderson was the Director of the Seattle Center, a
74-acre, 31-facility urban civic center, located in Seattle, Washington. Ms. Anderson serves on the Audit
Committee and the Finance & Operations Committee.

Frederick W. Buckman. From 1999 to September 2006, Mr. Buckman served as Chairman of Trans-Elect,
Inc., an independent company engaged in the ownership and management of electric transmission systems.
Mr. Buckman is President of Frederick Buckman, Inc., a consulting firm located in Portland, Oregon. From 1994
to 1998, Mr. Buckman was President, Chief Executive Officer and Director of PacifiCorp, a holding company of
diversified businesses, including an electric utility, based in Portland, Oregon. Mr. Buckman is also a director of
InfraSource Services, Inc., a leading provider of infrastructure services for electric power, gas, and
telecommunications-intensive industries in the United States, and a member of the Board of MMC Energy, Inc.,
an energy acquisition company which acquires and operates critical power generation and associated energy
infrastructure assets. Mr. Buckman serves as Lead Director of StanCorp, Chairs the Nominating and Corporate
Governance Committee, and serves on the Organization and Compensation Committee.

John E. Chapoton. Since 2001, Mr. Chapoton has been a partner and strategic advisor of Brown Advisory
in Washington, D.C. From 1984 to 2000, Mr. Chapoton was a partner in the law firm of Vinson & Elkins,
serving as managing partner of the Washington, D.C. office of that firm through 1999. Mr. Chapoton is a director
of Saul Centers, Inc., a Real Estate Investment Trust based in Bethesda, Maryland. Mr. Chapoton serves on the
Nominating and Corporate Governance Committee and the Organization and Compensation Committee.

Stanley R. Fallis. From 1994 until his retirement in 1999, Mr. Fallis was the Chair and Chief Executive
Officer of Everen Clearing Corporation, a securities execution and clearing company, and the Senior Executive
Vice President and Chief Administrative Officer for Everen Securities, Inc., a national full service brokerage
firm. Mr. Fallis is also a director of Hines Horticulture, Inc., one of the largest commercial nursery operations in
North America. Mr. Fallis serves on the Audit and Nominating & Corporate Governance Committees.

Wanda G. Henton. Since 1996, Ms. Henton has been Chair and Chief Executive Officer of Lloyd Bridge
Advisory Corporation, a marketing and private placement consulting firm serving investment management
organizations. From 1992 to 1995, Ms. Henton served as Senior Vice President of Lazard Freres, an international
investment bank. Ms. Henton serves on the Nominating and Corporate Governance Committee.

Peter O. Kohler, MD. From 1988 to September 2006 Dr. Kohler was President of Oregon Health &
Science University, located in Portland, Oregon and is now President emeritus. He served as a director of the
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Portland Branch of the Federal Reserve Bank of San Francisco through December 2006. Dr. Kohler serves on the
Finance and Operations Committee and the Organization and Compensation Committee.

Eric E. Parsons. Mr. Parsons has been Chairman, President and Chief Executive Officer of StanCorp and
our principal subsidiary, Standard Insurance Company since 2003; he was elected Chairman in 2004. Prior to his
appointment as President and CEO, Mr. Parsons was President and Chief Operating Officer of StanCorp and
Standard Insurance Company during 2002. Prior to May 2002, he served as Chief Financial Officer and held
management positions in finance, investments, mortgage loans and real estate.

Ronald E. Timpe. From 1998 to May 2004, Mr. Timpe was Chairman of the Board of Directors of
StanCorp and our principal subsidiary, Standard Insurance Company. From 1994 until 2003 Mr. Timpe served as
President and Chief Executive Officer of Standard Insurance Company and, upon its formation in 1998,
StanCorp Financial Group, Inc. Mr. Timpe serves on the Finance and Operations Committee.

2. Proposal to Ratify Appointment of Independent Registered Public Accounting Firm

The Audit Committee of the Board has appointed Deloitte & Touche USA LLP (“Deloitte & Touche”) as
independent auditors for the year 2007. Although not required, our Board is requesting ratification by our
shareholders of this appointment. If ratification is not obtained, the Audit Committee will reconsider the
appointment.

We have been advised that representatives of Deloitte & Touche will be present at the Annual Meeting.
They will be afforded the opportunity to make a statement, and to respond to appropriate questions.

The aggregate fees billed by Deloitte & Touche for professional services rendered for the years 2006 and
2005 were as follows:

2006 2005
Audit Fees .. ... $1,496,500 $1,222,000
Audit-Related Fees . ........ . ... i 161,500 146,000
Tax Fees ... 29,521 35,014
All Other Fees .. ... ..o — —
Total ... $1,687,521 $1,403,014

Audit fees were paid for audits of the financial statements and internal controls of the Company and its
subsidiaries, and review of its quarterly financial statements. “Audit-related” fees were paid for audit of the
Company’s employee benefit plans, a report on the procedures of the Retirement Plans Division (per Statement
on Auditing Standards No. 70), and audits of certain real estate operating expenses.

Tax fees were paid for the purchase of software produced by a Deloitte & Touche subsidiary that is used in
the filing of the Company’s federal income tax return.

The Audit Committee has established a policy under which all services performed by the independent
auditors must be approved in advance by the Audit Committee or, if such pre-approval of a particular activity is
not feasible, by the Chair of the Audit Committee.

Our Board of Directors recommends a vote FOR Ratification of Deloitte & Touche
as the Company’s Independent Registered Public Accounting Firm for 2007.




3. Proposal to Approve the Short Term Incentive Plan

Section 162(m) of the Internal Revenue Code of 1986 limits to $1,000,000 per person the amount that the
Company may deduct for compensation paid to any of its five most highly compensated officers in any year.
Section 162(m), however, exempts from this deductibility limit compensation that qualifies as “performance-
based compensation” as defined in regulations. In 2006 and other recent years, the compensation paid by the
Company to Mr. Parsons has exceeded the $1,000,000 limit, and a portion of the excess was not deductible.

To address the issue of deductibility of executive compensation paid to Mr. Parsons and potentially other
officers, the Board of Directors has adopted the Short Term Incentive Plan (the “Plan”) and submitted the Plan to
the shareholders for approval. The purpose of the Plan is to enable the Company to qualify a portion of the
annual bonuses it pays as “performance-based compensation” that will be fully deductible by the Company
notwithstanding the $1,000,000 limit of Section 162(m). Subject to shareholder approval, the Organization and
Compensation Committee has approved 2007 short-term incentive award opportunities under the Plan. See “New
Plan Benefits.”

The following summary of the Plan is qualified in its entirety by reference to the terms of the Plan, a copy of
which is attached as Appendix 1 to this proxy statement.

Description of the Plan

Administration. The establishment of performance goals and related bonus opportunities under the Plan
and all other decisions regarding the administration of the Plan will be made by the Organization and
Compensation Committee of the Board of Directors (the “Committee”), which is comprised solely of two or
more “outside directors” as that term is defined in regulations under Section 162(m).

Plan Participants. Plan participants will include each executive officer of the Company and each other
key employee of the Company or any subsidiary designated by the Committee as a participant under the Plan.

Bonus Categories. Portions of the bonuses paid under the Plan shall be (1) based on satisfying 162(m)
performance goals, (2) based on satisfying other performance goals, and (3) discretionary bonuses paid in the
discretion of the Committee. The portion of any bonus based on achievement of 162(m) performance goals is
intended to constitute “performance-based compensation” within the meaning of Section 162(m); bonus portions
based on other performance goals or that are discretionary bonuses will not constitute “performance-based
compensation” for this purpose. The “162(m) performance goals” shall be one or more targeted levels of
performance for a fiscal year with respect to one or more of the following objective measures with respect to the
Company or any subsidiary, division, line of business or other unit of the Company: net income, earnings per
share, net income or earnings per share excluding after-tax net capital gains and losses, stock price increase, total
shareholder return (stock price increase plus dividends), capital adequacy ratio, double leverage ratio, assets
under management, portfolio return, return on average equity, return on average equity excluding after-tax net
capital gains and losses from net income and accumulated other comprehensive income (loss) from equity, return
on assets, return on net assets, return on capital, return on investment, economic value added, revenues, premium
revenues, annualized new premiums, operating expenses, income before income taxes, earnings before interest,
taxes, depreciation and amortization (“EBITDA”), non-premium earnings, net investment income and cash
flows, or any of the foregoing before or after the effect of acquisitions, divestitures, accounting changes, and
restructuring and special charges (determined according to criteria pre-established by the Committee). “Other
performance goals” may consist of any objective or subjective goals determined by the Committee.

Performance Goals and Bonus Opportunities. To make an award to any participant for any year under the
Plan, the Committee will, no later than the 90th day of that year, establish in writing (i) a target cash bonus
amount for the participant for performance in that year, (ii) the percentage (e.g., 150%) of the target bonus that
will be the maximum bonus, (iii) the portion(s) of the target bonus that will be payable based on 162(m)
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performance goals and/or other performance goals for the year, and the portion of the target bonus that will be a
discretionary bonus, (iv) the 162(m) performance goals and/or the other performance goals for the year, and
(v) the methodology for determining the bonus amounts to be paid based on the level of achievement of the
162(m) performance goals and/or the other performance goals for the year. The target discretionary bonus
portion may not be more than 20% of the total target bonus in any year.

Computation and Certification of Bonus. Following the conclusion of any year, prior to the payment of
any cash bonuses under the Plan with respect to that year, the Committee will certify in writing the levels of
attainment of the 162(m) performance goals and the other performance goals for the year, the amount of
discretionary bonus determined by the Committee for each participant, and the calculation of the total bonus
amount for each participant. No payment of bonus with respect to any portion of the target bonus based on
162(m) performance goals or other performance goals will be paid if the related performance goal is not met, but
the Committee may, in its discretion, reserve the right to reduce or eliminate an officer’s calculated award based
on circumstances relating to the Company or the officer. The Committee may not exercise its discretion to pay
any amount as a discretionary bonus in replacement for amounts not earned under the 162(m) performance goals.

Maximum Bonus. The maximum cash bonus that may be paid or accrued for any participant with respect
to performance of the Company in any fiscal year will be $2,500,000.

Amendment and Termination. The Plan may be amended or terminated by the Board of Directors at any
time except to the extent that an amendment requires shareholder approval to maintain the qualification of Plan
awards as performance-based compensation. Unless re-approved by the shareholders, the Plan will terminate at
the first meeting of shareholders of the Company in 2012.

New Plan Benefits

Subject to shareholder approval of the Plan, on February 11, 2007 the Committee made 2007 short term
incentive awards under the Plan which are summarized in the following table. These awards are similar to the
2006 awards made under the Company’s prior Short Term Incentive Program.

Name and position Short Term Incentive Plan(1)
Threshold Target Maximum
Bric E. ParsOns . . ..o oot e e $ 435,000 $ 870,000 $1,305,000

Chairman, President and
Chief Executive Officer

Cindy J. McPike . ... .. o $ 117,000 $ 234,000 $ 351,000
Senior Vice President
and Chief Financial Officer

J o Gregory NESS © oo oot ettt ettt e e e $ 196,875 $ 393,750 $ 590,625
Senior Vice President,
Insurance Services Group

Kim W. Ledbetter . ........ ... $ 150,000 $ 300,000 $ 450,000
Senior Vice President,
Asset Management Group

Michael T. WInsIow . ...........c. i $ 108,000 $ 216,000 $ 324,000
Senior Vice President
and General Counsel

Executive Officer Group (above 5 persons) ....................... $1,006,875 $2,013,750 $3,020,625
Non Executive Officer Employee Group (3 persons) ................ $ 227,500 $ 455,000 $ 682,500

(1) The Committee approved total target bonus levels for 2007 of 120% of base salary for Mr. Parsons, 75% of
base salary for Mr. Ness and Mr. Ledbetter, and 60% of base salary for Ms. McPike and Mr. Winslow.
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Twenty percent of each participant’s target bonus is the target discretionary bonus portion. The percentage
of each participant’s target bonus that is subject to achievement of 162(m) performance goals is 80% for
Mr. Parsons, 35% for Mr. Ness, 20% for Mr. Ledbetter, 40% for Ms. McPike, and 20% for Mr. Winslow.
The remainder of each participant’s target bonus is subject to achievement of other performance goals.
Similar to the 2006 Short Term Incentive Program, the 162(m) performance goals for 2007 are based on
achieving targeted levels of earnings per share excluding net after-tax capital gains and losses, revenues,
divisional operating expenses and divisional operating income, as well as maintaining balance sheet strength
as measured by the Standard & Poor’s capital adequacy ratio and double leverage ratio. See “Executive
Compensation—Grants of Plan-Based Awards in 2006” for a description of the financial objectives under
2006 short term incentive awards.

Our Board of Directors recommends a vote FOR the proposal
to approve the Short Term Incentive Plan.

4. Other Matters

Our Board knows of no other matters to be brought before the Annual Meeting. If other matters are
presented, the persons named as proxies will vote on such matters as recommended by the Board.

III. OTHER INFORMATION
Corporate Governance

Corporate Governance Guidelines

The Company’s Corporate Governance Guidelines, which are available publicly at
www.stancorpfinancial.com/investors or upon written request of our Corporate Secretary, set forth the principles
by which the Board manages the affairs of the Company. Among other principles, the Corporate Governance
Guidelines specify director qualifications and independence standards, new director selection practices,
responsibilities of board members, compensation, and the annual Board performance evaluation process. The
Nominating and Corporate Governance Committee reviews the Guidelines on at least an annual basis.

In February 2007, the Company implemented a majority vote standard for the election of directors whereby
any nominee for director in an uncontested election as to whom a majority of shares are designated to be
“withheld” from his or her election will promptly tender his or her resignation to the Nominating and Corporate
Governance Committee. The Nominating and Corporate Governance Committee will recommend to the Board
the action to be taken with respect to such offer of resignation.

Director Independence

Our Board is comprised of a majority of directors who qualify as independent under the NYSE listing
standards. The Board reviews annually any relationship that each director has with the Company (either directly,
or as a partner, shareholder, officer or an employee of an organization with which the Company does business or
makes charitable contributions). The Board’s review includes a qualitative and quantitative assessment of any
relationships from the perspective of both the director and the Company. Following such annual review, only
those directors whom the Board affirmatively determines have no material relationship with the Company are
considered independent.

Under Company and NYSE standards, each current director is independent except for Chairman,
President & CEO, Eric E. Parsons.


www.stancorpfinancial.com/investors

Committees of the Board

Our Board has four committees, the functions of which are discussed below. Each of these committees has a
written charter. Charters for the Audit, Nominating and Corporate Governance, and Organization and
Compensation Committees are available on the Company’s web site, www.stancorpfinancial.com/investors.
Printed copies of these documents are available upon request of our Corporate Secretary, PO Box 711, Portland,
Oregon 97207.

Audit Committee. The Audit Committee met four times in 2006, and in addition meets via teleconference
each quarter to discuss the Company’s financial results and earnings release. It is the responsibility of the Audit
Committee to: provide independent review and oversight of the Company’s accounting and financial reporting
processes and internal controls; oversee the independent registered public accountant’s appointment,
compensation, qualifications, independence, and performance; and assist Board oversight of the integrity of the
Company’s financial statements, the Company’s compliance with legal and regulatory requirements, and the
performance of the Company’s internal auditors.

Members of the Audit Committee are Ralph R. Peterson, Chair, and Directors Anderson, Fallis, Meyer and
Thorne. The Board has determined that Ralph R. Peterson, Chair of the Audit Committee, meets the
qualifications of and has been designated as the “audit committee financial expert” in accordance with the
requirements of applicable SEC rules. The Board also has determined that each member of the Audit Committee
meets all additional independence and financial literacy requirements for Audit Committee membership under
applicable NYSE and SEC rules. For additional information concerning the Audit Committee’s responsibilities,
see the Report of the Audit Committee below.

Finance and Operations Committee. The Finance and Operations Committee met five times in 2006. It is
the responsibility of the Finance and Operations Committee to: oversee the maintenance of an appropriate capital
structure; review operational plans and budgets; oversee the investment policy and review and approve
investment reports; make periodic recommendations regarding dividends; and provide counsel to management
regarding acquisitions, divestitures and other business combinations. The Committee Chair reviews earnings
press releases and financial earnings guidance that will be released publicly. Members of the Finance and
Operations Committee are Michael G. Thorne, Chair, and Directors Anderson, Kohler, Meyer, Peterson, Stepp
and Timpe.

Nominating and Corporate Governance Committee. The Nominating and Corporate Governance
Committee met four times in 2006. It is the responsibility of the Nominating and Corporate Governance
Committee to: review the organization and structure of the Board; review the qualifications of and recommend
candidates for the Board and its committees; review Board compensation, oversee CEO succession planning,
review the effectiveness of the Board, and oversee the ethics and compliance programs. Members of the
Nominating and Corporate Governance Committee are Frederick Buckman, Chair, and Directors Chapoton,
Fallis, and Henton.

The Nominating and Corporate Governance Committee also oversees the Company’s policies governing
conflicts of interest and transactions with related parties. Directors and Executive Officers are required to
disclose any related party transactions, as well as any actual or apparent conflicts of interest. The Company’s
legal staff first reviews all such disclosures, and also reviews annually all other external affiliations and
relationships of each Executive Officer and Director.

Transactions or relationships between an Executive Officer or Director and the Company require review by
the Nominating and Corporate Governance Committee. As required under SEC rules, transactions determined to
be material to the Company or a related party would be disclosed in the Company’s proxy statement. Similarly,
transactions or relationships between Executive Officers or Directors and third parties with whom the company
competes or does business must be reviewed and approved by the Nominating and Corporate Governance
Committee.


www.stancorpfinancial.com/investors

These principles are further described in the Company’s codes of conduct for senior officers and Directors,
available at www.stancorpfinancial.com/investors.

Organization and Compensation Committee. The Organization and Compensation Committee met six times
in 2006. It is the responsibility of the Organization and Compensation Committee to: review executive
compensation and recommend changes, as appropriate; develop and administer an overall compensation policy;
monitor the performance of the CEO; oversee senior executive succession planning; oversee stock option and stock
purchase plans; and review certain organizational changes recommended by the CEO. Members of the Organization
and Compensation Committee are E. Kay Stepp, Chair, and Directors Buckman, Chapoton, and Kohler.

Board and Committee Meetings

In 2006, our full Board of Directors met seven times, and executive sessions of the Board were held at each
regular meeting. Executive sessions are chaired by the Lead Director and take place without the presence of the
CEOQO, other officers, or directors who are not independent under applicable NYSE and Company director
independence standards. Each Director attended greater than 85 percent of the aggregate number of Board
meetings and meetings of committees of which he or she was a member. Our corporate governance guidelines,
available at www.stancorpfinancial.com/investors, require attendance at each Annual Meeting of Shareholders.
Each Director attended the 2006 Annual Meeting.

Communications with the Board of Directors

Our Board welcomes communications from shareholders and other interested parties. Shareholders and
interested parties may contact the Board by writing to:

Lead Director

c/o Corporate Secretary, P7E
StanCorp Financial Group, Inc.
PO Box 711

Portland, Oregon 97207

All shareholder communications and interested party concerns will be reviewed by the Lead Director.

Director Nominations

StanCorp endeavors to maintain a Board of Directors representing a broad spectrum of expertise,
background, perspective and experience. In addition, a candidate for service on the Board of the Company should
possess the following qualities:

A. Sound judgment, good reputation and integrity, and should be a person of influence who is recognized
as a leader in his/her community.

B. A keen sense of the responsibilities of directorship and the ability to take a long-term, strategic view.

C. The willingness and availability to attend at least 75 percent of all Board and committee meetings and
to study background material in advance, and to otherwise fully perform all of the responsibilities
associated with serving as a Director of the Company.

D. An understanding of conflicts of interest and the willingness to disclose any real or potential conflict
that would prevent or influence his/her acting as a Director in trust for shareholders of the Company.

E. Be or become a shareholder of the Company. The candidate should have a positive conviction
concerning the businesses of the Company, and be committed to serving the long-term interests of the
Company’s shareholders.
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F. Be currently or formerly actively engaged in business, professional, educational or governmental work.
Successful experience leading large organizations is preferred, as is ability, skills or experience in some
or all of the following areas:

i)  expertise in financial accounting and corporate finance,

ii) an understanding of management trends in general,

iii) knowledge of the Company’s industry,

iv) leadership skills in motivating high-performance talent, and
v) the ability to provide strategic insight and vision.

G. The willingness at all times to express ideas about matters under consideration at Board meetings. The
candidate should have the ability to dissent without creating adversarial relations among Board
members or management.

H. The ability to meet any requirement of the Oregon Business Corporation Act and, to the extent
applicable, of the Oregon Insurance Code.

I. A reputation and a history of positions or affiliations befitting a director of a large publicly held company.

In conjunction with the Board’s annual self-assessment process, the Board considers the adequacy of the
Board’s composition, including the number of directors as well as the skills, experience, expertise and other
characteristics represented by the directors individually and collectively. Based upon this process the Board will
determine whether the Company should add one or more additional directors. If such a determination is made,
the Board will develop a pool of nominees to be considered for each additional position.

Candidate Recommendations and Identification Process

Director or Officer Recommends a Potential Candidate. If a director or Executive Officer of the Company
wishes to recommend a particular candidate for the Board, he or she will provide the Company with the name of
the candidate as well as a brief description of the candidate’s current status, relevant experience and
qualifications, contact information, and any other pertinent and available information. This information should be
communicated in writing or verbally to the Nominating and Corporate Governance Committee Chair
(“Nominating Committee Chair”).

The Nominating Committee Chair will arrange to discuss the merits of the candidate with the Nominating
and Corporate Governance Committee. This discussion may result in the formulation of a recommendation to the
full Board whether to consider the candidate, follow up for more information regarding the candidate, or reject
the candidate. Following discussion, the full Board will determine whether to reject or add the individual to the
pool of eligible candidates.

The director or Executive Officer making the nomination will be kept regularly apprised of any discussions
and actions taken with respect to such nominee.

Search Firm. The Company may elect to retain a search firm to identify potential candidates. The decision
to retain a search firm shall be made by the Nominating and Corporate Governance Committee in consultation
with the full Board. Any such search firm shall be formally retained by the Company’s Nominating and
Corporate Governance Committee. The Nominating and Corporate Governance Committee also will be
responsible for reviewing and approving all fees and expenses charged by the firm.

The Nominating Committee Chair will coordinate communications with the search firm, and arrange to discuss
the merits of any candidate recommended by the search firm with the Nominating and Corporate Governance

Committee. This discussion may result in the formulation of a recommendation to the full Board whether to consider
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the candidate, follow up for more information regarding the candidate, or reject the candidate. Following discussion,
the full Board will then determine whether to reject or add the individual to the pool of eligible candidates.

Shareholder Recommends a Potential Candidate. In accordance with the procedures set forth below,
shareholders and other interested parties may propose director candidates for consideration by the Nominating
and Corporate Governance Committee. Consistent with the Nominating and Corporate Governance Committee’s
procedures for screening all candidates, such nominees are expected to embody the attributes listed above. In
reviewing candidates referred by shareholders or other interested parties, the Nominating and Corporate
Governance Committee also will give due consideration to any desired skills, experience, expertise or other
characteristics as identified by the Board in its annual self-assessment process.

Shareholders and interested parties may recommend director candidates to the Nominating and Corporate
Governance Committee by writing the Company’s Corporate Secretary at PO Box 711, Portland, Oregon 97207.
Such recommendations will be accepted in the month of June of each year, and should be accompanied by the
candidate’s name and information regarding his or her qualifications to serve as a director of the Company.

Following receipt of such a recommendation, the Nominating Committee Chair will coordinate necessary
communications with the nominee and nominating shareholder or interested party, and arrange to review the
qualifications and discuss the merits of the candidate with the Nominating and Corporate Governance
Committee. This discussion may result in the formulation of a recommendation to the full Board whether to
consider the candidate, follow up for more information regarding the candidate, or reject the candidate.
Following discussion, the full Board will then determine whether to reject or add the individual to the pool of
eligible candidates.

As set forth below in “Shareholder Nominations and Proposals for 2007,” the Company’s Bylaws also
provide shareholders with a separate process by which director candidates can be nominated for election at an
annual meeting of shareholders.

Interview and Selection Process. The Nominating and Corporate Governance Committee, in consultation
with the full Board, shall determine whether to interview any individuals in the pool of eligible director
candidates.

Following the interview process, the Nominating Committee Chair will lead a discussion with the
Nominating and Corporate Governance Committee regarding the relative merits and qualifications of the
candidates and whether the Company should extend an offer to any such candidate. The Nominating and
Corporate Governance Committee will, in turn, develop a recommendation to the full Board in that regard. No
offer will be extended to a director candidate unless the candidate has been discussed with the full Board and the
full Board has approved making such offer.

The Nominating Committee Chair shall, in the course of regularly scheduled Board meetings, keep the full
Board informed of all significant developments in regard to the director interview and selection process. The
Nominating Committee Chair also shall regularly consult with the Company’s CEO in regard to the need for new
directors, the qualifications of director candidates, and any recommendations regarding such candidates. Any
final decisions in that regard, however, are to be made by the Board in their sole discretion.

Additional Materials Available Online

Shareholders and other interested parties may view the Company’s Corporate Governance Guidelines,
Codes of Business Conduct and Ethics for the Board of Directors, senior officers and employees, as well as other
documentation concerning our Board and governance structure at www.stancorpfinancial.com/investors. Print
copies of these documents are available upon request to Shareholder Relations, PO Box 711, Portland,
Oregon 97207.

12


www.stancorpfinancial.com/investors

Report of the Audit Committee

Overview

The Audit Committee operates under a Charter approved by the Company’s Board of Directors. The Audit
Committee reports to the Board of Directors and is responsible for providing independent review and oversight
of the Company’s accounting and financial reporting processes and internal controls and overseeing the
independent auditor’s appointment, compensation, qualifications, independence, and performance. The Audit
Committee Charter sets out the responsibilities, authority, and specific duties of the Audit Committee. The
Charter specifies, among other things, the purpose and membership requirements of the Audit Committee as well
as the relationship of the Audit Committee to the independent accountants, the Internal Audit department, and
management of the Company. All members of the Audit Committee are independent as such term is defined by
the SEC and in the listing requirements of the New York Stock Exchange.

Findings and Recommendation

The Audit Committee reports as follows with respect to the Company’s audited financial statements for the
year ended December 31, 2006:

e The Audit Committee has completed its review and discussion of the Company’s audited financial
statements with management;

* The Audit Committee has discussed with the independent registered public accounting firm, Deloitte &
Touche, the matters required to be discussed by Statement on Auditing Standards (“SAS”) No. 61,
Communication with Audit Committees, as amended by SAS No. 90, Audit Committee Communications,
including matters related to the conduct of the audit of the Company’s financial statements;

* The Audit Committee has received written disclosures as required by Independence Standards Board
Standard No. 1, Independence Discussions with Audit Committees, indicating all relationships, if any,
between the independent auditor and its related entities and the Company and its related entities which, in
the auditor’s professional judgment, reasonably may be thought to bear on the auditor’s independence.
The Audit Committee has reviewed the letter from the independent auditors confirming that in its
professional judgment, it is independent from the Company and has discussed with the auditors the
auditor’s independence from the Company; and

e The Audit Committee has, based on its review and discussions with management of the Company’s 2006
audited financial statements and discussions with the independent auditors, recommended to the Board of
Directors that the Company’s audited financial statements for the year ended December 31, 2006 be
included in the Company’s Annual Report on Form 10-K.

Audit Committee

Ralph R. Peterson, Chair

Virginia L. Anderson Jerome J. Meyer
Stanley R. Fallis Michael G. Thorne
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Beneficial Ownership
Security Ownership of Certain Beneficial Owners
The following table sets forth those persons known to us to be beneficial owners of more than five percent

of our Common Stock as of December 31, 2006. In furnishing this information, we relied on information filed by
the beneficial owners with the SEC.

Common Stock Beneficially Owned

Name and Address of Beneficial Owner Direct % of Class

Barclays Global Investors, NA . ....................... 3,691,934 6.90%
45 Fremont Street, San Francisco, California

Share Ownership of Directors and Officers

The following table sets forth information regarding the beneficial ownership, as of December 31, 2006, of
our Common Stock by each director and nominee, the CEO and certain Executive Officers, and by directors,
nominees and Executive Officers as a group. Any restricted shares held by an officer are included. The table also
includes stock options that vested on or before March 1, 2007. Except as otherwise noted, the named individual
or family members had sole voting and investment power with respect to such securities.

Common Stock Beneficially Owned

Vested % of
Direct Options Class
Virginia L. Anderson . ........... i 2,598 39,500 *
Frederick W. Buckman ........... .. . . . . 15,103 38,000 *
John E. Chapoton . .......... i e e 4,032 41,000 *
Stanley R.Fallis .. ... 2,301 — *
Wanda G. Henton . .. ... .o 1,733 32,000 *
Peter O. Kohler, MD . ... . e 4,032 35,000 *
Jerome J. MBYET . ..ottt 8,418 35,000 *
Ralph R. Peterson . ... e 4,053M 41,000 *
E. Kay Stepp . oo 3,979 41,000 *
Michael G. ThOorne . .. ... e 6,049 41,000 *
Ronald E. Timpe .. ...t e e 44,873 36,418 *
Eric E. Parsons . ... ... e 168,957 357,500 *
Kim. W. Ledbetter . ......... ... .. . i 60,075@ 101,750 *
Cindy J. McPike . .. ..o 26,555 85,250 *
JoGregory NeSS .ot 54,450 144,250 *
Michael T. WInsIow . . ...ttt e et e 25,7492 46,250 *
Executive Officers and Directors as a Group (16 Individuals) ............ 432,957 1,114,918 2.8%

*  Represents holdings of less than one percent.

(1) Includes 104 shares owned by Mr. Peterson’s spouse.

(2) Not included are 262,710 shares owned by Standard Insurance Company’s Defined Contribution Plan Trust
for Home Office Employees and Standard Insurance Company’s Defined Contribution Plan Trust for Field
Personnel. The purchase and sale of Common Stock by these plans are determined by terms of the plan and
are carried out by the administrator. Mr. Ledbetter, Mr. Winslow and one other officer are co-trustees of the
trusts. The co-trustees have voting power over the shares owned in the trust, but do not have investment or
dispositive power over the shares. The co-trustees cannot withdraw shares from the trust and, upon
retirement, neither the co-trustees nor any other employee participants receive distributions in stock from
the plan.
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Shares owned on December 31, 2006 included 13,114 performance-based restricted shares that were
forfeited on February 15, 2007, including: 7,111; 1,305; 1,305; 1,305; and 1,044 for Parsons, Ledbetter, Ness,
McPike, and Winslow, respectively.

Our Board believes it is important for the Company’s Executive Officers to own significant amounts of
Company stock. This enhances the alignment of the Company’s Executive Officers with the interests of the
Company’s shareholders, and demonstrates a commitment to the Company’s long-term financial success. In that
regard, our Board has developed stock ownership guidelines for the Executive Officer group ranging from a
multiple of four times base salary for the President and CEO to two times for other Executive Officers. For
purposes of these guidelines, ownership will be measured over a rolling 24 month period. It is anticipated that
targeted ownership levels will be met over time largely by means of acquisitions through company compensation
plans such as the Long Term Incentive Program (“LTIP”) discussed herein.

Director Compensation

Under the director compensation program in effect in 2006, each director who is not an employee of
StanCorp or Standard Insurance Company received an annual retainer fee of $45,000 and a $1,250 meeting fee
for each committee meeting attended. Each chair of a Board committee receives an additional annual retainer fee
of $5,000. The Lead Director receives a premium retainer fee of $25,000 for a total annual retainer fee of
$70,000. All retainer fees are paid in quarterly installments promptly following the end of each calendar quarter,
and are paid two-thirds in cash and one-third in unrestricted common stock valued based on the closing market
price of the common stock on the last trading day prior to the payment date. Additionally, on the date of each
annual meeting of shareholders, each director receives an option to purchase 8,000 shares of common stock with
an exercise price equal to fair value on the grant date and a term of ten years, and becoming exercisable in full
one year after the grant date.

Effective with the Annual Meeting on May 7, 2007, director compensation is being modified to increase the
annual retainer fee from $45,000 to $50,000, pay all retainer fees 100% in cash, and reduce the annual option
grant to 3,500 shares. In addition, upon completion of each year of service between annual meetings, each
director will be issued 1,000 shares of unrestricted common stock. The first issuance of these shares under the
new program will occur on the day prior to our 2008 annual meeting.

We reimburse directors for all travel and other expenses incurred in connection with their duties. Our
directors receive only one retainer for serving on StanCorp’s and Standard Insurance Company’s boards and one
meeting fee for joint meetings of StanCorp and Standard Insurance Company committees.

Non-employee directors are eligible to participate in our Deferred Compensation Plan for Directors. Under
this plan, each director may elect in advance to defer either all of his or her annual cash retainer, all of his or her
meetings fees, or both, earned each year. Deferred amounts are credited to participants’ accounts under the plan
which are credited periodically with the rate of return on the Standard Insurance Company Stable Asset Fund,
one of our investment products for 401(k) plans which had a return of 5.42% in 2006. Participants make elections
regarding distribution of their accounts at the time they elect to defer compensation. Distributions commence in
the next month after a participant ceases to be a director or earlier upon reaching age 65, and may be made in a
lump sum or in annual installments over two to ten years.
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Director Compensation in 2006

The following table provides information regarding compensation paid or accrued for non-employee

directors in 2006.

Fees earned or Stock Option
paid in cash Awards(1) Awards(2) Total

Name $) $) $) ($)

Virginia L. Anderson ... .......... . i 41,250 15,006 122,143 178,399
Frederick W.Buckman ........... ... .. .. ... ... ...... 62,500 24977 122,143 209,620
John E.Chapoton ........... .. .. .. ... 41,250 15,051 122,143 178,444
Stanley R. Fallis ........ ... ... . .. .. . 40,000 15,000 92,033 147,033
WandaG.Henton ............ ... .. .. . i 35,000 15,000 122,143 172,143
Peter O. Kohler, M.D. ........ ... . .. .. .. 43,750 15,051 122,143 180,944
Jerome J. Meyer ..........i.ii 40,000 15,051 122,143 177,194
Ralph R. Peterson . ......... .. ... ... 44,583 16,699 122,143 183,425
E.Kay Stepp .. oo 44,583 16,699 122,143 183,425
Michael G. Thorne .............. ... 44,583 16,695 122,143 183,421
Ronald E. Timpe . ........coo i 36,250 15,051 122,143 173,444
(1) Represents the amount of compensation expense recognized under FAS 123R in 2006 with respect to the

@)

one-third portion of director annual retainers paid in unrestricted common stock. Each quarterly installment
of stock issued in payment of retainers had a grant date fair value equal to one-fourth of the total amount
reported in the table.

Represents the amount of compensation expense recognized under FAS 123R in 2006 with respect to annual
director options granted in 2006 and 2005, disregarding estimated forfeitures. Compensation expense is
equal to the grant date fair value of the options estimated using the Black-Scholes option pricing model, and
is recognized ratably over the one-year vesting period. On May 8, 2006, each non-employee director was
granted an option for 8,000 shares with an exercise price of $50.54 per share and a grant date fair value of
$17.26. The assumptions made in determining the grant date fair values of options under FAS 123R are
disclosed in Note 13 of Notes to Consolidated Financial Statements in our Annual Report on Form 10-K for
the year ended December 31, 2006. As of December 31, 2006, non-employee directors held outstanding
options for the following numbers of shares of our common stock: Virginia L. Anderson, 47,500; Frederick
W. Buckman, 46,000; John E. Chapoton, 49,000; Stanley R. Fallis, 8,000; Wanda G. Henton, 40,000; Peter
O. Kohler, MD, 43,000; Jerome J. Meyer, 43,000; Ralph R. Peterson, 49,000; E. Kay Stepp, 49,000;
Michael G. Thorne, 49,000; and Ronald E. Timpe, 44,418.
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Executive Compensation

The following table shows compensation earned by the Chief Executive Officer, the Chief Financial Officer

and the three other most highly compensated executive officers who were serving as executive officers on
December 31, 2006 (“Named Executive Officers”).

Summary Compensation Table

Change in
Pension Value
and Non-
qualified All
Non-Equity Deferred Other
Stock Option  Incentive Plan Compensation Compen-
Salary Bonus(1) Awards(2) Awards(3) Compensation(1) Earnings(4) sation(5) Total

Name and Principal Position Year ($) [€)) [€)) €)) [€)) &) %) %)
Eric E. Parsons ............... 2006 725,000 123,250 985,531 973,525 447,325 492,139 74,431 3,821,201

Chairman, President and Chief
Executive Officer

Cindy J. McPike .............. 2006 375,000 155,250 203,155 278,357 90,000 85,782 35,810 1,223,354
Senior Vice President and Chief
Financial Officer

J.Gregory Ness ............... 2006 475,000 148,913 287,384 280,526 138,581 366,656 38,502 1,735,562
Senior Vice President,
Insurance Services Group

Kim W. Ledbetter ............. 2006 375,000 108,591 280,642 250,669 134,297 422,050 36,274 1,607,523
Senior Vice President, Asset
Management Group

Michael T. Winslow ........... 2006 350,000 199,500 171,433 174,451 21,000 58,855 34,655 1,009,894
Senior Vice President and
General Counsel

(€]

(@)

3)

“
(&)

The total bonus earned by each Named Executive Officer under the Company’s 2006 Short Term Incentive Program is equal to the sum
of the amounts reported in the Bonus column and the Non-Equity Incentive Plan Compensation column.

Represents the amount of compensation expense recognized under FAS 123R in 2006 with respect to performance-based restricted stock
awards, related cash performance units and tenure-based restricted stock awards granted in 2006 and prior years. Compensation expense
for tenure-based restricted stock is equal to the value of the restricted shares based on the closing market price of the Company’s
common stock on the grant date, and is recognized ratably over the vesting period, which is generally three to four years. Compensation
expense for performance-based restricted stock is generally equal to the value of the restricted shares that were earned as a result of our
performance in 2006 based on the closing market price of the Company’s common stock on the grant date in February 2004, and
compensation expense for the related cash performance units is generally equal to the current market value of the cash performance units
that were earned as a result of our performance in 2006.

Represents the amount of compensation expense recognized under FAS 123R in 2006 with respect to options granted in 2006 and prior
years, disregarding estimated forfeitures. Compensation expense is equal to the grant date fair value of the options estimated using the
Black-Scholes option pricing model, and is recognized ratably over the four-year vesting period. The assumptions made in determining
the grant date fair values of options under FAS 123R are disclosed in Note 13 of Notes to Consolidated Financial Statements in our
Annual Report on Form 10-K for the year ended December 31, 2006.

All amounts represent changes in the actuarial present value of accumulated benefits under our qualified pension plan and supplemental
retirement plan.

Includes Company matching contributions to the accounts of the Named Executive Officers under our 401(k) plan and our nonqualified
deferred compensation plan of $56,543, $21,486, $24,178, $21,950 and $21,051 for Parsons, McPike, Ness, Ledbetter and Winslow,
respectively. Also included in this column are amounts for officers’ tax and financial planning, club dues and parking.

17



Grants of Plan-Based Awards in 2006

The following table contains information concerning the 2006 bonus opportunities for the Named Executive Officers under
our Short Term Incentive Plan, and the long-term performance share awards, tenure-based restricted stock awards and stock
options granted to the Named Executive Officers in 2006.

All

Other

Stock  All Other
Awards: Option Closing Grant
Number Awards: Market Date Fair

Estimated Possible Payouts  Estimated Future Payouts of

. . . N Number of Exercise or Price Value of
Under Non-Equity Incentive Under Equity Incentive .
Plan Awards(1) Plan Awards(2) Shares  Shares BasePrice on  Stock and

of  Underlying of Option Grant Option
Grant Approval Threshold Target Maximum Threshold Target Maximum Stock(3) Options(4) Awards)(5) Date)(5) Awards(6)

Name Date  Date $) $) $) #) # # #) ) @Sy /S $)
Eric E. Parsons ...... 2/24/06 2/24/06  $290,000 $580,000 $870,000
2/24/06  2/24/06 2,057 14,400 20,570 $1,112,014
2/24/06 2/24/06 1,372 9,600 13,715 741,433
1/3/06  12/9/05 60,000 $49.95  $50.36 736,248
Cindy J. McPike ..... 2/24/06  2/24/06 45,000 90,000 135,000
2/24/06 2/24/06 320 2,240 3,200 172,992
2/24/06 2/24/06 214 1,498 2,140 115,688
1/3/06 12/9/05 24,000 $49.95  $50.36 294,499
J. Gregory Ness ...... 2/24/06 2/24/06 106,875 213,750 320,625
2/24/06 2/24/06 400 2,800 4,000 216,240
2/24/06 2/24/06 257 1,800 2,570 138,934
1/3/06  12/9/05 4,000 201,440
1/3/06 12/9/05 30,000 $49.95  $50.36 368,124
Kim W. Ledbetter ....2/24/06 2/24/06 84,375 168,750 253,125
2/24/06 2/24/06 375 2,625 3,750 202,725
2/24/06 2/24/06 237 1,659 2,370 128,122
1/3/06  12/9/05 4,000 201,440
1/3/06  12/9/05 26,000 $49.95  $50.36 319,041
Michael T. Winslow .. 2/24/06 2/24/06 21,800 42,000 63,000
2/24/06 2/24/06 257 1,800 2,570 138,934
2/24/06 2/24/06 175 1,200 1,715 92,713
1/3/06  12/9/05 20,000 $49.95  $50.36 245,416

(1) All amounts reported in these columns represent a portion of the potential bonuses payable for performance in 2006 under our Short Term Incentive Program
(STIP). Under this program, varying percentages of the participants’ target bonuses are based on our performance against financial objectives, varying
percentages are based on completion of individual projects, and the remaining 20% each participant’s target bonus is in the discretion of the Organization and
Compensation Committee (the “Committee”). Only the portion of the target bonus based on performance against financial objectives is considered an incentive
plan award reportable in this table. The Committee approved total target bonus levels under the 2006 STIP of 100% of base salary for Mr. Parsons, 75% of base
salary for Mr. Ness and Mr. Ledbetter, and 60% of base salary for Ms. McPike and Mr. Winslow. The target amounts in the table represent 80% of the total
target bonus for Mr. Parsons, 60% of the total target bonus for Mr. Ness and Mr. Ledbetter, 40% of the total target bonus for Ms. McPike, and 20% of the total
target bonus for Mr. Winslow.

Forty percent of Mr. Parson’s total target bonus and 20% of the total target bonus of each other Named Executive Officer was based on 2006 earnings per share
excluding after-tax net capital gains and losses, with the target payout level at $3.90 per share, 50% threshold payout level at $3.70 per share and 150%
maximum payout level at $4.06 per share. Twenty percent of Mr. Parson’s total target bonus was based on 2006 revenues, with the target payout level based on
a 10% increase over 2005 revenues, 50% threshold payout level based on a 6% increase and 150% maximum payout level based on a 12% increase. Ten
percent of the total target bonus for Mr. Parsons and Ms. McPike was based on achievement of operating expense targets for 2006, with the target payout level
based on achieving operating expenses no greater than 15.5% of premiums for the Insurance Services business segment and 0.8% of average assets under
administration for the Asset Management business segment, 50% threshold payout level based on achieving one of the two operating expense targets, and
150% maximum payout level based on achieving target and reducing expense levels to either 15.1% for Insurance Services or 0.75% for Asset Management.

Forty percent of Mr. Ness’s total target bonus was based on achievement with respect to five financial objectives for the Insurance Service business segment he
leads. Nine percent of his total target bonus was based on group insurance premiums, with the target payout level based on a 10.1% increase over 2005
premiums, 50% threshold payout level based on an 8.4% increase and 150% maximum payout level based on an 11.8% increase. Twelve percent of his total
target bonus was based on income before income taxes for the two major businesses of Insurance Services. Although these two objectives required different
levels of performance relative to 2005 results to earn target, threshold and maximum payouts, in total these two objectives would have been met at the target
payout level based on no change in income before income taxes compared to a very favorable 2005 for the Insurance Services segment, at the 50% threshold
payout level based on a 9.9% decrease from 2005, and at the 150% maximum payout level based on a 5.1% increase from 2005. Ten percent of his total target
bonus was based on select group insurance sales (annualized new premiums), with the target payout level based on a 4.2% increase over 2005 sales, 50%
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threshold payout level based on a 7.4% decrease from 2005 and 150% maximum payout level based on a 15.8% increase. In addition,
9% of his total target bonus was based on a non-published measure of direct operating expenses for the Insurance Services segment, with
the target payout level based on limiting growth of these expenses to 6.5% over the 2005 level, 50% threshold payout level based on
limiting the increase to 9.8% over 2005 and 150% maximum payout level based on limiting the increase to 4.4%.

Forty percent of Mr. Ledbetter’s total target bonus was based on achievement with respect to six financial objectives primarily for the
Asset Management business segment he leads, with 10% of his target bonus based on the sum of Asset Management segment income
before income taxes plus net capital gains for StanCorp Mortgage Investors. For this measure, a target payout required a 21.6% increase
over 2005 results, a 50% threshold payout required a 12.5% increase over 2005 and a 150% maximum payout required a 27.7% increase.
Four other objectives, each of which was the basis for 6% of Mr. Ledbetter’s target bonus, consisted of income before income tax of the
primary businesses of the Asset Management segment: retirement plans, individual annuities, commercial mortgage loan origination and
servicing, and investment management and advisory services. Although these objectives required varying levels of performance relative
to 2005 results to earn target, threshold and maximum payouts, the sum of these objectives at each payout level was consistent with the
overall Asset Management segment income target described above. Lastly, 6% of Mr. Ledbetter’s target bonus was based on total net
investment income of Standard Insurance Company and Standard Life Insurance Company of New York (which comprises substantially
all of our reported net investment income), with the target payout level based on a 3.3% increase over 2005 results, 50% threshold payout
level based on a 2.2% increase over 2005 and 150% maximum payout level based on a 4.4% increase.

Another 10% of the target bonus for Mr. Parsons and Ms. McPike, which the Committee views as very important for long-term growth
and financial flexibility, was based on balance sheet management, with the 50% threshold payout level based on achieving a capital
adequacy ratio as calculated by Standard & Poor’s for Standard Insurance Company at December 31, 2006 of at least 150% and a double
leverage ratio also as calculated by Standard & Poor’s for our parent company at December 31, 2006 of no more than 130%, target
payout level based on achieving the threshold level and either achieving a capital adequacy ratio of at least 170% or a double leverage
ratio of no more than 125%, and the 150% maximum payout level based on achieving both a capital adequacy ratio of at least 170% and
a double leverage ratio of no more than 125%.

All amounts reported in these columns represent performance-based awards under our 2002 Stock Incentive Plan payable based on our
performance in 2008. Approximately 60% of each participant’s performance-based award was granted in the form of Common Stock
issued to the participant subject to forfeiture if continued employment and financial performance criteria are not met (“Restricted
Shares”). Approximately 40% of each participant’s performance-based award was granted in the form of cash performance units, payable
in cash an amount equal to the value of one share of Common Stock at the time of payment, subject to the same employment and
financial performance criteria applicable to the grants of Restricted Shares (“Performance Units”). Cash performance units allow
recipients to pay tax liabilities associated with the release of shares without selling those shares. Dividends are payable on Restricted
Shares at the same rate paid on all other outstanding shares of our Common Stock, but no dividends or dividend equivalents are paid on
Performance Units.

On February 15, 2009, participants who are employed by us on that date (or whose employment terminated as a result of retirement,
death or disability) will be vested with respect to all or a portion of the Restricted Shares and Performance Units as determined according
to our financial performance for the prior year. The Compensation Committee established financial performance criteria for 2008 based
on our earnings per share excluding after-tax net capital gains and losses (weighted at 50%), revenues (weighted at 35%) and pre-tax
income of all businesses other than life and disability insurance (weighted at 15%). For each financial performance category, no vesting
will occur unless there is at least minimal improvement in performance over 2005. For earnings per share excluding after-tax net capital
gains, vesting at the target level will result from a 12% cumulative annual increase from 2005 to 2008, and vesting for 90% of the
maximum award will result from a 15% cumulative annual increase. For revenues, vesting at the target level will result from a 10%
cumulative annual increase from 2005 to 2008, and vesting for 90% of the maximum award will result from a 12% cumulative annual
increase. For pre-tax income of all businesses other than life and disability insurance, vesting at the target level will result from an 18%
cumulative annual increase from 2005 to 2008, and vesting for 90% of the maximum award will result from a 27% cumulative annual
increase.

All amounts reported in this column represent grants of restricted stock under our 2002 Stock Incentive Plan. These shares of restricted
stock vest on January 1, 2009. Vesting may also be accelerated in certain circumstances as described below under “Potential Payments
Upon Termination or Change in Control.” Dividends are payable on restricted stock at the same rate paid on all other outstanding shares
of our Common Stock.

All amounts reported in this column represent options granted under our 2002 Stock Incentive Plan. Options generally become
exercisable for option shares in four equal installments on the first four anniversaries of the grant date. Vesting may be accelerated in
certain circumstances as described below under “Potential Payments Upon Termination or Change in Control.” Each option has a
maximum term of 10 years, subject to earlier termination in the event of the optionee’s termination of employment.

In accordance with the terms of our 2002 Stock Incentive Plan, the exercise price of stock options we grant has consistently been set at
100% of the closing market price of our Common Stock on the last trading day prior to the grant date. Accordingly, the exercise price for
the options granted on January 3, 2006 was set at $49.95 per share, which was the closing market price of our Common Stock on
December 30, 2005, the last trading day prior to the grant date. For all future option grants, we expect the exercise price to be the closing
price on the date of the grant.

For performance-based awards, represents the value of the maximum number of Restricted Shares or Performance Units issuable, based
on the closing market price of the Company’s common stock on the grant date. For restricted stock awards, represents the value of
restricted shares granted based on the closing market price of the Company’s common stock on the grant date. For option awards,
represents the grant date fair value of options granted based on a value of $12.27 per share calculated using the Black-Scholes option
pricing model. These are the same values for these equity awards used under FAS 123R. The assumptions made in determining these
values are disclosed in Note 13 of Notes to Consolidated Financial Statements in our Annual Report on Form 10-K for the year ended
December 31, 2006.
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Outstanding Equity Awards at December 31, 2006

Option Awards Stock Awards
Equity
Number of Number of Equity Incentive
Shares Shares Number of Market Incentive Plan Awards:
Underlying Underlying Shares Value of Plan Awards: Market
Unexercised Unexercised Option That Shares Number of Value
Options Options Exercise  Option Have Not That Have Unearned of Unearned
Exercisable Unexercisable Price  Expiration Vested Not Vested Shares Shares
Name (#) #) ($) Date #) ($) #) ($)
Eric E. Parsons .... 31,000 — 21.25  2/5/2011 24,392®) 1,098,860 26,0000D 1,171,305
32,000 — 26.31  2/11/2012 24,0002 1,081,200
40,000 — 27.25  5/3/2012
90,000 30,0000 24.41  2/10/2013
53,000 53,000® 32.53  2/9/2014
20,000 60,000 41.25 1/3/2015
— 60,000 49.95 1/3/2016
Subtotal .......... 266,000 203,000
Cindy J. McPike ... 4,000 — 26.31  2/11/2012 8,447 380,537 3,7340D 168,217
20,000 — 24.88  7/19/2012 3,738012) 168,397
18,750 6,250 24.41 2/10/2013
12,500 12,500® 32.53  2/9/2014
5,750 17,250@  41.25 1/3/2015
— 24,000  49.95 1/3/2016
Subtotal .......... 61,000 60,000
J. Gregory Ness . ... 25,000 — 11.06 10/19/2009 12,447® 560,737 4,6200D 208,131
3,000 — 1494  5/1/2010 4,600012) 207,230
25,000 — 21.25  2/5/2011
25,000 — 26.31  2/11/2012
18,750 6,250 24.41 2/10/2013
12,500 12,500® 32.53  2/9/2014
2,500 2,500® 30.94  5/3/2014
6,250 18,750@  41.25 1/3/2015
— 30,000  49.95 1/3/2016
Subtotal .......... 118,000 70,000
Kim W.
Ledbetter . ...... 5,000 — 11.06 10/19/2009 11,447® 515,687 3,7340D 168,217
20,000 — 21.25  2/5/2011 4,284(12) 192,994
20,000 — 26.31  2/11/2012
15,000 5,000 24.41 2/10/2013
12,500 12,500@ 32.53  2/9/2014
5,750 17,250%  41.25 1/3/2015
— 26,000 49.95 1/3/2016
Subtotal .......... 78,250 60,750
Michael T.
Winslow ....... 7,500 — 26.31 2/11/2012  7,638010) 344,092 3,034(1D 136,682
11,250 3,7500  24.41 2/10/2013 3,00012 135,150
7,500 7,500 3253  2/9/2014
3,750 11,250@  41.25 1/3/2015
— 20,000  49.95 1/3/2016
Subtotal .......... 30,000 42,500
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(1) Vest 100% on February 10, 2007.

(2) Vest 50% on February 9, 2007 and 50% on February 9, 2008.

(3) Vest 50% on May 3, 2007 and 50% on May 3, 2008.

(4) Vest one-third on January 3, 2007, one-third on January 3, 2008 and one-third on January 3, 2009.

(5) Vest 25% on January 3, 2007, 25% on January 3, 2008, 25% on January 3, 2009, and 25% on January 3,
2010.

(6) Consists of 14,689 restricted shares and 9,703 cash performance units earned for 2006 performance under a
long-term performance-based award that vested on February 15, 2007.

(7) Consists of 2,695 restricted shares and 1,752 cash performance units earned for 2006 performance under a
long-term performance-based award that vested on February 15, 2007, and 4,000 tenure-based restricted
shares that vested on February 10, 2007.

(8) Consists of 2,695 restricted shares and 1,752 cash performance units earned for 2006 performance under a
long-term performance-based award that vested on February 15, 2007, 4,000 tenure-based restricted shares
that will vest on May 3, 2007, and 4,000 tenure-based restricted shares that will vest on January 3, 2009.

(9) Consists of 2,695 restricted shares and 1,752 cash performance units earned for 2006 performance under a
long-term performance-based award that vested on February 15, 2007, 3,000 tenure-based restricted shares
that will vest on August 9, 2007, and 4,000 tenure-based restricted shares that will vest on January 3, 2009.

(10) Consists of 2,156 restricted shares and 1,482 cash performance units earned for 2006 performance under a
long-term performance-based award that vested on February 15, 2007, and 4,000 tenure-based restricted
shares that vested on February 10, 2007.

(11) Represents the target number of restricted shares and cash performance units under the executive’s long-
term performance-based award granted in 2005 to be earned based on performance in 2007 with vesting of
earned shares to occur on February 15, 2008.

(12) Represents the target number of restricted shares and cash performance units under the executive’s long-
term performance-based award granted in 2006 to be earned based on performance in 2008 with vesting of
earned shares to occur on February 15, 2009.

Option Exercises and Stock Vested in 2006

Option Awards Stock Awards
Number of Number of
Shares Value Shares Value
Acquired on Realized on Acquired on Realized on
Exercise Exercise Vesting(1) Vesting

Name (#) $) (#) $)
Eric E. Parsons . ........... ... 35,000 1,293,485 31,295 1,647,152
Cindy J.McPike ........ .. .. . i — — 4,976 262,335
JoGregory Ness ..o vt — — 4,976 262,335
KimW.Ledbetter ............ ... ... . ... .. ... 15,000 554916 4,976 262,335
Michael T. Winslow .......... ... ... ... . ... ......... 7,500 206,463 4,072 214,676

(1) Shares reported in this column include shares and cash performance units that vested on February 15, 2006
under performance-based awards for performance in 2005. For Mr. Parsons, this number also includes 4,000
shares granted in 2002, the vesting of which was contingent on his continued employment through
February 10, 2006.
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Pension Benefits at December 31, 2006

Present Value of
Number of Years Accumulated

of Credited Benefit (1)
Name E Plan Name Service )
EricE.Parsons ........................... 58 Pension Plan 16 $ 423,029
SRP 16 1,869,001
Cindy J.McPike . ......... ... .. .. ... ... 44 Pension Plan 8 116,602
SRP 8 141,078
J.Gregory Ness ... ... 49 Pension Plan 27 696,758
SRP 27 1,125,250
Kim W. Ledbetter ........................ 54 Pension Plan 32 1,097,855
SRP 32 1,279,532
Michael T. Winslow ...................... 52 Pension Plan 5 81,853
SRP 5 108,490

(1) The Present Value of Accumulated Benefit in the above table represents the actuarial present value as of
December 31, 2006 of the pension benefits the Named Executive Officers would receive under the
respective pension plans if their employment had terminated on that date and they elected to commence
receiving benefits at the earliest age at which benefits were unreduced (age 65 for Mr. Parsons and
Mr. Winslow, age 63 for Ms. McPike, and age 60 for Mr. Ness and Mr. Ledbetter). The actuarial present
value was calculated using a discount rate of 5.75%, the 1994 Group Annuity mortality table and an annual
cost-of-living adjustment of 3%, the same assumptions used in the pension benefit calculations reflected in
our audited balance sheet as of December 31, 2006.

The Standard Retirement Plan for Home Office Personnel (the ‘“Pension Plan”) is our qualified pension
plan. Our Supplemental Retirement Plan for the Senior Management Group (the “SRP”) is a nonqualified
pension program intended to augment the participating executives’ benefits under the Pension Plan, which are
reduced pursuant to limitations imposed by the Internal Revenue Code.

Pension Plan

In general, all of our employees who were employed on or before January 1, 2003 and who were at least 20
years old on that date are eligible for participation in the Pension Plan. A participant’s benefits become 100%
vested after five years of service. Final average earnings for purposes of calculating benefits consists of the
participant’s highest average compensation for any 60 consecutive months in the last 120 months of employment,
with compensation for this purpose generally consisting of salary and bonus excluding any amounts deferred
under our nonqualified deferred compensation plan. However, as of December 31, 2006, the Internal Revenue
Code limited the amount of compensation considered for purposes of calculating benefits under the Pension Plan
to $220,000 per year.

A normal retirement benefit is payable upon retirement at age 65 and is equal to the sum of (a) the
participant’s years of service (up to 35) multiplied by 1.15% of the participant’s final average earnings, plus
(b) the participant’s years of service (up to 35) accrued as of December 31, 2002 multiplied by 0.45% of the
excess of the participant’s final average annual earnings over $10,000, plus (c) the participant’s years of service
accrued after December 31, 2002 (not to exceed 35 minus the years of service accrued as of December 31, 2002)
multiplied by 0.45% of the excess of the participant’s final average earnings over an amount referred to as the
Social Security covered compensation, which generally consists of the average Social Security maximum taxable
wage base over the 35 years preceding the participant’s Social Security normal retirement age. The portion of the
normal retirement benefit that was accrued prior to May 30, 2003 will, commencing upon retirement, be subject
to annual cost-of-living adjustments based on changes in the Consumer Price Index for all U.S. Urban
Consumers, not to exceed a total of 3% times the number of years elapsed since retirement.

22



As of December 31, 2006, none of the Named Executive Officers were eligible for any early retirement
benefit under the Pension Plan.

The basic benefit form for retirement benefits is a monthly annuity for life. The participant may choose
among different benefit forms that are the actuarial equivalent of the basic benefit.

Supplemental Retirement Plan (the SRP)

All executive officers are eligible to participate in the SRP. Benefits under the SRP are equal to (a) the
benefits that would be calculated under the Pension Plan if compensation taken into account when determining
final average earnings was not limited by the Internal Revenue Code and did not exclude amounts deferred under
our nonqualified deferred compensation plan, minus (b) the actual benefits calculated under the Pension Plan.
SRP benefits are otherwise determined and paid under the same terms as benefits under the Pension Plan.

Disability Benefits under Pension Plan and SRP

If the employment of a participant terminates as a result of disability, the participant will continue to be
credited with years of service while disabled, and will be deemed to have continued to receive compensation at
the rate in effect at the time of termination. If the Named Executive Officers had terminated employment on
December 31, 2006 as a result of disability and then elected to commence receiving benefits at the earliest age at
which benefits were unreduced, the Present Value of Accumulated Benefits for each of them as reflected in the
Pension Benefits table above would be higher by the following amounts: Mr. Parsons, Pension Plan—$0, SRP—
$0; Ms. McPike, Pension Plan—$160,301, SRP—$80,527; Mr. Ness, Pension Plan—$0, SRP—$0;
Mr. Ledbetter, Pension Plan—$0, SRP—$0; and Mr. Winslow, Pension Plan—$129,426, SRP—$31,426.

Nonqualified Deferred Compensation in 2006

Executive Company Aggregate Aggregate Aggregate
contributions contributions  earnings  withdrawals/ balance at
in 2006(1) in 2006(1) in 2006 distributions  12/31/2006(2)

Name $) ($) ($) ($) ($)

EricE.Parsons ......................... 57,906 49,506 80,528 — 1,182,524
Cindy J. McPike .......... ... ... ....... 11,966 13,531 4,949 — 54,596
J.Gregory Ness .. ...oviniiiiin ... 19,000 16,000 17,410 — 199,558
Kim W. Ledbetter ....................... 154,392 13,621 52,805 — 679,902
Michael T. Winslow . .................... 22,418 13,018 18,042 — 222,694

(1) Amounts disclosed in the “Executive contributions” column are also included in the “Salary” column of the
Summary Compensation Table. Amounts disclosed in the “Company contributions” column are also
reported in the “All other compensation” column of the Summary Compensation Table.

(2) Amounts reported in the “Aggregate balance” column that have been reported as compensation in the
Summary Compensation Table in this proxy statement or in prior year proxy statements are as follows:
Mr. Parsons, $421,783; Ms. McPike, $39,147; Mr. Ness, $145,743; Mr. Ledbetter, $334,876; and
Mr. Winslow, $171,677.

The Named Executive Officers all participate in our Deferred Compensation Plan for Senior Officers (the
“DCP”). Participants in the DCP may elect in advance to defer from 2% to 50% of their total salary and STIP
bonus earned each year. We make matching contributions following each year equal to the lesser of (a) 100
percent of the participant’s salary and STIP bonus deferred for the year, or (b) 4% of the participant’s total salary
and STIP bonus for the year in excess of the limit under §401(a)(17) of the Internal Revenue Code (which limit
was $220,000 for 2006).

Elective and matching contributions are credited to participants’ accounts under the DCP and are fully
vested at all times. Accounts are adjusted daily by the rate of return on investment options selected by the
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participants. The investment options available under the DCP in 2006 consisted of 18 mutual funds with a variety
of investment objectives generally consistent with the investment choices available to participants in our 401(k)
plan. The investment options had annual returns in 2006 ranging from a 3.28% loss to a 27.96% gain.
Participants may reallocate their accounts among the various investment options at any time. Amounts credited to
participants’ accounts are invested by us in actual investments matching the investment options selected by the
participants to ensure that we do not bear any investment risk related to participants’ investment choices.

Participants make elections regarding distributions of their accounts at the time they elect to defer
compensation, and have limited rights to change these payment elections. Distributions commence in the later of
the seventh month following termination of employment or January of the year following termination of
employment, and may be made in a lump sum or in annual installments over five or ten years. A participant may
request an early distribution from his or her account as needed to meet a financial hardship.

Potential Payments upon Termination or Change in Control

Change in Control Compensation

We have agreed to provide certain benefits to the Named Executive Officers upon a “change in control” of
StanCorp, although certain of the benefits are only payable if the Named Executive Officer’s employment is
terminated by us without “cause” or by the officer for “good reason” within 24 months after the change in
control. In our agreements, “change in control” is generally defined to include:

e the acquisition by any person of 30% or more of our outstanding Common Stock,

* the nomination (and subsequent election) in a 12 month period of a majority of our directors by persons
other than the incumbent directors,

 shareholder approval of a sale of all or substantially all of our assets, or an acquisition of StanCorp
through a merger or consolidation, and

 any other event determined by our Board to be a change in control.

In our agreements, “cause” generally includes continued neglect or willful failure to substantially perform
reasonably assigned duties after notice, gross negligence or willful misconduct that is or may be harmful to us,
dishonesty in the performance of duties, or conviction of fraud, theft or any other felony, and “good reason”
generally includes a material reduction in duties, a reduction in compensation or benefits, or a relocation of the
Named Executive Officer’s principal place of employment by more than 50 miles.

The following table shows the estimated change in control benefits that would have been payable to the
Named Executive Officers if a change in control had occurred on December 31, 2006 and each officer’s
employment was terminated on that date either by us without “cause” or by the officer with “good reason.”

Tenure-Based

Cash Restricted Performance- Tax
Severance Insurance Stock Option Stock Based Equity  Gross-up
Name Benefit(1) Continuation(2) Acceleration(3) Acceleration(4) Acceleration(5) Payment(6) Total
Eric E. Parsons ....... $4,350,000 $22,577 $1,972,980 $ — $4,848,686 $4,032,256 $15,226,499
Cindy J. McPike ...... 1,800,000 21,530 498,285 180,200 778,194 1,188,975 4,467,184
J. Gregory Ness ....... 2,493,750 22,577 564,375 360,400 890,639 1,516,816 5,848,557
Kim W. Ledbetter .. ... 1,968,750 32,159 477,495 315,350 813,333 1,152,741 4,759,828
Michael T. Winslow ... 1,680,000 12,625 321,525 180,200 631,556 1,027,332 3,853,238

(1) Cash Severance Benefit. Each Named Executive Officer has entered into a change of control agreement with us
providing for, among other things, cash severance benefits payable by us if the officer’s employment is terminated by us
without “cause” or by the officer for “good reason” within 24 months after a change in control. The cash severance
payment for each Named Executive Officer is equal to three times the sum of base salary plus target bonus as in effect at
the time of the change in control; provided, however, that the sum of base salary and target bonus will not exceed the
sum of the Named Executive Officer’s base salary and target bonus for 2006. These amounts are payable within 30 days
after termination.
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(2) Insurance Continuation. If cash severance benefits are triggered, the severance agreements for all Named Executive
Officers also provide for continuation of health and life insurance benefits paid by us for up to 18 months following
termination of employment, but not to the extent similar benefits are provided by a subsequent employer. The amounts in
the table above represent 18 months of health and life insurance benefit payments at the rates paid by us for each officer
as of December 31, 2006.

(3) Stock Option Acceleration. If cash severance benefits are triggered, the severance agreements for all Named Executive
Officers also provide that all of the officer’s outstanding unexercisable options will immediately become exercisable and
will remain exercisable for one year. Information regarding outstanding unexercisable options held by each Named
Executive Officer is set forth in the Outstanding Equity Awards table above. Because options accelerated on termination
of employment will have a maximum remaining term of one year, amounts in the table above represent the aggregate
value as of December 31, 2006 of each Named Executive Officer’s outstanding unexercisable options assuming a
one-year remaining term and otherwise calculated using the Black-Scholes option pricing model with the same
assumptions as those used for valuing our options under FAS 123R.

(4) Tenure-Based Restricted Stock Acceleration. Information regarding unvested tenure-based restricted stock held by
each Named Executive Officer is set forth in the Outstanding Equity Awards table above. The award agreements provide
that all shares will immediately vest upon a change in control, whether or not the officer’s employment is terminated.
The amounts in the table above represent the number of unvested tenure-based restricted shares multiplied by a stock
price of $45.05 per share, which was the closing price of our Common Stock on the last trading day of 2006.

(5) Performance-Based Equity Acceleration. As described above in footnote 2 to the Grants of Plan-Based Awards table,
we granted performance-based awards to the Named Executive Officers in February 2006 under which restricted shares
of Common Stock will vest and cash performance units will be paid out based on our performance in 2008. Similar
awards were granted in February 2005 under which restricted shares and cash performance units will vest based on our
performance in 2007, and similar awards were also granted in February 2004 with vesting based on our performance in
2006 but which were outstanding and not yet vested as of December 31, 2006. The award agreements for all Named
Executive Officers provide that all outstanding restricted shares and cash performance units shall immediately vest at the
maximum payout level upon a change in control. This vesting occurs whether or not the officer’s employment is
terminated in connection with the change in control. The amounts in the table above represent the value of outstanding
restricted shares and cash performance units based on a stock price of $45.05 per share which was the closing price of
our Common Stock on the last trading day of 2006.

(6) Tax Gross-up Payment. If any payments to a Named Executive Officer in connection with a change in control are
subject to the 20% excise tax on “excess parachute payments” as defined in Section 280G of the Internal Revenue Code,
we are required under the change of control agreements to make a tax gross-up payment to the officer sufficient so that
after paying ordinary income taxes and the excise tax on the tax gross-up payment, the balance of the payment will be
equal to the excise tax on the other excess parachute payments. However, if the total value of payments to an officer in
connection with a change in control are no more than 115% of the maximum value that could be paid without triggering
the excise tax, the agreements provide that the payments will be reduced to that maximum value thereby avoiding the
need for tax gross-up payments. Amounts in table are estimates.

Other Benefits Triggered on Certain Employment Terminations

As of December 31, 2006, each Named Executive Officer held unexercisable options to purchase Common
Stock as listed in the Outstanding Equity Awards table above. Under the terms of their stock option agreements,
all unexercisable options become fully exercisable for a maximum remaining term of five years upon the death,
disability or retirement of the officer. None of the Named Executive Officers were eligible for retirement as of
December 31, 2006. The aggregate value as of December 31, 2006 of options that would have become
exercisable if death or disability had occurred on that date, assuming a five-year remaining term and otherwise
calculated using the Black-Scholes option pricing model with the same assumptions used for valuing our options
under FAS 123R, for each Named Executive Officer was: Mr. Parsons, $3,096,290; Ms. McPike, $844,503;
Mr. Ness, $970,763; Mr. Ledbetter, $832,743; and Mr. Winslow, $571,713.

As described above in footnote 2 to the Grants of Plan-Based Awards table, we granted performance-based
awards to the Named Executive Officers in February 2006 under which restricted shares of Common Stock will
vest and cash performance units will be paid out based on our performance in 2008. Similar awards were granted
in February 2005 under which restricted shares and cash performance units will vest based on our performance in
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2007, and similar awards were also granted in February 2004 with vesting based on our performance in 2006 but
which were outstanding and not yet vested as of December 31, 2006. The award agreements generally require the
officer to be employed by us on the February 15 following the end of the performance year to receive an award
payout, except that if an officer’s employment earlier terminates as a result of death, disability or retirement, the
former officer will be entitled to an award payout. Accordingly, if any Named Executive Officer had terminated
employment on December 31, 2006 as a result of death, disability or retirement, he or she would have received
the actual payout that has since been determined for the award based on 2006 performance, as well as the payouts
based on 2007 and 2008 performance after the end of those years based on our actual performance against the
performance goals. Based on our actual performance in 2006 and assuming achievement of target performance
levels in 2007 and 2008, the estimated total value of the three award payouts, based on a stock price of $45.05
per share, for each Named Executive Officer would be: Mr. Parsons, $3,351,342; Ms. McPike, $536,942;
Mr. Ness, $615,684; Mr. Ledbetter, $561,539; and Mr. Winslow, $435,692.

Compensation Discussion and Analysis

Operation of the Organization and Compensation Committee

The Organization and Compensation Committee of the Board of Directors (the Committee) exercises sole
authority with respect to performance evaluation, compensation and benefits of the CEO, oversees succession
planning for Executive Officers, and approves the compensation of Executive Officers. The Committee also
oversees all of our broad-based compensation and stock programs. The Committee is comprised of directors E.
Kay Stepp, Frederick W. Buckman, John E. Chapoton and Peter O. Kohler, M.D., each of whom is an
independent director under applicable New York Stock Exchange listing standards. Ms. Stepp serves as Chair of
the Committee.

The Committee operates pursuant to a written charter that is available on our web site and may be accessed
at www.stancorpfinancial.com/investors. Pursuant to its charter, the Committee has full authority to determine
the compensation of Executive Officers. The Committee may not delegate this authority. The Committee
receives recommendations from the CEO as to compensation of other officers, and the CEO participates in
Committee discussions regarding the compensation of other officers. The Committee meets in executive session
without the CEO to determine his compensation.

In 2006, the Committee reviewed the CEO and Executive Officer compensation program and benefits to
ensure they continue to further our compensation philosophy and reflect the Committee’s commitment to link
performance with compensation. The 2006 review included a comprehensive report from a compensation
consultant, which assessed the effectiveness of the compensation program. As part of this analysis, the
Committee compared the Company’s compensation program and performance to those of comparable
companies, and also reviewed the program for internal equity among the Executive Officers. In addition to this
annual review, the Committee regularly meets in executive session, without management present, to discuss
items relating to executive and CEO compensation and performance. These annual and ongoing compensation
reviews permit a continual evaluation of the link between organizational performance and compensation within
the context of the Board’s compensation philosophy and the compensation programs of comparable companies.

The Committee directly retains the services of a consulting firm, Mercer Human Resource Consulting, Inc.
(“Mercer” or “Consultant”) to advise the Committee on executive compensation matters, to assist in the
evaluation of the competitiveness of executive and director compensation programs and to provide overall
guidance to the Committee in the design and operation of these programs. Mercer reports to the Committee
Chair, who establishes Mercer’s work agenda and determines how and to what extent Mercer interacts with
management in the course of its work for the Committee. Mercer’s primary role is to provide objective analysis,
advice and information and otherwise to support the Committee in the performance of its duties.

The Committee requests information and recommendations from Mercer as it deems appropriate in order to
assist it in structuring and evaluating the Company’s executive compensation programs, plans, and practices. The
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Committee’s decisions about the executive compensation program, including the specific amounts paid to
executive officers, are its own and may reflect factors and considerations other than the information and
recommendations provided by Mercer.

In 2006, the Committee instructed Mercer to perform the following activities:

» Evaluate the competitive positioning of the Company’s base salary, annual incentive opportunity, long-
term incentive compensation and benefits for the CEO and Executive Officers relative to the market and
competitive practice;

e Advise the Committee on base salary and equity award levels for the Executive Officers and, as needed,
on actual compensation actions;

* Assess the alignment of the Company compensation levels relative to the performance of the Company
and relative to the Company’s articulated compensation philosophy;

 Brief the Committee on executive compensation trends among the Company’s peers, the broader industry,
and the market and on regulatory, legislative and other developments, including the new disclosure rules;

* Evaluate the impact of the Company’s equity plans on annual share use, run rate and total dilution;

» Evaluate the competitive positioning of the Company’s Board of Directors compensation program; and
 Evaluate the competitive positioning of the Company’s change in control program.

With the Committee Chair’s approval, during 2006 Mercer worked with the CEO and selected members of

the Human Resource and legal staff to obtain the information necessary to carry out its assignments from the
Committee. With respect to the CEO’s compensation, Mercer worked solely with the Committee Chair.

Elements and Objectives of our Compensation Program
The elements of our compensation program for Executive Officers are:
e Annual Component
e Base salary
e Short Term Incentive Plan (annual performance-based bonus)
e Long-Term Component
» Stock options
e Three-year performance-based share awards
e Tenure-based restricted stock
* Benefits Component
e Defined benefit and defined contribution retirement plans

e Change in control arrangements

Philosophy

Our executive compensation program is designed to reward superior performance at the organizational and
individual levels and to attract, retain and motivate highly talented executives whose abilities are critical to our
success. Our compensation program is guided by the following fundamental principles:

e provide a competitive base salary and benefits to attract and retain high quality executives;

e provide incentives to achieve short-term and long-term profitability, growth, and expense control, and to
reward strong performance by the Company, the business operations for which the officer is responsible,
and the individual;
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 provide competitive total compensation that allows us to compete with other organizations nationwide for
executive talent; and

* align the interests of officers with those of our shareholders through grants of equity.

We have several publicly-stated financial goals, set forth below, which drive the Committee’s design of
goals for the Short Term Incentive Plan and the three-year performance share awards:

e 12% to 15% annual growth in net income per share excluding after-tax net capital gains and losses;

* Maintain 14% to 15% return on average equity, excluding after-tax net capital gains and losses from net
income and excluding accumulated other comprehensive income from average equity;

e annual growth in premium revenues of at least 1% to 2% greater than what the Company estimates will
be the industry growth rate and the Company’s long-term objective of 10% to 12%; and

* 20% annual growth in assets under management, including acquisitions.

Use of Market Survey Data

The Committee reviews competitive market data provided by the Consultant as one tool to establish a
competitive range of base salary and short- and long-term incentive compensation. We use two benchmarks. One
is a “peer” group selected by the Committee which consists of ten mid-sized insurance companies with
comparable executive environments and challenges. In November 2005, when the Consultant provided its report
used for making decisions regarding 2006 compensation levels, this group consisted of the following companies:
Protective Life Corporation, The Phoenix Companies Inc., AmerUs Group Co., Everest Re Group Ltd.,
Reinsurance Group of America, Incorporated, Torchmark Corporation, Transatlantic Holdings Inc., FBL
Financial Group, Inc., Unitrin, Inc., and Delphi Financial Group, Inc. Based on 2004 revenues, we ranked
seventh in size among the companies in the peer group. The peer group remained the same for the Committee’s
annual compensation review in November 2006. Based on 2005 revenues, we again ranked seventh in size.

The second benchmark we use is a broader market composite by position prepared by the Consultant based
on data from four executive compensation surveys in which we participate and trended forward using a 3.5%
annual growth rate. The Committee requests the Consultant to provide estimated compensation levels at the 25t
50t, and 75t percentiles for comparable executives in similarly sized insurance companies.

After considering the results of the two benchmarks for each executive position, the Committee generally
sets base salary near or below the 50 percentile, annual target bonus levels under the Company’s Short Term
Incentive Plan near the 50t percentile, and total long-term incentive awards between the 50t and 75 percentiles.
These percentages are generally indicative of the Committee’s historical practice and consistent with the
compensation philosophy.

Annual Component
Base Salaries

Base salaries paid to executives are established by the Committee based, in part, on a review of market
salary analyses prepared by the Consultant. As described above, these analyses include both peer group data and
salary survey data for comparable executive positions of comparable insurance companies. The Committee uses
this information as a guide to establish competitive base salaries designed to retain high quality incumbents. In
addition, the Committee considers the contribution of the executive to the company’s strategic direction and past
performance. Generally, it is the Committee’s intent to target executives’ base salaries at or below the 50th
percentile. Salary levels are in line with our philosophy and historical practice of placing greater emphasis on
performance-based compensation as a component of the overall compensation package.

The base salary for Mr. Parsons was not increased and remained at $725,000 for 2006. This was consistent
with the Consultant’s data indicating that the median base salary level for the CEO position had increased by
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only one percent over the prior year. In the interest of internal equity and recognizing the increased target level
approved by the Committee for his 2006 annual bonus, Mr. Parsons requested no increase in base salary for
2006. Mr. Ness received a 19% increase in base salary to $475,000, about 6% higher than the median market
level for his position in recognition of his increased responsibilities as head of our Insurance Services segment,
representing over 80% of our revenues and profits after our January 1, 2006 internal business realignment. Other
Named Executive Officers received salary increases for 2006 ranging from 8% to 15% to bring their base salaries
up to the Committee’s desired range of the benchmark data.

Annual Bonuses

Annual bonuses are paid to Named Executive Officers under the Company’s Short Term Incentive Program
(“STIP”). The STIP rewards participants for the achievement of annual goals, which are designed to
incrementally achieve our publicly-stated long-term financial objectives of increasing earnings per share,
premium revenues, and assets under management, while maintaining our return on average equity.

The Committee establishes a target bonus for each Named Executive Officer expressed as a percentage of
salary. The maximum bonus under the STIP is then 150% of the target bonus. In determining target bonus levels,
the Committee considers peer group and market survey data and recommendations received from the Consultant,
and sets target bonus levels based upon that data and upon each executive’s potential impact upon shareholder
returns. These targets generally result in the total of salary and target bonus falling near the average of the
median levels for total cash compensation by position of our two benchmarks, with opportunities for higher cash
compensation based on superior performance. For 2006 as compared to 2005, the target bonus as a percentage of
salary was increased for Mr. Parsons from 75% to 100%, for Mr. Ness and Mr. Ledbetter from 60% to 75%, and
for Ms. McPike and Mr. Winslow from 50% to 60%. The Committee based these decisions on a review of the
market provided by the Consultant and the increased responsibilities of Mr. Ness and Mr. Ledbetter as appointed
heads of the company’s two business units. The result is an increase in the percentage of each officer’s pay which
is at risk should performance goals not be met.

The Committee approved individual 2006 STIPs for the Named Executive Officers under which various
percentages of their target bonuses were tied to specific performance goals, providing clear financial incentives for
organization and individual achievement. Certain terms of the 2006 STIP are discussed in greater detail in footnote
(1) under the “Grants of Plan-Based Awards in 2006 table above. All Named Executive Officers had some
percentage (from 20% to 40%) of their target bonus tied to our 2006 earnings per share excluding after-tax net
capital gains and losses, one of our publicly stated financial objectives. The target payout level was set at $3.90 per
share, a 4.3% increase over the very strong performance of 2005 and the midpoint of our forecasted range of
earnings at the beginning of 2006. This target was less than our long-term objective of 12% to 15% annual growth,
reflecting the Committee’s view that long-term objectives will not always be appropriate as short-term goals.
Mr. Parsons had 20% of his target bonus tied to revenue growth, with target payout at a 10% increase in revenues
for 2006 over 2005, and maximum payout at a 12% increase in revenues. Mr. Parsons and Ms. McPike each had
10% of their target bonus tied to goals for reducing operating expenses as a percentage of premiums for the
Insurance Services segment and as a percentage of average assets under administration for the Asset Management
segment, with the target payout level based on achieving both a 15.5% operating expense level for Insurance
Services (compared to 15.6% in 2005) and a 0.8% operating expense level for Asset Management (compared to
0.9% in 2005). Mr. Ness and Mr. Ledbetter each had 40% of their target bonus tied primarily to the financial
performance of the businesses they each lead, with goals based on divisional income before income taxes, revenues
and/or expenses. While generally consistent with our long-term financial objectives, the goals for our two segments
reflected our expectations at the beginning of 2006 that Insurance Services faced a tough comparison with a very
strong 2005 while Asset Management had good prospects for improved results in 2006. In addition, Mr. Parsons
and Ms. McPike also each had 10% of their target bonus tied to goals for maintaining the strength of our balance
sheet, which the Committee views as very important for long-term growth and financial flexibility, with the
maximum payout being paid for achieving the same Standard & Poor’s capital adequacy ratio and double leverage
ratio as of December 31, 2006 as we achieved at December 31, 2005.
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The Named Executive Officers other than Mr. Parsons also had portions of their target bonuses tied to
completion of projects included in their individual plans for the year. Finally, 20% of the target bonus for each
Named Executive Officer is at the discretion of the Committee, allowing the Committee to consider and reward
other aspects of the individual performance of each Named Executive Officer for the year.

Total STIP payouts as a percentage of target for 2006 were 78.8% for Mr. Parsons, 109% for Ms. McPike,
80.7% for Mr. Ness, 86.4% for Mr. Ledbetter, and 105% for Mr. Winslow. Earnings per share excluding after-tax
net capital gains and losses was $3.70 for 2006, achieving the 50% threshold payout level for that goal applicable
to all of the officers. Total revenues increased 6.7% in 2006, achieving a payout at 59% of target for Mr. Parsons
on that goal. The 2006 operating expense percentages for Insurance Services and Asset Management were 15.1%
and 0.6%, respectively, achieving the 150% maximum payout level for that goal for Mr. Parsons and
Ms. McPike. Both balance sheet ratios were achieved resulting in a payout of 150% of target for Mr. Parsons and
Ms. McPike on that goal. For the Insurance Services segment goals applicable to Mr. Ness, group insurance
premiums increased by 6% which was not enough to reach the threshold payout level of 8% for that goal, group
insurance sales decreased by 2% which was sufficient to generate a payout of 76% of target for that goal, direct
operating expenses increased by only 1% achieving the 150% payout level. Income before income taxes for the
Insurance Services segment decreased by 5.9% from the very favorable results of 2005, resulting in a payout of
65% of the aggregate target for the two goals based on income before income taxes of the two major businesses
of the Insurance Services segment. For the Asset Management segment goals applicable to Mr. Ledbetter,
income before income taxes plus net capital gains of StanCorp Mortgage Investors increased by 22% in 2006
resulting in a payout of 107.5% of target for that goal and 112.5% of aggregate target for the four goals based on
individual product line income before income taxes, and total net investment income of Standard Insurance
Company and Standard Life Insurance Company of New York increased by 1.5% in 2006 which was less than
the threshold payout level for that goal.

STIP payouts for completion of projects included in individual plans as a percentage of target were 130%
for Ms. McPike, 109% for Mr. Ness, 83% for Mr. Ledbetter and 120% for Mr. Winslow. Payouts under the
discretionary portion of the 2006 STIP as a percentage of target were 85% for Mr. Parsons, Ms. McPike and
Mr. Winslow, 100% for Mr. Ness and 110% for Mr. Ledbetter.

Long-Term Component

The long-term incentive component of our executive compensation program consists of stock options,
performance share awards and, to a lesser extent, tenure-based restricted stock. These incentives are designed to
reinforce management’s long-term focus on corporate performance and provide an incentive for key executives
to remain with the Company for the long term. Because all of our long-term incentives are stock-based, these
incentives carry a significant exposure for the executives to downside equity performance risk.

In setting levels of long-term incentive awards granted in early 2006, the Committee considered peer group
and market survey data provided by the Consultant. For purposes of comparing long-term incentive
compensation for any year between executives and between companies, the Consultant values (i) stock option
compensation based on the Black-Scholes value of options granted during the year, (ii) performance-based share
compensation based on the grant date market price of the target number of shares covered by awards made
during the year, and (iii) tenure-based restricted stock compensation based on the grant date market price of
outstanding awards spread ratably over the vesting period. The Committee generally seeks to set grant levels for
long-term compensation such that the total value measured in this way for any year is between the average 50t
and the average 75% percentiles for our two benchmarks. Valued this way, the Consultant advised that
Mr. Parsons’ long-term incentive compensation for 2005 of approximately $2.1 million was within the target
range based upon the peer and market survey data, so the value of his 2006 long-term incentives was unchanged
from 2005. For the other Named Executive Officers, the Consultant’s data indicated that 2005 long-term
incentive compensation was considerably below market median, so 2006 award levels were increased by 23% to
46% to bring this compensation within the Committee’s target range.

30



For purposes of determining the specific award levels for options, performance shares and tenure-based
restricted stock, the Committee generally seeks to allocate approximately two-thirds of the total annual award
value to stock options and restricted stock, and one-third of the total annual award value to performance shares.
However, for the CEO, the Committee has allocated an increasing percentage of the total annual long-term award
value to performance shares, with about 50% of the award value allocated to performance shares in 2005 and
nearly 60% allocated to performance shares in 2006.

Stock Options

Options for 2006 for the Named Executive Officers were approved by the Committee on December 9, 2005
to be granted effective on January 3, 2006 with an exercise price based on the closing market price on the
immediately preceding trading day, which was December 30, 2005. This option pricing was consistent with our
long-time practice of using the closing market price on the preceding trading day as the exercise price for options
we grant, as expressly stated in our 2002 Stock Incentive Plan. For options granted in 2007 and in the future, we
have modified our practice to use the closing market price on the grant date as the exercise price. Options
promote executive retention because they carry four-year vesting periods and are forfeited if the employee leaves
before retirement or vesting occurs. Stock options are granted with terms of 10 years. The Committee views
stock options as a key tool to match executive performance with long term shareholder goals. Stock options are
also cost effective to the Company in providing a significant upside reward to executives for strong stock
performance, but little or no reward for poor stock performance.

In making awards, the Committee considers data from the Consultant on total long-term award values and
allocation guidelines among various long-term incentive components as discussed above, and then applies
judgment in weighing the relative contributions and responsibilities of the executives. Mr. Parsons received an
option for 60,000 shares in 2006 compared to an option for 80,000 shares granted in 2005, although the Black-
Scholes value of the 2006 option was only about 10% lower than the 2005 option due to the higher option price
of the 2006 option. This reduction in option grant value in 2006 resulted from the Committee’s determination as
discussed above to maintain Mr. Parsons’ total long-term incentive value for 2006 at the 2005 level, and to shift a
portion of that value from options to performance shares. Other Named Executive Officers received 2006 option
grants for 1,000 to 5,000 more shares than their 2005 grants, and also benefited from higher Black-Scholes per
share option values, resulting in increases in option grant value from 2005 to 2006 of from 25% to 58%.

Performance Shares and Cash Performance Units

Performance shares, or restricted shares which are forfeited if specified performance criteria are not met, are
an integral part of our long-term incentive program. Performance shares focus the recipients on designated long-
term performance goals and vest only to the extent those goals are met. The Committee makes annual
performance share awards with payouts based on our financial performance in the last year of the three-year
performance cycle commencing with the year the award is made. Accordingly, in 2006 the Company made a
performance share grant to each Named Executive Officer with vesting based on achievement of performance
goals in 2008. Each award in 2006 consisted of approximately 60% restricted shares issued to the participant
subject to forfeiture if continued employment and financial performance criteria for 2008 are not met, and
approximately 40% cash performance units each representing a right to receive cash equal to the value of one
share of common stock subject to the same employment and financial performance criteria. The performance
share program includes cash performance units to allow recipients to pay tax liabilities associated with the
vesting of performance shares without selling those shares. Awards made in 2004 and 2005 were similarly split
about 60%/40% between restricted shares and cash performance units. For awards made in 2007, the Committee
changed the structure of the awards with the new awards providing that 100% of the award will be in
performance shares to be issued at the end of the performance period to the extent performance goals are met,
and with a portion of the shares withheld to cover required tax withholding. Under the new form of award,
recipients will no longer receive dividends on the restricted stock prior to completion of the performance cycle.
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Consistent with performance share awards made for the last several years, the performance criteria for the
awards made in 2006 based on performance in 2008 consist of the following three components:

e Growth in earnings per share excluding after-tax net capital gains and losses (weighted at 50%). This
component compares with one of our publicly-stated financial objectives, with payout at target under this
criteria resulting from cumulative annual growth of 12% from 2005 to 2008 and payout at 90% of the
maximum level resulting from cumulative annual growth of 15% from 2005 to 2008.

e Growth in revenues (weighted at 35%). Payout at target under this criterion results from cumulative
annual revenue growth of 10% from 2005 to 2008 and payout at 90% of the maximum level will result
from cumulative annual growth of 12% from 2005 to 2008.

* Growth in income before income taxes of all businesses other than life and disability insurance (weighted
at 15%). Although we do not have a specific publicly-stated financial objective corresponding to this
criteria, payout at target resulting from cumulative annual growth of 18% and payout at 90% of maximum
resulting from cumulative annual growth of 27% are generally consistent with our publicly-stated
objective of increasing assets under management by 20% per year including acquisitions.

Each performance share award specifies a maximum number of shares issuable if exceptional performance
is achieved on all three performance criteria, with a target level equal to 70% of the maximum number of shares
issuable if target performance levels are achieved on all three criteria. As discussed above, in applying
comparative market data provided by the Consultant, performance share awards in any year are valued based on
the grant date market price of the target number of shares and cash performance units granted in that year.
Similar to its stock option award methodology, in setting target levels for performance share awards, the
Committee considers data from the Consultant on total long-term award values and allocation guidelines among
various long-term incentive components as discussed above, and then applies judgment in weighing the relative
contributions and responsibilities of the executives. For Mr. Parsons, the total number of shares and cash
performance units granted at target level in 2006 decreased to 24,000 shares from 26,000 shares in 2005, but the
value of the target number of shares increased by about 10% as a result of the higher market price of our stock on
the 2006 grant date. Accordingly, a greater percentage of his long-term incentive was granted as performance
shares in 2006. For all of the other Named Executive Officers other than Mr. Ledbetter, 2006 target share award
levels were essentially unchanged from 2005, with award values increasing by about 20% due to the increase in
our stock price. Mr. Ledbetter’s 2006 target share award increased by about 10% over 2005 to bring his award in
line with the Committee’s guidelines for overall long-term incentives as compared to market and allocation
among the various types of long-term incentives.

Executive Officers received similar awards in 2004 covering the 2006 performance year, based upon growth
targets for three similar performance criteria with the same relative weightings. Based upon our performance in
2006, these awards vested for 67% of the maximum number of shares and cash performance units awarded, and
the balance was forfeited. Earnings per share excluding after-tax net capital gains and losses was $3.70 for 2006,
representing a 13% cumulative annual increase over 2003 results, and resulting in a payout percentage of 92% of
maximum for that goal (weighted at 50%). Premium revenues of $1.94 billion represented a 7% cumulative
annual increase over 2003 premiums, resulting in a payout percentage of 42% of maximum for that goal
(weighted at 35%). Income before income taxes of all businesses other than life and disability insurance in 2006
represented a cumulative annual increase of 14% over 2003 resulting in a payout percentage of 46% of maximum
for that goal (weighted at 15%).

Tenure-Based Restricted Stock

The Committee selectively grants tenure-based restricted stock to Executive Officers when it believes
supplemental awards are necessary to provide additional incentives for officers to remain with us. These shares
are not subject to performance criteria and generally vest only if the executive remains with the Company until a
specified date in the future. Mr. Ness and Mr. Ledbetter each received an award of 4,000 shares of tenure-based
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restricted stock with a value of approximately $200,000 in January 2006, all of which will vest on January 1,
2009 if they remain employed through that date. Mr. Ness and Mr. Ledbetter each had prior tenure-based
restricted stock awards vesting in 2007, and the Committee believed that an additional layer of restricted stock
was appropriate to enhance retention of these two officers given their importance as leaders of our two business
units and the potential attractiveness of their skill sets to our competitors.

Benefits Component
Retirement Plans

Defined Benefit Plans. The Standard Retirement Plan for Home Office Personnel is our qualified pension
plan generally available to our employees hired on or before January 1, 2003, including all of the Named
Executive Officers. We closed the pension plan to new participants in January 2003 to gradually phase out this
benefit; employees hired since then receive annual supplemental contributions to our defined contribution plans
in lieu of participation in the pension plan. Benefits under the pension plan are based on years of service and final
average earnings, as is typical for defined benefit plans. However, the Internal Revenue Code limits the amount
of annual earnings that can be included in calculating final average earnings under a qualified pension plan,
which limits the retirement benefits of senior executives relative to their earnings during employment. To provide
a level of income replacement in retirement consistent with that provided to other employees, and to provide a
benefit package believed to be competitive with that provided to executives in comparable positions at
comparable insurance companies, we provide the Named Executive Officers with nonqualified supplemental
pension benefits under our Supplemental Retirement Plan for the Senior Management Group. This plan provides
benefits that cover the difference between benefits payable under the pension plan and the benefits that would be
payable under the pension plan without the limit on covered compensation required by the Internal Revenue
Code. For details regarding the determination and payment of benefits under the pension plan and the
supplemental plan, and the present value of accumulated benefits for each Named Executive Officer, see
“Pension Benefits at December 31, 2006.”

Defined Contribution Plans. The Standard 401(k) Plan is our tax qualified retirement savings plan pursuant
to which our employees, including the Named Executive Officers, are able to make pre-tax contributions from
their salary and bonus compensation. We make matching contributions for all participants each year equal to
100% of their elective deferrals up to 3% of their total salary and bonus plus 50% of elective deferrals on the
next 2% of their total salary and bonus. The Internal Revenue Code limits the amount of compensation that can
be deferred and matched under the 401(k) Plan. Accordingly, we provide our executive officers with the
opportunity to defer salary and bonus in excess of the tax law limit under our nonqualified Deferred
Compensation Plan for Senior Officers, which is also believed to be an appropriate element of a competitive
benefit package relative to executives in comparable positions at comparable insurance companies. We make
matching contributions under this plan equal to 100% of elective deferrals up to 4% of excess salary and bonus,
which is similar to the matching formula under the 401(k) Plan. Matching contributions in 2006 for the Named
Executive Officers under both plans are included under the heading “All Other Compensation” in the Summary
Compensation Table above.

Change in control arrangements

We have provided change in control severance protection to our Executive Officers since we became a
publicly-traded company in 1999. The purpose of our change in control compensation program is to retain senior
executives through the period of uncertainty associated with a potential change in control, and to avoid distractions
during such a period associated with concerns for their personal financial security. The specific terms of our change
in control agreements and the potential benefits payable on a change in control are discussed under “Potential
Payments Upon Termination or Change in Control” above. In 2006, we engaged the Consultant to review our
executive change in control benefit package for competitiveness and consistency with market practices. In
November 2006, the Consultant reported to the Committee that our change in control arrangements are in line with
market practices based on a broad sample of 350 large U.S. companies. Specifically, they noted that (i) we condition
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all severance benefits other than acceleration of performance shares and restricted stock on a “double trigger”
condition, consistent with best practices, (ii) a severance pay benefit of three times salary and target bonus is the
most common severance benefit level, and (iii) a majority of companies provide a parachute payment excise tax
gross-up to at least one of their officers. They also noted, however, emerging practices to better focus and moderate
the cost of change in control programs. After considering the findings of the Consultant, in December 2006 the
Committee approved the following incremental changes to our change in control benefit program which, although
having limited immediate impact on potential benefits, will reduce the cost of these benefits over time:

e Capped the cash severance benefit for each Named Executive Officer at three times the sum of his or her
2006 salary and 2006 target bonus if that amount is greater than $1,500,000, thereby eliminating future
increases in this benefit resulting from salary and bonus level increases;

* Reduced the period for providing continued health and life insurance benefits from 30 months to 18 months;

* Provided that “gross-up” payments for the excise tax on parachute payments shall only be paid to an
officer if the total severance benefits otherwise provided to the officer are at least 15 percent higher than
the maximum benefit that could be paid without triggering such excise taxes; and

e Approved a new form of award agreement for performance share awards made in 2007 and future years
pursuant to which the portion of each outstanding award paid out on a change in control will be equal to a
pro rata portion of the target award (70% of the maximum award) based on the portion of the three-year
performance cycle completed prior to the change of control. The award agreement for prior awards
provides that the payout on a change in control is 100% of the maximum award level. Accordingly, once
this change is fully implemented in future awards, change in control benefits resulting from acceleration
of performance shares will be reduced by over 75% compared to the levels payable as of December 31,
2006 as disclosed in the table under “Potential Payments Upon Termination or Change in Control” above.
Moreover, if this change had been fully implemented as of December 31, 2006, the amounts reported in
that table for Mr. Parsons would have reflected $0 for tax gross-up payment and a reduction of over 50%
in the total estimated change in control benefits.

Stock Ownership Guidelines

The Committee has adopted a compensation philosophy that supports significant stock ownership on the
part of executives, which it believes promotes long-term growth in both the Company and in shareholder returns.
Accordingly, the Committee also has adopted the following stock ownership guidelines for Executive Officers:

President & CEO—four times annual salary
All other Executive Officers—two times annual salary

For purposes of our guidelines, “ownership” excludes stock options that are not yet vested, stock options
that are vested but not yet exercised, and restricted shares that have not yet vested. In adopting these guidelines,
the Committee acknowledged that current executives, as well as executives hired in the future, would require
several years to achieve the intended ownership levels. The Committee annually receives a report on the progress
of the Named Executive Officers in achieving these stock ownership objectives and on February 15, 2007
concluded that all Named Executive Officers have met these stock ownership goals.

Tax Deductibility of Executive Compensation

Section 162(m) of the Internal Revenue Code generally disallows a tax deduction to public companies for
annual compensation over $1 million paid to their chief executive officer and certain other highly compensated
executive officers. The Internal Revenue Code generally excludes from the calculation of the $1 million cap
compensation that is based on the attainment of pre-established, objective performance goals established under a
shareholder-approved plan. Stock options and performance share awards under our 2002 Stock Incentive Plan are
structured in a manner intended to qualify any compensation paid thereunder as “performance-based
compensation” excluded from the calculation of the $1 million annual cap. However, salary and bonus
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compensation, as well as compensation on vesting of tenure-based restricted stock, is subject to the $1 million
cap. Accordingly, in 2006 a portion of the compensation paid to Mr. Parsons was not deductible. To address
future deductibility of bonus compensation under Section 162(m), the Board of Directors has adopted, and
submitted to the shareholders for approval, the Short Term Incentive Plan. See “3. Proposal to Approve the Short
Term Incentive Plan.” If the Short Term Incentive Plan had been in effect in 2006, Section 162(m) would not
have precluded the deductibility of any compensation paid to officers.

Report of the Organization and Compensation Committee

The Organization and Compensation Committee reports as follows:

e The Organization and Compensation Committee has completed its review and discussions with
management of the section of this proxy statement entitled “Compensation Discussion and Analysis;” and

e The Organization and Compensation Committee has, based on above-referenced review and discussions
with management, recommended to the Board of Directors that the “Compensation Discussion and
Analysis” be included in this proxy statement.

Organization and Compensation Committee:

E. Kay Stepp, Chair Frederick W. Buckman
John E. Chapoton Peter O. Kohler, M.D.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934 requires Directors and Executive Officers to file
reports of holdings and transactions in StanCorp Common Stock with the Securities and Exchange Commission.
Based on our records and other information, we believe that all filing requirements applicable to our directors,
the CEO and Executive Officers were met in 2006.

IV.  SHAREHOLDER NOMINATIONS AND PROPOSALS FOR 2008

In addition to the procedures set forth in the Corporate Governance section of this Proxy Statement whereby
interested parties may propose director candidates for consideration by the Nominating and Corporate
Governance Committee, the Company’s Bylaws provide a formalized process for the nomination of a director
candidate at an annual meeting of shareholders. Shareholders who wish to do so must submit notice in writing
between February 20, 2008 and March 16, 2008, addressed to the Nominating and Corporate Governance
Committee, c/o Corporate Secretary, StanCorp Financial Group, Inc., PO Box 711, Portland, OR 97207. The
notice should include the following information about each nominee whom the shareholder proposes to nominate
for election or re-election as director:

* the name, age, business and residence addresses of the nominee;

* the principal occupation or employment of the nominee;

* the number of shares of Common Stock beneficially owned by the nominee; and

 any other information concerning the nominee that would be required to appear in a proxy statement for

the election of such nominee under the rules of the SEC.

The nominating shareholder giving notice must also provide his or her name and record address and the
number of shares of Common Stock owned by the shareholder.
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Under our Bylaws, shareholders who wish to present proposals for action at an annual meeting must give
timely notice of the proposed business to our Corporate Secretary. To be timely, a shareholder’s notice must be
in writing, delivered to or mailed and received at our principal office in Portland, Oregon not less than 50 days
nor more than 75 days prior to that year’s annual meeting. However, if we have not provided shareholders notice
of, or otherwise publicly disclosed, the date of the annual meeting within 65 days of the meeting date, notice
must be received not later than the close of business on the 15t day following the date on which such notice was
mailed or public disclosure was made. Our 2008 annual meeting is scheduled to be held on May 5, 2008.
Therefore, a notice, to be timely, must be received by us between February 20, 2008 and March 16, 2008. If
received after that date, the proposal, when and if raised at the 2008 annual meeting, will be subject to the
discretionary vote of the proxyholder as described earlier in this material.

Please note that these rules govern raising proposals at the annual meeting. In order for a shareholder’s
proposal to be considered for inclusion in our 2008 Proxy Statement, under SEC rules, we must receive the
proposal by November 26, 2007. Shareholders should mail their proposal to our Corporate Secretary, StanCorp
Financial Group, Inc., PO Box 711, Portland, OR 97207.

In order to make a proposal, the shareholder must also provide us with a brief description of the matter to be
brought before the meeting and the reasons for the proposal. The shareholder must also provide us with his or her

name and address of record, the number of shares of Common Stock that the shareholder owns, and any interest
that the shareholder may have in the proposal.

Holley Y. Franklin
Corporate Secretary

March 23, 2007
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Appendix 1

STANCORP FINANCIAL GROUP, INC. SHORT TERM INCENTIVE PLAN

1. PURPOSES. This Plan is intended to enable the Company to attract, retain, motivate and reward
qualified executive officers and key employees by providing them with the opportunity to earn competitive
annual cash bonus compensation directly linked to individual performance, business unit performance and
overall Company performance. This Plan is also intended to qualify eligible portions of the compensation paid
under the Plan as “performance-based compensation” within the meaning of Section 162(m), so as to exempt
such eligible compensation from the deduction limits imposed by Section 162(m) and to make such eligible
compensation deductible by the Company for Federal income tax purposes.

2. DEFINITIONS. The following words as used in this Plan have the meanings ascribed to each below:

()

(b)
(©)
(d)
(e)

(9]
(2)

(h)

®

“162(m) Performance Goals” means one or more targeted levels of performance for a fiscal year with
respect to one or more of the following objective measures with respect to the Company or any
Business Unit: net income, earnings per share, net income or earnings per share excluding after-tax net
capital gains, stock price increase, total shareholder return (stock price increase plus dividends), capital
adequacy ratio, double leverage ratio, assets under management, portfolio return, return on average
equity, return on average equity excluding after-tax net capital gains and losses from net income and
accumulated other comprehensive income (loss) from equity, return on assets, return on net assets,
return on capital, return on investment, economic value added, revenues, premium revenues,
annualized new premiums, operating expenses, income before income taxes, earnings before interest,
taxes, depreciation and amortization (“EBITDA”), non-premium earnings, net investment income and
cash flows, or any of the foregoing before or after the effect of acquisitions, divestitures, accounting
changes, and restructuring and special charges (determined according to criteria pre-established by the
Committee). The portion of any cash bonus paid under the Plan based on achievement of 162(m)
Performance Goals is intended to constitute “performance-based compensation” within the meaning of
Section 162(m).

“Award” means an annual cash incentive award granted in accordance with Section 4 of the Plan.
“Board” means the Board of Directors of the Company.
“Business Unit” means any subsidiary, division, line of business or other unit of the Company.

“Committee” means the Organization and Compensation Committee of the Board, which shall be
comprised solely of two or more “outside directors” as defined in regulations promulgated under
Section 162(m).

“Company” means StanCorp Financial Group, Inc.

“Discretionary Bonus” means the portion of a Participant’s target bonus for any fiscal year (not to
exceed 20% of the target bonus) that will be payable (up to the maximum bonus percentage thereof) in
the discretion of the Committee and will not be subject to achievement of 162(m) Performance Goals
or Other Performance Goals. The Discretionary Bonus will not constitute “performance-based
compensation” within the meaning of Section 162(m).

“Other Performance Goals” means one or more targeted levels of performance for a fiscal year
addressing aspects of a Participant’s individual job performance or the performance of any Business
Unit for which the Participant is responsible or to which the Participant contributes, as determined and
established by the Committee in its discretion. Other Performance Goals may be either objectively or
subjectively determinable. The portion of any cash bonus paid under the Plan based on achievement of
Other Performance Goals will not constitute “performance-based compensation” within the meaning of
Section 162(m).

“Participant” means (i) each executive officer of the Company and (ii) each other key employee of the
Company or a subsidiary, whom the Committee designates as a participant under the Plan.
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() “Plan” means the Stancorp Financial Group, Inc. Short Term Incentive Plan, as set forth herein and as
may be amended from time to time.

(k) “Section 162(m)” means Section 162(m) of the Internal Revenue Code of 1986, as amended, and any
regulations promulgated thereunder.

3. ADMINISTRATION. The Committee will administer and interpret the Plan. In accordance with
Section 4 of the Plan, the Committee will establish target bonuses and performance goals for the applicable year.
In accordance with Section 5 of the Plan, the Committee will certify whether such performance goals have been
met, and determine the amount of bonuses to be paid. The Committee’s determinations under the Plan will be
final and conclusive.

4. TARGET BONUSES AND PERFORMANCE GOALS. To make an Award to any Participant for
any fiscal year under the Plan, the Committee shall, no later than the 90th day of that fiscal year, establish in
writing (i) a target cash bonus amount for the Participant for performance in that fiscal year, (ii) the percentage
(e.g., 150%) of the target bonus that shall be the maximum bonus, (iii) the portion(s) of the target bonus that will
be payable based on 162(m) Performance Goals and/or Other Performance Goals for the fiscal year, and the
portion of the target bonus that shall be a Discretionary Bonus, (iv) the 162(m) Performance Goals and/or the
Other Performance Goals for the fiscal year, and (v) the methodology for determining the bonus amounts to be
paid based on the level of achievement of the 162(m) Performance Goals and/or the Other Performance Goals for
the fiscal year. The Committee may, in its sole discretion, reserve the right to reduce the resulting cash bonus
under any Award prior to payment on such terms as determined by the Committee. The terms of Awards shall be
promptly communicated to Participants.

5. COMPUTATION AND CERTIFICATION OF BONUS. Following the conclusion of any fiscal
year, prior to the payment of any cash bonuses under the Plan with respect to that year, the Committee shall
certify in writing the levels of attainment of the 162(m) Performance Goals and the Other Performance Goals for
the year, the amount of Discretionary Bonus determined by the Committee for each Participant, and the
calculation of the total bonus amount for each Participant. No payment of bonus with respect to any portion of
the target bonus based on 162(m) Performance Goals or Other Performance Goals shall be paid if the related
performance goal is not met. The Committee shall not exercise its discretion to pay any amount as a
Discretionary Bonus in replacement for amounts not earned under the 162(m) Performance Goals. Bonuses shall
be paid as soon as practicable following certification by the Committee, and no later than March 15 of the year
following the year covered by the Award.

6. MAXIMUM BONUS. The maximum cash bonus that may be paid or accrued for any Participant with
respect to performance of the Company in any fiscal year shall be $2,500,000.

7. GENERAL PROVISIONS.

(a) Effective Date. This Plan has been adopted by the Board and is effective beginning with Awards
made to Participants for performance in the Company’s 2007 fiscal year, which shall be granted in the
first 90 days of 2007. The Plan is subject to approval of the Company’s shareholders and shall be
submitted for such approval at the 2007 Annual Meeting of Shareholders. If the Plan is not approved
by the shareholders at that meeting, no bonus amounts shall be paid with respect to the Awards made
under the Plan for 2007.

(b) Termination;, Amendment. The Board may at any time amend or terminate the Plan, except that no
amendment will be effective without approval by the Company’s shareholders if such approval is
necessary to qualify amounts payable hereunder as “performance-based compensation” under
Section 162(m). Unless it is re-approved by the shareholders, the Plan shall terminate on the date of the
first shareholder meeting that occurs in the fifth year after the year of initial shareholder approval. No
termination of the Plan shall affect performance goals and related Awards established by the
Committee prior to such termination.
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()

(d)

(e)

()

(2)

(h)

®

No Employment Rights. Nothing in this Plan will be construed as conferring upon any Participant any
right to continue in the employment of the Company or any of its subsidiaries. If a Participant’s
employment terminates for any reason before the last day of the applicable year, the Participant will
not be entitled to any payout of his or her outstanding Award under this Plan.

Nonalienation of Benefits. Except as expressly provided herein or otherwise required by applicable
law, no Participant or beneficiary will have the power or right to alienate, transfer, anticipate, sell,
assign, pledge, attach, or otherwise encumber the Participant’s interest under the Plan.

Withholding. Any Award payable to a Participant or a beneficiary under this Plan will be subject to
any applicable Federal, state and local income and employment taxes and any other amounts that the
Company or a subsidiary is required at law to deduct and withhold from such Award.

Plan Unfunded. The entire cost of the Plan shall be paid from the general assets of the Company. The
rights of any Participant or beneficiary to receive an Award under the Plan shall be only those of a
general unsecured creditor, and neither the Company nor the Board or the Committee shall be
responsible for the adequacy of the general assets of the Company to meet and discharge Plan
liabilities.

Severability. 1If any provision of this Plan is held unenforceable, the remainder of the Plan will
continue in full force and effect without regard to such unenforceable provision and will be applied as
though the unenforceable provision were not contained in the Plan.

Governing Law. The Plan will be construed in accordance with and governed by the laws of the State
of Oregon, without reference to the principles of conflict of laws.

Headings. Headings are inserted in this Plan for convenience of reference only and are to be ignored
in any construction of the provisions of the Plan.

A-3




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 2.00000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 2.00000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 800
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (RRD High Resolution \(Legal Page Size\))
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 1008.000]
>> setpagedevice


