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The Life Insurance (A) Committee was called to order at 11 a.m. in the Golden West Room
of the Town and Country Hotel in San Diego, California on December 8, 1983. A quorum
was present and Josephine M. Driscoll chaired the meeting. The following member states
were represented: Oregon, Colorado, District of Columbia, lowa, Nebraska, North Dakota,
Virginia and Wisconsin.

1. New Group Life Definitions/Mass Marketing Model Act

A discussion was held concerning possible amendments to the NAIC Group Life Insurance
Definitions and Group Life Insurance Standard Provisions Model Act. The discussion
centered on the manner in which to address the concern over the possibility for reverse com-
petition in some group markets.

A joint American Council of Life Insurance/Health Insurance Association of America task
force recommended the adoption of an amendment to Section II of the Model Act which
would require that, with respect to a program of insurance which if issued on a group basis
would not qualify under Section I of the Act, certain disclosures regarding compensation paid
to a policyholder would be made to prospective insureds.

It was argued by Robert E. Younger, chairman of the advisoty committee, that the report of
that committee dated Oct. 27, 1982 indicated a better solution was to support adoption by
the states of the Model Group Life and Health Act in tandem with the Mass-Marketed Life or
Health Insurance Model Act.

It was noted by representatives of the associations that serious division within the industry
with respect to the in-tandem approach existed and could present obstables to passage of
the acts by the states.

The Committee adopted the amendment (Attachﬁent One) stating it was its belief that the
same kinds of protection as described under Section II should be extended to insureds of
groups defined in Section I.
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Commissioner Roger C. Day (Utah) was recognized and presented a history of this issue as it
has been treated by the NAIC. He noted that the new group life and group health definition
was Instituted as part of the NAIC's effort in deregulation and improved regulation. The basic
policy objective has been to create a uniform standard of protection across the entire
marketplace, regardless of marketing method used, without creating undue administrative
activity or expense burdens for insurance departments or for insurers.

Prior to its December 1980 meeting, the NAIC considered the feasibility of adopting pro-
spective benchmark loss ratios or other compensation limitations to assure the reasonable-
ness of benefits as a prerequisite to lessening the limits applicable to group life and group
health definitions.

Subsequent to 1980, discussions were held to reach a compromise solution which entailed
disclesure of compensation for those groups which would not have met the prior group life
and health definition limits and the creation of a standard of reasonableness which could be
used retrospectively to correct abuses rather than create a prospective test. Prior to the
NAIC’s adoption of the new group health definitions in 1980, the NAIC Task Force on
Revision of the Mode! Bill Defining Group Life Insurance heard a report of the advisory
committee chairman which indicated that the simultaneous adoption of the Model Mass
Marketing Act with the new group life and health definitions provided a comprehensive
solution. Other members of the advisory committee were present at that thime and no
objection to the suggestion ot the advisory committee chairman was raised. Commissioner
Day indicated that he had contacted the chairman of the 1980 task force and verified those
facts. These historical developments may be immaterial to the position now espoused. The
fundamental objective remains the creation of uniform standards of protection that will
actually be implemented at the state level and which will require, as a practical matter, a
commitment o modify the current group limits to realistic, uniform and enforceable levels
which do not create industry incentives to manufacture or exploit loopholes through extra-
territorial or marketing method exceptions.

Following Commissioner Day’s remarks, the committee decided that a new advisory
committee will be formed and given the opportunity to provide the A Committee with alter-
native standards for adoption at the Portland meeting which may be more appropriately
applied to those groups defined in Section [. It 1s the intent of the A Committee that if
acceptable stzndards cannot be agreed upon, the standards set forth in Section II will be
extended to Section I groups. The advisory committee is also to provide in Portland
standards that ¢na be developed for retrospective enforcement of abuse associated with mass
marketed policies to groups defined under Section 1.

2. The report of the Life Cost Disclosure Task Force was received and adopted. The
following was noted:

a. Reference to the charge made to the task force at Baltimore with respect to the
comparison statement requirements was overlooked. A motion was made and carried by the A
Committee to amend the Model Replacement Regulation deleting this requirement.

b.  Mr. Blaine (ACLI) reported that the charge to amend the Industrial Life model was not
completed. This was referred to the Life Insurance Council and appropriate language will be
funished at the Portland meeting.
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Report of the Universal Life Products Task Force

The report of the Universal Life Products Task Force was presented by Commissioner J.
Richard Barnes. The report was received and adopted.

4.

Recommendations of the Technical Actuarial Group to the Life (A) Committee

(Attachment Two)

L.

IL.

I1.

Iv.

VL

VIIL.

IX.

XI

XH.

X111,

Unisex Mortality Tables adopted by the Life (A) Committee is recommended.

Adoption of a Model Regulation Providing for Smokers/Non-Smokers Mortality
Tables adopted by the Life (A) Committee as recommended.

Adoption of a Model Regulation Providing for a New Group Annuity Table
adopted by the Life (A) Committee as recommended.

Revision of Actuarial Guideline IV, Joint Life Insurance adopted by the Life (A)

Committee as recommended.

Universal Life Model Regulation adopted by the Life (A) Committee Universal
Life Task Force,

Remove Project Id, Guaranteed Issue and Industrial Life Insurance adopted by the
Life (A) Committee as recommended.

Remove Project 3a, Interpretation of Standard Nonforfeiture Law for Individual

Deferred Annuities adopted by the Life (A) Committee as recommended.

Remove Project 6¢, Retrospective Valuation and Nonforfeiture Value Procedures

adopted by the Life (A) Committee.
Recommendation withdrawn.

Add Project 2h, Revision of Actuarial Guideline IV, Actuarial Interpretation

Regarding Minimum Reserves for Certain Forms of Term Life Insurance to

Accommodate the Adoption of the Smokers/Non-smokers Mortality Tables as

Valuation Standards, Adopted by the Life (A) Committee as recommended.

Add Project 3¢, Study the Feasibility of Amending the Standard Nonforfeiture

Law for Life Insurance so as 1o Provide an Alternative Retrospective Approach in

Defining Minimum Nonforfeiture Values. Adopted by the Life (A) Committee
as recommended.

Add Project 7, Develop a Requirement With Respect to the Disclosure of the

Effective Rate of Yield On All Policies of Insurance or Annuity Contracts.
Adopted by the Life (A) Committee as recommended.

X1V.Add Project 8 to the Agenda of the Manipulation Task Force to Develop a Model

Regulation Concerning Disclosure of Non-guaranteed Premiums and Policyholders

Dividends Paid by Stock Life Insurance Companies. Recommendation expanded to
provide for extension of the Manipulation Task Force Authority to function and
adopted by the Life (A) Insurance Committee,
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XV. Ask the Universal Life Task Force to Appoint a Group to Develop a Guideline With
Respect to Variable Life Insurance for Determining Sufficient Investment Income

and_Assers ro Cover Anticipated Withdrawals. Adopted by the Life (A) Committee

as recommended.

With respect to the continuation of the Committee’s three task forces, motions were
made and adopted that each task force be continued.

There being no further business, the Committee adjourned at 1 p.m.

Josephine M. Driscoll, chairman, Oregon; J. Richard Barnes, vicechairman, Colorado;
Margurite C. Stokes, Washington, D.C.: Bruce W. Foudree, Towa; Michael J. Dugan,
Nebraska; J. O. “Bud” Wigen, North Dakota; Juan Antonio Garcia, Puerto Rico; James M.
Thomson, Virginia; Thomas P. Fox, Wisconsin.

Al

B.

ATTACHMENT ONE

Proposed Amendments to the
NAIC Group Life Insurance Definitions and
Standard Provisions Model Act

Delete Section 11 (5)

Create a new Scction 1§) to read as follows:

[E.

(1

{2)

3)

()

With respect to a program of insurance which if issued on a group basis would not qualify under Section
1 of this Act. if compenszaion of any kind will or may be paide to:

(a)  a policyholder or sponsoring or endorsing entity in the case of a group palicy, or

()  a sponsoring or endorsing entity in the casc of individual, blanket or franchise policies markered
by mcans of direct response solicitation,

the insurer shall cause 1o be distributed 1o prospective insureds a written notice that compensation will
or may be paid.

Sach notice shall be distributed

(a)  whether compensation is direct or indirect, and

(b)  whether such compensation is paid to ot retzined by the policyholder or sponsoring or endorsing
entity, or paid to or tctained by a third party ac the direcdon of the policyholder or sponsoring
or endersing entity, or any entity affiliated therewith by way of ewnership, contract or employ-

ment.

The notice required by chis Section shall be placed on or accompany any application or enrollment form
provided prospective insureds.

The following terms shall have the meanings indicated:

(a)  “direct responsc solivitation’’ means a solicitation through a sponsoring or endorsing entity
through the mails, telephonce, or ather mass communications media;

(b)  “sponsoring or endorsing entity”” means an organization which has arranged for the offering of a
program of insurznce in a rmanner which communicates thar eligibility for participation in the
program is dependent upon affiliation with such organization or that it cnseurages participation
in the program.

(I ER RS SRR R RS RN E R R AR E R LR RS
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ATTACHMENT TWO
REPORT OF THE TECHNICAL STAFF ACTUARIAL GROUP TO THE (A) LIFE INSURANCE COMMITTEE

San Diego, California
December 8, 1983

CONTENTS
Recommendations Concerning Mortality Tables (Attachment Two-A)..... .. .. 395
Model Rule Permitting Same Minimum Nonforfeiture Standards
for Men & Women {Attachment Two-Al). . . . . . .. .. . v v v o v 416

Report of the Society of Actuaries Committee on Valuation
& Nonforfeiture Mortality Problems - Individual

Lifc and Annuities {Attachment Two-A2). . . . . . . . .. .. .. ... 118
Mcemorandum Regarding Select Factors for Blended 1980
CSO Mortality Tables (Artachment Two-A3) ., . . . .. ... ... ... 457

Model Rule Permitting Smoker/Nonsmoker Mortality Tables
for Use in Determining Minimum Reserve Liabilities

& Nonforfeiture Benefits (Artachment Two-A4) . . . . . . .. . .. .. 458
California Department Report on 1958 CSO Smoker/Nonsmoker
Tables (Attachment Two-AS) . . . . . . ... ... ... ... ... 461

Model Rule for Recognizing a New Mortality Table for Use in
Delivering Reserve Liabilities for Annuities

(Attachment Two-ABY . . . .. .. . . Lo 471
Letter With Proposed Revision for Actuarial Guideline joint
Life Insurance (Attachment Two-A7) . . .. . . .. ... .. .. ... 472
Letrer Regarding a Solution to the Problem of Cash Values in Excess
of Reserves (Attachment Two-B) . . . .. ... ... . ... ... ....... 473
Letter and Proposed Legislation Concerning Cash Values in Excess
of Reserves (Attachment Two-C) . . . . .. . .. ... ... . ... ... 483
Letter Regarding Minimum Surplus for Risks Assumed
(Attachment Two-D). . . . . . .. ... . 491

The group has had two meetings since the June 1983 meeting -- at Hollywood,
Florida, October 12 and 13, 1983, and at San Diego, December 3 and 4, 1983.
Minutes of the meetings can be made available upon request. This report
is in four sections and has four attachments.

The report sections are:

A list of projects

Synopses of projects

Progress reports

Recommnendations (See also Attachment Two-Al

oOOm >

Progress on each project is reportable tao the Committee or task force
indicated in Section A.

The statements in this report refer to several committees which are working
with the Group. One of these, the committee which is now the Standing
Technical Advisory Committee, reports directly to the Group, and it has
been assigned to study a number of life insurance topics on the Group's
agenda and to wmake recommendations to the Group. Charles Greeley, of
Metropolitan Life Insurance Company, in New York, New York, is Chairman
of this Technical Advisory Committee. This report contains other attachments
which summarize the current status of the work of the Technical Advisory
Committee in connection with specific 1ife insurance topics. Such attachments
are mentioned under the appreopriate topic heading to which they apply.
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SECTION A - LIST OF PROJECTS - LIFE
Advisory Group Labels

AAR ¢ American Academy of Actuaries
CNVMP : Society of Actuaries (ommittee on Nonforfeiture and Valuation Mortality
Problems - Individual Life Insurance and Annuities (formerly the

Committee To Develop a New Mortality Basis for Individual Annuity
Valuation}

Saof A : QOther Society of Actuaries Committees - there 1s a separate committee
for each project

STAC : NAIC Standing Technical Advisory Committee
ACLT  : American Council of Life Insurance Staff
ULAC : NAIC Universal Life Advisory Committee

{Chairman - Jim Jackson)

ASYLAC : NAIC Actuarijal Staff Variable Life Advisory Committee

A-ULTF : Universal Life Task Force of (A) Life Committee

A-Disc : Life Cost Disclosure Task Force of (A) Life Committee

A-Manip: Manipulation, Lapsation, Dividend Practices and Annuity Disclosure
Task Force of the (A) Life Commiitee

Advisory Year Staff ek Report
Project Identification Group  Complete Contact Priarity To
1 Experience Tables
la  Smokers/Nonsmokers Mortality S of A 1983  Montgomery i A
Ib  Group Annuitant Meortality Sof A 1983 Montgomery 2 A
ki lc -
** 1d Guaranteed Issue and Industrial
Life Mortality
le  Specifications For Preparation S of A 1984  Montgomery 1 A
of 1980 CS0 Mortality Tables
1f Tests to Indicate the Need for CRYMP 1984  Montgomery 3 A
New Tables
2 Valuation Interpretations, Guidelines and Model Regulations
2a  PReserves for Cash Values Exceeding STAC 1984  Montgomery 1 A
Basic Policy Reserves
kR 2b -
2c Paid Up Life On a Basis More ACLI 1984  Gorski 2 A
Favorable Than Guaranteed
2d  Revision of Actuarial Guideline VI, ACLI 1983  lLaver 3
Joint Life Ilnsurance
sk ze -
2f  Valuation of Deferred Annuities Concerning:
2F(1) Surrender Charges STAC 1984  Becker 1 A
i (2} Bail-0ut Provisions STAC 1984 White 1 A
29 Multiple Life Status Contracts STAC 1984  Becker z A
* 2h  Revision of Actuarial Guideline New 1985 Becker 2 A

IV, Actuarial Interpretation
Regarding Minimum Reserves for
Certain Forms of Term Life
Insurance

* Proposed new project to be approved by {A) Life Committee at December 1983
meeting.
** Current project proposed to be deleted by the (A) Life Committee at December
1983 meeting.
**% See "Special Notes" below.
k%% T the "Prijority" Column "1" indicates a project which is considered of
the highest priority, "2" dindicates a project which is intermediate in
priority and "3" indicates a project of lower priority.
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Advisory  Year Staff kK Report
Project Identification Group Complete Contact Priority To
3 Nonforfeiture Interpretations, Guide-
lines and Mode)l Regulations
*k 36 —
*oh 3b -—
* 3c Study the Feasibility of Amending New 1984  Becker 1 A

the Standard Nonforfeiture Law
for Life Insurance, so as to
Provide an Alternative Retro-
spective Approach in Defining
Minimum Nonforfeiture Values
4 Special Plans
4a Universal Life - Review Product ULAC 1983 Montgomery 1 A-ULTF
of NAIC {A) Task Force on
Universal Life

4b Variable Life Guidelines For ASYLAC 1984  Montgomery 1 A-ULTF
Model Regulation

4c Structured Settlements STAC 1984  Becker 2 A

5 Actuarial Aspects of Reinsurance New 1984  White 1 A
Transactions

& Alternate VaTuation Concepts

6a Minimum Surplus for Risks Assumed S of A 1985 Montgomery 1 A

and STAC
&b Actuarial Opinion on Adequacy Of STAC 1984  Becker 1 A

Reserves Including the Relation and AAA
of Liabilities to Assets with
Respect to Interest Guarantee

Periods
** f¢ --
* 7 Effective Yield Disclosure New 1984  Montgomery 1 A-Disc
Wik Regulation
*8 Disclosure Forms for AAA 1984  Montgomery 1 A-Manig

Indeterminate Premium
Policies and Stock Company
Participating Policies
9 Norris Decisign--Unisex CNVMP 1983 Montgomery 1 A
Mortality Tables

* Proposed new project to be approved by (A) Life Committee at December 1983
meeting.
** Current project proposed to be deleted by the (A) Life Committee at December
1983 meeting.
*+* See "Special Notes" below.
***x In the "Priarity" Column "1" indicates a project which is considered of the
highest priority, "2" indicates a project which is intermediate in priority
and "3" indicates a project of lower priority.

Special Notes

Project 1c "Credit Life and Credit Disability" is now considered a project for
the (E) Special Insurance Issues Committee. Project 2b "Valuation - Nonforfeiture
Interest Rate Differentials” was completed in June 1983 with the adoption of an
actuarial quideline.

Project 2e “Revision of Standard Valuation Law To Apply to Valuations Involving
Gross Premiums and Cash Values" has now been combined with Project 2a.

Project 7 "Effective Yield Disclosure Regulation" differs from the former proposed
Project 7 "Review Effect of Rapidly Declining Interest Rates on Dynamic Interest
Formula" which was never authorized by the (A} Life Committee.
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SECTION B. SYNOPSES OF PROJECTS - LIFE

Experience Table - Smokers/Nonsmokers Mortality

Sets of mortality tables and a model regulation applying to the 1958 CSO
Table and the 1980 CSO Tables are presented for adoption at this meeting.
The tables were developed for use on an interim basis until a complete new
mortality study can be conducted {in five or ten years).

Experience Tables - Group Annuitant Mortality

The marked improvement in mortality as evidenced by the 1980 CSO and 1983
Individual Annuity Mortality Tables requires the development of a new group
annuitant mortality table which is now presented for adoption as the "1983
Group Annuity Mortality Table" along with a model regulation for the use
of this table.

Experience Tables - Credit Life Mortality and Credit Disability Morbidity

(Project transferred to {E) Special Insurance Issues Committee.)

Experience Tables - Guaranteed Issue and Industria) Life Mortality

There is an increasing amount of guaranteed issue and decreasing amount
of industrial insurance. An investigation is needed to see if these blocks
of business are appropriate for the purposes of developing a mortality table.
Because of the wide variation of experience anticipated from company to
company same form of probabilistic approach may be needed in developing
a mortality table. Because such techniques are just now becoming used in
the development of experience tables, this project will Tikely be very slow
in development. This study would resolve the question of whether or not
Industrial Tables are needed. It will not be possible to conduct this study
in the near future, and it is recommended that this project be removed from
the agenda until such time as the study can be undertaken.

Specifications for Preparation of 1980 CS0 Mortality Tables

The development of a standardized approach in presenting 1980 CS0 Mortality
Table results is the subject of this topic. From this the NAIC should
consider developing computer programs so that the NAIC Support and Service
Office could furnish reserves and values on request. A set of guidelines
is needed.

Tests to Indicate the Need for New Tahles

These are tests to indicate whether or not new tables of mortality are needed.

381
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Reserves for Cash Values Exceeding Basic Policy Reserves

Many actuaries in regulation believe that cash values exceeding basic policy
reserves are guaranteed benefits which should be reserved for in advance.
This guideline would define the practice concerning such reserves. Amendment
to the Standard Valuation law may also be needed to define proper minimum
reserves for some policies.

Yaluation - Nonforfeiture Interest Rate Differentials

(Project completed in June 1983 with adoption of an actuarial guideline.)

Paid Up Life Insurance on a Basis More Favorable Than Guaranteed

This guideline is to define the basis for setting up amounts on paid up
life insurance offered on a basis more favorable than that guaranteed so
that equity is preserved among all groups of policyholders. If offered
on the basis of & high interest rate, reserve questions need to be resolved.

Revision of Actuarial Guideline VI, Joint Life Insurance

This involves a study of this guideline and background material to determine
if improvement or clarification can be made, and a specific recommendation
is made for adoption at this meeting.

Revision of the Standard Valuation Law To Apply To Valuations Involving

Gross Premiums and Cash Values

Sections 5, 6 and 7 of the model law appear to be ambiguous as to what
"standards for minimum reserves" should be used for valuations involving
the use of gross premiums and/or guaranteed cash surrender values. This
ambiguity needs resolution. (This topic has been combined with 2a above.)

2f(i)valuation of Deferred Annuities Concerning Surrender Charges

This guideline is to define the practice of setting up reserves on deferred
annuities with unconditional surrender charges, and in which two or more
options available at maturity have different present values.

2f(2)Valuation of Deferred Annuities Concerning "Bail Out" Provision

Ja.

This guideline is to define the practice of setting up reserves on deferred
annuities providing two levels of cash values for certain policy years where
the higher cash value would be payable if the company declares an interest
rate below a certain level. A model regulation is needed.

Interpretation of the Standard Nonforfeiture Law For Individual Deferred

Annuities

This guideline is basically a restatement of the law in more detail than
exists in the law, and the topic includes a study of whether a revision
of Section 4 in the Model law would be advisable. Recommend removal of
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this topic until the Standard Nonforfeiture Law for Individual Deferred
Annuities is to be revised in general.

Whole Life Insurance Plans With No Cash Surrender Value

This is the development of a proposed revision of the Standard Nonforfeiture
Law for Life Insurance to provide for plans with paid-up nonforfeiture values
but no guaranteed cash surrender values, so as to allow a whole life insurance
policy with no investment feature. Study indicates this is not feasible
now. Recommend disposal of this project.

Universal Life - Review Product of NAIC (A) Task Force on Universal Life

This is primarily a review of the disclosure and valuation and nonforfeiture
value sections of the model regulation prepared by the {A} Task Force which
has been essentially developed by an industry advisory committee and the
American Council of Life Insurance. Recommend adoption of the proposed
model, but assignment to the group of two broader projects concerning the
feasibility of a retrospective alternative nonforfeiture law and the expansion
of the model disclosure regulation on deferred annuities to provide for
disclosure of effective rate of yield for all life insurance policies or
annuity contracts sold with an emphasis on rates of interest credited to
such policies or contracts.

Variable Life Guidelines for Model Regulation

In adopting the revisions to Variable Life Insurance Model Regulation to
provide for flexible premiums (Universal Life II) for variable Tife insurance,
the Task Force assigned the Technical Actuarial Staff the responsibility
for drafting three guidelines:

{1) The application of the Standard Nonforfeiture Law for Life Insurance
to flexible premium variable life insurance. (The drafting of this
guideline depends on what is adopted by the Task Force on Universal
Life.)

{2) The determination of sufficient net investment income and readily
marketable assets to meet anticipated withdrawals under policies funded
by the account.

{3) The preparation of illustrations specified by the regulation addressing
issues regarding guaranteed and nonguaranteed aspects of variable life
insurance policies.

Structured Settlements

This guideline is to define the practice of reserving for benefits arising
from settlements of various forms of claims such as court settlements,
out-of-court settiements, and other benefits possibly involving annuities
on impaired lives.

383
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Actuarial Aspects of Reinsurance Transactions

This guideline 1is needed to cistinguish between true reinsurance involving
a transfer of an insurance risk, reinsurance of an investment risk, a contract
of surplus relief arising from various projected claims for reasons other
than insurance risk or investment risk, and an actual loan agreement. The
guideline should specify how each situation is to be handled.

Minimum Surplus For Risks Assumed

This is the basic research needed to define the effects of various risks,
singly and for various combinations of risks, in the evolution of surplus.
From this research will develop either a model statute concerning minimum
surplus or set of tests for determining if an insurer has sufficient surplus.
This s a very complex study which will revise concepts concerning the
development of surplus for all Tlines of insurance including Tife fnsurance,
annuities, health insurance, casualty insurance, indemnity insurance, property
insurance, and liability insurance,

Actuarial Opinion on The Adeguacy of Reserves Including The Relation of

LiabiTities To Assets

This opinion cannpt be required until the professional actuarial groups
{The Society of Actuaries and The American Academy of Actuaries) have provided
guidelines for practice and conduct. The Technical Actuarial Staff is working
with these groups in developing such guidelines. Whenever any NAIC Task
Force indicates the need for such an opinion, the needs for guidelines must
be stressed.

Retrospective Valuation and Nonforfeiture Value Procedure

Although assigned by the (A) Life Committee at the December 1982 meeting
this is largely redundant with the work of the Universal Life Task Force;
but would expand the retrospective treatment to all plans in defining
retrospective valuation and nonforfeiture value procedures. Recommend this
be deleted as an agenda project except for some nonferfeiture aspects which
are recommended as a project under Section 3 above,

Effective Yield Disclosure Regulation

This is a review and expansion of the NAIC model regulation on the disclosure
of the effective rate of yield on annuity contracts, adopted December 1982,
to include disclosure of the effective rate of yield for those 1ife insurance
policies and annuity contracts sold with an emphasis on interest rates (see
recommendation XII1).
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Disclosure Forms for Indeterminate Premiums and Stock Company Participating

Policies

This is the development of a model regulation regarding the disclosure of
indeterminate premiums and stock company participating dividends. This
is the result of work conducted by the Society of Actuaries and under review
by the American Academy of Actuaries (see Recommendation XIV).

Norris Decision - Unisex Mortality Tables

This project was assigned directly as a consequence of the U. S. Supreme
Court Norris decision. (See Recomrendation -I.)

SECTION C. PROGRESS REPORTS

Smokers/Non-smokers Mortality

A1l recent evidence indicates that smokers and non-smokers have very different
mortality rates. Mortality rates for non-smckers are, of course, much lower
than for smokers for most attained ages. This means that net premiums for
non-smokers should be considerably lower than for smokers for the identical
plan of life insurance, and that insurance companies can safely write policies
on non-smokers using much lower gross premium rates than for smokers. As
the attained age advances, the slopes of the mortality rates for the smoker
and non-smoker classes seem to be such that ocne can not always predict which
class will require the larger reserve, for a certain plan of life insurance
using the same face amount, issue age and duration. The Group is studying
the problem of calculating proper net premiums and reserves for the smoker
and non-smoker classes. This problem needs to be resolved urgently. See
Recommendation II.

Group Annuitant Mortality

The mortality assumptions wused in computing reserves for annuities need
careful attention. Mortality rates have shown a consistent decline during
recent years, and annuity reserves based on outdated mortality assumptions
could easily become a hazard to solvency for some insurance companies. In
1982, the new 1583 Table "a" mortality table was developed, primarily for
use with individual annuities. The Society of Actuaries has a committee
studying mortality under group annuities, and the report of this Society
of Actuaries Committee has now been distributed to Society of Actuaries
members for exposure. The report describes the 1983 Group Annuity Mortality
Table, intended for wvaluation of group annuities. Robert M. Chmely, of
Prudential Life Insurance Company of America, in Florham Park, New Jersey,
is Chairman of this Society of Actuaries Committee. See Recommendation
II1.

385
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Guaranteed Issue and Industrial Life Mortality

In June, 1982, the (A) Committee asked the Group to make a study of the
current level of mortality under industrial life insurance policies. This
study was to include a recommendation as to whether separate industrial
mortality tables could stiil be justified for new policies. Industrial
life insurance can be considered as a form of guaranteed issue life insurance,
since there is little or no underwriting involved. The Society of Actuaries
does not have the resources at this time to conduct the work needed because
of the higher priority projects which the Society has undertaken for the
Group. See Recommendation VI.

Specifications for Preparation of 1980 CSQ Mortality Tables

This topic refers to the activity of the Group in monitoring the work of
the Soctety of Actuaries committee on specifications for the 198C CSO Tables,
and to other work which may be needed in the future in connection with these
1980 CS0 Tables. Godfrey Pervott, of M and R Services, Inc., Seattle,
Washington, is Chairman of the Scciety of Actuaries Committee. The report
of this Society of Actuaries Committee i3 now ready but needs some time
for testing with practical results. A set of guidelines is to be developed
for the use of these specifications.

Tests to Indicate the Need for New Tables

Tests to determine when new mortality tables are needed are especially
important in connection with annuity tables, which can become outdated
rapidly. The Society of Actuaries Committee to Recommend a New Mortality
Basis for Individual Annuity Valuation, which recently developed the new
1983 "a" annuity mortality table adopted by the NAIC, is working on this
project., This committee has recently been renamed, and is now the Society
of Actuaries Committee on Nonforfeiture and Valuation Mortality Problems
- Indtvidual Life Insurance and Annuities.

Reserves for Cash Values Exceeding Basic Policy Reserves

This topic is concerned with calculating minimum reserves for those contracts
where cash values exceed the basic policy reserve. The model Standard
Valuation Law has been interpreted differently by actuaries, There seems
to be general agreement that the reserve in any specific year for any specific
contract should not be less than the corresponding cash value, and it should
be noted that the wording of Exhibit 8, line G3, in the Annual Statement
Blank for life insurance companies, implies that any lower reserve is not
acceptable. However, some actuaries believe that good actuarial practice
and the wording of the model Standard Valuation Law require companies to
treat future differences between cash values and basic policy reserves in
later policy years as a definite guaranteed benefit, which must be prefunded.
This interpretation would directly affect net premiums and reserve
calculations, so that the reserve in early policy years may be even larger
than the greater of the basic reserve and the corresponding current cash
value.
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Topic 2e of the June 1983 Report has been combined with this topic since
the relationship between the two has become almost inseparable. This topic
relates to a technical question as to whether the current wording of the
mode} Standard Valuation Law (as revised in December 1980) makes appropriate
provisions for the cash values and other nonforfeiture benefits which
insurance companies are contractually obligated to provide under life
insurance policies that may Tlapse in the future. The topic also includes
review of the reserve required for contracts with gross premiums below a
certain minimum level. Sections 5, & and 7 of the model Tlaw need to be
reviewed at this time, and the Group may decide to recommend a revision
in the wording of the model law.

Two solutions were presented to this problem by Michael Mateja (Attachment
2-Bland by Paul Sarmoff (Attachment 2C. That by Mr. Mateja, although more
elegant in concept, is very difficult to translate into legislative language.
Mr. Sarnoff's draft is in legislative language and is presented as an exposure
draft,

Paid-Up Life on a Basis More Favorable Than Guaranteed

The December 1980 amendments to the model Standard Nonforfeiture Law for
Life Insurance expressly permif insurance companies to offer paid-up insurance
to lapsing policyholders, on a basis more favorable to the policyholder
than the contractual guaranteed basis. This topic 1is concerned with
determining the proper minimum reserves for any such paid-up insurance that
is actually placed in force. For example, if the amount of such insurance
was based on 10% interest earnings by the company, then how should any such
p&id-up insurance be reserved? The topic, therefore, involves the
interpretation of the Standard Valuation Law. A related question, which
the Group will need to study, is whether certain proposals for offering
paid-up 1insurance benefits are actuarially unsound or inherently unfair,
to such an extent that companies should not be allowed to offer them to
their policyholders. One or more Actuarial Guidelines for the NAIC Financial
Condition Examiners Handbosk will probably be needed in connection with
this tepic, but no draft wording has been developed as yet. The Group feels
that work on this tepic is authorized as part of its study of matters relating
to the Standard Valuation Law and the Standard Nonforfeiture Laws.

Revision of Actuarial Guideline VI, Joint Life Insurance

The Group has been studying the present Actuarial Guideline VI in the NAIC
Financial Condition Examiners Handbook. It has been brought to the attention
of the Group that the wording in the Handbook was capable of
misinterpretation. This Actuarial Guideline was intended to apply only
to the traditional type of joint 1ife insurance policies, where the benefits
are payable on the first death., See Recommendation IV.
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2f(1)Valuation of Deferred Annuities Concerning Surrender Charges

There appears to be some confusion as to the proper method of calculating
reserves for annuities, where the cash value 1is determined by deducting
a "surrender charge" from the accumulated fund. Section 4-1, of the model
Standard Valuation Law, describes the method to be used in computing minimum
reserves for annuities in terms of the “greatest of the respective excesses
of the present value of future guaranteed benefits." The law seems clear
in those cases where the guaranteed cash value on the maturity date would
be the same amount as the present value of the gquaranteed future income
payments on the maturity date under the various annuity options. However,
the interpretation of Section 4-1 becomes more complex when it is applied
to annuities which have both of the following characteristics: (1)} they
use an unconditional "surrender charge" to determine cash values and (2)
they have two or more different amounts which might be considered as the
present value of future benefits on the maturity date. The Group is now
studying annuities with unconditional "surrender charges" to determine if
a new Actuarial Guideline should be developed for the NAIC Financial Condition
Examiners Handbook.

2f(2)Valuation of Deferred Annuities Concerning Bail-Qut Provisions

3a.

This topic is concerned with determining the proper reserve for an annuity
contract in which there are two levels of guaranteed cash values. The Tower
level of cash values would apply in any policy year, where the insurance
company credits excess interest on the accumulated fund at a certain minimum
rate. The higher level of cash vaTues would apply in a policy year, where
the company does credit excess interest below that minimum rate. Typically,
the wording of the contract would generate the higher level of cash values
by providing for the waiver of a conditional "surrender charge" during such
policy years., Such provisions can be considered favorable to policyholders,
in that the provisions encourage insurance companies to pay excess interest
at competitive rates. However, the provisions could also result in a danger
to sclvency for the companies, if they are carrying inadequate reserves.
A model regulation applying the Standard Valuation Law to these annuities
appears io be needed. Work on this project has also been requested by action
of the (EX4) Examination Oversight Task Force at its meeting at this {December
1983) session of the NAIC.

Interpretation of Standard Nonforfeiture Law for Individual Deferred Annuities

There has recently been a great interest in annuity contracts, including
the development of new product designs, it has been alleged that the
definftion of minimum cash values in Section 4 of the present model Standard
Nonforfeiture Law for Individual Deferred Annuvities may be preventing
insurance companies from offering certain annuities that are in the publtic
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interest. Specifically, these types of annuities use a pattern of "surrender
charges” against the accumulated fund at each duration in calculating the
corresponding cash value. This "surrender charge" may be temporary, or
it may decrease as the duration increases. Such a pattern of "surrender
charges" can cause the annuity contract to be in violation of Section 4,
even though the cash values would comply with Section 2 and all other sections
of the model law. This topic should be reopened at the next general revision
of the Standard Nonforfeiture Law for Individual Deferred Annuities. That
revision might delete or rewrite Section 4. See Recommendation VII.

Whole Life Insurance Plans with No Cash Surrender Values

This topic relates to a proposal to allow whole Tife insurance plans without
guaranteed cash values. It is generally recognized that such policies would
have to be properly disclosed to prospective purchasers, and that they would
offer extended term insurance or some other form of paid-up nonforfeiture
benefit if the policyholder allows his contract to lapse. The concept would
be feasible only if it permits insurance companies to sell such whole life
policies at rather substantial discounts in gross premium rates, when compared
to the rates for similar policies with guaranteed cash values at Tlevels
required by the Standard Nonforfeiture Law for Life Insurance. For example,
a 15% discount at most issue ages would probably be sufficient to justify
the proposal; a 10% discount might not be sufficient. It should be noted
that some changes 1in the wording of the model Standard Nenforfeiture Law
for Life Insurance would have to be made before the proposed new types of
poticies could be sold, since the present wording of this law would prohibit
them. The Standing Technical Advisory Committee has done some initial work
in reviewing the proposal. A Task Force of the American Council of Life
Insurance was formed to make a more detailed study, and it has determined
that this project was not feasible at this time. See Recommendation VIII.

Universal Life - Review Product of NAIC (A) Task Force on Universal Life

insurance
See Recommendation V.

Variable Life Guidelines for Model Regulation

This topic is concerned with the development of three guidelines pertaining
to the new NAIC model variable 1ife insurance regulation adepted in December
1982. Specifically, these guidelines would relate to: (1) nonforfeiture
values for flexible premium variable 1life insurance, (2) determination of
income and assets to meet anticipated withdrawals, and (3) preparation of
illustrations for policyholders. The first of these three guidelines must
be consistent with whatever actuarial treatment is prescribed for flexible
premium non-variable life plans in the forthcoming model universal life
regulation. There is a Variable Products Advisory Committee, which reports
directly to the Group and which has already done much valuable work in the
development of the new model regulation. This Advisory Committee is awaiting
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the adoption of the NAIC Model Regulation on Universal Life before proceeding.

Jerome S$. Golden, Chairman of the advisory committee, says that the work
on the guideline on determining sufficient investment income and assets
to cover anticipated withdrawals was proving to be a difficult assignment
for the advisory committee. He believes that this fs not exclusively an
actuarial problem and that some non-actuarial expertise may be needed to
develop the proposed guidelines, Therefore, this Group asks that the
Universal Life Task Force or such other task force as may be assigned the
construction of variable 1ife guidelines, should assign the project of
devising a guideline for determining sufficient investment income and assets
to cover anticipated withdrawals to a task force consisting of a more diverse
composition than actuaries only.

See Recommendation XV.

Structured Settlements

This project is concerned with the proper reserving for annuity benefits,
which are payable as a result of settlement of casualty lawsuits. These
benefits can be considered as immediate annuities on substandard Tlives,
and the main question is determining an appropriate set of mortality rates
to use in calculating the reserves. The Standing Technical Advisory Committee
has been asked to develop a guideline for mortality assumptions and reserve
computations, The Group had considered this topic before, but without
reaching conclusions, and the work was suspended for some time. However,
structured settlements appear to be rapidly expanding in volume; and the
reserve questions are increasing in importance.

Actuarial Aspects of Reinsurance Transactions

This is a study of actuarial aspects of reinsurance transactions, including
the proper amount of credit which the ceding insurance company should be
allowed to take as an offset against its reserve l{ability. Such questions
are becoming increasingly difficult to answer, because of the great variety
and complexity of reinsurance contracts now in use. Some of the contracts
do not appear to provide for a clear transfer of risk, and one state insurance
department's actuary has stated that they may be intended as "two-way surplus
aid agreements."

Minimum Surplus for Risks Assumed

This topic is concerned with determining an appropriate level of minimum
surplus which an insurance company would need in order to cover its contract
Tiabilities in the future. It is an extremely important and complex topic.
Work 1is still at a relatively early stage. The major types of risk have
been identified and classified, and study of these risks is progressing.
A later stage of the work will involve recommending changes in the Standard
Valuation Law to implement the results from these studies. Probably, very
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extensive changes in the Standard Valuation Law will be needed. Perhaps
an entirely new statute will be developed to replace the Standard Valuation
Law. It is alsoc expected that the implementation of these studies will
affect accident and health dinsurance and possibly other types of insurance
not covered under the present Standard Valuation Law. The Standing Technical
Advisory Committee is assisting the Group in its work on this topic. Several
members of this Technical Advisory Committee have done pioneer work in the
study of risks and alternate valuation concepts, and the Group is pleased
to have this help. Attachment 2D1{s a letter from Gregory J. Carney dated
October 31, 1983, with some further thoughts on this topic. The Standing
Technical Advisory Committee expects to have recommendations for practical
applications of this research in 1984 so that implementation can begin.

Actuarial Opinion on Adequacy of Reserves Incltuding the Relation of

Liabilifies to Assets with Respect to Interest Guarantee Periods

The Group is considering the recommendation of such an actuarial opinion
in connection with its study of alternate valuation concepts. The New York
Department of Insurance is already implementing a form of actuarial opinion
in connection with annuities and guaranteed interest contracts. The proposed
NAIC Model Regulation on Universal Life Insurance includes a requirement
for an actuarial opinion in connection with indexed universal Tife policies
(see Recommendation V). It is very possible that the requirement for an
actuarial opinion could be implemented with only minimal changes being
required in the statutory wording of the model Standard Valuation Law.
However, the Group does not yet have any draft of language which might be
used for such an actuarial opinion, or for any changes in the Standard
Vatuation lLaw that may be needed. The American Academy of Actuaries Committee
on Life Insurance Financial Reporting Principles has recently established
a Task Force to work on a proposed actuarfal opinion. Allan D. Affleck,
a consulting actuary with Milliman and Robertson, Inc., in Seattle,
Washington, serves as Chairman of this new Task Force. It should alse be
noted that the Standing Technical Advisory Committee has been assisting
the Group in various aspects of work related to alternate valuation concepts.
One possible way of proceeding would be for the new American Academy of
Actuaries Task Force to develop a specific proposal for the actuarial opiricon,
and then for the Technical Advisory Committee to review this propesal and
furnish its comments to the Group.

Retrospective Valuation and Nonforfeiture Value Procedures

At its meeting in December 1982, the {A) Committee expressed an interest
in retrospective valuation procedures, and asked the Group to begin working
on such a topic, AS assigned to the Group, the topic would involve a study
of whether the traditional prospective methods used to determine minimum
reserves should be replaced by retrospective methods. (“Prospective” implies
looking forward from the valuation date to future benefits the insurance
company will provide, and future premiums toc be paid by the policyholder.
"Retrospective"” implies looking back from the valuation date to benefits
already provided and premiums already paid since the contract was issued.)
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Retrospective methods seem to be better suited to certain newer life insurance
plans, such as universal life plans, where it is difficult to place a value
on future benefits that would be provided. This method needs particular
consideration with respect to minimum nonforfeiture values. For this reason
Recommendations IX and XII are presented.

Norris Decision - Unisex Mortality Tables

See Recommendation I.

SECTION D. RECOMMENDATIONS

. Unisex Mortality Tables (Attachment 2-a)

This is an amendment to the Unisex Mortality Table Model Regulation adopted
on an interim basis by the NAIC Executive Committee September 21, 1983,
at Tampa, Florida. The form of this amendment mailed October 31, 1983,
provided for five tables. This has been further reviewed, and seven tables
are now recommended. Several other changes from the October 31, 1983, mailing
are:

1. The sentence concerning the use of the 0% and 100% tables has been
revised,

2. Tables of 1000 gx for the blended tables are attached.

3. A description of the method for obtaining 10 year selection factors
is attached.

The entire amended reguiation should then be adopted by the plenary session.

Adoption of & Model Regulation Providing for Smokers/Non-smokers Mortality
Tables {Attachment 2-Al

This is essentially as recommended October 31, 1983, except that an editorial
change was made in the definition of the 1958 CSQ Table (Section 3C of the
proposed model regulation).

Adoption of a Model Regulation Providing for a New Group Annuity Table
{Attachment Z-A)

In addition to the recommended model regulation, tables of the wvalues of
gx, the ratio of those dying in year of attained age x to these attaining
age x at the beginning of such year are now attached. These tables are
extracted from the report of the Society of Actuaries Committee on Annuities
Concerning the Development of the 1983 Group Annuity Mortality Table.

Revision of Actuarial Guideline IV, Joint Life Insurance (Attachment 2-A)

. Universal Life Model Regulation (Recommendation to Universal Life Task Force)
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We have reviewed the proposed Model Universal Life Insurance Regulation
of the A5 Task Force and its Industry Advisory Committee. We believe the
regulation represents a positive step towards an appropriate regulatory
framework for universal life insurance products. Universal life insurance
policies are gaining a rapidly accelerating share of the new life insurance
market, and are in a stage of continuing development and evolution. It
should be recognized that this model proposal, upon adeption by the NAIC,
must receive continuing scrutiny and refinement to keep up with this
development and evolution.

We recommend adoption of the proposed model, but urge its continuing review
and refinement, particularly in the area of nonforfeiture and disclosure.
Toward this end, we recommend a continuation of the A5 Task Force Advisory
Committee on Universal Life either in their current or in a newly
reconstituted form,

An advisory committee should be appointed to review the interest indexed
sections of the Model Universal Life Regulation and expand it to include
all interest indexed insurance and annuity products.

The Technical Staff Actuarial Group is recommending that it be assigned
by the Life Insyrance {A) Committee to study the feasibility of amending
the S5Standard Nonforfeiture Law for Life Insurance so as to provide an
alternative retrospective approach in defining minimum nonforfeiture values.
Also, the Group recommends that the requirement for disclosing the effective
rate of yield on annuity contracts adopted by the NAIC in December, 1982,
be reviewed and expanded te regquire disclosure of the effective rate of
yield on all policies of imsurance or annuity contracts which are sold with
emphasis on the rate of interest credited to those policies or contracts.

These two study items are broader than Universal Life but would include
that product. In any event, the group believes that it is very important
that the proposed form of the model regulation be adopted at this time for
the sake of consistency of regulation.

Remove Project 1d, Guaranteed Issup and Industrial Life Insurance

Remove Project 3a, Interpretation of Standard Nonforfeiture Law for Individual

Deferred Annuities

Remove Project 3b, Whole Life Insurance Plans With No Cash Surrender Values

Remove Project 6¢, Retrospective Valuation and Nonforfeiture Value Procedures

{See Recommendation XII below)

{Recommendation Withdrawn)

X1. Add Project 2h, Revision of Actuarial Guideline IV, Actuarial Interpretation

Regarding Minimum Reserves for Certain Forms of Term Life Insurance (7o

accomodate the adoption of the Smokers/Non-smokers Mortality Tables as
valuation standards.)
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Add Project 3c, Study the Feasibility of Amending the Standard Nonforfeiture

Law for Life Insurance so as to Provide an Alternative Retrospective Approach

in Defining Minimum Nonforfeiture Values

Add & new Project 7, Develop a Requirement With Respect to the Disclosure

of the Effective Rate of Yield on All Policies of Insurance or Annuity

Contracts

Add Project 8 to the Agenda of the Manipulation Task Force to Develop a

Model Regulation Concerning Disclosure pf Non-guaranteed Premium Rates and

Policyholder Dividends Paid By Stock Life Insurance Companies

Ask the Universal Life Task Force to Appoint a Group to Develop a Guideline

With Respect to Variable Life Insurance for Determining Sufficient Investment

Income and Assets to Cover Anticipated Withdrawals (See Project 4b of Section

C Progress Reports above for further details.)

Ted Becker, Texas (i/;?n Montgomer&L}CaITforhwa
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ATTACHMENT TWO-A
October 31, 1983

TO: Josephine Driscoll
Chairperson, NAIC Life (A) Committee

FROM: John O. Montgomery, FSA, MAAA
SUBJECT: Recommendation to the Life (A) Committee

The Life an< Health Actuarial Task Force of che NAIC, also known as the Technical Staff Actuarial Group, recommends to
the NAIC Lif'e (A} Insurance Committee the adoption of four items at its December 1983 meeting:

L An amendment to the Unisex Mortality Table Model Regulation adepted on an interim basis by the NAIC Executive
Committes, September 21, 1983 at Tampa, Florida providing for seven representative blends of morrality tables. The
entire amended regulation should then be adopted by the plenary session.

I1. Adoprion af a model regulation providing for Smoker/Nonsmokers Mortality Tables.

111, Adoption of a model regulation providing for a new group annuity Mortality Table.

V. Revision of Actuarial Guideline V1, Joint Life Insurance.

1. Unisex Mortality Tables

The moic] regulation adopted on an interim basis September 21, 1983 by the NAIC Executive Committee provided for

“blended” 1980 CSO and 1980 CET Mortality Tables (Attachment Two-Al). To simplify administration and regulation

seven tables (only five new tabies) have been developed. Those using all males or all females (the present 1980 CSO Male and

Female Tables) may be used as blended rables for policies issued prior to January 1, 1985 except as noted in the amend-

ment following. This i1s purely for convenience sake.

The Task Foree recommends that:

Section 4 o the Model Regulation adopted by the NAIC Exccutive Committee at Tampa, Florida be amended to add a
paragraph stating:

“The following tables will be considered as the basis for acceptable tables:

A, 100% Male 0% Female for tables to be designated as the #1980 CSO-A" and 1980 CET-A™ tables.

B. 80% Male 20% Female for tables to be designated as the 1980 CSO-B” and “1980 CET-B" tables.

C. 6§0% Male 40% Female for tables to be designated as the *1980 CSO-C" and *'1980 CET-C” tables.

13, 30% Male 50% Female for tables to be designated as the 1980 CSO-D' and 1980 CET-D” wables.

E. 40% Male 60% Female for tables to be designated as the 1980 CS0-E" and “'1980 CET-E” tables.

F. 20% Male 80% Female for tables to be designated as the 1980 CSO-F" and 1980 CET-F" tables.

G, 0% Male 100% Female for tables to be designated as the 1980 CS50-G' and 1980 CET-G™ tables.
Tables A and G are not to be used with respect to pelicies issued on or after January 1, 1985 except where the proportion
of persons insured is anticipated to be 90% or more of one sex or the other or except for certain policies converted from
group insurance. Such group conversiens issued on or after January 1, 1986 must use Mortality Tables based on the blend of
lives by sex expected for such polivies if such group conversions are censidered as extensions of the Norris decision. This
consideration has not been clearly defined by court or legislative action in all jurisdiction.
Attachment Two-A2 describes the construction of the Tables and Attachment Two-A2 of that attachment for pivotal age
45 shows values of 1000qgx for blended Tables B, C, D, E and F. Artachment Two-A3 shows the method by which selection

facrors may be obtained. Table A is the same as the 1980 CSO Male Table and Tahle G is the same as the 1980 CS0 Female
Table.
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TABLE R

DLENDED 1980 C50 & 1980 CE1 MORTALITY TABLES

PivoTaL ABE 15 A%

PLENDED 198G LSO TABLE

L
136280
135720
135585
135454
135329

133208
135088
134578
134849
1347468

134570
134373
134472
134360
134234

134082
133923
133737
133532
133316

133071
1328%9
132828
1323%7
1321718

131948
131730
131313
131303
131092

130878
130442
130440
130212
129974

129726
129464
127187
1288%0
128572

128227
127855
127431
127013
126543

126036
125408
124898
124265
123588

10000)
3.92
1.04

3 ]
-
¥

.87
83
1%
7%

73

12
«73
.83
.04
1.08

1.24
5.39
1.53
1.42
1.4%

1.74
1.75
1.73
1.7
1.6%

1. 65
1.43
1.81
1.81
1.43

1.65
1.70
1.75
1.83
1.91

2.02
2.14
2,30
2.47
2.48

2.90
3.1k
3. A2
3.72

AGE
S0
L}
S2
33
38

5%
S
a7
L1 )
59

LT
122840
122079
121237
120328
119343

118274
nnn
113867
114525
11308%

111554
109932
108153
106244
104228

102034
MWeTe
97135
#4473
91634

88543
BSaEE
g2158
78638
74914

10993
46887
82430
58285
SIg40

49394
44957
40554
38207
31947

27823
23889
20204
16822
13773

11080
8747
T4
5114
3768

2475
1806
1118
504
200

*es RATID OF MALE LY TD TOTAL LK 1S BoY

100001
6.38
b.%0
7.50
8.1%
8.%6

9.78
10,47
11.58
12,54
13.57

14,72
14.00
17.47
19.1¢
21.03

3.1
a5.2%
27. 4%
30.03
32.45

35.59
38.95
42.84
47.33
32.37

57.84
63,65
£%.70
75,95
82.57

69.83
§7.%4
107.19
117,45
129,10

147.38
154.17
147.49
181.24
195.54

210.53
226.5)
244,43
244.04
209.34

X24.89
380.97
477. 4%
57.38
1000. 00

PLENDED 1980 CET

LX
2437508
24250
24207%%
2414421
2412537

2408532
2404830
2400811
23971
2393538

2389994
2384483
2382903
237%138
23715117

23710MN
2365053
2360990
2335807
2350024

2344290
23384353
2332807
2326822
2321098

2315435
2309878
2304380
2298942
293514

2288057
2282544
2276974
2271282
2265422

225%3%
2253137
22464325
2239173
223256}

2224792
2218405
22072%¢%
2197474
2186838

2173848
2163132
2149915
2135742
2120405

100001
.10
1.79
1.70
1.4%
1.64

1.42
1.38
1.54
1.50
1.48

1.47
1.50
1.58
1.4%
1.83

1.99
2,14
2.28
2.37
2,48

2,49
2,50
2.48
2.4
2.44

2,40
2.38
2.3
2.3
2.38

2,40
2,45
2.50
2,58

AGE
30
LY
52
33
54

TABLE

L
2104341
20Be958
20082)E
2040073
2026241

2002455
1977201
1949727
1920433
1889130

1R55B04
1820284
1782424
1T4194S
1698553

1652044
1602436
1549740
1494120
1435797

1374833
131121%
17244019
1175495
1103147

1028063
50743
872087
793047
714780

530038
J83%528
491700
423280
358522

298151
243517
194711
122515
114420

84832
63047
LEYLY
30374
19948

12440
7188
Js2e
1378

200

10000
8.27
€.97
.75

10,45
11.43

1z2.1
13.87
13.05
16.30
17.64

19. 14
20.80
2.7
4.7
27.37

3G.04
32.88
15.B9
39.04
42.44

46.27
50. 44
55.49
£1.53
48.08

75.19
B2.75
0. 61
¥8.74
107.34

116.78
§27.32
£39.33
152,43
157,83

183.7%
200.42
217.74
233.8)
284,20

273,89
294, 44
3172.37
343,28
36,17

422.3%
495. 2%
421,00
854,59
1000. 00
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TABLE C

BLENDED 1980 CSD & J9B0 CEY MDRVALITY TABLES

PIVDIAL RGE 15 43

BLERDED 1980 CED TABLE

Ly
107405
107011
104905
106808
06710

106818
106526
106440
106350
104280

106202
106127
104048
105983
105B46%

1057462
1054641
105507
105341
105208

105045
104BB2
104714
104551
1OLTED

104224
104067
10509
103752
107593

§03432
103270
1863102
102930
102750

102562
102384
102155
101930
101689

101429
101147
100B84)
100509
1001353

99768
9g352
§Be0E
9p4l?2
§7%23

100001
3.487
.99
.92
.90
.88

N1
.B1
.77
.73

+73

T
7
.Be
.89
1.01

1.14
1.27
1.38
1.47
1.52

1.5¢6
1.58
1.58
1.5¢
1.3

1.53
1.52
1.51
1.53
1.54

134
S0
5
52
53

54

Ly
N
§6782
6183
95485
S4752

1959
¥3103
$2183
91198
S014%

B5032
B7842
B&STD
85203
BI72%

82137
eo422
78585
TH628
TAS5E

12370
70080
£7615
45020
42258

89325
$6231
52993
49642
46210

42725
39207

S672
32136
28623

25172
21832
18654
15693
12980

10548
8404
6557
4995
3700

2685
1793
1114
SBI
200

10000
t.01
6.50
7.0%
7.48
B.3?

.11
5.88
j0.48
11,50
12.3¢%

13.17
14,48
15.7%
17.30
15.01

20.B8
27.84
24.%0
27.04
29,32

31.92
314,90
38.38
42,48
47.11

5218
57.58
63.24
49,13
75.41

82.34
96.17
$9.12
109.33
120.58

132,68
145.47
156. 84
172.87
187.54

203,08
219.76
238.20
25%9.2¢
285.17

322.03
178.5%
47,70
457,10
1000, 00

RATID OF WALE LX TD TOTAL LY IS5 40X

BLENDED 1990 CEY

ir
1760557
1752159
1749110
1748171
17432%0

1740448
1737681
1734570
1732333
17297489

1727209
1724687
17122117
1719448
1716628

1713607
1710348
1706913
1703277
169949

16954638
1491721
1687779
1483845
1679955

14760592
167227}
166B47S
1664704
1660908

1657105
1653244
164930%
1645318
1641205

1436%71
1432564
162B02%
1623226
1418178

14612789
16086967
1600636
1593785
15BL40¢

15784%0
1569%6¢
154608414
1551089
15840666

10000
4.17
1.74
1.48
1.45
1.63

1.59
1.56
1.%2
1.48
1.48

1.4¢
1.49
1.3%
1,84
1.7

9
97
98
9%

TABLE

Lx
1529494
1517351
1504728
1480830
1476051

1459%%2
1442706
1424182
1404414
1363418

1363131
$33747%
1312304
1285382
1256454

1225407
1192149
1156754
1115310
1079964

1036798
995688
850514
203093
B53224

800573
TALE5%
690772
612984
577008

S20044
464735
410240
3573%4
306598

258519
213944
173487
1374664
106727

BO7G7
59400
42430
29291
18419

12220
7104
3L0B
1272

200
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10000
7.81
B.45
§.17
§.%8

10.88

11.84
12.684
13,88
14,95
16,41

17.38
16.82
20.53
22.49
24

27.14
29.4%
32,37
35.15
3. 12

41.50
45,37
45,89
55.22
61.24

57.B1
T4 BS
B2.21
B%.87
96.03

167.04
117.22
128.86
182.13
156.75

172.48
1B%.11
204. 49
224.73
243,80

264,00
2B5. 89
309,68
337,04
370.72

418. b4
492.13
&1%.71
854,22
1000.00



398

NAIC Proceedings - 1984 Vol. |

TABLE D

BLENDED 3980 C6D & 3980 CEY WDRTAL)TY TABLES

FIVDTAL AGE 18 A%

BLENDED $9B0 £SD TABLE

L
4561
%4438
f544
QL4SH
98370

Ye288
§4208
T4132
R6058
§3%88

5919
5854
9o7B2
§5707
958624

9I531
9542
9ot
§51B¢
£50%4

94917
54717
94536
G4494
94353

24212
94074
93934
93799
93450

53519
93IX75
93227
93074
92916

92750
52576
92391
§2193
91980

61749
51495
5122

§093:
S061L

90276
BR%0Y
B9S17Y
Bs0ORE
BELLO

10000Y
1.5
.87
.91
.89

. B

. B3
.19
.77
.73
k!

.
.12
.18
.87
%7

1.10
1.21
1.3
1.3%
1.44

1.48
1.4%
1.50
1.4%
1.4%

1.47
1.47
1.4
1.48
1.5

1.54
1.98
1.64
1.70
1.7%

1.8

[L LR )
o™
m

AGE
50
=)
52
53
o4

3%
H1)
37
98
9

&0
bi
42
43
oA

L
bb
87

L
88170
BTS¢
B7104
8310
BSB4B

175
ga428
gle28
82771
g1es)

808
1984k
18758
775%¢0
74318

74543
73461
71871
70174
£8181

&E4B5
L4480
£2355
60092
57676

ST100
52370
48500
46515
43442

40304
Iy
3I38%5
30652
27409

24202
21077
18086
15275
12685

10345
B274
LA77
4949
3875

2672
178B
1112
$62
200

#ey RATID DF WALE LY TO TOTAL LX IS 30Y

1oooR
5.8
&.30
6.82
7.42
B. 07

g.77
9.%0
10,23
10. %9
11.81

12.7%
13.7%
14,98
14,39
18.02

19.78
21, b4
23.%9
25.58
27.72

3018
32.%¢
35,29
40,20
44, 68

49.55
34.80
60,31
8. 06
72.23

7%.07
84.80
95.68
105.81
117.02

129.11
141,91
153.41
149.55
184,45

200.23
217.23
35.%1
257.43
203,81

3120.74
377.%3
476,61
&56.44
1000.00

BLENDED 198O CEY

L
15285%2
1521560
1518743
1716422
1513935

1511513
1509325
1504801
1504511
15022834

1500076
149788
14954684
14533%¢
1450877

19868412
1485459
1482747
1479493
1478528

14712%2
1470007
1464714
1463414
1460136

TALEELD
453631
1450404
1447199
14434972

1440709
1417410
1434081
1430434
142712%

1423504
14197460
14150858
1411764
1407444

1402E56
13978%0
1352484
13B8L59
1380364

1373828
13663735
1158e28
135038
1341537

10000Y
.40
172
1.88
1.84
1. 40

181}
1.54
1.52
1. 46
1.47

1.44
1.47
1.53
1.42
1.72

1.8%
1.98
2.08
2,14
2.1%

ORI RD N Y
. P

B3 A2 R RIS
gt A

. -

O Lar = 0 Ry

LU I N
.
™R R R R

[
.

(%]
-

AGE
30
S1
52
M
A

55
L1
57
8
59

&0
&1
&2
62
LX)

TRABLE

LY
1332108
$322009
1311187
129%552
1287011

1273810
1258992
1243447
1226905
1209373

1190809
1171137
1150197
1127824
1103792

1077930
1050218
1020473
B934
P56472

921991
BB5B4U
B47882
BO7R7Y
Th565¢

721205
B74745
5286748
577545
S27945

4783M
429154
300748
333408
287548

243803
202883
165458
132028
102¥2¢

78245
TI8vm
41533
28794
1515¢

12090
7049
p3-1-1-
1364

20¢

100001
7.58
B.)%
B.67
9.46%

10. 49

11.40
12.35
13.30
14,29
15.35

14,52
17.88
1%9.45
1.3
23.43

5.7
28. 13
30.487
25
36,05

39.21
42,85
47.18
52.28
SEB. 06

64,42
Ti.24
78.40
BS. 8B
$1.%0

102,79
112.84
124.38
137.%5
152.13

167.84
184.48
202.03
220,42
23%.79

260.30
282,40
304,68
I34. 88
348,95

A1E.94
191,31
619,59
ESI. 37
1¢o0. 00



AGE

A LA R - O

4]
Be11%
BE11#4
eneIo
87952
eg78%8

B7802
81731
87LL3
81596
87533

B7471
87410
7148
B728!
67208

B712¢
B7035
Be®ls
84827
86713

Be%9l
Bo475
Bb3IEL
86230
BL10OB

B859B&
685886
B5745
BIL2T
85400

B537%
BL247
851139
B4979
B4838

84590
B4GSIG
B43TO
B4194
BaG0s

BI79¢%
835746
81134
831071
B27THE

B2485
BZ158
E1810
B1438
B1040

PIVOTAL
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TABLE E

PLENDED 1960 LS50 & 1980 CET MORTALITY TABLES

AGE 15 45

BLENDED 1960 C5D TRbLE

10000
3.4
85
.89
LBb
B4

.81
+78
. TE
.12
M

.70
T
.17
.84
.94

1.05
1.15
1.24
1.31
1.3¢

1.3¢9
1.41
1.42
1.42
1.42

[ XN
i
- o 8
L oo

(4 L €A D *]
[ S Y
O = LA O D

(LR B R R
[ L NS -]
[ L I

AGE
50
ul

52

L
BOLI1A
BOISE
7649
79143
78574

77985
77308
76604
75834
75059

74218
3
72348
T1345
70239

49043
47751
66345
b4BB4
63316

41658
59904
5804}
56052
53921

51638
45209
4b6d1
41958
41178

38325
35411
I243h
29844
26422

23415
20468
17626
14540
12450

10187
B172
s411
4%13
385

2623
1784
1113
SB2
200

#80 RATID DF MALE LY TO TDTAL LY IS

100001
5.6b
.10
b.60
7.1%
7.17

.43
9.11
9.74
10,48
11.23

12.0%
13,01
14,14
15.50
17.03

18.71
20,46
2.3
24,17
26. 1B

2B.45
31,10
34,27
3B.02
42.32

£7.05
$2.1E
57.57
63,21
69,29

76.04
Bl.72
92.%2
102,85
113.82

125.%3
{38.7€
152.39
164,68
181.7¢

197.78
215.12
234,02
255.8%
2B2.5E

319.7¢6
177.41
A7L.21
65¢.10
100¢.00

ASE

»ld ) =D

40

BLENDED %80 CE1

LX
1343744
$339784
1337508
1335312
1333182

1331042
1328964
1326933
1324%2%
1322981

132104%
1319133
1317207
1355205
1313114

1310895
1308535
130604%
1303450
1300785

1298020
1295242
1282444
12095639
1286840

128404B
1281287
1278519
12757435
1272951

1270338
1267280
1264345
1261394
125B354

1255208
1251870
12485%0
1245044
1241309

1237137
12330548
1228407
1223371
1217951

1212154
1205911
1199284
1192148
1184584

10000X
LI
1.79
1.84
1.81
1.%%

1.56
1.93
1.51
1.47
1.44

1.4%
1.4
1.32
1.59
1.89

1.80
1.%90
1.99
2.06
2.1

2.14
2.16
2.17
2.17
2.17

2.15
2.1%
z2.17
2.1%
2.21

2.2%

5&

9E
9%

TABLE

Lx
1176481
1167822
1158541
114B4238
1137927

1126434
1118088
1100897
1086883
1072080

1056428
1038874
10222%0
1003500

83279

81509
S3B125
1117}
BB&LBY
BES8829

8294603
798916
Theblb
732453
676257

657949
&17702
575803
532710
488937

444894
A00%1 4
357280
314306
272342

232081
198070
159058
127347

95910

78302
SLeBA
40832
28409
1B%60

11995
7009
3570
1360

200
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100082
7.3
T.93
8.58
f.31

10.10

10.94
11,84
12.73
13.462
14,40

15.87
16.9%
18.38
20,15
22.14

24,32
26,40
29.00
I1.42
34.03

36,99
40,43
44.55
49,43
52,02

41.17
67.83
74,84
82.17
§0.08

98,85
108.84
120.28
133,45
147,97

163,71
1BO. 43
1968.11
214.48
236.29

257,11
279,64
304,24
332.61
I47.35

415,49
450,87
619.07
BS2. %2

1000, 00
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L
75508
T4871
T4BOD
74738
TaL?7

14617
74558
7450
Takhb
74391

74341
TAZRY
74237
74182
74123

74059
73989
7391
73832
71747

73659
73569
73478
7338¢
73283

73199
7310%
73010
72914
72816

12748
728613
72308
72398
F2282

72182
72038
7150%
71740
71608

T1440
7125%
71062
70647
70617

70371
70107
LYE2E
69525

£9204
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TABLE F

BLENDED 1%BC CED & 1980 CEY MORIALITY TABLES

PIVDTAL ABE 15 45

BPLENDED 1980 CSD VABLE

10000X
3,15
82
.B%
.82
.81

.79
.76
.74
)
.70

70
W70
.74
B0
LBt

.95
1.03
1.0%
1.15
1.18%

[P R R S )
- o
o L AL T A

a b o eotd
O O N
R = S L

AGE
-1y
5l
52
93
54

S5
54
5?7
58
59

b0
(3}
62
&3
1]

"

LY 100001
688672 5.
LE4%E 8570
48108 6.135
87687 b. 6%
47237 1.1%
bET54 7.7¢
£6235 £.31
L5684 6.9
6509% §.47
L4483 10.08
63831 10.75
L1147 11,58
62418 12,54
£1433 13.74
0788 15.10
59870 16.862
58873 1€.19
L7800 1%.81
SELTY 21.45
SOk 23.19
54158 25.1%
52794 27.57
51338 30.43
48774 33.92
4B0BE 37.94
4£264 42,43
LERI 47,33
42204 52.52
39987 58.03
IT647 £3.98
39257 70.85
32766 78.24
30202 E7.04
27373 §7.15
24894 10B.33
NN 120.52
19522 133.53
16915 147,37
14422 161.%3
12087 177.40

9943 193.80

BO1e  211.61

6320 231,00

4Bo60  25T.44

3628 280,88

2610 31B.37

1779 37e.21

1110 475.72

582 &%4.09
200 1000.0C

RATID OF MALE LX TD TOTAL L 1B 201

BLENDED 1980 CfY

11
10BOBEY
1076457
1074659
1672940
1071258

1049584
1067837
1064324
1064735
1063180

1061438
1040099
1058562
1054983
1055347

1053848
1051B57
1049985
1048053
16846042

1044033
104157¢
1039902
1027822
1035724

1033622
1031514
1029399
1027278
1025121

1022937
10206717
1018451
101613%
1013771

1011328
1008810
1004187
1003430
10003520

GOTAAE
954158
880577
FB6LBE
882510

G7E04S
973278
SLEL1EL
§L2774
gsr00?

100061
4,10
1.47
1.40
1.57
1.58

1.%4
1.5
1.4%
1.45
1.43

i.45
1.43%
1.4%
1.55
1.8t

.70
1.78
1.84

2.10
2.13

.17
2.22
2.27
2.3%
2.4

2.4%

TaBLE

LX
50863
44302
§37305
§2%807
§21764

91314
803932
894113
BBIT?Y
BY2900

Betass
Ba%422
B384
823024
80B327

792440
775325
756998
737505
T16%38

95320
672548
LaBada
L22792
595327

EL59465
534744
SC1E84T
467572
432298

104344
159540
323320
2B673¢
250521

215240
161516
150007
121289

95741

T3t
55103
39945
275947
18739

11%02
4976
3568
1360
200

10000
&£.%0
7.41
B.00
B.4%
%.3%

10.09
10.84
11.58
12,0
13.10

13,58
15.02
16,30
17.8¢
19.43

21.81
23,45
2%.75
27.8%
30,15

32,715
35.04
19,58
446,10
45.32

$3.14
61.53
68.2%
75.44
83.17

§1.85
101.74
113.15
126.30
140.83

156. 68
173.5%
191.58
210.51
230.42

251.94
275,09
300.37
329.47
354,85

411,88
489.07
LIE. 42
gs2.92

1000.00
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1. Smokers/Nonsmokers Mortality Tables

A model regularicn s attached (Attachment Two-A4) providing for 1958 CSO and CET and 1980 C50 and CET Smokers/
Nonsrookers Mortality Tables for use in permitting minimum reserve liabilities and nenforfetture benefits. The 1958 CSO
and CET tables were based on the distribution of smokers/nonsmokers representative of the period used to obtain the basic
martality expericnce for those tables and were loaded with the loading factors used to derive those tables from the basic
tables. The 1980 CSO and CET tables were based on the distribution of smokers vs. nonsmokers during the period of the
experience underlying those tables and loaded using the loadings applicable in the construction of the 1980 tables from the
basis rables.

Beceause of the shifts in che proportions of simekers vs. nonsnekers, use of the smokers/nonsmokers tables will not currently
reproduce in the aggregate reserves or values caleulated using tables not distingumishing by smokers vs. nonsmokers. Tabies
based on other expericnce may be used for premium rates and universal life mortality charges: but only the 1938 €S0 and
CET and 1980 (S0 and CET tables provided here may be uscd for the calculation of minimum policy reserves and non-
torfeiture values. The 1958 CSO Tabies are male tables; fermale tables are te be obtained by the age serbacks defined by the
Standard Valuation and Nonforfeiture Laws.

The tables attacked which are values of 1000 gx are wher: ANB is “Age Nearest Birthday™ and where ALB is “Age Last
Birthday”:

1 1958 CS0  Male Nonsmokers and Smokers Mortality Tables ANB
2 1958 CET  Male Nonsmokers and Smokers Mortality Table ANB

3 1958 €S0 Male Nonsmokers and Smokers Mortality Tables ALB
4 1958 CET  Male Neonsmokers and Smokers Mortality Table ALB

5 1980 CSQ+ Female Nonsmokers and Smokers Mortility Tabie ANB
[¢] 1980 CS0O  Male Nonsmokers and Smokers Morrtaliry Table ANB

7 1280 CET  Female Nonsmakers and Smokers Mortality Table ANB
8 1980 CET  Mule Nonsmokers and Smokers Mortalizy Table ANB

9 1980 CSO  Female Nonsmokers and Smokers Mortality Table ALB
10 1980 C50 Male Nonsmokers and Smokers Mortalizy Table ALB
11 1980 CE'T  Female Nonsmokers and Smokers Mortality Table ALB
12 1980 CET  Male Nonsmokers and Smokers Mortality Table ALB

The 1980 C50 Muorrality Tables are recommended by the NAIC Technical Sraff Actuarizl group using those rates shown in
the Report of the Society of Actuarics Task Force on Smoker/Nensmoker Mortality Report dated Qctober 3, 1983, The
1958 (50 Mortality Tables were developed by the staff of the California Department of Insurance using the methodology
of the Society of Actuaries Task Force and are also recommended by the NALC Technical Staff Actuarial group. Since the
Caltfornia Department report is not available elsewhere it is also arrached (Actachment Two-A5)

Although eventually some sex blended smoker/nonsmelkers rables may be neeided, the need is not ver evident.

The Task Force recommends the adoption of this model regulation and the use of the mortality tables mentioned therein
for the purposes indicated.
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TABLE &

198D CS0 FEMSLE SMORER AND NON-SYOIER MORTALITY. RATES

Age Neare=t Birthday

Ape Non-Snolier Snolier Age Non-Smolier Srnoker Ane Non-Smoker  Snolier
15 0.84 0.94 45 2.99 4.G1 75 37.22 46.0G4
16 D.88 0.99 46 3.19 4.485 76 42.04 51.92
17 0.92 1.04 47 3.41 5.31 77 47.11 57.44
18 D0.95 1.03 48 3.65 5.68 78 52.62 £2.23
19 0.98 1.13 49 3.90 6.08 79 58.45 69,41
20 1.01 1.16 50 4.19 6.54 g0 65.12 76.26
21 1.02 1.18 51 4.50 7.00 81 72.7C6 £4.00
22 1.04 1.21 b2 4.85 7.52 82 £1.59 02.54
232 1.05 1.23 53 6.26 g8.13 83 91.76 102,87
24 1.08 1.22 54 5.68 8.75 84 103,02 114.65
25 1.09 1.29 65 6.13 9.40 85 115.38 126.42
26 1.12 1.34 56 6.59 10.05 3¢5 128.5% 139.79
27 1.14 1.38 &7 7.05 10.G7 87 142.71 152.67
28 1.17 1.42 58 7.4%2 11.28 88 157.G1 167.22
29 1.20 1.48 59 7.96 11.85 89 173.51 181.07
a0 1.24 1.55 &0 8.51 12.51 2D 190.39 197.01
31 1.27 1.61 6% 9.18 123.36 o1 208.58 234.00
82 1.31 1.68 62 9.88 14.39 92 228,80 232.54
h:1:3 1.25 1.75 83 11.01 15.78 83 251.40 253.55
a4 1.42 1.86 64 12.22 17.33 94 279.31 279.31
a5 1.47 1.94 €5 13.55 19.07 95 217.32 317.32
2% 1.56 2.09 €6 14.97 20.799 96 375.74 875.74
a7 1.67 2.28 67 16.41 22.58 97 474.97 474,97
28 1.79 2.49 34 17.86 24.20 88 £655.55 655.85
39 1.83 2.73 69 15.41 26.02 29 1000.09 1000.00
40 2.08 3.00 70 21.20 27.85
41 2.26 3.83 71 23.34 30.45
42 2.44 8.64 72 20.89 83.55
43 2.62 3.96 73 29.22 87.33
44 2.B0 4.38 74 83.02 41.74
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TABLE 6

1980 (SO MALE SMOEKER AND NON-SMOLER MORTALITY RATES

Non-Srolirr Snoker
1.29 1.65
1.43 1.87
1.54 2.05
1.€0 2.16
1.66 2.26
1.63 2.21
1.67 2.33
1.64 2.20
1.61 2.2
1.57 2.21
1,52 2.14
1.48 2.08
1.4¢ 2.06
1.44 2.04
1.44 2.06
1.44 2.10
1.47 2.17
1.50 2.24
1.55 2.35
1.61 2.48%
1.69 2.63
1.77 2.81
1.88 3.04
2.00 2.20
2.14 2.60
2.29 3.94
Z2.47 4.34
2.565 4.75
2.8G 5.22
3.07 5.71

Ape Nearest Birthdav

45
45
47
43
48

50
51
52
S8
64

55
b6
57
3]
69

Age Non-Snoker Snmolier
3.32 6.27
3.59 6.82
3.88 7.44
4.19 8.08
4.54 B.ED
4.91 9.56
5.85 10.44
5.86 11.42
6.43 12.54
7.09 13.80
7.82 15.14
8.63 15.59
9.45 18.09
10.42 19.69
11.47 21.35

12.64 23.19
13.94 25.26
15.42 27.59
17.11 80.23
19.02 33.14
21.13 36.29
23.40 89.57
25.86 £3.01
23.50 46.55
81.38 50.32
34.83 64.48
88.9] 59.09
42.56 64.33
47.44 70.23
52.92 76.606

Non-Snoker Srnoker
52.80 £3.77
65.06 91.10
71.64 98.52
78.47 105.91
85.72 113.49

2.67 121.59
102.82 130. 41
112.52 145.20
122.79 151.02
136.11 162.49
149.20 174.20
162.50 185.78
176.79 197.06
180.89 208.37
205.29 221.52
220.19 233.69
225.84 246.12
252.75 258.33
271.63 275.20
295.65 298.18
329.96 329,98
384.55 384.55
420.20 4£0.20
657.98 657.98
1000.00 1002.00
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15
16
17
18
19

20
2]
22
23
24

25
26
27
28
23

a0
31
32
a3
B84

85
a6
37
88
82

40
41
42
43
44

Age Non-Smoker Smoler
1.589 1.69
1.63 1.74
1.67 1.78
1.70 1.84
1.73 1.88
1.76 1.81
1.77 1.93
1.79 1.96
1.80 1.98
1.83 2.02
1.84 2.04
1.87 2.09
1.89 2.13
1.92 2.17
1.95 2.23
1.99 2.30
2.02 2.36
2.086 2.43
2.10 2.50
2.17 2.61
2.22 2.69
2.31 2.84
2.42 3.03
2.54 3.24
2.588 8.55
2.83 3.90
8.01 4.33
8.198 4.73
2.41 5.15
3.64 5.56

NAIC Proccedings - 1984 Vol. 1

TABLE 7

1980 CET FEMALE SMOITR AND NON-SMONER MORTALITY R4ATES

Age Ncarest Birthdnv

45
46
47
48
49

50
bl
52
63
54

55
56
57
£8
59

€0
g1
62
&3
&4

65

66
&7
68
€9

Age Non-Smoler Emoker
3.89 5.99
4.15 &.44
4.43 6.90
4.75 7.28
5.07 7.90
5.45 E.50
5.85 8.10
£.31 .78
6.84 10,587
7.38 11.38
7.97 12.22
8.57 13.07
8.17 13.87
9.74 14.63

10.35 15.41
11.06 16.26
11.91 17,37
12.97 18.71
14.31 20.51
15.90 22,53
17.62 24.79
15.46 27.03
21.33 29.35
23.22 21.46
25.23 a3.83
27.56 36.34
50.34 89.59
83.79 43.62
87.99 48.52
42.83 54.26

Nen~Smelicr Sroker
48.52 60.62
Bb4.65 67.50
61.24 74.70
68.29 82.20
75.99 50.23
84.66 99.14
94.59 109.20
10G6.07 120.69
119.29 123.73
133.94 149.05
149.99 164.259
167.15 181.72
185.52 188.47

204.89 217.40
225.56 235.39
247,51 256.11
271.15 278.20
297.18 302.20
226.82 2329.62
863.10 363.30
412.52 412.852
488.46 438,406
617.46 617.46
852.61 852.61
1800.00 1000.00



NAIC Proceedings - 1984 Vol. 1 409

TABLE B

1980 CET MALL SMOLER AND _NON-SVOILR MOPTALITY RATLS

Aoc Nearest Birthdav

Ape Non-Sroker Snoler Age  Non-Snoker Snoker Asc  Non-Snoker Snoker
1% 2.0 2.40 45 4.32 8.15 75 76.44 108.90
16 2.18 2.62 46 4.67 g.838 7C 84.58 115.43
7 2.29 2,80 47 5.04 9.67 77 93.13 125.08
18 2.35 2.591 48 5.45 10.50 78 i02.01 137.58
19 2.41 3.0 49 5.90 11.44 79 111.44 147.54
20 2.43 2.06 50 6.38 12.43 &0 121.77 158.07
21 2.42 2.0% 51 6.96 13.87 g1 132.28 160.563
22 2.39 3.05 52 7.62 14.85 £2 14G.28 152,20
23 2.26 g8.01 52 £.236 16.30 £3 160.903 186.34
24 2.32 2.96 54 9.22 17.94 84 176.9%4 211.24
20 2.27 2.89 55 10.17 19.68 g5 193.95 22C.46
26 2.23 2.83 56 11.22 21.57 &6 211.64 241.51
27 2.21 2.81 57 12.34 23.52 g7 225,83 256.18
28 2.18 2.79 U8 13.55 25.60 88 248.16 272.18
29 2.1% 2.81 59 14.91 27.76 89 26G.88 287.98
a0 2.19 2.85 &0 16.43 80.15 20 286.25 8032.80
31 2.22 2.92 €1 18.12 82.84 81 306.59 319.88
32 2.25 2.99 62 20.05 35.87 92 328.58 337.13
a3 2.30 3.10 63 22.24 39.20 83 353.12 358.19
84 2.36 3.23 64 24.73 42.08 S4 384.35 387.60
35 2.44 2.42 €5 27.47 47.18 9s 428.035 428.95
a6 2.52 3.65 66 30.42 51.44 85 499.02 493,92
a7 2.63 3.95 67 323.62 £5.81 o7 624.26 624.20
3s 2.95 4.29 68 87.03 60.52 g% 855.37 £55.37
29 2.89 4.68 69 40.79 65,42 g9 1000.00  1000.00
40 3.04 S.12 70 45.02 70.82
41 23.22 S.64 71 49.80 76.82
42 3.45 6.18 72 £5.32 83.62
43 8.72 6.79 73 61.67 91.30
44 3.99 7.42 74 G8.80 99.66
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TABLE 9

1980 €S0 FEMALE SYOLER AND NON-SMOUEDR WORTALITY PATES

Non-Sroker Sroker
D.86 0.96
0.90 1.01
0.93 1.06
0.56 1.11
0.99 1.14
1.01 1.17
1.03 1.19
1.04 1.22
1.086 1.25
1.08 1.28
1.10 1.31
1.13 1.36
1.15 1.40
1.18 1.45
1.22 1.51
1.25 1.58
1.29 1.64
1.33 1.71
1.38 1.80
1.44 1.90
1.51 2.0}
1.61 2.18
1.73 2.38
1.86 2.61
2.00 2.86
2.17 3.18
2.385 3.48
2.53 3.80
2.71 4.12
2,89 4.44

Ape Last Birthday

Non-Snolier Snoker
8.09 4.78
3.30 6.13
3.02 5.49
8.77 5.88
4.04 6.31
4.34 6.77
4.67 7.26
5.09 7.82
5.47 8.44
£.90 9.07
6.36 9.72
6.82 10.36
7.27 10.96
7.72 11.55
8,23 12.18
.83 12.83
9.57 13.87

10.49 15.D8
11.62 16.55
12.89 18,189
14.26 15,92
15.68 21.68
17.138 23.38
18.63 25.10
20.2 26.97
22,26 25.18
24.65 321.98
27.58% 35.41
31.09 39.49
85.18 44.14

Non-Sxnelier  Srnolier
39.64 40.0¢
44.52 54.62
49.75 £0.20
65.41 6G.22
61.68 72,71
68.81 795.88
77.01 88,25
86.46 97.61
97.12 103.44
108.87 120.138

121.58 122.65
135.16 145.75
149.59 158.30
164.88 173.52
181.15 188.25
108,53 204.58%8
217.42 222.18
238.53 24]-65
263.35 264.56
295.23 295.23
341.02 841.02
413.8% 412.88
537.24 £37.24
742.86 743.9C
1008.00 1000.00
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TABLE 10

1680 €SO MALE SMORER_AND NON-SMDIER MOPTALITY RATES

1.36
1.48
.57
1.63
1.67

bt et b B b
oo,
EL IR T- BT . )

1.50
1.47
1.43%
1.44
1.44

2.56
2.75

B.19

1.76
1.96
2.10
2.21
2.28

.

bR B 0
00 un £ M3 1)

.

»

NN BNaRoN

. . .
D OO0 .
03 L1 L1 =)~

B RY A3 RN
.
Ll 0 O W

3
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o) b ms 1D =) Ol e B3 N e

WN.WMM
I

5.89

Age Lost Birthdav

Non-Snolier

Snoker

- B S N
.
el e L % |

0 da O 83 C1

»

b
oo
to O
3 O

==

11.¢98
13.17
14.47

15.86
17.33
18,88
20.51
22.20

24.21
26.41
28.89
81.66
84.%9

87.80
41.26
44.74
48.89
5§2.35

$6.72
61.63
67.18
73.33
80.07

Age

Xon~Snolicr Snoker
G1.84 $7.27
68.24 84.62
74.83 102.02
$1.55 109.49
£9.82 117.30
97.88 125.71
107.25 134.96
117.82 145.21

122.04 156.29
142,18 167.83
185.45 179,44
169.18 18C.84
122.16 202.54
197.33 214.73
211.89 226.85
227.05 239.08
243.16 2351.80
2(6D.82 204,55
281.75 285,47
309.83 811.27
251.86 251.86
420.99 420,89
541.00 541.00
745.15 745.15
1000.00 1800.00
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Age

15
16
17
18
19

20
21
22
23
24

25
26
27
28
29

30
a1
32
33
34

85
85
a7
88
39

40
41
42
43
44

NAIC Proceedings - 1984 Vol. 1

TABLE 11

1950 CLCT FEMALE SMOIER AND NON-SMORER MOLTALITY RATES

Non-Sroker Smoker
1.61 1.71
1.65 1.7
1.68 3.81
1.71 1.86
1.74 1.89
1.76 1.92
1.78 1.94
1.79 1.97
1.81 2.00
1.83 2.03
1.85 2.06
1.83 2.11
1.90 2.15
1.83 2.20
1.87 2.26

*

ORI
Uie oo

) & of t N NN
. e + e .

+

w O N = 1D
- S =y X

Ace Last Rirthday

Non-Sezoker Smoker
4.02 6.21
4.29 G.67
4.90 7.14
4.90 7.64
5.25 8.20
5.64 8.8D
6.07 9.44
6.57 10.17
7.11 10.97
7.67 11.78
8.27 12.64
£.87 13.47
8.45 14.25

1D.04 15.02
10.70 15.83
11.48 16.81
12.44 18.03
18.64 19.60
15.11 21.52
16.76 23.65
18.54 25.90
20.38 28.18
22.27 80.39
24.22 32.63
26,39 35.00
28.94 37.83
32.05 41.57
85.8%9 46.03
40.42 51.34
45.67 57.38

XNon~Snoker Snolier
51.52 62.99
B7.88 71.01
¢4.68 78.34
72.02 B8G.09
£0.18 94.52
£9.45 103.97

100.11 114.70
112,40 125.89
126.26 140.97
141.53 156.23
158.08 172.45
175.71 189.4%
154.47 207.16
214.34 225,58
235.50 244.73
258.09 255.95
282.65 288.81
210.09 314.16
342.36 3843.82
883.80 883.80
443,33 443.33
538.04 53&.04
£698.41 698.41
267.15 867.15
1000.00 1600.00
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TABLE 12

1280 CET MALE SMOKER AND NON-SMOKER MORNTALITY RATES

Non-Smoler Snoker
2.11 2.51
2.23 2.71
2.2 2.85
2.38 2.96
2.42 3.03
2.43 3.07
2.41 3.07
2.38 3.03
2.34 2.99
2.80 2.93
2.25 2.86
2.22 2.82
2.20 2.80
2.19 2.80
2.19 2.83
2.20 2.88
2.23 2.95
2.27 3.04
2.33 3.16
2.40 3.32
2.48 8.54
2.57 3.80
2.69 4.12
2.82 4.49
2.956 4.90
2.13 5.88
8.33 5.90
3.58 6.47
3.85 7.10
4.15 ?.79

Ape Last Birthdav

Non-Smoker Snolicr
4.49 8.52
4.85 9.27
5.24 10.09
5.67 10.97

14 11.93
6.67 13.00
7.28 14.21
7.928 15.57
£.79 17.12
9.69 18.81

10.€E9 20.62
11.78 22.53
12.94 24.54
14.22 26.66
165.67 28.94
17.28 31.47
19.07 84.33
21.14 37.56
23.48 41.18
26.08 45.10
28.93 49.27
32.01 53.64
25.31 58.16
38.90 62.91
42,87 658.06
47.37 73.74
5n2.51 80.12
BE.44 £7.33
65.14 95.33
72.51 104.09

Non=8noker Snoker
80.39 113.45
85.71 122.02
97.41 132.03

10C6.54 142.34
116.38 152.49
127.24 162.42
139.43 175.45
153.17 i88.77
165.40 202.1%8
184.82 218.15
202.09 233.27
219,92 248.09
238.11 262.30
256.53 279.15
275.46 294.91
295.17 310.80
310.11 827.34
829.07 346.52
36G6.28 371.11
402.78 404.65
457.42 457.42
547.29 547.29
703.3G 703.30
968.70 268,70
1000.00 1000.00
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[li,  Group Annuity Mortality Table

Arrached (Atrachment Two-A6) is an amendment 1o the model rule (regulation) for recognizing a new mortality table for
use in determining reserve liabilities for group annuities. This amendment provides for a new mortality table, the 1983 GAM
Table, for use in determining a minimum reserve standard for group annuity and pure endowment contracts. Previously
the NAIC had adopted this model rule for the 1983 Table “a”. The Task Force recommends the use of this new table as
indicated in the proposed model regulation.

1983 GAM TABLE

MALES
Age -9 Age —9 Age I B
S 000342 40 .001238 76 .049388
6 .000318 41 .001370 77 .054758
7 .000302 42 .001527 78 060678
8 .0002%4 43 .001715 79 .067125
9 .000292 IV .001932 80 .074070
10 .000293 45 .002183 81 .081484
11 .000298 46 .002471 82 .089320
12 .000304 47 .002790 83 .097525
13 .000310 48 .003138 84 106047
14 .000317 49 .003513 85 .114836
15 .000325 50 .003909 86 L124170
16 ,000333 51 004324 87 . 133870
17 .000343 52 .004755 88 L144073
18 .000353 53 .005200 89 . 154859
19 .000365 54 .005660 90 .166307
20 .000377 55 .006131 91 .178214
21 .000392 56 006618 92 .190460
22 . 000408 57 .007139 93 .203007
23 000424 58 007719 94 .217904
24 .000444 59 .008384 g5 .234086
25 000464 60 .009158 26 L248436
26 .000488 61 .010064 97 .263954
27 .000513 62 011133 98 .280803
28 .000542 63 .012391 99 .299154
29 .000572 64 .013868 100 .319185
30 . 000607 65 .015592 101 .341086
31 .000645 66 .017579 102 .365052
32 .000687 67 .019804 103 .393102
33 .000734 68 .022229 104 427255
34 .000785 69 .024817 105 L469531
as .000860 70 .027530 106 .521945
36 .000907 71 .030354 107 .586518
a7 000966 72 .033370 108 .665268
38 .001039 73 .036680 109 .760215
39 .001128 74 .040388 110 1.000000

75 .044597
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.000171
.000140
.000118
.000104
.000097
.000096
.000104
.000113
.000121
.000131
.000140
.000149
.000159
.000168
.000179
.000189
.000201
.000212
.000225
.000238
.000253
.000268
.000283
.000301
.000320
.000342
.000364
.000388
000414
-000443
.000476
.000502
.000535
.000573
.000617
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1983 GAM TABLE

Age

40
41
42
43
44
45
46
47
48
49
50
5l
52
53
54
55
56
37
58
59
60
61
62
63
64
65
66
67
68
€9
70
71
72
73
74
75

FEHMALES

—91 .

.000665
.000716
.000775
.000841
.000919
.001010
001117
.001237
.001366
.001505
001647
.001793
.001948
.002119
.002315
.002541
.002803
.003103
.003442
.003821
.004241
004702
.005210
.005769
.006385
. 007064
.007817
.008681
.009702
.010921
.012385
.014128
.016159
.018481
.021091
.023992

Age

76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
g2
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109
110

415
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.027184
.030672
.034459
.038549
042945
.047655
.052691
.058071
.063807
.069918
.076570
084459
.091935
.101354
111750
.123076
135630
149577
.165103
.182419
.201757
.222043
.243899
.268185
.295187
.325225
.358897
.395842
+438360
.487816
.545886
.614309
.694884
.789474
1.,000000
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v, Revision of Actuarial Guideline V1 Joint Life Insurance

Attached (Artachment Two-A7) is a proposed revision of Actuarial Guideline VI Joint Life Insurance and an explanation of
the need for such revision. The Task Force recommends adoption of this revision,

Preamble

LA RS

ATTACHMENT TWO-A1

NAIC PROCEDURE FOR PERMITTING SAME MINIMUM NONFORFEITURE STANDARDS
FOR MEN AND WOMEN INSURED UNDER 1980 CSC and 1980 CET MORTALITY TABLES
Adopted on an interim basis by NAIC Executive Committee
September 21, 1983

The U.S, Supreme Courr in its decision in Arizona Governing Commitree v. Norris makes it iflegal for an employer to make
contributions after August 1, 1983 o a defined contribution pension plan if the benefits derived from those contributions
differ by sex. Although there is some uncertainty as to the breadth of the Supreme Court’s decision, it would seem to
require that after Aupgust 1, 1983, employer pension plans may nced to be funded by life insurance products that have
identical nonforfeiture values for men and women. Since the 1980 CSO and 1980 CET Mortality Tables contain mortality
rates that vary by both age and sex, it is very difficult if not impossible for companics to determine actual nonforfeiture
values that are identical for men and women and also satisfy a sex-differentiated minimum standard, For this reason, this
regulation permits the same minimum nonforfeiture standard - for men and women insureds under the 1980 CSO and 1980
CET Morrzlity Tables.

A few background comments may be helpful in understanding the intent of this regulation.

(1}

{2)

(3)

{4)

(5)

(6)

No attempt was made to define which policics and situations are covered by the Norris decision and which are
not. The breadth of the Norris decision is unclear and may ultimarely have to be resolved by further court
decisions or federal legislation.

Insurers are given flexibility to use either:

(a) the existing tables with mortality rates that vary by age and sex, or

(b)  rtables of mortality rates which are a blend of the male and female mortality rates.

No change is made in minimum valuation standards, since these do not invelve any contractual relationship
between the insurer and its policyholder clients and the Supreme Court did not address state statutory
valuation standards,

Section ¥ is included to make it clear that an insurer who issues the same kind of policy on a sex-distinct basis
in some circumstances and on a sex-neutral basis in others shall not be deemed to be in violation of the state

unfair discrimination laws,

A cutoff date of January 1, 1989 is provided in anticipation of a more permanent resolution of this issue by
that time.

The effective date is August 1, 1983, the date the judgement in the Norris decision hecame effective,

TABLE OF CONTENTS

Section 1 Authority

Section 2 Purpose

Section 3 Definitions

Section 4 Rule

Section § Unfair Discrimination
Section 6 Separability

Section 7 Effective Date
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Section 1, Authority

Th's Rule is promulgated by the Commissioner of Insurance pursuant to Section (insert appiicable reference to the Standard
Noenforfeiture Law for Life Insurance) of the (insert state) Insurance Laws.

Section 2. Purpose

The purpose of the Rule is ro permit individual life insurance policies to provide the same cash values and paid-up non-
forfeiture benefits te both men and women. Ne change in minimum valuation standards is implied by this rule.

Section 3. Drefinition

A, As used in this Rule, “1980 CSO Table, with or without Ten-Year Sclect Mortality Factor” means that mortality
table, vonsisting of separate rates of mortality for male and female lives, developed by the Soviety of Actaaries Cemmittec
to Recommend New Morralicy Tables for Valuation of Standard Individual Ordinary Life Insurance, incorporated in the
1980 NAIC Amendments to the Model Standard Valuarion Law and Standard Nonforfeiture Law for Life Insurance, and
referred to in those models as the Commissioners 1960 Standard Ordinary Mortality Table, with or without Ten-Year
Morality Factors,

B. As used in this Rule, “1980 CSO Table (M), with or without Ten-Year Select Mortality Factors” means that mortality
table consisting of the rates of mortality for male lives from the 1980 CSO Table, with or without Ten-Year Sclect Mortality
Facrar.

C. As usca in this Rule, “1980 C50 Table (F), with or without Ten-Year Select Mortality Factors™ means that mortalicy
table consisting of the rates of mortality for female Lves from the 1980 CS50 Table, with or withoutr Ten-Year Select
Mortality Factors.

I As used in this Rule, “1980 CET Table” means that mortality table consisting of separate rates of mortality for male
and female lives, developed by the Sociery of Actuaries Committee to Recommend New Mortality Tables for Valuation of
Standard Individual Ordinary Life Insurance, incorporated in the 1980 NAIC Amendmencs to the Model Standard Valuation
Lezw and Standard Nonforfeiture Law for Life Insurance, and referred to in those models as the Commissioners 1980
Exntended Term Insurance Table,

E. As used in this Rule, “1980 CET Table (M} means that mortality table consisting of the rates of mortality for male
lives from the 1980 CET Table.

F. As used in this Rule, “1980 CET Table (F)”" means that mortality table consisting of the rates of mortality for female
lives from the 1980 CET Table.

Scetion 4. Rule
For any policy of insurance on the life of either a male or female insured delivered or issued for delivery in this state before
January 1, 1989 and after the operative date of Section (insert applicable reference corresponding to paragraph 5-¢(11} of
the NAIC Model Standard Nonforfeiture Law for Life Insurance) for that policy form,
(i) a mortality table which is a biend of the 1980 CSO Table (M) and the 1980 C50O Table (F) with or without
Ten-Year Select Mortality Factors may at the option of the company be substituted for the 1980 C50 Tabie,

with or without Ten-Year Select Mortality Factors, and

(i) a mortality table which is of the same blend as used in (i) but applied to form a blend of the 1980 CET Table
(M) and the 1980 CET Table (F} may a1 the option of the company be substituted for the 1980 CET Table.

for use in determining minimum cash surrender values and amounts of paid-up nonforfeiture benefits.

Szction 5, Unfair Discrimination

1t shail not be a violation of (insert applicable reference to unfair trade pracrices statute) for an insurer to issue the same
kind of policy of life insurance on both a sex distinct and sex neutral basis.
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Scctipn &, Separability

If any provsiion of this Rule of the application thercof to any person or circumstance is for any reason held to be invalid,
the remainder of the regulation and the applicarion of such provision to other persons ot circumstances shall not be affecred
therchy.

Section 7. _ Effective Date_

The cffective date of this Rule is August 1, 1983 to comply with the Norris Decision.

EER 2]

ATTACHMENT TWOQ-A2

EXPOSURE DRAFT
BLENDED 1980 CSQ and CET MORTALITY TABLES
REPORT OF THE SOCIETY QF ACTUARIES COMMITTEE
ON VALUATION AND NONFORFEITURE MORTALITY PROBLEMS
' INDIVIDUAL LIFE INSURANCE AND ANNUITIES
November 28, 1983

The U.5. Supreme Court decision in Arizona Governing Committee v. Norris which
prohibitad employers from meking contridbutions after August 7, 1983 o a
defined contribdtiorn pension plan if the bedefits to be derived from those
contributions differ by sex, created & problem for companies wishing to use the
sex - distinct 1980 CSO mortality tables in their pension related policies. In
responae to this dilemma the Executive Committee of the NAIC, at its September
21, 1983 meeting adopted "mn interim procedure muthorizing the use of tables
thet are a 'blend’ of the 1980 CS0 and CET sex distinct tables for plams
impeaeted by the Norris decision”. Commissioner Roger C. Day's October 21
letter to NAIC members, the resolution and & subsequent abendment recommended
by the NAIC Technical Staff Actuarial Group (TSAG) are reproduced in Appendir A.

The use of blended moriality tables would take the place of ap earlier interim
procedure permitting use of the 1380 CSO male mortality tables for calculation
of nonforfeiture bepefits in policies affected by the Norris decision.

However, there was no indication in the resclution as to the proportions of
male and female mortality rates nor was the method of blending specified. The
TSAG, wishing to make the NAIC Exscutive Committee's resolution more definite,
asked for suggestions from the Society of Actuaries Committee to Develop = New
Mortality Basis for Individuel Annmuity Valuetion {subsequently repamed amé
given u pew expanded charge). In e telephone comversation with Robert J.
Callghan, FSA, of the New York Insurance Department, on October 6th and in a
subsefuent report to the TSAG on October 13th, Robert Johansen, the Chairman of
the Society Committee, suggested (i) the use of three blended tables, 25%, 50%
and T5% male, (ii) use of the TIAA method of blending male and female lxs,

and ($1i) the use of sge 45 or 50 es the pivotal age at which the proportion of
males and females would be fixed.

The use of & blended table using lrs where the percentage distribution of
males and females is set at a particular age provides mortelity rstes which
tend to follow the natural course of survival of males and females in a group
ingured at the pivotal age. A copy ¢f the January 4, 198C TIAA memorandum,
filed with scme thirty state insurance departments, descriding the blending
method is Iincluded sa appendix B.

* Committee Members:

Gayle B. Enmert Robert S. Rubinatein
Thomas E. Huber John H. Weleh
HEerry I. Kleristenfeld Richard K. Wong

Johtt B, Kleiman Hobert J. Johansen, Chairnagn
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Because of differences in the relative mortality rates of males and females,
there would be a higher proporiicn ¢f males at the younger ages and & lower
proportion at the older agee. This, incidentally is the reason why a simple
combining of mortality rates is not appropriate: doing so would overstate the
proportion of males at the high ages and result in higher mortality rates than
a combined group is likely to experience. At age 70, for example, an average
of the male and femsale mortsality Tates gives 31.00 vs 30.16 by blending lxs.

The Chairman felt that the effect of a cholce of pivotal age would be
negligible at the younger ages because the mortality rates are very low at
these ages. The choice of 2 pivotel age would have a scmewhat greater effect
gt the higher eges by chenging the proportion of males at these ages, but by
using age 45 or S0 there would not be as great an effect at ages &5 through 70
s there would be from using, ssy, age 50.

The table below shows, for several companies’ recent pensjon life insurance
issues, distributions by age based on amounts of insursnce.

Table 1

Diastribution of Norris - Affected Life Insurance Issued by Several Companies.

Company A B ¢ b E E P ¥
‘82 'BI* '82 sk
Jasue Age
Group Males
Under 20 0% o) 4 o% 1 15 15 0 0
20 - 29 11 & 20 30 49 48 12 9
30 - 35 36 59 32 35 22 23 31 28
40 - 49 32 n 24 20 9 9 L 16
5¢ - 59 18 4 19 4 4 22 22
60 -~ 69 3 0 5 14 1 1 4 5
70 & over e o] - - 0 0
Females
Under 20 1% of 0 1 19 20 0 0
20 - 29 28 1" 35 33 42 42 26 25
30 - 39 33 63 k3! 36 22 22 6 i)
40 = 49 21 24 21 19 11 1 24 23
S0 - 59 14 2 i1 5 5 12 14
60 - 69 3 e 2 11 1 o} 2 3
T0 & over 0 0 - - - 0
Total
Under 20 1% 0 0 16 17 #] (s}
20 - 29 14 1) 24 46 45 15 12
3¢ - 39 35 60 )| 23 23 3R 30
40 - 49 30 29 24 10 10 20 33
%0 - 59 17 3 17 4 4 20 21
60 - 69 z (v} 4 1 1 3 4
70 & over 0 Q - - 0 0
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Pollowing the October 13th meeting of the TSAG at which they recommended
adopting the 25%, 50% and 75% blend tebles, further mmalysis was made of the
effects on mortality rates of e choice of pivotal age amd percent of msale lx

to total lx at the pivotal age. The tables in Appendix C, Comparison of

Change in Pivotal Age or Percent Male LX to Totel, show that, for any choice of
pivotal age, the effects are, in fact, amall at the young eges. The choice of
pivotal age is, however, significant at the very high ages. The taeble below
sizmarizes the results of the tests for the SO male rstio. The effect is
somevhat less for 25% male and somewhat greater for 75% mals.

Effect of Choice of Pivatal Age

Ratio of Mele 1x to Total 1x is 50% at Pivotal Age

Pivotal Age 40 45 50 55 60 65
Blended 1980 CSO Velues of 1000 q x at the Tsble Age
Table Age
20 1.48 1.48 1.48 1.48 1.48 1450
30 1.54 1.54 1.54 1.54 1.95 1.55
40 2.72 2.72 2.72 2.72 2.72 2.7
50 5.83 5.83 5.84 5.84 5.85 5.87
60 12.70 12.7 12.73 12.74 12,78 12.84
70 30.15 30.16 30.19 30.24 30.34 30.52
80 79.03 79.07 79.11 79.20 79.39 79.72
Ratios (percent) of Male 1x to Total lx st the Table Age
20 50.27 50.36 50.53 50.82 51.39 52.43
30 0.1 50.20 50.37 50.65 51.23 52.27
40 50.00 5C.09 50.25 50.54 51.11% 52.16
50 49.75 49.84 50,00 50.29 50.86 51.91
60 45.8% 48,98 49,14 49,43 50.00 51.05
70 46.16 46.25 46.41 46.70 47.27 48,71
80 39.73 39,82 39.97 40.25 40,80 41.82

Summing up, the choice of age 45 ms the pivotal sge as compared with other
pivetal ages dces not result in eny sizeable change in the velues of the
mortality rates at the important ages where penaion life insurence policies

are likely to be in force end it is more representative of the average issue
age of current business affected by the Norris decision than & higher pivetal
age would be. Use ¢f a younger pivotel age would not heve a measuyreasble effect
on mortality rates at the young ages dut might result in an understatement of
the surviving male lives at the higher sges becsause of the lounger period over
which the disparate male and female mortality rates cperate.

Assuming that age 45 is a sastisfsctory choice for the pivotal age, the next
tesk is to examine the choice of percentages of the male lx to the total lx et
the pivotal age. Inmitially, the Chairmer had suggested three blended tables,
25%, 50% and 75% males. Subsequently, one of the Committee members pointed out
that his company would liksly be issuing policies to pension plans with as

much as 90 percent males. Looking to provide feor such group, a second set of
ratice: 20%, 40%, 60% and 80% was snalyzed as a pomsibility. However, it seems
desirable to include 5CF% males as well. This would mean five blended tables,
in eddition to the existing sli-male and all-female, or 2 total of seven
tadles. Perhaps an acceptable solution would be to permit continued use of the
all-male and a)ll- female tables where warranted in addition to the 25%, 50% and
75% blended %ables. The tables below show for pivotal age 45 the results of
changing the proportiors of males at the pivotal age.
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Percent Male/Total* 0f 20% 25% 40% 50% 60% 7159  80% 100%
Blended 1980 CS0 Values of 100C Qx at the Table Age
Table age
20 1.05 1.22 1,27 1.39 1.4B 1.5 1,70 1.74 1.90
30 1.35  1.42 1.44 1.50 1.5%4 1.58 1.84 t1.65 .73
40 2.42 2.%4 2.5 2.66 2.72 2.78 2.87 2.9 3.02
50 4.96 5.3 5.39 5.66 5.8%5 6.01 6.27 6.36 6&.M
60 9.47 10.75 11.08 12.05 12.71 13.37 14.38 14.72 16.08
70 22.11 25,19 25.99 28.45 30.16 31.92 34,65 35.59 39.51
80 65.99 70.65 T1.92 T6.04 79.07 82.34 87.83 B9.8F 98.84
Ratios (percent) of Male lx to Total 1x =t the Table Age
20 0 20.23 25.27 40.35 50,36 60.35 75.27 80.23 100
30 v} 20,13 25.15 40.20 50.20 60.20 75.15 80.13 100
40 0 20,06 25.07 40.09 50.09 60.09 75.07 80.06 100
S0 0 19.90 24,88 739.85 49.84 ©9.85 7T4.88 79.%0 10
60 (v} 18.35 24.24 39.02 48.98 59.01 74.23 79.34 100
70 0 17.70 22.29 36.45 46.25 56.34 72.08 T7TT7.49 100
80 o] 14.19 18.07 30.61 39.82 49.Bt 66,50 72.58 100

* At pivotal ege 4

5.

Since the blended mortality tables are primarily intended for use in
determining cash values, amounts of nonforfeiture paid-up insurence and periods
of extended term insurance, the effect of changes in the percent male was

investigated.

Sets of these velues for a whole life policy at 4 percent and 6

percent interest were preduced by Richard K. Wong, FS5A, a member of the

Committee.
shown below.

A comparison for issue age 45, assuming 4 percent interest, is
Values at 6 percent interest are shown in parentheses.

Percent Male/Total *
0 25 50 75 100
Cash Velues per 31000 Face Amount
Duration
g 41 (2 44 gsog 47 (33) 51 (36) 54 (39)
10 122 (91) 129 (98 137 {105} 145 (114) 154 (122)
15 213 5166% 223 {1773 234 2189; 246 5201% 259 5215)
20 315 (257 326 (270 379 (284 354 (299 370 (31T)
Amount of RBeduced Faid-Up Insurance per $1000 Face Amount
5 120 (122) 123 (127) 127 {132) 131 (137) 135 (142)
10 305 {331) 310 (337) 316 (344) 12% (351) 330 (359)
15 460 (497) 465 (502) 47t (509) 478 (516) 487 (524)
20 592 (632) 595 (634) 599 (638) 605 (644) 613 (651)
Period of Extunded Term Inaurance: Years/Days
s 6/51(4/106) 5/360(4/120) 5/321 (4/137) 5/297(4/160) 5/282(4/182)
10 12/125(10/143) 11/181{9/288)  10/316(9/130)  10/141(9/10) 10/8(8/298)
15 14/176(13/46) 13/150(12/54)  12/193(11/140) 11/300(10/293) 11/97(10/131)
20 14/93(13/152) t3/113(12/178) 12/167(11/250)  11/260(11/2) 11/30(10/166)

* At pivotal age 50
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Differences are smallier at issue age 35. A comparison at issue age 65 shows
snaller differences in cash values, both plus and minus, in going from O% males
to 75% males. The tszble below shows this effect.

Fercent Male/Total o 25 50 75 100
End of Policy Year Cash Values per $1000 Face Amount
5 108 110 13 117 124
10 285 284 286 291 301
15 451 447 446 448 456
20 €01 594 589 587 591

Amount 6f Heduced Puid-Up Insurance per $1000 Face Amcunt

5 178 177 177 180 186
10 A6 409 405 404 408
15 596 585 577 572 573
20 729 (AR 709 701 698

Period of BExtended Term Insursnce: Years/Days

5 3/251 3/87 2/327 2/235 2/172
10 5/246 5/53 4/244 4/91 3/334
15 /287 5/146 4/363 4/224 4/86
20 5/48 4/319 4/222 4/108 3/345

In weighing the use of five tebles (100%, 75%, 50%, 25%, OF male) es opposed <o
the use of seven tables (100%, 802, 60%, 50%, 40% 207 and OF male), it should
be Kept in mind that the choice of an interest rate in celculetiog cash values
and nonforfeiture benefits hss as much or more effect on the values se the
choice of & particular blend of male and female lives., The blended tables can
gt mozt rrovide soue degree of eguity to & group of insured lives as a group.
The guesticn of complete equity is not now at isaue since the Norris decision
gné the Committee, in providing bdlended CSC and CET tables, is working with e
feit sccompli in this regard.

The extended term insurance periods were calculated oo the basis of s blended
CET Tgble obtained for purposes of this report by applying the CET leading
formule to the blended CSO table for esch pivotal age and percent male lx to
total. The CET tasbles should not be derived by blending the nale and female
CET tsble lxs.

In celculating the blended CSO tables, the folloving method was used. Velues
of 1x were taken from the tables in the report of Gedfrey Perrott's Committiee
on Specifications for Monetary Values -~ 1980 CSO Teblea. The values of 1lx in
these tebles were based on a radix of 200 et age 99. The appended tables
follow this rule.
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At the pivotal age in esch case two ratios \rerﬁ formed; the ratio to be applied
to all the male lxs is MR = (1™ + 1x') x Z/1x" where Z is the chosen

ratio of male }x to total lx;_, the other, to be applied to the female lxs, i=s
72 m (1% - 227) 1 (1 - 2)/ut. MR amd ¥R appear in the tables in

Appendix C. Totals of the adjusted mele and female lis were formed at esch age
and used to calculate mortality rates. These mortality rates vere then used to
caleculate nevw blended lxs starting from & radix of 200 at age 99. The CET lxs

were alsc calculated from a radix of 200 at age 99.

Pables of vaiues of 1x and 1000 gx for every sge and for 25%, S0% and 75% male
1x to total lx st pivotzl ages 45 mmd SO eand for 20%, 40%, 505, 60% md 80%
male 1x to total lx at pivetal age 45 appear in Appendir D ané Appendix

E, reapectively. The October 13th recommendation from the TSAG called for the
1007 ¥ale €SO and CET tables to be desigrated 1980 CSO-4 and 1980 CET-A. The
75% male would be B; the 50%, D; the 25%, D mnd the 100% female, E.
Presumably, if there were sever tables, using the 20%, 40%, 50%, 60% and B0%
blends, the tables would be identified by the letters A through G.

It ia our upderstanding that the calculation of valuation reserves on the
separate male and female 1980 CS0 mortality tables will continue to de
required. This would bdoth sssure that adequate reserves will be maintained in
fyture yeers and provide some indicetion of the proportions of policies issued
on male and female lives.

CRYY reserves snd net level reserves vere also provided by Richard Wong for the
25%, 50% ard 75% blended CSC Tables ms well as the 100% male and 100% female
tables. Comparing cash values with the reserves calculated on each hlended
table indicates that the cash values are lower tham the reserves in each case,
but cash values on & blended male/female *table will exceed CRVM reserves on the
all femele mortality teble. In applying valuation tests to sssure thet
reserves cover cash values, this fact must be kept in mind. It is suggested
that such tests be made in the aggregate. At the seme time, it must be
reglized that if the percentage of insured females is actuslly higher than
would be, in effect, assumed by the use of blended tables, the valuation
raserves may not cover cash velues, Appendix F compares statutory cash values
vi<h CRVM reserves and net level reserves for fssue age 45, interest at 4% and
mortality rates for 100% male, 75% rmale, 50% male, 25% male and 100% female.

™he short time afforded the Committee for consideration of blended 1980 {30 and
1980 CET mortality tables has not permitted any study of extensiocn of the
method to the proposed Smokera/Non-Smokers mortality tables. If desired, the
metheds described in this report could be extended to the Smokers/Nop-Smcixers
tables.
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By its pature, this is & report of the Society of Actuaries Committee on
Veluatior and Noaforfeiture Mortality Problems - Individual Life Ingyurance and
Annuities®. The ideas and tables presented in the repor:t have generaliy been
egreed to by members of the Committee, including the use af age 45 as the
pivotel age =t which the percentages of the male lx to the total 1lx would be
spplied, However, the short time for completion of this task, betwsen the
mneeting of the TSAC on October 13th and the meiling of this report to the TSAG
prior to their December Jrd meeting did not leave sufficient .time for the
Committees members to review this report end submit their comments prior to the
subrission to the TSAG.

Consegquently, the Chairman acknowledges his sole responsibility for the
stetements in the report. Keither the Executive Commitiee and nor the Board of
Governors of the Society has seen this report prior to its transmission to the
TSAG. )

* TFormerly the Committee to Develop a New Mortality Besis for Individual

Annuity Veluation. s /?
Tt ortern
714

Robert U¢'/Fohensen, FSA

Chajirman

Society of Actuarjes Committee on
Yaluation and Nonforfeiture Mortality
Problems ~ Individual Life

Insurance and Annpities
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ATTACHMENT TWQO-A2

| N I NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS

ROGEAE DAY ILL GUNTER €.v. (fonsy} ounoLy
Peavedtnl Wice Paanidomt Mosnyding $omisrary
“ran mat. 008, Chabmon it cha Enomiive Commiiag Copliod Baliding
SaliLaks Chty, Loh 84100 Basta £ aphal Plasa Lovel § Welera, Maataas 50881
041 820 481 VoUahamas, Flarkia 31204 408 L0890
004 428 3440

MEMORAND UM

10: AV} NAIC Members 9
FROM; Roger C. Day, President }(6

DATE; October 2}, 198)

RE: Morris Declslon - NAJC Adoptlom of Blended 1900 €50 and CEY
Worta¥iLy Tables

In my letter of August 29, 1963, | polnted out that In order to
comply with Lhe Norrls decislon, certaln plans of Insurance would have to
coatain nonforfeTlure values which do mot vary by sex. This preseats a
p:nh:e- with respect to the 1930 €50 Tables, which are presently sex
distinct,

On September 21, 1983 at Tampa, Florida, the Executive Commitiee of
the NAIC adopted the recommendat ton of the {A) Commitiee for an Interim
procedure suthorizing the use of Lables Lhat are a “blend” of the 1980
C50 and CET sex distinct Lables for plans impacled by the Norris
dectston. The blended Tables would make §t possfble for VTTé Tasurers to
obtaln sets of minlmum nonforfeliure values Lhat do not difier by sex.

Enclosed 15 a copy of the proposal as adopled entitied, HALC
Proposed Procedure For Permitiing Seme Hinimum Konforfelture Standerds
Tor Hen and Women Insureds l.hde—rq‘mti and 1980 CEV Rortalliy Tables.
The preamble éxplTalas the need Tor Inls actlon and the Talteal of the
proposed procedure,

Section 5-c.(8)(f) of the Standard Monforfellure Law for Life
{nsurance permits the substitution for the 1380 £50 and CET Tables of any
ordinary morLlality tables that are adopted after Y900 by the HAIC and
spproved by regulation promelgeted by the Coomlssloner, How that Lhe
MAIC his adopted these "blended™ tables, state Ynsurance commlssioners
way promilgate them under thal authority. Tne WAIC wil) promulgate &
mode) regulation to supplement thiy Interim mode) language after the
Technical Advisory Task Force submits its recommendations st the- December
meeting 1a San Olego,

Bacauss of Lhe need for Immedlate action Lo accomwnodale unisex
policy requirements, | urge you to serfously consider using the Vanguige
in the enclosed model on an Interim basis.

RCD: Ja
Enclosure
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RALC PROPOSLD PROCEDURE FOR PERMITTLIRG SAHE HINIHUH
HOHFORFEITURE STANDARDS FOR MEN AND WOMER
INSURLDS UNDER 1980 CS0 AND 1960 CET MORTALITY TaBLES

Preamble

The U.5. Suprese Court in ftf dacision ln Acizona Covernine Cormittee
v. Norris wakes it f1legal for an smployer to wake contribucions aftar
August 1, 198) to & delined contribution pension plan 1f the benafics
decived from thoss contribuctons differ by sex. Although there is some
uncectadney as to the breadch of the Suprema Court's dectsion, ic would
stea to require that afcev August 1, 198), ewmployer pension plans may
need to be funded by Life insurance products that have idencical non-
forfelfure values for men and women, Since tha 1960 C50 and 1980 CET
Moccalicy Tables contain mortalicy rates that vary by boch age and sex,
ic i3 veey ddfficult L not impossible for companles to deteraine asctual
ponfocfeitura values thac are identical for men and women and alio sacisfy
s sex-ditferencisced ainimua standard. For this reason, this regulation
petroits the same sinisua nonforfeiturs standards-for sen snd vomen insutaeds
under the 1980 CSO and 1980 CET Mortalicy Tables.

A fevw background cosmants may be helpful in-undecscandling che
intent of this cegulation.

(1} Mo atrempt was made to define vhich policles and situaclons
ste covered by the Horris decistion snd which are not. The
breadeh of the Morris decislon {3 unclear and way ulcicately
have to be resolved by further court decisons or Federal
legislacion.

{2) losurers ore given flexibility to vsa sither

{a} the axisting tables vith mortrality races thac vary
by age and sax, oc

(b) tablas of mortalicy tatas vhich ars & blend of the
sale and female mortalicy rates.

(1) #Ho change 1s made in ainimum valustion standards, since
thess do not kavolve any coniractual relatfonshig between
the insurer and Lts policyholder cliencs and the Suprema
Court d1d not addcess scate senturoty valuation standards.

{4) Section 5 1a included to wake Lt clear that an tnsurer
who {ssues the same kind of policy on & sex-distinct
basis In sowe circuastances aad.on & sex-neutral basis
1o others shall not be daemed to . be Lo violation of
the state unfair discrimination lawe.

(5) A cutoff date of January 1, 1989 is provided iw anticl-
pation of & mare permanent tasolbtion of this issue by
that time.

(6) The affective data {v August 1, 1983, the dsta the
judgment in tha Horris degision becama effective.

Table of Contents

Saculon 1 Authoricy

Section 2 Purposs

Section 1} Deftinitions

Section & Ruls

Saction 3 Unfair DifCriminacion
Saction & Sapacsbilicy

Saction 7 Effaceive Date
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Section 1. Authority

This Rule is promulgated by the Comnissionar of Insurance pursvant
to Section (insevt applicable raference to tha Standard Monfocfeiture
Lav for Life Insuranca) of the {inmserc state) Insuranca Lavs.

Seceion 2. Purpose

The purpose of this Rule 18 to peralt Ladividusl 1life Insurasnce
policias to provide the sanme cash surrandar values and pald-up noalor-
feicure benefits to both men and vomen, No changa in minimum valuacion
standards 13 fmplied by this ruls,

Seccion 3, Definltions

A.  As used In this Aule, "1980 £SO Table, with or vithout Tin-
Year Select Mortslity Factors™ means that morrality table, coastscing
of yeparate races of mottalicy for male and 'femsle Lives, developed by
the Society of Actuories Commictee to Kecormend New Mortalliy Tables (for
Valuation of Standard Individual Ordinary Life Insurance, incosporatad
la the 1980 YAlS Apendrenty tp the Mode)l Srandard Valustiow Law pnd
frand rd Nonforfelrurs Lav for Lifa Insursnce, and refercged to in chose
wodels a5 the Cocmissioneacs 1980 Scandard: Ordinary Hortalicy Table, with
or withour Ten-Year Selecc Horcalicy Factocs.

B. As usad 1a this Rule, “1980 CS50 Tsble (M), wicth or vithout
Ten-Year Selecc Movtslicy Fsctors™ mecans that mortality cable consiscing
of the rares of woctality for sale lives Eroa the 1980 CSO Table, with
or without Ten-Yeazr Salect Hortalicy Factors:

C. As used im this Rule, "1980 CS0 Table (F), wich or withour
Tan-Year Select Hortalicy Faccors™ mesns that morcalicy cable consisting
of the rates of mortality for female lives from the 1980 CSO Table, with
or uithout Tea-Year Selacc Mortalicy Factors.

B.  As usad in chis Ruls, "1980 CET Tabls" means that morcalicy
table consisting of separate tatas of morcality for wale and feasle lives,
developed by the Soclety of Accuaries Coomittes to Recocmend Neu Hoctal-
fcy Tables for Valusclon of Standard Individual Ordinary Life Insurance,
fncorporated in che 1980 HAIC Amendments to the Hodel Standard Valua-
tion Lav and Standard Wonforfeitura Law for Life Insurance, and cefacced
ta in those wodels a5 the Commissionars 1980 Excanded Term Insurance
Table.

E.  As used {n this Rule, 1980 CEY Tabld (H)" means thac .
mortalicy table consisting of the rates of morctalliy for male lives from
the 1980 CET Table.

F. As used in this Rule, “1980 CET Tsbla (F)" masns that

sortalicy cable consisting of Che cates of mortalicy for fensle lives
trom the 1980 CET Table,

Seckion &, Rule

Foc. any policy of insurance on t(he Life of either a male or [emale
insured delivecred or issued for dalivary (n this atate before January 1,
1949 and sfcer the aparacive date of Sacelon {insart spplicabla refarence
corresponding to paragraph 5-c(1l) of the FAIC Model Standard Nonfortel-~
ture Lav for Lifs lnsurance} for that policy (ocm,

{f)  a sorcality table which s & bland of che 1960
€SO Table (M) and che 1980 C50 Table (F) with or
without Tea-Year Selsct Mortality Factors may ac
the option of the company bs substituced for the
1980 C50 Table, with or without Ten-Vear Select
Mactalicy Factors, and
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{11) s mortalicy . cable wvhich f{s of cha same blend
as used In (1) buc spplisd to form & blend of
the 1980 CET Table {H) and tha 1980 CET Table
(F) may st the option of the cospany be substicuced
for the 1980 CET Tabla
for use in decermining ainiaum cash surreader values and smounts of patd-up
wonforfeiture beneffits.

Section 3. Unfalr Discriminacion

Tt shall not be & violation of (fnsert applicabla veference to
unfalr ccade practices statute) for anm fnsurar to issue cha same kind
of policy of life lnsurance on both & sex distinct and sex neutral basis.

Section &. Sesacabilfcy

It any provision of this Rule or the application thereol to any
person orf circunstance Ls for any reason held to be invalid, the ze-
mainder of the cegulation and the application of such provision to
other persons or circumscances shall not be sffected thersby.

Sectton ). Effeccive Dare

The sffectiva date of this Ruls 19 Augusr 1, 193 to coaply with
the Morcis Decision.

Teat of Aaendment Recosmended by TSAE

Soction 4 of the Model Regulation adopted by the BAIC Executive Conwittee
st Tanps, Florlda ba ooended to add a paragraph stating: :

“The following blends will be congidered as che basls for acceptable
tablest

A. 100 Male QL Fanale For tables ro be designated as the 1980
CS0-A" and "1980 CET-A" tables.

B.  75% Male 25% Female [or tables to be desigrated as the VL1980
CSD-B" and 1980 CET-8" taLles.

C. 301 Male 50L Fumale for tables to ba designated as the “1980
CS0-C' anxd 1980 CET-C" tables.

0, 25% Hale 751 Fanale for tebles to deslgnated as tha “1980 ,
CSO-D" and "1980 CET-U" tables.

E. 0% Hale 1002 Fomale for tables to be designated as the "1980
CSO-E™ and 1980 CET-E" tables.

Blends A and E are nut to be used a3 blended tables for policies
issucd on ac ulter Januacy |, 1986. The sane blend must ba used
for thw 1980 CSO Table and 1980 CET Table [or a specific plan”.
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APPENDIX B

Memorandum

To: File
From: Warren Carter and Eugene Strum, Actuarial Divisicen
Date: January 4, 1980

Re: Construction of the TIAA-CREF Merged-Gender Mortality Table

The Use of Mortalitv Tables in Determining Annuitv Benefits

Mortality tables developed by actuaries for determining
lifetime annuity benefits are constructed from continuing studies
of the ages at death among large numbers of annuitants of each sex
~~ how many who are alive at the beginning of each year of age die
in that year and how many survive to the next age. The larger the
number of lives studied, of course, the more statistically valid
the results will be, The sharing cof information among insurance
conpanies and large trusteed pension plans provides access to the
mortality experience of very large groups of annuitants.

With the raw data at hand, the mortality rates for men
and women at each age are calculated by dividing the number dying
at each age by the number alive at the beginning of that year of
age. These mortality rates are then "smocothed” to iron out sport
fluctuations, and a margin for future improvements in longevity
is normally introduced at this stage.

A mortality table is then constructed by applying this
sraduated set of mortality rates for each sex to a number of lives
2t each age. The first step in this application is to pick a
large number =-- any large number will do -~ and assign it to a
selected age; e.g., 100,000 lives at age 20. This 100,000 becomes
the nucleusg (or radix) of the table, from which the numbers living
at all other ages will be derived by applying the previously calcu-
lated mortality rates.

The present value {cost) of a life annuity of 51 a year
starting at any given ace can then be calculated from the rates
of survival to each subseguent age and an assumed rate of interest,

In 1976 TIAA-CREF determined, after careful study of its
own annuitant experience, that the widely accepted 1971 IAM (Indi-
vidual Annuity Mortality) Table, with appropriate age setbacks,
most closely fits its own experience, and subseguently adopted
that table.

The Change to a Merged-Gender Mortality Table

In constructing a mortality table for determining benefit
amounts by age but not by sex, we developed a Merged-Gender Modifi-
cation of the 1971 IAM Table.
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We first determined the “amount at risk™ on men and on
women Starting annuity incomes. This was done by analyzing TIaA-
CREF's population at retirement by accumulation amount, age, sex,
and income option elected. From this analysis, which included
First as well as Second Annuitantes (spouses of annuity owners who
elact survivor options), we concluded that a 50/50 male/female
population clustered arcund age &5 was the most reasonable repre-
sentation of TIAA-CREF's experience. Therefore we selected age
65 as the pivotal age for a 50/50 male/female distribution. We
used 100,000 male lives and 100,000 female lives at age 65 as the
nuclei for the new table, from which the numbers living at all
othar ages would be calculated, and from which the mexgec-gender

grouping at each age (e.g., 200,000 at age 65) would be derived,
as follows:

1. Working in both directions from the 100,000
male and female nuclei at age 65, we calcu-
lated the number living and number dying at
each age above and below 65 for males and
females separately, using sex-distinct 1971
IAM Table mortality rates for each age.

2. Then at each age we added the number of men
living to the number of women living and
added the number of men dying to the number
of women dying.

3. Finally, by dividing the tctal number of
persons dying at each age by the total number
of perscns living at the beginning of each
year of age we determined the mortality rate
on a merged-gender, or "unisex" basis for
each and every age.

The result is a mortality table showing the merged number
of persons living at each age, the merged number of persons dving
at each age, and the merged-gender mortality rate for each age.

Now to determine the merged-gender present value or cost
of a life annuity of $1 a year starting at any age, we will apply
to the merged-gender mortality table the same actuarial methodclogy
that is used in calculating annuity costs from sex-distinct tables.

The formula for calculating the merged-gender number
assumed to be living at each age above and below 65 is shown on
the attached page.
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le 1
ReSp, (rg’;—;)*‘ Rssf(ﬁf—)

5f

= number Living at age z on Marged Gender Table

number living at age z on 18?1-JAM Table - males

number living at age z on 1971-IAM Table - females setback
1.5 years

Radiz (nucleus) for MGM Table at age 65 - males = 100,000

Radiz (nucleus) for MGM Table at age 65 -~ Ffemales = 100,000

+

81,351.9

100,000 (78,936.0
§1,384.1

100,000 (%2;225;2)

+

98,2588.5 8¢8,147.1 = 197,406.6

"
+

100,000 (73.359.0)

100,000 (87,038.9
§1,351.9

81,384.12

80,174.8 + 85,245.1 = 185,420.0

100,000 {872.388.2\ + 100,000 (94.601.4
81,351.8 97,384.1

107,383.1 + 102,5820.6 = 210,903.7
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APFENDIX [

1980 CS0

COMPARISON DF CHANGE IN PIVOTAL AGE OR PERCENT MALE LX TD TOTAL

PIVOTAL AGE 15 40

.33I9171908
LB526803

10000

3.2t
.79
b9
.97
1.26
1.31
1.44
1.77
2.57
3.80
5.3%
7.92
11.07
17.13
25.98
43,53
71.90
121,74
194.72
318. 8¢

PIVOTAL AGE 15 45

= 25 %;MR= 3394928351

RGE

n/TL

25.40
25.36
25,38
25.34
25.27
25.20
25.1%

$.12
25.07
25,00
24,88
24,86
24,24
23.48
22,29
20,47
18,07
15.38
12.81
11.14

FR= 2.B4513942

10000

L
.79
70
.98

1.27

1,32

1.44

RATID MALE LX TO TOTAL LX= 2

I= 50 LiMR= 478343803
FR= 1.9017B&B4

AGE

MiTL

50.44
50,39
50.38
50.36&
50.27
50.18
50.11
50,04
50,00
49.91
29,75
49,44
49, 8%
47.84
45,14
43.48
3%.73
35.20
30,352

27.26

RATID MALE LX TO TOTAL LX= 1

1000QX

3.54
.82
.71

1.10

1.48

1.47

1.54

1.88

2.72

4.06

5.83

B.77

12.70
19.77
30.15
49.52
79.03
129.08
200.22
320,77

1= 50 I;MR= , 4678955702
FR= 1,894673941

ASE

M/TY

50.53
S0.4B
50,47
50,45
50.38
50.27
50.20
50.15
50.09
50.00
47.84
49.55
4B.98
47,93
46.25
43.57
39.82
35.29
30.59
27.32

1000QX

1= 75 %;MR= 1.0175157

AGE

50

:14]

ABE

FK=

FR=

.95089343

M/T% 10000
75.32 I.Bb
75.29 LB
75.29 T
75.27 1.2%
73.21 1.69
75.13 .62
75.09 1,63
75.05 1,99
75.00 2.87
74,93 4.3¢
74,81 6.27
74,59 9. 61
74,14 14,27
73.35 22,54
12.01 34,04
69.77 54,34
bb. A2 g7.80
61.97 138.92
56,85 20B.32

2.93 I23.93

1= 75 %;MR= |,01B47B55
. 948379807

LFRN] 10000X
75.40 3.B4
75.38 .Bé
75.35 .7
75.34 .21
715.27 1.70
75.20 1.62
75,15 1.6%
75.12 1.9%
75.07 2.87
75.00 4,30
74.88 . B.27
74.66 g.62
74,23 14.38
73.42 22.54
72.08 34,65
49,85 54.36
48,50 87.8B3
62.0b 138, %¢
56.%4 208.39%
53.01 323,98
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PIVOTAL AGE IS 50

1= 25 Y;MR= 340065714

AGE

FR= 2.83172084
M/TL 10000X
25.53 3.2
25.49 .79
25.48 49
25,46 .98
25,40 1.26
253.32 1.31
25.27 1.44
25.24 1.77
25.1% 2.57
5.12 3.81
25.00 5. 40
24.78 7.93
24,36 11,09
23.80 17.15
22.40 26.01
20.58 43.57
18.14 71.%5
15. 4% 121.80
12.88 194,78
11.21 318,64

= 25 %;MR= .341120488

ABE

M/TL

25,75
5.1
25.70
25,568
25,82
25.54
25.49
25.45
25,41
25.34
25.22
25.00
24,57
22.91
22.80
20.77
18.34
15,862
13.01
11,32

FR= 2.8077150%

100001

3.22
.19
.69
.98

1.2

1.32

1.44

1.77

2.5%

3.8

5.41

7.94

11.10
17.17
26.05
43.43
72.00
121.85
194,79
31B.74

1980 CSO

RATIO MALE LX TO TOVAL Li=

1= 50 ¥3MR= .6B0O139427
FR= 1.BB781318%

FI1vOYAL ABE 1S 55

1000QX

1

IN PIVOTAL AGE OR PERCENT RALE LX TD TQTAL
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1= 70 X3MR= 1,02020914

AGE

RATID WALE LX TO TOTAL LX= 1

2240976

Fk= 1.87181003

ABE Jat]
0 50.70
5 50. 64

10 50,63

15 50,61

20 50,53

25 50.43

30 50.37

35 50.31

40 50,25

45 50.16

50 50.00

55 45,71

60 49,14

65 48,09

70 35.41

75 43.73

80 39.97

BS 35.43

90 10,73

95 27.4%

1= S0 %jMR=

AGE MITY
0 50.99
5 50,93

10 50.92

15 50,90

20 50.82

25 50.72

30 50. 6%

15 50.60

10 50.54

45 50,45

50 50,29

55 50,00

b0 59,47

55 48,38

70 46,70

75 44,02

Bo 40,75

B85 35.70

%0 30,98

95 27.49

10000X

3.55
.83
.70

1.09

1.48

1.%7

1.54

1.89

2.72

4,06

5.84

B.7¢9

12.74
19.82
30.24
49.65
79.20
129,25
200.34
320.74

Fi=

L943906947

n/TL 10000
75.52 3.B6
75.48 .86
75.47 12
75.4% 1.21
.39, 1.9
73.32 t.b62
75.27 1. 62
75.24 .00
75.1% 2.87
75.12 4.30
3.00 b. 28
74.78 9.62
74.3 14,39
3.54 22.56
72.21 34,68
49.%8 56,19
b6, b4 87.87
62.21 119,03
57.10 208.48
53.17 3127.84
sHRE= 1.03334147

= 935905054

HiTY 10000
15.73 3.87
15.6% .87
75.6% .72
75,67 1.22
75.61 1.7¢
75.53 1.862
75.49 1.463
T5.45 2.00
75.40 2.87
75,34 4,30
75.22 b.27
75.00 .62
74,57 14.4]
7:.77 22.58
72,44 34,72
70.23 56.4%5
b4, 50 87,97
62,48 139,13
57.38 208.55
53.46 324,14
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1980 CS0

COMPARISON OF CHANBE IN PIVOTAL AGE OR FERCENT MALE LX TO FYOTAL

Z;MR=
R= 2.

¥
R/TY

26.19
26,15
26.14
26.12
26,05
25.98
25,93
25.89
25.84
25,77

LiMR=
R= 2,

M/T%

27.00
28.%6
26,95
2.7
26.87
26,79
26.74
26.70
26.63
26.58
26,48
26.23
25.7%
23.00
23.76
21.85
19.33
16,49
13.76
11.98

PIVOTAL AGE 15 &0

. 343230348
TEL147469

100002

3.23
.86
.69
.78

1.27

1.32

1.44

1.78

2.57

3.81

5.40

7.95

11.13
17.22
26,11
43,72
72.11
121.98
194,87
318.74

PIVOTAL AGE 15 &5

2472146208
87869074

1000QX

3.24
.BO
.70
.98

1.28

1.33

1,45

1.77

2.5B

122.18
195,01
318.83

RATIO MALE LX TO TOTAL LX= 2

= 50 I;MR= .6B6460697
FR= 1,B4076313

AGE n/TY
0 §51.56
& 5$1.51
10 51.49
15 51.47

20 51.39

25 51.29

30 51.23

35 51.18

40 5.1

4% S1.02

50 50.8s

55 50.57

&0 30.00

&5 48.95

70 47.27

75 44,58

80 40.80

85 346,22

90 31.47

93 28.15

RATIO BALE LX TO TOTAL LX= I

10000

3.55
.83
s

t.10

1.48

1.48

1,5%

I= 50 Y ;MR= (5694422414
FR= 1.7857%183

ABE M/T%
1] 32.60
5 52,53

16 52.54

13 52.52

20 52.43
5 52.33

30 52,27

35 52.22

40 52.16

45 52.07

50 51.%1

55 31,62

60 51.0%

b5 50.00

70 18. 31

75 45,462

80 41.82

83 37.10

90 I2.38

95 2%.00

10000k

3.57
.83
1

1.10

1.50

1.4B

1.55

1.90

2.73

1.08

5.87

B.84

12,84
20.01
30.52
50.06
79.72
129.80
200.79
321.03

75.43

47.40
62.02
57.94
54.02

x!
FR= .89

M/TZ

76.90
76.87
74.86
74.84
76.78
76.71
7b.67
76.63
76.58
76.52
76.40
76.1%
75.78
75.00
73.71
71.56
88.32
63.99
58. 96
95.07

L

100001

3.87
.87
W72

1.22

1. 70

1.62

-
o~
-

LSBT S RN |
) A0 O
Gl e D D

o
A

ek Y

n
[
(L]
- o

L

o
o
LX)

139,33
208.72
324.10

L04148862
896912

10000k

J.88
.87

—
E - N R
o
o

< O LV 4+
m o &
oo

- ey

—_
L

3
o
o~

L]
<
0
<
s

324.38
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1980 CSO

COMPARISON OF CHANGE IN PIVOTAL AGE OR PERCENT MALE LY YD TDTAL

PIVOTAL AGE 15 40

2= 20 Y;MR= 271317571

AGE

M/TE

20.2%
20,25
20.25
20.23
20.18
20.141
20,07
20,04
20.00
19.94
19.84
19,46
19.30
18,45
17,63
£6.13
14,15
11.95
9.8%90
B.540

FR= 3.04285B69B

10000x

3.15
7%
.89
]

1.22
1.2%
1.42
1.73
2.54
3.76
5.31
7.74
10.75
15,48
23.18
42.42
7G.63
120.4%
191.83
318,32

FIVOTAL ABE IS 45

I+ 20 %3MR= , 27159428t

AGE

/TR

20.34
20.31
20.30
20.29
20.23
20,17
20.13
20.10
20,06
20.00
19.90
19.7¢
19,2

18.71¢
17.70
16,18
14.1%
12.00
§.92¢
8.59¢

FR= J.03481538

1000RX

3.185
.79
.70
.95

1.22

1.29

1.42

1.74

2,54

3.715

5.31

7.7

10.75
tb.62
25.1%
42.43
70.45
120.52
193.80
318.37

RATIOD MALE LX TO TOYAL LX= 2

435

I= 40 L;MR= 542675042 1= 50 %yMR= . 47BJ43R0T
FR= 2.2B214424 FR= 1.9017B&8B%

ABE LFA N 10000X ABE MY 100001
¢ 0.43 J. 41 ¢ 50,44 I.54
= 40.3B .82 5 80.39 .83

10 10,37 .70 19 50,38 T

15 40,35 1,05 15 50.34 1.10

20 40,26 1.3% 20 50.27 1.48

25 40.17 1.4 25 50.1B 1.47

30 10.11 [.50 30 50,11 1.54

35 40,08 1.B4 35 50.08 1.BB

40 40,00 2,68 a0 50.00 2.72

45 39.91 3.95 45 49,91 4,06

50 39,78 5,66 50 49.75 5.83

55 39.48 B.43 55 49. 44 8.77

&0 JB. 94 12,05 &0 4B.B% 12.7¢
5 37.98 18.70 65 A7.B4 19.77

70 36.37 28.44 70 46.14 30.1%

75 33.90 47.04 75 43.48 49,52

BO 30.53 76.01 Bo 38.73 79.03

1] 26.59 125. %1 25 35.20 129,04

90 22.45 197.80 90 30.%2 200,22

g5 19.98 J19.83 95 27.2¢ 320.77

RATIO MALE LX T@ TOTAL LX=
2= 40 LjMR= .S431885h! I= 50 %;MR= .47BYBS70Z
FR= 2.27811154 FR= 1.894675%41

AGE H/TE 1000@X AGE /7Y 10000X
¢ 40¢.51 3.4 ¢ 50.53 3.54
b a0, 47 .B1 3 50.48 .B3

10 40.145 .70 10 50.47 L7

15 40.43 1.05 1% 50.45 1.10

20 40,35 1.39 2 50.36 1.48

2 0. 24 1.40 23 50.27 1.47

30 40.20 1.%¢ 30 50.20 1.54

3% 40.15 1.83 335 50.45 1.88

40 40,09 2.68 40 50.0% 2.72

45 40.00 3.96 4% 50.00 4,08

50 39.85 3.66 50 49.84 5.83

55 19.57 B.43 55 49,55 B.77

60 39.02 12.0% 50 4B.98 12,71

&5 38.03 1B.7T1 5 47.93 19.78

¢ 16,45 28,45 70 4¢.25 30. 18

75 31.98 47.05 ] 43.57 49.5%

B0 10.561 76.04 ae 3e.82 79.07

83 26,68 125,93 85 35.29 129. 11

0 22.71 197.78 90 30,59 200,23

95 20,05 319.78 93 27.32 320.74
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1980 CSD

CONPARISON OF CHAKGE IN PIVOTAL ABE OR PERCENT MALE LX TD TOTAL

PIVOTAL AGE IS 50

I= 20 XZ;MR= ,272055771

ABE

M/TY

20.45
20.42
20.4}
20.39
20.34
20,28
20.23
20.20
20.16
20.10
20.00
19.82
19,45
18.8!
17.80
16.27
14.27
12.08
g.980
g.640

FR= 3.02030223

10000QX

3.15
.19
.69
.95

1.22

1.29

1.42

1.75

2,53

3.76

5.3t

7.76

10,76
16,63
25.21
42.46
70.67
12¢.55
193.685
318,43

PIVOTAL AGE IS 55

1= 20 %3MR= ,272894391

AEE

MITR

20.54
20, 60
20.560
20,58
20.53
20. 48
20.42
20.39
20.35
20.29
20.19
20,00
19. 64
1B.98
17.97
16,43
14,41
12.19
10.0%
B.730

FR= 2.994B%9405

10000x

3.15
.79
.49
.95

1.22

1.29

1.42

1.75

2.54

1.7%

5.31

7.77

10.77
16,648
25.24
42.50
70.72
120.59
193.87
318.35

RATID MALE LX TO TOYAL LX= 2

I= A0 L;MR= 544171542
FR= 2,24537668

AGE

H/T%

40,67
40.62
40.8
40,59
40,51
40.4)
40,35
40.30
40,24
40,15
40.00
39.72
39 1B
3B.iB
36.60
34,13
30.74
26.78
22.82
20.14

RATID MALE LX TD TOTAL LX= 2

1000QX

3.41
.B1
.70

1.05

1,39

1.4l

1.5¢

1.84

2.568

3.9%

5,68

8.43

12,08
1B8.73
28.49
47.09
7¢.08B
125.%7
197.81
319,467

I= 40 X;MR= .545792781
FR= 2,24617204

ABE

/T

40.95
40.%0
40.89
40¢.87
40.79
40, 4%
40.43
80,58
40.52
40.43
40.28
40.00
39.45
38.46
34.87
34.39
30,99
27.01
23.03
20.34

1¢000X

I.41
.B2
.70

1.03

1.3%

1.41

1.50

1.84

2.6b

.98

S.bb

B8.45

12.08
1B. 78
28,53
47,16
76,18
126,04
197,91
318,84

ASE

{MR= 600139427
¢ |.,BE7B13BY

wTL 160061
50.70 1.54
50. 54 .83
50.63 .71
50. 61 1.09
50,53 1.48
50,43 1.47
50.37 1.54
50.31 1.89
50.25 2.72
50.16 4.05
50.00 5.84
49,71 .77
45,14 12,73
48,09 19.80
45,41 30.19
43,73 49,59
19.97 79.11
35.43 129.1%
30,73 200,26
27,45 126.80

I= S0 X;MR= ,86B2240%75

ABE

M/T%

50.9¢9

FR= 1.B7181003

lo000x

3.55
.83
W70

.09

1.48

1.47

1.54

i.89

2.72

4,04

5.B4

B.79

12.74
19.83
30.24
48,45
78,20
129,25
200,34
320.74
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+

1980 LS50

COMPARISON OF CHANGE IN PIVDTAL AGE OR PERCENT MALE LY Y0 TOVAL

PIVOTAL AGE IS &0

I= 20 I;MR= 274584279

HEE

mITL

21,02
2c.98
20.97

FR= 2.9452242

10000X

.16
.79
.69
96

1.23

1.29

1.43

1.75

2.54

1.7¢

5.32

7.7¢

10.80
15.6%
25.30
42,58
70.81
120.48
193.96
31841

PIVOTAL ABE IS 45

1= 20 L;WR= 277772947

ABE

n/TL

21.72
21.88
21.48
21,466
21,860
21.54
21.59
21.4%
21.42
21.36
21.25
21.0¢
20.48
20,00
18,94
§17.34
15.23
12,90
10,469
9.270

FR= 2.83727012

10000

3.7
79
.49
.76

1.23

1.30

1.43

1.75

2.54

RATIC MALE LX TD TOTAL LX<

I= 40 %;MR= 549146558
FR= 2,.20891815

AGE

M/TY

1000QX

3.42
.82
.70

1.05

1.40

1.4}

1,50

1.84

2,66

3.96

5.47

B.4s

12.12
18.81
2B, 42
47.29
76.33
126.21
198.04
319.97

1

437

I= 50 Y;MR= , 686450597

AGE

RATIO MALE LY YO TOTAL LX= 2

1= A0 %;MR= 555545933
FR= 2.1429525%

AGE

HiTR

42.52
2.4
42,44
42.44
42.38
42,28
42,20
42,15
42.09
42,00
41.85
41.56
41.01
40. 00
38.3%
35,87
32.3%9
28.31
24,20
21.41

10000

3.43
.82
710

1.06

1.41

1.42

1.51

1.84

2.6b

3.97

5.70

B.5¢0

12.18
18.92
2B8.79
47,54
T6.62
126.53
198.27
320.01

FR=

1.840746512
VAR 10000X
91.58 3.55
51.5¢ .83
51.49 !
51.47 1.10
51.39 1.48
51.29 1.48
51.23 1.55
51.1B 1.88
$1.11 2.72
S$1.02 4.06
50.86 5.8%
50.57 8.B0
50.00 12.78
48.95 19.89
47.27 30,34
44,58 49.8!
40,80 79,39
36.22 129,45
11.47 200.47
2B. 15 320.7¢

1= 50 X;MR= 694432416

ABE

m/TY

52.860
52.5%
52.54
52.52
52.43
$2.33
52.27
52.22
52,16
52.07
51.9¢
91.62
51.03
50.00
48.31
45,42
4).82
37.20
32.38
29.00

FR= 1.7857%9383

10000X

3.57
.83
.71

1.10

1.50

f.48

1.5%

1.90

2.7%

4.08

5.87

g.84

12.84
20.01
30.52
30.046
19.72
129.8¢
200,79
321,03
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1960 €50

COMPARISDN OF CHANGE IN FIVOTAL AGE OR PERCENT MALE LX TO TDTAL

PIVOTAL AGE 15 40

2= 30 X;MR= .678743803

FR= 1.9017B48s

PIVOTAL AGE IS 45

ABE M/TL 10000
0 50.44 3.54
5 S0.39 .83

10 50.38 3

13 50.36 1.10

20 50.27 1.48

2% 50.18 1.47

30 50.11 1.54

b 50,06 1.88

40 $0.00 2.72

45 45,91 4.0

50 49.75 5.83

55 43,44 8.77

&0 48.8% 12.70

45 47.84 19.77

70 46,146 30,15

75 43.48 49,52

Bo 39.73 79.03

83 35.20 129.08

90 30.52 200,22

L] 27,24 320,77

1= 50 L;MR= ,67B9B5702
FR= 1.89675%4!

AGE LIAF 100001
0 30.53 3.54
3 50.48 .83

10 50.47 .1

15 50.45 1.10

20 50.38 1.48

5 50.27 1.47

30 50.20 1.54

35 50.15 1.88

40 50.09 2.72

145 50.00 .04

30 49.84 5.83

55 49.55 8.77

&0 48.%98 12.71

&5 £7.93 19.78

70 46.23 30.14

75 41.57 49.55

80 3%.82 7%.07

85 35.29 12%9.11

90 30,59 200,23

95 27.32 320.74

RATIO MALE LY T0 TOTAL LX= 7

1= 40 %;MR= ,B14012544
FR= 1.5214294%

AGE

M/TZ

£0.43
£0.38
80.37
40,35
60.2%
80,17
40,11
0. 08
&0.00
59.91
59.7%
59.48
58,93
57.91
S6.2¢
53.58
49.72
44,90
39.71
35.9¢9

RATIO MALE L} TO TOYAL L¥= 2

10008X

3.87
.84
.1

1.14

1.56

1.53

1.58

1.93

2.78

4,15

&.01

f.11

12.37
20.86
31.90
52.13
B2.3t
132,48
203.08
321,94

I= &0 Y;MR= .B147B2B43
FR= 1.51740749

AGE

n/TL

40.351
40,44
40,45
60.43
60.35
60.26
60.20
60.15
80.09
60,00
59.83
59.57
3%.01
368.900
56.34
53.47
49 61
44,99
I9.80
36.08

10000X

3.87
.84
.71

1.14

1.56

1.53

1.5B

1.93

2.78

4.15

5.01

?.11

13.37
20.88
31.92
$2.18
82.34
132. 48
203,08
322.03

I= B0 %;MR= 1,0853500%

ABE

owmo W o A D WD

 Cd AP BY v s

15

M/ITY

80.28
B0.23
B80.24
80.23
80.18
go.11
BO, 07
BO. 04
B0. 00
719.%4
7%.84
79,65
79.28
78.58
17.42
75.48
72.50
4£B.49
63,73
5%.98

FR= 7560714745

1000QX

3.93
BB
.72

1.24

1.74

165

1.45

2.01

2.%0

4.35

6.35

9.7B

14.7}
23.10
15.58
57.82
89.80
141.23

710,54

324,89

I= B0 X;MR= 1.084837712

AGE

FR=

758703845
M/TX 10000
80.34 1.92
80.31 -B7
80,30 72
89,29 1.2
BG. 23 1.74
BO.17 1.85
80.13 1.65
80.10 2.02
80.0& 2.%0
g0.00 4.35
79.%90 6.36
79.71 7.78
79.34 14,72
78.64 23.11
77.4% 35.59
75.54 57.84
72.58 B9.83
4B. 58 141,38
63.81 210,53
40.07 329,89
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1980 CSO

COMPARISON OF LHANBE IN PIYOTAL AGE OR PERCENT MALE LX TO TOTAL

PIVOTAL ABE IS 30

I= 50 %L;MR= ,6B0139427

ABE

n/TY

50.70
50.64
50.63
50.51
50.53
50.43
50.37
50.31
50.25
50,14
50,00
49.71
49.14
4e.09
44.41
43.73
39,97
35.43
30.73
27.45

FR= 1.8878131B%

100002

3.54
B3
i

1.09

1.48

1.47

1.%4

1.89

2.72

4.05

5.84

B.77

12.73
19.80
30.19
47.59
79.11
129,15
200,256
320.80

PIVOTAL AGE 1S S5

i= 50 Y;MR= ,4B224097&
FR= 1.B7181003

AGL

N/TL

50.%99
50,93
50.92
50.9¢
50.82
50.72
50.65
50,40
50.54
50.45
50.29

10000X

3.55
.83
LT

1.09

1.48

1.47

RATIO MALE tX TD TOTAL LX= I

I= 60 2yMR= (B1614873452
FR= 1.51025112

AGE H/TY
0 60,87
5 60.82

10 60.61

15 £0.5%

20 40,350

25 40,41

30 60,35

3% 80.3¢C

40 60.24

45 40.15

5S¢ 60.00

35 59.72

40 59.17

&% 58.15

¢ 56.50

75 53.83

8¢ 49.97

85 45.15

90 39.95

9% 36.22

RATIO MALE LX TO TOTAL L¥= 2

10000

J.67
.85
.71

1.14

1.56

1.53

1.57

1,93

2.77

4.15

6.01

9.1

13.38
20.8%
31.94
52.1%
82.40
132.73
203,18
321.84

1= b0 YL;MR= ,B1B4B9172
FR= 1.497484803

AGE 0T
0 s0.94
5 $0.89

10 40,88

15 60.86

20 50,78

25 80,69

30 80,43

35 40.58

40 860,32

45 60,43

S0 40.28

55 60,00

&0 59.45

65 S8.44

70 56.79

75 54.12

8o 50.26

85 45,44

99 40.23

g5 36.48

10000

3.467
.85
.71

1.14

1.57

1.54

1.58

1.93

2.78

1,15

6.02

F.12

13.40
20.92
32.00
52.28
82,50
132.84
203,21
321.7¢9

AGE

RGE

FR=

FR=

439
1= B0 %3;MR= 1.0BB2230B
. 755125558
M/Ti 1000@)
BO. 44 3.97
B0.41 .87
80,40 .72
80,39 1.24
80,12 1.74
B80.27 1.45
80.23 1.68
8¢, 20 2.61
80.14 2,90
80.10 4,38
80.00 6.3
79.8% 9.7%
79,44 18,72
78.75 23.12
17.80 3%.481
75. 68 57.87
72.70 g9.87
68.70 141.42
3.98 210,56
60.22 324,95
I= B0 LjMR= 1.09158556
. 748724013

n/T% 1000RX
BQ. &2 3.93
B0, 5% .87
80. 5B .72
B0.37 1.24
B0.52 1.73
£80.4¢ 1.63
B0.42 1.8%
B0.38 2,02
BO, 34 7.90
B0. 2% 4.3%
BO. 1% b.36
B0, 00 g.79
79.63 14.74
78.94 23.1¢
77.80 35.65
75.87 57.92
72,93 £9.94
68.95 141,50
64,22 210. 864
&£0.5¢ 325.07
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1980 CSO

COMPARISON OF CHANGE [N PIVQTAL ASE OR PERCENT MALE LY TQ 10TAL

PIVOTAL ABE 1S &0

I= 50 A;MR= ,4B6440697

AGE

LYAF]

51.56
51.51
51.49
51.47
51,39
51.29
§1.23
St.18
51.11
$1.02
50.Bé
§9.57
50.00
4B.95
47.27
44,58
40.80
36,22
31.47
2B.15

FR= 1.B4075513

{go0ax

3.55
.83
.7

1.10

1.48

1.48

1.55

1.88

PIVOTAL AGE 15 4%

I= 50 Z;MR= 694432418

ABE

M/TX

52.460
52,55
52,54
52.52
52.43
52.32
52.27
52.22
32,14
52.07
51.91
S51.862
51.0%
50.00
48.31
45,62
41.82
37.20
32.38
29.00

FR= 1.78379383

100002x

3.57
.83
71

1.10

1.50

1.48

1.55

1.9¢

2.73

4.08

5.87

B.684

12.84
20.01
30.52
50.056
79.72
12¢.80
200.79
321.03

RATIO MALE LX TO TOTAL L¥= 1

Ir 40 L;MR= .B237528%7
FR= 1.472612%

ABE

niT

&1.49
41.44
61.43
b1.41
51.32
61.23
b1.37
61,12
b£1.06
50.98
50,82
4£0.55
40,00
Se. 99
57.35
54,68
50,83
45.00
40.78
I7.01

RATIO MALE LX TO TOTAL LX= 1

10000X

l. 48
.B4
7

1.15

1.58

1.5¢

1.58

1,93

2.78

4.16

6.02

F.14

13.44
20.98
J2.09
52.42
82.68
133.05
203.41
321.86

1= 60 %;MR= ,BI331BBYY
FR= 1,42843506

ABE

H/TX

£2.47
42.42
62.41
42.39
52,34
62.22
62,16
62.11
42,05
51.97
61.82
61.54
41.00
40,00
58.37
55.72
S1.88
47.05
41.80
37.99

10000

3.8%
.83
1

1.15

1.58

1.54

1.5¢9

1.94

2.79

.17

6.03

9.17

13.51
21.09
32,27
52.70
83.03
133.43
203, 4%
322.08

I= 80 %;MR= 1.09833712

ABE

FR=

. T36306051

LYANS 10000
80.98 3.93
B0.95 . 8B
BO. 94 .72
80.93 1.2¢
80.87 1.74
80.81 1.65
80.77 1.68
80.74 2.02
80.70 2.9¢0
80.45 4.35
B80.55 6.37
BG. 36 9.81
BG. 00 14.7%
79.32 23,18
78.19 35.71
74.2% 58.03
73.38 90.09
6%. 44 141,468
54.75 210.85
51.04 324.98

I= BO %;MR= 1.11109187

ABE

FR= 71431753

H/TR

B1.43
Bt.58
81.5@
81.5¢6
g1.51
B1.45
B1.42
81,39
B1.35
B1.2%
61.19
B1.02
80.48
80.00
78.%0
77.04
74,19
70.32
85,70
562.03

1000ax

3.94
.88
.72

1.24

1.74

1.68

1.66

2.02

2.9

4,386

4. 3B

%.82

14.81
23.28
35.84
$8.23
90.35
142.01
211,14
12521



LX
17514
77664
77592
77525
77461

77197
77338
77277
7721%
77164

710%
77055
77001
76943
T4EBE!

76813
74718
T6637
76%70
74480

76386
76289
76192
76093
75994

75894
75794
75693
75592
75488

75382
75273
75181
73045
74925

7479%
TAs47
74527
74178
74213

74040
73850
71842
73417
73175

72814
72539
72343
72028
71698
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APPENDIX D

BLENDED 19BO CSD & 1980 CET MORTALITY YABLES

PIVOTAL AGE 1§ 45

BLENDED {980 CSQ TABLE

10000X
.2
.93
.Bs
.83
B2

T8
.76
.75
.71
T

70
.70
.75
.81
.88

%8
1.0
113
1.18
1.23

1.27
1.27
1.30

1.32
1.32
1.33
1.34
1.37
1.40

1.44

5.02

L
71331
70547
70536
70094
69619

69109
68561
67978
4733
66700

66008
65277
L4499
63686
£2764

41786
L0728
59589
58172
S7ogt

55716
54248
52725
51071
49288

47368
45308
43107
40790
38373

I5870
31290
30642
27938
25188

22424
19495
1704)
14510
12144

9978
8035
46329
48L3
Is28

2608
1777
1108
581
200

es¢  RATID OF MALE LY TD TOTAL LX 15

100009)
5.1¢9
5.80
6,26
6,78
7.3

11.08
11.92
12.92
14.17
15,59

17,13
1B.7¢
20. 43
2.1
23.92

25.99
28.43
31.37
34,91
17.00

43,54
48.50
53.74
59.26
65,24

71.92
7%.54
88.12
¥8. 44
109.59%

121.77
138,74
148.51
163.08
178.35

19%.74
212,37
231,88
254.00
281,08

31B.70
I76.52
475. 6%
656.0%
1000,00

AGE

E RPN N =)

25%

BLENDED 1980 CET

LY
1136713
1131973
1130071
1128252

1128849

1124700
11229468
1121272
1119590
1117933

1118323
1114704
1113088
1111418
1109684

1107875
1105958
1103954
1101881
1099754

1097576
1095359
1093144
1090905
1OBESEY

1086415
10B4156L
10B1911
1079650
10773561

1075045
1072691
1070288
1067837
1056532

1062739
1060081
1057273
1054348
1051265

1047994
1044504
1040694
1036582
1032128

1627378
1022303
1016885
1011119
1004971

10000%
.17
1.68
1.61
1.38
1.57

1.54
1.5t
1.50
1.45
1.45

(SO
w
o«

BRI Y PSR
L3 < o
~ -~ v

[ BN I LR
<
-~

[EN A SN X [N S N )
I o ~
“ 0

L LA

= I

ABE
50
51
52
&3

L

TABLE

LX
998409
921410
981935
975926
9L732E

958109
248231
937715
26584
14872

902540
889543
B7S7ES
B&1042
BAG1BY

828050
BO%E0Y
789867
76BBBA
7446788

721361
499112
£73273
545817
616510

406441
360419
120742
292412
254992

218643
184049
151811
122502

94538

74155
55382
40092
28017
187464

11909
6975
3561
1359

200

441

10000x
7.01
7.%4
8.14
8.81
9.5

10.31
11.0%
11.87
12,84
13.48

14,40
15.50
16.80
18.42
26,27

2" -9

24.39
26.56
28.74
31,10

33.79
16. %6
40.78
45.38
50.70

w6, 60
63.05
59, 84
77.04
Ba_81

9I.50
103,40
114,82
127.97
142,47

158. 30
175,18
193. 08
211,95

231.88

251.18
275,08
301,18
330,20
365.40

418. Y
4B%.4E
618.35
B52.87
1000, 00
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BLENDED 1980 CS0 % 1960 CET MDRTALITY TABLES

PIVOTAL AGE IS5 45 +#xa RATID OF MALE LX TO TOTAL LX IS 506%

BLENDED 1980 CSD TABLE BLENDED 1980 CET TABLE

AGE LY 10000  ASE Lx f0000x AGE LX 10000 AGE L 10G00)
0 6981 3.54 50 ga170 5.83 ¢ 1528392 .50 Se 1332106 7.58
! P6638 .97 S1 B7654 6,30 1 15215860 1.72 31 1222009 B.1%
2 F6544 .9 92 B7104 &,82 2 1518943 1.66 %2 13r11ie2 8.87
3 96456 B9 EM B&5190 7.42 3 E5146422 l.64 53 1299552 9.565
L] 986370 .85 54 858&8 B.07 4 1513935 1.40 54 1287011 10,49
] 95288 .87 55 85175 B.77 § 1511513 1.5E S5 1273510 11.40
b 9L208 .79 56 B4428 9.50 b 1509125 1.54 5& 1258992 12.35
7 96132 77 37 83624 1¢.22 7 1504801 1.52 57 1247442 131.30
8 946058 W73 58 22771 10.99 8 1504511 1.48 S8 1226905 14,29
9 95988 72 59 21881 11.81 8 1502284 1. 47 59 1209372 15.23
10 95919 M| &0 80894 12.71 10 1500075 L. &b 60 1190809 16.52
11 95851 .72 b1 798548 13.75 11 1497884 1.47 &1 1171117 17.88
12 T8z .78 42 78748 14,94 12 1495684 1.53 62 1150197 19.45
12 95707 .87 M 775%0 16.3% 13 18933%% 1.62 63 1127826 21.31
14 95624 .97 &4 76318 18.02 14 1490977 1.72 64 1103792 23,43
t3 93531 1.10 45 74942 19,18 15 148B4i2 1.BS 85 107793¢ 5.1
16 95428 1.21 &b 734561 21.44 16 1485459 1.96 46 1050216 28.13
17 §5311 1.31 &7 71871 21.5% 17 1482747 2.06 67 1020673 30,87
1B Fo1B4 1.39 48 70176 25.58 18 1479893 2.14 1] 989369 33.25
19 95054 1.44 69 48281 27.73 19 147463524 2.1% 69 $6472 36,03
20 F4917 1.48 el 46485 30,146 20 1473292 2.23 0 921991 19.2
21 F4777 1.49 7 64880 12.9% 21 1470007 .24 kA 883840 4283
2 94436 1.50 72 62355 36.29 22 1446714 2.25 72 B478B2 47.18
23 94454 1.49 73 60092 40.20 23 LALTALA 2.24 7T BO7R?Y 52.2
24 94353 1.48 74 57676 44,64 24 145601346 2.24 74 765659 58.04
25 94212 1.47 75 55100 49,53 25 1456845 2.22 75 721205 44,42
28 4074 1.47 74 52370 54,80 26 1453431 2.22 76 574745 71.24
27 91934 1.48 7 49500 40,31 27 1450404 .21 77 L2467 7B.40
28 93799 1.48 78 465135 66.06 28 1447199 2.23 78 577545 85.BB
29 93660 1.51 7% 43442 72.23 2% 1443%72 .26 79 527945 93.%0
30 91519 1.54 BO 40304 7%.07 30 1440709 2.29 80 478371 102,79
3t 91175 1.58 :3] 17117 B&.BO 31 147410 2.33 a1 429199 112.84
p 93227 1.64 2 13895 95.68 32 1434061 2,39 82  3B07sB 124,38
4 93074 1.70 83 30852 103.81 I3 1470424 2.45 B  Til4ce 127,35
34 92914 1.7¢% Be 27409 117.02 34 1427129 2.54 B4 287548 152,13
11 92750 1.88 83 24202 129.11 IS 1422504 2,82 85 243803 1£7.64
38 92574 2.00 Bé 21077 141,91 38 1419760 2.75 86 202BB3 184_4p
37 92391 2.14 B7 18084 155,41 37 1415B356 2.B% B7 165455 202.0%
38 92192 2.31 BB 13275 169,55 38 13117464 3.06 ag 132028 220,42
39 91980 2.51 69 12685 184.45 19 1407484 1.26 Be 162926 239.7%
40 91749 2.72 9¢ 10345 200.23 40 1402858 3.54 90 7B245  240.30
41 71499 2.97 91 g274 217.23 41 1197890 1.B6 %1 57878 2B2.40
42 §1227 3.22 52 4477 235.91 2 1392494 1.19 92 41575 306.68
LM 90912 .49 92 454%  257.4% 43 13IB4LEY 4.54 M 2B79% II4. 48
44 50614 3.7% 93 387% 28381 44 1180344 1.BB 94 19159 368.%%
45 F027¢ .04 95 2632 320.74 45 1373428 5.28 95 12090 814,98
44 89909 4.36 9 1788 377.93 46 13663735 5.67 %6 7049 491,11
47 B9S17 4.48 97 1112 474,81 47 1358628 .08 97 158¢ 619.5%
48 B3098 5.03 98 5B2  b54.44 4B 1350348 4. 54 8 1364 FREY
49 BEBASC 5.41 98 200 1000.00 4% 1241517 7.0 e 200 1600, 00



L
127320
126829
126700
128581
126463

126348
126239
126134
126036
[25943

125851
25762
125448
1255835
25449

125316
1251464
124993
124807
124510

124404
124193
123982
123772
123544

123340
123140
122984
122748
122573

122374
122175
121970
121759
121540

121309
121048
120811
120517
120243

119924
1193580
119208
118802
118368

117895
117389
116843
11626¢C
115435

PIVOTAL AGE 1S5
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BLENDED 19B0 CSO & 1980 CET MORTALITY TABLES

5

BLENDED 1980 CSD TABLE

10000X
3.88
1.02
.94
.93
.71

513
.81
.78
T4
.73

LT
« 78
.82
.92

1.08

1.21
1,37
1,49
1.58
1,65

1.70
1.70
1.69
1.48
1.45

1.62
1.5%

1.6

Lx
114963
114242
113445
1126376
111718

110734
109669
108521
1072868
105972

104545
103061t
101451
§9722
97857

95B48
93488
91376
BB71é
B&313

87
BO671
7812
74376
70939

67331
61538
59592
35340

21422

47274
43122
lgges
34894
10848

24955
2209
19687
16437
13457

10889
8620
bLB4
5064
3734

2658
1797
111
582
200

#4+ RATID OF MALE LY TO TDTAL

J1000QRX
6.27
&6.B0
7.3%
.04
g.81

9.62
10.47
11.38
12.27
13.28

14,38
15,82
17.04
18,70
20,52

22.58
24.48
26,92
29.27

31.81

34,45
37.92
4i.69
46,08
51.00

56.36
62.07
68.00
74,15
B0. b4

BY.83
95.88
105.00
115,39
1258.17

13B. 9%
151.7%
145.07
17B.86
193.23

20B.39
324 560
242,29
282,87
288.20

73.98
380.1%
877,49
£56.50

1000. 60

AGE

LRt S Bl =g

LY IS

5%

BLENDED t9B0 CETY

LY
2217214
2206084
2202179
2198457
2194744

2191121
2187593
2184137
2180795
2177544

2174323
2171148
2167891
2164487
2160872

2156941
2152732
21481869
214315

2138362

213322

2128003
2122791
2117811
2112445

2107395
2102400
2097480
2092572
2087875

2082748
2877770
207272t
2067581
2062309

2055B44
2051208
204532)
2039144
2032639

2025624
2018670
2009856
2000997
1991448

1981172
1970097
1958217
1945489
1931890

10000
5.02
1.77
1,69
1,68
1.66

1.6)
1.58
1.53
1.49
1.48

1.85
t.50
1.5%7
1.67
1.81

g Py = 0
(=R P V-

PRI P) B =

3 R RD BRI
du Ex Dv Dn B
[ LA

L)

LS I L)
tal Ld (A A A
[

[N R LS B N

O A o (A
[LIRE .- . ]

[ERZ RIS RS
e DD
WO Ry Sy

~ OO un
0w O LN
-0 D 0

TABLE

Ly
1917204
1904&78
1884847
1846733
1847189

1826039
1802195
1778654
1752283
[724422

1694448
1662995
1629220
1393133

554404

1512917
1468589
1421477
1271725
1319531

1264968
1207981
1148428
1084183
1021121

953421
BB3564
B12269
740464
659083

59923
530538
4564422
461028
340870

284595
213265
187244
1470483
112B4B

BaS12
L1617
43428
29879
19678

443

10000

a4 A kD

Ll L RN Y- )

27¢.
291,
115,
341,
I74.

421
494,
621,

e
NIVIN

1000

[ e Bl
o B k) OO

.00

L 0D
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BLENDED i980 CS0 & 1980 CET MORTALITY TARLES

PIVOTAL AGE IS 50 #s% RATIO OF MALE LX TOD TOTAL LX 1§ 2%%

BLENDED 1980 CS50 TABLE BLENDED 1980 CEY TABLE

AGE LX 1000QX  ABE LY 10000 AGE Ly 10000) AGE Lx 10006X
0 76110 3.22 50 71509 5.40 0 1140410 .19 S0 1001627 7.02
1 77B58 .92 51 i3 5.80 1 1§335632 1.48 1 994598 7.54
2 77788 .86 52 70710 6.27 2 1833724 1.81 S2  ®B7097 B.15
3 77719 .84 53 70267 £.78 3 1131899 1.359 I 979052 B.B1
L] 77654 .82 54 69791 7.34 4 1130099 1.57 S4 970427 9.54
H] 7171590 .79 55 69279 7.%3 5 11283235 1.58 S 9b11ee 16,21
& 77529 .76 56 £8730 B.54 6 11286587 1,51 S6 951299 11.1¢
7 77470 75 57 68143 .13 7 11248B8¢ 1.50 57 940700 11.87
8 T7412 .71 5B 67521 .73 8 1123199 i.48 58 929534 12,65
9 77357 .71 59 L4864 10.37 9 112155% 1.46 59 917775 13.48
10 77302 .49 50 be171 11.09 10 1119922 1.44 &0 905403 14,42
11 T124% .71 &1 45437 11.92 11 t11830% 1.46 61 892347 5.50
12 77194 .75 b2 44457 12.94 12 1116474 1.50 b2 BTBS14 16.87
13 77138 .8l 53 £3820 14. 1B 13 111500 1.56 63 B&ITI9 18.42
14 77074 . B8 b4 62915 15.59 14 1113242 1.63 b4  BATRZ0 20,27
i% 77004 .98 &5 41934 17.15 15 1111447 1.72 &5 810635 22.30
15 76931 1.05 1] 40872 18.77 16 1109524 1.80 66  BIZ2112 24.40
17 76850 1.14 &7 59729 20,44 17 1107527 1.89 &7 T79229%¢% 26.57
18 4762 1.1e 68 Spsoe 22.13 1B 1105434 1.93 68 771245 28.77
19 74671 1.23 69 57213 23.94 19 1103301 1.9 49 74036 K3 I
20 15577 1.24 70 55843 26.01 20 1101118 2.0 70 725745 3.81
21 76482 1.28 T 54391 28.44 21 1098903 2.03 71 701208 36.97
22 76383 1.30 2 52844 31.3% 22 1094872 2.0% 72 675284 40.81
23 76284 1,30 73 51185 34.93 23 1094424 2.05 73 b4T772% 43.41
2 T418% 1.32 74 49397 39.04 24 109218C 2.07 74 518313 50.75
23 76084 1.31 75 A748% 43.57 25 1089719 2.0 75 584934 56.64
26 75984 1.34 74 45401 48.33 26 1087474 Q.09 7b 534690 43,05
27 75882 1.34 77 43198 53.77 27 1085401 2.09 77  Sie7SeE 69.9¢
2 75780 1.37 78 40875 39.30 28 §083133 2.12 78 482497 17.0%
29 73474 1.40 7% 18451 45.27 29 10B083I7 2.15 79 445301 B4.B5
30 75570 1.44 80 35941 71.95% 30 1078513 2.19 80 407517 93.54
31 75461 1.49 81 33358 7%.58 31 10746151 2.24 [ Js7I98 103,45
12 75349 1.54 2 30701 BB.36 32 1073740 2.29 P $1-1) 114.87
33 75233 1.80 I 279es 9B. 4% 33 1071281 2.35 a3 29314} 128.00
34 75113 1.48 84 25232 109,54 30 10468743 2.43 84 255419 142.53
35 TA9B7 1.77 BS 224Lb 121.80 3 1066168 2.52 85 219184 158.34
3& 74854 1.87 B& 19730 134,75 36 10463479 2.62 84 184480 175.18B
17 74714 2.02 B7 17071 148.54 37 10460493 2.77 ez 1521483 192,10
38 74563 2.17 L] 14535 143,06 38 1057735 2,92 Bg 122780 211.98
v 744801 2.34 B9 12145 178.39 39 1004488 .1t ee 98753 221.91
40 74225 2.57 %0 9993 194,78 40 1051386 3.34 0 74315 253.21
&1 TA034 .80 %1 8048 212,35 41 1047873 3. 64 1 55498 274.06
42 73827 3.0% g2 £330 211,74 82 1044040 1.97 92 40177 301.2%
43 73602 3.29 92 4870  251.98 43 1019915 4.28 9z 28073 330.17
44 73360 3.54 94 3633 281.08 44 J03SA44 4. 460 94 18804 345.40
45 77100 3.81 95 2612 318.44 47 1010701 4,95 93 11937 414,22
44 r2821 4,08 9é 1780 376.57 a5 1025599 5.3¢ %% 6990 489,54
47 2524 4.327 57 1110 475.B4 47 1020143 5.48 97 3548 &1B.59
48 72207 4. 67 98 582 456.18 48 1014348 t.07 %8 1361 B53.02
49 71870 5.02 99 200 100¢.00- 49 100B211 6.52 LL] 260 1000.00



LX
970464
720
6625
96538
96452

369
96289
w213
6140
96070

46001
95933
95043
§5788
95705

%5612
95508
935392
95287
5136

94999
94858
4717
$4575
4434

94293
$4154
94017
$3879
93740

9I59¢%
93455
93307
93154
§29%4

52830
26T
2470
9227%
92058

91628
91578
91304
?1012
90694

90354
B%988
895%¢
89174
gg727
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BLENDED 19BC CSD & 1980 CET MDRTALITY TABLES

PIVDTAL ABE 15 50

BLENDED 198¢ CSO TABLE

10000%
3.54
.98
.50
.89
.86

.83
.19
Tb
72

72

.71
.73
.78
.B7
.97

1.09
1.21
1.3
1.38
1.44

1.48
1.49
1.50
1.49
1.49

1.47
1.4
1.47
1.48
1.590

1.54
1.5
1.64
1.70
1.7%9

AGE
50
31
$2
2

54

55
5&
57
5B
59

60
-1
62
&3
4

L
BB244
87731
E717E
84583
85941

85247
844%9
83498
82819
81928

BGR&0
79929
78829
77649
76375

74998
73512
71921
70223

48425

66526
64518
£2389
60123
57704

55125
5219!
49518
46529
434353

40312
37123
IIBYY
30654
27409

24200
21075
18083
13272
12482

10342
B271
6474
4548
3473

2630
1786
111
582
200

244  RATJD OF MALE LX 7O TBTAL LX IS

10000
5.84
6.30
65.83
T.42
8.08

B.77
?.50
10,24
11,00
11.81

12,73
13.76
18.97
15,41
18.03

19.B0O
21,66
23,61
75.61
27.75

30,19
33.00
36.32
40.24
44,869

49.5%
54.84
80,37
&4.11
72.78

7%.11
84.85
95.72
105.87
117.07

129.15
141.9%5
155.47
169. 61
184,49

200.26
217.27
2I5.98
257,40
2B3.88

320.80
I78.00
476,38
656,19
1000. 00

S0%

BLENDED 1980 CET

L
1527284
1320358
1517728
1515224
151273

1510307
507917
1505595

1302322

1501097

1458890
14946702
1454487
1492200
1489783

148722

1484485
1481575
1478522
1475374

1472147
1448860
1465570
1462272
1458997

1455729
1452497
1449287
1445070
1442845

143%3%9
1434302
14329535
1429530
1424028

1422408
1418451
1414750
1410647
1406330

1401759
13986797
1391405
1385575
1379284

1372553
136572¢
135757%
1349298
1340474

10000k
4,460
1.73
W5
b4
.61

(R

se
-1
W51
.48
.47

- e

A
4B
.52
. b2

.12

[ S

.84
.94
08
12

19

LB B

[ AL ]

SIS NN
YRS R RY R

B & N b A

[N RLK N R | (SIS SN K]
(LR PN X ) [ RLE LS RN BN ]
L R B - ) O it + 3 = b)

o
re

[N RN B
< o -
o oo

e

»
LL

n B o L4 4
[
~a

R - LT
—
=

ABE
50
51
52
53
54

55
56
57

38
59

&0
41
&2
&7
be

63
-1
&7
48
69

70
71
72
73
74

75
76
77
78
79

g0
B1
B2
el
g4

TABLE

LX
1331024
1320922
1310104
1298470
1285940

1272438
1257932
1242397
1275881
1208331

1189787
1170092
1149159
1126796
11¢2761

1076912
1049192
1015647
FBEISA
955457

720979
BE483t
B4LBT2
BOLBES
7644675

720247
§72E13

25777
S76666
527107

477580
428446
JBoogs
332770
2B59BB

243311
202439
165097
131729
102684

78056
§773%
41428
8719
19109

12057
7029
3575
1361

200

445

1000Q)

7.
B.
B.
9,
1c.

1%,
12.
17,
14,

15.

té.
17.
19,
21.

1
PN

5.
28.
30.

T
-

34,

167,

417,

b19,
832,

1000,

59
19
BE
b5
st

40

=
15

31
0
35

M

4
-

77

W

04

04

LA0

9

=
pe]

44
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LX
127984
127450
127360
127239
127124

127005
126898
12671
126692
126597

126505
126414
126319
126215
126099

125965
125813
125642
125455
125256

125049
124828
1248625
124414
124205

$23999
123798
1234600
123403
123207

123009
122808
122802
122390
1221868

121937
121693
121433
12115¢9
120843

120543
120197
11982¢
119415
118977

118502
117993
117448
116859
1146230
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BLENDED 19BC C50 & 1980 CET MORTALITY TABLES

PIVOTAL AGE IS 50

ELENDED 1980 CSD TABLE

10000X
3.86
1.02

. ¥5

A
.9

.BS
.83
.78
-
W73

.12
W75
.82
.92
1.08

1.2t
1.38
1.49
1.59
1.85

1.89
1.71
1.49
1.58
1.45

1.42
1.80
1.39
1.59
1.81

1.43
1,48
1.73
1.81
1.8%

2.00
2.12
2.27
2.44
2.

(L)

L Ld Cd (4 D
el -]
0~ DA~

8,30
1,64
5.00
£.38
5.6

REE

Lx
115555
11482%
114048
113203
112291

111302
110231
109077
107838
106514

105098
103584
101987
100227

98353

946332
§4160
91835
89381
B&744

83983
861070
77995
TRT42
71293

674658
s3841
59878
55801
S1661

47491
41118
39183
15049
31003

27071
23307
197469
16505
131532

10932
8453
5709
5083
3747

2667
1803
1147
583
200

*#++ RATID OF MALE LX TD TOTAL LX IS

10000X
6. 28
b.80
7.39
8.07
8.8!

9.462
10,47
11.36
12,28
13.2%

14,39
15,83
17.06
18.70¢
20.54

22.54
24,49
26,94
2%.29
31.82

34,48
17.93
41,71
45.12
51.04

56.3%
62,11
48.05
74,19
80.71

87.87
935.92
105.05
115,44
126.82

119.02
151.81
145,12
178.%4
193.30

20B. 48
228.8%
242.3%
262.78
288,18

123.84
380.33
477.88
856,77
1000.00

75

BLENDED 1980 CET

k)

ICES AR,

LRI X RN X
= N ve (4 D
P T4 LA OO RS

2201581
21978034
2194543
21951205
2187918

2184680
218144%
2178197
2174777
2171145

2167215
21629467
2158407
2153548
2148529

214337%
2138143
2132883
2127479
2122509

2117394
2112374
2107412
2102481
2097361

20925611}
20874831
20B25358
2077392
2072073

205564035
2060922
2055007
J0:4BRO1
204822463

03519
2027428
2019378
201047]
2000881

1990578
1979409
1967472
1954484
1941021

10000
5.02
1.77
1.70
1,68

2.34
2.34
2.34

2.38
2.43
2.48

[N IE N ]
L

o LA
E_3al

+

.

[T ]
. v .
oo O~
LR - Ry T

wl
~F
(=]

98

TaBLE

Lx
19263864
1910647
1893757
1875558
1855883

1834433
18114682
1787025
1760631
1732531

1702393
1670717
1636788
1600484
1561576

1519882
1473304
1427%47
1377940

1254568

1270820
1213340
1153510
1090947
1025553

957508
887113
B135471
743509
£71798

801313
932423
4656207
402517
342128

285721
234080
1B78B4
147553
11322%

BaATTS
L1800
43733
29%86
19729

10000X
B. 16
g.04
9.8
16.4%

1,45

12.51
13. 6%
18,77

180.74
1%7.35
218, b6
232.42
251.2%

271.02
292.02
315.11
J41.81
374,83

470,99
494,43
621.24
B53.80
1000.00



LX
136260
135728
135585
1355454
135329

133208
135088
134976
134889
134748

134670
134573
134472
134340
134234

134089
133923
133737
133532
133314

13309}
132839
1324628
132197
132171

1311948
131730
131515
131303
131092

130878
130442
130440
130212
129974

129724
129464
129187
128890
128572

128227
1278355
127455
127015
126543

126038
125480
124898
124265
123588

PIVOTAL AGE 15
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APPENDIX E

BLENDED 1980 CSD & 1980 CET MORTALITY TAPBLES

S

BLENDED 19B0 CS50 TABLE

1000QX
3.92
1.04
95
L]
.91

.87
.83

1.65
1.61
1.8}
1.463
1.65
1.70

1.91

ABE
50
51
52
53
54

35
S&
57
o8
39

&0
b1
62
b3

L]

L
122860
122079
121237
120328
119343

118274
117117
115847
118525
113089

111554
169912
108153
106264
104228

102034
99576
97155
94473
F1638

ges43
85488
82158
78638
74914

70993
66887
52430
58245
53840

49394
44957
40554
36207
31947

27823
23889
20206
16822
13773

11080
B747
6766
G114
3764

2675
1B0&
1118
Se4
200

#%¢ RATIO OF MALE LX TO TOTAL LX IS 8O

100060X

om0
(4]
f=]

14,72
16,00
17.47
19.18
21.05

23.11
25.29
27.81
30.03
32. 486

35,59
3B.935
42.84
47.33
32.37

57.84
63,65
69.70
15.%5
B2.%7

89.83
97.94
107.18
117,45
129.10

141.38
154.17
167.49
18t.24
195.54

210,53
226,51
244,13
264.04
289.36

324.89
380.%7
477.86%
557,38
1000.00

REE

FOR RSN -]

BLENDED 1580 CEY

L
2437508
2425077
2420738
2416621
2412537

2408532
2804430
2400871
2397134
2393538

2389994
2386483
2382903
2379138
2375117

2370771
2366053
2360950
2355607
2350024

2344290
2338453
2332807
2326822
2321098

2315435
2309878
2304380
2298942
2293514

2288057
2282566
2276974
2271282
2265422

225%3%%
2253137
2246425
2239773
2232361

2224792
2214405
2207296
2197474
2186838

2175445
2163132
21499135
2135747
2120605

1000Q%
5.10
1.79
1.70
1.6%
1. 44

1.62
1.58
1.54
1.50
1.48

1.47
1.50
1.58
1,69
1.83

1.99
2.14
2.28
2.37
2.84

AGE
50
51
52
53
54

b
56
57
o8

99

TRBLE

LX
2104361
2084958
2068278
2048073
2028261

2002635
1977201
1949777
1920433
1B8B%130

1855804
1820284
1792424
1741945
1498533

1652044
1602434
1549748
1494128
1425797

1374833
1311219
1244819
1175493
1103167

1028043
850763
872087
793087
714760

4638038
563528
491780
423280
3585272

298351
243517
194711
152315
114428

8832
63047
43494
30374
19948

12444
7188
3628
1375

200

447

16000
B.27
g.%97
9.75
10,435
15.65

12.71
13.97
15.05
16.30
17.64

19.14
20,80
221
24.91
27.37

30.04
32.88
15.89
39.04
42,45

44.27
50. 64
55,49
61.33
58,08

75.19
82.75
90.41
98.74
107.34

115.78
127.32
139.33
152.95%
167.83

183.7%
200.42
217.74
235. 61
254.20

273.69
294,44
317.37
343,25
376.17

422,36
495.26
621.00
B54,5¢9
1000.00



448

Lx
107405
107011
104903
106806
106710

106816
104526
104449
106358
106280

108202
106327
106048
105943
105849

105742
105641
105307
105346¢
105208

105044
104882
104714
104551
104388

104224
104047
103909
103752
1033593

103433
103270
143102
102930
162750

1025462
102764
102155
101930
101589

101429
101147
100841
100509
100151

99758
99352
9BR0B
98432
97923

NAIC Proceedings - 1984 Vol. |

BLENDED 1980 CSC & 1980 CET MORTALITY TABLES

PIVDTAL RBE 15 45

BLENDED 1980 CS0 TABLE

10000
3.47
.99
.93
.0
.BB

.B4
.81
.17
.73
.73

W7
W78
.BO
.89
1.0¢

1.14
1.27
1.38
1.47

1.52

1.%
1.58
1.58
1.56
1.55

1.53
1,52
1.31
1.53
1.54

1.58
1.3
1.67
1.75
1.83

AGE
-1
51
52
53

54

Lx
87377
§6792
6163
85485
94752

93959
§3103
32183
911%8
0149

§9032
Br8a2
8657¢
85203
81729

82137
80822
7B38%
76628
74558

T30
700460
L7613
65020
£2258

593295
56231
52993
L3711V
446210

42725
39267
35872
32134
204623

25172
21832
18656
15693
12980

1054¢
B404
6357
4995
3700

2645
£793
114
SB3
200

#¢f  RATID DF MALE LX TD TDTAL LX 1§ 60%

1900Qx
5.0}
6.50
7.05
7.48B
8.37

9.1t
9.BEB
10,8
11.50
12.31%

13.37
14,48
15,79
17.30
te.0t

20,88
22.84
24.90
27.04
29,32

31.92
34.90
318.38
42,48
47,11

52,16
57.58
53,24
§9.13
75.4¢

82.34
§0.17
99.12
109,33
120.58

132. 48
143.47
158.84
172.87
187.54

203,08
219,74
218.20
259. 26
285,17

322,03
378.358
475.70
§57.10
1000, 00

BLENDED 1980 CET

L
1740557
175215%
1749110
17446171
L7432%0

1740448
1717481
1734570
1732333
1729749

1727209
1724687
1722117
171%448
1118428

1713807
1710348
1706513
1703277
1659494

1695838
1691721
1687779
{6B3IB4S
16759954

1476092
1672271
1648475
1664704
t646090B

1657105
1653244
1649309
1645318
1641203

1436971
1632584
14628029
1623226
1618178

181278%
Lb08%87
1600434
1593783
1586404

1578450
1565968
1560844
155108%
15408686

1o00ax
4.77

LU RS BN I S )
LEN S -2 ]
~ K} A S O

S LS B8 N I K I N )
. .
Ed Lo A L A

A= %

(SRS RS IS ]
LS RSN R RN |
~0 |~ 00

L5 BN I 8 I N
P
(LT B RN
o O KD

)
.

AGE
50
51
52
33
54

55
56
57
5B
59

60
bl
62
53
b4

45
bé
67
&8
69

70
71
72
73
74

75
76
77
78
79

TABLE

LY
15294%¢6
151755t
1504728
1490930
1476051

1459992
1442708
1474182
1404414
1383418

1361121
1337475
1312304
1285362
1256454

1225407
119214%
1156754
1119310
10799464

1038798
795688
950514
503093
851224

800972
7448459
430772
511984
577008

520444
144738
410260
357394
308598

258839
213944
173487
137664
106727

80707
59400
42430
29291
19419

100001
7.81
£.43
g.17
§.98

10.88

11.84
12.64
13.88
14.95
16.11

17.38
18.82
20.53
22.49
28,71

27.14
29.69
32.37
35,15
38,12

41.30
45.37
4%.89
55,22
61,28

87,81
74.85
B2.21
B%.87
98.03

107.04
147,22
128.8B8
142,13
156.75

172,48
1B%. 11
206,49
228,73
243,80

264.00
285, 89
309,66
337.04
370,72

41B. 64
492,13
619, 71!
B54,22
1000.00



L
$6981
94438
94544
96458
9£37¢C

94288
94208
946132
96058
95988

95919
$5851
95782
93707
95624

§5531
75426
95311
95184
5054

74917
4777
Fh63b
94454
94353

94212
94074
93934
93799
93640

93519
93373
93227
§3074
§2916

92750
92576
92371
92193
51980

1749
91499
91227
90933
06té

90274
89909
89317
goo98
BBLSD
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BLENDED 1980 CED & 19B0 LET MORTALITY TABLES

PIVOTAL ABE {5 43

BLENDED 1980 C50 TABLE

10000X
3.58
.57
.91
.89
-

.83
.79
.77
.73
72

.71
72
.78
.87
.97

110
1.21
1.31
1.39
1.42

1.48
1.49
1.50
1.4%
1.49

1.47
1.47
1.45

1.51

ABE
30
51
52
53
54

55
56
57
8
5%

80
&1
62
3
84

65
bé
&7
1
6%

70
T
12
73
74

75
76
77
78
19

80
81
82
a3
84

Lx
BB170
BY7LSA
87104
86510
B5B4S

8517%
BA42B
B3628
82771
B18&1

BoaT4
19844
78748
775%0
76318

74542
73481
71871
70178
68381

b64B5
54480
62355
50092
57878

55100
52370
49500
45515
43442

46304
37117
33895
J0452
27409

24202
21077
18084
15273
12685

103435
B274
6477
4949
1675

2632
1788
1112
582
200

##+ RATIO OF MALE LX 70 FOTAL LX IS 50X

1000Rx
5.83
4. 30
6.82
7.42
B. 07

8.77
9.50
1¢.23
10.99
11.81

12.71
13.73
14, %8
16.39
1B.02

19.78
21.64
21.5¢9
25.%8
27.73

30.1&
32.98
34,29
40,20
44,68

49,55
54,80
§0.31t
66.06
72.23

79.07
84.80
9%. 48
105.81
117.02

12511
141.9)
155.41
169, 5%
184,45

200.23
217.23
235.91
257.43
283.81

320.74
377.93
476.61
656, &4
1000.00

BLENDED 1980 CET

LY
1528592
15215460
1518943
1516422
1513935

13115143
1509125
1506801
150451
15022684

1500074
1497884
1495584
1493396
1490977

14808413
1485659
1482747
1479593
14746526

1473292
1470007
1466714
1467414
1460138

1454865
1453631
1450404
1447199
1443772

1440709
1437410
1434041
1430634
1427129

1423504
1419760
1413854
1811764
14074844

1402856
1397890
1392494
1IB6LSY
1380364

1373628
1366375
1158428
1350388
1341537

10000
4,60
1.72
.68
1,564
1.60

(SRR NN NI N]
[ I )
o (A Bt

NN RN
L NN I
o~ Ll s B A

LU LS ]
LR R
-0 L4 D

2,43
2.54

2.63
2.75
2.89
3.04
.24

31.58
3.84
4,19
4.54
4.88

5.28
5.87
&.08

7.03

95
98
97
98
99

TABLE

L
1332108
1322009
13e2
1299552
1287011

1273510
1258%%2
12435442
1224905
1208373

1190849
1717
11501%7
1127824
1103752

1077930
1050218
10204673
89349
956472

921%%1
885840
§47882
807879
765659

721205
474745
426874
577545
527945

478371
429199
380748
33408
287548

243803
202BB3
1654355
132028
102524

78245
57878
41533
287946
19159

12090
7049
3584
1364

200

449

160001

41t

1000,

.52
BB
.45

.43
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BLENDED 19080 CSD & 1980 CET MORTALITY TABLES

PIVOTAL AGE 15 A5 #es RATID OF MALE LX T0 YOTAL LX IS 40X

BLENDED 1%BO CS0 TABLE BLENDED 1980 CET TABLE

AGE LY 10000X  ABGE Lx 10000X AGE Lx 10000Y AGE Lx 10000X
0 88415 3.4 30 BO&LL4 S3.66 0 1345748 4.47 50 1174481 7.3
1 agtis .93 51 80158 6.10 1 1339784 1.70 51 1147822 1.93
2 BBOIO .89 52 79646% &4.60 2 1337504 1.64 52 1158561 8.38
3 87932 .B6 93 79143 1.1 3 1335312 1.61 53 1148421 9.31
4 87874 .84 54 78574 7.77 4 1333182 1.59 54 1137927 10.10
] 87802 . Bl 55 77963 8.43 5 1331042 1.56 5SS 1126434 10,96
& 87731 .78 34 77308 f.11 & 1328964 1.33 56 1114088 11.84
? 876463 .16 57 Te404 g.7% 7 1326933 1.5 $7 1100897 12,23
B 87598 .72 58 75854 10.48 g 1324929 1.47 S8 1084882 11.42
9 a75s33 VT 59 73059 $1.23 9 1322981 t.46 39 1072080 14,60
10 ar4rt 70 40 74216 12,05 10 1321049 1.43 40 1056428 15.47
11 araio .7 41 13322 13,01 11 1319133 1.45 41 1039874 16.91
12 87348 .77 42 72368 14,14 12 1317207 1.52 42 1022290 1B.IB
13 87281 .84 63 71345 15.50 13 1315205 1.59 53 1003500 20,15
14 87208 .94 1] 70239 17,03 14 1313114 1.49 &4 982279 22,14
19 87128 1.05 &5 59043 18.71 15 13106895 1.80 45 9461509 24.32
146 87035 1,15 bé 47751 20,44 16 130B53% 1.90 66  93B125 26.60
17 86935 1.24 &7 66343 8.3 17 1306049 1.%99 61T 913171 2%.00
18 86827 1.31 &8 64884 24,17 18 1303450 2.06 58  BBbLBY 31.42
19 B&713 1.36 69 83318 26.18 19 1300785 2.1 6% 858829 34.03
20 84595 1.3% 70 41458 28.45% 20 1298020 2.14 70 829403 36.9¢
2t 84475 1.41 7t 59904 31.10 21 1295242 2.1% 71 798914 40,42
22 86353 1.42 72 58041 34.27 22 1292444 2.17 72 74641k 44.55
23 86230 1.42 73 56052 38.02 23 1289639 2.17 73 732463 49.43
24 84108 1.42 74 33921 42.32 24 1284840 2.17 74 494257 85,02
25 83984 1.40 75 51439 47.03 25 1284048 .15 75 457949 61.17
2& 85844 1.41 74 49209 52.18 26 1281287 2.1% 76 617702 47.82
27 B5745 1.42 77 tbb641 57.57 27 127851¢% 2.17 77 575803 74,84
28 B3623 1.44 78 43954 63.21 28 1275745 2.1% 78 532710 82.47
2 85500 1. 46 79 11178 69.29 29 127295 z.21 79 488937 ?0.08
30 85375 1.50 8O 18325 78.04 30 1270138 2.25 BO 444894 98.85
31 85247 1.55 81 35411 83.72 31 1267200 2.30 81 400914 108.84
32 85115 1.40 82 32444 92,52 32 12643465 2.35 2 357280 120.28
33 Bagv7e 1.8 83 29444 102,65 33 1261394 2.41 B 314304 133,45
34 94838 1.75 -1 26422 113.82 34 1258354 2.50 B4 2723142 147.97
35 84690 1.83 ] 23415 125.%3 35 1253208 2.38 BS 232081 163.7)
36 B4535 1.93 B& 20466 {3B.78 36 12531970 2.70 85 194070 180.41
37 B4ATTO 2.0% 87 17624 152.39 37 1248590 2.B4 87 159058 198.11
M 84194 2.25 88 14940 164,68 38 1245044 3.00 88 127547 216.48
19 84005 2.45 89 12450 181.78 39 1241309 3.20 89 99910 275,29
40 83799 2. b4 %0 10187 197.78 0 1217337 J.4% 90 78302 257.11
41 81574 2,90 91 8172 215.12 41 1233058 3.77 91 S4B 279,64
42 aIII4 3.1% 92 s414 234,03 42 1228407 4.10 92 40B32  304.24
43 83071 3.41 93 4913  255.85 43 1223171 4.43 93 28409  332.41
L1} 82788 .68 94 J636  282.58 44 1217951 4.74 98 189466 347.35
435 92485 3.9 935 2623 319.7¢ 45 1212154 5.15 95 11995 415,69
46 82158 4.24 96 1784 377.41 46 1205911 3.51 24 7009 490,63
a7 eislo 4.53 97 nn 476. 28 47 1199268 5.%2 97 3570 619,07
48 B143B 4.B9 98 582  £354.10 48 1192168 6.346 b1 1360  BS2.9%
49 81040 5.26 99 200 1000.00 4% 1184584 6.84 929 200 1000.00



AGE

- = O

Lx
75108
74871
74502
74738
14877

ThELT
74558
78501
FLIYY
743593

74341
74289
74237
T41B2
74123

74059
13989
73913
73832
71747

71639
73589
73478
73386
73293

73199
731035
73010
72914
728184

72718
72513
72508
72398
72282

721482
72034
71903
71760
71408

71440
71239
71062
T0B47
T0817

70371
70107
9825
693235
59204

PIVOTAL ABE IS
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BLENDED 1980 (5D & 1980 CET MORTALITY TABLES

45

BLENDED 1980 CS0 TABLE

1o000X
3.15
92
.83
.82
81

.79
T
.74
.71
.70

1.09
t.19

1.22
1.24
1.25
1.27
1.28

1.29
1,30
1.3
1.35
1.38
1.42
1.47
1.32

1.66

Lx
68842
68494
48104
47687
87237

44754
56238
634684
65099
64483

43833
63147
52418
61433
60788

$9870
5BB73
S7BO4
36659
55444

S4158
S2794
51338
49774
48088

45264
44301
42204
39987
17647

33257
327468
Jo202
27573
24894

22197
19522
16915
14422
12087

9943
8014
4320
48460
3628

2610
1779
1o
582
200

+4¢  RATIO OF MALE LX TO TOTAL LX IS 202

10000%
5.3
5.70
6.15
h. b3
1,19

T.74
8.34
8.%1
9.47
10.08

te. 73
11.335
12.54
13.74
13.10

15,462
18.1%
t9.81
21,45
23.19

25.19
21.57
30.43
33.92
37,94

42.43
47.33
32.33
59.03
43,98

70,495
7B. 26
B7.04
97.13
108.33

120.32
133.53
147.37
161.93
177.40

193.80
211.61
231,05
233.4
280,85

318.37
37t
4735.72
5546.09
1000.00

AGE

R - O

BLENDED 1980 CET

Ly
1080889
1076457
1074459
1072940
1671255

1049584
1067937
1044324
1064735
10463180

1051638
1040099
1058542
1056983
1095347

10535648
1051857
1049963
1048053
1045062

1044033
1041974
1039902
1037822
1035728

1033423
1031514
1029399
1027278
1025121

1022937
1620717
1018451
1014139
1013774

1011328
1008810
10046187
1003430
1000520

997448
994135
90577
9BLLEA
82510

978049
973274
948188
952774
957007

10000%
410
1.87
1.60
1.57
1.58

1.54
1.5%
1.49
1.46
1. 43

1.45
1.45
1.49
1.53
1.81

1.70
1.78
1.94
1.90

2.17

2.27
2.33
2.41

2.4%9
2.60
2.74

3.07

TABLE

Lx
9508463
44302
937305
929807
F1T44

F13144
903932
§94133
8837179
372900

Bb145
849422
Blbabd
B2302%
808327

792440
775335
736998
737503
715938

485320
472548
448444
622792
395327

5463945
534744
501843
457372
4322%8

375344
35%%40
323320
284736
250521

215240
181518
1350007
121289

95741

73641
55103
39943
27907
18739

11902
5976
3564
1340

200

451

10000x
5.90
7.41
g.00
8.46%
9.33

10.09
10.64
11.38
12.31
13.10

i3.98
13.02
16,30
17.86
19.63

21.61
23.85
25.73
27.89
30,15

32.75
15.e4
37.58
44,10
49.32

35.14
51.53
58,29
75.44
83.17

9L.85
101.74
113,15
124,30
140.83

154.48
173.3¢9
191.38
210.51
230,62

251. %4
275.09%
300.37
329.47
364,84

413.88
489.07
618,44
852.92
1000.00
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POLICYIWHOLE LIFE

APPENDIX F RUN DATE1983/11/18
--—-= ISSUE AGE 45

NORTALITYI1980 CSO ANB (KT 100ZM/000TF 1980 CSO ANB ULT 100XM/000XF 1980 CSD ANB ULT 100IM/0001F

INTEREST { 4,000% 4,0002 4.0002
PERIODS ISINGLE INTEREST RATE SINGLE INTEREST RATE SINGLE INTEREST RATE
INKEDIATE DEATH BENEFITS INNEDIATE DEATR BENEFITS IMMEDIATE DEATH BENEFITS
CONTINUOUS PRENIUMS CONTINUOUS PREMIUNS CONTINUOUS PRENIUMS

FACTORS 3 NAP=  20.88427 B o= 20.88627 B* = 20,88627
NFE= 2,17033 = 102013 B 0,00000
NFRs 0.00000 ALPHA=  4,54022 ALPHA= 20,88427
= 3610784

:I;T DUR  STATUTORY CASH VALUE CRVM RESERVES NET LEVEL RESERVES

t

“ 1 0.00 0.00 18.69

&7 2 0.00 17,35 .75

8 3 16,93 35.09 S1.19

49 4 5.4t 5.3 49,03

b - 427 Han 87,23

31 & 73,52 70.43 105.81

2 7 93,14 109.89 124,74

28 113,08 129.44 143,97

LI 133,28 149.28 183.48

= 10 153,73 189,36 183.22

6 11 174,42 189.67 203.19

7 12 195,33 210.1% 223.37

o8 13 216,48 230,96 23.79

914 232,87 251,95 284,43

&0 15 59,49 273,17 285,30

81 16 281,32 294,60 308,37

82 17 303.32 316,19 327460

63 18 32341 337,87 348,72

&4 19 347,53 359,58 70.27

& 20 359,83 381,27 391,40

66 21 391,47 402,91 412.87

& 2 413,64 24,47 434.07

68 23 413,56 45.78 455,23

& n 457,44 457,44 476,35

n N 927 488.87 497.42

n 2% $01.00 310,22 918,37

n 7 522,31 RX) PR ) 339.15

nax® 543.48 52,11 359,58

nx 364,34 372,38 379.52

X 584.42 392,09 598.90
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POLICYIWMOLE LIFE
~=m=-- JSSUE AGE 45

453

NORTALITYI1980 £SO ANB ULT 050ZM/050XF 1980 CSO ANB ULT OSOIN/OS0TF 1980 CSO ANB WLT 050XM/0S0XF

INTEREST © 4,0002

PERIODS ISINGLE INTEREST RATE
IHMEDIATE DEATH BENEFITS
CONTINUOUS PREMIUNMS

FACTORS ¢ NAP=  18,48173

NFE= 1,92908
NFR= 0.,00000
E' = 33.32716
ATT DUR  STATUTORY CASH VALUE
AGE
% 1 0.00
7 2 ¢.00
48 3 14,03
49 4 30,55
W 3 47,46
S 4 4.1
a2 7 82,33
55 8 100,28
4 9 118,52
5 10 137,05
% 1 155.86
3 12 174.%7
8 13 194.41
37 14 214,21
&0 15 234,38
61 16 234,88
82 1 275.69
63 1B 296,73
64 19 317,94
85 20 33%.17
66 21 350,46
87 22 381.85
8 23 403,32
49 24 424,94
05 446,75
2 468.87
72 27 470,60
7B 512,41
74 2 533,94
X 555,07

4.0007
SINGLE INTEREST RATE
IKHERIATE DEATH BENEFITS
CONTINUOUS PREXIUMS

» 18.466173
B** ¢.87689
ALPHA=  4.03893

H "

CRVM RESERVES

0.00
13,51
3.3
47.41
64.21

81.17
78,48
116,11
134.03
152,23

170.71
187.48
208,58
228,03
247.85

267,99
288.43
309,10
329.91
I0.79

man
392,73
413.81
435,06
456,48

478.02
499,56
520,99
542,14
56290

4.0002
SINGLE INTEREST RATE
IMMEDIATE DEATH BENEFITS
CONTINUOUS PRENIUNS

B! 18.86173
B** ¢.00000
ALPHA= 18,64173

NET LEVEL RESERVES

14.92
30,20
45.83
41.82
78,18

94,88
111.93
129.30
148,95
164.88

183.09
201.58
220,39
239,33
239,07

278,91
299,05
319.41
339.91
340,48

381.09
401,79
422,56
443,49
44,59

485.81
$07.03
528.14
348.57
569,42
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POLICY:WHOLE LIFE
=-===- ]SSUE AGE 43

NORTALITY:1980 CS0 ANB ULT 075XH/025ZF 1980 CSD ANB LLT 075IN/025%F 1980 CSO ANB LT 075IM/0251F

INTEREST 3 4,000% 4,000% 4.0002
PERIODS ISINGLE INTEREST RATE SINGLE INTEREST RATE SINGLE INTEREST RATE
INMEDIATE BEATH BEMEFITS INSEDIATE DEATH BENEFITS IMMEDIATE DEATH BENEFITS
CONTINUOUS PRENIUNS CONTINUOUS PREMIUNS CONTINUOUS PRENIUNS

FACTORS ¢ NAP=  19,75455 B* = 19.75455 B = 19.79455
NFE= 2,04604 B = 0.94572 Bt = 0.00000
NFR= 0.00000 ALPHA=  4,31291 ALPHA=  19.75455
E'=  34,87019

ATT DUR  STATUTORY CASH VALUE CRVM RESERVES NET LEVEL RESERVES

AGE

4 1 0.00 0.00 15.78

47 2 0,00 16.41 31.93

e 3 15.45 33.20 48.44

47 4 32.92 30,38 65,35

0 9 50,78 87,90 82,61

) S 69.00 8.79 100,22

2 7 87.58 104.03 118.17

3 8 104,48 122,39 135.44

M 9 125466 141.43 154,98

S 10 145,13 160,54 13.79

% 11 164,83 179.89 192,63

37 12 184,80 199,50 212,13

58 13 205.05 219.38 231.70

3P 14 225,59 219.56 251436

60 15 246,41 260.00 271,68

8 16 267.53 280,74 292,09

& 17 288.87 301,469 312.71

63 18 310,358 322,79 333,48

& 19 1.4 343.99 354.34

& 2 33,53 345,19 3.2

6 21 I75.13 384,40 376,08

& 22 396.49 407,57 416,92

8 23 418.31 428,79 437.81

69 24 439,96 450,06 458,74

%% 451,67 471.38 a79.72

71 2 483,38 492,469 500,70

22 305.00 513.93 S21.40

73 28 926,39 534.93 542,27

4 29 547,38 395,50 362,56

N3 347,88 973,47 562,37
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POLICYIWHOLE LIFE
—=~=== ISSUE AGE 45

455

NORTALITY:1980 £SO AN ULT 020XM/07SXF 1980 CSO ANB ULT O25IM/07SIF 1980 £SO ANR ULT 025IMN/075%F
INTEREST § 4.000X

PERIONS ISINGLE INTEREST RATE

FACTORS

ATT DR

AGE
4
L)
48
A9
50

b))
32
33
54
55

57
58
39
60

6t
62
&3
b4
85

87

&9
70

Nn

3
7

N ode Gd B b=

O 0 0~

-

i1
12
13
14
15

14
17
18
19

21

P4
24

2IBYRN

IKKERTATE DEATH BENEFITS

CONTINUOUS PRENIUMS

L]
*

NAP=  17.60590
NFE= 1.81887
NFR= 000000
E' = 32.00738

STATUTORY CASH VALUE

0.00
0.00
12,469
28,33
44,33

80,69
77,39
94,43
111.8¢
129,48

147,49
165,82
184,35
203,70
223,31

243,32
263,74
284,45
30537
326,43

347,59
348,91
390.40
412,16
434,19

456,47
478.87
501.24
523.43
545,24

4,000%

SINGLE INTEREST RATE
IKHMEDIATE DEATH BENEFITS
CONTINUOUS PREMIUNS

B = 17,6059
= 0,81
ALPHA=  3.82390

CRVN RESERVES

-0-00
14.44
29.64
45,02
40,74

76.82
#3.23
109.99
127,07
144,43

182.13
180.14
198,35
217.38
236,65

26,32
276,39
296,14
317.30
338.00

He.7e
NN
400,87
422,25
443,91

445.81
487.82
509,81
331,44
533,47

4,0002

SINGLE INTEREST RATE
INHEDIATE DEATH BENEFITS

CONTINUDUS PREXIUNS

B* = 17,405%0
B = 0.00000
ALPHA= 17.405%0

NET LEVEL RESERVES

14,08
28,52
43.31
38,47
73,97

8¢.82
106,00
122,32
139.36
136,48

173.93
191,49
209.84
228,40
247.40

286,79
286,58
306,64
326,91
347,32

347.82
386,48
409.3t
430,39
4514

473,33
495.03
3671
538.24
359,36



456 NAIC Proceedings - 1984 Vol. 1

POLICYWHOLE LIFE
we==== JSSUE AGE 45

NORTALITY;1980 CSD ANR ULY OOOIN/100XF 1980 CSC ANB ULT QO0XN/100ZF 1980 CSO AND LT 000XM/1002F

INTEREST ¢ 4,000% 4.000% 4.0002
PERIODS SSINGLE INTEREST RATE SINGLE INTEREST RATE SINGLE INTEREST RATE
INMEDIATE DEATH BENEFITS INMEDIATE DEATH BENEFITS IMMEDIATE DEATH BENEFITS
CONTINUOUS PREMIUNS CONTINUOUS PREMIUNS CONTINUOUS PREMIUMS

FACTORS ! NAP=  14,58401 B* = 14,58401 B* = 15.58401
NFE= 1,71488 Bt = 0.75240 B = 0.00000
NFR= 0.00000 ALPHA=  3.54324 ALPHA= 16.58401
B = 30.73001

ATT DUR  STATUTORY CASH VALUE CRVH RESERVES NET LEVEL RESERVES

AGE

4 1 0,00 0.00 13,30

47 2 0.00 13.83 26,93

48 3 11.48 28,02 40.95

49 4 26,26 2.5 35,29

05 41.40 57,44 69,98

) I 54,90 72,48 85.02

2 7 72:77 88,28 100.41

38 £8.97 104,21 116.13

49 105,52 120,49 132,19

3 10 122.42 137.10 148.58

% 1 139,44 154.04 165.31

57 12 157,31 171,41 182.43

- & 175.40 189.19 199.98

W 14 194.00 207,49 218.03

80 15 213,12 226,29 236,58

61 16 232,77 245,460 255:44

2 1 252,88 265.38 27545

& 18 273.38 285.54 295,04

o 19 294,16 305,97 315.20

& 2 315.11 326457 335.53

6 21 336,28 347,39 355,07

& 357,64 348.41 376,81

68 23 79,30 389.69 397.81

&8 A 401,31 411.33 419.16

n % 423,69 433,33 440,87

N % 445,44 455.70 442,94

20 459,37 478,25 485,19

VAR 492,40 500.89 507.53

"nn 515.27 523,38 3272

7 30 537,86 545.460 951,44
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ATTACHMENT TWO-A3

TO: Mr. Ted Becker, Chairman, TSAG
FROM: Robert J. Johansen, Chairman

Society of Actuaries Committee

on Valuation and Nonforfeiture

Mortality Problems - Individual Life Insurance and Annuities
RE: Select Factors for Blended 1980 CSO Mortality Tables

The select factors for use with the 1980 CS50 tables are different for
males and females but select factors for use with the blended 1980 CSO
tables must themselves be blended.

The tables of ratios of male lx to total 1lx shown in the report of our
Committee indicate that for most of the insuring ages the ratios of
males and females in the blended tables do not differ significantly
from the ratio at the pivotal age. This suggests that the pivotal

age ratio can be used for all ages.

The select factors must alsc be weighted for the relative male and
female mortality ratées. Considering the nature of the select factors
and the need for a practicable seolution, it seems reascnable to assume
that female mortality is 60% of male mortality. Using the pivotal

age ratios (=z} and assuming female mortality is 60% of male mortality
the blended factors can be obtained from:

ZFJ,-_[z//oon[-;"+ o.t(l-z/xoo)&"] < [Z/foo + 06 (!-—Z/nu)]

where 2 is the ratio % at the pivotal age of lx male to 1lx total and

Fg and Fi are the male and female selection factors for year t and
tht is the selection factor applicable to the blended CSO table

havirg 2% male lx to total 1lx at the pivotal age.
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ATTACHMENT TWO-A4

PROPOSED NAIC MODEL RULE (REGULATION)
PERMITTING SMOKER/NONSMOKER MORTALITY TABLES
FOR, USE IN DETERMINING MINIMM RESERVE LIABILITIES
AND NONFCRFEITURE BENEFITS

Table of Contents

Section 1 Authority

Sedtion 2 Purpose

Section 3 Definitions

Sectiom & Alternate Tables
Section 5 Unfair Discrimination
Section 6 Separability

Section 7 Effective Date

Section 1. Authority

This Rule is promulgated by the Commissioner of Insurance pursuant to
Section (insert applicable reference to the Standard Nonforfeiture Law for
Life Insurance) of the (insert state) Insurance Laws.

¥

Section 2. Purpose

The purpose of the Rule is to permit the use of mortality tables that
reflect differences in mortality between smokers and nonsmokers in determining
minimm reserve liabilities and minimm cash surrender values and amounts of
paid-up nonforfeiture benefits for plans of insurance with separate premium
rates for smwkers and nonsmokers.

Section 3 Definition

A. As used in this Rule, "1980 CSO Table, with or without Ten-Year
Select Mortality Factor” mesns that mortality table, consisting of separate
rates of mortality for male and female lives, developed by the Society of
Actvaries Comnittee to Recommend New Mortality Tables for Valuation of
Standard Individual Ordinary Life lnsurance, incorporated in the 1980 MNAIC
Amendments to the Model Standard Valuation Law and Standard Nonforfeiture Law
for Life Insurance, and referred to in those models as the Comnissioners 1980
Standacd Ordinary Mortality Table, with or without Ten-Year Select Mortality
Fagiors. The same select factors will be used for both smokers and nonsmokers
tables.

B. As used in this Rule, "1980 CET Table means that mortality table
consisting of separate rates of mortality for male and female lives, developed
by the Society of Actuaries Cammittee to Recommend New Mortality Tables for
Valuation of Standard Individual Ordinary Life Insurance, incorporated in the
1980 NAIC Amendments to the Model Standard Nonforfeiture Law for Life
Insurance, and reierred to in those models as the Conmissioners 1980 Extended
Term Insurance Table.
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C. BAs used in this Rule, "1958 CSO Table" means that mortality
table developed by the Society of Actuaries Special Committee on
New Mortality Tables, incorporated in the NAIC Model Standard
‘onforfeiture Law for Life Insurance, and referred to in that medel
a5 the Commissicners 1958 Standard Ordinary Mortality Table.

D. As used in this Rule, '1938 CET Table" means that mortality table’
developed by the Society of Actuaries Special Committee on New Mortality
Tables, incorporated in the NAIC Model Standard Nonforfeiture Law for Life
Insurance, =d teferred to in that model as the Comissioners 1958 Extended

Term Insurance Table,

E. As used in this Rule, the phrase "stoker and nonsoker mortality
tables” refers to the mortality tables with separate rates of mortality for
emkers and nonsmokers derived from the tables defined in A through D of this
section which were developed by the Society of Actuaries Task Force on
Smoker /Nonsmker Mortality and the California Insurance Department staff and
recamended by the NAIC Technical $taff Actuarial Group.

F. As used in this Rule, the phrase "composite mortality tables" refers
to the mortality tables defined in A through D of this section as they were
originally published with rates of mortality that do not distinguish between
swokers and nonsmokers.

Section & Alternste Tables

A. For any policy of insurance delivered or issued for delivery
in this state after the coperative date cof section (insert applicable
-eference corresponding to paragraph 5-c¢ (11) of the NAIC Model
standard Nonforfeiture Law for Life Insurance) for that policy
form and before January 1, 198%, at the option of the company and
subject to the conditions stated in section 5 of this Rule,

( i) the 1858 €SO Smoker and Nonsmoker Mortality Tables
may be substituted for the 1980 CSO Table, with or
without Ten-Year Select Mortality Factors, and

{1i) the 1958 CET Smoker and Nonsmoker Mortality Tables may
be substituted for the 19B0 CET Table

for use in determining winimum reserve liabilities and minimum cash surrender
values and zmounts of paid-up nonfor{eiture bemefits.

Provided that for any category of insurance issusd on female lives with
minimua reserve liabilities mipimum cash surrender values and amounts of
paid-up nonforfeiture benefits determined using the 1958 €S0 or 1958 CET
Soker and Fonstoker Mortality Tables, such minimum values may be calculated
according to an age not mote than six years younger than the actual age of the

insured .

Provided further that the substitution of the 1958 CSO or
1958 CET Smoker and Nonsmoker Mortality Tables is available only if
made for each policy of insurance on a policy form delivered or
issued for delivery on or after the operative date for that policy
form and before a date not later than January 1, 1989.
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B. For any policy of insurance delivered or issu?d for de%ivery in this
state after the operative date of section (insert applicable reference
corresponding to paragraph 5-¢ (11) of the NAIC Model Stgndard Nonforfeiture
Law for Life Insurance) for that policy form, at the opticn of the company and
subject to the conditions stated in seztion 5 of this Rule,

( i) the 1980 CSO Smoker and Nonsmoker Mortality Tables, with or
without Ten-Year Select Mortality Factors, may be substituted
for the 1980 CSO Table, with or without Ten-Year Select
Mortality Factors, and

(ii) the 1980 CET Smoker and Nonsmoker Mortality Tables may be
substituted for the 1980 CET Table

for use in determining minimun reserve liabilities and winimun cash surrender
valuves and apounts of paid-up nonforfeiture benefits.

Seetion 5. Conditions

For each plan of insurance with separate trates for smokers and nonsmokers
an insurer may

{ i) use composite mortality tzbles to determine minimum reserve
ligbilities and minimun cash surrender values and amounts of
paid-up nonforfeiture benefits,

(ii) use smwoker and nonsmoker mortality tables to determine the
valuation net premiums and additional minimun reserves, if
any, required E; section (insert applicable reference
cotresponding to section 7 of the NAIC Model Standard
Valuetion Law)} and use composite mortality tables to determine
the basic minimun reserves, minimun cash surrender values and
amounts of paid-up nonforfeiture benefits, or

{iii) use smker and nonsmoker mortzlity to determine minimum

reserve lizbilities and minimun cash surrender values and
amounts of paid-up ponforfeiture benefits.,

Section 6.  Separability

If any provision of this Rule of the application therzof to any persom or
circunstance is for any reason held to be invalid, the remainder of the
regulation and the application of such provision to other persons or
circumstances shall not be affected thereby-

Section 7. Effective Date

The effective date of this Rule is January 1, .1984.
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ATTACHMENT TWO-A5

REPORT ON 1958 C50 SMOKER/NONSMOKER
TABLES DERIVED FROM CERTAIN ASSUMPTIONS
AS TO THE DISTRIEUTICON OF SMOKERS AND
NONSMOKERS AND THEIR MORTALITY

JOHN T. GILCHRIST, F.S.A.
ABSTRACT

The 1958 C50 tables are composite smoker and nonsmoker tables, The lesser mortality being experienced by nonsmokers
permits jower gross premiums: however, the lowering of gross premiums is inhibited by deficiency reserve requirements.
Scparate tables are necded. The 1958 CSO table has been accordingly separated into its components, and the results are
presented herewith.

I. THE APPROACH

The approach used is the same as that of the Task Force of the Society of Actuarics on smoker/nonsmoker meortality, Their
merhods for the separation of the 1980 CSO tables have heen applied to the 1958 CSO table. A ratio of smoker/nonsmoker
mo-tality is required together with a ratio of smoker/nonsmoker participants. These ratiog permit a separation of the
composite table into its pares, The formula is applied to the Basic table, which is then loaded.

1L ASSUMPTIONS

Two approaches to the sclection of the ratios have been considered, One approach is to use the distributions prevailing at
the time the table was prepared, another the ratios ar the time when the policies are to be issued. The former would seem to
be appropriate for separation of the table into the underlving experience, the larter would produce aggregate reserves more
in keeping with the aggregate rescrves on the composite table for the vurrent distriburion of business, Both arguments are
persuasive, only one can be uscd, but the former was chasen since thac represents mare closely the experience contributing
to the construstion of the 1958 CSO Tables. Use of the smoker/nonsmoker distribution at date of issue will bring cut
aggregate, reserves and minimum nenforfeiture values differing from the 1958 CSO tabular reserves and values duc to the
shift in smoker/nonsmoker distribution since the tables were developed, In real life the distribution of smokers will differ
from the assumptions as they will be the current and future distributions so that any expectation of reproducing aggregate
resITVes On current issues is inappropriate. Decisions are required about the loading formula. Loadings of the form of the
reciprocal of an annuity serve to maintain the same dollar reserve, the only effect of the loading being to increase or decreasce
deficiency reserves. Another approach could be to use the same dollar loads for both the smoker and nonsmoker tables as
was uscd in deriving the composite table. The latter approach was used by the Society Committee for the 1980 C50 tables
and this precedent has been followed here using the 1958 CSO loads.

It should be pointed out thar no studies have been disseminated on deficiency requirements, although there are hints of such
work in the Guertin Reports of the 1940s. Unril such studies are made, the determination of what constitutes an appropriate
load is quite an arbitrary matter and can be argued interminably as long a5 the basic facts are not available,

The basic and final 1958 CSO tables used are those published in the Proceedings of the National Asscclation of Insurance
Commissioners 1959 Vol [, pages 224 and 225, The rarios sclected were applied to the basic table and the margins as
puslished were added to the result.

Ratios applicaole to the 1958 CSO experience do not seem to be directly available. The best estimate seems to be to use
general population experience. Tables 2 and 4 in the Appendix to the 197% Report of the Surgeon General was involved in
the determinarion of the 198G split by the Society of Actuaries Special Committee which used the dara from the 1970s
for the split. Using datz from the same source for the 19507s set of ratios was developed for the 1958 CS( tables,

111. CONSTRUCTION OF CSO TABLES
The separate tables were derived from the composite table using formulae developed as follows:
Let a = the ratio of smokers in the total populations invelved, b = the ratio of smoker to nonsmoker mortality

Then the nonsmoker g equals the composite g divided by (1-a +z2x b}
And the smoker q equals the nonsmoker q multiplied by b.
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These formulae were applied to the basic q s published in the 1977 Proceedings of the Nztional Association of Insurance
Commissioners. A loading equal to the composite loading used in developing the 1358 CSO tables was then added to each of
the resulting rables.

V. CONSTRUCTION OF CET TABLES

These tables were derived from the loaded 1958 CSQ smokers, nonsmokers, male and female rables by applying to each table

the loading formula used for the 1958 CSO and 1980 CSO composite tables viz. the greater of 75 deaths per thousand or
30% of the CSO Table.

V. CONSTRUCTION OF AGE LAST BIRTHDAY TABLES

Somewhat different processes were used in deriving age last birthday tables from the age nearest birthday tables for the
1958 CSO and 1980 CSO tables. The 1958 CSO process was followed here. The formula assumes a uniform distribution of
deaths and is as follows:

+(1 1/¢2

G = Hoy =900 Mg, ! 8279,

This formula was applied to cach of the four age nearest birthday tables independently of each other.

Vi SEX

The 1980 procedure was to use sex-distinet valuation tables and then distribute the mortality rates according to the separate
male and female ratios of smokers to nonsmokers and smokers to the composite. This method was considered for the 1958
tables. However, the original tables are not sex-distinct, but rather rely on age set-back procedures. These age set-back
procedures are also incorporated into the Standard Nonforfeiture and Valuation Laws, Current controversies over the use
of unisex rates will also be averted by not having separately prepared tables which would add ro the various situations which
can be introduced into unisex arguments, Under these circumstances it seemed mote appropriate to sacrifice some actuarial
purity and mainzain consistency with the present 1958 CSO procedures. Accordingly only male tables are presented. Female
tabics can be generated by using whatever age set-back might be desired.

VII. TABLES

There are four tables attached,

Table I shows a selection of the proposed rates, along with those for the 1958 CSO table for comparison purposes.

Table 11 shows the basic data and the derivation of the basic smoker/nonsmoker tables.

Table Il shows the loadings, and the resulring loaded rates for smoker/nonsmoker classifications,

Table 1V shows for comparison minimum cash values at 5 1/2% and reserves at 4 1/2% - separate and composite,

Table V shows the 1958 CSO loaded tabies for smokers and nonsmokers, the loadings used to develop the 1958 CET tables,
and the resulting CET tables.

Table VI shows the four age nearest birthday (ANB) tables and the four age last birthday (ALB) tables derived from the four
age nearest birthday tables. [Editor’'s Note: These tables appear at 402-409.]

VIII. REFERENCES

Reporr of the Commirttee for the Preparation of Monetary Table: 1958 CSO and CET rables on the Age Last Birthday Basis
TSA XII page 607

Report of the Industry Actuarial Advisory Committee TSA X page 693.
Report of the Industry Actuarial Advisory Committee Proceedings NAIC 1959 Vol. | page 213.
1980 CSO and 1980 CET Mortality Tables on an Age Last Birthday Basis TSA XXXIII page 671.

Socicty of Actuzries Task Force on Smoker/Nonsmoker Mortality Report - October 3, 1983,
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Nonsmoker

Smoker

final report of the Soviety Committec.

COMPARATIVE (2s*1000

Age

25

43

65

25

45

65

Age Nuarest Birthday

Derived

58 CSO

1.64

6.67

41.44

163

1980
50
Noic 1

21.13

2.14
6.27

36.29
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0IVLSIU OF 54 CSO HALE BASIC TABLE INTU SMUKER ARD NON-SMUKER COMPOLI .

TABLE 11

PERCENT

SHOKERS

0.6
1.8
6,1
12.6
23.2

37.5
50.0
53.8
56,5
58.8
61.0
62.5
63.5
63.%
64,1

64,2
&4,2
64,2
2.1
64.0
63.9
63.7
63,4
63,0
626

2.2
61,7
1.1
60.4
59.5
$8,%
58.3
57.7
St.1
Sb.b

S6.1
55,5
34,8
53.9
S2.8
51,5
50,1
qb,b
at.v
95,49

RATIO OF

SHOKER TU
HON=-SMUKEH
MURTALITY

LEVELS

1.50
1.51
1.53
1.55
1.57

1.60
1.63
1.66
1.69
1.72
1.75
1.78
1.862
1.87
1.93

2.00
2.07
2.13
2.18
2.22
2.25
2.28
2.31
2.3a
2.37

2,40
2.43
2.45
2.47
489
2450
2.49
2.48
2,47
2.26

2,45
2.63
2,40
2.3
.31
2.23
2.18
2.11
2.03
1.96

58 €SO
Hasic
1000 @

0.56
D.53
0.70
0.78
0.80

0.84
v.87
1,89
0.91
.92
0.93
0.95
0.97
1.00
1.04

1.08
1.13
1.18
1.24
1-31
1.41
1.53
1.68
1.88
2.10

2.36
2.b5
2.95
3.28
3.648
4,03
A.46
4,94
5.47
b.0b

6,71
T2
8.1%
9.03
9.94
10.93
12.02
}3.22
14,54
15,94

BASIC
MON=S40KER
1000 G

0.56
Q.62
0.58
0.71
0.71

0:6%
6.66
Q.66
0.65
0.6S
0,64
o‘eu
0.019
[ .2}
0.65

0.66
0407
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0.71
Q.74
Q.18
¢.84
0.92
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1.13

1.26
1.41
1.56
1.73
§.93
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TALULE 111
MALE LUALED HaLE LOALEY
SHUKER MALL HUN=SUKER MaLc
BASIC SMUKEHR BASIC NON=SMun=~

AGE 1ou G MARGIN 1090 u 1000 W MARGIN 100y
15 U,s8 0.90 1.74 0,56 0.90 1.4
15 0.94% 0'91 1.0% Q.EE 0,91 1-55
1? .08 Va92 1.9¢6 0.08 0,92 1.0V
13 1.1v 0.93 2.u3 Q.71 0,93 -1
19 1.11 0,949 2.U5 V.71 0,94 1.6
2y 1.10 0.9% 2.vS U.69 0.9%5 la.b4
21 1.06 JdaYe d.lé Obe 0.96 l-cd
22 1.40 0.97 2.7 .66 .97 1,08
23 1.10 0.98 g.00 0,65 U,.98 luns
el 1.12 Q.99 2.11 0,85 D.99 | Y]
4] 1.1¢ 1.00 2.12 0.bd 1.00 1eod
2b 1.34 1-01 .15 O.Gf'l 1.01 l.95
27 1,16 §.02 2.1b Q.54 1.02 1,0b
28 1.20 1.03 2.23 0,64 1.03 lao/
29 t.25 1.v4 2.89 0,65 1,04 l.09
30 1.3% 1.05 2.357 g.66 1.U5 1.7}
31 1.39 i.06 2.45 0,67 1.00 1,72
33 19“5 1007 E.bE 0.0H 1.07 1-75
33 1.55 1408 2.03 0,71L 1.08 1.79%
34 1.64 1.04 2.73 0,74 .09 1.03
35 J.70 1.10 2.86 0.8 1.10 i.c0
55 1,92 I.11 1.03 0,84 1.11 1.2
Y 2,13 t.12 3.4 0.9 1.12 goiv
33 e.39 1.13 3,52 1.u2 1.13 2.1b
39 2.b3 fal5 3.43 1.3 1,15 2.20
Q0 3. 02 1.17 4.1% 1.26 1,17 2.45
d1 3,43 1.19 4,68 1,41 1.19 2.60
az 3.32 122 S5.04 1.5¢% 1.22 c.78
43 4,30 1.25 S.9Y 1.74 1.2% 2.9
49 4,61 1.2¢8 b.09 1.93 1.8 5,21
45 $.395 1.32 t.b7 2,14 1.32 S.tn
as S5.95 1.37 7.32 2.59 1.37 L
47 b,.b0 t.492 d.u2 2.tk 1,42 u,ys
4y T.34 1.44 g.82 e.97 1.48 4,ud
oy 6.17 1ebd 9.71 3.52 1.94 4,00
S0 9,07 1eb1 10.68 3,70 1.61 5,31
S1 10.v8 1.09 11.75 4,14 1.09 2.0
s2 t1.11 1.77 1e, 88 4,63 1.77 Deal
93 12.30 1.806 14,10 S.21 186 Tadd
3% 13.98 1.9 19,494 S.9d 1.%0 ez«
9o T 2.7 17.0s8 b.8Y% 2.07 B.7¢
Ex 15,40 2.19 18,55 7.9% 24189 9,74
57 18,1 2.5¢2 2U,bu 8,29 2.52 10.%1
1 19,09 2okt 24,35 ¥,50 T 12 .22

A 2l.b1 2.0l éd,ue 11,13 2e61 15.¢<
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TABLE III

MALE LOADED MALE LOADE D

SMUKEK MALLE NUn=SMUKER MLle

dAS 1L SMUALER #ASIC NON=SOK
AGE Loud & MARGIN 1ove & iove O MARGIN 100y o
&0 23.94 2.78 2b.72 12.60 2.78 15,453
bl 26,24 2.98 29,21 14,18 2,94 17.1¢
62 ed.at 3.21 31,08 15.93 3.21 19.14
63 31.35 3,48 34,03 17.81 J.up 2l.24
b3 34.21 3.79 38,00 19,49 3.79 23.68
-3 371.30 4,14 4].494 22.20 4,14 eb, 35
65 40.66 4,53 48,19 248.79 4.53 29.452
67 4,24 4,96 49,20 27 .65 4,98 32.01
X a8.11 S.4a4 53,5% 30.84 S.44 Ib.2
69 52.36 5.95 58,31 34,22 5,925 q4o.t!
70 56,78 6,49 65,27 37.85 (] 4a, 54
11 6l.27 7.086 08,33 41,68 1.00 g, 74
72 b3.7¢ 7.6% 73,41 45,67 7.05 53,52
13 10,25 B.25 76,50 49.62 8.25 S8,07
74 T4,82 6,89 83.71 S4.2¢ 8,89 63,11
15 719,66 9.57 89,23 59,01 9,57 bb,5%2
5 85,35 10,33 §95,.68 64.17 10,33 Ta,.50
7 91.b6 11.18 102.54 b9.97 11.18 81,15
15 98,66 12.14 110,80 Th.48 12.14 Bo,.0d
79 106,24 13.20 119,44 81.65 13.2¢ 96,€5
b0 114,286 14,34 128.60 91,41 14,34 105,75
81 122.63 15,57 138.2¢0 99,70 15,57 115,27
de 131,20 16.45 1448,0% 106,43 16.85 i25.2%
83 139,87 18,18 1%8.05 117,54 18,18 135.7¢
84 148.06 19.56 168,22 127,06 19.56 lae.t2
85 157,60 21.02 178,02 137.04 21,02 150.Ub
1] 166.71 22 .59 169.¢6 147 .53 22.55 JTV.00
87 176,06 ed.15 2vo0,21 158,61 e4.15 182,70
1] 185.75 25.86 ell.tl 170.41 25,86 190.27
89 195,99 27.71 e24.7¢ 185.17 27.71 2i0.to
90 207.09 29.76 236,85 197.23 e9.76 226,94
1 2el,28 32.06 253.34 212.77 32,06 cUdu, L5
9e 237,43 34,069 212.1¢e 230.51 34,69 2e9.2v
93 25%,.97 371.83 293.80 250.99 37,83 288,74
94 e77.37 4i.76 319,15% 2l4.62 41,76 310,50
95 303,v3 48.21 351.24 305,03 48.2) IS] .28
9 345,38 57.20 409,56 343,30 571.20 40,30
97 q09.7% 78,63 488, ue 469,79 78,863 48b.42
96 522.62 145,53 bbl,.15 See.be 145,53 b6B.1Y
99 706,55 e9].4% 10U0.vY 708.%% 291,44 1000 VY

109 1v00,00 000 1000.00 10006.00 ¢.00 1000, by
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Casn valbks MaLt 3.5%

Ta3LE IV
5“3 CSU LUALED
Issue 4 LSV CUMPL ;7
AGE TEAK Alig SHUKER NUW=SHOKENR £ SMUKENR Chbrm 4. .-
'*t!tﬁﬂtililitltttll-l!lttt!!tltllI!’Itltt!ﬁ*lll't.it!ttlt“klttall’it‘tttla' CRCEE S W]
r:]
2 0.0y 0.uv 0.00 0,635 [T
3 Q.04 .00 v,.G0 O.b5Y U,
4 Q.00 l.ue V.00 0,64l Vo
S 4,080 8.b8 1.19 U.bag B,
10 43,32 S52.75 34,81 0,639 Gp.z/
15 91.20 107.3¢0 17.62 u.628 Yo
el 148,24 171,24 130,50 0.589 154, -
35 380,77 405,54 3s4,12 0,438 3o,
NET 2.367%0 1 9.35067 7.28223 0.610 6,543
a%
e G,u0 G.00 0.00 0.517 U, . 2
1 12.94 17.12 11.99 0.5%71 [
q 29.58 35,64 21.12 0,566 Sé.2-
5 46.22 H4,.51 43,99 0,961 44,
10 135.93 153,27 133,41 0,515 188,
15 235,38 25b .83 233,46 0,858 duv, /s
v 335,05 360.01 338,59 (O 1-1-1 Sev, s
a5 619.16 beb,22 629,03 0,148 s2d.
el 21.,30134 24,73001 18.38242 0.539 2eallnri
bh
] 18.1% 19,81 20.68 ¢.327 BV, e
5 “9137 51.98 55.&0 0'515 =B
q 81.1% 84,34 86.04 ¢.300 Y. 23
5 jt12.u2 113.9¢ 117.98 0.288 1o, i
10 £el,.25 £57.5%9 270.83 0.232 Y
1% Wiy, vs 391,78 413,35 0,145 dub, v
eu Sel.uav H02.41 S34,%2 U.1%9 Bew, i
35 1ovo, v 1000,00 1¢ov,00 0.1v0 1uvy,

neT 03.3n27y T5.01048 $9,3785%2 0.358 LRV R
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KESERVES MALLE 4,5X CRVH

ZABLE 1V
Sd (S0 LUAUED
159JE Y4 Cau Cuvir iy 4
AGL TEAW: And SMUKLR NUN=SMOKER 4 SMUKEk aroL s
AN R R A A AT I A P AR R A AN NN R RN R RN A N AR RN AR AN IR AN RPN S I NN AU RO N AN RN NN AT a v oaw
25
2 7.09 b.02 6.23 Qe 3h 1.57
3 14,49 lb.359 12,74 0.639 I nf
4 e2.20 25,11 19,55 G.bul e3.1:
S 30-22 3“.15 26'55 O bl ).
iv 75.49 85.17 67.12 0.639 fe. s
13 129,75 165.%3 116,%06 Q.b2e 144,15
cu 192.15 214,95 17%,.3s 0.589 1Y%6,c0n
35 419,42 454,10 407 .24 6,43 ket,lo
NET 8.65055 9,71592 7.53102 G.610 B.80%01
45
e 17.350 19,42 l16.44 U.577 1,19
3 34,96 39.18 33.37 0.571 2,22
q S2.498 59 .24 S5U0.79 [ I-1-11 53,57
S Ti.53 79.90 66.69 Vo561 4.9
10 167 .47 184,25 165,05 G.515 17u,.94
| §) 269,17 291.54 eb3,.09 0.458 279.:9
29 372.72 396,38 3Te.77 0,358 LY
as 650,89 657 .99 bbv. 76 Q.185 ol ,Jz
RET c2.0353u7 29.44629 19.2704% 0,584 22.9031 4
63
2 33.54 34,07 34,91 0.327 Ad, 04
3 bb-bb b-,oab °9.33 00313 ba.?ﬂ
'] 99,23 100,02 103,11} 9,300 jve,lo
5 131,18 131.01 136,26 V.254 18d, 8¢
10 283,13 278,69 293,06 g.2452 289,73
19 LT-2 Y4 4§3.74 H3b .97 0,185 Hic,2s
2y Saa,ye S25.73 YS6.456 0.15¢0 591 .9
35 100¢ . v 10¢u .0 1000,v0 0,100 ldvv,.uag

NET 65.4854% 74,37d12 6U,43104 0.35¢8 63,4239} 4
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TABLE V{Contd.)
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ATTACHMENT TWQO-A6

PROPOSED AMENDMENTS TO NAIC MODEL RULE (REGULATION)
FOR RECOGNIZING A NEW ANNUITY MORTALITY TABLE
FOR USE IN DETERMINING RESERVE LIABILITIES FOR ANNUITIES

(Underlining indicates additions. Brackers indicate deletions.)

Table of Centents

Section 1. Authaority

Scction 2, Purpose

Section 3. Definirions

Section 4. Individual Annuity or Pure
Endowment Contracts

Section 5. Group Annuity or Pure
Endowment Contracts

Section 6.] 51 Separability

Section 7.( 61 Effective Date

Section 1. Authority

This Rule is promulgated by the Commissioner of Insurance pursuant to Section (insert applicable reference to the Standard
Valuation Law) of the (insert state) Insurance Statute,

Section 2. Purpose

The purpose of this Rule is to recognize new mortality tzbles, 1983 Table “a” and 1983 GAM Table, for use in determining
the minimum standard of valuation for annuity and pure endowment contracts.

Scetion 3, Definitions

Al As used in this Rule “1983 Table ‘a” ™ means that mortality table developed by the Society of Actuaries Committee
to Recommend a New Mortality Basis for Individual Annuity Valuation and adopted as a recognized mortalitv table for
annuities in June 1982 by the National Association of Insurance Commissioners

B. As used in this Rule “1983 GAM Table” means that mortality table developed by the Sociery of Actuaries Committee
on Annuities and adopted as 4 recognized mortality tabie for annuitics in December 1983 by the National Assaciation of
Insurance Commissioners.

Scctien 4, Individual Annuity or Pure Endowment Contracts

A. The 1983 Table “a” is la recognized and approved as an individual annuity mortality table for valuation and, at the

oprion of the company, may be used for purposes of cetermining the minimum standard of valuation for any individual
annuity or pure endowment contract issued on or after (insert effective date of 1976 amendments to the Standard Valuation
Law [H ).

B. The 1983 Table 2" is to be used for determining the minimum standard of valuation for any individual annuity or
pure endowment contract issucd on or after (insert date on or after the effective date of chis regulation).

Section 5. Group Annuity or Pure Endowment Contracts

A The 1983 GAM Table and the 1983 Table "2’ ure recognized and approved as group annuity mortality rabics for
valuztion and, at the option of the company, either table may be used for purposes of valuation for any anpuity_or pure
cndowment purchased on or after (insert effective date of 1976 amendments to the Standard Valuation Law) under @ group
ariuity or pure endowment contract,

B. The 1933 GAM Table is_to be used for determining the minimum standard of valuation for apy anpuity or purc
cndowment purchased on or_after (insert date on or after effective date of this regulation} under a group anouity or pure
endowment contract.
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Section 6 [5]. Separability

If any provision of this Rule or the application thereof to any person or circumstances is for any reason held to be invalid,
the remainder of the regulatrion and the application of such provision to other persons or circumstances shall not be affected
thereby.

Section 7 [&]. Effective Date

The effective date of this Rule is

EAFEE

ATTACHMENT TWO-A7

Ted Becker, A.S.A.

Life Actuary

Texas Board of Insurance
1110 San Jacinto

Austin, Texas 78786

Dear Ted:
RE: Actuarial Guideline V1

At the Technical Staff Actuarial Group meeting in St. Louis 1 agreed to prepare a draft of suggested changes to Actuarial
Guideline V1 relating to joint life insurance. My first attempt is enclosed.

My concern with the cxisting guideline and the previously suggested revision is that the language is not sufficiently direct,
leaving the guideline subject to differing interpretations. My understanding is that the intent of the guideline is to indicate
that joint whole life or joint nineteen pay life are to be used in applying the Standard Nenforfeiture and Valuation laws to
joint life insurance. It is also my understanding that nothing more is intended by the guideline. These understandings are
reflected in the enclsced draft. If my understandings are incorrect, it is obvious that there will need to be another draft,

I hope that my reference to “life status(es)” is sufficiently clear. This is one part of my draft that should be looked at
carcfully. The last sentence of my draft shows two alternatives. 1 would prefer to use the alternative that reads “‘also
applies.” This still begs the question of whether 2 last-to-dic policy can be based on a table involving a single last-to-die
status. I gather that it is the intention of our group to continue 1o beg this question. If the proposed text can be made
sufficiently clear, there should be no need for background material.

Tony Spanc has written 10 me requesting a copy of my draft and offering to comment on it. Therefore, T am sending a copy
of this letter and the draft to Tony. Please sec thar this etter is distributed to other people who are interested in the topic.

Sincerely,

J. Alan Lauer

Deputy Insurance Commissioner
Commonwealth of Pennsylvania

ACTUARIAL GUIDELINE VI *
INTERPRETATION REGARDING USE QF SINGLE LIFE OR JOINT LIFE MORTALITY TABLES
Draft 20 June 1983

The Standard Valuation Law and the Standard Nonforfeiture Law for Life Insurance apply to policies which provide joint
life insurance benefirs as well as to policies which provide single life insurance benefits. References in these laws to plans
such as “nineteen year premium whole life” or “a2 whole life policy . . . with uniform premiums for the whole of life’ are to
be interpreted as references to such plans based on the same life status(es) as the policy for which minimum reserves or non-
forfeiture benefits are being derermined. For example, if the net ievel annual premium on the ninteen year premium whole
life plan is needed to calculate the minimum reserve for a policy which insures two lives and pays a benefit at the first death,
the premium is to be thar for 2 policy which insures two lives and pays a death benefit at the first death. The same principle
would apply to a policy which insures only ane life, or a policy which pays a benefit at the first death of more than two
lives. The principle also applies te a policy that pays a benefit on the death of t-th life of n lives {t is greater than 1 but Jess
than or equal ro n}.
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ATTACHMENT TWO-B

151 Ta-—ngion Avenue Micnael E Mateja
~ : Vice Presicent and Actuay
sa~ord, Connecticut 05156 Corponte Actuaral
{203) 273-2151

Febrvary 1, 1982

Mr. Anthony T. Spano

Actuary

American Council of Life Insurance
1850 X Street, N.M.

Washington, D.C. 20606

RE: TASK FOURCE ON NON-LEVEL PREMIUM OR BENEFIT POLICIES
Dear Mr. Spano:

The purpose of this letter is to present a brief summary of

the findings of the subject Task Force and suggest that these
findings may be ¢f interest to groups working to revise the
Standard Valuation and Non-Forfeiture Laws. While the efforts
of the Task Force focused on policies with unusual premium or
benefit patterns, the findings included concepts which I believe
are generally applicable to all life insurance policies.

The report of the Task Force %o the ACLI Actuarial Committee
defines the problem and describes the proposed solution in
considerable detat). The following descriptions focus on the
problem and the proposed solution at a conceptual level,

Minimum Cash Values

The analysis which the Task Force conducted revealed one

rather simple principle that represents the cornerstone of the
proposal. The non-forfeiture factor (i.e., the uniform
percentage of the gross premium) must accumulate sufficient
premium over the scheduled premium-paying pericd to mature the
premised benefits which, in the case of a whole life plan, is
simply an endowment for the face amount. The problem for certain
non-level premium and benefit policies has beern that the non-
forfeiture factor applicable over the entire premium-paying
period accumulates too 1ittle premium during the early policy
years to mature benefits during that period. Schematically, the
problem is as follows where the curve represents the progression
of minimum cash values based on the standard non-forfeiture
factor and E is a cash value or endowment available at age (x+t).

#Etna Life Insurance Company / The Atna Casuaity and Surety Company
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E-——------------.

Initial x+t
Expense
Allowance

In order to develop minimum cash values that grade to E, a new
non-forfeiture factor, higher than that based on the scheduled
premium-paying period, must be developed reflecting all death
benefits prior to (x+t}, the initial expense allowance and the

cash value and endowment benefits available at (x+t). This, in
somewhat oversimplified terms, is the essence of the recommendation
developed by the Task Force.

Two major concerns were expressed with respect to the Task Force
recommendation. The first was that when a policy provides any
cash benefit, £, in excess of minimum cash values based on the
standard non-forfeiture factor, the recommendation produced
increased cash values at all earlier durations. Many insurers
offer plans which provide minimum cash values for a period of
years and then grade to the NLP reserve at the 20th year. Such
plans would require higher than minimum cash values at the early
durations in accordance with the Task Force proposal.

The second concern, expressed primarily by the writers of deposit
whole life business, was that cash values were available much teoo
soon and in amounts so large that they would force material
increases in price,

The Task Force never formally addressed these concerns as the
initiative to solve the perceived problem followed a less technical
or more expedient course. I was part of a group here at Atna
which developed the following proposal that is consistent with

the work of the Task Force and would permit the non-forfeiture
factor to vary over the benefit period in such a way as to be
responsive to the above concerns while preserving the principle
that sufficient premium should be accumulated to mature all death,
endowment and cash value benefits.

Let 90 t represent the non-forfeiture factor sufficient to provide
all “*" death benefits prior to t, the initial expense allowance
and the cash and endowment benefits available at t.
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SNF
- PVO(D}flf PVO(Et) + PVO(CVt) + E

Po,t LABE

Where: E + cvt > minimum cash value based on ﬂo . the standard
non-forfeiture factor based on the
scheduled benefit period,

PVO(D}E] represenrts the present valuve of death
benefits from issue to t,

PVO(Et} represents the present value of the
endowment benefit payable at t,

PVO(CVt) represents the present value of the cash
value available at t,

ESNF represents the initial expense allowance,

PVO(G)T] represents the present value of gross
premiums from issuve to t.

The proposal is to permit ﬂo t to vary subject to certain rules
such that the following conditicn holds.

ﬁﬂ.t . PVO{G)ﬂ = 0’5] . PVD(G)m+ gsl.s PVO(G]_"‘WS 5 e s
+ 0 . PV.(B),
sm.t 0t Sm
Where: ”0 s is the non-forfeiture factor applicable
1 from issue to duration 1

PVO(G 3 is the present value at issue of gross
1 premiums payable to duration S1»

- is the non-forfeiture factor appiicable
1*72 from duration 5 to duration Sy

PV, (G) is the present value at issue of gross
0 SZ'S]I premium payable from duration s, to
duration So

5 is the beginnfng of the final grading
period.
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Other s;mboTs are consistent with the above definitiens.,

Qur lim%ted testing indicated that rules along the following
lines should apply to the modified non-forfeiture factors.

1.

Initial
Expense
Allowance

Py i’0,5

90‘51‘7 8 oo.t and Dsm’sm-l

1

This rule would permit deferral of the emergence of cash
values by accumulating a lower percentage of the gross
premium during the initial policy years.

If t &0, 5; = tes,, = ;- s, ¢l o jess Bow 1A
If t710. 51 = 5 and SJ- - sj'lzs

This rule would require that each modified non-forfeiture
factor apply for a period of at least five years or half
the benefit period if the benefit period is less than ten
years. The practical effect would be to produce reasonably
smooth grading of minimum cash vaiues.

Schematically, the proposed minimum cash values would be
as follows:




NAIC Proceedings - 1984 Vol. 1 477

The dotted line represents the minimum cash values based on the
non=-forfeiture factor Qo ti the dashed line represents the cash
values based on the non='"forfeiture factors developed in accordance
with the proposed approach; the solid line represents minimum

cash values based on the current standard non-forfeiture factor

90.&‘

Assuming no further endowment benefits are payable, minimum cash
values beyond t should grade from any cash value available at
t to the face amount at w,

The proposal is relatively simple and easy to understand when

only one endowment or “pegged" CV is payable. Exhibit I presents
the general case which unfortunately becomes quite complicated to
accommodate all conceivable cash benefit and premium patterns.

There is, however, a discipline to control the process of developing
minimum cash values which would produce consistent and reasonable
results for even the mpst unusual plan.

Minimum Valuation Reserves

The proposal for minimum valyation reserves is conceptualiy
consistent with the proposal for minimum cash values since the
underlying problem is the same, i.e,, for certain non-level premiums
and benefit policies the valuation factor applicable over the

entire premium-paying period accumulates too little premium

during the early policy years to mature benefits during that

period, The proposal would be to assure that the valuation

factor accumulates sufficient premium (based on valuation
assumptions as to mertality and interest) to mature death, endowment
and cash value benefits as they fall due,

For policies that provide a cash value or endowment benefit as
illustrated in the non-forfeijture section, the appropriate
vaiuvation factor would be as follows.

SV
gsv . PVO(D)E] + on(Et) + PVO(CVt) + E
o,t WO(G)ﬂ
Where: ESV is the valuation expense allowance and all
other symbols are consistent with previous

definitions. For the plan under consideration,
note that

SV sV
Po,t 7 0,w
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The condition implied by this inequality means that a greater
percentage of gross premium is required to mature policy benefits
during the first t years compared to the corresponding percentage
required to mature policy benefits over the duration of the
contract. Whenever this situation occurs, it is indicative of a
condition which has been called “post funding“. When this
condition exists, the present value of valuation premiums payable
after some duration, t, is greater than the present value of
benefits payable after duration t. The regulatory issue is
whether under any ¢ircumstances post funding should be permitted
for valuation purposes. It seems clear in the case of the plan
providing a cash value or endewment at t that post funding is

not appropriate, but there are many other circumstances where
post funding occurs with non-level premium and benefit policies.
In my opinion, post funding can never be justified as an
appropriate valuation practice. It is fundamentally an unsound
business practice to provide benefits with the expectation of
paying for those benefits from future premiums which the insured
is vnder no obligation to pay.

Exhibit I] presents a general statement of the valuation proposal.
In simplest terms, the proposal would assure that on the basis of
a2pplicable valuation assumptions, sufficient valuation premium

is accumulated so that all benefits can be matured as they fall
due, We have routinely accepted the fact that for level premium
and benefit plans the valuation premium is adequate to meet
benefits as they fall due. The proposal would assure that the
valuation premiums for all policies are consistent with the
valuation premiums for level premium and benefit policies in

this regard.

If the proposal is adopted, valuation assumptions would become
the critical determinant of reserve levels rather than the
particular configuration of premiums and benefits under the plan
which are now manipulated to produce lower valuation reserves.
HWith the adoption of a new valuation mortality table and the
introduction of the dynamic valuation concept, the industry
could expect that valuation assumptions would be realistic

on an ongoing basis.

- * = * * L3 * * * o *

The Task Force never -addretsed the potential application of

its concept to policies such as Universal Life and Irreplaceabie
Life. I am not sufficiently familiar with these new products to
understand that the concepts would be helpful., 1 am sending

a copy of this letter tc Bill Tozer so that his group will at
least be generally aware of the findings of our Task Force,
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Finally; it is perhaps appropriate to qualify the ideas
presentéd above as not necessarily the unanimous opinion of
the Task Force. As you may know, we never reached concensus
within the Task Force so it would be somewhat presumptuous
of me to indicate that all Task Force members supported the
findings presented above.

Very truly yours,

Vice President ¥ Actuary
Corporate Actuarial

MEM/1D

tc: W. M, Bolton
G. S. Bucher
B. A. Halstead, Jr.
C. A. Lewis
R. A, Miller, III
P. E. Sarnoff
G, N, See
W. Tozer

EMe
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EXHIBIT I

General Statement of Methodology
for Determining
Minimum Cash Values

1. Determine Minimum Cash Valyes in Accordance with Current Provisions of
Standard Non-Forfeiture Law

Min OV, = PV,(D) + PV (E) - oV, (Ph)

Where: th(ﬂ) = present value at t of future death benefits
Wt(E) = present value at t of future endowment benefits
PVt{PA) = present vaive at t of future adjusted premiums

ESNF = noh-forfeiture expense aliowance

P: = ¢0.w - 6

SNF
b » V(D) + PY,(E) + e = standard non-forfeiture factor
* PVD(G)

Thus, P: is proportional to gross premiums.

II. 1f At Any Duration t, Scheduled Cash Yalue and Endowment Benefits Are
Greater Than the Minimum Cash Vaiue Determined in 1 Above, Determine
Amended Non-Forfeiture Factors in Accordance with the Procedures Below.

A. Let ti represent a duration where the scheduled cash value and
endowment benefits are greater than the minimm cash values
determined in I above. Assume there are m-1 such durations, and
Tet tm = w, the end of the scheduled benefit period.

B. Determine dyration “‘I such that

max as 4 PY_(D}e= =+ PV_(E)my + PV (CV, ) + ESNF
00. s, * varies from x'8) x q Xty
1 jtowm pvx(g)q
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EXHIBIT I (CONT.)

Non-forfeiture factors applicable during the period from issue
to di may vary from "o.o\, such that

> t %1 t
4‘% %,A“" *of " 6 "% ¢o,s1"’ ©qf c Gyt

52 *n

z vt peg ¢ ¢ vt P s
’sl.sz t t ?..1 Sp-15c t t

41

-‘Z - t- L]
-8y 0sm,e)\-‘ v tP G1:

The following rules apply to the determination of the non-forfeiture
factors.

L Qo.s] > 8 %"\‘l and ¢sm_1.sn > ¢I).s.l
R
2. fd, £10, 5 = Ay -5 =

H,> 10,5 = Sands ~s 425

The non-forfeiture factor subsequent to duration d‘l {s determined
by establfshing a duration Ay such that

pax of a1 | Plys ’\I(D)t—il + PV, dkl(E)Q+ P (cvti) - TV
x+dhq ﬂ\

Minimum cash valuves between d‘l and a.z based on the non-forfeiture
factor § R0 9, wotld grade from the cash value atey to
the 12 cash value and endownent benefits at c\z.

2

Vs
Ayt o

The process continues as defined by D above until & ] =ty
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EXHIBIT Il

General Statement of Methodology
for Determining
Minimum Valuation Reserves

Determine Yaluation Factor Required to Mature Policy Benefits to Fach
Polfcy Duration and Determine the Maximum of A1l Such Valuation Factors.
Thus,

max a5 € PY (D) + PV _(E) + PV_(CV +ECRVH
¢0 & . = varies from X )ﬂ X );l x( s)
™1 1tow PVx(G!g

¢D A is the required valuation factor applicable from issue to
*2\ ] duration Ay-

For Durations Subsequent toakln Determine the Yaluation Factors Required
to Mature Policy Benefits to Each Policy Duration Subsequent to
d\-‘ and Determine the Maximum of A1l Such Valuation Factors. Thus,

max &5 s
ﬁ"kl'&z = Val"‘lfs from pvx-}*’ (D)ﬂ" pvx,._*](g)a + va*ﬂ'l (Cvs) - WX'l'ok’
(24#¥1) to w

PVx+ "'\I(G);l
The Process in II Continues until 0\1 =W

In General,

Min V, = PV, (D) at Pvmm;l—ﬂ -9 g gedy ”"m‘e’a\,

di-l <t é_a’

where the symbol 3 i‘ represents the duratfon from [x+t) tod i
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ATTACHMENT TWO-C

The Prudsntial Insurance Company of America
Group and Financial Services Office

£5 North Livingston Avenue

Fosetand, NS 07068

Tel. 201-994-8550

Paul E. Sarnofl, FS.A, ACAS.
Vice President and Assaciate Actuary

Novenber 16, 1983

Mr. John 0. Montgamery

Chief Actuary and Deputy
Insurance Comissioner

California Insurance Department

600 So. Comorwealth Averme

Los Angeles, CA 90005

Dear John:

I expect t0 attend the December 3 and 4 meeting of the Technical Staff
Actuarial Group, because the matter of statutory valuaticn interpreta-
tions for reserves for cash values exceeding basic policy reserves has
become of crucial importance. The reason for that is the pending
federal incame tax bill, which defines life insurance reserves for tax
purpeses as a very low Comiissioner's Reserve Valuation Method reserve,
or the cash surrender value, if greater. I am hopeful that this topic
will receive a full discussion that will lead to the resolution of the
statutory valuation issue.

The federal definition produces an inappropriate and unjustified
deferral of cost to future years, as we have previously discussed. I
know that you have been considering the method Mike Matelja described in
our task force report. That method provides a logically ccherent
approach to the proper design of cash surrender values as well as
reserves, in order to prevent post-funding, or what I refer to as the
inapprepriate deferral of cost to future years, Under Mike's method, it
is necessary to campute each reserve factor with reference to preceding
reserve factors, in order to provide a smoother flow of reserves fram
duration to duration.

483
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In almost all situations, Mike's method produces virtually identical
results to the method I have been describing. However, my method is
free of the need to compute each reserve factor with reference to the
reserve factors that immediately precede it. My method can be described
as producing the smallest reserve that can be justified as being in
campliance with the minimm standards of interest and mortality
prescribed in the valuation law, and producing a proper match between
premium revenue and cost that is fundamental to the Camissioner's
Reserve Valuation Method.

Also, as you know, the standard nonforfeiture law now contains a S-year
grading requirement that deals with the high cash value prcblem. Hence,
it is no longer so important to adopt the Mateja method for nonforfeiture
values. While I beljeve the absence of conservatism in my method
carmpared with Mike's should make mine more attractive, I would support
his as well, because of the importance of getting samething done som.

I enclose a copy of some draft language that would bring about the
method T have described. I have not tried to write up Mike's method
because I believe it would be very difficult to do.

As I mentioned before, the new federal income tax legislation places a
heavy penalty on an insurer holding reserves greater than the federal
maximm tax reserves. A key feature of the present standard valuation
law which prevents an insurer from reducing its reserves to that madmm
level is the provision in section 6 of the standard valuation law, which
provides in part that the reserve interest rate may not exceed the
nonforfeiture value interest rate. It is essential that this provision
be removed froam the standard valuation law, but it is desirable that, in
removing it, we substitute a more refined restraint, to prevent an
insurer fram falling into the same trap of inappropriate deferral of
oost as is present in the Stark/Moore federal maximm tax reserves.
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I know you can appreciate the tremendous significance of the proposed
federal income tax changes. These laws will place great pressure upon
insurers to refuce reserves, and a responsible way to do so must be in
place by 1984 at the latest.

Sincerely,

L ot

PES:pah

ec: Ted Becker
Jotm Booth
Robert Callahan
Charles Greeley
Alan Laver
Mike Mateja
Willizm White
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4, Except as otherwise prowided in sections four-a and seven, the re-
servels] accarding to the comissioners reserve vaiuation method, for the life
Insurance end endowment Bemefits of any [policies] policy providing for a
uniferm amount of insurance and reguiring the peyment of widform premiuns shall
be the [excess, if any,] greatest of the respective excesses of the present
[value] velves, at the date of valuation, of [such] the futiwe quaranteed
benefits which wovld be provided for by such [policies] policy v o 4he end of
each respective policy vear and including any ture endocwment and c2ch simrender

velve available at the end of such vear, over the [then] respective present

values, at such veluation date, of any fuhme modified net premiums [therefor)

2s defined in this varegrash corresconding to premiums which would £211 doe em

and after such date and pricr to the end of such yvear, Thne mdified net

premiums used in comouting any excess as defined in this paragrech for amy such
pelicy shzll be such uniform percentage of the respective contract premimms for
such benefits which are due pricr to the end of the policy year used in defining
such excess that the present value, at the date of issue of the policy, of all

of such.benefits provided for by the policy v to the end of such veesr and

including a2nv rore endowment and cash surrender value availzble at the end of

such year, and the excess of (a2) over (b), 2s follows:

{a) A net level ammual premivm ecuzl to the present value, zt +he date
of issue, of such benefits provided for after the first policy
year, divided by the present velue, at the date of issne, of an
armuity of cne per anmm payeble cn the first and each subsequent
arniversary of such policy en which a premivm falls due; provided,
however, that such net level armuel premivm shall not exceed the
net level armaxl premivm on the nineteen year premiim whole life
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plan for insurance of the same smount at an age cne year higher
than the age at issue of such policy.

(B} A net cne year temm premium for such benefits provided fir in the
first policy year.

Provided that for any life insurance policy issved on or after Jamuary 1,
198~ and before Jemawry 3, 1989 for which the contyact premium in the first
policy year exceeds that of the secemd yeer and for which no cooperable addi-
tional benefit is provided in the first year for such excess and which provides
an endowment benefit or a cash srender valve or a combination thezeof in an

amoant greater then such excess premiim, the reserve according to the comreis-
sioners reserve velieticn methed 2s of any policy anniversary cocwrring on o
befare the assured ending date defined herein 2s the first policy anniversary enm
which the sum of any endowment benefit and any cesh surrender value then availe
zble is greater than such excess premivm shell, except as ctherwise provided in
section seven, be [the greater of the reserve as of such policy amiversery
calcalated as described in the preceding paxagraph and] the reserve as of such
policy ammiversary calculated as described in [that) the preceding paragragh,
but with (1) the velue defined in subparagraph (a) of that paragrazh being
reduced by fifteen per cent of the amount of such excess first year premium,
{ii) a1l present values of benefits and premiums being determined without
reference to premiums cr benefits provided for by the policy after the zssummed
ending date, (iii} the policy being assumed to yature cn such date as an endow-
ment, and (iv} the cash swxrender value provided an suth ézie being comsidered
as an endowment benefit, In meking the above [comparisan] calonlaticn the
mortality and interest bases stated in secticn three and three-b shall be used.
Provided fimther that at the option of the camany, reserves for cootracts

issued pricr to Jzmary 1, 19  (Insert the year of the effective date of this
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amendatory act if such falls on Jamuary 1, otherwise insert the yeat following

the year of the effective date) may be valued according to the commbssicners
reserve veTuaticn method 25 defined by the Iaw as of the day beftre the effec-

tive date of this =mendatory act.

Reserves according to the comnissioners reserve valvation methed for:  (4)
life inscrance policies providing for a varying amomt of insurance or reguiring
the payment of varying premitms; (ii) croup ammuity and pare endowment comtracts
parchased under a retirement plan or plan of deferred coopensatiom, estsbhliched
or maintained by an employer (including a parimership or sole proprietorship) ar
by an exployee crgenization, or by both, cother than a plan providing individueal
retirement accoumts or individual retirement anmiities under Secticom 408 of the
Internal Reveme Code, as now or hereafter amended; and (iii) [Gisability and
accidental death benefits in all policies and comtracts; and (iv)] all othexr
benefits, except life insurance and endowment benefits in life insuwrance pol-
icies and benefits provided by all other armuity and pure endowrent contracts,
shal} be calculated by & method consistent with the principles of the preceding
paragrarhs of this section. Reserves according to the comissicners reserve
valuation methed for disability end accidental death bemsfits in 211 policies

2nd contracts chall be czlculated en the net level predum method,

4 {a) (No Change)
§. If a camany aveils itself of the ootion stated in the thir8 peracrash

of section four, 20 [In] no event shall [a) such campeny's aggregate yeserves

for 211 life insurance policies, excluding disability and accidents]l Geath
benefits, issued oo or after the effective date of this Act, be less than the
aggregate reserves calculated in accordance with the methods set forth in
secticns four, four-a, seven and eight teking into accoumt that the comeny
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elected the cotion available wnder such section four, and the mortelity table or
tabhles and rate or rates of interest nsed in calenlating nonforfeitire bensfits
fur such policies.

6. Reserves for all policies and contracts isswe? prior 4o the effective
date cof this Act may be calculated, at the option of the cuampany, according to
any stanfards which produce greater aggregate reserves For all such policies and
cootracts than the minimm reserves required by the lmws in effect imedimtely
rics to such date.

Reserves for any category of pelicies, contracts o benefits 2s ect=hlished
by the comissicnmer, issved aa or after the effective date of this Act, may be
caliculated, et the optiom of the coupany, according to zmy standards which
produce greater aggregate reserves for such category than those czlenlated
aca:rdingtothenﬂnimnsta:ﬁardheminpmvidsﬂ[hrtﬂnmtecrntsof
interest used for policies and aomitracts, other than armmrity 2pd pare endowrent
cortraces, shall pot be higher than the corresponding rate or rzbes of interest
vsed in calewlating any nenforfeiture benefits provided therein]

Any such company which at any time shall have adopted amy standerd of
valuation producing greater aggregate reserves than those caltulated accarding
o the minimwm stendzrd herein provided may, with the zzpeovel of the commis-
sicmex, adopt any lower standard of valusticom, but not lower tham the minimm
bhezein provided.

7. If in =y omtract year the gross premium chzrged by anmy life insurence
conpany an any policy or contract is less than the veinatien net premium for the
policy ar comtract calculated by the method used in calealating the reserve
therecn according to section four bat using the minimsn veluation standards of
mcrtality &nd xate of interest, the minimm reserve recuired for such policy er
corract shall be the greater of either the reserve calcumlated accomling to the
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mrrtality tablel,} and rate of interest actally used, and the method [actua)ly
nsed] stated in secticm four for such pelicy or comtract, or the reserve cal-
culated by [the] soch method [actuzlly used for such policy or cortract] but

vsing the minimum valuation standards of mortality and xzte of interest and
replacing the valuzticn net premivm by the actual gross premivm in each comtract
year for which the veluaticn net presium exceeds the actuel gross premium. The
minimm valuation standards of mortality and rate of interest referred o in
this sacticm ave those standards stated in secticns tiree and threeb.

Provided that for any life insurance policy -issved on or after Jameary 1,
198~ znd before Jamuary 1, 1989 for which the crvss premium in the first policy
vear exceeds that of the second year and for vhich no caomarsble additicmal
benefit is provided in the first year for such excess and vwhick provides an
endoorent benefit or a cash sizrender value or a conbinetion thereof in an

oot greater than such excess premium, the foregoing provisions of this
section seven shall be applied [as if the method actually used in calemlating
the reserve fur such policy were the method described in sectien foxr,) ignoring
the second paragregh of secticn forr, The minimm veserve at each policy
armiversary of such a policy shzll be the greater of the minimm reserve cal-
culated in accordence with section four, incivding the second peregreph of thet
section, and the minimwm reserve calcalated in accordence with this sectien

sS&ven.
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ATTACHMENT TWO-D

r The Variabie Annuity Life insurance Company
P. 0. Box 3206 « Houston, Texas « 77253
(713) 5265251

GREGOFRY J. CARNEY
Vice Pres.dent ang Chiel Actuary

The Honorable Roger C. Day
Commissioner Of Insurance

State Of Utah Department Of Insurance
326 South 5th East

Salt take City, Utah 84102

October 31, 1983

Dear Commissioner Day:

The insurance industry over the past ten years has undergone significant
c¢hange, The introduction of interest sensitive products, first in annuities,
then in 1ife insurance, has changed our industry. The emphasis is now on
competitive deferred annuities, low cost term insurance and universal life,
Competition with a deregulated financial services industry for the consumer
savings dollar is intense and interest sensitive products are leading the way.

The insurance industry is somewhat unique in its assessment of its assets
and Tiabilities for interest sensitive products. It provides its clients with
the equivalent of a long term tax deferred interest rate, while allowing the
ctient the full privilege of antiselection against it. Because of the
individual insurance laws, the client can surrender at book value, regardless
of the market value of the assets, Additionally, many companies allow a free
surrender if the new credit rate drops below a certain floor. The availability
of a Section 1035 tax free exchange aids the client in antiselecting against
the company, and many states have exempted annuities from their replacement
regulations which makes replacing these interest sensitive products an easier
chore. All of this is coupled with 2 surrender charge which is limited by the
Standard Non-Forfieture Law and, at best, allows the company to recover its
expenses but not any margin for investment antiselection by the client.

Given the above 'fabilities for the interest sensitive product, consider
the investments of the insurance industry. As an industry, we invest in bonds,
mortgages, private placements and forward commitments. The problem that exists
with our investments is that the same antiselection that we offer to our
clients is given to the instruments in which we invest., For example, as
interest rates decrease, mortgage prepayments and bond refinanting increase,
which increases the industry's cash flow at a time when our clients are not
increasing their flow, On the other hand, as interest rates increase, the
investment cash flows dry up at a time when the client {s selecting against us
and the cash flow is needed.

AN AMERICAN GENERAL COMPANY
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Actuaries study and try to price risk. Actuaries have identified three
basic risks associated with insurance. The risk of loss from asset
depreciation has been identified as the C-1 risk. The risk of loss from
pricing deficiencies, e.g., Tnadequate mortality or morbidity tables, has been
designated the C-2 risk. The risk of loss from changes in the interest rate
environment has been designated as the C-3 risk.

It would, perhaps, be an understatement to indicate that the C-3 risk is
the most important risk that the industry must handle in its shift to interest
sensitive products. The Society of Actuaries has provided for significant
research in the area of C-3 risk under the direction of Carl Ohman, Chairman of
the Task Force to Study the Risk of Loss From Changes in the Interest Rate
Environment, and Don Cody, Chairman of the Society of Actuaries Committee On
Valuation. More work needs to be done and education of actuaries, management
and requlators is critical to fts success.

An example may be most appropriate. Assumc o company has one annuity
product which provides for a one year interest guarantee ant assume it fnvests
only in one year commercial paper. In this case, it appears the -ompany has
exactly matched assets and liabilities and is completely "safe".

Unfortunately, if six months later, interest rates spike, then it would be in
the clients interest to move {p a company paying a higher rate. Also,
unfortunately, the commercial paper is selling below book vaive and, depending
on the magnitude and timing, could result in significant procblems for our
"perfectly matched" company. Well, then, the answer must be to invest shorter,
for example six months or 90 day paper, because the additional liquidity will
provide us with the needed cushion, The problem here is that the company now
has the very real risk of not being able to meet its one year guarantee because
of reinvestment problems and the volatility of short term interest rates.

While the above is an extreme example and one that would fall into an
acceptable risk category, either this product or that degree of matching 1s not
prevalent in the real world because the rate of interest that the company could
pay would be non-competitive with other insurance companies and other financial
institutions. The result is an extension of the investment time horizon on the
asset side in recognition of the fact that a 100% liguidation will not, in
practice, occur. OF course, the farther out the investment time horizon, the
greater the C-3 risk associated with that decision.

Mismatching is not necessarily bad. For example, most companies were
mismatched on the short side during the period from 1979-1982 because of the
inverted yield curve prevalent during that time. Similarly, had a company
mismatched long in early to mid 1982, it would have made significant investment
profits.

The basic question that must be addressed is what degree of risk from
mismatching of assets and 1iabilities is acceptable? A related question is can
management in its pursuit of an investment profit intur 2 level of risk that
may make the insurer insolvent? Can regulators or actuaries in their
certification be responsible for mismanagement of the investment decisions of
the insurer?
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In the quantification of C-3 risk, actuaries work with the present value
of cash flows from both the asset and Tiability side under varjous interest
scenarips. Assume that in assessing the C-3 risk, only two possible scenarios
were possible, e.g., a rapidly increasing interest rate environment or a
rapidly decreasing interest rate environment., Assume that the resuits show the
company extremely profitable under one scenaric and insolvent under the other
scenario. What, if anything, can or should be done to the company er its
management with a 50% change of failing?

These are serious questions that must be answered as we address the risks
associated with the insurance industry and the potential solutions to help
prevent future insolvencies.

The insurance industry competes against financial service industries that
are deregulating. Is this the answer for the insurance industry? The answer,
of course, is yes, if we assume that the market will dictate an appropriate
price level. In order for that to occur, the industry must understand the
market and price their products accordingly.

Two examples come to mind quickly. First, consider the insurance of
municipal bonds with regard to performance. Because of insurance company
guarantees, the rating on the bonds is improved and the municipality pays a
lower interest rate than without the insurance. The cost of the insurance is
less than the interest differential so the municipality is in a better position
by paying the premium. In effect, the insurance industry is betting against
the market in the determination of the cost.

The second example is in the annuity field. The annuity contract provides
the contractholder with a series of options:

1. High current interest rate (upper end of interest spectrum).
2. Long-term interest rate guarantees.

3. Book value cash out privilege (1iquidity).

4. Llong-term mortality guarantees.

5. Tax deferred of interest build-up.

6. Low or no sales charge.

7. 1035 tax free exchange,

8. Avoid cost of probate.

S, Death benefit greater than cash surrender benefit.

10. Free surrender provision.

The abave list is not meant to be exhaustive. The point is that Wall Street
would very likely price the cost of those options differently than the
insurance industry has. Since variable products pass to the consumer the
investment risk, their non-popularity with the consumer indicates that the
risk/reward division between fixed and variable products may not be
appropriately priced.

The above indicates concern with regard to deregulation but one must alsc
be concerned with increased regulation vis-a-vis our competitors. If the
insurance industry is to remain viable, then the regqulatory activity must
remain delicately balanced with that of our competitors.
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The insurance industry is a risk industry, We make our profit from taking
risk. We can not be risk adverse but we must be compensated for the risk we
take, In the interest sensitive product area, we must be able to be
compensated for the investment risk, Our current laws restrict this
availability if we are to compete with other financial institutions, We need
changes in the Standard Non-Forfieture Law that allow individual products to
have market value adjustments. We need to have the availability of higher
surrender charges to compensate for the investment risk, not just the
recoverability of expenses, Elimination of Section 1035 and inclusion of
annuities in the replacement regulations of all states would also be helpful.

Insurance company management needs to be responsive. The coordination
between Marketing, Investments and Actuarial must be improved to more
adequately assess the risk implications of given programs. Changes in the
Standard Valuation Law for products with and without market valuve adjustments
or syrrender charges to offset investment risk can help to bring about this
cost assessment of product design. C-3 risk quantification and analysis could
be required for products which do not have market value or investment
offsetting surrender charges. Increased actuarial education on the investment
side, increased importance to the Actuarial Opinion and independence of the
Valuation Actuary are needed steps but will take time to introduce, if the job
is to be done properly.

In summary, 1 believe that the NAIC, under your direction, can implement
the following changes quickly:

1. Modify the Standard Non-Forfeiture Law to allow
market vatue adjustments for individual contracts.

2. Modify the Standard Non-Forfeiture Law to allow
surrender charges which may be used to compensate
for investment antiselection.

3. Encourage states to adopt an Annuity Replacement
Regulation.

4, Require C-3 risk analysis and testing for interest
sensitive products which have not adopted the safe-
guards of steps 1 or 2 as part of annual reporting
requirements.

These changes are designed to allow a company to design a product which can be
competitive with other financia) institutions while maintaining a reasonable
risk/reward combination. Those companies that choose not to take advantage of
the changes, would then be required to show a degree of prudence in their
investment matching program,

LegisTation which requires arbitrary minimum surplus standards will not
work because each company's risk will be different for each product and
investment strategy utflized. Similarly, regulations can not work to
legislate against bad management. The goal of all of us should be to create

an environment where the industry can develop and appropriately price our
products while providing the regulatory safeguards of prudent money
management. I believe the above changes are necessary to create that
environment.

I appreciate this opportunity to express my opinions to you. It is
important to note that these opinions are my own and do not necessarily reflect
those of my employer or any group of which I am a member,

Sincerely,

GJC/nah
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LIFE COST DISCLOSURE (A) TASK FORCE

Reference s
1983 Proc. [ p. 522
1983 Proc. Il p. 603

J. Richard Barnes, Chairman — Colorado
Gerald Grimes, Vice-Chairman — Oklahoma

AGENDA
1. Final Consideration of Cost Disclosure Model Regulation.
. Discuss Draft of Model Replacement Regulation.
3. Any Other Matters Brought Before the Task Force.
CONTENTS
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The Life Cost Disclosure (A) Task Force met in the California Room of the Town and
Country Hotel in San Diego, California at 8:30 a.m. on December 7, 1983. A quorum was
present and ). Richard Barnes chaired the meeting. The following task force members were
present: J. Richard Barnes, Chairman (Colorado); Johnnie L. Caldwell (Georgia); Don H.
Miller {Indiana); Kevin Sullivan (Nevada); William P. Daves, Jr. (Texas); James M. Thomson
(Virginia) and Thomas P. Fox (Wisconsin).

There having been no meeting of the Task Force in Tampa, there were no minutes of the
Tampa meeting to review and adopt.

The first item on the agenda was final consideration of the Cost Disclosure Model Regulation.
Anthony T. Spano, actuary with the American Council of Life Insurance, made a
presentation of the summary of the work which his group has done. A copy of his comments
is attached ar Attachment One. Attached as Attachment Two is the final draft as prepared by
Mr. Spano and others working with him.

John Montgomery (California) expressed his concern that there is no effective rate of yield
provision in disclosure. In other words, it does not provide proper formula for calculating
this. He also indicated that that subject needs considerable further study. Mr. Montgomery’s
recommendation was that the proposed Madel Cost Disclosure Regulation be adopted but
that a special advisory committee or subtask force be appointed immediately to study and
come up with a rate of return formula to be added to the Cost Disclosure Regulation at a
later time. He indicated that this will rake considerable study but should be done
expeditiously.

In connection with the effective rate of return question, Bob Hunter (National Insurance
Consumer Organization) stated that his organization has been responding to requests for
analyses of rate of returns on various policies and they have a formula which they have been
using. Their fee is $25 for each report that they provide to individuals who request it. He
offered to provide guidance and information as to how they are doing it, even though their
procedure and service is copyrighted.
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Marvin Van Cleave (Wisconsin) expressed concern that the proposed regulation did not
provide for disclosure at the point of sale. He further expressed concern that the Buyers
Guide, by reference to “smaller index number generally represents a better buy,” does not
clearly differentiate between the use of the two different cost comparison indexes that
might be used by different companies. He also supported Mr. Montgomery’s statement on
the need for developing and illustrating an effective rate of yield system.

Ed Chandwick (Georgia) reflected that he has similar concerns of those of Mr. Van Cleave.
It was moved, seconded, and unanimously adopted that the Nov. 14, 1983 draft of the
proposed revision of the NAIC Life Insurance Solicitation Model Regulation be adopted by
this Task Force and recommended to the NAIC for adoption by it. The motion further
included a provision that an appropriate advisory committee be promptly appointed to
commence the study and development of a uniform basis for arriving at an effective rate of
yield. [Editor’s Note: In adopting the proposed revision, the Model’s title was changed from
“Life Insurance Solicitation™ to “‘Life Insurance Disclosure.”’]

Jim Jackson (Transamerica Occidental Insurance Company) commended the Task Force for
adopting the model regulation now, and then continue with further updating. He felt, as does
the Task Force, that it does cover all present products. Further, that it can be updated as
new products come along.

Mr. Van Cleave, one of the three members of the sub-task force to consider further the
exposure draft of the model replacement regulation, submitted his report, a copy of which
is Attachment Three. The Task Force unanimously received and adopted that report.

There being nothing further to come before the Task Force, the meeting adjourned at 9:38
a.m.

J. Richard Barnes, chairman, Colorado; Gerald Grimes, vice-chairman, Oklazhoma; Margurite
C. Stokes, Washington, D.C.; Johnnie L. Caldwell, Georgia; Don H. Miller, Indiana; Kevin
Sullivan, Nevada; Joseph F. Murphy, New Jersey; William P. Daves, Jr., Texas; James M.
Thomson, Virginia; Thomas P. Fox, Wisconsin.

ATTACHMENT ONE

STATEMENT ON BEHALF OF THE AMERICAN COUNCIL QF LiFE INSURANCE
TO THE NAIC (A) COMMITTEE LIFE COST DISCLOSURE TASK FORCE

December 7, 1983

My name is Anthony T. Spano, Actuary with the American Council of Life Insurance. This statement is presented on behalf
of the Council, whose 593 member companies account for about 95 percent of the life insurance in force in the United
States.

It was slightly over four years ago that your Task Force held its first meeting to consider a revised Life Insurance $olicitation
Model Regulation. A year and a half ago, this proposed revised Model Regulation was exposed in draft form at your June
1982 meeting. Some details in that draft were changed, various improvements were made, and a revised draft was presented
at your December 1982 meeting. This version that is before you today incorporated a few additional refinements, mainly
designed to simplify and enhance the disclosure process. It is important to peint out, though, that the changes made since
the original draft have not been fundamental. The basic substance of the June 1982 draft has remained intacr.

The primary purpose of this revision is to bring the current model regulation up to date. We all know about the many
product innovations of the last several years, some of them incorporating nontraditional concepis. Universal life insurance
and indeterminate-premium or adjustable-premium plans are two principal cxamples. ‘The drafters of the current regulation
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could not contemplate those products, and they are not handled effecively in that regulation. Neither are they reflected in
the current Life Insurance Buyer's Guide that is included with the regulation and that can be such a useful source of infor-
mation for the general public. The proposed changes wiil correct this problem,

As you know, a model regulation for universal life insurance is also being considered at this meeting. The regulation will
cover various regulatory subjects, including disclosure requirement, but its drafters have been very careful to point our that
it is designed to be supplemental in nature. That is, the regu.ation will not supersede existing requirements: it will supple-
ment them. This makes it all the more important that a revised solicitation regulation be adopied here. The universal life
regulation, standing alone, cannot do the job. There has to be a basic regulation on the particular subject in place which
the universal life regulation can supplement by bringing in spzcial or more detailed requirements. As Tindicated, the current
solicitation regulation does, using the same framework as for other life insurance plans.

Besides accommodating the new products, the revised solicitation regulation reflects some other significant improvements
that clearly will help both the consumer and the regulator. The most substantive of these relates 10 the disclosure of dividend
practices to policyholders and to the disclosure of unusual patterns of premiums and bencfits to regulators anid policy-
holders. These are new requirements and are included n the revised regulation in accordance with rccommendations pre-
sented to the NAIC in June 1981. The recommendations on dividend practices were made by a committec of the American
Academy of Actuaries; those on unusual patterns of premiums and benefits were made by the NAIC Advisory Committee on
Manipulation, The proposed regulation also entitles new and existing policyholders to request additional information about
future premiums, benefits and other jtems affecting policy costs,

Also noteworthy are new provisions for disclosure to existing policyholders and changes to accommodarte the features of
the NAIC Model Policy Loan Interest Rare Bill, which now is in effect in almost all states. Finally, the Buyer's Guide has
been overhauled, rot only to take account of the recent product developments, but also to make it more readable; these
improvements should greatly enhance the guide’s usefulness.

Onc detail that 1 would like to call to your attention related to Appendix C of the proposed regulation. This appendix is
designed to show the numerical values, called ‘“‘test limits,” 10 be used in testing for the unusual patterns of premiums and
benefits to which | referred. The Drafting Note in Appendix C indicates that the test limits illustrated apply only to a tradi-
tional type of whole life policy and that additional research needs to be done on this subject for other plans and higher issue
ages. We would emphasize that the Council stands ready to assist your Task Force and the NAIC in this effort.

We can now complete more than four years of extensive effort, The proposal before vou has been the product of very
careful consideration by various organizations and many individuals. The lengthy period of exposure has permitted thought-
ful reflzction and refinement. We can say with confidence that this document is in tune with today’s marketplace.

Adoption of these proposed revisions would be another convincing demonstration of the responsiveness of insurance

regulation to changing needs. Important for all of us is that these enhancements will help us achieve our mutual objective
of a well-informed consumer, We strongly recommend your endorsement of this regulation,

A ISR RE RN EE NS R LR RS
ATTACHMENT TWO
Bracketing | ] indicates deletion; undeelining indicates new material.

Proposed Revision of
NAIC Life Insurance Solicitation Model Regulation

LIFE INSURANCE [SOLICITATION] DISCLOSURE MODEL REGULATION

COMMENT: Since new subsection 3{c) contains requirements applicable 1o existing policies, the name of the regulatsion
should be revised to indicate that it applies in more situations than just solicitation,

Table of Contents.

Section 1. Authority.

Section 2. Purpose.

Section 3. Scope.

Section 4. Definitions.

Section 5. [Disclosure Requirements] Duties of Insurers.
Section 6. [ General Rules] Special Plans.

497
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Section 7. [ Failure to Comply] General Rules,
Section 8. [Effective Date] Fajlure to Compiy.
Section 9. Separability.

Section 10. Effective Date.

Appendix

Life Insurance Buyer’s Guide.

A
Appendix B LExamples of Calculations of the Discontinuity Index.
C

Appendix

Test Limits for Discontinuity,

COMMENT: The changes evident here are discussed in each pertinent annotation.

Section 1, Authority.

This rule is adopted and promulgated by (title of supervisory authority} pursuant to scedons (4(1) {a) of the Unfair and
Deceptive Acts and Practices in the Business of Insurance Act) of the insurance code.

Section 2. Purpose.

{A)

{B)

The purpose of this regulation is to require insurets to deliver to purchasers of life insurance[,] information which
will improve the buyer’'s ability to select the most appropriate plan of life insurance for [his] the buyer's needs,
improve the buyer's understanding of the basic features of the policy which has been purchased or which is under
consideration, and improve the zability of the buyer to evaluate the relative costs of similar plans of life insurance.

COMMENT: These are editorial changes to improve grammar and delete a sex-specific pronoun.

This regulation does not prohibit the use of additional material which is not in violation of this regulation or any
other {(state) statute or regulation.

Section 3. Scope.

(A)

(B)

Except las hereafter exempted] for the exemptions specified in Section 3(B), this regulation shall apply to any
solicitation, negotiation or procurement of life insurance occurring within this state.

COMMENT: The drafters do net intend this revision 10 be a substantive change in the applicability of this regula-
tion, It is intended merely as a clarification.

Subsection 5(C) only shall apply to any existing nonexernpt policy held by a policyowner residing in this state, This
regulation shall apply to any 1ssuer of life insurance contracts, including fraternal benefit socicties,

COMMENT: Subsection 5(C) is new, and it applies to existing policies,, The purpose of the new sentence in this
subsection is to clarify when those requirements apply. For purposes of this regulation, the regulation
of the policyowner’s domiciliary state would apply notwithstanding the existence or absence of appli-
vable regulations in the state of issue.

Unless [otherwise] specifically included, this regulation shall noc apply to:

Annuitics.

Credit life insurance.

Group life insurance,

Life insurance policies issued in connection with pension and welfare pians as defined by and which are subject
to the federal Employee Retirement Income Security Act of 1974 29 U.S.C. 51001 et seq. (ERISA) as amend-
ed.

ot B

COMMENT: This addition is made merely as clarification.

5. Variable life insurance under which the [death benefits and cash values vary in accordance with unit values of
investments held in] amount or duration of the life insurance varies according to the investment experience
of a scparate account.

SOURCE: [ILxposurc Draft of the NAIC Variable Life Insurance Model Regulation, Art. L], §19. The text of
& 19 may be found at page 770 of Volume 3 of the Compilation of Subcommitzee and Task Force
Reports of the NAIC's June 1982 Meeting,
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COMMENT: The purpose of both the deletion and addition in this section is to update the definition of variable life
insurance. New product designs include as features of variable or asset-based contracts premiums that
are not fixed in amount or tdming. Under a flexible premium variable life insurance policy, insurance
coverage would continue as long as amounts available under the policy are sufficient 1o support deduc-
tions for the cost of insurance and other charges. Thus, it may be the duration of insurance coverage,
rather than the amount of death benefit, which varies with investment experience. The drafters have
revised the definition to include either design.

Section 4. Definitions,
For the purposes of this regulation, the following definitions shall apply:

[{a)]A) Buyer's Guide. A Buyer's Guide is 2 document which contains, and is limited to, the language contained in
[the] Appendix A to this regulation or language approved by (title of supervisory authority).

(B) Cash Dividend. A Cash Dividend is the current illustrated dividend which can be applied toward payment of the
gross premium,

(C}  Comribution Principle. The Contribution Principle is
American Academy of Actuaries with respect to individual life insurance policies issued by mutual companies. The
Academy report, The Recommendations of the Committee on Dividend Principles and Practices (January 1981),
deseribes this principle as the distribution of the aggregate divisible surplus among policies in the same proportion
as the policies are considered to have contributed to divisible surplus. In a broad sense the Contribution Principle
underlies the essential equity tmplied by participating business.

SOURCE: Il 1981 NAIC Proc. 643-759, 647, 739, 754; American Academy of Actuaries, Report of the Committee
on Dividend Principles and Practices {June 1980) (hereinafter cited Academy Report).

COMMENT: The definition was presented to the NAIC in June 1981 as part of the report of the {C3) Task Force on
Manipulation, Lapsation, Dividend Practices and Annuity Pisclosure. It is used in subsections 5(B}(1) and
5(C)2) of this proposed regulation. Those provisions impose a duty on insurers to notify both new and exist-
ing policyowners if any policy's dividend calculations do not comply with the Contribution Principle. As
drafted this definition and thosc subsections apply to mutual companies only. The Academy's Committee
on Dividend Principles and Practices plans to develop orderly transition rules concerning accepted dividend
ptactices for participating policies issued by stock companies.

(D) Current Dividend Scale. The Current Dividend Scale is a schedule that exhibits dividends to be distributed if there is
no change in the basis of these dividends after the time of illustration.

COMMENT: The Current Dividend Scale is a disclosure item in subsections 4(]), 4(MX5)(g), 4(M)(8), 4MM}9), 5(C)(1),
6(A)2), 7(D), and 7(H).

(E) Current Rate Schedule. The Current Rate Schedule is a schedule showing the premiums that will be charged or the
cash values or death or other benefits that will be available if there is no change in the basis of these items after the
tme of illustration.

COMMENT: Recent policy designs have incorporated features that the company can change during the contract term, The
expense or mortality rates, for example, are in some instances changeable. The Current Rate Schedule appears
as a disclosure item in subsections 4(]), 4{M){(5)(g), 4(M}9), 5(C)(1), 7(>), and 7{i1}.

{F)  Discontinuity Index. The Discontinuity Index is the sum of the backward second differences squared in the Yearly
Prices of Death Benefits {per 1,000) for policy years B through 23. Examples of calculations appear in Appendix B

of this regulation.

SOURCE: I 1981 NAIC Proc, 646-48, 739-40, 754-59. The Discontinuity Index was presented to the NAIC at its
June 1981 meeting by the (C3) Task Force on Manipulation, Lapsation, Dividend Practices and Annuity
Disclosure.

COMMENT: The purpose of the test is to disciose manipulation, which has been defined as an unrealistically attractive
progression of premiums, dividends, and benefits that has no acceptable rationale. I1 1980 NAIC Proc. 828-40,
830. Subsection 3{A}(3) imposes the discontinuity test on newly issued policies. The object of the
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test is to reveal to the regulator and effected policyowner which policies have unusually large changes in year-
to-year costs, The test detects irregularities in the otherwise smooth progression of the net result of off-
setting the dividends and annual changes in ¢ash value against the annual premium. The test limits uged to
separate policies with undue irregularities are set out in Appendix C of this regulation. Those limits apply
only to traditional types of whole life policies; other test limits should be developed for other plans. Test
limits for issue ages over 45 are also necessary,

[(C) Equivalent Level Annual Dividend. The Equivalent Level Annual Dividend is calculated by applying the following

steps:

COMMENT:

(D)) (G)

Accumulate the annual cash dividends at five percent interest compounded annually to the end of the tenth
and twentieth policy years,

Divide each accumulation of Step 1. by an interest factor that converts it into one equivalent level annual
amount that, if paid at the beginning of each year, would accrue to the values in Step 1. over the respective
periods stipulated in Step 1. If the period is ten years, the factor is 13.207 and if the period is twenty years,
the factor is 34.719.

Divide the results of Step 2. by the number of thousands of the Equivalent Level Death Benefit to arrive at
the Equivalent Level Annual Dividend.)

The drafters propose to eliminate this definition because some recent types of contracts have premiums or
benefits that the company can change. For those plans the portion of the policy's cost which is not guaran-
teed can be generated by elements other than just dividends. The concept of the Equivalent Level Annual
Dividend (ELAD) is succeeded by that of Cost Comparison Indexes calculated on both guaranteed and
illustrared bases as defined in subsection 4(J). Indexes calculated on both of these bases are intended to help
consumers distinguish between guaranteed and nonguaranteed costs, as was the ELAD.

Equivalent Level Death Benefit. The Equivalent Level Death Benefit of a policy or term life insurance rider is

an amount calculated as follows:

COMMENT:

[E)] ()

Accumulate the [guaranteed] amount payable upon death, regardless of the cause of death, at the beginning
of each policy year for ten and twenty years at five percent interest compounded annually to the end of the
tenth and twentieth policy years respectively.

Divide each accumulation of step 1. by an interest factor that converts it into one equivalent level annual
amount that, if paid at the beginning of each year, would accure to the value in step 1. over the respective
petiods stipulated in step 1. If the period is ten years, the factor is 13.207 and if the period is twenty years,
the factor is 34,719,

The term “‘guaranteed’” has been eliminated to accommodate flexible premium and benefit policies. For all
policies the calculation would be done using the stated or assumed death benefit for each year as shown in

the Policy Summary (subsection 4(M} (5) (C)).

Generic Name. A Generic Name [mezns] is a short title [which] that is descriptive of the premjum and

benefit patterns of a policy or a rider.

COMMENT:

This is an editerial change to conform this definition with others in this section.

D Investment Generation Method. The Investment Generation Method is_the method of determining dividends so that

dividends for policies issued in specified years or groups of years reflect investment earnings on funds attributable

to those policies.

SOURCE:

COMMENT:

11 1981 NAIC Proc. 646-760, 733, 754, See Academy Reportat 2, 13, 24, 29-30.

The actuarial profession has stated formally that eicher the investment generation method of allocating and
illustrating investment income or the portfolio average method is considered generally accepted practices.
Academy Report at 24, Its 1980 report recommending certain dividend principles and practices suggested,
however, that the existence of different methods of reflecting investment carnings in dividend iflustrations
should be disclosed to consumers. Academy Report at 12-15. The Academy made several recommendations,
many of which were presented to the NAIC in June 1981 and appear in these revisions,



NAIC Proceedings - 1984 Vol. | 501

[(EX D [Life Insurance] Cost Comparison Indexes.
1. [Life Insurance] Surrender Cost Comparison Index - IHustrated Basis. The [Life Insurance] Surrender Cost

Comparison Index - Illustrated Basis is calculated by applying the following steps:

a. Determine the [guaranteed] cash surrender value, if any, available at the end of the tenth and twentieth
policy years, based on the company’s Current Rate Schedule,

b. For participating policies, add the terminal dividend payable upon surrender, if any, to the accumula-
tion of the annual Cash Dividends at five percent interest compounded annually to the end of the
period selected and add this sum to the amount determined in step a.

c. Divide the result of step b. (step a. for [guarantecd-cost] nonparticipating policies) by an interest
factor that converts it into an equivalent level annual amount that, if paid at the beginning of each
year, would accrue to the value in step b. (step a. for [guaranteed cost] nonparticipating policies) over
the respective periods stipulated in step a. If the peried is ten years, the factor is 13.207 and if the
period is twenty years, the factor is 34.719.

d. Derermine the equivalent level premium by accumulating each anpual premium payabie for the basic
policy or rider, based on the company's Current Rate Schedule, at five percent interest compounded
annually to the end of the period stipulated in step a. and dividing the result by the respective factors
stated in step ¢. ([t] This amount is the annual premium payable for a level premium plan).

€. Subtract the result of step ¢. from step d.

f. Divide the result of step e. by the number of thousands of the Equivalent Level Death Benefit, using
the company’s Current Rate Schedule to determine the amount payable upon death for purposes of
Section 4(G)1, to arrive at the [Life Insurance] Surrender Cost Comparison Index - liustrated Basis.

2. Surrender Cost Comparison Index - Guaranteed Basis, The Surrender Cost Comparisen Index - Guaranteed

maximum premiums _and provides the minimum cash values and, for purposes of Section 4(G}1, provides the

minimum death benefits allowed by the policy, and, if the policy is participating, pays no dividends.

12} 3. [Life Insurance] Net Payment Cost Comparison Index - Ilustraced Basis, The [Life Insurance] Net Payment
Cost Comparison Index - Qlustrated Basis is calculated in the same manner as the comparable [Life Insurance]
Surrender Cost Comparison Index - Ilustrated Basis except that the cash surrender value and any terminal
dividend are set at zero.

4. Net Payment Cost Comparison Index - Guaranteed Basis. The Net Payment Cost Comparison Index -
Guaranteed Basis is calculated in the same manner as the comparable Surrender Cost Comparison Index -
Guarantecd Basis except that the cash surrender value is sex at zero.

COMMENT: Because some recent types of contracts have premiums or bencfits that the company can change without
the consent of the policyowner, Cost Comparison Indexes would be calculated on both guaranteed and illus-
trated basis. This is intended to help consumers distinguish between guaranteed and nonguaranteed costs.
See Comment immediately preceding subscction 4(G) regarding climination of Lgquivalent Level Annual
Dividend.

The other revisions in subsection 4(}} are editorial. One set of revisions changes the names of the indexes.
The modifier *‘Life Insurance’ has been deleted because it is redundant. The modifier “Comparison” has
been added to emphasize that the indexes measure only relative, not absolute, costs. The other set of revisions
accommodates flexible premium-flexible benefit policies by replacing the term “guaranteed-cosi” with the
term ‘‘nonparticipating.”’

(K) Nonguaranteed Factor. A Nonguaranteed Facror is any premium, benefit, or other item entering into the calculation
of the Surrender Cost Comparison Index - Iljustrated Basis that can be changed by the company without the consent

of the policyowner.

COMMENT: The policy factors included are the cash surrender value, the terminal dividend payable on surrender, the
annual premium, and the amount payable on death.
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(L) Policy Data. The Policy Data is a display or schedule of numerical values, both guaranteed and nonguaranteed, for

each policy year for a series of designated policy years, of the following information: illustrated annual, other

SOURCE.:

COMMENT:

(G] (M)

I1 1981 NAIC Proc. 739-60, 754,

The definition appears in the June 1981 report of the (C3) Task Force on Manipulation, Lapsation, Dividend
Practices, and Annuity Disclosure, The purpose of the definition is to provide a shorthand way to refer to
those policy values which must be disclosed o any existing or prospective policyholders who request it.
Refer to subsections 5(AH2) and to 5(C)}1).

Policy Summary. [For the purposes of this regulation,] The Policy Summary [means] is a written statement

describing the elements of the policy, including, but not limited to:

1.

COMMENT:

COMMENT:

A prominently placed title as follows: STATEMENT OF POLICY COST AND BENEFIT INFORMATION.

The name and address of the insurance agent[,] or, if no agent Is involved, a statement of the procedure to
be followed in order to receive responses to inquiries regarding the Policy Summary.

The full name and home office or administrative office address of the company in which the life insurance
policy is to be or has been written.

The Generic Name of the basic policy and each rider.

The following amounts, where applicable, for the first five policy years and representative policy years there-
after sufficient to clearly illustrate the premium and benefit pacterns, including, but not necessarily limited
to, the years for which [Life Insurance] Cost Comparison Indexes are displayed and the earlier of at least
one age from sixty through sixty-five [or] and policy maturity [whichever is earlier] :

a. The annual premium for the basic policy,
b. The annual premium for each optional rider.
c. The [Guaranteed] amount payable upon death, at the beginning of the policy year regardless of the

cause of death, other than suicide[,] or other specifically enumerated exclusions, which is provided by
the basic policy and each optional rider, with benefits provided under the basic policy and each rider
shown separately.

d. The total [guaranteed] cash surrender values at the end of the year with values shown separately for
the basic policy and each rider.

e The Cash Dividends payable ar the end of the year with values shown separately for the basic policy
and each rider. (Dividends need not be displayed beyond the twenticth policy vear.)

f. Any [Guaranteed] endowment amounts payable under the poliey which are not included under
{guaranteed] cash surrender values above.

These are editorial changes to conform the form of this subsection to other usages in this draft.

g If the policy has a Nonguaranteed Factor, the maximum premium, minimum amount payable upon
death, minimum cash value, and minimum endowment amounts allowed by the policy. These amounts
may be shown in addition on the basis of the company’s Current Rate Schedule and Current Dividend
Scale.

The amounts that are described in subsections 4(M)(5)(a)-(f), are the illustrated or current amounts payable.
Subsection 4(M)(5){g) requires the insurer to show those same amounts according to the contract’s guarantec,
so that a consumer has readily available information abour the maximum premium and minimum benefits.
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COMMENT:

COMMENT:

COMMENT:

COMMENT:

10.

11.

COMMLEINT:
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The cffective policy loan annual percentage interest rate, if the pelicy contains this provision, specifying
whether this rate is applied in advance or in arrears. If the policy lozn intercst rate is [variable] adjustable,
the Policy Summaty [inc¢ludes the maximurmn annual percentage rate.] shall also indicate that the annual
percentage rate will be determined by the company in accordance with the provisions of the policy and the
applicable law.

See 1 1981 NAIC Proc. 535-6 {text of the NAIC Model Policy Loan Interest Race Bill).,

Changing the term ‘‘variable'’' to “‘adjustable’’ conforms this section to the language in the NAIC Model Policy
Loan Interest Rate Bill. Under that Model, now adopted in about two-thirds of the states, the maximum rate
can be indexed and can change during the period the foan is outstanding. Therefore, the phrase requiring the
Policy Summary to include the maximum annual percentage rate is obsolete and has been deleted. A provision
has been added that would require the Policy Summary to put the policyowner on notice that the rate may
change. Section 3{(e} of the Model Policy Loan Interest Rate Bill contains further requirements for notifying a
borrowing policyholder of the effective rate.

The [Life Insurance] Cost Comparsion Indexes for ten and twenty years butin no case beyond the premium:
paying period. Indexes shall be shown on the Guaranteed Basis as defined in Section 4(]) 2 and 4(]} 4 and,
if there are dividends or a Nonguaranteed Factor, shall also be shown on the [lustrated Basis as defined in
Sections 4(J)1 and 4(])3. Separate indexes [are] shall be displayed for the basic policy and for each optional
term life insurance rider. Such indexes need not be included for optional riders which are limited to benefits,
such as accidental death benefits, disability waiver of premium, preliminary term life insurance coverage of less
than [12] gwelve months and guaranteed insurability benefits, nor for [the] any basic policies or optional
riders covering more than one life.

The principal change is a provision for showing indexes on both guaranteed and illustrated basis in view of the
elimination of the Equivalent Level Annual Dividend. The other changes are editorial,

The Equivalent Level Annual Dividend, in the case of participating policies and participating optional term
life insurance riders, under the same circumstances and for the same durations at which Life Insurance Cost
Indexes are displayed. |

. A Policy Summary which includes dividends shall also include a statement that dividends are based on the

company's [¢]Current [d} Dividend [s]Scale and are not guaranteed [in addition to a statement in close
proximity to the Equivalent Level Annual Dividend as follows: An explanation of the intended use of the
Equivalent Level Annual Dividend is included in the Life Insurance Buyer's Guide.]

The purpose of these changes is to eliminate reference to the Equivalent Level Annual Dividend,

If the policy has a Nonguaranreed Factor, a statement indicating which cost factors are not guaranteed and

that such factors are based on the company’s Current Divident Seale or Gurrent Rate Schedule.

This new Provision incorporates an instruction for monguaranteed ¢ost factors similar to thar for dividends.
Note that the insurer is required also to inform the policyowner on the Policy Summary exactly which factors
may be changed withour his ot her consent.

[A] This statement in close proximity to the [Life Insurance] Cost Comparison Indexes [as follows] : “An
explanation of the intended use of these indexes is provided in the Life Insurance Buyer’s Guide.”

The date on which the Policy Summary is prepared. The Policy Summary must consist of a separate docu-
ment. All information required to be disclosed must be set out in such a manner as to not minimize or rendet
any portion thereof obscure. Any amounts which remain level for two or more years of the policy may be
represented by a single number if it is clearly indicated what amounts are applicable for each policy year.
Amounts in item 35 of this section shall be listed in total, not on a per thousand nor per unit basis. if more than
one insured is covered under one policy or rider, |guaranteed] death benefits shall be displayed separately for
each insured or for each class of insureds if death bencfits do not differ within the class, Zero amounts shall be
displayed [as zero and shall not be displayed] as a blank space.

All but onc of these changes are editorial. The substantive revision would allow the Policy Summary to
exhibit zero amounts as a blank space.
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{N)  Portfolio Average Method. The Portfolio Average Method is the method of determining dividends so that, except for

the effect of policy loans, dividends reflect investment earnings on funds attributable to all policies whenever issued.

SOURCE:

COMMENT:

II 1981 NAIC Proc. 755-56 (text of the Advisory Committee's Report to the (C3) Task Force on Manipula-
tion, Lapsation, Dividend Practices, and Annuity Disclosure); id. at 738 (text of the American Academy of
Actuaries’ Report on Dividend Principles and Practices to the same (C3) Task Force).

This definition should be read together with subsection 4(i), which is the definition of the Investment
Generation methed of allocating investment income. The operative subsections using these definitions are 5(B}
(2), 5(B) (3}, 5(B) (4], 5{C) 2)(b), and 5(C} {2)(c). These sections apply to existing and newly issued partici-
pating policies of a murtual life insurer. They implement the disclosure of dividend practices recommended
both by the American Academy of Actuaries and the NAIC’s Advisory Committee on Manipulation.

(0)  Yearly Price of Death Benefits. The Yearly Price of Death Benefits per $1,000 is calculated by applying the following

formula;

YP = (P-Dv-(CYCw-CVP/(F(001)

Where YP = Yearly Price of Death Benefits per $1,000

P = Annual premium

CYP = Sum of the cash value and terminal dividend at the end of the preceding year
CVC=__Sum of the cash value and terminal dividend at the end of the current year

SOURCE:

COMMENT:

D = Annual dividend

F = Faceamount
V= 1/(1.05)

11 1981 NAIC Proc. at 755 (text of the Report of the Advisory Committee on Manipulation to the (C3)
Task Force on Manipulation, Lapsation, Dividend Practices, and Annuity Disclosure); 11 1980 NAIC Proc.
at 831-33, 838 (text of earlier Report of the same Advisory Comumittee).

This definition defines an amount used in the caleulation of the Discontinuity [ndex (see subsection 4(F)).
The Yearly Price of Death Benefits has no other function in this proposed regulation.

Section 5. [Disclosure Requirements.] Duties of Insurers.

COMMENT:

This change is intended to make the heading more descriptive of this section’s content.

{A) Requirements Applicable Generally.

LA 1.

COMMENT:

[y

COMMENT:

The insurer shall provide, to all prospective purchasers, a Buyer's Guide and a Policy Summary prior to
accepting the applicant’s initial premium or premium deposit, provided however that:

a, [unless] If the policy for which application is made or its Policy Summary contains an unconditional
refund provision of at least ten days (or unless the Policy Summary contains such an uncenditional
refund offer in which event], the Buyer's Guide and Policy Summary must be delivered with the policy
ot prior to delivery of the pol—i-cy.

These are editorial changes.

b. lIn the case of policies whose] If the Equivalent Level Death Benefit of the policy for which applica-

tion is made does not exceed $5,000, the requirement for providing a Policy Summary will be satis-
fied by delivery of a written statement contzining the information described in Section 4[(G)] (M),
items 2, 3, 4, 5a, 5b, 5¢,6,7,2, 10, and 11.

The purpose of the change in the first three lines of subsection 5{A)(1)Xb) is to clarify that the application of
this provision is determined at the time of application, The balance of the changes require a statement relating
to the nonguaranteed nature and the basis of any nonguaranteed factor and also accomodate the revised
section designations.

[{B) The insurer shall provide a Buyer’s Guide and a Policy Summary to any prospective purchaser upon request, |
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2. If any prospective purchaser requesis a Buyer’s Guide, a Policy Summary, or Policy Data, the insurer shall
provide the item or material requested. Unless otherwise requested, the Policy Data shall be provided_for
policy vears one through twenty.

SOURCE: 1l 1981 NAIC Proc. at 755 (text of the Advisory Committee on Manipulation to the NAIC’s (C3) Task
Force on Manipulation, Lapsation, Dividend Practices, and Annuity Disclosure).

COMMENT: The substantive change in this provision is to require the insurer to provide certain policy data if the prospec-
tive insured requests it. That information is defined in subsection 4(L) as the premiums and benefits of the
policy, shown on both a guaranteed and illustrated basis. If requested to provide such information, the
insurer should provide it for the first twenty years of the contract unless the consumer requests it for a longer
or shorter period. Though the Advisory Committee on Manipulation had recommended that the
presumption be 30 years instead of 20, the drafters feit that the administrative benefits of continuing the
current presumption outweighed the costs of switching to the longer. Moreover, the provision allows the
prospective policyholder to request Policy Data for a period of any duration.

foa

If the Discontinuity Index of any policy exceeds:

a, Any of the test limits for discontinuity set forth in Appendix C herein, the insurer shall, prior to the
sale of any such policy, provide to the (tile of supervisory authority) a statement_identifying as
accurately as possible the specific policy premium or benefit causing the policy’s Discontinuity Index
to exceed the test limits, Upon request of the (title of supervisory authority), the insurer shall also

provide to the (title of supervisory authority) the Policy Data for policy years one through thirty, and
the Discontinuity Index and its component calculations,

&

The test limit set forth in Appendix C herein for the applicant’s issue_age, the insurer shall provide:

i The following statement displayed prominently on the Policy Summary and on all other sales
materjal that show or incorporate a Cost Comparison Index: ““This pelicy has an unusual partern
of premiums or benefits that may make comparison with the cost indexes of other policies
unreliable. You should discuss this with your agent or this company. A statcment of year-by-
year information is available.”

i, If the prospective purchaser requests ir, a statement identifying as_accurately as possible the
specific policy premium or benefit causing the policy’s Discontinuity index to exceed the appli-
cable test limit,

SOURCE: 1I 1981 NAIC Proc. at 754 (text of the Report of the Advisory Committee on Manipulation to the NAIC's
{C3) Task Force on Manipulation, Lapsation, Dividend Practices, and Annuity Disclosure); 11 1980 NAIC
Proc. at 83140 (text of carlier Report of the same Advisory Committee),

COMMENT: The object of this provisien is to make available to regulators and effected policyowners certain information
about policies that seem to have an unrealistically attractive progression of costs or benefits without any
acceptable rationale. (Refer to the definition of the term “Discontinuity Index” in subsection 4(F).) If a
poiicy exceeds any of the test limits in Appendix C, the insurer must so inform the regulator before it can
issuc the policy. At the same time the insurer must tell the regulator in writing which premium or benefit is
causing the policy to exceed the test limits. The regulator may request that the insurer also give him or her
the Policy Data for policy years 1-30 as well as the Discontinuvity Index itself and its component calculations.

As an additiona] measure, if a policy as applied for exceeds the test limit for the applicant’s particular age,
then the company must put a warning on the Policy Summary. That warning must also appear on any sales
material that contains any of the cost comparison indexes, If the applicant requests, the insurer must furnish
an explanation.

C

Requirements Applicable to Participating Policies Issued by Murtual Companies.

l

If a mutual life insurance company illustrates policyowner dividends that are calculated in a manner or on a basis
that:

1 Deviates substantially from the Contribution Principle, the Policy Summary and all other sales material
showing illustrated policyowner dividends must display prominently the following statement: “The illus-
trated dividends for this policy have not been determined in accordance with the Contribution Principle.
Contact this company for further information,”, ‘
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SOURCE:

COMMENT:
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Uses the Portfolio Average Method, the Policy Summary and all other sales material showing illustrated
policyowner dividends must include the following statement: “Illustrated dividends reflect current invest-
ment _earnings on funds applicable to all policies and are based on the Current Dividend Scale. Refer to your

Buyer’s Guide for further information.”

Uses the Investment General Method, the Policy Summary and all other sales material showing illustrated
policyowner dividends must include the following statement: “‘lllustrated dividends reflect current invest-
ment_earnings on funds attributable to policies issued since 12 — and are based on the Current Dividend Scale.
Refer 1o your Buyer's Guide for further information,’” *Drafting note: Insert at * the earliest year of the
issue-year grouping used to determine the investment earnings on currently issued policies.

Uses any combination of the Portfolio Average Method and the Investment Generation Method, the Policy
Summary and ali other sales marterial showing illustrated policyownet dividends must include an appropriate
statement, analagous to the statements required by Sections 5(B) 2 and 5(B) 3, indicating how current
investment eamings are reflected in illustrated dividends.

I1 1981 NAIC Proc. at 754-56 (text of the Report of the Advisory Committee on Manipulation to the NAIC's
(C3) Task Force on Manipulation, Lapsation, Dividend Practices, and Annuity Disclosure); Academy Report at
12-14; 11 1981 NAIC Proc. at 738 (text of the Report of the American Academy of Actuaries Committee on
Dividend Principles and Practices to the NAIC's (C3) Task Force on Manipulation, Lapsation, Dividend
Practices, and Annuity Disclosure).

The requirements in this secrion apply only to policies newly issued by mutual companies. Parallel require-
ments for existing policies issued by mutual companies appear in the following subsection. There are
currently no principles governing the dividend practices of participating policies issued by stock companies.
Consequently these proposed revisions contain no requirements applicable to stocks’ participating policies.
The American Academy of Actuaries will be completing its work on how dividends should be determined for
those policies. Those principles could be incorporated into this regulation at that time.

Basically this section requires most mutuals to tell prospective policyholders and applicants something about
how investment income is allocated. The reason that disclosure is important is that the method of allocating
investment income affects the comparability of dividend illustrations. For example, “when recent investment
rates exceed portfolic average rates, it would be expected that a lower cost than one using a portfolio average
method. The reverse of this cost relationship would occur when recent investment rates are lower than port-
folio average rates.”” Academy Report at 14, Disclosure of the method of investment income allocation is also
important because dividends paid on the basis of new money rates are likely to be more volatile than those
paid on the basis of an average rate.

The section also requires mutuals to tell prospective policyowners or applicants if their illustrated dividends
are not calculated in accordance with the Contribution Principle. If the mutual uses the Contribution
Principle, no disclosure of that is required since its use is generally accepted practice. Academy Report at
18. The principle itself is defined in subsection 4(C). i

(C) Requirements Applicable to Existing Policies

1

j

If a policyowner residing in this state requests it, the insurer shall provide Policy Data for chat policy. Unless
otherwise requested, the Policy Dara shall be provided for twenty consecutive vears beginning with the
previous policy anniversary. The statement of Policy Data shall include cash dividends according to_the
Current Dividend Scale, the amount of outstanding policy loans, and_the current policy loan interest rate,
Policy values shown shall be based on the dividend option in effect at the time of the request. The insurer
may charge a reasonable fee, not to exceed $-, for the preparation of the statement,

If a mutual life insurance company:

a. Deviates substantially from the Contribution Principle, it shall annually advise each affected policy-
owner residing in this state that the dividend paid that year was not determined in accordance with the
Contribution Principle and that the policyowner may contact the company for further information.
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COMMENT:
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b. Is determining dividends, as of the effective date of this regulation, using the Investment Generation
Method, it sha_ll,_widzlin eighteen months of such date, advise each affected policyowner residing in
this state that the dividend for the policy reflects current investment earnings on funds applicable to
policies issued from 19* through 19%. This requirement shall not apply to_policies for which the
amount payable upon death under the basic policy as of the date when advice would otherwise be
required does not exceed $5,000. *Drafting Note: Insert at * the applicable years of issue,

I(‘:
o
>
fa
=

]
[3]
w
o
W
3
a
(s
=
=]
[*7
[a]
=
=%
1]
End
™
4
2
=8
=
5

ll'l!i
=
=,
=9
I
=
o
w1
~
B
m

}V'l
[a]
=]

ey
7=
W

=

E

1]

=1

i

1

17

[y

1l

]
Q
=
-
<
-
=

"
—
=
L

[kl
@
3
o
=
~

Generation Method, it shall, no later than when the first dividend is payable on the new basis, advise
each affected policyowner residing in this_state of this change and of its implication on dividends
payable on affected policies. This requirement shall not apply to policies for which the amount
payable upon death under the basic policy as of the date when advice would otherwise be required
does not exceed $5,000.

Il 1981 NAIC Proc. at 756 (text of the Reporr of the Advisory Committee on Manipulation to the NAIC's
(C3) Task Ferce an Manipulation, Lapsation, Dividend Practices, and Annuity Disclosure).

This section imposes one additional type of disclosure on all insurers. That is w provide current information
abour his or her policy to any existing insured who asks for it. As in subsection 5(A)(2}, the drafters chose to
assume, as 3 matter of administrative practicality, that unless the insured requested otherwise, the information
would be furnished for a period of 20 years, It is important to note that the Policy Data would be based on
the company’s then-current assumptions and on the particular options chosen by the insured. Also note that
the insurer is allowed to charge a reasonable fee for this service, but this draft does not specify the amount of
that fee,

Subsecction 5(C){2}, like subsection 5(B), applies only to mutual insurers, First, any murtual that does not
comply with the Contribution Principle must so advise each effected policyowner who resides in any state
where this regulation is effective. The mutual must do that in each year that the dividend paid did in fact
deviate., Second, if a mutual is using the Investment Gene¢ration Method to allocate investment income as of
the effective date of this proposed regulation, then it must so notify cach effected policyowner who resides
in any state where this regulation is effective. The mutual has 18 months to provide that notice. Finally, if
the murual changes its methed of allecating dividends from or to the Investment Generation Method after
the effective date of this regulation, then it must tell those policyowners. It must tell them how the change
will affect their dividends no later than when the first dividend is payable on the new basis.

Please note that the last two requirements, subsections 5(CM2)(b} and (c), which require 2 mutual to advise
its existing policyowners abour its method of investment income allocation, do not apply to policies with a
face amount of $5,000 or less. The drafters felt such requirements were not cost-effective for such small
policies. The provision requiring notification of deviation from the Contribution Principle would, of course,
apply.

Section §. Special Plans. This section modifies the application of this regulation as indicated for certain special plans of life

COMMENT: Since the NAIC adopted the current regulation in 1976, a number of new types of policies have been designed.

Application of the current regulation to those policies has been uncertain and perhaps not uniform. This
section is intended to make that application clear and consistent.

Enhanced Ordinary Life Policies. An Enhanced Ordinary Life Policy is a participating policy which has the follow-
ing characteristics for all issue ages:

b

The basic policy has a guaranteed death benefir_that reduces after an initial period of one or more years to
abasic amount; and

A special dividend option that provides (a) a combination of immediate paid-up additions and one-year term
insurance or (b) deferred paid-up additions, either of which on_the basis of the Current Dividend Scale will
provide a combined death benefir {reduced basic amount plus paid-up additions plus one-year term insur-
ance) at least equal to the initial face amoung.
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The crossover point of an Enhanced Ordinary Life Policy is the first policy anniversary at which the sum of the re-

duced basic ameunt and paid-up additions equals or exceeds the initial death benefit.

For these policies:

1.

I

3.

SOQURCE:

COMMENT:

The cash value of benefits purchased by dividends payable on or before the crossover point is included in the
cash surtender value for the purpose of Section 4(J) 1.a.

The death benefit purchased by dividends payable on or before the crossover point is included in the amount
payable upon death for the purpose of Section 4(G) 1.

Dividends payable after the crossover point are assumed te be paid in cash for the purpose of Section 4())
1b.

1 1982 NAIC Proc. at 400, 405-06 {(text of the Statement of the American Council of Life Insurance to the
NAIC’s (A) Committee's Task Force on Life Insurance Cost Disclosure).

In calculating the relative cost indexes, dividends credited on or before the crossover point are applied under
the dividend option that produces the level death benefit. Thus, those indexes are not reduced by dividends
due on or before that point, but the cash values and dearh benefits thar the dividends purchased are taken into
account.

After the crossover point, the calculations of the relative cost indexes assume that dividends are used to reduce
premiums since the level death benefit that this approach produces is usuaily the basic on which the policy is
boughe,

(B}  Flexible Premium and Benefit Policies. For policies, commonly called "universal life insurance policies,” which:

1,

2.

Permit the policyowner to vary, independently of each other, the amount or timing of premium payments, or
the amount payable on death; and

Provide for a cash value that is based on separately identified interest credits and mortality and expense

charges made to the E"i,i,?).’:'

All indexes and other data shall be displayed assuming specific schedules of antcipated premiums and death benefits

ar issue,

In addition to all other information required by this regulation, the Policy Summary shall indicate when the policy

will expire based on the interest rates and mortality and other charges guaranteed in the policy and the antici-

pated or assumed annual premiums shown in the Policy Summary.

COMMENT:

The drafters declined to specify the schedules of premiums and benefits to be assumed in caleulating relative
cost indexes for these policics. They felt that the specific schedule that the applicant desired was a much
more appropriate and more useful assumption. These assumptons should, of course, be stated on any
display. Note that this section also requires that the Policy Summary must indicate when the policy will
expire based on those guarantees and the assumed premium schedule.

(C)  Mulditrack Policies. For policies which allow a policyowner to change or convert the policy from one plan or

amount to another, the Policy Summary:

|~

2

COMMENT:

Shall display ail indexes and other data assuming that the option is not exercised; and

May display all indexes and other data using a stated assumption about the exercise of the gptian.

An example of the type of policy subject to this subsection is adjustable life.

(D) Policies with Any Rate Subject to Continued Insurability. For policies which allow a policyowner 2 reduced

1

Shall display cost indexes and other data assuming that the insured always qualifies for the lowest premium;
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2. Shall display cost indexes and other data assuming that the company always charges the highest premiums
al[owab[e and
3. Shall indicate the conditions that must be fulfilled for an insured to qualify periodically for the reduced rate.

SOURCE: I 1982 NAIC Proc, at 401, 406 (text of the Statement of the American Council of Life Insurance to the
NAIC's (A) Committee’s Task Force on Life Insurance Cost Disclosure).

COMMENT: These ar¢ commonly known as “revertible term policies,” The drafters recommended this approach because
the cost is not completely under the insured’s control, The cost can be affected by changes in the insured’s
health and the insurer’s underwriting standards.

—_
e

For all other special plans of life insurance, an insurer shall provide or deliver both a Policy Summary substantially

similar to that described in Section 4(M) and a Buyer s Gu1de Use of those materials shall be deemed to be substan-
tial compliance with this regulation unlcs& the (title ot supervisory authority) makes a finding that such disclosure

materials misrepresent a material term or condition of the contract or omit a material fact,

COMMENT: This subsection makes this proposed regulation able ro accommodate new product designs. It requires an
insurer seliing a policy that meets none of the definitions contzined in this regulation ro deliver or provide
a Policy Summary that is substantially similar to that otherwise required by this regulation. An insurer using
such a Policy Summary can assume that it is in substantial compliance with this proposed regulation until
the commissionet makes a finding that the summary misrepresents a material term or condition of the
contract or omits a material fact.

Section 7[6]. General Rules.

(A)  Each insurer shall maintain, at its hame office or principal office, 2 complete file containing one copy of each docu-
ment authorized and used by the insurer {for use] pursuant to this regulation, Such file shali contain one copy of
cach guthorized form for a period of three yvears following the date of its last authorized use.

COMMENT: The purpose of this proposed revision is to clarify that the insurer must keep a copy of each document both
filed and used.

{B)  An agent shall inform the prospective purchaser, prior to commencing a life insurance sales presentation, that he or
she is acting as a life insurance agent and inform the prospecive purchaser of the full name of the insurance
company which [he] the agent is representing to the buyer. In sales situations in which an agent is not invelved, the
insurer shall identify its full name.

COMMENT: The purpose of this proposed revision is to eliminate a gender-specific reference,

{C)  Terms such as financial planner, investment advisor, financial consultant, or financial conseling shall not be used in
such a way as to imply that the insurance agent is primarily [generally] engaged in an advisory business in which
compensation is unrelated to sales unless such is actually the case.

COMMENT: The purpose of this proposed revision is to clarify what an agent may not do: No agent may imply thart his
primary business is noncommissioned unless thac is true.

(D) Any reference to a [policy] dividend{s] ot other Nonguaranteed Factor must include a statement that such item is
|dividends are! not guaranteed [.) and is based on the company’s Current Dividend Scale or Current Rate Schedule.
If a dividend or Nonguaranteed Factor would be reduced by the existence of a policy loan, a statement to this effect

must be included in any reference to such dividend or Nonguaranteed Factor.

COMMLENT: The purpose of this proposed revision is to broaden the scope of this provision. All policy cost factors that
are not guaranteed must be so designated. The last sentence would be applicable where the company uses a
procedure commonly known as “direct recogrition,” under which policy dividends or, for example, interest
credits under universal life insurance policies reflect the extent of loan activity on a policy-by-policy basis.
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(E) A system or presentation which does not recognize the time value of money through the use of appropriate interest
adjustments shall not be used for comparing the cost of twe or more life insurance policies, Such 2 system may be
used for the purpose of demonstrating the cash-flow pattern of a policy if such presentation is accompanied by a
statement disclosing that the presencation does not recognize that, because of interest, a dollar in the future has less
value than a dollar today.

(F) A presentation of cpsts or benefits, other_than that required pursuant to this regulation, shall not display guaranteed
and nonguaranteed factors [benefits] as a single sum unless they are shown separately in close proximity thereto,

{G)  Any statement tegarding the use of the [Life Insurance] Cost Comparison Indexes shall include an explanation o the
effect that the indexes are useful only for the comparison of the relative costs of two or more similar policies.

(1) A [Life Insurance] Cost Comparison Index which reflects a_dividend or Nonguarinteed Factor [dividends or an
Equivalent Level Annual Dividend] shall be accompanied by a statement that it is based on the company’s [c]
Current [d] Dividend [s) Scale or Current Rate Schedule and is not guaranteed.

COMMENT: The purpose of the revisions proposed in these subsections are to broaden their effect to conform them to
the balance of the material in the proposed regulation.

[{I)  For the purposes of this regulation, the annual premium for a basic policy or rider, for which the company reserves
the right to change the premiums, shall be the maximum annual premium. ]

COMMENT: The drafters propose to eliminate this provision since it is superseded by other provisions in this proposed
regulation.

Section [7] 8. Failure to Comply.

Failure of an insurer to provide or deliver a Buyer's Guide, [or] a Policy Summary, or Policy Data as provided in Sections
5 and 6 shall constitute an omission which misrepresents the benefits, advantages, conditions or terms of an insurance
policy,

COMMENT: Subsections 5(A)(3) and 5{C)(1) require ant insurer to deliver the Policy Data if an existing or prospective
insured requests it. To make that requirement operative, the phrase “or Policy Data" is inserted here. Like-
wise section § lists requirements applicable to special plans; that notarion is included here to require insurers’
compliance.

Section 9. Separability, If any provisions of this rule be held invalid, the remainder shall not be affected.
COMMENT: This is a standard provision usually added to administrative rules to protect nonoffending provisions.

Section [8] 10. Effective Date. This rule shall [apply to all solicitations of life insurance which commence on or after]
became effective (insert a date at least six months following adoption by the regulatory authority.)

COMMENT: The drafters recommend that the rule be adopted with an effective date delayed at least six months.

APPENDIX A
Life Insurance Buyer’s Guide
The language in the Buyer's Guide is limited to that contained in the following pages of this Appendix, or to language

approved by (title of supervisory authotity). However, companies can vary the type style and format and are encouraged
to enhance the readability, design, and attractiveness of the Buyer’s Guide.

IR L ERE L RN BRI SRS IR RIS R REY RS
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ATTACHMENT THREE

DATE: November 30, 1983
TO: Life Cost Disclosure {A) Task Force
FROM: Sub-task Force to Consider Further the Exposure Draft of the Model Replacement Regulation

This sub-task force was appointed at the meeting of the Life Cost Disclosure (A) Task Force June 14, 1983, Each state was
strongly urged to immediately review the exposure draft of a Model Life Insurance Replacement Regulation offered by the
American Council of Life lnsurance and send written comments to each of the sub-task force members. Interested industry
persons were also to make written comments.

We have received written suggestions from Raymond H. Riss, Assistant Vice President, Fireman's Fund American Life
Insurance Company, and have had general comments from Robert Demichelis of the American Council of Life Insurance.
Fireman's Fund Amerjcan Life offered an analysis and critique of the exposure draft, bur takes the position that the pre-
ferred action by NAIC is adoption of a model regulation combining replacement requirements with life insurance solicitation
and annuity disclosure rules. The Indiana representatives on the sub-task force, Chief Deputy W.F. Shanner, furnished an
analysis of the ACLI exposure draft and a revision of it.

The sub-task fotce has not had an opportunity to review all of rhese suggestions sufficiently to make a firm recommendation
for proposed changes in the NAIC model regulation. Therefore, we recommend that this information and that offered at the
June 14, 1983 meeting of the Task Force be accepted for the information and guidance of those states which may be con-
sidering revising their life insurance replacement regulation,

M.E. Van Cleave, Wisconsin
Don H, Miller, Indiana
William P. Daves, Jr,, Texas
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MANIPULATION, LAPSATION, DIVIDEND PRACTICES AND ANNUITY
DISCLOSURE (A) TASK FORCE

Reference:
1983 Proc. 1 p. 569
1983 Proc. I p. 612

Kevin Sullivan, Chairman—Nevada
Thomas J. Caldarone, Jr,, Vice-Chairman—Rhode Island

[Editor’s Note: The Manipulation, Lapsation, Dividend Practices and Annuity Disclosure (A)
Task Force did not meet during the NAIC 1983 Winter Annual Meeting in San Diego. The
task force was discharged by the Executive Committee. See p. 34.]
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UNIVERSAL AND OTHER NEW PLANS (A) TASK FORCE

Reference:
1983 Proc. [ p. 580
1983 Proc. 11 p. 614

J. Richard Barnes, Chairman — Colorado
Peter W. Gillies, Vice-Chairman — Connecticut

AGENDA

Review and Adapt Tampa Minutes.

Report of Industry Advisory Committee.

Report on Model Universal Life Regulation,

Any Other Matters Brought Before the Task Force.

TV S ]

CONTENTS

Decemnber 1983 Report .. . . . ., .0 . .. e e e e e e e e e 513
Advisory Committes Report on Model

(Attachment One) . . . . . v v v v v i e e e e e e 514

ACLI Comments (Attachment Two) . . . . o o v 0 v u v vt v vt e e oo 527

The Universal and Other New Plans (A) Task Force met inthe California Room of the Town
and Country Hotel in San Diego, California, at 9 a.m. on December 6, 1983. A quorum was
present. J. Richard Barnes (Colorado) chaired the meeting with the following task force
members present: J. Richard Barnes, Chairman (Colorado); Linda Garner (Arkansas);
Bruce A. Bunner (California); Daniel D. Briscoe (Kentucky); Michael J. Dugan (Nebraska);
James P, Corcoran (New York); George Fabe (Ohio); Roger T. Smith (South Carolina) and
Thomas P. Fox (Wisconsin).

There having been no meeting in Tampa, no minutes were adopted.

James M. Jackson, counsel for Transamerica Occidental Life, Chairman of the advisory
committee on Universal Life, reported on that committee’s work. It has met 11 times in
the past 12 months in numerous different locations from Washington, D.C., to Los Angeles.
This made it accessible to all interested parties and organizations. Members of the American
Academy of Actuaries, American Council of Life Insurance, NAIC Technical Staff Actuarial
Group (TSAG), commissioners and many others were kept fully informed of all input and
progress. A copy of their final product is attached (Attachment One).

John Montgomery (TSAG) reported on that group’s review of the proposed model
regulation. It recommends adoption of the proposed model. It also recommends
continuation of service for further refinement as it is implemented. It also recommends that
TSAG continue its input on this subject.

William Tozer, actuary for Kentucky Central Life and chairman of the ACLI Committee
on Valuation and Nonforfeiture of Special Products, gave a detailed report of its studies
and review. His committee recommends adoption. A copy of his written comments is
attached to this report (Attachment Two).

Maureen McGrath, counsel for ACLI, stated that her organization recommends the adoption
of the model.

513
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Steve Kellison, executive director of the American Academy of Actuaries, reported that the
academy recommends adoption. He also recommended continuation of the advisory com-
mittee.

It was moved, seconded and unanimously adopted that the task force recommend to the
NAIC that it adopt the proposed model.

It was further moved, seconded and unanimously adopted that the advisory committee be
continued with such changes in membership as may be appropriate. Its mission will be to
continue review of the regulation as it is adopted and implemented by various states. The
TSAG will also be asked for its appropriate input.

A third motion was made, seconded and adopted to recommend the appointment of
another advisory committee to study update of interest index for use with other products.
Such index would be based on that of the Model Universal Life Regulation.

The chairman sincerely thanked all who had worked so hard on the model.
With no further business to come before the task force, the meeting adjourned at 9:50 a.m.

J. Richard Barnes, chairman, Colorado; Peter W. Gillies, vice-chairman, Connecticut; Linda
Garner, Arkansas; Bruce A. Bunner, California; Daniel D. Briscoe, Kentucky; Michael J.
Dugan, Nebraska; Joseph F. Murphy, New Jersey; James P. Corcoran, New York; George
Fabe, Ohio; Rogers T. Smith, South Carolina; Richard G. Shaw, West Virginia; Thomas P.
Fox, Wisconsin.

ATTACHMENT ONE
November 14, 1983

To: Advisory Committee to the Universal Life Insurance and Other New Plans (A} Task Force
Other Interested Persons

Attached please find the final draft of the Model Regulation on Universal Life Insurance. We anticipate that this Model
Regulation will be favorably received at the upcoming NAIC meetings in December. Thank you for your interest in and
contributions to the Model Reguiation,

Very truly yours,

Diana M. Marchesi
Assistant Counsel

November 14, 1983

To: The Honorabie ]J. Richard Barnes
Chairman, Universal Life Insurance and Other New Plans Task Force

Task Force Members

Artached is a copy of the final work product of the advisory commirtee. Each of the advisory committee members worked
diligently and constructively over the course of the past year and a half on this interesting and challenging project. Iam
most appreciative of them and of the many other regulatory, industry and wade association people whose efforts, ideas
and energy have contributed substantially co this model regulation.
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Thank you for the opportunity of working on a model regulation in an area critically in need of a uniform treatment and
approach by the state insurance regulatory auchorities,

James M. Jackson. Counsel
Chairman
Advisory Committee
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Page

Article VIIIL, Disclosure Requirements

Section 1 Disclosure Requirements
Article IX. Periodic Disclosure wo Policyowner

Section 1 Requirements
Article X. Interest-Indexed Universal Life Insurance Policies

Section 1 Initial Filing Requirements

Section 2 Additional Filing Requirements

Section 3 Statement of Actuarial Opinion

UNIVERSAIL LIFE INSURANCE MODEL REGULATION

ARTICLE 1: AUTHORITY

Section 1. Authority,

This regulation is promulgated under the authority of Section (insert applicable section), of the Insurance Laws of (insert
state), and is effective (insert date),

ARTICLE 11: PURPOSE

Section 1. Purpose

The purpose of this regulation is to supplement existing regulations on life insurance policies in order to accommeodate the
development and issuance of universal life insurance plans.

{Note: It is the position of the drafters of this regulation that universal life insurance is simply another, competing
type of life insurance which should be wreated, to the extent possible, in the same regulatory manner as other life
insurance products. This regulation is designed 1o address those areas where universal life insurance does not ““fit"”
into the existing regulatory framework, This regulation does not supersede existing requirements relating to filing,
solicitation, advertising, etc., but is supplementary to them.)

ARTICLE III: DEFINITIONS

As used in this regulation:

Section 1. Universal Life Insurance Policy.

"Universal life insurance policy’’ means any individual life insurance policy under the provisions of which separately
identified interest credits (other than in connection with dividend aceumnulations, premium deposit funds, or other supple-
mentary accounts) and mortality and expense charges are made to the policy. A universal life insurance policy may provide
for ather credits and charges, such as charges for the cost of benefits provided by rider.

(Note: This regulation is specifically designed for individual life insurance policies. [t is not intended, however, to
prohibit the issuance of group universal life insurance poiicies, States are free to adopt whatever portions of this
regulation which ate appropriate for group insurance and which are in accordance with State law. Unlike the
unitary nature of traditional whole life insurance, a distinguishing feacure of universal life insurance is the existence
of an indeterminate policy value from which specified periodic charges are deducted and to which specified periodic
interest is credized at a rate not determined at issue. This indeterminate policy value feature with separately
identified charges and credits may or may not have a premium pattern predetermined by the insurer at issue.
Valuation and nonforfeiture treazment of these produces varies depending upon the nature of the premium pattern.
To distinguish these trearments, z definitional distincrion has been made berween “flexible” and *‘fixed” premium
policy forms.)
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Section 2. Flexible Premium Universal Life Insurance Policy.

“Flexible premium universal life insurance policy’ mieans a universal life insurance policy which permits the policyowner
to vary, independently of each other, the amount or timing of one or more premium payments aor the amount of insurancc.

Section 3. Fixed Premium Universal Life Insurance Policy,

“Fixed premium universal life insurance policy’” means a universal life insurance policy other chan a flexible premium
universal life insurance policy.

Section 4, Incerest-Indexed Universal Life losurance Policy.

“Interest-indexed universal life insurance policy’” means any universal life insurance policy where the interest credits are
linked to an external referent.

(Note: This definition is net intended to include those policies which only have a variable policy loan interest rate
provision, but have no other link to an external referent.

This regulation prescntly addresses only the indexing of interest credits. The regulation does not preclude the
indexing of other factors, e.g. mortality or expenses. Should other products be developed which involve the
indexing of factors other than interest credits, this vegulation may require modification, The regulation does not
preclude insurance departments from adding requirerments regarding the indexing of such other facrors.)

Section 5. Net Cash Surrender Value.

“Net Cash Surtender Value” means the maximum amount payable to the policyowner upon surrender.

Section 6.  Cash Surrender Value.

““Casa Surrender Value” means the Net Cash Surrender Value plus any amounts outstanding as policy loans.

Section 7. Policy Value.

“Policy Value” means the amount te which separately identified interest credics and mortality, expense, or other charges
are made under a universal life insurance policy.

(Note: Universal life insurance policies may use designated amounts for different purposes. These include the
following: the bas¢ upon which interest credits are calculated; the amount subtracted from the policy’s face value to
determine net amount at risk for calculation of mortality charges, and the amount paid upon surrender. These
amounts may all be the same or may be different. For purposes of this regulation, these amounts do not define
policy value, although they may be coincidentally equal to that amount as defined above.

Care should be taken not to place undue emphasis on the policy or “account” value. Very often the policy value is
not directly available to the policyowner, Instezd, the policy value is an intermediate step used to determine
benefits actuzlly available to the policyowner such as cash surrender values, net cash surrender values, death
benefits, or maturity values, The benefits actually provided the policyowner should be considered in establishing
valuation and nonforfeiture standards.

Section 8. May.

“May’’ is permissive.

Section 9. Shall.

“Shall” is mandatory,

Section 10, Commissioner,

“Commissioner’” (Director, Superintendent) means the Insurance Commissioner (Director, Superintendent) of this state.
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ARTICLE 1V: SCOPE

Section 1, Scope.

This regulation encompasses ail individual universal life insurance policies except those policies defined under Article 11,
Section 19 of the NAIC Model Variable Life Insurance Regulation,

ARTICLE V: VALUATION

Section 1.  Requirements.

The minimum valuation standard for universal life insurance policies shall be the Commissioners Reserve Valuation
Method, as described below for such policies, and the tables and interest rates specified below. The terminal reserve for
the basic policy and any benefits and/or riders for which premiums are not paid separately as of any policy anniversary
shall be equal to the net level premium reserves less (C) and less (D), where:

Reserves by the net level premium method shall be equal to ((A) - (B))r where (A), (B) and r are as defined below:
(A) is the present value of all future guaranteed benefits at the date of valuation.

. . PVFB ..
(B} is the quantity —5— (ay +t) where PVFB is the present value.
X

of all benefits guaranteed at issue assuming future Guaranteed Marturity Premiums are paid by the policyowner and
tzking inte account all guarantees contained in the policy or declared by the insurer.

“ax and Gy are present values of an annuity of one per year payable on policy anniversaries beginning at ages x and x+t
respectively, and continuing until the highest attained age at which a premium may be paid under the policy. (x)is
defined as the issue age and (t) is defined as the duration of the policy.

The Guaranteed Marturity Premium for flexible premium universal life insutance policies shall be that level gross premium,
paid at issue and periodically thercafter over the period during which premiums are allowed to be paid, which will mature
the policy on the latest maturity date, if any, permitted under the policy (otherwise at the highest age in the valuation
mortality table), for an amount which is in accordance with the policy structure.] The Guaranteed Maturity Premivm is
calculated at issue based on all policy puarantees at issue {excluding guarantees linked to an external referent). The
Guaranteed Maturity Premium for fixed premium universal life insurance policies shall be the premium defined in the
policy which ar issue provides the minimum policy guarantees.

¥ is equal to one, unless the policy is a flexible premium policy and the policy value is less than the Guaranteed Maturity
Fund, in which case r is the ratio of the policy value to the Guaranteed Maturity Fund.

The Guaranteed Marurity Fund at any duration is that amount which, together with future Guaranteed Maturiry
Premiums, will mature the policy based on all policy guatantees at issue.

{C) is the quantity ({a) - (b)) x4t r, where (a) - (b) is as described in [Section Four of the Standard Valuation Law, as

ax

amended in 1980] for rhe plan of insurance defined at issue by the Guaranteed Maturity Premiums and all guarantees
contained in the policy or declared by the insurer,

4, 4 and i, are defined in (B) above,

(D) is the sum of any additional quantities analogous to (C) which arise because of structural changess in the policy, with
each such quantity being determined on a basis consistent with that of (C) using the maturity date in effect at the dme of
the change.

The Guaranteed Maturity Premium, the Guaranteed Maturity Fund and (B) above shali be recalculated to reflect any
structural changes in the policy. This recalculation shall be done in a manner consistent with the descriptions above,

Furure guaranteed benefits are determined by (1) projecting the greater of the Guaranteed Maturity Fund and the policy
value, taking into account future Guaranteed Maturity Premiums, if any, and using all guarantees of interest, mortality,
expense deductions, etc., contained in the policy or declared by the insurer; and (2) taking into account any benefits
guaranteed ir the policy or by declaration which do not depend on the policy value.
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All present values shall be determined using (i) 2n interest rate {(or rates) sepcified by [the Standard Valuation Law, as
amended in 1980] for policies issued in the same year: (i) the mortality rates specified by [the Srandard Valuation Law,
as arnended in 1980] for policies issued in the same year ar contained in such other table as may be approved by the
Commissioner for this purpose; and (iii) any other tables needed to value supplementary benefits provided by a rider which
is be:ng valued together with the policy.

(Note: To the extent that the insurer declares guarantees more favorable than those in the policy (contractual
guarantees}, such declared guarantees shall be applicable to the determination of future guaranteed benefits,

The meortality and interest bases for caleulating present values are the minimum standards in the Standard Valuation
Law,

Ever since the adoption of the original Standard Valuation Law (SVL) in 1942, provision has been made for
valuation calculations on the basis of substandard mortality. (See Section 3(g) of SVL.) While this provision has
been used infrequently in the past, it is anticipated that substandard martality will be more frequently utilized in
universal life Insurance, given its flexible nature, to reflect the mortality classification assigned to the policy by the
nsurer.

1. The maturity amount shall be the initial death benefit where the death benefit is level over the lifetime of
the policy except for the existence of a minimum-death-benefit corridor, or, shall be the specified amount where
the death benefit equals a specified amount plus the policy value or cash surrender value except for the existence
of a minimum-death-benefit corridor.

2. The Guarznteed Maturity Premium for both flexible and fixed premium policies shall be adjusted for death
benefic corridors provided by the policy. The Guaranteed Maturity Premiom may be less than the premium
necessary to pay all charges. This can especially happen in the first year for policies with large first year expense
charges.

3. Structural changes are those changes which are separate from the auromartic workings of the policy, Such
changes usually would be initiated by the policyowner and include changes in the guaranteed benefits, changes in
latest maturity date, ot changes in allowable premium payment period.

In effecting structural changes, consistent methods are prescribed when calculating reserves. Several such methods
are possible, but perhaps the simplest such method would be that of maintaining proportionality between the
Guarznteed Maturity Fund and Guaranteed Maturity Premium values and the cutrent face amount, In applying this
method, Guaranteed Maturity Fund and Guaranteed Maturity Premium values could be calculated per dollar of face
amount and simply multiplied by the new face amount. This would eliminate much of the complexity involved in
other methods.)

Section 2. Alternative Minimum Reserves.

If, in any policy year, the Guaranteed Maturity Premium on any universal life insurance policy is less than the valuation net
premium for such policy, calculated by the valuation method actually used in calculating the reserve thereon but using the
minimum valuation standards of mortality and rate of interest, the minimum reserve required for such contract shall be
the greater of (1) or {2).

(1)  The reserve calculated according to the method, the mortality table, and the rate of interest actually used.

(2)  The reserve calculated according to the method actually used but using the minimum valuation standards
of mertality and rate of interest and replacing the valuation net premium by the Guaranteed Maturity
Fremium in each policy yeat for which the valuation ner premium exceeds the Guaranteed Maturity
Premium,

For universal life insurance reserves on a net level premium basis, the valuation net premium is PYFB and for reserves on a
—

e
Cemmissioners Reserve Valuation Method, the valuation net premium is PVFB | (a)-(b).

A% x
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ARTICLE V1: NONFORFEITURE

Section 1.  Minimum Cash Surrender Values for Flexible Premium Universal Life Insurance Policies,

Minimum cash surrender values for flexible premium universal life insurance policies shall be determined separately for the
basic policy and any benefits and riders for which premjums are paid separately. The following requirements pertain to a
basic policy and any benefits and riders for which premiums are not paid separately.

The minimum cash surrender value (before adjustment for indebtedness and dividend credits) availabie on a date as of
which interest is credited 1o the policy shall be equal to the accumulation to that date of the premiums paid minus the
accumulations to that dave of (i} the benefit charges, (ii) the averaged administrative expense charges for the first policy
year and any insurance-increase years, (iii) actual administrative expense charges for other years, (iv) initial and additional
acquisition expense charges not exceeding the initial or additional expense allowances, respectively, (v) any service charges
actually made (excluding charges for cash surrender or election of a paid-up nonforfeiture benefit) and {(vi) any deductions
made for partial withdrawals; all accumulations being at the actual rate or rates of interest at which interest credits have
been made unconditionally to the policy (or have been made conditionally, but for which the conditions have since been
met), and minus any unamortized unused initial and additional expense allowances,

Interest on the premiums and on all charges veferved to in items (i) - (vi) above shall be accumulated from and to such
dates as are consistent with the manner in which interest is credited in determining the policy value.

The benefit charges shall include the charges made for mortality and any charges made for riders or supplementary benefits
for which premiums are not paid separately. If benefit charges are substantially leve! by duration and develop low or no
cash values, then the Commissioner shall have the right to require higher cash values unless the insurer provides adequate
justification that the cash values are appropriate in relation to the policy's other characteristics.

The administrative expense charges shall include charges per premium payment, charges per dollar of premium paid,
periodic charges per thousand dollars of insurance, periodic per policy charges, and any other charges permitted by the
policy to be imposed without regard to the policyowner’s request for services.

The averaged administrative expense charges for any year shall be these which would have been imposed in that year if
the charge rate or rates for each transaction or period within the year had been equal to the arithmetic average of the
corresponding charge rates which the policy states will be imposed in policy years two through twenty in determining
the policy value.

The initial acquisition expense charges shall be the excess of the expense charges, other than service charges, actually made
in the first policy year over the averaged administrative expense charges for that year. Additional acquisition expense
charges shall be the excess of the expense charges, other than service charges, actually made in an insurance-increase year
over the averaged administrative expense charges for that year. An insurance-increase year shall be the year beginning on
the date of increase in the amount of insurance by policyowner request {or by the terms of the policy).

Service charges shall include charges permitted by the policy to be imposed as the result of a policyowner’s request for a
service by the insurer (such as the furnishing of future benefit illustrations) or of special transactions.

The initial expense allowance shall be the allowance provided by [items (ii), (iii} and (iv) of section five] or by [items
(ii) and (iii) of section five-c(1)], as applicable, of [the Standard Nonforfeiture Law for Life Insurance, as amended in
1980] for a fixed premium, fixed benefit endowment policy with a face amount equal to the initial face amount of the
flexible premium universal life insurance policy, with level premiums paid annually until the highest attained age at which a
premium may be paid under the flexible premium universal life insurance policy, and maturing on the latest maturity date
permitted under the policy, if any, otherwise at the highest age in the valuation mortality table. The unused initial expense
allowance shall be the excess, if any, of the initial expense allowance over the initial acquisition expense charges as defined
above.

If the amount of insurance is subsequently increased upon request of the policyowner (or by the terms of the policy?),
an additional expense allowance and an unused additional expense allowance shall be determined on 2 basis consistent with
the above and with [section five-c(5) of the Standard Nonforfeiture Law for Life Insurance as amended in 1980], using
the face amount and the latest maturity date permitted at that time under the policy.

The unamortized unused initial expense allowance during the policy year beginning on the policy anniversary at age

x+t {where x is the issue age) shall be the unused initial expense allowance muitiplied by ®x+t where iy ¢ and iy are
Tix

present values of an annuity of one per year payable on policy anniversaries beginning at ages x+t and x, respectively, and
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continuing unzil the highest attained age at which a premium may be paid under the policy, beth on the mortality and
interest bases guaranteed in the policy. An unamortized unused additional expense allowance shall be the unused
additional expense allowance multiplied by a similar ratio of annuities, with 'y replaced by an annuity beginning on the
date as of which the additional expense allowance was determined,

(Note: The drafters chose a whole life initial expense allowance for several reasons. Although highly flexible,
universa! life insurance is gencrally considered a permanent life jnsurance plan, Most companies encourage a
premium level which will provide lifetime insurance protection. Every universal life insurance policy of which the
drafters are aware has a “'net level premium’’ that could be computed which would guarantee permanent protection.
As a result, it is expected that most universal life insurance policies will be sold as permanent plans.

Traditional whole life insurance, which is accorded a permanent plan expense allowance by the Standard Nonfor-
feiture Law (SNFL}, is much more flexible than is often realized. Premiums may be stopped with term coverage
resulting, policy loans ¢an result in “‘stop and go’’ premiums, or a vanishing premium arrangement can be effected,
all without the permanent plan expense allowance being affected. The SNFL does not require cash values for many
forms of term insurance. All other permanent plans develop an expense allowance greater than that for whole life
insurance under the SNFL.

The alternative of basing the initial expense allowance on a policyowner’s “planned premium’’ was considered but
rejected as artificial and subject to substantial manipulation by agents-and/or insurers,

4. Because this product is still developing, it is recommended that bencfic charges not be restricted and
regulatory trearment of cash values be limited to that contained in this section for several reasons. First, further res-
trictions would limit the development of the product. Second, added restrictions would discourage insurers from
reducing non-guaranteed current benefit charges because such reductions could require reduced future benefit
charges that could be financially unsound for the insurer. Third, market pressures will encourage insurers to limic
benefit charges.)

Section 2. Minimum Cash Surrender Values for Fixed Premium Universal Life Insurance Policies.

For fixed premium universal life insurance policies, the minimum cash surrender values shall be determined separately for
the basic policy and any benefits and riders for which premiums are paid separately. The following requirements pertain
o a basic pol.cy and any benefits and riders for which premiums are not paid separately.

The minimurn cash surrender value {before adjustment for indebtedness and dividend credits) available on a date as of
which interest is credited to the policy shall be equal to {(A) - (B) - (C} - (D)), where:

(A) is the present value of ail future guaranteed benefits,

(B)  is the present value of future adjusted premiums. The adjusted premiums are calculated as described in
[sections 5 and 5-a or in paragraph (1} of scetion 5], as applicable, of [the Standard Nonforfeiture Law
for Life Insurance, as amended in 1980]. If section 5-c, paragraph (1) is applicable, the nenforfeiture net
level premium is equal to the quantitiy E_:\i_f:_is_whcre PVFB is the present value of all benefits guaranteed at

“x
issuc agsumning future premiums ate paid by the policyowner and all guarantees contained in the policy or
declared by the insuter.

'zix is the present value of an annuity of one per year payable on policy anniversaries beginning at age x and continuing
until the highest arrained age ar which a premium may be paid under the policy.

(C)  is the present value of any quantities analogous to the nonforfeiture net level premium which arise because of
guarantees declared by the insurer after the issue date of the policy. :;x shall be replaced by an annuity
beginning on the date as of which the declaration became effective and payable until the end of the period
covered by the declaration.

(D} is the sum of any quantities analogous to {B) which arise because of structural (:hanges3 in the policy.

Future guaranteed benefits are determined by (1) projecting the policy value, taking into account future premiums, if any,
and wsing all guarantees of interest, mortality, expense deductions, erc,, contained in the pelicy or declared by the insurer;
znd (2) taking inte account any benefits guaranteed in the policy or by declaration which do not depend on the policy
value,

All present values shall be determined using (i) an interest rate (or rates) specificed by [the Standard Nonforfeiture Law
for Life Insurance, as amended in 1980], fer policies issued in the same year and (ii) the mortality rates specified by
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[the Standard Nonforfeiture Law for Life Insurance, as amended in 1980] for policies issued in the same year or contained
in such other table as may be approved by the Commissioner for this purpose.

(Note: The types of quantities included in (C) are increased current interest rate credits guaranteed for a future
period, decreased current mortality rate charges guaranteed for a future period, or decreased current expense
charges guaranceed for a future period.

3. See Note “3"" on page 6.)

Section 3. Minimum Pzid-Up Nonforfeiture Benefits,

If a universal life insurance policy provides for the optional election of a paid-up nonforfeiture benefit, it shall be such
that its present value shall be at least equal to the cash surrender value provided for by the policy on the effecrive date of
the election. The present value shall be based on mortality and interest standards ac least as favorable to the policyowner as
(1) in the case of a flexible premium universal life insurance policy, the mortality and interest basis guaranteed in the
policy for determining the policy value, or (2) in the case of a fixed premium policy the mortality and interest standards
permitted for paid-up nonforfeiture benefits by [the Standard Nonforfeiture Law for Life Insurance, as amended in 1980].
In lieu of the paid-up nonforfeiture benefit, the insurer may substitute, upon proper request not later than sixty days after
the due date of the premium in default, an actuarially equivalent alternative paid-up nonforfeiture benefit which provides a
greater amount or longer period of death benefits, or, if applicable, a greater amount or earlier payment of endowment
benefits.

{Note: It is possible that policies will have secondary guarantees. Such guarantees should be taken into consider-
ation when compurting minimum paid-up nonforfeiture benefits.

To preserve equity between policies on a premium paying basis and on a paid-up basis, present values must comply
with Article VI, Section 1 for flexible premium universal life insurance policies and with Article VI, Section 2, for
fixed premium policies.

Ever since the adoption of the original Standard Nonforfeiture Law (SNFL) in 1942, provision has been made for
nonforfeiture calculations on the basis of substandard mortality. (Sce secdons 5, 5-a, and 5-c of paragraph 8(c)
of SNFL.) While this provision has been used infrequently in the past, it is anticipated that substandard mortality
will be more frequently urilized in universal life insurance, given its flexible nature, to reflect the mortality classi-
fication assigned to the policy by the insuret,

A charge may be made ar the surrender of the policy provided that the result after the deduction of the charge is
not less than the minimum cash surrender value required by this Article.)

ARTICLE VI11: MANDATORY POLICY PROVISIONS

The policy shall provide the following:

Section I.  Periodic Disclosure to Policyowner.

The policy shall provide that the policyowner will be sent, without charge, at least annually, a report which will serve o
keep such policyowner advised as to the status of the policy. The end of the current report period must be not more than
three months previous to the date of the mailing of the report. Specific requirements of this reporr are detailed in Article
IX.

(Note: Fixed premium universal life insurance policies may be required to contain a table of cash surrender or non-
forfeiture values, by law. Such a table of values is of little use for a flexible premium policy, since the premiums
cannot be determined, and therefore, such table should not be required to be included in the policy. Periodic
disclosure to the policyowner is designed to fulfill the purpose of such 2 table of values, which, because of the
nature of universal life insurance, cannot be determined at issue for a flexible premium policy.)

Section 2. Illustrative Reports.

The policy shall provide for an illustrative report which will be senr to the policyowner upon request. Minimum require-
ments of such report are the same as those set forth in Article VIII. The insurer may charge the policyowner a reasonable
fee for providing the report.
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Section 3.  Policy Guarantees.

The policy shall provide guarantees of minimum interest credits and maximum mortality and expense charges. All values
and data shown in the policy shall be based on guarantees. No figures based on nonguarantees shall be included in the
policy.
(Note:  Minimum and maximum guarantees are in addition to any index guarantees. If “*guaranteed’’ credits and/or
charges are also the “‘current’” ¢redits and/or charges, such amounts may be inleuded in the policy if clearly labelled.

The maturity date is not considered a guarantee for purposes of chis section.)

Scction 4. Calculation of Cash Surrender Values,

The policy shall contain at least a general description of the caleulation of cash surrender values including the following
information:

1. The guaranteed maximum expensc charges and loads.

2. Any limitation on the c¢rediting of additional interest, Interest credits shall not remain conditional for a
period longer than twelve months.

3. The guaranteed minimum rate or rates of interest.
4. The gaaranteed maximum mortality charges,

3. Any other guaranteed charges.

6. Any surrender or partial withdrawal charges.

Section 5. Changes in Basic Coverage.

If the policyowner has the right to change the basic coverage, any limitation on the amount or timing of such change
shall be stated in the policy. If the policyowner has the right to increase the basic coverage, the policy shall state whether
a new period of conrestability and/or suicide is applicable 1o the additional coverage.

Section 6. Grace Period and Lapse.

The policy shall provide for written notice to be sent to the policyowner’s last known address at least thirty days prior
to termination of coverage.

A flexible premium policy shall provide for a grace period of at least thrity days (or as required by state statute) after
lapse. Unless otherwise defined in the policy, lapse shall occur on that date on which the net cash surrender value first

equals zero.

(Noze: Fixed premium policies shall contain a provision providing for a standard grace period as required by state
law.}

Section 7.  Misstatement of Age or Sex.

If there is a misstatement of age or sex in the policy, the amount of the death benefit shall be that which would be
purchased by the most recent mortality charge at the correct age or sex. The Commissioner may approve other methods
which are deemed satisfactory.

Section 8. Maturity Date.

If a policy provides for a “‘maturity date’’, “end date’, or similar date, then the policy shall also contain a statement, in
close proximity to that date, that it is possible that coverage may not continue to the maturity date even if scheduled pre-
miums are paid in a timely manner, if such is the case.
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ARTICLE VIil: DISCLOSURE REQUIREMENTS

Disclosure Requirements,

In connection with any advertising, solicitation, negotiztion, or procurement of a universal life insurance policy:

1.

(Note:

Any statement of policy cost factors or benefits shall conzain:

a. The corresponding guaranteed policy cost factors or benefits, clearly identified.

b. A statement explaining the nonguaranteed nature of any current interest rates, charges, or other fees
applied 1o the policy, including the insurer's rights to alter any of these factors.

c. Any limitations on the crediting of interest, including identification of those portions of the policy

to which a specified interest rate shail be credited.

Policy vost factors are those amounts which affect the price per thousand of life insurance coverage or

other benefits. They include: interest, mortality, expense charges and fees, including any surrender or withdrawal
charges, but not persistency assumptions.)

2.

(Note:

Any illustration of the policy value shall be accompanied by the corresponding net cash surrender value,

Any statement regarding the crediting of 2 specific current interest rate shall also contain the frequency and
timing by which such rate is determined,

if any statement refers to the policy being interest-indexed, the index shall be described, In addition, a
description shall be given of the frequency and timing of determining the interst rate and of any adjust-
ments made to the index in arriving at the interest rate credited under the policy.

Any illustrated benefits based upon nonguaranteed interest, mortality, or expense factors shall be accom-
panied by a statement indicating that thesc benefits are not guaranteed.,

If the guaranteed cost factors or initial policy cost factor assumptions would result in policy values becoming
exhausted prior to the policy’s maturity date, such fact shall be disclosed, including notice that coverage will

terminate under such circumstances.

[t is not intended that this Article conflict with or supersede the Model Act on Unfair Trade Practices or

Model Regulations on Advertising and Solicitation. This Article supplements those models to the extent that they
do not contemplate universal life insurance policy forms and covers those areas which appear to be most subject to
misunderstandings by the public.}

Section 1.

ARTICLE [X: PERIODIC DISCLOSURE TO POLICYOWNER

Requirements.

The policy shall provide that the policyowner will be sent, without charge, at least annually, a report which will serve to
keep such policyowner advised of the status of the policy. The end of the current reporr period shall be not more than
three months previous to the date of the mailing of the report.

Such report shall include the following:

1.

The beginning and end of the current report period,
The policy value at the end of the previous report period and at the end of the current report period.

The total amounts which have been credited or debited to the policy value during the current report period,
identifying each by type (e.g., interest, mortality, expense and riders).

The current death benefit at the end of the current report period on each life covered by the policy.
The net cash surrender value of the policy as of the end of the current report period.

The amount of outstanding loans, if any, as of the end of the current report period.
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For fixed premium policics: If, assuming guaranteed interest, morality and expense loads and continued
scheduled premium payments, the policy’s net cash surrender value is such that it would not maintain
insurance in force until the end of the next reporting period, a notice 10 this effect shall be included in the
report.

For flexible premium policies: If, assurning guaranteed interest, mortality and expense loads, the policy’s net
cash surrender value will not maintain insurance in force unril the end of the nexr reporting period unless

further premium payments are made, a notice to this effect shall be included in the report.

ARTICLE X: INTEREST-INDEXED UNIVERSAL LIFE INSURANCE POLICIES

Initial Filing Requirements.

The following informarion shall be submitted in connection with any filing of interest-indexed universal life insurance
policies (“'interest-indexed policies). All such information received shall be treated confidentially to the extent permitted

by law.
1. A description of how the interest credits are determined, including:
a. a description of che index.
b. the relationship between the value of the index and the actual interest rate to be credited.
c. the frequency and timing of determining the interest race.
d. the allocation of interest credits, if more than one rate of interest applies to different portions of the
policy value,

2 The insurer's investment policy, which includes a description of the following:

a, how the insurer addressed the reinvestment risks,

b. how the insurer plans to address the risk of capital loss on cash outflows.

c. how the insurer plans to address the risk that appropriate investments may not be available or not
available in sufficient quanrities.

d. how the insurer plans to address the risk that the indexed interest rate may fall below the minimum
contractual interest rate guaranteed in the policy.

e. the amount and type of assets currently held for interest indexed policies.

f. the amount and type of assets expected to be acquired in the future.

3. If policies are linked to an index for a specified period less than 1o the maturity date of the policy, a des-
cription of the method used (or currently contemplated) to determine interest credits upon the expiration
of such period.

4. A description of any intercst guarantee in addition to or in lieu of the index.

5. A description of any maximum premiwm limitations and the conditions under which they apply.

Section 2. Additienal Filing Requirements.

1. Annually, every insurer shall submit a Statement of Actuarial Opinion by the insurer’s actuary similar to the
example contained in Section 3 of this Article.

2. Annually, every insurer shall submit a description of the amount and type of assets currently held by the

insurer with respect to its interest-indexed policies,
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3. Prior to implementation, every domestic insurer shall submit a description of any material change in the
insurer’s investment strategy or method of determining the interest credits. A change is considered to be
material if it would affect the form or definition of the index (i.e., any change in the information supplied
in Section 1 above) of if it would significantly change the amount or type of assets held for interest-indexed
policies.

(Note: Interest-indexed products present unique aspects which, due to the unknown future values of the index,
are not precisely addressed by current valuation laws, The drafters have considered and rejected approaches to
valuation which would require the setting of arbitrary reserves and/or the arbitrary dedication of specific amounts
of surplus as being neither logical nor workable. In requiring the filing and evaluation of the above items, together
with an annual actuarial opinion, the drafters have attempted to preserve the basic principle of the valuation laws,
which is to maintain the ability of the insurer to meet its future contractual obligations,

It is assumed that the evaluation of the information provided in this Article together with the experience of insurers
in writing indexed forms will lead to a more scientific approach to valuation in the future.

The drafters believe that by focusing attention on cash flows and the quality and quantity of assets supporting
indexed policy liabilities, most of the risks associated with indexed products can be addressed by insurers and
regulators in a manner which will provide adequate protection to the public while permitting experimentation
and diversity in minimizing the uncertainty associated with the valuation of these produets.)

Section 3.  Statement of Actuarial Opinion for Interest-Indexed Universal Life Insurance Policies.

1, {name) , and (position or relationship to Insurer)

for the XYZ Life Insurance Company (The Insurer) in the state of {State of Domicile of Insurer)

1 am a member of the American Academy of Actuaries (or if not, state other qualifications to sign annual statement
actuarial opinions),

I have examined the interest-indexed universal life insurance policies of the Insurer in force as of December 31, 19X¥,
encompassing number of policies and $ of insurance in force.

I have considered the provisions of the policies. I have considered any reinsurance agreements pertaining to such policies,
the characteristics of the identified assets and the investment policy adopted by the Insurer as they affect future insurance
and investment cash flows under such policies and related assets. My examination included such tests and calculations as I
considered necessary to form an opinion concerning the insurance and investment cash flows arising from the policies and
related assets.

1 relied on the investment policy of the Insurer and on projected investment cash flows as provided by
Chief Investment Officer of the Insurer.’

The tests were conducted under various assumptions as to future interest rates, and particular attention was given to those
provisions and characteristics that might cause future insurance and investment cash flows to vary with changes in the level
of prevailing interest rates.

In my opinion, the anticipated insurance and investment cash flows referred to above make good and sufficient provision
for the conrractual obligations of the Insurer under these insurance policies,

Signature of Actuary

(Note: The American Academy of Actuaries has offered to prepare appropriate guidelines which will delineate the
various responsibilities of the actuary in signing the Statement of Actuarial Opinion included in this regulation.
Upon publication, these gﬁidelincs will become a part of the body of actuarial literature which describes Generally
Accepted Actuarial Principles and Practice.

5. If the actuary does not choose to rely on an investment officer for the projected investment cash flows, this
statement should be modified to show the extent of the actuary’s reliance.

if the actuary has not examined the underlying records, but has relied upon listings and summaries of policies in
force, an appropriate statement of such reliance should be included here.)
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ATTACHMENT TWQ

The NAIC in Dccember, 1980, adopted the 1980 Amendments to the Standard Valuation and Nonforfeiture Laws. Those
Amendments in Section 8 of the Valuation Law and Section 6 of the Nonforfeiture Law state that the Commissioner
shzll promulgate regulations for minimum reserve and nonferfeiture standards for plans that were not contemplated by the
Standard Valuation and Nonforfeiture Laws.

The ACLI was asked to recommend a model regulation to implement those scctions for Universal Life Insurance. As a
result, the ACLI appointed a Task Force in February 1981, to respond to this request.

The Task Force consisted of actuaries from 14 companies with myself as chairman. The three largest writers of Universal
Life Insurance were represented in the Task Force. The Task Force met 19 times with approximately 50% of the sessions
multi-day scssions. Thousands of actuarial man-hours have been invested by the Task Force in this project.

By the fall of 1981 the Task Force had a recommendation that was proposed to the ACLI Acruarial Committee. The
Actuarial Committee consists of actuaries from 21 different companies. in November 1981, the ACLI sent the Task Force
proposal to all 590 member companies. These member companies represent 5% of all the insurance in foree in the US.

The Task Force proposal was also exposed to over 1,000 actuaries at the annual meeting of the Society af Actuarics in
October 1981.

In April 1982, the Task Force made a report 1o the Technical Staff Actuarial Group of the NAIC. A representartive of the
Task Force has attended every subsequent meeting of TSAG and reported on this project.

in 1982 the NAIC appointed your Task Force to recommend a regulation of not only valuation and nonforfeiture, but all
aspects of Universal Life Insurance. As a result, action was deferred on the ACLI Task Force proposal,

The current proposal before you includes the ACLL Task Farce work on valuation and nonforfeiture. During our work on
this project we have also received comments from over 50 other actuaries and we have made changes where it was feit
appropriate and legally permitred.

It was suggested that this regulation be similar to the Annuity Nonforfeiture Law. We felt that since Universal Life is life
insurance and the 1980 amendments require that any such regulation be consistent with the standard law, thar basing a
life insurance regulation on an annuity, rather than life insurance law, was not legally permitted,

The character of comments from actuaries has changed with time. Originally, the comments offered suggestions for
changes in the regulation. Now the comments are questions of interpretation and implementation.

As a result [ strongly recommend that this proposed regulation be adopted. This will permit the actuarial profession to
conduct forums and seminars to allow actuaries to more fully educate themselves on the subject and to discuss the implica-
tions and interpretations of this regulation.

This regulation is only the first step in the supervision of Universal Life Insurance. Actuarial guidelines should be developed
to aid in applying and interpreting this generzl regulation to specific situadons, Also, this model regulation should be
continually modified in the future to maintain its effectiveness as Universal Life changes. A model regulation for Universal
Life Insurance is urgently needed now,

Essentially all major companies -~ stocks and mutuals - are either selling a Universal Life Policy or developing one to sell
in the near future, Congress is attempring te rewrite the Life Insurance Company Tax Act and probably will succeed before
you meetin June.

The AICPA is beginning discussions on the accounting aspects of Universal Life. A model NAIC regulation could be very
persuasive in directing these two bodies in the correct direction. Various insurance departments and other groups have
deferrec any action awaiting a recommendation from this Task Force.

1 encourage the adoption of the proposed model regulation so that these groups may act in a relatively uniform manner,

Thank you.

William Tozer



