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REPORT
The Life Insurance (A) Committee met in Grand Salon A at the New Orleans Hilton in New
Orleans, La., at 2 p.m. on Dec. 14, 1988. A quorum was present and Harold C. Yancey (Utah) chaired
the meeting. The following committee members or their representatives were present: William D.
Hager, Vice Chair (Iowa); Roxani Gillespie (Calif.); Margurite C. Stokes (D.C.); Leroy Morgan (Ky.);
Douglas D. Green (La.); George Dale (Miss.); Larry C. Call (Mo.); and James L. Nelson (Texas).

1. Report of Life and Health Actuarial (EX5) Task Force

John Montgomery (Calif.) reported that the task force expected to have a draft of the standard
valuation model ready for exposure at the June 1989 meeting and to recommend final adoption in
December. He also indicated that the task force would be revising the standard nonforfeiture law
and that the Society of Actuaries is preparing a report concerning these revisions. He also indicated
that a provision for catastrophic mortality is being developed and that the Society of Actuaries is
studying the financial implication of AIDS. He recommended adoption of the Product Development
Task Force and Life Cost Disclosure Task Force reports, which incorporate the suggestions of the
Life and Health Actuarial Task Force.

2.  Report of Life Cost Disclosure Task Force

Superintendent Margurite Stokes (D.C.) reported that the task force adopted the actuarial task
force’s recommendation that a yield index exposure draft be distributed in March 1989 and that
final adoption could occur in June. Superintendent Stokes indicated that Yield Index Advisory
Committee recommended that it be disbanded. She commended every member of the Life and
Health Actuarial Task Force and the Yield Index Advisory Committee for their work on the yield
index project. She also indicated that the task force recommended continuation.

Upon motion duly made and seconded, the report of the Life Cost Disclosure Task Force was
adopted.

3. Report of Product Development Task Force

Commissioner Bill Hager (Iowa) reported that the task force met on Dec. 12 and heard a report from
the Consumer Disclosure Issues Working Group regarding the preparation of disclosure docu-
ments designed for distribution to prospective buyers of universal, variable, and other interest-
sensitive life insurance products. An exposure draft of these disclosure statements was adopted.
Commissioner Hager announced the appointment of an advisory committee to the consumer
disclosure working group and commended Ted Becker, primary author of the disclosure state-
ments, -

John Montgomery commented that the Life Financial Ratios (IRIS) Working Group is interested

in preparing a report on interest-sensitive products and that the key is to identify what those
products are. He indicated that this group would possibly wait for the Consumer Disclosure Issues
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Working Group to complete its work before any recommendations would be made. He indicated
that this work would form an excellent basis for the definition of “interest-sensitive” products.

Upon motion duly made and seconded, the report of the Product Development Task Force was
adopted.

4. Report of AIDS (B) Working Group [Liaisor;!

Staci Copelin (Texas) reported that the AIDS Notice and Consent Form Working Group will
recommend to the Accident and Health Insurance (B) Committee an AIDS Notice and Consent
Form to be used as a guideline for states that allow testing and that require a notice and consent
form.

Ms. Copelin distributed a fourth draft dated Dec. 12 and outlined the changes that had been made
at the working group’s meeting on that draft. She indicated that the form had been designed to be
flexible to be used as a guideline and the working group hopes that the issues raised in the minutes
of these meetings will be of assistance to the states in preparing their forms.

Chuck Renn (Mo.) brought to the attention of the committee a life insurance product that contains
prepayment of death benefits. He indicated that there is no segregation of the rider and cited an
example of this type of benefit. He indicated this type of policy provides that if an insured suffers
from a stroke, a death benefit would be paid out prematurely. He also said that a distinction is.not
made between mortality and morbidity. Mr. Montgomery said that this is one of the projects under
way in the Life and Health Actuarial Task Force. He indicated, however, if there are other issues
to bring to the attention of the Life and Health Actuarial Task Force, they should be forwarded to
Jean Olson at the NAIC, with a carbon copy to John Montgomery and Ted Becker (Texas),

Having no further business, the Life Insurance (A) Committee adjourned at 2:30 p.m.
Harold C. Yancey, Chair, Utah; William D. Hager, Vice Chair, Iowa; Roxani Gillespie, Calif.;

Margurite C. Stokes, Vice Chair, D.C.; Leroy Morgan, Ky.; Douglas Green, La.; George Dale, Miss_;
Larry C. Call, Mo., James L. Nelson, Texas
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REPORT
The Life Cost Disclosure (A) Task Force met in Grand Ballroom B of the New Orleans Hilton, New
Orleans, La., at 2 p.m. on Dec. 12, 1988. A quorum was present and Margurite C. Stokes (D.C.)
chaired the meeting. The following task force members or their representatives were present:
Leroy Morgan, Vice Chair (Ky.); Roxani Gillespie (Calif.); and Kenneth D. Merin (N.J.).

1. Report of Life and Health Actuarial {(EX5) Task Force

John Montgomery (Calif.) presented the report of the task force which contained two recommen-
dations. The first recommendation was a request that the Life and Health Actuarial (EX5) Task
Force prepare a cover document to the yield index to assist the states with its use with the clear
understanding that the work will be completed by June 1989. At that time the complete package
will be recommended for adoption so that it will be available for those states which may wish to
use it. Superintendent Stokes asked Mr. Montgomery whether an exposure draft would be
distributed in March and he responded that that was the intention. She indicated that this
recommendation was unacceptable unless there was a commitment that an exposure draft shall
be issued in March. Upon motion duly made and seconded, the recommendation incorporating
Superintendent Stokes’ suggestion was adopted.

Superintendent Stokes emphasized the significance of developing a model to serve as a guide for
resolving this yield index issue which originated in 1983. She did express her appreciation for all
the effort put forth on this project.

Walter Miller (Prudential) requested that the advisory committee be disbanded.

Upon motion duly made and seconded, the second recommendation to delete project 7c was
adopted.

2.  Consjder Continuation of Task Force

Upon meotion duly made and seconded, the task force recommended continuation, recognizing that
the task force would move quickly to complete the yield index project within the time frame
described above. Further, upon motion duly made and seconded, the task force recommended
disbanding of the advisory committee. Superintendent Stokes asked Mr, Miller to thank the
advisory committee members for their work.

Having no further business, the Life Cost Disclosure (A) Task Force adjourned at 2:20 p.m.

Margurite C. Stokes, Chair, D.C.; Leroy Morgan, Vice Chair, Ky.; Roxani Gillespie, Calif.; Louis
E. Bergeron, N.H.; Kenneth D. Merin, N.J.

Life Cost Disclosure (A} Task Force
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REPORT
The Product Development (A) Task Force met in Grand Baliroom A of the New Orleans Hilton in
New Orleans, La., at 11 a.m. on Dec. 12, 1988. A quorum was present and William D. Hager (Iowa)
chaired the meeting. The following task force members or their representatives were present:
Robert D. Haase, Vice Chair (Wis.); Gerald Grimes (Okla.); and Edwin J. Smith, Jr. (Texas).

1. Adopt Mackinac Island Minutes

Upon a motion duly made and seconded, the minutes of the Mackinac Island meeting were adopted
(Attachment Five).

2.  Report of Consumer Disclosure Issues Working Group

The chair called upon Roger Strauss (Iowa) to present the report of the working group. Mr. Strauss
said that the working group had met on Oct. 24, 1988, (Attachment One) and again just prior to
this task force meeting. He said the working group would like to request that the task force receive
for exposure three documents: (1) a letter from Ted Becker and its attachments (Attachment Two);
(2) a memorandum from Carolé Olson and its attachments (Attachment Three) and (3) a sample
disclosure statement (Attachment Four). Upon a motion duly made and seconded, the task force
received the three documents for exposure.

The chair announced that the working group had recommended the formation of a Consumer
Disclosure Advisory Committee consisting of Jon Ogg (National Association of Life Companies),
Tony Spane (American Council of Life Insurance), Myriam Bailey (American Association of Retired
Persons), Bill Albus (National Association of Life Underwriters) and John Hurley (Equitable). He
asked that anyone from the industry wanting to make comments on the sample disclosure
statements that are being exposed at this meeting to contact any one of those five persons. He also
noted that it was the desire of the task force to move guickly on this issue and that he would like
to have a final draft of the disclosure statement adopted by the June NAIC meeting.

Product Development (A) Task Force
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3. Report of Life and Health Actuarial Task Force

The chair called upon Ted Becker to present the report of the Life and Health Actuarial (EX5) Task
Force. (See Attachment Two to the Life and Health Actuarial (EX5) Task Force Report.) Mr. Becker
said that he would highlight only the three recommendations that were made to this task force from
the Life and Health Actuarial Task Force. The recommendations include the adoption of the
proposed Actuarial Guideline No, IX-B. The guideline is entitled “Clarification of Methods Under
the Standard Valuation Law for Individual Single Premium Immediate Annuities, Any Deferred
Payments Associated Therewith, Some Deferred Annuities, and Structured Settlement Con-
tracts.” The second recommendation was the adoption of an amendment to the NAIC Model
Modified Guaranteed Life Insurance Regulation. He said the amendment is essentially a
correction in the model that would make it more favorable to consumers in one specific area. The
third recommendation is an amendment to the NAIC Model Variable Life Insurance Regulation
that would affect the minimum death benefit guarantee. Mr. Becker said the recommendation had
been under study by the actuarial task force for some time.

Upon a motion duly made and seconded, the recommendations of the actuarial task force were
adopted by the Product Development Task Force.

The chair thanked Mr. Becker and his task force for their signifieant work which was critical to
effective regulation.

4. Consider Cogtinuatibn of Task Foree

The chair noted that the task force needs to be continued to complete its work with the disclosure
statement that was exposed at this meeting. Upon motion duly made and seconded, the task force
recommended that the task force be continued.

Having no further business, the Product Development (A) Task Force adjourned at 11:30 a.m.

William D. Hager, Chairman, Iowa; Robert D. Haase, Vice Chairman, Wis.; Roxani Gillespie, Calif.;
David N. Levinson, Del.; Leroy Morgan, Ky.; Joseph A. Edwards, Maine; Roger M. Singer, Mass.;
Gerald Grimes, QOkla.; Edwin J. Smith, Jr., Texas; Harold C. Yancey, Utah; Richard “Dick”
Marquardt, Wagh,

ATTACHMENT ONE

Consumer Disclosure Issues Working Group
of the Product Development (A) Task Force
October 24, 1988
Kansas City, Missouri

The Consumer Disclosure Issues Working Group of the Product Development (A) Task Force met on Oct. 24,1988, in Kansas
City at 2 p.m, Ted Becker {Texas), Tony Higgins (N.C.), Roger Strauss(Iowa) and Carole Olson (NAIC) attended the meeting
which was chaired by Commissioner Bill Hager (Iowa).

Ted Becker distributed sample disclosure statements at the MackinacIsland meeting which included two slight changes from
those distributed in Kansas City. The disclosure statements were prepared for universal life flexible premium, universal life
fixed premium, indeterminate premium life and variable life. He explained that each initial page of the disclosure statements
is identical. The purpose of the initial page is to identify the insured and detail enough information about the policy so that
the regulator is able to trace the policy.

Tony Higgins commented on the pure endowment products and a possible need to address this in the disclosure statements.
One additional issue is whether disclosure information should be given on dividend practices.

Commissioner Hager suggested distributing the statements to the Product Development Task Force members, the Life
Insurance (A) Committee members and the NAIC officers. He indicated that comments should be submitted by Nov.18 and
that a conference call of the working group would be scheduled shortly thereafter. The intention of the working group is to
distribute the disclosure statements for exposure and comment af the New Orleans meeting and to adopt a final productin
June 1989.

Product Development (A) Task Force
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Commissioner Hager indicated that he would announce the appointment of an advisory committee at the New Orleans
meeting {December 1989).

Carole Olson suggested that the statements be incorporated into the current NAIC models and that any inconsistenciea with
current language be addressed.

Having no further business, the working group adjourned at 3 p.m.
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ATTACHMENT TWO

Letter from Ted Becker Pertaining to Disclosure Statements
for Universal Life Plans

December 11, 1988

Hon. William ID. Hager
Insurance Commissioner
Department of Insurance
Lucas State Office Building
Des Moines, IA 50319

Re: NAIC Product Development Task Force Consumer Disclosure Issue Working Group Dec. 12, 1988 Meeting
Dear Commissioner Hager:

Enclosed is some revised material relating to a proposed disclosure statement for universal life plans. The attachment
numbers to this material correspond to the numbers for the three points listed.

Two-A Arevised disclosure statement prepared afier the Oet. 24, 1988, meeting in Kansas City. This revision reflects
certain changes which were either suggested at that meeting or which were suggested hy other staff members at the Texas
State Board of Tnsurance. (This was prepared before receipt of the letter from Commissionier Yancey described below.)

Two-B. Aletterfrom Commissioner Harold C. Yancey (Utah) addressed to me and dated Nov. 23,1938, complete with all its
attachments.

Two-C: A subsequent revision of the disclosure statement form which attempts to incorporate the recommendations in
Commissioner Yancey’s letter.

Very truly yours,

Ted Becker
Chief Life Actuary
Texas State Board of Insurance

ek

ATTACHMENTTWO-A

SAMPLE DISCLOSURE STATEMENT
Specifications - For All Disclosure Statements
Draft;12-11-88

Name of Insured:
Name of Second Insured:
(The name of the second insured should be filled in only if the policy is a “Joint Life” policy as indicated below)

Name of Company:
Date on which thie Disclosure Statement was prepared

Type of Life Insurance Policy:

Universal Life Flexible Premium
__ Universal Life Fixed Premium
Indeterminate Premium Life
Variable Life

Policy Form Marketing Name:

Policy Form Number:

Product Development (A) Task Force
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Coverage And Premium Specifications (Leave out any extra benefit riders which require an additional premium):
! Initial Death Benefit:
Initial Premium:
Mode Selected At Issue: .
Equivalent Initial Annual Premium;
{This amount is equal to the “Initial Premium®” if the mode selected at issue is annual: otherwise fill in the annual
premium which is equivalent to the “Initial Premium”) :

Status Specifications: (Check one)
Single Life Joint Life

Additional Specifications If Single Life is Checked
_ . Issue Age
Sex
Risk Classification _
(Disclose such classifications as standard or substandard, smoker or nonsmoker status, degree of substandard rating if
applicable, and any other classifications which affect gross premium or cash values)

Additional Specifications If Joint Life iz Checked
Joint Firgt To Die Plan
(Check one of the two plans above)

Joint Last Survivor Plan

irst Joint Insured Second Joint Insured

— . IssueAge : Issue Age

Sex Sex
i Risk Classification
Risk Classification

(Refer to comments for single life “Risk Classification” above)

Product Development (A) Task Force
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‘ SAMPLE DISCLQOSURE STATEMENT

] (Use Only For Universal Life Flexible Premium And Universai Life Fixed
Premium Policies)

Policy Values Based On Both Guaranteed Angd Current Assumptions .

s==ss==mEsmsoossmozzass  GUaranteed Assumpﬁons:z::============================
{1) {2) (3) (4) (5) {(6) <Cash
Gross Accumulation Surrender
Annual Death Interest Value At Surrender- Value At
Year Premium Benefit Rate End of Year Charge End of Year
2 :
3 %
4 %
5 %
8 %
7 %
8 %
9 %
10 %
11 %
13 %
14 %
15 %
16 %
17 %
18 %
19 %
20 %
s==ss==sss=ss========sa= Current Assumptions b SRS S ]
{L) (2} {3) T(4) (5) {6) Cash
Gross Accumulation surrender
Annual Death Interest Value At Surrender Value At
Year  Premium Benefit Rate End of Year Charge End of Year
:
3 %
4 %
] %
6 %
7 ES
8 %
9 %
10 %
11 %
12 %
13 %
14 %
15 %
16 %
17 S
18 %
19 %
20 %

Values under "Current Assumptions' are not quaranteed [see next padgel.

Product Development (A) Task Force
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SAMPLE DISCLOSURE STATEMENT
{Use Only For Universal Life Flexible Premium And
Universal Life Fixed Premium Policies)

The values under “Current Assumptions” are based on non-guaranteed interest rates, mortality charges and other charges
and fees described below. The insurance company has the right to alter these to the extent described in the policy language.

Specify the non-guaranteed nature of any interest rates (induding the insurer’s right to alter interest rates)

Specify the non-guaranteed nature of any mortality charges (including the insurer’s rights to alter mortality
charges) .

Specify the non-guaranteed nature of any charges or other fees applied to the policy (including the insurer’s rights to alter
such charges or fees)

Idéntify the portions of the policy to which a specified interest rate shall be crédited

How often is the current interest rate reviewed for the purpose of possible redetermination?

Is the policy interest-indexed? If “yes,” describe the index and give a description of the frequency and timing of
determining the interest rate and of any adjustments made to the index in arriving at the interest rate credited under the
policy.

Front End Loads

{Include all front end loads deseribed in the policy)

What is the Maturity Age? (This is the attained age at which an endowment will mature if the insured is still
lving, Use “100" if no age is specified in the poliey. In the case of a joint policy, enter the maturity age of the younger person.)

Level Annual Premium Required to Provide the Initial Death Benefit to Maturity Age cn a Guaranteed Basis

(To be filled in only for Universal Life Flexible Premium policies)

Would the guaranteed cost factors or initial policy cost factor assumptions result in policy values becoming exhausted prior
tothe policy’s maturitydate? __Thepolicyholder should note that death benefit coverage would also cease under
such circumstances.

Notes to User:

(1} The policy values shown under “Guaranteed Assumptions” on page 2 are required to be shown for information and for
possible comparison of this policy with other policies.

(2) The “Accumulation Value At End of Year” and “Cash Surrender Value At End of Year” shown under “Guaranteed
Asgsumptions” on page 2 are based on annual premiums and may not be the same amounts if premiums are paid on a mode
other than annual.

SAMPLE DISCLOSURE STATEMENT

Instructions For Page 2 of “Sample Disclosure Statement” Applicable For Universal Life Flexible Premium And Universal
Life Fixed Preminm Policies

The following are pertinent to the values under “Guaranteed Assumptions” for Universal Life Flexible Premium policies:

1) The“Gross Annual Premium” must be a level amount equal to the “Eguivalent Initial Annual Premium” shown, except
that the “Gross Annual Premium” must be shown as zero if there is no death benefit provided by the policy during that year.

2) The “Death Benefit” shall be an amount equal to the “Initial Death Benefit” (but increased if the corresponding
“Accumulation Value at End of Year” in column 4 is so large that an increase is generated by the policy language). However,
if a death benefit equal to the “Initial Death Benefit” can not be provided for the entire year, the death benefit for that year
shall be filled in as the “Initial Death Benefit” followed by a slash mark and a zero. The company may provide, at its option,
an explanatory footnote to indicate how long inte that particular year the “Initial Death Benefit” could be provided. The
“Death Benefit” shall be shown as zero for any subsequent years.

Product Development (4) Task Force
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3) The “Interest Rate” eolumn must disclose the applicable guaranteed interest rate, used to obtain the “Accumulation
Value at End of Year” amounts in column 4. These guaranteed interest rates must be consistent with the guaranteed interest
rates described in the policy.

4) The “Accumulation Value at End of Year” shall be based on the guaranteed interest basis, and maximum charges for
mortality costs {and expenses, if applicable), consistent with the corresponding amounts shown in columns 1 and 2.

8) The “Surrender Charge” is the amount, if any, which the contract language provides as a deduction from eclumn 4 in
determining the corresponding “Cash Surrender Value at End of Year.”

6} The “Cash Surrender Value at End of Year” is the amount which would actually be paid as a cash surrender value never
less than zero, but otherwise consistent with columns 4 and 5.

The following are pertinent o the values under “Current Assumptions” for Universal Life Flexible Premium policies:

1) The“Gross Annual Premium” must be a level amount equal to the “Equivalent Initial Annual Premium” shown, except
that the “Gross Annual Premium” must be shown as zero if there is no death benefit provided by the policy during that year.
Note that these amounts of annual premium are caleulated nsing eurrent assumptions,

2) The “Death Benefit” shall be an amount equal to the “Initial Death Benefit” (but increased if the corresponding
“Accumulation Value at End of Year” in column 4 ig so large that an increase is generated by the policy language). Note that
these amounts of death benefit are calculated using current assumptions, However, if a death benefit equal to the “Initial
Death Benefit” can not be provided for the entire year, the death benefit for that year shall be filled in as the “Initial Death
Benefit” followed by a slash mark and a zero. The company may provide, at its option, an explanatory footnote to indicate
howlonginto that particular year the “Initial Death Benefit” could be provided. The “Death Benefit” shall be shown as zero
for any subsequent years.

3) The “Interest Rate” column must disclose the applicable interest rate, used to obtain the “Accumulation Value at End
of Year” amounts in column 4.

4) The “Accumulation Value at End of Year” shall be based on the current interest rate, and current schedules of charges
for martality costs (and expenses, if applicable), consistent with the corresponding amounts shown with columns 1 and 2,
provided that column 4 shall not be calculated using any assumption more favorable to policyholders than any assumption
now in actual useby the insurance company and provided also that no enhancement or increment can be illustrated in colurnn
4 unless it is specifically described in the contract language.

5) The "Surrender Charge” is the amount, if any, which the contract language provides as a deduction from column 4 in
determining the corresponding “Cash Surrender Value at End of Year.”

6) The“Cash Surrender Value at End of Year” is the amount which would actually be paid as a cash surrender value, never
less than zero, but otherwise consistent with columns 4 and 5. :

Inthe case of a Universal Life Fixed Premium policy, all of the columns shall be filled in eonsistently using the same principles
described above for a Universal Life Flexible Premium policy with the following three exceptions. First, the “Gross Annual
Premium” shown in column 1 for both “Guaranteed Assumptions” and “Current Assumptions” shall be filled in using annual
premiums aetually described in the Universal Life Fixed Premium policy, assuming that the policy cwner does not exercise
any option to change these premiums. Second, the “Death Benefit” shown in column 2 for both “Guaranteed Assumptions”
and “Current Assumptions” shall be the appropriate actual death benefit provided under the policy in each year, assuming
that the policy owner does not exercise any option to change these death benefits and also that premiums are paid consistent
withthe amounts of premiums shown in column 1. Third, some Universal Life Fixed Premium policies are constructed so that
the “Accumulation Value At £nd of Year” minus the “Surrender Charge” is less than the minimum cash value described in
the contract. In such instances, the minimum cash value should be used in column 6.

ek
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ATTACHMENT TWOQ-B

Utah State Insurance Department
160 East 300 South

P O. Box 45803

Balt Lake City, Utah 84145

November 23, 1988

Mr. Ted Becker

Texas State Board of Insurance
1110 San Jacinto

Austin, Texas 78786

Re: Proposed Disclosure Statements for Interest Sensitive Products.
Dear Ted:

T am enclosing a photostatic copy of some recommendations made by my staff on the Disclosure Statements that are under
consideration. I believe you will find these recommendations to be selfexplanatory. It will be appreciated if you will take these
suggestions and try {o incorporate them into a final product that is submitted for consideration to the Life Insurance (A)
Committee.

Kindest regards,

Harold C. Yancey, CPCU
Insurance Commissioner

ok ek

Utah State Insurance Department
160 East 300 South

P. 0. Box 45803

Salt Lake City, Utah 84145

To: Commiasioner Harold C. Yancey

From: RoseMarieParkinson

Date: November 22, 1988

Subject: Proposed Disclosure Statements For Interest Sensitive Products

Commissioner, this memo is in respense to your note asking for any suggestions for the draft of the disclosure statements
and it is a follow up to the memo from John M. Coomans dated Oct. 20, 1988.

1. Aline on the disclosure statement for age 60 or 65 for the guaranteed assumptions and the current assumptions.

2. The guaranteed ending date of the policy. A statement which says: Based on guaranteed interest rates, guaranieed
martality charges and the payment of the acheduled premiums, coverage will end on .

3. The percentage rate of interest which is earned on any loaned accumulation values. This rate is usually less than the
current percentage rate which _is illustrated.

There are other items of information which were not included in the sample from NAIC: policy loan interest rate, areference
to the Buyer’s Guide along with the net payment and surrender cost indexes. These items are currently required by the NAIC
Life Insurance Disclosure Model Regulation. Will they continue to be required for interest sensitive policies?

Commissioner, attached is a copy of the NAIC recommended sample disclosure statement with our suggestions highlighted.
Also attached is a sample disclosure statement which is representative of the statements which are being used by life
insurance companies. As you can see, the insurance companies are currently disclosing age 65 information, the caleulated
ending datebased on guaranteed rates and charges, as well as the other items that we are suggesting to the NAIC committee.
We certainly do not want to require less than what is being disclosed at this time.

Thank you for your time and assistance. Please feel free tn contact John or myself in regard to these suggestions,

Product Development (A) Task Force

5



NAIC Proceedings - 1989 Vol. I 681

Lamt EIATEMEN
! J5& SRy For Urniversal Cremium ane Uriverzzl _ifa Fixec
; igies) ‘
; Folicy valuss Easec : rantese And LurrmentT Afzumcitoni

srsxsseseERERREREREREERE GUaArAnTeer ASSUMCTIONS St EFERRrETEXISEIERZTERETT

(1) {2y (3) (&3 €, Casn
_ recumuietion _ Sur-enger
annual ¥ opeezn value &% Surrsncer value 2%
] Year Fremium Beretie End of vYear Charope Ene ¢¥f Yarr ver-
5 1 .
) - 2
i z - 3
H T ———————— S A '
s -
3 i £
£ ]
) 7
B &
¢ H
10 H ]
1 e
12 b
i3 13
4 LI
- .
1€ i
- olt ‘.5
| dee de i .
49 7 Te < E
e L5 \ .8 -n
S -
\ - -
TE2gss TN % F.ECAnTELD NTamsET CETE 2T -
S
SEZIETITIETTTITIERTNTIRIEIN S ARART LFEUMSTISAE IERPEITITECTESESTIEISZSEITINS
{3) {3y (3} (=) rey taew
E B aczumuiatien Eu-~enge”
5 annual -~ TezTn vaiue A% Sym~ancen veius A
vagr  Seemium Zenetis End ef vaea- snETt fng ¢® rezT teET
.. ———— - s Xy - - -
c :
13 €
€ g
i :
- .t
: 18 vz
: ) -
: A“qa. Lo bl H
EAR N S § H
i s -
’ TEger Sno: IutTart ttte-eeT ~il: ozt %
—

Product Development (A) Task Force



L1} u
. u
” E
o )
; 2 | W
[
. I i
: - W -
- b 0
. c. - w
. . [N
.- ot ) s
n " L L
; o 7
' 12
-« - 5 .pw
N " bt J ..
"
> 9 - —lm
: " G o
it .... v ...u
- . . *
b 1} L I & )
| - A i
LI | ) o
at a « wt :
- 5w [ " 0 ".
1 %3 " ; u
VO e - -l : | .oﬂlv
| I H 0 - * .
: 3 g e v ] @
=+ 1 & = H " N L :
& “wiono . : .—.r..
i o " .' . Hh PO4
& wor v o I ; f k
g bl R n H g 3 : 8
[TURCPE ¢ ] N 2 : ﬁ
Q o H 5 ;

. % P i a | i : m,
e g 0 B - v L : H
Y [} L1 B PR ] . . . ; : |

: s . o f b Q o
s Mg s el g i
+ W 0o e E W.
Z nr e - "o € c "._" - :
-l...-_ 1 “ . “ € ' -u A ad w
" -
S [4] 2 . M f £ D
= - [T} 0 L] ﬂ_ m ﬁ
vy " MY - u
ni -
N o i o e ih6 v
o c o > o "o
[ H .
¢ . B 50 2
: gre  2nY T
. " . 2 wy LS ]
. f L OERS Te% :
0 eqcC >l 3
" [} v %
[ n r 1 D . > 2
o [ a 4w b o :
4 . O e E
(1] < s 8 . .
L1 - .- P Toak H >
“ z » " “ LR { Y R 5
» [ Ll i e E
— L 3T M-. 0 g, tu ..".
) ! w m H-.. u" reh W
" . 3 o w e -
v . e b w i
LN R :
2 ] [ -0. “- 4 c P w2 o 3
oo " - - o b4 g o :
3 of ce z — o lm
o
j =
=T

bl



T R

683

oA e g iy

UMD ADE A MV X IIOR DR Y G0 W O3 G200
OHY IVHIHOD O1 U110 1V 10N 88 1) "AIWLAUVD 31 GVEIH AT LRI HO SIDVUEAOD GHV 1SOD S0 1000V ROV ISV SEHIAGUD H - PRAESIEIOND BEIOA TR 3 6130050 RYSKH) Saal

0o [
— o () ol "
3 Vo l 1§20 1
- (4] i1} TR 1]
& [+ 1F 7 1] 64 56 ]
o gs0c 1 261 ¥
- Zue it [ 41 ¢
. oy F11 ;i F4
: B 15Cs 1) o izh 1
.m S 1] (¥ Ei13 (1]
m AN VA HOWWED SWVEIA
m HHHUIN IS LS L) LY ERMNS [{ATHENG T SHOUVHED LERHEUING
Q
M “ INAVIE DE WM IVE VLD BV 30K 1 528
A SUV.A IV TGN L i
SRWHNCGD IV R K8 2SOV G5 X
HHIVAGY HEOIVGE R SEIVIE IS REHTH LIV S AT
AU S.UIAMH) L0 °Ho (A1) C2U NEAVIA
SONVUNISTH 200 | 300 HEUAOL] Hal 0y [FR]1) L E UE VA
, DUV SAXANN ISR 40 ASH O FIHVHVIIGD - HERRKD TRIVIVINED = RENIHD
- U100 2L 0 SHOL VHY WX XM 1S0OU LEKNE:NRBS, XA LSOD HEINAVG L.

e WK K0 IV CE LTIV R SR SHVED SHO VA HOBV BIRDOV CEIMVO LAY 'S3HTIVA HONV IRV DO 20 BAIAVI SEANIVOVEOD HI0L A B ik
1 .m._w>w_=uw_=<=<=c—<mu_<=.-aw-_m__z_::(mw_c:ﬁnu!:.__-n-.:_.—_n.:.—....)..-&.-:-::ﬁ..-..m...5":3..-.-2(——5..:._-nz-_cmn:s_—uh_:..::_:-c_u”_»z_c_-.;-z:":-U..__-“-zm"-:_(_:-:..::_.“__..

Ui OV IV GIHHNIVIAL AT KO SN VA LRI FE D OPIEVEL S0 2000 IV GUIIRIVEN A8 000 SN VA G VIIVIN) O VY

GO0 0 M ) ANV 220 KO

Product Development (A) Tusk Force




.
|
i

{
t
[

684 NAIC Proceedings - 1989 Vol. I

ATTACHMENT TWO-C

Subsequent Revision of the Disclosure Statement Form
Incorporating Commissioner Yancey’s Letter

SAMPLE DISCLOSURE STATEMENT
Specifications - For All Disclosure Statements

Name of Insured:
Name of Second Insured:
(The name of the second insured should be filled in only if the policy is a “Joint Life” policy as indicated below)

Name of Company:
Date on which this Disclosure Statement was prepared,

Type of Life Insurance Policy: )
Universal Life Flexible Premium
__ Universal Life Fixed Premium
Indeterminate Premium Life
Variable Life

Policy Form Marketing Name:

Policy Form Number:

Coverage And Premium Specifications:
Initial Death Benefit:
Initial Premium:
Mode Selected At Issue:
Equivalent Initial Annusl Premium:
{(This amount is equal to the “Initial Premium” if the mede selected at issue is annual; otherwise fill in the annual
premium which is equivalent to the “Initial Premium™)

Status Specifications:

Single Life Joint Life (Check one)
Additional Specifications If Single Life is Checked

Issue Age

Sex

~ Risk Classification
{Disclose such classifications as standard or substandard, smoker or nonsmoker status, degree of substandard rating if
applicable, and any other classifications which affect gross premium or cash values)

Additional Specifications If Joint Life is Checked
Joint First To Die Plan
(Check one of the two plans above)

Joint Last Survivor Plan

First Joint Insured Second Joint Insured
Issue Age Issue Age
Sex Sex
Risk Classification Risk Classification

(Refer to comments for single life “Risk Classification” above}
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SAMPLE DISCLOSURE STATEMENT
o (Use Only For Universal Life Flexible Premium And Universal Life Fixed
o Premium Policies)
’7 _Policy Values Based On Both Guaranteed And Current Assumptons

SSEDTDETRTEITIIISSSSIES Guaranteed Assumpﬁons================================
(1) (2) (3) (4) (5) (6) cCash

Gross Accumulation Surrender
Annual Death Interest Value At surrender Value At

Year Premium Benefit Rate End of Year Charge End of Year

-
[
o M W P oW IR P o WP oP

F e e ] Current Assumptigns T+ - e
(1) (2) (3) {4) (5) (6) cCash

Gross Accumulation Surrender
Annual Death Interest Value At Surrender . Value At

Year Premium - Benefit Rate End of Year Charge End of Year

B =

[
o
o o O\ o\ o\@ o\® O\ O o\ 0@ o oV oP o o P o\ 9 o\ oW

values under "current Assumptions™ are not guaranteed (see next page).
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SAMPLE DISCLOSURE STATEMENT
(Use Only For Universal Life Flexible Premium And
Untiversal Life Fixed Premium Policies)

The values under “Current Assumptions” are based on non-guaranteed interest rates, mortality charges and other charges
and fees described below. The insurance company has the right to alter these to the extent described in the policy language.

Policy Values based on both Guaranteed and Current Assumptions for age 60 or 85

(1) (2) (3) 4) ()] {(6) Cash
Gross Aceumulation Surrender
Age Annual Death : Interest Value At Surrender  Value At
Premium Benefit Rate End of Year Charge  End of Year
Guaranteed Assumptions:
%

Current Assumptions:
%

Specify the non-guaranteed nature of any interest rates (including the insurer’s right to alter interest rates)

Specify the non-guaranteed nature of any mortality charges (including the insurer’s rights to alter mortality charges)

Specify the non-guaranteed nature of any charges or other fees applied to the policy (including the insurer’s rights to alter
such charges or fees)

Identify the portions of the policy to which a specified interest rate shall be credited

How often is the current interest rate reviewed for the purpose of possible redetermination?

Is the policy interest-indexed? If “yes,” describe the index and give a deseription of the frequency and timing of
determining the interest rate and of any adjustments made to the index in arriving at the interest rate credited under the
policy.

Front End Loads

(Include all front end loads described in the policy)

What is the Maturity Age? (This is the attained age at which an endowment will mature if the insured is still
living. Use “100” if no age is specified in the policy. In the case of a joint policy, enter the maturity age of the younger person.)

Level Annual Premium Required to Provide the Initial Death Benefit to Maturity Age on a Guaranteed Basis

(To be filled in only for Universal Life Flexible Premium policies)

Would the guaranteed cost factors or initial policy cost factor assumptions resultin policy values becoming exhausted prior
to the policy’s maturity date? The policyholder should note that death benefit coverage would also cease under
such circumstances.

Based on guaranteed interest rates, guaranteed mortality charges, and the payment of scheduled premiums, coverage will
end on

Raw percentage rate of interest which is earned on any loaned accumulation values.

What is the policy loan interest rate?

Product Development (A} Task Force
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Cost Comparison Indices under Current and Guaranteed Assumptions

(Explanations of the intended use of the following indexes are provided in the Life Insurance Buyer’s Guide)

Net Payment Cost Index Surrender Cost Index

Current Guaranteed Current Guaranteed
Year 10
Year 20
Notes to User;

(1) The policy values shown under “Guaranteed Assumptions” on page 2 are required to be shown for information and for
possible comparison of this policy with other policies.

(2) The “Accumulation Value At End of Year” and “Cash Surrender Value At End of Year” shown under “Guaranteed
Assumptions” on page 2 are based on annual premiums and may not be the same amounts if premiums are paid on a mode
other than annual.

SAMPLE DISCLOSURE STATEMENT

Instructions For Page 2 of “Sample Disclosure Statement” Applicable For Universal Life Flexible Premium And Universal
Life Fixed Premium Policies

The following are pertinent to the values under “Guaranteed Assumptions” for Universal Lifc Flexible Preminm policies:

1) The “Gross Annual Premium” must he a level amount equal to the “Equivalent Initial Annual Premium” shown, except
that the “Gross Annual Premium” must be shown as zero if there is no death benefit provided by the policy during that year.

2) The “Death Benefit” shall be an amount equal to the “Tnitial Death Benefit” (but increased if the corresponding
“Aceumulation Value at End of Year” in column 4 ig so large that an increase is generated by the policy language). Hawever,
if a death benefit equal to the “Initial Death Benefit” ean not be provided for the entire year, the death benefit for that year
shall be filled in as the “Initial Death Benefit” followed by a slash mark and a zero. The company may provide, at its aption,
an explanatory footnote to indicate how long into that particular year the “Initial Death Benefit” could be provided. The
“Death Benefit” shall be shown as zero for any subsequent years.

3) The “Interest Rate” column must disclose the applicable guaranteed interest rate, used to obtain the “Accumulation
Value at End of Year” amounts in column 4. These guaranteed interest rates must be consistent with the guaranteed interest
rates described in the policy.

4) The “Accumulation Value at End of Year” shall be based on the guaranteed interest hasis, and maximum charges for
mortality costs (and expenses, if applicable), consistent with the corresponding amounts shown in columns 1 and 2.

5) The “Surrender Charge” is the amount, if any, which the contract language provides as a deduction from column 4 in
determining the corresponding “Cash Surrender Value at End of Year.”

6) The “Cash Surrender Value at End of Year” is the amount which would actually be paid as a cash surrender value never
less than zero, but otherwise consistent with columns 4 and 5.

The following are pertinent to the values under “Current Assumptions” for Universal Life Flexible Premium policies:

1) The “Gross Annual Premium” must be a level amount equal to the “Equivalent Initial Annual Premium” shown, except
that the “Gross Annual Premium” must be shown as zero if there is no death benefit provided by the policy during that year.
Note that these amounts of annual premium are calculated using current assumptions.

2) The “Death Benefit” shall be an amount equal to the “Initial Death Benefit” (but increased if the corresponding
“Accumulation Value at Fnd of Year” in column 4 is so large that an increasc is generated by the policy language). Note that
these amounts of death benefit are caleulated using current assumptions. However, if a death benefit equal to the “Initial
Death Benefit” cannot be provided for the entire year, the death benefit for that year shall be filled in as the “Initial Death
Benefit” followed by a slash mark and a zero. The company may provide, at its option, an explanatory footnote to indicate
how long into that particular year the “Initial Death Benefit” could be provided. The “Death Benefit” shall be shown as zero
for any subsequent years.

3) The “Interest Rate” column must disclose the applicable interest rate, used to obtain the “Accumulation Value at End
of Year” amounts in column 4.

4) The “Accumulation Value at End of Year” shall be hased on the current interest rate, and current schedules of charges
for mortality costs {and expenses, if applicable), consistent with the corresponding amounts shown with cohimns 1 and 2,
provided that column 4 shall not be calculated using any assumption more favorable to policyholders than any assumption
now in actual use by the insurance company and provided also that noenhaneement or increment ean be illustrated in column
4 unless it is specifically described in the contract language. :
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B) The “Surrender Charge” is the amount, if any, which the eontract langusge provides as a deduction from column 4 in
determining the corresponding “Cash Surrender Value at End of Year.”

6) The“CashSurrender Value at End of Year" is the amount which would actually be paid ag a cash surrender value, never
less than zero, but otherwise consistent with columns 4 and 5.

In the case of a Universal Life Fixed Premium policy, all of the columns and lines shall be filled in consistently uging the same
principles described above for a Universal Life Flexible Premium Policy with the following two exceptions. First, the “Annual
Premium” shown in column L for both “Guaranteed Assumptions” and “Current Assumptions” shall be filled in using annual
premiums actually deseribed in the Universal Life Fixed Premium policy, assuming that the policy owner does not exercise
any option to change these premiums. Second, the “Death Benefit” shown in eolumn 2 for both “Guaranteed Assumptions”
and “Current Assumptions” shall be the appropriate actual death henefit provided under the policy in each year, assuming
that the policy owner does not exercise any option to change these death benefits and also that premiums are paid consistent
with the amounts of premiums shown in column 1. Third, some Universal Life Fixed Premium policies are constructed so
that the “Accumulation Value At End of Year” minus the “Surrender Charge” is less than the minimum cash value described
in the contract. In such instances, the minimum cash value should be used in columa 6.

sk o R AR R R R K
ATTACHMENT THREE

To: Commissioner Bill Hager, Chair, Product Development Task Force
From: Carole Olson, NAIC Associate Counsel

Date: December 7,1988

Re: Consumer Diselosure Issues Working Group

Attached is a copy of my letter to Ted Becker dated Oct. 26, 1988, in which I identify some procedural issues which should
be addressed after the Working Group distributes the sample disclosure statements for exposure. Because the statements
affect the existing NAIC model structure (the Life Insurance Disclosure Model Regulation, the Variable Life Insurance Model
Regulation and the Universal Life Insurance Model Regulation), they shouid be incorporated therein. It appears that there
are several questions which should be resolved by the “technical experts” in this process.

Also attached are the comments I received from the states of Missouri (Attachment Three-A} and Utah {Attachment Three-
B) regarding the draft sample disclosure statements.

R332

NAIC
120 W.12th St.,, Suite 1100
Kansas City, Mo. 64105

October 26, 1988

Mr. Ted Becker

Reserve Actuaries

State Board of Insurance
1110 8an Jacinto Boulevard
Austin, Texas 78701-1998

Re: Disclosure Statements for Life Insurance Products
Dear Ted:

After the working group’s meeting here in Kansas City on Monday, I reviewed the NAIC’s models pertaining to disclosure.
The models which are affected: Life Insurance Disclosure Model Regulation, Variable Life Insurance Model Regulation and
Universal Life Insurance Model Regulation. I am enclosing copies of those models highlighting the sections which apply to
disclosure. .

The Life Insurance Disclosure Model Regulation requires a policy summary to be issued by the insurer to all prospective
purchasers prior to accepting the initial premium. Some of the requirements for the policy summary are the same as the
information contained in the disclosure statement.

The Variable Life Insurance Model Regulation requires certain information to be furnished to applicants, but it does not
appear that the requirements are duplicative of the disclosure statements, Please refer to Sec. 10 of the Model.

"The Universal Life Insurance Model Regulation, Sec. 8, requires that any statement of policy cost factors or benefits used in
connection with any advertising, solicitation, negotiation or procurement of a universal life insurance policy shall contain
three itema which appear to be covered by the disclosure statements which you drafted. The language is a bit unclear as to
whether the existing disclosure requirement is actually a mandatory requirement; however, this could be changed and the
requirement eould include distribution of the sample disclosure statement.
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..-:?ig ;: e e e w o ST e FE o . EE “ﬁ“:'

NAIC Proceedings - 1989 Vol. I 689

T hope that you might have a chance to review the enclosed highlighted material and give me your input on how the
statements should be incorporated into the NAIC models. As always, I appreciate your help on this and leok forward to
seeing you in New Orleans, .

Very truly yours,

Carole J. Olson
Assaociate Counsel

HdskgkRk

ATTACHMENTTHREE-A

To: Carole Olson, NAIC

From: Charles F. Renn, Missouri Deputy Director - Company Regulation
Subject: Draft of Disclosure Statements for Life Insurance Policies

Date: November 29, 1988

I have reviewed the draft disclosure statements and have the following comments:
(1) Thereis no mention of when the disclosure is to be delivered. I suggest that the disclosute become partofthe application

for coverage to allow the home office to correct any inaccuracies and present the true information to the applicant prior to
policy issue.

(2) Regardingpage 2 of the disclosure application to universal life policies, the statement, “based on a guaranteed interest
rate of” should read, “based on this policy’s guaranteed interest rate of.” The statement, “based on a current interest rate
of” should read, “based on this policy’s current interest rate of.” This more specific language will deter agent ereativity that
may otherwise result in misrepresentation of actual policy guarantees or current assumptions.

(3} There is no allowance for projections applicable to the current dividend seale for the indeterminate premium products,
nor is there any statement which declares that dividends are not applicable to universal life policies (or at least are not
foreseen as payable under those policies).

1 have had discussions with a few Missouri agents complaining about other agents using current assumptions or current
dividend projections that exceed assumptions in place for that company at the time of application. It appears these agents
are projecting into the future increases in interest rates and dividends which result in projections that will probably prove
inaccurate and which unfairly disadvantage the conscientious agent. I would strongly favor any action which would protect
Missouri consumers from misrepresentation. I feel that a disclosure statement such as this may work to that end.

R Rk R

ATTACHMENT THREE-B

Utah State Insurance Department
160 East 300 South

P.0. Box 45803

Salt Lake City, Utah 84145

To: Commissjoner Harold C. Yancey

From: John M. Coomans

Date:  Octoher 20, 1988

Bubject: Proposed disclosure statements for interest sensitive products

In answer to your Memorandums on this subject, copies attached. Yes, disclosure statements are needed. Verbal misrepre-
sentation by omission invelving these products oceurs frequently.

It is assumed that the disclosure statements will be presented under the heading of Statement of Policy Cost and Benefit
Information, according to the NAIC Life Insurance Solicitation Rule. The rule identifies that one age from 60 to 65 or
maturity, whicheveris earlier, must also be illustrated. That requirement is not noted on the proposed disclosure statements
and it ought to be included.

RoseMarie Parkinson and I believe that additional disclosure should be required in the actual policy. RoseMarieis insisting
i that the Policy Schedule Page identifies the date when the policy will lapse based on paying the planned premium and
cod guaranteed assumptions of interest and mortality rates. She is returning policy filings that do not clarify this. Sheis doing

i this based on 31A-21-301 UCA, which refers to disclosing the beginning and ending dates of insurance protection. It is
believed that this will suffice, but it wonld be nice to include the requirements in a NAIC model rule,

If you have questions, please contact either RozeMarie or me. ‘ .

A LEE gt **E
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ATTACHMENTFOUR

SAMPLE DISCLOSURE STATEMENT
Specifications - For All Disclosure Statements
Draft: 10-24-88

Name of Insured:
Name of Second Insured:
(The name of the second insured should be filled in only if the policy is a “Joint Life” policy as indicated below)

Name of Company;

Type of Life Insurance Policy:

Universal Life Flexible Premium
Universal Life Fixed Premium
Indeterminate Premium Life
Variable Life

Policy Form Marketing Name:

Policy Form Number:

Coverage And Premium Specifications:
Initial Death Benefit:
Initial Premium:
Mode Selected At Issue:
Fquivalent Initial Annual Preminm: .
(This amount is equal to the “Initial Premium” if the mode selected at issue is annual; otherwise 1l in the annual
premium which is equivalent to the “Initial Premium?)

Status Specifications:

Single Life Juint Life {Check one}
Additional Specifications If Single Life is Checked
_ IssueAge
Sex

Risk Classification : '
(Disclose such classifications as standard or substandard, smoker or nonsmoker status, degree of substandard rating if
applicable, and any other classifications which affect gross premium or cash values)

Additional Specifications If Joint Life is Checked
Joint First To Die Plan
(Check one of the two plans above)

Joint Last Survivor Plan

Firat Joint Insured Second Joint Insured
Issue Age - Issue Age
Sex Sex

Risk Classification Risk Classification

(Refer to comments for single life “Risk Classification” above)
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SAMPL_E DISCLISURE STATEMENT
.52 Oniy For Universal Lifsz Flexible Premium and Univergsl Lifs Fixs
Premium Folicies)
Policy Valuss Bagsed Gn Both Guaranteed and Currant Assumpticns

ZIZSTEsSsSsESSsE=SsSESESsssSsS=a=® Guarantegd Agsumptions ssmgESXTTTSSSESSsSSSs2Z=z=S2S

{1} (2) (3) (b} {(8) Cas

Accumulation syrrander

Aanual Daath value At Surrender value At
Year Pramium Benefit End of Year Charge End of Ysar vear
1 1
2 2
3 2
& b
S 5
8 5
7 7
8 g
9 9
19 10
1R 11
12 12
13 13
14 14
15 19
te 16
17 17
18 18
19 19
20 20

Based on a guarantesd interest rate or %

i
]

 EEEESNEEIERNEETSNETLTEESERESR cUrrent Assumptions TETSETLSTITITIITEIXTE=STTIST

(1) (2) (3) (&) (5) Cash
Accumulation Surrenger
Annual Death value At Surrender value At
vear Fremium Benefit End of Yaar Charge End of Year Year
& 4 3
§ 5 :
? ? ¥
-] a e
¢ 2
10 10
L i1
12 12
. 1 13
; e L
1c -
e ;é
*7 T
i :] 19
e 19
21 2
£as2c on 3 Ccurrent 'ntsrest rats or )
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SAMPLE DISCLOSURE STATEMENT
{Use Only For Universal Life Flexible Premium And
Universal Life Fixed Premium Policies)

Front End Loads

(Include all front end loads deseribed in the policy)
Level Annual Premium Required to Provide the Initial Death Benefit to Age 100 on a Guaranteed Basis

{To be filled in only for Universal Life Flexible Premium policies)

Notes to User:
(1) The policy values shown under “Guaranteed Assumptions” on page 2 arerequired to be shown for your information and
for possible comparison of this policy with other policies.

(2) The “Accurnulation Value At End of Year” and “Cash Swrrender Value At End of Year” shown under “Guaranteed
Assumptions” on page 2 are based on annual premiums and may not be the same amounts if premiums are paid on a mode
other than annual.

SAMPLE DISCLOSURE STATEMENT

Instructions For Page 2 of “Sample Disclosure Statement” Applicable For Universal Life Flexible Premium And Universal
Life Fixed Premium Policies

The fellowing are pertinent to the values under “Guaranteed Assumptions” for Universal Life Flexible Premium policies:

1) The “Annual Premium” must be a level amount equal to the “Equivalent Initial Annual Preminm” éhown, except that
the “Annual Premium” must be shown as zero if there is no death benefit provided by the policy during that year.

2) The “Death Benefit” shall be an amount equal to the “Tnitial Death Benefit” (but increased if the corresponding
“Accumulation Value at End of Year” in column 3 is so large that an increase is generated by the policy language). However,
if a death benefit equal to the “Initial Death Benefit” can not be provided for the entire year, the death benefit for that year
shall be filled in as the “Initial Death Benefit” followed by a slash mark and a zero, The company may provide, at its option,
an explanatory footnote to indicate how long into that particular year the “Initial Death Benefit” could be provided. The
“Death Benefit” shall be shown as zero for any subsequent years.

8) The “Accumulation Value at End of Year” shall be based on the guaranteed interest basis, and maximuam charges for
mortality costs (and expenses, if applicable), consistent with the corresponding amounts shown in columns 1 and 2.

4) The “Surrender Charge” is the amount, if any, which the contract language provides as a deduction from column 3 in
determining the corresponding “Cash Surrender Value at End of Year.”

5) The “Cash Surrender Value at End of Year” is the amount which would actually be paid as a cash surrender value never
less than zero, but otherwise consistent with columns 3 and 4.

6) The “Based on a Guaranteed Interest Rate” line must disclose the applicable guaranteed interest rate, used to obtain
the “"Accumulation Value at End of Year” amounts in column 3 under “Guaranteed Assumptions.” If there is any variation in
this guaranteed interest rate for any policy year 1 through 20, the line must be filled in so that the guaranteed interest
rate for each of these years is determinable. These guaranteed interest rates must be consistent with the guaranteed
interest rates described in the policy.

The following are pertinent to the vatues under “Current Assumptions” for Universal Life Flexible Premium policies:

1) The “Annual Premium” mustbe a level amount equal to the “Equivalent Initial Annual Premium shown, exceptthatthe
“Anmual Premium” must be shown as zero if there ia no death benefit provided by the policy during that year. Notethat these
amounts of annual premium are calculated using current assumptions.

2) The "Death Benefit” shall be an amount equal to the “Initial Death Benefit” (but increased if the corresponding
“Accumulation Value at End of Year” in column 3 is so large that an increase is generated by the policy language). Note that
these amounts of death benefit are calculated using current agsumptions. However, if a death benefit equal to the “Initial
Death Benefit” cannot be provided for the entire vear, the death benefit for that year shall be filled in as the “Initial Death
Benefit” followed by a slash mark and a zerc. The company may provide, at its option, an explanatory footnote to indicate
how long into that particular year the “Initial Death Benefit” could be provided. The “Death Benefit” shall be shown as zero
for any subsequent years. .

3) The “Accumulation Value at End of Year: shall be based on the current interest rate, and current schedules of charges
for mortality costs (and expenses, if applicable), consistent with the corresponding amounts shown with columns 1 and 2,
provided that column 3 shall not be calculated using any assumption more favorable to policyholders than any assumption
nowin actual use by the insurance company and provided also that noenhancement orinérement can beillustrated in coltmn
8 unless it is specifically described in the contract language.
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4) The “Surrender Charge” is the amount, if any, which the contract language provides as a deduction from column 3 in
determining the corresponding “Cash Surrender Value at End of Year.”

5) The“Cash Surrender Value at End of Year” is the amount which would actually be paid as a cash surrender value, never
less than zero, but otherwise consistent with columns 3 and 4.

In the case of a Universal Life Fixed Premium policy, all of the columns and lines shall be filled in consistently using the same
principles described above for a Universal Life Flexible Premium Policy with the following two exceptions, First, the “Annual
Premium” shown in eolumn 1 for both “Guaranteed Assumptions” and “Current Assumptions” shall be filled in using annuai
premiums actually described in the Universal Life Fixed Premium policy, assuming that the policy owner does not exercise
any option to change these premiums. Second, the “Death Benefit” shown in column 2 for both “Guaranteed Assumptions”
and “Current Assumptions” shall be the appropriate actual death benefit provided under the policy in each year, assuming
that the policy owner does not exercise any option to change these death benefits and also that premiums are paid consistent
with the amounts of premiums shown in column 1.

SAMPLE DISCLOSURE STATEMENT
Specifications - For All Disclosure Statements

Name of Insured:
Name of Second Insured:
(The name of the second insured should be filled in only if the pohcy is a “Joint Life” pohcy as indicated below)

Name of Company:

Type of Life Insurance Policy:

Universal Life Flexible Premium
Universal Life Fixed Premium
Indeterminate Premium Life
Variable Life

Policy Form Marketing Name:

Policy Form Number:

Coverage And Premium Specifications:
Initial Death Benefit:
Initial Premium:
Mode Selected At Issue:
Equivalent Initial Annual Premium:
(This amount is equal to the “Initial Premium” if the mode selected at issue is annual; otherwise fill in the annual
premium which is equivalent to the “Initial Premium”)

Status Specifications:

—_ Single Life Joint Life (Check one)
Additional Specifications If Single Life is Checked
_ Issue Age
Sex
Risk Classification

(Disclose such classifications as standard or substandard, smoker or nonsmoker status, degree of substandard rating if
applicable, and any other classifications which affect gross premium or cagh values)

Additional Specifications If Joint Life is Checked
Joint Firgt To Die Plan Joint Last Survivor Plan
(Check one of the two plans above)

First Joint Insured Second Joint Insured
Issue Age Issue Age
Sex Sex

Rigk Classification Risk Classification

(Refer to comments for single life “Risk Classification” above)

Product Development (A) Task Foree




694

Year

—
QWmWm~qaOuWU Fwip) -

11
12
13
15
16
17
18
19
20

NAIC Proeeedings - 1989 Vol. I
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SAMPLE DISCLOSURE STATEMENT
Specifications - For All Disclosure Statements

i Name of Insured:
i Name of Second Insured:
(The name of the second insured should be filled in only if the policy is a “Joint Life” policy as indicated below)

Name of Company:

Type of Life Insuranee Poliey:

TUniversal Life Flexible Premium
Universal Life Fixed Premium
Indeterminate Premium Life
Variable Life

Policy Form Marketing Name:

Policy Form Number:

Coverage And Premium Specifications:”
Initial Death Benefit:
Initial Premium:
Mode Selected At Issue:
Eguivalent Initial Annual Premium:
{This amount is equal to the “Initial Premium” if the mode selected at issue is annual; otherwise fill in the annual
premium which is equivalent to the “Initial Premium”)

} Status Specifications: (Check one)
Single Life Joint Life

Additional Specifications If Single Life is Checked
Issue Age
Sex

Risk Classification
(Disclose such elassifications as standard or substandard, smoker or nonsmoker status, degree of substandard rating if
applicable, and any other classifications which affect gross premium or cash values)

) Additional Specifications If Joint Life is Checked
— Joint First To Die Plan Joint Last Survivor Plan
; (Check one of the two plans above)

First Joint Insured Second Joint Insured
Issue Age - Issue Age
Sex Sex

Risk Classification Risk Classification

(Refer to comments for single life “Risk Classification” abhove)

SAMPLE DISCLOSURE STATEMENT
(Use Only For Variable Life Policies)

Table of Surrender Charges Used In Determining Cash Surrender Values

Policy Surrender Policy Surrender

Year Charge Year Charge
11

12

13

14

15

16

17

18

19

20
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Front End Loads

(Include all front end loads described in the policy)

Death Benefit Guarantees

{(Digclose any guarantees of death benefits provided in the policy)

Is this product structured such that an insured can lose his or her entire investment even though the insured has paid the
scheduled premiums?
Yes No  (Check one)

Ifthe answer to the question above is “Yes,” then describe briefly how this could happen. Also, address what the affect would
be on any death benefit guarantees (if any) as provided above if such a loss of the insured’s investment would occur.

Is The Premium In The Policy Fixed or Guaranteed? Yes No (Check one)

SAMPLE DISCLOSURE STATEMENT
Specifications - For All Disclosure Statements

Name of Insured: Client
Name of Second Insured: )
(The name of the second insured should be filled in only if the policy is a “Joint Life” policy as indicated below)

Name of Company: Insurance Company

Type of Life Insurance Policy:
__X__ Universal Life Fiexible Premium
Universal Life Fixed Premium
Indeterminate Premium Life
Variable Life

Policy Form Marketing Name: Ultimate Life 85+

Policy Form Number: POD Ed. 9-85
Coverage And Premium Specifications:
Initial Death Benefit: 17921
Initial Premium: 1,000
Mode Selected At Issue: Annual
Equivalent Initial Annual Premium: 1,000

(This amount is equal to the “Initial Premium” if the mode selected at issue is annual: otherwise fill in the annual
premium which is equivalent to the “Initial Premium”)

Status Specifications:
_X__ Single Life Joint Life (Check one)
Additional Specifications If Single Life is Checked
Issue Age :
Sex

Risk Classification Standard, Nonsmoker
{Disclose such classifications as standard or substandard, smoker or nonsmoker status, degree of substandard rating if
applicable, and any other classifications which affect gross premium or cash values)

Additional Specifications If Joint Life is Checked
Jeint First To Die Plan Joint Last Surviver Plan
{Check one of the two plans above)

First Joint Insured Second Joint Insured
Issue Age Issue Age
Sex Sex

Risk Classification Risk Classification

(Refer to comments for single life “Risk Classification” above)

Product Development (A) Task Force
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SAMPLE DISCLOEURE STATEMENT
ilUse 2niy For Universal Life Flexible Premium and Universzl Life Fixed
Premium Policies) .
Policy values Based Cn Both Guarantesed And Current Assumptions

==§===a===:========-:=: Guarénteed Assumptions CSIAXBSITTTERII=ISSSSIREITS
(1) {2) {(3) (L) (5) cCash
Acecumuiation surrander
Annual Death value At Surrsnder value At
Year Premium Benefit End of Year Charge End of Y=ar VYear
1 ;000 (921 L0 774 1
2 1,000 (7,421 16 bE 44 2
3 1,000 17:42 1242 e $L 1109 3
4 oD (142 Z,284 LC2 Lkg7 b4
5 4000 17,492 - - AFA B £,253 ]
6 hﬂ‘UO . 1'24‘[2.1 ?;ZOL .5- ' 41715-' 5
7 1000 17421 3768 $03 5,265 7
8 hean 172,421 $.01Y4 7k EIE] 8
g 1,009 (7,921 4,597 Y47 (20 9
10 2000 129z $413 419 ¢+ 494 10
i1 L oan 17,42 5,194 23% 352 H
12 Leoc /EFAIN $:379 FX#A 127 12
13 LEOC 17,421 H¥SY 158 5,296 13
14 LECOD 17,421 S ¢l 14 5327 14
15 LEND 17420 D) D) 5,120 15
18 Long 142 4, 721% ) IR 16
17 000 17421 3,950 7] _2.3450 17
19 000 72,421 ¢ 2,244 Q 22469 18
19 1,000 (7,42 1 YKS () t.n1g 19
20 L tog 11,421/0 [3) 2 i) 20
Bassd on a guaranteed intarest rate or Y %
Fzazazzzzxzrszassazaazazs Current Assumptions =szszs=zzazs=zzzzazsasm=s=zs==
(1) (2) (3) (&) (8) Cash
Accumulation Surrendar
Annuai Ceath Vatue At surrendsr. Valus At
vear Cremium Benefit End of Yzar thargs End of Year vaar
: Lo A ‘ - T i 1
: IR CEAN, ‘ T, LA, o8y w12 2
3 LN0Q ) Hqe2 el LI4h 3
4 QD0 i1.42! 2107 LQL Jles L
5 LOpD 521 T 551 2,934 5
5 L0000 12,421 'ﬁz.f:"_ 531 3. L8k 6
7 L300 17,424 5017 303 & T 7
8 LD RIT A 5 55 ¢t 5:352 8
9 N 17,421 Y] %) L 207 8
i0 |rGGD f?c‘f’l 1170: -’-H‘f 7!25"" 10
1 LD .42 ek 134 1.91¢ 1
12 WD) 17,121 {3852 8L 4, ¢ 12
'3 e 420 TN I3 PR '
ih iee RN gL I . T2 W 14
15 TSN EIEEA iy 1~ A Uiz 15
16 LA TN Lyt j . - Cor 16
; 17 Linh BT 433 K 3,515 17
| i RIT 21 59 o747 59U k]
! 19 NN NTRTE TN L 22 3151 19
; <9 T Sht4e 26007, : sk 21 20

£352d on 2 Current intarest rste of i %
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SAMPLE DISCLOSURE STATEMENT
(Use Only For Universal Life Flexible Premium And
Universal Life Fixed Premium Policies)

Front End Loads__ .03 Per $1.00 of Premium in All Years Plus $3 Per

Month in All Years
{Include all front end loads described in the policy)

Level Annual Premium Required to Provide the Initial Death Benefit to Age 100 on a Guaranteed Basis
$1,093.40
(To be filled in only for Universal Life Flexible Premium policies)

Notes to User;
(1) The policy values shown under “Guaranteed Assumptions” on page 2 are required to be shown for your information and
for possible comparizon of this policy with other policies.

(2) The “Accumulation Value At End of Year” and “Cash Surrender Value At End of Year” shown under “Guaranteed
Assumptions” on page 2 are based on annual premiums and may not be the same amounts if preminms are paid on a mode
other than annual, :

SAMPLE DISCLOSURE STATEMENT
Specifications - For All Disclosure Statements

Name of Insured: Client
Name of Second Insured;
(The name of the second insured should be filled in only if the policy is a “Joint Life” policy as indicated below)

Name of Company: Insurance Company

Type of Life Insurance Policy:
Universal Life Flexible Premium
Universal Life Fixed Premium
_X Indeterminate Premium Life
Variable Life

Policy Form Marketing Name;

Policy Form Number: 822375

Coverage And Premium Specifications:
Initial Death Benefit: 25,000
Initial Premiuim: 277
Mode Selected At Issue: Annuat
Equivalent Initial Annual Premium: 277

(This amount is equal to the “Initial Premium” if the mode selected at issue is annual; otherwise fill in the annual
premium which is equivalent to the “Initial Premium?)

Status Specificationa:
__X__ Single Life Joint Life (Check one)
Additional Specifications If Single Life is Checked
Issue Age
Sex
Risk Classification Standard

(Disclose such classifications as standard or substandard, smoker or nonsmoker status, degree of substandard rating if
applicable, and any other classifications which affect gross premium or cash values)

Additional Specifications If Joint Life is Checked
Joint First To Die Plan Joint Last Survivor Plan
(Check one of the two plans above)

First Join Insured Second Joint Insured
Issue Age Issue Age
Sex Sex

Risk Classification Risk Classification

(Refer to comments for single life “Risk Classification” above)

Product Development (A) Task Force
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SAMPLE CISCLOSURE STATEMENT
{Use Only For Indeterminate Premium Life Folicies)

{(ty (2) : (3) (&)

Maximum Possible
Annual Annual Cash
Premium Premium Surrender
(Guaranteed {Current Death Value At
Year Assumptions) Assumptions) Benefit End of Year
1 272 00 2977.00 23000 0
2 292,00 221.02 25,000 0
-~ 3 2772.09 237,00 ___ 25000 703
. 4 30%. 1¢ 277400 25,000 — 7,04
S 30% 70 297.00 25,000 2,555
6 0% 7 2737.00 ¢S 3240
7 I3s I% 1272.00 Z Q Gy
8 325 17 13700 2sicog L. 224
9 335.17 1377.00 25 000 2,833
10 3L8. ¢ 137 00 FEST ANl 2379
T 168 ¢4 297,00 28,000 10,265
12 264 -9 17700 25000 il e97
13 05 35k 227 .20 26,000 12, 157
14 408 3¢ 177,00 28,000 [4 660
! 15 03 Sk 277,00 2,000 (6,220
r 16 423 pn 227,80 25.000 2.5
' 17 €23 op 277.00 28 000 14,384
1: 423 o0 277 20 25,000 21, 026
1 $23 0 AT RN s, o0 22.64¢
20 423 00 297,02 zsuans 2 4ol
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SAMPLE DISCLOSURE STATEMENT
Bpecifications - For All Disclosure Statements

Name of Insured: Client
Name of Second Insured:
(The name of the second insured should be filled in enly if the policy is a “Joint Life” policy as indicated below)

Name of Company: Insurance Company

Type of Life Insurance Policy:
Universal Life Flexible Premium
Universal Life Fixed Premium
Indeterminate Premium Life
_ X Variable Life

Policy Form Marketing Name:

Policy Form Number: 85-300 TXA
Coverage And Premium Specifications:
Initial Death Benefit: £0.000
Initial Premium: 500
Mode Selected At Issue: Annual
Equivalent Initial Annual Premium: 500

(This amount is equal to the “Initial Premium” if the mode selected at issue is annual; otherwise fill in the annual
premium which is equivalent to the “Initial Premium”)

Status Specifications:

X Single Life Joint Life (Check one)

Additional Specifications If Single Life is Checked
35 Issue Age
M Sex
Risk Classification Standard, Nonsmoker
(Disclose such classifieations as standard or substandard, smoker or nonsmoker status, degree of substandard rating if
applicable, and any other classifications which affect gross premium or cash values)

Additional Specifications If Joint Life is Checked
Joint First To Die Plan Joint Last Survivor Plan
(Check one of the two plans above)

First Joint Insured Second Joint Insured
— Issue Age Issue Age

Sex Sex
Risk Classification Risk Classification

(Refer to comments for single life “Risk Classification” above)

SAMPLE DISCLOSURE STATEMENT
(Use Only For Variable Life Policies)

Table of Surrender Charges Used In Determining Cash Surrender Values

Policy Surrender Policy Surrender
Year  Charge Year Charge
1 $180 11 0_
2 180 12 0_
3 180 13 0_
4 180 14 0.
5 180 15 0_
6 180 16 0_
7 144 17 0_
8 108 18 0
9 72 19 0_
10 36 20 0._
Front End Loads_7.5% of each premium payment (or less at the diseretion of the insurance company) $5 monthly
inistrative charge (or les e discretion of company and an additio harge applicable on first premium
pavment)

{Include all front end leads described in the policy)

Product Development (A) Task Force
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Death Benefit Guarantees 000 face unt if the policy account is adeguate to ort th th benefi ever.

the policy owner has certain gontractual rights to inerease or decrease this amount

(Disclose any guarantees of death benefits provided in the policy)

Is this product structured such that an insured can lose his or her entire investment even though the insured has paid the
scheduled premiums?
X Yes No {Check one)

Ifthe answer to the question above is “Yes,” then describe briefly how this could happen. Also, address what the affect would
be on any death benefit guarantees (if any) as provided above if such a loss of the insured’s investment would oceur.
This is a flexible premium variable life policy.

Is The Premium In The Policy Fixed or Guaranteed?
Yes X No (Check one)

Aok ek ok selok o ofokekokdeokokeok ookakoskokskokskoe s

ATTACHMENTFIVE

Product Development (A) Task Force
Mackinac Island, Michigan
September 20, 1988

The Product Development (A) Task Force met in the Chief Mackinac Room of the Grand Hotel in Mackinac Island, Mich., at
8:15 a.m. on Sept. 20,1988, Aquorum wag present and William D. Hager (Iowa) chaired the meeting. The following task force
members or their representatives were present: Robert D. Haase, Vice Chair (Wis.); Leroy Morgan (Ky.); Edwin J. Smith, Jr.
(Texas); and Harold C. Yancey (Utah).

1. Report of Consumer Disclosure Issues Working Group

Roy Ray (Texas), representing Ted Becker {Texas), distributed sample disclosure statements designed to address the
disclosure issues identified at the New York meeting in June, Carole Olgon {NAIC) outlined the items identified by the states
as a result of the survey conducted after the June meeting and indicated that the comments received after her July1, 1988,
report to the working group would be distributed.

Commissioner Harold Yancey (Utah) asked whether an advisory committee would be appointed. Commissioner Hager
indicated that the appointment of an advisory committee would be discussed at a meeting of the working group to be held
before the New Orleans meeting. Commissioner Hager suggested that the working group meet in Kansas City to focus on
the issues and to prepare an exposure draft for distribution in New Orleans.

Having no further business, the Product Development (A) Task Force adjourned at 8:25 a.m.
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