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15. Appendix I. The formula for the credit accident and health single premium rates, as included at the end of this
Appendix, contains a typographical error. It should read:

Formula: 1.25 x Claim Cast + $.60 (Subject 10 2 maximum of 2 x Claim Cost).

16. Attachment 2 sets out examples of various types of calculations for unusual plans and benefits. Presumably this is

intended to aid insurers in determining rates and charges nort specifically covered in the regulation. However, no
mention of Attachment 2 appears in the body of the regulation.
Since Attachment 2 can be of substantial value to insurers, we suggest that a reference be included in the body of
the regulation, Tt appears appropriate to include the refercnce in both Section 6 and Section 7 dealing with credit
life and credic accident and health rates, respectively. The reference should, of course, refer to the attachment as
containing illustrative calculations since there are other acceprable methods which should be permirtted.

Respectfully submitted,

Robert Younger

LIFE INSURANCE (C3) SUBCOMMITTEE

Reference:
1971 Proc. Vol. 1. p. 598
1971 Proc. Vol II. p. 477

Dick L. Rottman, Chairman - Nevada
Stanley C. PuRose, Viee-Chairman - Wisconsin

AGENDA
1. Report from the Valuation Task Force.
2. Report from the Policy Loan [nterest Rate Task Force.
3. Report from the Split Life Task Foree.
4. Report from the Price Hlustration Task Force.
5. D}scussion on whether to appoint 2 Task Force to study the broad area of life insurance products in general and its

various characterisiies - Commissioner Stanley C. DuRose of Wisconsin will speak on this subjoct.
6. Discussion on Deposit Term Life [nsurance.

7. Any ather matters brought before the Subcommictec,

The Life Insurance (C3) Subcommittee met at 2:00 p.m. December 5, in the Condor Room
at the Hyatr Regency Hotel . Each item on the agenda was discussed in open sesssion prior
to adjourning into executive session.

‘The Subcommittee received the final report from the Valuation Task Force. Discussion on
this report was minimal and the Subcommittee voted unanimously to adopt the report as
submitted. The Task Force was given a hearty thanks and was discharged.
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The Subcommittee receivéd the final report from the Policy Loan Interest Rate Task Force.
The report was submitted to the Subcommittee for the first time; however, the Task Force
Chairman, Dr. Glenn L. Wood, indicated it was reasonably similar to the model bill that had
been prepared by a previous task force. Several members of industry indicated their
approval of the report. The Subcommittee decided to defer action on the adoption of the
report until the members have an opportunity to evaluate its contents. The Chairman agreed
to distribute copies of the report to each of the Subcommittee members.

An interim report from the Split Life Task Force, chaired by Harold Jacobsen, CLU, was
submitted to the subcommittee. The report was verbal. This report illicited considerable
discussion during executive session. The Chairman of the Task Force was instructed to
maintain an unbiased and objective view toward the study of this entire issue. He was
specifically instructed to investigate the legality of the product in relation to the NAIC
Unfair Trade Practices Model Act (both past and present), deficiency reserves, marketing
and replacement implications, and specifically enumerate both the positive and negative
aspects of split life insurance. There was the general feeling by subcommittee members that
new life insurance products should be encouraged wherever and whenever possible.

Some discussion ensued regarding the inclusion of health insurance in the split life package.
Discussion by representatives from states who had approved split life insurance and from
those who had not approved split life insurance was rather vigorous. The Chairman of the
Task Force was instructed to try to have a final report prior to June, 1973, meeting.

The Subcommittee heard an interim report from the Price Illustrations Task Force. The
report was widely distributed prior to the meeting. Some discussion ensued and a specific
presentation was made to the entire Subcommittee by Mr. Robert Seiler. The written
document was distributed to the Subcommittee members, but 11 was decided not to attach
the document to the Task Force report. The Task Force decided during the meeting to
receive a written report from Mr. Moorehead. It is attached to the Task Force interim
report.

The Subcommittee voted to receive the report and it was reported by Commissioner Stanley
C. DuRose that the Task Force would continue to study the matter of price illustrations and
make another report at the next committee meeting.

A report was received from Commissioner DuRose concerning a proposal to study the broad
area of life insurance products and related issues. Some discussion ensued and it was
determined by the Subcommittee that the written documents submitted by Commissioner
DuRose be attached to the Subcommittee report and forwarded to the ParentCommittee. It
was the Subcommittee’s instructions that the Executive Committee review the proposal in a
positive light with specific reference to the feasibility of such a study, the level of such
investigation, the technical assistance required and the source and amount of funding. The
Subcommittee requested the guidance of the executive committee on this particular issue.

A brief discussion was held with regard to Deposit Term Life Insurance. It was voted to
drop this item from the agenda. However, Commissioner Payne was asked to make a report
at the next committee meeting on the California investigation of deposit term. Also, Dan

Anderson was requested to outline for the Subcommittee possible problems of life insurance
advertising for its consideration.
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No other matters came before the Subcommittee, so the meeting adjourned.

Hon. Dick L. Rottman, Chairman, Nevada; Hon. Stanley C. DuRose, Vice-Chairman,

Wisconsin; Hon. John G. Bookout, Alabama; Hon. Gleeson L. Payne, California; Hon. J.
Richard Barnes, Colorado; Hon. Robert A. Short, Delaware; Hon. James Bavlor, Illinois,
Hon. William H. Huff III, lowa; Hon. James P. Dalton, Missouri; Hon. Lester L. Rawls,
Oregon; Hon, Samuel H. Weese, West Virginia,

TIIE PROPOSED CHANGES IN THE STANDARD VALUATION AND NONFORFEITURE LAWS
As Recommended by the Joint Actuarial Committee of che Life Insurance
Association of America and the American Life Convention

December, 1972

The report of the Valuation Task Force was submitted to the {(C3) Subcommittee on June 13, 1972, at the Denver meeting
by Henry F. Ries, Chairman. Certain objections were raised by industry representatives to the report as submitted. The
Task Foree was directed by the Subcommittee to explore the matrer further with industry representatives and obrain a
resolution of existing differences of opinion.

Because of the illness of Henry Rics, a new Chalrman to the Task Foree was named. The Task Force consulved wich
industry representatives and arrived at a mutually agreeable revised report. This revised report was discussed with the
Subcommittee on October 9, 1972, at the Sioux Falls, South Dakota, meeting. The Subcommittee instructed the Task
Foree to proceed with the drafting of amendments to the NAIC Siandard Valuation and Nonforfeiture Model Acts
reflecting the provisions of the revised report, Transmitted herewith are:

1, The revised report of the Valuation Task Force,
2. The proposed amendments to the NAIC Standard Valuation Model Act, and
3. The proposed amendments to the NAIC Standard Nonforfeiture Model Act.

In summury, the amendments to the Standard Valuation and Nonforfeiture Laws (1) establish new valuation mortalicy
standards for annuiry and pure endowment contracts in the 1971 Group Annuity Mortality Table and che 1971 Individual
Annuity Mortality Table; (2) allow for the use of interest rates not to exceed six percent for group annuiry/pure
endowment contracts and individua! single premium immediate annuity contracts and four percent for all other individual
annuity/pure endowment contracts, to January 1, 1986; (3) allow for an interest rate not to exceed four percent, to be
used for all other insurance contracts, to January 1, 1986; and (4} establish an operative date of January 1, 1979 - or
earlier at the election of the company.

Eugene FE. Jacks, Actuary (Chairman) Henry F. Ries, Chief Actuary
State of California, Departrment of Insurance State of Colorado, Division of Insurance

Mary F. Kingston, Life Actuary
The Commonwealth of Massachusetts, Division of Insurance.

I. Valuation Task Force Revised Report

The subject to be discussed concerns changes in the Valuation and Nenforfeiture Laws Recommended by the Jaint
Actuarial Committee of the Life Insurance Association of America and the American Life Convention.



280 NAIC PROCEEDINGS - 1973 Vol. T

The continuing attempt to understand econemic forces und the constant cxperimenting to control them might well yield
encugh knowledge within eight years to seriously change the outlook on investment projections. Furthermore, there is
always the possibility of an important breakthrough in medical science which would affect mortalicy assumptions.

Some theught might be given to the possibility of making the standard valuation law more sensitive to change with regard
to interest and mortality than action of the 50 legislatures. A technical information source working with industry and
making recommendations to the NAIC membership could be effective. There is value in more realistic valuation
assumptions, but more realism requires more flexibility.

There were state acutaries who felt thar there should be more stringent requirements for an actuary signing the annual
statement or cther documents related thereto. Take the following from a reply:

I do not have any problem in accepring the increased inverest rates except that all companics operative in my state,
and chroughout the country de not actually experience a four and one-fourth percent net rate on new business in some
instances. There are some companies with poor investment experience. There may well be companies having problems
meeting a six percent net rate if we allow them to value the group business at six percent. As such, I feel it may be best to
consider implementing a requirement similar to thac utilized in Canada wherein the actuary's signature is considered very
important in the filing of an annual statement. In a Canadian annual statement, the actuary attests to the fact that the
the reserve liabilitics established on a block of business not only meets the minimum statutory requirements but are suffi-
cient to provide the benefits in his own estimation. In other words, he attests to the fact that the reserves are adequate in
his own mind and not that the reserves simply rneet minimum requirements. I would very much like to institute this type
of requirement within the United States, I feel that this would go 2 long ways in helping to salidify the American Academy
of Actuaries, and its position relative to the insurance industry.

Among the letters received, there were three state actuarivs who felt that further study should be made: ten of the replies
indicated complete approval of the proposed changes; one expressed disapproval, and one a no decision, a wait and see; the
remainder of the rwenty-three, eight indicated some approval with modification.

There have been recommendations that the annual statement be modified to bring out certain information when the
proposed changes are approved. [t has been suggested that the industry be required to demonstrate statistically on the basis
of new investments which have been made during a recent period, such as the lasc three years, that the average investment
returns for the industry are well above six percent, such as eight percent or more, The industry should also propose a
method by which investment earnings rates for recent investments could be computed on a uniform basis and reperted in
each company’s annual statement, Provision should alse be made for reporting the portfolio interest rate afrer excising
such new investments, Under this approach, if the proposed six percent is approved, a company whise new investment rare
drops below a certain level, such as seven percent, should be required te establish a program for increasing its reserves for
these classes of annuities. Here again, a specific time limit should be ¢stablished for such valuation basis, such as annuities
purchased during the nexe five or ten years.

Concerning the two 1971 annuity tables, the question has been raised as to whether consideration should be given to an
alternative of including a projection scale in the valuation requirements ot advancing the data of the static tables five or tent
years hence. Also, the question has been raised as to whether or not the revised valuation and nonforfeiture standards
should be applicable to annuity benefics purchased under group annuity contracts which were in effect prior to the
operative data of the new statute. This would eliminate the need for un alternate approach, such as, cancelling inforce
group annuity contracts and issuing new contraces to the same groups.

Other questions raised as to whether these increased interest rate assumptions would lower the premium rates? One state
actuary sugpested a strong model law dealing with minimum cash values far annuities. Some mention should be made of
the smull amount of data available for annuirty mortality for ages under 50.

With regard to annuity tables, {this has been touched on) since the mortality tables being propoesed do not mandate 2
prejection for morrality improvements, we should anticipate that such mortality improvements will in time remove whar
margins there may be in the proposed six percent and four and cne fourth percent interest rates in the annuity valuation
mortality tables.

I wish 1o thank the state actuaries and all those who wrote offering comments and recommendations. Especially do I wish
10 cxpress my gratitude for the cooperation and help given me by Mary F. Kingston, Life Actuary of the Massachusetes
Department and Gene Jacks, Actuary of the California Department.



NAIC PROCEEDINGS — 1973 Vol. | 281

At the request of the Life Lasurance (C3) Subcommittee, the praposals for changes in cthe standard valuation and
nonforfeiture laws have been studied, and as Chairman of the Task Foree o report on these proposals, this paper
represents a written reaction to these recommendations.

These changes as you prabably know pertain to the recommendations of new annuity tables and changes in the laws
pertaining (o interest assumptions. A summary of the proposed changes is as follows:

1. Raise the maximum statutory interest rate to four and one-fourth percent for individual deferred annuities, for all
life insurance and benefits supplemenrary therete, and for health insurance. This change would apply to business
issued after che operative date.

2. Raise the maximum staturory interest rate to six percent for all group annuities and single premium immediate
individual annuities purchased after the operative date, and

3. Concurrently incoduce the 1971 Group Annuity Martality Table and the 1971 Individual Annuity Morrality Table
as statucory mortality standards for group and individual annuities respectively, to replace present standards. Both
of these new mortality tables have been published by the Sociecy of Actuaries. To allow dime to comply, the new
standards for annuities would not be compulsory until after an operative date not later than eight years after
adoption of the new standards by the NAIC.

In connection with these recommendations, the Task Force communicated with state actuaries from over the nation, as
well as members of the investment and insurance indusery.

1t may be ot interest to convey some o} che highlights, - - - excerpts of these communications follow:

We eould accept the judgment of many, but not all, financial experts that we are now in a “new e¢ra’ of cconomies in
which interest rates will continue at a relatively high level for many years, if not permanently. But, if these experts should
prove wrong, this choice would, in time, lead ta considerable financial losses to companies under long-term,
investment-type policies, assuming a reasonable level of lapse rates,

The “new era” experts may be right, but they may be wrong, no one knows. And, it is of paramount importance to a life
insurance company that it continue to be solvent on any reasonable assumptions.

There is no problem or dilemma in respect of term, group life and health insurance with their low reserves, for short-period
policies running for say 10 or 15 years during which interest rates are almost sure to be relatively high, or for single
premium immediate annuities with their one premium and declining reserves.

Another reply - - -

My first reaction to the six percent rate for group annuities and single premium individual immediate annuities was thac it
was too high. In considering the availability of long-term maturities in bond investments at between seven percent and
eight percent, however, it appears that there is enough margin and adequate opportunity for the companies te reduce
interest assumpdons on new issues when there is a need for such reductions.

Another - -

In recommending a mipimum valuation standard, it is important to bear in_mind that the purpose of that minimum
standard is to guarantce that sufficient funds will be available, perhaps many years in the future, when a company must
mect its obligations to its policyholders.

Although a valuation rate as high as six percent is probably being proposed for the first time, the situation that prompts
the proposal is also appearing for the first time. Single sum sales of immediate annuities, supparted by bigh yield long-term
bonds, have been made on rates based on these higher earnings, and are currently producing startling results from an
accounting point of view.

The amendments proposed by the industry advisory committee include a suggestion that they not be made mandatory
until eight years after adoption by the NAIC.



282 NAIC PROCEEDINGS ~ 1973 Vol. [

The comments and recommendations received are much appreciated. However, some of these recommendations come
under the category of “other proposed changes” which might be considered for another future Task Force Study if the
Suhcommittee deems it so advisable.

We do believe chat the question at hand is, will prevailing interest rates continde at a relatively high level for 2 number of
years? We believe they will. Economic forecasts indicate that the present high level of interest rates is projected to continue.
for the balance of this decade and, perhaps, well into the 1980,

Quoting a reputable egonomist:

Perhaps the most pervasive factor influencing the supply and demand for funds is the commitment by the
federal government and other governments throughout the free world to a policy of economic growth with
full cmployment even if this results in some inflation. Sinece such policies create an expectation of inflation,
businesses and consumers are more eager o borrow so that they can finance purchases before price increases
take place, Lenders, realizing that they will be repaid in funds which will have eroded in value, require an
additional “inflation premium’ in interest rates to compensate for this loss in value. Thus, inflationary
pressures are expected to keep interest rates higher aver the next decade than in the recent postwar years,
Because competition for funds if international in scope, rising interest rates abroad will place continued
pressure on the Federal Reserve Board to pursue monetary policies which will keep domestic interest rates
high to avoid capital outflows and balance of payment problems.

Al of the previous factors taken together lead economists to believe that although interest rates may drop
somewhat from their highest peaks of recent years, the general trend of interest rates will be represented by
a sidewise movement on a high platcau compared with historical standards.

In considering the availability of long-term marurities in bond investments at berween seven percent and eight percent, it
appears that there¢ is enough margin and adequate opporrunity for the companies to raise interest assumptions on new
issues. The opporrunities are equally true in other avenues of investments.

Therefore in taking into consideration the several factors and in assessing the responses received, we have modified the
suggested maximum statutory interest rate from four and one fourth percent to four percent with an automatic cutback to
an interest rate of three and one half percent as of December 31, 1985.

The following are the recommendations by the Task Force to che Life Insurance (C3) Subcommitree on the proposcd
changes to the srandard valuation and nonforfeiture laws:

i. Raise the maximum statutory intesest rate to four percent for individual deferred annuities, for all life insurance
and benefits supplementary thereto, and for health insurance, This change would apply to business issued after the
operative date, and would automatically be cutback to an interest rate of chree and one half percent on new issues
as of December 31, 1985.

2. Raise the maximum sratutory interest rate to six percent for all group annuities and single premium immediate
individual annuities purchased after the operative date, and likewise would automatically be cutback on new issues
to an interest rate of three and one half percent as of December 31, 1985.

3. Replace the current statutory mortality standards for group and individual annuities respectively with the 1971
Group Annuity Mortality Table and the 1971 Individual Annuiry Mortality Table.
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I1. Proposed Changes in the Standard Valuation Law

Draft of November 20, 1972

Section 3.

Amend the first two sencences to read as follows:

3.

Except as otherwise provided in section three -a, the [The] minimum standard for the valuation of all such
policies and contracts issued prior to the effective date of this Act shall be that provided by the laws in
effect immediately prior to such date. Except as otherwise provided in section three - a, the [The! minimum
standard for the valuation of all such policies and contracts issued on and after the effective date of this act
shall be the commissioners reserve valuation method defined in section four, threc and one half percent
interest, or in the case of policies and contracts, other than annuity and pure endowment contracts, issued
on ot after the effective date of chis amendatory Acc of #97- and prior to January 1, 1286, four percent
interest, and the following tables:

Sections 3 -2

Add a new Section 3 -a 1o read as follows:

3-a

After the effective date of this amendatory Act of 197-, any company may file with the commissionet a written notice of

its election to comply with the provisions of thix weetion after a specified date before January 1, 197

operative date of this section for such company, provided, a company may clect a different operative date for individual

annuity and pure endowment contraces from that elected far group annuity and purc endowment contracts. If a company

The minimum standard for the valuation of all individual annuity and.pure endowment contracts issued on
or after the operative date of this section three -a, as defined herein, and for all anpuities and pure
endowments purchased on or after such operative date under group annuity and pure endowment contracts,
shall be the commissioners reserve valuation method defined in wction four and the following tables and

interest rates;

a. For Individual Annuity and Pure Endowment contracts issued prior to January 1, 1986, excluding

apy disability and zccidental death benefits in such contracts - the 1971 Individual Anouity
Mortalicy Table, or any modification of this table approved by the commissioner, and six percent
interest for single premium immediate annuity contracts, and four percent interest for all other
individual annuity and pure endowment contracrs.

283

b. For [ndividual Annuity and Pure Endowment contracts issued on or after January 1, 1986, excluding anv

disahbility and accidental death benefits in such contracts - the 1971 Individual Annuity Mortality Table, or

any modification of this table approved by the commissioner, and three and one-half percent interest.

c. For all annuities and pure endowments purchased prior to January 1, 1986, under group annuity and pure
aglowment contracts, excluding any disability and accidental death benefits purchased under such
contracts - the 1971 Group Annuity Mortality Table, or any modification of this table approved by the

Commissioner, and six percent interest.

d. For all annuites and pure endowments purchased on or after January 1, 1986 under group annuity

and pure endowment contracts excluding any disability and accidental death benefits in such

contracts — the 1971 Group Annuity Morsality Table, or any modification of this table approved by
the rommissioner, and three and one half percent interese.

makes no such election, the operative date of this section for such company shail be January 1, 1879.

9, which shall be the
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[I[. Proposed Changes in the Standard Nonforfelture Law

November 20, 1972

Amend the first sentence to read as follows:

[n the case of Ordinary policies issued on or after che operative date of this seciion five-a as defined herein, all
adjusted premiums and present values referred to in this Act shall be calculated on the basis of the Commissioners
1958 Standard Ordinary Mortalicy Table and the rate of intercst,[not cxcceding thres and one half percent per
anoumn,] specified in the palicy for calculating cash surrender values and paid-up nos-furfeiture benefits provided
that such rate of interest shall not exceed three and one-half percent per annum except that a rate of intercst not
cxceeding four percent per annum may be vwed for policies issued an or afier the effective date of this amendatory
Act of 197 arhlrjuprinr to January 1, 1986 and provided that for any category of Ordinary insurance issucd on
female risks, adjusted premiums and present values may be calculated according to an age not more than three years

youngyr than the actual age of the insured.

Section 5 -b
Amend the first sentence to read as follows:

In the case of Industrial policies issued on or after the operative date of this section fiveb as defined herein, all
adjusted premiums and present values referred to in this Act shall be calculated on the basis of the Commissioners
1961 Standard Industrial Mortality Table and the rate of interest,[not exeeeding threc and one half percenrt per
annum,j specified in the policy for calculating cash surrender values and paid-up non-forfeiture benefits provided
that such rate of interest shall nor exceed three and one half percent per annum, except that a rate of interest not
excecding four percent per annum may be used for policies issued on or afrer the effective date of this amendacory
Act of 197 - and prior to January 1. 1986.

POLICY LOAN INTEREST RATE TASK FORCE REPORT
December, 1972

Outline

Toreword

—

1T Conclusions and Recommendations
11T Origin and Charge of the Task Force
IV Methodology

V  QObijectives

V1 Considerations

Lxhibits

A, Model Policy Loan Interest Rate Bill

1. Foreword.

Numerous studies have documented the problems that may arise for life insurance companies and policyholders from a
fixed policy loan interest rate. But even to the astute life insurance professional, the importance of life insurance policy
loan interest rates is deceiving. Relatively few problems exist when general interest rates in the economy are not greatly
different from rares being charged on policy loans. Severe problems, however, are creared when there is a wide discrepancy
between policy loan intercst rates and other interest rates. Problems are most acute when interest rates are at their
extremes. Although concern over the problems tends to coincide with interest rate movements, implementation of
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practical solutions to these problems requires time, During the time solutions are being considered, interest rates often
reverse themsclves. Thus, positive action o alleviate problems associated with a fixed policy loan interest rate may be
required at a time when the problems are not ac their greatest intensicy. This leads some obscrvers to underestimate the
importance of the problems. To be most effective. remedial action should be taken to assure that a predetermined solution
has been developed.

I1. Conclusions and Recommendations.

The Policy Loan Interest Rate {C3) Task Force offers the actached draft model policy loan interest rate bill to the NAIC
for its consideration. Members of the Task Force unanimously believe the draft model provides a viable solution to the
problem inherent in the present pelicy loan interest rate situation.

The essential characteristics of the draft are:

A. All policies issued after the effective date of the enactment of the bill shall contaln a provision establishing cither,
but not both of, a variable pelicy loan interest rate or a fixed policy lean interest rate. Insurers may simultaneously
issuc policies providing for a variable rate and policies providing for a fixed rate, but both alternatives may nort be
contained in the same policy.

B. Maximum fixed and variable interest rates which may be charged on policy loans will be established by each
jurisdiction enacting the maodel bill.

C. An insurer may increase the variable loan interest rate only on or after the date 12 months following the preceding
effective date of change. The new loan rate will apply, in the case of cach policy providing a variable rate, to all
loans outstanding on the effective date of the change for thar policy and to all loans made thereafter--until the
subsequent loan interest rate change.

D. if the change in the policy loan interest rate is an increase, it may not exceed one percent per annum above the
previous rate. Thirty-day prior notice of a loan interest rate increase must be sent to policyowners having
outstanding loans.

E. In maximum policy loan situations, insurers are authorized to withhold from loan proceeds sufficient value so as to
preclude the possibility of lapse due to an increase in the applicable interest rate before the end of the current

policy year.

LII. Origin and Charge of the Task Force

in view of severe policy loan problems and numerous studies, the Task Force was formed under the direction of
Commissioner Rottman during the summer of 1972, The charge to the Task Force was te study the desirability and
feasibility of a variable policy loan interest rate systemn and to draft a model bill, if apprepriate, to submit to the NAIC for
its consideration.

1V. Methodology

Rather than undertake an exhaustive study of policy loan problems (which would require 2 prohibitive amount of time},
the Task Force agreed to focus upon previous studies and reports. After careful deliberation, the Task Force elected to
¢ritically evaluate the Policy Loan Interest Rate Draft Bill submitted by the ALC-LIAA (on November 24, 1971} in the
light of the annotations and report that accompanied it. As a result, this report is based largely upon that study and much
of the wording has not been changed except in those areas where the Task Force agreeqd that changes would be desirable.

V. Objectives

The Task Force established certain objectives that it felt should be considered in drafting 2 mode! bill. Primarily, the Task
Force fele that the bill should optimize equity between borrowing and non-borrowing policyholders and should tend o
inhibit extreme drains on the cash flow of insurers during times of high market intercst rates by providing for a policy loan
interest rate that may be changed in response to prevailing market interest rates. Vafious other important, but subsidiary,
considerations were:
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To minimize financiul selection by the policyowner against the insurer.

To minimize administrative complexity.

To notify the borrower in advance as to what the interest rate will be on his loan.
To prevent the indebtedness from rising above the cash value.

To enhance the attractiveness and salability of the policy contracts,

As set forth more fully in the following discussion, the Task Force (with the previous study by ALC-LIAA) has attempted
to draft a model bill that will come closest to meeting these objectives.

V1. Considerarions

Al

Variable rate only or variable and fixed as alternatives.

A case can be made for permitting a variable policy loan interest rate only. However, the decades of use of the
fixed rate lend weight to its continued availability as an alternative as provided in the draft model bill.

The intent of the model bill is to permit an insurer to issue all policies with a variable rate, all with a fixed ratre, or,
by means of separate but concurrent policy scries, to issue borh types of policies simultancously. However, an
insurer will not be able to incotporate both alternatives in the same policy.

Basis for Maximum Rates.

The Task Force discussed at lengrh various alternatives that might be used to tie the maximum policy loan interest
rate to the appropriate maximums established 1n usuary laws. Whichever technique is used it is recommended that
an express numerical maximum rate be included rather than seferring to the particular jurisdiction’s usury law, The
latter might creare confusion because often there are several limits, depending frequently on the size of the lcan or
on the nature of the horrower. Finally, if a maximum rate is necessary, then there is some advantage to having it
remain stable ance the policy is issued; the usuvary rate is subject to varying definitions and may go up or down.

It could be argued that it would be desirable to have no maximum indicated at all on the theory that competitive
pressures would be entirely adequate o hold the loan rate to realistic levels. However, the Task Force felr, that
such a recommendation would be too dramatic a change from the craditional fixed loan rate.

A casc can be made for a separate, somewhat lower, maximuom rate schedule for fixed rate policies, but simplicity
of approach favors using the same maximum for both fixed and variable rate policies.

It should be noted that it is highly desirable to have a uniform maximum rate throughout all the states. Otherwise
many questions will arise because of the different policies (and different policy loan rates) chat one individual will
have as he moves about the United States. Some degree of uniformity could be achicved if the starting point for all
legislation would specify eight percenc. This would then be accompanied with a specific amendment in those few
states with a lower usury rate exempting policy loans.

Basis for determining effeccive date of rate change.

The variable policy loan interest rate presents the life insurance industry with a new and fundamental issue o
resolve, namely, whac shall be the basis for derermining the effective date of a rate’change? It should be noted that
this question is not the same as that of the interest billing date which is considered later in this report.

The Task Force recognized three alternative bases:

1. Interest rate change ticd to policy date under chis approach, the race applicable during an entire policy year
would be that set by the insurer and in effect on (or a given number of days in advance of) a particular
policy’s anniversary date. Any loan made during the policy year would be charged interest at the current
(for that policy rate until the next policy anniversary date, at which time a new rate could become effective
for the ensuing policy year, )
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2. Interest rate change tied to loan date under this approach, the rute used would be that in effect when the
loan is taken out, and it would apply for a period of one year fram: the loan date. If further borrowing were
to be made on the policy, the insurer’s current rate would apply to the consolidated indebtedness consisting
of the balance of the old oan as well as the new loan,

3. Interest rate change tied to a calendar date-Under this approach, all loans outstanding weuld be charged the
same rate af interest. When the loan interest rate changed, the new rate would apply from its cffective date
to zll existing loans, as well as to new [oans, until a furcher rate change,

The following table sets forrth certain of the considerations considered by the Task Force as to which of the bases to
choose.

TABLE A Policy Date Loan Date Calendar Date
Promotes cquity among Partially Subject to Yes
borrowers, borrower control

a. [nhibits periods of No Yes No

particularly heavy borrowing.

b.  Precludes obtaining Yes No Yes
more favorable rate by
“rolling” loans over,

Effcctive interest rate For balance Far One Until next
known in advance. of policy Year date on which
year insurer is

authorized to
change rate.

No potcn.tlal lap-se No problem Mot Potential
problem in maximum Necessarily
loan situations.

Prablem

Affects all policies No No Yes
equally (i.e., repardiess
of policy or loan date).

Consistent with Many Somc
current practices of
insurers.

None

Conceprual simplicity. No No Yes
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Each of the three buses has advantages and disadvantages. The draft model bill permits each insurer to make its own
decision although the Task Force feels thar the calendar date basis may be preferable because (1) it is reasonably equitable
and responsive to the economy, {2) it treats all policyholders equally, {3} it is conceptually simple, and (4) because its
biggest disadvantage, unfamiliarity, is not as serious as the major disadvantages attached to each of the other two. The
policy date approach treats hosrowers unequally, allows substantial delays in effective rate change on individual policies
and may produce different rate change on individual policies and may produce different rates for a policyowner with two
or more policics, The loan date basis suffers from its potential for severe financial selection against the insurer and the
non-borrowers, as well as administrative peak load resulting from financing afrer an interest rate reduction.

D, Nortice and lead time for rate change.

The Task Force debated the necessity of sending any notice of a rate change at all, with the thoughr that the
interest billing notice would suffice, possibly augmented by a “notice advertisement” in financial publications, It
wus decided, howcever, that notice of an increase in rate should be sent to policyowners with existing loans at least
30 days in advance of the effective dare, and that loans closed subsequently should receive notice with the loan. A
provision to that effect has been included in the draft. No notice is required for policies without loans, nor fora
decrease in the policy loan incerest rate.

The requirement of 30 days advance notice of any specificd rate increase on outstanding policy loans allows the
borrower sufficient time to investigate alternative sources of credit and to repay the policy loan with funds
obrained clsewhere prior to the acrual increase. While a 30 day norice of decrease in rate is not required, such
notice, of course, may be given if the insurer so elects.

E. Frequency and maximum increase in interest rate,

A cogent argument may be made that total consistency with the main purposes of the model bill would require
that there be no limiration on the frequency of changes of the policy loan interest rate or on the maximum increase
in rate which may be accomplished by any rate change. The Task Force has the opinion that in practice insurers
would generally follow self-imposed guidelines to achieve an orderly pattern of rate change. [lowever, the Task
Force also feels that it is in the public interest to impose limitations which reasonably slow the frequency and
restrict the amount of changes which may be made in policy loan interest rutes. Moreover, practical considerations
dictate such limitations.

The limitation that any increase in policy loan interest raie may not exceed onc percent in a 12 month period has
considerable significance. In as much as the applicable interest rate may be varied during the policy year or other
intercst payment period, it will usually be impossible for a borrower to know his precise interest charge at the
beginning of the applicable intercst payment period. The one percent limitation assures the barrower that his
interest cost can at most increase by this amount in any 12 month period.

F. Operational requirements.

The very mature of chis effart to ease the policy loan problem in the future implies increased administrative
complexities. Pracedures requircd to administer loans on a variable intercst rate basis, however simple, introduce
new operational requirements even as the old requirements continue for policies issued with a fixed race.

1. Maximum loans.

When the loan rate is fixed, or when the loan rate may vary but only at the time interest is billed or added
to principal for a new lozn, the maximum loan is essily determined. However, the draft model bill provides
that the loan rate may change during the interest accrual period for any individual policy. In the calendar
date approach, this means that a loan rate increase ovcurring less than 12 months after the date of a
maximum loan could cause the cash value to be exhausted premarturely.
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The Task Force rccognizes this as an administrative problem. The insurer can abviate the problem by
determining the maximum loan by use of a discount factor which provides for the possibility of an increase
af up to one percent in the loan rate within the coming year. The draft accomplishes this by varying che
usual statutery language by specifving “and any interest which may be allowable on the loan to the end of
the current policy year’.

It is important to note that the cstablishment of this safety-margin only creates a techaiyque which zllows
use of variable policy loan interest rates in maximum loan situations and does not uldmartely affect the
amount of cash value of a palicy. The amount of cash value available to 2 policyholder upon suerender,
available to preserve the policy from lapse and available to be used as required by non-forfeiturce provisions
is not reduced.

2. Interest biiling,
The draft model bill is silent as to interest billing procedures. ‘The Task Force believes that each insurer may
choose to adeninister the accrual and billing of interest in any feasible way, subject to sound accounting

practices.

3. Off-anniversary rate changes.

The most significant administrative complexity introduced by the draft model bill is the possihility of a
change in the effective interest rate during the policy year or ather interest accrual period. For companies
electing calendar date basis, a system will be required for policy loans which is able to accommodate twa
different interest rates for a 12 manth period on the same policy. The Task Force considercd this problem
and understands that such insurers will be able to modify their systems, whether compuier or manual, so as
to deal satisfactorily with this more vomplicared situation, but especially in the case of those who compute
interest in arrears,

Marketing and Competition

The Task Force did not overlook these considerations. A few brict obsersarions are, thersefore, in order. It is
probable thar the concept of a variable loan rate can be presentated to the consumer in a positive manner. The
increased equity for the non-borrower is a facror which even the occeasional borrower will recognize as fair.
However, sales which have becn made specifically because of the availabilizy of the guaranteed five percent and six
percent interest maximum will no longer be made as easily. It can be antcipated that the minimum deposit route
will lase some atiractiveness because, principally, of the inability to guarantee that the policy loan interest rate will
be low enough to produce tax savings.

There may also be problems of competitive practices herween agents selling policies with a fixed loan interest rare
and those selling policies providing for a variable loan interest rate, but the Task Foree found that they would naot
outweigh the advantages of the propased approach raken by the draft model bill.

Conflict of laws.

The basic concept of variable policy loan interest rates would work best if the maximum permissible loan rate werce
the same in all jurisdictions. However, this is unrealistic. With the great diversity among the states in rheir stacutory
usury rates, it is hardly to be expected that they will adopt a uniform maximum policy loan interesc rate. The face
that substantially differenc policy loan interest rate maximums may exist in different jurisdictions may be
particularly significant in titnes of high marker interest rates.

The life insurance industry currently bas analagous problems in respect to the five percent policy loan rate
allowed in New York compared wich the six percent rate allowed in other states. Several conflict of laws questions
arise from these state-by-state variations.

Standard Nonfarfeiture Law and Reinstatement

So long as the insurer’s procedures are adequate to prevent premarure exhaustion of the cash value by the accrual
of interest on the indebtedness, the Stadard Nonforfeiture Law provisions do not seem ro be affected by the
proposed provision fur a variable interest rate, In some states the statutes provide spevificd interest rares n
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connection with reinstatement, This could be taken into consideration by insurance department regulations in such
states upon passage of the model policy loan bill.

I. Minimum Depasit Business

Minimum deposit business has been mentioned in an earlier secrion. The Task Force belicves chat che variable loan
rate may make minimum deposit life insurance less acractive to the consumer, and hence this type of business may
decline as a result. To the extent that minimum deposit business has flourished at the expense of non-borrowing
policvowners, this result is supportable. Further, companies that prefer to encourage minimum deposit business
may clect to use the rraditional fixed rate.

K. Relative Effects on Different Insurces.

The Task Force recognizes that no change in insurance law will have a uniform effect on all types of insurers and
on individual insurers within each type. The effects of the variable loan rate, and the particular approach of the
draft madel bill, will have varying impact on insurers— stock or mutual, large or small, permanent-plan eoriented or
term-plan oriented, large loan balances or small, systems run on computer or by hand, and like, The Task Farce is
not aware of any bias in favor of or against any caregory of companies.

L. Retroactive Rate Changes

In regulating the maximum policy loan interest rate, regulators and insurers should be aware of the potential
dangers in making retroactive rate changes. If a company uses a rate that is retroactively reduced, a question may
arise concerning death claims thac arise from deaths during the period of time after coverage has expircd with
higher interest rate charges but would have continued with lower charges,

Respectfully submiteed,

Glenn I.. Wood, Chairman, Capital Resources Development
Warren R. Adams, Drake University

Victor Henningsen, Northwestern Mutual Life

Charles W, Kappes, Mutual Benefit Life

V. Joseph O’Regan, California Department of [nsurance
Rager Sherman, U.S, Financial

John Rosseau, Founders J.ife

Policy Loan Interest Rate Draft Model Bill

Enacting Clause:
Section 1, Delete the reference in Section to rate of intercst.

Section 2. A policy shall contain cither, but nor both of the following policy loan interest rate provisions: {1} a provision
that a policy loan shall bear interest at a specified rate (not exceeding percent per annumy}, or (2) a provision that all
loans under the policy, including outstanding loans, shall bear interest at a variable rate (not exceeding percent per
annum), specified from time to time by the insurer. The effective date of any increase in such variable rate shall be not less
than one year after the effective dace of the establishment of the previous rate. If the interest rate is increased, the amount
of such increase shall noc exceed one percent per annum. With respect to policies providing for a variable rate, the insurer
shall, {a) when a loan is made and when notification of interest due is furnished, give notice of the variable rate currcntly
cffective, {b) as 0 any loans outstanding 40 days before the cffective date of any increase in the variable rarce, give notice
of any such increase ar lease 30 days before such effective date, and () as to any loans made during the 40 days before the
effective date of che increase, give notice of such increase when the loan is made. Every such notice shall be given to the
policy awner and any assignee as shown on the records of the insurer at its home office.
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be at least equal to the cash surrender value at the end of the then current
er from such loan value or from the proceeds of the loan, apy existng
h surrender value, including any interest then accrued but not
d any interest which may be allowable on the loan

Section 3. The loan value of the policy shall
policy year, and the insurer may deduct, Cl?h-
indebredness not already deducted in determining such cash :
due, any unpaid balance of the premium for the current policy yeat, an

to the end of the current policy year.

Section 4. This Acs shall takeeffect .

LIFE INSURANCE COST COMPARISONS TASK FORCE REPORT
December 3, 1972

Subsequent to the June 1972 anpual meeting of the NAIC, President Russell E. Van Hooser appointed a restructured Task
Force. The new Task Force met in executive session at the Marriott Inn, Chicago, Tllinois on July 26, 1972, The Task
Force determined that there should be public discussion by both the industry and the Task Force of the various concepts
and issues involved with the matrer of life insurance cost comparisons. An open meeting wis held ar Sioux Falls, South
Dakota on October ¢, 1972 in connection with the NAIC Zone TV meeting. The published agenda for this meeting is
attached to this report. An excellent public discussion was had of the various agenda items. Oral statements were presented

by:

Mr, Jack Moorhead, Chairman
Joint Special Industry Committee

Mr. Herberc Mischke, Past President
National Association of Life
Underwriters.

Mr, Raymond Sauvey
Wisconsin Association of Life
Underwriters

Mr. Williarn Burns, Actuary
North Dakota Department
of Tnsurance

Mr. James [lunt, Actuary
New [lampshire Insurance
Department

Written statements were presented by:

Mr, Walter 5, Rugland
Connecticut General Life
Insurance Company

Mr. Robert Seiler
Allstate Life Insurance
Company

Mr. Joseph Hartley
Philadelphia Life
Insurance Company

Mr, Harold Baird, Executive Asssistant
Northwestern Mutual Life Insurance Company

Mr. Ed Morey
Michigan Stare Association of
Life Underwriters

Mr. Bartiey Munson, Associate Acruary
Aid Association for Lutherans

Mr. David Feintuch
Michigan Insurance Bureau

Mr, Victor Henningsen, Senior Vice President
Northwestern Mutual Life
Insurance Company

Mr. Dale Gustafson, Actuary
American Life Convention

Mr, Russell Jensen, Actuary
Northwestern Mutual Life
Insurance Company

Mr. Ardian Gill, Actuary
Mutual Life Insurance
Company of New York

Mr. Julius Vogel, Actuary
Prudential Insurance
Company

The task force noted receipt of a technical paper “On the Impropriety of Benefits-Premiums Ratios in a System of Life
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Insurance Price Disclosure™ by William C. Scheel, University of Alberra, Canada.

The Task Force mer in exceutve session following the open discussion. It was noted that the then session had apparently
been the first public discussion either by the NAIC or by the life insurance indusiry in the recent history of the insurance
business. The Task Force, after considcerable discussion, concluded that it would be most desirable for the Task Force to
meet in executive session with the members of the Joint Special Industry Committee and with Professor Joseph Belth,
Indiana University, and Professor William Scheel, University of Alberta, Canada for the purpase of additional discussion
and interchange of thoughts and ideas as to concepts and problems involved.

The Task Force met in exccutive session with the members of the Joint Special Industry Committee¢ and with Professar
Belth and Professor Scheel on November 8 and 2, 1972 at the Arlingron Park Towers, Chicago, illinois. Beth Professor
Belth and Professor Scheel have wrirten extensively on the subject of life insurance cost comparisons and bozth presented
specific proposals and suggestions to the combined meeting of the Task Force and the Joint Special Committee. There was
full participation in all the discussions by the members of the Task Force, the members of the Joint Special Committee and
Professors Belth and Scheel during the entire two day meeting.

The Task Force met in executive scssion following the mceting with che Joint Special Committee, The Task Force
determined that it weuld hold an open meeting at the December NAIC meeting in Arlanta for rhe purpase of considering
comments and suggestions on its preposed interim report and on its conclusions based on the informatien submitted and
the discussions had during the past 12 months. The following are cthe specific conclusions and recommendations of the
Task Force at this time.

1. In general, life insurance cost comparisons and price disclosure can best be accomplished by a system or formart for
display of certain basic datz for the life insurance policies being sold, supplemented by combinations of such basic
data to praduce one or more ratios or indices of the costs or benefits of the specific policy being sold or offered for
sale.

2. The basic data and the ratios or indices ultimately to be determined under conclusion one should perform a
consumer education function. They should provide information which will enable the prospective purchaser to
understand the insurance contract and the reasons why he would be making a decision to purchasce the contract.
The ratios or indices should facilitate comparisons among similar policies issued by different companies.

3. After careful consideration the Task Force concluded that any ranking of insurers based on some form of policy
analysis for only one insurer’s policy forms at only one policyholder age is not an adequate or valid representation
of the relative price or value of the insurers products generally sold. The Task Force is mindful of the various
shopper’s guides and ranking systems currently in use and concludes thag they are inadequate and of questionable
validity.

4. The Task Force proposes to continue its research and discussion with particular focus on the idencification of the
basic data to be disclosed to prospective buyers and the formar for the display of such data. % second and
concurrent consideration of the task force will be the matter of the develepment of meaningful combinations of
such basic data to produce appropriate ratios or indices coneerning policy costs and benefits. To this #ind the Task
Force proposes to continue to invite participation by all interested parties and in particular the Jormt Special
Industry Committee and academicians such as Professors Belth and Scheel. Members of the Joint Speeial Industey
Committee have volunteered to produce such statistical analyses as may be desirable to facilitate the evaluation of
the several proposals and suggestions under consideration.

5. It is noted with regretr by the Task Force that the very valuable participation in the work of the Task Forec by
Professor Belth and Professor Scheel can only be continued if the NAIC Executive Committee authorizes a modest
cxpenditure for necessary travel expenscs to committee meetings and, if substantial amounts of time and the use of
university computer facilities is deemed esscntial, 4 nominal consulting fee to be paid to rhe appropriate university
authority, The Task Force requests that an amount not to excecd $2,000 be made available to the Task Force by
the NAIC Executive Committee.

6. The Task Force has considercd the matter of the appointment of a broad bascd industry advisory committec for
the Task Force. At this time it is the conclusion of the Task Force that it will have full open discussion of all of its
proposals and thar it welcames all comments and suggescions from any person. It is requested, however, thar all
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written material be submitted concurrently to the Chairman and each member of the Task Force,

In response to the request of the Chairman of the Task Force, the Chairman of the Joint Special Industry Committee, Mr.
E. J. Mnorehead submitted to the Task Force a summary of suggestions for specific research projects to be undertaken by
the Task Force and the industry and a listing of guiding principles applicable to life insurance cost comparison matters,
This subrmnission is attached to this report.

Hon. Dick L. Rottman, Chairman, Nevada; Hon. Stanley C. DuRose, Vice-Chairman, Wisconsin; Hon, William H. Huff [{],
lowa; Hon, Clay Cotten, Texas; Hon. Samuel H. Weese, West Virginia,
September 14, 1972

NAIC Task Force on Life Insurance Cost Comparisons
Meeting at 9:00 a.m. on October 9, 1972

Holiday Inn, Downtown
Sioux Falls, Souch Dakota

Agenda
1. Discussion of conceprs underlying prive comparison methods in life insurance.
2. Discussion of advantages and disadvantages of a bencfit-to-premium ratio method wherein the present value over

the life of the policy of the face amount and cash surrender value of the policy are divided by the present value of
the netr premium of the policy with all facrors discounted for reasonable assumptions of mortality, persistency and
interest. (Belth A*, 1969)

3. Diiscussion of the advantages and disadvantages of a method wherein there would be 2 tabular display of annual
values including the net amount of protection and the price of protection per $1,000 and a display of the present
expected values of the components of the premium and a ratio of the present expected values of the protection
element and the savings element divided by the difference between the present expected values of the premiums
and the illustrated dividends. {Belth, 1972)

4. Discussion of the advantages and disadvantages of any other methods presented for consideration.

5. Should the Task Force investigate into the underlying causes of the difficulty of price comparison in life insurance.
For example, it would appear that cost comparisons are made difficult by the absence of reasonable standards or
parameters prescribing an appropriate range within which the cash surrender value and policyholder dividends
should be structured.

MNovember 29, 1972

Honorable Stanley C. DuRose, Chairman

NAIC Task Force On Life Insurance Cost Comparisons
C/o Wisconsin Insurance Deparrment

201 East Washington Avenue

Madison, Wisconsin 53702

Dear Commissioner:
The papers accompanying this letter are u response by the Joint Special Industry Committee on Life Insurance Costs to the

assignment we were so pleased to be given by you at Arlington HHeights on November 9. ic., to offer some practical
suggestions for further work on the questions that your Task Force is examining.



294 NAIC PROCEEDINGS - 1973 Vol. [

You will find two enclosures herewith,

Enclosure number one expands on our offer to engage in cooperative research aimed at furnishing fucts for anzalysis and
decision-making purposes. These are illustrative in nature and might be superseded by other approaches as the result of a
conference that we invire for the purpese of establishing the objectives of such research. Nevertheless, they may give a
sufficiently clear idea of the kinds of accivity that ought to prove useful.

Enclosure number two is a memorandum of some considerations to which the members of the special commiteee seem to
ke largely, perhaps entirely, sympathetic. In presenting these we desire very much to avoid mistakenly giving the
impression of a fixed position on any points. As we see it, our uscfulness o your Task Force depends heavily upon our
willingness to discuss any approaches that appeal to you and your associates. Of this willingness you may wst assured,

We hope very much thut these enclosures convey the flavor of a working relationship between the Task Forceand the
special committee that we believe would be beneficial te the people that the life insurance business aims to serve.

Sincerely,
E. ]. Maorehead, F.5.A. Chairman

Joint Special Committee on Life fnsurance Costs
Vice-President, [ntegon Life Insurance Corparation

Members of Joint Special Industry :Committce

James N. Ackerman, Harry F. Atwood, Joseph B. Crimmins, Kenneth C. Foster, H. Carey Hanlin, Jr., Ronald K. Holmberg,
Russell R. Jensen, Richard A. Leggetr, J. Edwin Matz, Armand C. Stalnaker, George W. Young.

Enclosure Number One

Hlustrations of Rescarch Projects as Thought-Starters for a Conference

[luseration Number one

Policy data would be requested fram about 40 life insurance companies for participating ordinary life policies and ahout
40 life insurance companies for non-participating ordinary life policies.

Each company would be asked to give derails of all the essentially whele life continucus premiums policies in its 1972
portfolio, explaining the purpose of each, the amount limits, the number of palicics and amount of insurance sold in 1972,
the premiums, ash values and illuscrated dividends at several representative ages, any available mortality experience if the
policy is labeled as preferred risk, and any other infarmation considered relevant for appraisal.

This information would be used to rest the results obrained by whatever coms comparison merhods are to be explored, and
particularly to identify the reasons for material differences in rankings by different methods.

Tllustration Number Two

An attempt would be made to examine the contrasis observable among representative participating policies between the
dividend scales published 10 and 20 years ago and the dividends acruzlly paid. The purpese would be ta provide a
commentary upon the usefulness of dividend illustrations to the life insurance buyer.

Each company would be asked to describe its philosophy in rthe cemputation and dissemination of dividend illuscrations,
leading perhaps to a useful position paper on this subject.

iftustration Number Three

The range of prices by some agreed-upon method or merthods would be examined in an effort to determine the extent to
which these differences are attriburable o {a) the different markets served by different companies, (b) policy features not
reflected in the index, (<) other identifiable causes.
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Hlustratien Number Four

A memorandum would be prepared setting forth the relutive advantages and drawbacks of what have been called the
“snapshot” and “‘average” approaches to policy cost comparisons.

Ilgstration Number Five

A memorandum would be prepared suggesting what disclosure information appears desirable-distinguishing “disclosure™
from ‘‘comparison™-uand what steps, if any, need to be taken to discourage, limit 2nd qualify information that is unsuitable
for comparison purposes but may erronecusly be used for comparisan.

Uiustration Number Six_

A course of action would be developed for minimizing the possibility that any compatison system will be presented in a2
manner that creates misunderstending racher than enlightenment,

MNustration Number Seven

Ta the extent that an interest rate assumption is necossary for comparison purposes, a position paper would be arrempred
on the question whether z single interest rate is practical, or whether comparative infarmation should be promulgated at
mare than one interest rare for alternate use by buyers in materially differing circumstances.

Enclosure Number Twa

List of Guiding Principles Which Have Been Widely Supported in Recent Discussion
By the Joint Special Commnistee on Life Insurance Costs

(The first two of these already have, in addition to Joint Special Industory Commitiee agreement, the blessings of the
governing bodics of its sponsoring organizations.)

1. Life insurance companies have z responsibility to provide, upon request from insurance buyers, the most hejptul
price information concerning their own policies thatis practical so that such buyers can compare like palicies
between companies,

2. Because every method suggested contsins inherent limitations it is important that price comparison information be
accompanied by 2 statement of its qualifications and limirations.,

3. Any cost comparison index that is adopred should be pur into proper perspective. This means, among orther things,
that buyers should be encouraged to recognize considerations other than are reflected in price differentials, that the
value of the services of the agent not be underrated, cthat the importance of small price differences not be
exaggerated, and that the hazards of inadvertently fostering undue reverence for a particular index be avoided.

4. Presentation of any cost comparison index should not be made mandatory in every sales situation. The emphasis
here is on the word “index’. Purchase of life insurance inevitably Involves self-denial by the purchaser for the
benefit, usually, of family members, and people often find ir easy to postpone making the necessary sacrifice. A
price index has meaning for a particular buyer only if that buyer uses it to make price comparisons.

3. There is need o define what price information is heipful for comparison purposes. The Special Committee has no
fixed position in favor of a parcicular solution but welcomes continued seudy of this question.

6. There is value in looking at a policy in several ways, even under a single method, but no single number can be
satisfactory. If the so-called “average’ method is used, no one set of averaging assumprtions ¢an be found ro fit the
circumstances of even a substantial proportion of life insurance buyers. On the other hand, if the so-called
“snap-shot” method is used, the interested buyer must be enabled to examine his or her situation under several
different perceived circumstances.
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7. Any promotional material that creates confusion instead of enlightenment or that misleads the public is deplored.
This should go without saying and is stated here to avoid any possible misunderstanding of out view on this point.

8. It is highly desirable that any index be understandable by the agent who is selling the policy. This follows, we
believe, from the nature of a life insurance sale and the relationship berween agent and buyer that is so important if

the life insurance is to achieve its full potential.

Note: Comments in this enclosure are in part personal interpretations by the Chairman of the Special Commirtee,

MNovwember 1, 1972

Hon. Dick L., Rotrman
Office of the Commissioners
Nevada Insurance Division
Department of Commerce
Nye Building

Carson City, Nevada 89710

Dear Dick:

Re: Life Insurance (C3) Subcommitree Agenda
NAIC Regular Meeting
December 3-8, 1972, Atlanta

At the Sioux Falls meeting of the (C3) Subcommittee 1 was given the responsibility of developing an agenda item
concerning a broad study of life insurance. T suggest the following:

To consider the need for a comprehensive in-depth study to determine whecher there should be an updaring of:

a. Standard valuation laws.

b. Standard nonforfeiture laws.

<. Laws relating to distribution and accumulation of surplus as respects participating life insurance.

d. Laws prescribing maximum and minimum parameters for life insurance premiums.

€. Laws requiring that existing policyholders be given the advantage of improvements in life insurance £osts.

T belleve thar this is representative of our discussion and look forward to mecting with you in Atlanta.
Very truly yours,

5.C. DuRose

Commissioner of Insurance
Office of the Commissioner
Wisconsin Insurance Deparcment
212 North Bassect Street
Madison, Wisconsin 53703
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intra-Department Mcmo

Wisconsin Insurance Department
212 North Bassettr Street
Madison, Wisconsin 53703

TO:  S.C. DuRose, Commissioner of [nsurance

FROM: K. B. Desai, ASA, Life and Health Actuary

DATE: December 1, 1972

SUBJECT: Attached ate notes on background information along with my comments on the agenda items
you have suggested for the {C3) Subcommittee agenda items to meet at Atlanta.

Standard Nenforfeiture Law and Standard Valuation Law
This legislation is at least thirty years old having resulted from the Guertin Study in 1941.

One of the basic vbjectives of the study was to remove the inequities resulting from continued use of obsolete mortality
tables and formula for caleulations of nonforfeiture benefits which do not properly reflecr the current conditions or
current methods of rransacting business nor the equities involved of the terminating policyowners as against those
surviving.

It was felt chat a_minimum standard for nonferfeiture values be prescribed in order to protect the equities of the
withdrawing policyholder but that a maximum placed on these values would unnecessarily penalize companies who were
willing to pass the economies resulting from efficiency and volume operations to its pelicyowners. No maximum standard
was, therefare, prescribed.

One of the most important features of this legislation was the prescribing of MAXIMUM EXPENSE ALLOWABLE facrors
in the formula for calculating the MINIMUM nonforfeiture values, This maximum allowance was based on the studies of
expenses of ropresentative companics and especiaily the incidence of these cxpenses in the early policy years which
produced considerable strain on the surpluses of the companies. This strain was recognized properly in the Standard
Valuation Law which permitted a minimum standard method of valuation such as Commissioners Reserve Valuarion
method, 1o was only natural, therefore, that the Standard Nonforfeiture Law recognize this strain and lay down the
maximum expense allowance. The actuai factors used, however, in arriving at this maximum expense allowance calculation
are outdated in the light of the current cxpense levels experienced by the companies and should probably be revised soon
to be realistic.

Both the Standard Nonforfeiture Law and the Valuation Law laid down minimum standards as 1o the interest rate which is
the most influential factor in the development of the acrual nonforfeiture and reserve values. These standards were proper
and adequate move than three decades ago bur ase definitely out of line with the current experience of the companies. On
the orher hand, a hasty decision to rejax, particularly the valuation standards would prove to be too dangerous from the
point of view of the solvency of the companies. If anything, the solvency of the companies should be a prime consideration
of the reguiators.

It was recognized very properly that nonforfeiture values should, in practice, be drvorced from the reserves maintained on
that policy, since otherwise, different modes of valuation such as preliminacy term and net level will produce different
nonforfeiture values even though the basic cquities of the withdrawing policyholder would not obviously change with a
change in the reserve method. Any proposed revisions of these laws should also take this fact into consideration.
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The basic general approach underlying both these laws was very sound and rooted on sound insurance theory of reserves
and assumptions of risks. The same general approach of caleularing “adjusted premiums” for nonforfeiture values and
modified reserves shauld probably be followed, in any new proposed legislation. On the other hand, doors have been
opened in recent years to more sophisticated marhematica) risk theories which permit the risk for any given company’
portfolio to be measured more reliably with the assistance of powerful computers. ft is necessary to take advantage of this
power to achieve equity not only berween terminating and surviving policyowners but also between large and small
companies. Naturally, considerable amount of research work needs to be accomplished before any decent legislarion can be
developed along these lines,

Laws Relating to Distribution and Accumulation of Surplus
as Regards Participating Insurance

There is very minimal legislation or regulation in this area at present. Mast of the states do not regulate accumulation of
surplus directly. New York, however, has placed some limitations on the size of surplus a mutual company can accumulate.
This was a direct result of the Armstrong investigation in 1906. This is a subject thar ought to be studied more closely and
is linked dirccrly 1o the solvency of the company. Most states permit non-participating companies to write participating
business but do not allow a mutual company to write non-par contracts.

There are two basic considerations which enter into the question of how large the surplus of an insurance company
(whether a mutual or a stack company) should be. The first ane is the financial solvency of the company. However, the
relationship of the size of surplus to its roral liabilities is not as fundamentally significant in life insurance as in casualty
insurance. Life insurance is a long-term contract and is not exposed to as much of a catastrophe risk as casualty insurance.

On the other hand, limiting cthe frec surpluses of the companies will have an adverse effect on the investment earnings of
the company and will eventually affcet the net cost to the policyowners or the recurn on the capital for the stockholders.

The main objective of any legislation placing a maximum limit on the surplus would be ta make sure that the equities of
the policyholders who withdraw for any reasen and go off the books of the company arc properly recognized and
redeemed. In order to achieve this objective properly, more detailed legislation in other related areas such as nonforfeiture
values, valuation of reserves, valuation of assers and investment restrictions aimed at preserving the general financial
liquidity and solvency of the companies, cte., would be necessary.

Life insurance product has become far more complex today than it was thirty ycars ago. The average consumer is not able
to comprehend the complexities of today’s product. Obviously, he relies more and more on the representations made to
him by the agent or the company he is dealing with. This results in competition exerting much lesser influence on life
insurance costs than three decades ago. This in turn could lead to companies charging higher premiums than necessary just
so they could offer more incidental benefits (as against the real death benefir protection) such as savings features, cash
values or fancy options on dividends or nonforfeicure values which may not be of rcal interest to the consumer. Unless a
maximum is placed on these incidental benefits, these misuses of the premium dollar would increasc.

One of the fundzamentzl ideas with which the murtual companies were started was to be zble to provide insurance to the
policvowners at cost allowing for the minimum expenses to operate. [n other words, no surplus more cthan was absolutély
necessary in order to achieve financial stability was contemplated. And yet, many large murual companies are carrying
surpluses of tremendous size. Obviously, such large surpluses cannot be accumulated unless monies were withheld from
policyholders instead of being distributed to them in order to achieve the minimum cost originally intended. The surplus
legitimately belongs to the policyholders who have long gane off the books. Same sort of regulation is, therefore, necessary
in order to make sure that a minimum amount of surplus must be distributed after allowing for the contingency reserves
required for the financial stability of the company.

Dividends paid out by mutuals teday have hardly any relationship to the actual experience as to mortality, investment
earnings and expense loadings even though theoretically such dividends are supposed to have been based on the actual
contribution of the policy to the company surplus through more favorable mortality, expense level and investment earning
levels originally estimated. Many mutuals have not cared to really investigate the actual experience for several years o
make sure that the contribution supposed to have besn made by a policy to the surplus are actually made and the same
contribution formula has been used for several years continuously even if the company has been growing rather rapidly.
Some kind of regulation, cherefore, seems to be called for to make sure the companies arc not paving too much, thus
endangering their financial stability or paying too little, thus sacrificing the equity of the policyholders who go off the
books sooner or later.
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Qver the years, the cerm “‘dividends™ has come to be abused and has practically lost its original meaning. Today the
participating premiums are invariably loaded with the margin necessary in order to “produce” a certain scale of dividends.
In other words, today’s dividends are indistinguishable from the actual deach benefir, the only difference being that the
company can vary the former as it pleases but cannot alter the latter. The point is that the dividends are actually
paid for by the policyowner just as surely as he pays the premiwms for the death benefits but he has no guarantee
whatsaever that the former will be paid at the same level as originally indicated. This certainly is a strange situation and
prabably should be attacked right away. If this problem is taken care of properly, the problem regarding the huge
surpluses that the mutuals have built will probably take care of itseif. '

Laws Prescribing Maximum and Minimum Parameters for Life Insurance Premium

Such legislation would indecd be breaking new ground and has not been contemplated in any state, and probably not in
any country which has not nationalized the life insurance industry. Unless the minimum and maximum are set far apart to
permit campetition to play its proper role, this type of legislation will probably put the entire industry out of business. I
the maximum and minimum are set too far apart, the very basic purpose of such Jegislation would probably be defeated.

Obviously the criterion for sctting up the maximum and minrimum parameters can, be generalized, only if onc can
successfully figure out what the “truc cost” of a life insurance policy is or should be, If there is one clear conclusion that
can be drawn from the recent discussions within the NAIC, the industry and the insurance press about the subject of life
insurance cost comparison, it is that nobody has yet been able to figure out a way to place a‘“wrue” wvalue of a life
insurance policy to a given individual. Some such objective standard for calculation of the cost will have to be decided
upon before trying to generalize the maximum and minimum parameters for the life insurance premiums.

This type of legisiation assumes (1} that there is no competition existing at the consumer level and {2) that there is a
“standard"” type of contract being used by all insurers, as in credit insurance. The first assumption could probably be true
to some extent in today’s environment because of the complexity of the product offered, but the second assumption is
certainly and obviously not true. This is perhaps why such legisiation has never been attempted before. Attempts ro
regulate the life insurance premiums indirectly by placing maximum iimits on expense loadings, have been made but have
been very weak and ineffective in controlling the ultimate premium rate.

In general, it is far more desirable to encourage true competition or remove any possible obstacles to competition so that
price (premiums} will be automatically controlled by competition, Competition will force the companies ta operate at the
optimum &fficiency level and pass on the bencfit to the consumer.

Laws Requiring that Existing Policyholders be Given the Advantage of Improvemenis
in Life Insurance Costs

Onee again this question too has not been dealt  with in any of the states and probably not in any other countries.

The propasition flows from the assumption that the costs of life insurance protection have been dropping and will
continue to do so in the future at the same rate. The firsc part of the assumption is probably true but not necessarily the
second. Mortality for instance, has becn steadily improving over the past two decades but the trend has practically reached
a plateau and it is doubtful that we will sec similar improvements in future. The interest earnings, however, have
skyrocketed recenty but, once again, to assume that higher interest rates are here to stay and adjust the premium rates
accordingly and to use thesc higher rates as minimum standards for premium rate purposes would prove to be too
dangerous. Life insurance contract is basically a long term contract and casualty insurance concepts do not necessarily
apply. Even if it was practicable to require that that premium rates be adjusted immediately in the light of actual
experience (experience rating as it is called in group and casualty lines} all life insurance would be foreed to be on annual
renewable term basis only. This will have disastrous consequences for the industry as well as the consumer.

Also, there will be a need to adjust the cash values, loan values and other incidenta} benefits along with the basic benefit of
insurance protection and this may prove very impractical and difficulc.
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Thirdly, if the existing policyholders are to be given the benefit of the improving conditions, by the same logic they should
also share in the adverse conditions, While che conditions are improving the consumer may be very much willing to share in
the benefits flowing therefrom but he will certainly object if he is made to pay a continuously higher premium in the light
of deteriorating conditions, The problems faced by the health insurance industry today is a very clear example of this
stfuation,

VARIABLE ANNUITIES AND OTHER CONTRACTS (C4) SUBCOMMITTEE

Reference:
1972 Proc. Vol. T p. 607
1972 Proc. Vol. I p. 481

john W_ Lindsay, Chairman - $outh Carolina
AGENDA

1. Consideration of the comments by Department Actuaries on report submitted by Industry Advisory Commitree on
Reserves for Minimum Death Benefit Guarantees under Variable Life Insurance Contracts.

2. Any other marters brought before the Subcommittee.

The Variable Annuities and Other Contracts (C4) Subcommittee met in the Hyatt Regency
Hotel, Atlanta, Georgia at 3:30 p.m. on Monday, December 4, 1972. A quorum was present.

Mr. Larry D. Gilbertson, Chairman of the Industry Advisory Committee, gave a brief
presentation on the history of variable life contracts, the deliberations of the Subcommittee
and the question of whether or not variable life insurance contracts were subject to
Securities and Exchange Commission regulation. The presentation was made for the benefit
of the several new members of the (C4) Subcommittee. It was brought to the attention of
the Subcommittee that the official records of the NAIC were not clear with respect to a
proposal considered at the December, 1969, NAIC Regular Meeting in New Orleans. This
proposal was an Addendum to the Model Variable Contracts Regulation which provided a
disclosure requirement. Mr. Malcolm Moss of the American Life Convention stated that it
was his clear recollection that the Addendum had in fact been adopted at the New Orleans
meeting in 1969. The Chairman stated that the matter would be taken up in executive
session and clarified promptly.

Mr. Richard V. Minck, Actuary for the Life Insurance Association of America renewed the
proposal of the ALC-LIAA Industry Advisory Committee to provide a method of
calculation of reserves for minimum guaranteed death benefits on the variable life insurance
contracts. Following this presentation, the Subcommittee went into executive session.

On motion made and seconded, the following resolution was unanimously adopted:

Whereas, there has been confusion in recent months regarding the status of the
Addendum to the NAIC Model Variable Contracts Regulation (1970 Proc. Vol.
2B, p. 1197}); be it resolved that, in the interest of clarifying the official
proceedings, the NAIC hereby confirms that the Addendum to the model
regulation was adopted at the New Orleans NAIC meeting.

Mr. Maximilian Wallach, First Deputy Superintendent and Actuary, District of Columbia
Department, analyzed for the Subcommittee the ALC-LIAA proposal for calculating
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reserves for minimum guaranteed death benefits. In substance, Mr. Wallach stated that there
is no doubt that reserves are required and that it is 2 most difficult task to achieve a proper
balance berween excessive reserves and insufficient reserves for variable contracts. Further,
the proposal of the ALC-LIAA was a serious endeavor and, while complicated, represented a
reasonable test basis for a limited period of time. He stressed that the formula was
retrospective in nature and that an effort should be made to develop a prospective method
which would also be less complicated. He further stated that he felt that the proposal should
be adopted with a five year termination date, in order that a basis for reserves could be
created now and that the results of the accumulated statistics over a five year period would
be available for testing and credibility.

Upon motion made and seconded, the ALC-LIAA proposal was adopted with a proviso that
the reserve calculation basis would be applicable for a five year period only.

The Chairman briefly reviewed the status of the hearing before the SEC and the
presentation made by Commissioners Barger and Van Pelt. He stated that it was imperative
that the NAIC maintain a flexible position in view of the likelihood of variable contracts. He
further stated that it was most desirable that the President of the NAIC and the Chairman of
its Executive Committee be provided with the authority and limited funds to respond
instantly to any SEC ruling as well as appeals from such ruling and further litigation.

Upon motion made and seconded, the following resolution was unanimously adopted:

Whereas, the NAIC, through its President, has expressed the view in the SEC’s variable
life insurance proceedings that the SEC has no jurisdiction over variable life insurance
and therefore cannot issue rules restricting or permitting its sales; and

Whereas, the SEC has not ruled on the variable life insurance issues before it and is
expected to do so early in 1973;

Be it resolved that,

1. The NAIC reaffirms the position taken by the President of the NAIC in the SEC’s
proceedings; and

2. The NAIC hereby empowers its President and the Chairman of its Executive
Committee to jointly take such actions as are necessary to assure that the NAIC
position prevails, including filing of complaints, briefs, and other documents in
behalf of the NAIC in any lawsuit resulting from the SEC’s proceedings or
initiating such a suit if they deem it appropriate; and

3. The NAIC hereby empowers its President and the Chairman of its Executive
Committee to jointly obtain and agree to compensate outside counsel and
actuaries if they deem such action necessary or appropriate in carrying out the
directive under (2} above, but such fees should not exceed $10,000 in the fiscal
year ending May 31, 1973 unless additional amounts are approved. Payment of
such fees during the current fiscal year ending May, 1973, should be made from a
special account drawing on the surplus of the NAIC. The budget presented for the



302 NAIC PROCEEDINGS -~ 1973 Val. |

NAIC Central Office by the Executive Secretary for the fiscal 1974 shall provide
for such fees payable in the future and for repayment to the NAIC surplus of any
amounts expended through this special account.

There being no further business to come before the Subcommittee, the meeting was
adjourned.

Hon. John W. Lindsay, Chairman, South Carolina; Hon. Gleeson L. Payne, California; Hon.
Robert A. Short, Delaware; Hon. Edward P. Lombard, District of Columbia; Hon. Frank M.
Hogerty, Jr., Maine; Hon. James P. Dalton, Missouri; Hon. James M. Jackson, Nebraska;
Hon. Joe B. Hunt, Oklahoma; Hon. Lester L. Rawls, Oregon; Hon. Herbert S. Denenberg,
Pennsylvania; Hon. Samuel H. Weese, West Virginia.

VARIABLE ANNUITIES AND OTHER CONTRACTS (C4) INDUSTRY ADVISORY COMMITTEE
1o Establish Reserves for Minimum Death Benefit Guarantees
Under Variahle Life Insurance Contracts

Report

I. Statement

This statement is submitted on behzlf of the American Life Convention and the Life Insurance Association of America.
We propoese that the NAIC Model Variable Contract Regulation be amended to establish a basis for the cxtra reserve
needed under variable life insurance contracts to be held in addition o the basic rescrve for the variable death bencfit,

such extra reserve to cover the contingency of the basic reserve being inadequate to pravide for the minimum guaranteed
death benefit.

The proposal was developed by a Joint ALC-LIAA Subcommittee and endorsed by the Joint ALC-LIAA Actuarial
Committee and the Joint ALC—LIAA Legslarive Committee.

Attached is 2 summary of the Joint Subcommittee’s report, the proposed addition to the Model Variable Contract
Regulation, and the complete text of the Subcommittee’s repart,

Respectfully submirted,

Life Insurance Association of American Life Convention
America 211 Fasc Chicago Avenue
277 Park Avenuc Chicago, Mlinois 60611

New York, New York 10017

II. Summary

On Nevember 29, 1971 the ALC-LTIAA submitted a petition to the SEC proposing several eriteria that a variable life
insurance pelicy must meet to he considered as primarily an insurance contract, and therefore exempr from SEC
regulation, rather than as primarily an investrment contract. One of these criteria was “the policy must be issued for an
initial stated amount of death benefit and must guarantee payment of a death benefit ac least equal to such amount,

A Task Force was appointed to study reserves for such minimum death benefit guarantees in variable life insurance
contracts and to propose an addition to the Model Variable Contract Regulation, as last amended by the National
Association of Insurance Commissioners in December, 1971., to provide for such reserves. Reserves for minimum
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surrender and maturity value guarantecs were outside the scepe of the assignment. The report of the Subcommitzee is
the result of the Task Force's efforts.

The purpose of the reserve for the minimum death bencefit guarantee (MDBG) is to accumulate funds to provide for the
contingency of death occurring when the goaranteed minimum death benefir exceeds the dearh benefit that would have
been payable in the absenee of such a guarantec, The amount payable under the minimum death benefit guarantec, as
referred to below, means the excess of the minimum dearh benefir over the death benefit that would have been payable
if there were no such guarantee, The reserve for the minimum deach benefit (MDBG reserve) means the reserve for such
excess death benefic. The amount payable under the minimum death benefit guarantee tends to increase if rhe
investment earnings on the assets of the separate account funding the contract are less than the assumed investment
rctuen for the contract and vice versa.

Taking inte account the purpose of the MDBG reserve and the nature of the minimum death benefit guarantee, the
Subcommittee concluded that the aceeptable MDBG rescrve system should have the following characreristics:

1. The MDBCG reserve should be held in the general account of the company so thar it will be backed by the general
assets of the company, most of which are debt obligations valued at amortized cost and therefore are of a fixed
dollar narure. It would not be proper to hold the MDBG reserve in the separate aceount since the reserve would not
be supported by fixed dollar assets but by assets thar are moving in the opposite direction from the risk, i.e., were
moving downward when the risk is increasing and vice versa.

2. The MDBG reserve should be adequate to cover, under all but the most extreme circumstances, the MDBG death
claims for the next year, so that the regulatory authorities can be assured the company will not run inte financial
trouble from this source before the next annual scatement is filed.

3. The MDBG reserve should react slowly but steadily to an extended period of poor investment experience of the
separaie account.

4. The MDBG reserve should not overreact and cause unnecessary fluctuations in surplus by increasing too rapidly in a
sharp market downswing. Also, the reserve should not decrease too rapidly in a sharp market upswing after a period
of poor market experience.

5. The reserve should be subject to the same valuation stundards with respect to morrality and interest as any other
life insurance reserve, carrently the 1958 CSO mortality table and a rate of interest not in excess of three and one
half percent, and should not be discounted by rates of withdrawal because of their uncerrain nature and the great
variation in such rates between one company and another. Withdrawal rates are particularly uncertain for variable
life insurance since no U.5. comparies have et written such insurance.

After extensively testing the operation of many proposed reserve systems against these criteria under various assumptions
23 10 the investment performance of the separate account, the Subcommitiee decided to recommend a three-part MDBG
rescrve system, consisting of (1) an accumulation of amounts allocated by the insurer to the MDBG reserve, less acrual
MDBG claims paid, subject to a two-part minimum equal to the greater of (2) a one-year term reserve 1o assure coverage of
next year's claims and (3} a reserve designed to protect against an extended period of poor investment experience of the
separate account,

The amounts allocated by the insurer to the first part of the reserve system depend upon the design characteristics of an
insurer’s variable life insurance conrrace, the insurer’s judgment of the risk it has assumed and its assessment of the possible
impact on its surplus of future changes in the two-part minimum.

The secoml part of rhe rserve sysigm is a4 requirement that the reserve be sufficient to cover all MDBG claims of the
follawing vear if there is an immediate one-third depreciation in the value of the separate account assets.

The third part of the reserve system forces an insurer to gradually inerease its reserve if this is necessary to cover MDBG
claims arising from an exrended period of poor investment performance. The technique used is to fund the cost of future
MDBG claims by level payments over the future premium paying period of the contract.

The Subcommittee's proposal also provides that suitable approximations and estimates may be used to shorten the work of
computing the reserve for the minimum death benefit guarantee.
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ITI. Model Variable Contract Regulation, Proposed Addition
(as adopted effective January, 1973, expiring December, 1977)

Atrticle VI

Section 8.

A company issuing vasiable life insurance contracts with a stated amount of guaranteed minimum death benefit shail hold
in a separate account assets at least equal to the entire rescrve for the death benefit (such reserve being decermined in
accordance with paragraph seven abave), except that additional assets supporting the reserve described in {a} below shall be
maintained in the company’s general account.

o

The porrion of the reserve in the general account is to pravide for the contingency of death occurring when the
guaranteed minimum death benefir exceeds the death benefit thar would have been paid in the absence of such
guarantce. Such additional reserve shall be accumulated from amounts regularly allocated by the company for this
purpose and shall be charged with any excess of the actual death benefits paid by the company on such variable life
insurance contracts over the death benefics that would have been payable in the absence of the guaranteed
minimum death benefit.

In no event however may the porticn of the reserve maintained in the general account be less than either of the
two minumum reserves described In (¢} and (d) below .

The first minimum reserve equals the aggregare total of the term costs, if any, covering a period of one full year
from the waluation date, of the guarantee on each such variable life insurance contract, assuming an immediate
one-third depreciation in the current value of the assets of the separate account followed by a net investment
return equal w the assumed investment increment factor.

The second minimum reserve cquals the aggregate rotal of the “arrained age level” reserves on each such variable
life insurance contract. The “attained age level” reserve on each such variable life insurance contrace shall not be
less than zero and shall equal the ‘‘residue’, as deseribed in (e) belaw, of the prior year’s “‘atrained age level™
reserve on the contract, with any such “‘residue’ increased or decreased by a payment computed an an attained age

basis as decribed in () below,

The “residue” of the prior year’s “atrained age level™ reserve on each such variable life insurance contraer shall not
be less than zero and shall be determined by adding interest ar the valuarion interest rare to such prior year’s
reserve, deducting the tabular claims based on the “excess”, if any, of the guaranreed minimum death benefit, over
the death benefit that would be payable in the absence of such guarantee, and dividing the net result by the tabular
probability of survival. The “excess™ referrcd to in the preceding sentence shall be based on the actual level of
death benefits that would have bmen in effect during the preceding year in the absence of the guarantee, taking
appropriate account of the reserve assumptions regarding che distribution of death claim payments over the year.

The payment referred to in (d) above shall be computed so that the present value of a level payment of that
amount each year over the future premium paying period of the contrace is equal to (i} minus (ii) minus {ii}, where
{i) is the present value of the furure guaranteed minimum death benefits, (ii) is the presenc valuc of the future
death benefits chat would be payable in the absence of such guarantee and (iii) is any ‘“‘residuc”, as described 1n (e)
above, of the prior year’s “‘accained age level” reserve on such variable life insurance contract. If the contrace is
paid-up, the payment shall equal (i) minus (i) minvs (i), The amounts of tuture death bencfits referred to in (ii)
shall be compurted assuming a nec investment recurn of che separate account which may differ from the assumed
investment increment factor and/or the valuation interest rate buc in no event may exceed rhe maximum interest
rate permitted for the valuation of life insurance contracts.

The valuation interest rate and mortality table used in computing the two minimum reserves described in (c) and
{d) abave shall conform to permissible standards for the valuation of life insurance contracts. In determining such
minimum reserves, the company may employ sultable approximations and estimares, including burt not limited to
groupings and averages.
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1V. Report (Complete Text)

On November 29, 1971 the ALC-LIAA submitted a petition to the SEC proposing several criteria that a variable life

-insurance policy must meet to be considered as primarily an insurance contract, and therefore exempt from SEC
regulation, rather than as primarily an investment contract. One of these criteria was “the policy must Le issved for an
initial stated amount of death benefit and must guarantee payment of a death benefit at least equal to such amount.”

A Task Torce was appoinied to study reserves for such minimum death benefit graraniges in variable life insurance
contracts and to propose an addition to the Model Varizble Contract Regulation, as last amended by the National
Association of Insurance Commissioners in December, 1971, to provide for such reserves. Reserves for minimum surrender
and maturity value guarantees were outside the scope of the assignment. This report of the Subcommiteee is the resulc of
the Task Force’s efforts.

There are three variable life insurance designs proposed to date that in their basic form meet the various criteria in the
ALC-LIAA petition to the SEC. Each of these three designs has its “basic’ reserve held in a separate account, the assets of
which are invested primerily in common stacks, and reflects in a Jdifferent way the investment experience of this separate
account. We must of course, limit the specifics of our discussion to these three designs, but the principles can be extended
to other designs that may be proposed. In our discussion the term “‘variable death benefit” will refer to the natural death
benefit that would be payable under each design if there were no guaranteed minimum death benefit.

The first design is the Fully Variable design issucd in the Netherlands and elsewhere. Under this design both the death
benefit and the premium vary to reflect the relationship between (1) the actual net Investment experience of the separate
account in which the hasic policy rescrve is invested and (2) the assumed investment return (AIR). The actual net
investment experience of the separate account consists of dividends on the stocks and any realized and unccalized capital
gains or losses and is after deductions for taxes as well as asset charges to cover investment expenses and expense and
mortality risks. If the separate account’s actual net invesrment experience is exactly equal to the assumed investment
return the varjable death benefit and the premiwm remain constant; if it is more than the assumed investment return, the
varlable death benefit and the premium increase; if it is less than the assumed investment return, the variable death benefit
and the premium decrease. Under this design the reserves per $1,000 of variable death benefic are exacdy the samce as for a
corresponding fixed benefit policy.

The second design i that developed by New York Life. Under this design, as under the Tully Variable design, the reserve
per $1,000 of varizhle death benefit is the same as for a corresponding fixed henefit policy but, unlike the Fully Variable
design, the presmium is fixed. This means that with fayorable investment experience (e, more than the AIR) the New York
Life design produes lower variable death benefits than the Vully Variable design since the premium daes not increase, and
with unfavorable investment experience (i.c., less than AIR) the New Vork Life design produces higher variable death
benefits than the Fully Variable design since the premium does not decrezse.

The third design is also a fixed premium design and was developed by Mr. Harry Walker of the Iquitable and also,
independently and from a different direction, by Mr. Guy Fairbanks of the Actna. Under this design, which we will call the
“Equitable Type’ design, each year the difference between the actual net investment experience of the separate account
and the assumed investment return is used to purchase a variable life paid-up addition, either positive or negative, to the
initial basic death benefit. With continued favorable investment cxpericnec, this design produces variable death benefits
that are lower than those under the New York Life design for a number of years and then ultimately become higher; the
reverse is true with unfavorable investment experience.

Before discussing how to reserve for minimum death henefit guarantees, we should make some obscervations regarding such
guaranices. We will also make some observations regarding the behavior of the stock market.

It is expected that the most common type of minimum deach benefit guarantee will be one which guarantees that the
death benefit will never be less than the initial death benefit. Al of the figures in this report are based on this type of
guarantee as is much of the discussion. However, the language of the proposed Model Regulation 1s general enough to
permit ather types of guarantces such as a guarantee that the death benefit will never be less than 100 percent of che initial
death benefit in the first year, 103 percent in the second, 104 pereent in the third, ete.

Trrespective of its form, the value of the minimum death benefit guarantee will vary widely depending on the investment
expericnce of the separate accounc supporting the variable life insurance policy, If the experience has been good, the
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likelihcod of an extra benefit being payable because of the guarantee is small, since the variable death benefit will have
risen so far above the guaranteed minimum thar it is not likely to fall below it in the future. If, on the other hand, the
expetience has been bad, the likelihood of an exrra benefir being pavable because of the guarantee is great, particularly in
the case of older insureds who are liable to die before the stock market recovers to the point where the variable death
benefit riscs above the guaranteed minimum. In any given year the addicional deach benefits payable because of the
minimum death bencfit guarantee may be significant, but on the average the extra risk should not be tooe great, particularly
if the minimum guarantee is only the amount of the initial deach benefit. In this specific case an extra benefit is payable as
a result of the guarantee only in cases where the separate account has failed to carn, from both dividends on the stocks and
capital gains, an afrer-tax rate at least equal to the sum of the assumed investment return and the asser charge. Since
assumed investment returns on variable life insurance policies are expected to be in the two and onc half percent to rthe
three and one half percent range and asser charges are expected to range up to one percent, thig means thar the common
stocks in the separate account would have to earn less than about three percent ta four and one half percent after taxes for
an ¢xtra benefit o be payable as a result of the guarantee. This has happened over relatively short period of time such as
five or ten years but rarely over longer periods of time.

In Exhibir A we have shown the range of the effective annual races of return on common stocks during the last cencury
using as a measurc the Cowles Commission All Stock Price Index form 1871 to 1926 and the Standard and Poor’s 500
Stock Index 1927 to 1969. These effective annual rates were derived from a study made by Herbert W, Hickman in 1970
(TSA XXi.l) and make no direct provision for brokerage commissions or transfer taxes but do make an indirect provision
by means of a one fourth percent asset charge. In interpreting the figures in Exhibit A, it must be kept in mind thaton a
heavily _traded portfolio the brokerage commissions and transfer raxes could be higher than this. It must also be kept in
mind that the income tax status of variable life insurance is as yer unsetcled and the figures in Exhibit A necessarily make
no provision for any such raxes.

However, even with these limitations, the figures in Exhibit A clearly show how unlikely it is for stocks in general to earn
so low a rate as to keep the variable death benefit below the initial face amount for an excended period. Since relatively
few insureds dic during the early years after issue except at the higher issuc ages, this means that on the average not roo
many extra benefits will be payable as a result of such a minimum deach benefit guarantee.

The real risk in providing 2 minimum death benefic guarantee is a situation where the stock markec remains so  depressed.
over an extended period of years such as twenty or more that the portfolio of stocksin the separate account fails to earn a
net rate of even three percent to four and one half percent from dividends on the stocks and capital gains. The likelihood
of this happening without an extended period of economic stagnation is quite remote. In Exhibit B we have compared the
Gross National Product (GNP) with dividends on stocks and estimated stock prices for each of the years 1929 to 1971.
Stock prices were estimated by dividing the stock dividends by a representacive stock dividend rate, ic., the rate on
Standard and Poor’s 500 Stock Index. From Exhibit B it is seen that since World War [Iwhen the Government’s role in the
economy and the tax rate were so radically changed, the relationship berween dividends on stocks and the GNP has been
rematkably stable, Stock prices, however, have tended to be more volatile than stock dividends since market psychology
tends to produce swings not supported by economic reality.

Nevertheless, there is always the possibility, however remote, that there will be an extended period of economic sragnation
as long as twenty years or more that will cause the stock market to stay depressed for a long period or the possibility of the
inwstment management of the separate account being so inept as to cause the same effect. Consequently, one of the
properties of an acceptable minimum death benefit guarancee (MDBG) reserve system is that it permit the orderly
accumulation of funds to cover the extra cost of the guarantee in the event of an extended peried of poor investment
experience of the separate account. To be orderly, however, it should not overreact to every downswing of the market and
cause the unnecessary diversion of funds from ocher sources to cover an unnecessarily conservative MDBG reserve.

An acceprable MDBG reserve system should have che following properties:

i. The reserve should be held in the general account of the company so that it will be backed by the general assets of
the company, most of which arc debt obligations valued at amortized cost and therefore are of a fixed dollar
nature, It would not be proper to hold the MDB(G reserve in the separate account since the reserve would not be
supported by fixed dollar assets but by assets that were moving in the opposite direction from the risk, i.c., were
moving downward when the risk is increasing and vice versa,
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2. The MDBG reserve should be adequate to cover, under all but the most extreme circumstances, the MDBG death
claims for the next year, so that the regulatory authorities can be assured the cormpany will not run into financial
rouble from this source before the next annual statement is filed,

3. As noted above, the MDBG reserve should react slowly but steadily to an extended period of poor investment
experience of the separate account.

4, As also noted above, the MDBG reserve should not overrcact and cause unnecessary fluctuations in surplus by
increasing rao rapidly in a sharp market downswing, Alsa, the reserve should not decrease too rapidly in a sharp
market upswing after a period of poor market experience,

5 The reserve should be subject to the same valuation standards with respecr to mortality and interest as any other
life insurance reserve, currently the 1958 CSO mortality table and a rate of interest not in excess of three and one
half percent, and should not be discounted by rates of withdrawal because of their uncertain nature and their greac
variation between one company and another. Withdrawal rates are particularly uncertain for variable life insurance
since we have as yet no withdrawal experience.

The Task Foree studied many passible MDBG reserve systems and rejected most of them because they failed to meet ane
or more of the foregoing critieria. The system we finally decided to recommend is a three-part system, each part being
necessary to meet one of the criteria that the other two fail to meer. Betfore deseribing our proposed system, howewver, we
will present the results of some of our rests, including our tests of one¢ of the more promising reserve methods that we
seriously considered but finally refected after looking at some figures for a model company.

The model company calculations were an essential part of our tests since without these calculations it would not have been
possible to identify the insppropriateness of some of the reserve methods, The model company consisied of blocks of
varizble whole life issues on the lives of males for a typical distribution of six issuc ages, age 15 (12 percent), age 25 (40
percent), age 35 (27 percent), age 45 (15 percent), age $5 (5 percent) and age 65 (1 percent). The sssumed withdrawal and
mortality rates used for the model company were based on recent experience in a large company on fixed benefit life
insurance {we have, of course, no experience on variable life insurance). These assumed withdrawal and mortality rates are
shown in Exhibit C.

Calculations were made for each year of issue beginning in July, 1915 for each of the three dexigns. In our presentations we
will always show the New York Life design first, the Fully Variable design second and the Equitable Type design third. The
investment experience of the scparate account was assumed ro fallow the Standard and Poor’s 500 Stock Index after
deduction of a one half percent asset charge. No Federal income taxes on either dividends on stocks or capital gains have
been deducted. It is hoped that Federal income taxes on dividends will be minor, as they are for variable annuities, after
appropriate legislation regarding the Federal income taxation of variable life insurance has been enacted. With respect to
any capital gains taxes that may be payable, or reserved for, our tests have indicated that any capitaf gains cax charges and
credits would, by reducing the swings in the net investment experience, reduce the costs of the minimum death benefit
guarantee. Thus, the ignoring of capital gains taxes in our figures is conservative.

After completing the calculations for cach year of issue, model companies were constructed assuming commencement of
business in each year beginning in 1915 and with alternative assurnptions of (1) a level $100,000,000 of initial face amonnt
issued each year and (2) $100,000,000 issued in the first year increasing ten percent each year. In this report we have
shown the results only for the companies with the ten percent increasing sales and only for the companies commencing
business in 1915, 1925 and 1945. [lowever, supplemental tables showing more extensive results are available.

All of our calculations are on a policy year basis, assume a three percent AIR and assume that the guaranteed minimum
death benefit is equal to the initial face amount. All calculations involving actuarial funcrions are on the 1958 €SO Male
three percent traditional net level reserve basis. Of course, the wording of the proposed zddition to the Model Regulation is
general and is not limited to the foregoing.

Since some persons have suggested that the proper way to reserve for the minimum death benefit guarantee is to hold in
the general account the full excess, if any, on each policy of (a) the reserve for a fixed benefit policy with a face amount
equal w the initial face amount over (b) the basic reserve in the separate account, we began our studies by examing the
implications of this method.
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Exhibit D is a nine parc exhibit showing varicus figures for the following moedel companics with ten percent increasing
sales:

Exhibit Design Commencing Business in
Dla New York Life July 1915
Nib New York Life July 1925
Dlc New York Lifc July 1945
D2a Fully Variable July 1915
D2b Fully Variable July 1925
D2c Fully Variable July 1945
D3a Equitable Type July 1915
D3b Equitable Type July 1925
D3¢ Equitable Type July 1945

The first column of Exhibit D shows the initial face amount in foree at che end of each policy yvear. This is also the amount
of death benefit that would be in force if all policies were fixed benefic policies so that it represents the aggregate total
minimum death benefit guarantee in force. The sccond column shows the actual addicional deach henefits chat would have
been payable as a resulr of the minimum death benefit guarantee. Note that on the average these MDBG cluims are quite
small but in some vears such as 1932, 1942 and 1970 they are significant, The third column shows the basic reserve in che
separatc account and the fourth column shows the aggregate total of the excess, if any, for each policy of the full reserve
for the initial amount over the separate account reserve, We will discuss the remaining two columns later on,

An examination of column 4 shows the inappropriateness of holding the full excess, if any, on each policy of the reserve
far a fixed henefic pelicy over the basic separate account reserve. For example, Exhibit D1a shows for 4 model company
commencing business in 1915 issuing policies of the New York Life design that the extra reserve would have risen sharply
from zero in 1929 to $107,000,000 in 1932, almost to the level of the $113,000,000 basic reserve, vet would have
dropped to zero agzin four years later in 1936. The MDBG claims that actually would have been paid never justified the
enormous reserve set up in 1932 under this method. This same thing, but w a fewer degree considering the increased size of
the company. weould have happened in 1970 where the extru reserve would have risen sharply o $512,000,000 and
dropped to zero ane year later. The situation is just as bad on the Equicable design and almost as bad on the Fully Variable
design. Clearly, any reserve method such as this that could unnecessarily throw a company, even a large company, inio
technical insolveney is unacceptable.

We next studied various other purcly prospective reserve methods, i.e., mechods that look only ahead and do not look at
past history to see how the current situation arose, All of thgse methods in one way or another involve the tabular present
value of differepies between the furture guaranteed minimum death benefits and the future variable death benefits. In our
calculations these tabular present values were based on cthe 1958 CSO mortalicy table, chree percent inrerest and rradicional
assumiptions. Tn addition, for the purpose of determining future variable death benefits, we assumed a three percent AIR
and chat the separate account would earn this three percent AIR in the future.

The full tabular present value of chese future deficiencies is shown in column 5 of Exhibit ). Note that for che two fixed
premium designs, the New York Life and Equitable Type designs. this is equal o column 4, che excess of the fixed bencfic
reserve over the basic separate acweunt reserve. This equivalence s apparent for the Equitable Type design since the basic
reserve for the variablé death benefit is determined by increasing or decreasing the reserve for the inidal deach benefit by
the reserve for the variable life paid-up addirions. For the New York Life design cthis equivalence is shown in Exhibit E. The
instability of these amounts has already been noted and it is this instability thar ultimately led us to abandon all of the
purely prospective rexerve methods.

One of the purely prospective methods that was, however, given serious consideration was the “Increasing Credibility”
methad, This method gives more credibility to the continuation of a bad situation if it existed at a later duration than if ic
existed at an earlier duration, [t does this by reserving for the tabular present value of furure deficicncies for anly a limited
number of years beyond the valuation date, such limited number of years heing equal to the number of years already
clapsed since issue. For example, if a policy were issued ten years ago at age 35 so0 that the insured were now age 453, the
present value of future deficiencies for the next ten years, ie., to attained age 55 of the insured, would be held. However,
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as column 6 of Exhibit T indicares, even this method is teo unstable, For example, in the case of a company commencing
business in 1913 issuing the New York Life design, the “Increasing Credibility” reserve would have risen sharply from zeto
in 1929 to $31,000,000 in 1932, which would have been about 28 percent of the basic separate account rescrve in that
yeur. This would have been anpnnecessary surplus strain, since the acrual claims that were paid never justified a reserve of
this magnitude and in facr the reserve dropped to zero four years later in 1936. Also, in 1970 the reserve increased to
$108,000,000 yet dropped 1o zero a year later. Clearly, even the “Increasing Credibility” approach produces unrealistic
fluciuations in surplus since it overreacts tremendously to stock market swings. For this reason, it too was abandoned as
were all the other purcly prospective methods.

Having abandoned the purely prospective reserve methods, we examined the retrospective methods and the methods char
combined both retrospective and prospective elements. After considerable testing, this led us to our proposed three part
MDBG rescrve system, consisting of {1) a retrospective accumulation of regular amounts allocated by the company to the
MDBG reserve, less actual MDBG claims paid, subject to a two part minimurn equal to the greater of (2) a onc year term
reserve to assure coverage of next year’s claims and (3} a reserve designed to pratect against an extended period of poor
investment experience of the separate account.

The first part of the system was suggested by the Mandatory Scecurities Valuation Reserve and is a purely retrospective
accumulation without interest of periodic amounts allocated by the company for this purpose, less the amount of MDBG
claims actually paid. However, unlike the MSVR which specifices a formula contribution, it is intended that in this part of
the reserve systcem each company may use its own judgment as to the charges it wishes to allacate to the MDBG
accumulation, We believe thar this flexibility is necessary since there is no “right” charge for this benefit: na one knows
what is going to happen to a portfolio of common stacks. Of course, if a company allocaies too little to this MDBG reserve
accurmnulation, it may have to pay the price of surplus instability because the minimum reserves established by the other
two parts of the sytem may require a sudden transfer from surplus to the MDBG reserve. If a company allocates too much
to this MDBG reserve accumulation, it is expected that It will have to justify this to its examiners on audit. No one art this
point knows what “too mach” amounts to, as will be evident in some of the later exhibits. Since it will take many years to
accumulate large rescrves under our proposed MDBG reserve system, we have not scen the necessity or desirability of
specifying a maximum reserve at this time and have not done so. In a few yuars, after we have gained more experience as to
company practices with regard to the allocation of amounts to the MPBG reserve zccumulation, perhaps we will wish to
propose the addition of a specified maximum if some companies appear to be accumulating excessive amounts,

The second part of the systemis designed to assure that the MDBG reserve will virtually always cover the MDBG claims of
the next year. In no event may the MDBG rescrve be less than the aggregate votal of the tabular term costs of the minimum
death benefit guarantee, covering a period of one full year from the valuation date, computed individually for each policy
based on the assumption of an immediate one-third depreciation in the current value of the assets of the separate account
followed by net earnings at the AIR.

The third part of the system is the most complicated part and is designed to protect against continued poor investment
experience of the separate account. Under these conditions the first part of the system, the retrospective MDBG reserve
accumulation, would soon became exhausted unless the company had the foresight to incréase its regular allocation, Since
the second part of the system, the one year term minirnum, does not provide sufficiently rapid funding under these
conditions, a third part of the system, another minimum, is being proposed.

This other minimum is based on the “attained age level” (AAL) method and was suggesied by a method sometimes used
for small pension plans, which are, of course, subject to a high degree of instability. This AAL method has both
retrospective and prospective elements. While it makes use of the difference between (a) the tabular present value of the
future guaranteed minimum death benefits and (h) the tabular present value of the future variable death benefits, it also
rakes into consideration the amount of AAL rescrve at the end of the prior year.

Under the attained age leve! method thereis computed for each policy 2 reserve, not less than zero, equal to any ‘“‘residuc’
of the prior year's AAL reserve on the policy, increascd or decreased by a payment computed onan attained age basis.
Such payment shall be computed so that the present value of a level payment of that amount cach year over the future
premium paying period of the palicy is equal to (a) minus (b} minus (¢) where (a) is the present value of the future
guaranteed minimum death benefits, (b) is the present value of the future variable death benefits and (¢} is the *‘residuc’™ of
the prior year’s AAL reserve. Of course, if a policy is paid-up, the payment equals the full amount of {a) minus {b) minus
(c). The “residue’ of the prior year's AAL reserve may not be less than zero and is determined by adding interest to the
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prir year’s AAL reserve and deducting the tabular claims based on any excess of the guaranteed minimum death benefit
over the variable death benefit during the preceding year, and dividing the net result by the tabular probability of survival.
This part of the proposed MDBG rescrve system requires that in no event may the MDBG reserve be less than the aggregate
total of the AAL reserve on each policy,

The formulas for both the one year term and AAL reserves, on a policy year basls using traditional functions, that were
used in this study are set forth in Exhibit E for the special case of (a) a whole life policy (b) a minimum death benefit
equal to the initial face amount and (¢} where the AIR, the assumed futurc experience of the separate account and the
valuarion interest rate are all the same. Of course, the proposed wording of the Model Regularion is more general.

Exhibit F is a twelve part exhibir showing for model companies with ten percent increasing sales the dererminartion of our
porposed MDBG reserve, assuming cthree different levels of annual allocations to the retrospective accumulation. Nine of
the twelve parts of Exhibit F are for the same nine model company situations as in Exhibit D. However, we have also
added Exhibits F1d, F2d, and F3d which show for each of the three designs what would have happened for a model
company commencing business in 1915 if the favorable investment experience of the 1950’ had been followed not by the
1960 to 1971 exprrience but by the 1930 o 1941 experience once again. The purpose of these three additional exhibics is
to show the dangers of imposing a maximum on the MDBG reserve accumulation and the dangers of taking too rosy a view
of the future in making MDBG allocations.

The first two columns of Exhibit T show the cumulative basic valuation net premiums and MDEBEG claims from the
comencement of business by each model company. We have used net premiums in these illuscrations since they arc unique
to the reserve basis we have used and unlike gross premivms would be the same for all companies on this reserve basis, The
next three columns show the retrospective accumulations based on each alternative level of annual allocacion intended
roughly to be low, medium and high levels of allocation, For the New York Life design these are alternatively one percent,
two percent and four percent of basic net premiums cach year, For the Tully Variable design the alternative allocations are
one percent, two percent and six percent of basic net premiums, For the Equitable Type design with its lower expected
MDBG cost the alternative allocations are point two percent, point four percent and two percent of basic ner premiums. [n
all cases the retrospecitve accumulation is determined as the applicable percentage of the cumulative basic ner premiums in
column 1 less the full amount of the cumulative MDBG claims in column 2. The exhibit was set up in this manner to
permit easy testing of any other level of annual allocation thar the reader may wish to consider, since the three levels of
accumulation shown are for illuscrative purposes only.

The sixth column of Exhibit F shows the first part of the two-part minimum, the one year term minimum assuming a
one-third immediate drop in the asset valuc of the separate account. If the figures in chis column for the nine situations
using actual investment experience are comparcd with the MDBG claims for the following year in column 2 of Exhibic D, it
can be seen that the amount of this one year term minimum for the model companies illustrated would have always been
sufficient to cover the next year’s MDBG claims except in 1932 for a model company commencing business in 1915 issuing
the New York Life design where the one year term minimum at the end of 1931 was about four percent below the MDBG
claims for 1932, and except also for a minor deficiency in 1930 for a model company commencing business in 1925 issuing
the Equitable Type design. Qur more extensive results not shown in this report indicate that there are only a few rare
occasions when the one year term minimum is not quite sufficient to cover the next vear’s MDBG claims based on
historical experience of the Standard and Poor’s 500 Stock Index.

The seventh column of Exhibit F shows the second part of the two part minimum, the attained age level (AAL) minimum.
Note that on the Fully Varaible and Fquitable Type designes the AAL minimum comes into play and exceeds the one year
rerm minimum only during periods when the stock market has been depressed for several years which is, of course, what it
is intended o do . On the New York Life design the AAL minimum almost never exceeds the one year term minimum but,
as we will show later, would come into play in situations where the investment performance of the separate account had
been worse than the historical performance of the Standard and Poor’s 500 Stock Index.

The last three columns of Exhibit F show the actual reserve that would have been held under our proposed MDBG reserve
system using the three alternative annual rates of allocation o the retrospective reserve aceumulation. Natorally, the
greater the rate of allocation, the less likely it is for the two part minimum 1o come into play. A comparison of Exhibic
TFla with Exhibit F1d, Exhibit F2a with Exhibit IF2d and Exhibit F3a with Exhibit F 3d shows how much different the
period 1960 10 1971 would have been for a model company commencing business in 1915 with ten percent increasing sales
if the favorable investment experience of the 1950% had been followed by the unfavorable investment experience of the
1930%s. This compatison shows the danger of overoptimism regarding the adequacy of the MDBG reserve accumulation,
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particularty for a rapidly growing company. It also emphasizes the importance of the level of allocation to the retrospective
MDBG aeccumulation.

The importance of allocation level is more clearly shown by Exhibit g, anocher twelve part exhibit, that shows the effect
on gains of the MDBG reserves in Exhibit F. We have subdivided these gains into those attributable to the retrospective
accunmulation without the two part minimum (columps ope, two and three), those due to the two-part minimum (c¢olumns
four, five and six) and have also shown the combiped total of the gains (columns seven, eight and nine}. Exhibit G shows
that if the company allocates relatively small amounis to the retrospective accumulation, it must pay the price of unstable
gains as onle or more of the two minimums come into play. It can, of course, virtually eliminate any gains instability by
increasing its annual allocations to a sufficiently high level. This should be left as a matter of individual company judgment
since there are many factors to be considered when attempting to determine the proper allocation to the MDBG reserve,
such as the type of design, the AIR, the investment policy of the separate account, the cash value basis, the asset charge,
the treatrment of tax reserves, the immediate past investment experience of the separate account, etc. The regulatory
authorities should permit this flexibility since the two-part minimum should be satisfactory assurance to them that not
only will the company be able to pay its next year’s MDBG claims because of the one year term minimum but also will
make adequate advance provision because of the AAL minimum for possible future MDBG claims in the event of an
extended period of poor investment experience of the separate account,

To demonstrate that the AAL minimum does this, we prepared Exhibits H and I showing what would happen if the
separate account earned a constant three percent, the AIR, beginning in the eleventh policy year after having earned a
negative three percent in each of the first ten policy years. Since a level market will normally earn a nct of at least three
percent just from dividends, our assumption is ronghly cquivalent to a ten year market decline followed by a level market
with no recovery.

Exbibit H shows the effect of the AAL method under these assumptions for a whole life policy issued to a male age 35.
Note that, excepr for rounding, the AAL method does in fact produce level funding if the assumed investment return is
earned (in this case after the tenth policy vear).

In Exhibit I we have shown what would have happened under these same assumptions as to the investment performance of
the separaie account for $1,000,000,000 of model issues in 2 single year. We have compared (a) the effect on the c_harges
to operations of holding no MDBG reserve at all {column 2}, (b) the effect of our proposed MDBG reserve system without.
the AAL minimum {column 3), and (¢) the effect of our proposed MDBG reserve system with the AAL minimum (column
4). Note thar the effect of a reserve system is simply tp redistribute the MDBG claims over time. With no MDBG reserve,
charges to operations rise very stecply as a percent of net premiums and become oo large in the later policy years. The
introduction of the MDBG reserve system without the AAL minimum improves the slope of the charges but they still are
too large ar the later durations. However, with the AAL minimum the MDBG reserve system produces reasonably lf:vel
charges as a percent of net premiums after the first ten policy years which are manageable on the two fi.xed premium
designs. The changes are not manageable an the Fully Variable design but keep in mind thart these assumptions regarding
the investment performance of the separate account are equivalent o assuming either incredibly poor. investment
management or a ten year marker decline followed by 2 period of complete economic stagneation with no price inflation for
the better part of a century, a situation rather unlikely to oceur.

Our proposed addition to Ardicle VI of the Model Variable Contract Regulation {{II!) above, preceding this report]
provides for the MDBG reserve. Note that there are three different interest rates involved in the determinazion of the AAL
reserve, {1) the AIR (called the “‘assumed investment increment factor’ in the Model Regulation), (2) the valuation rate
used for discounting present values and (3) the rate assumed for the future performance of the separare account used in
determining the future variable face amounts. We have permitted all three of these interest rates to be different provided
they do not exceed the maximum interest rate permitted for the valuation of life insurance policies generally, We feel this

flexibility is necessary to avoid pressure on a company to raise its AR for the sole purpose of keeping down its MDRBG
reserve.

Note also that we have provided for maximum latitude in the use of approximations in determining the two-part
minimums, These minimums are difficult to calculate, particularly the AAL minimums, and if the retrospective
accumulation is at a high enough level, may not even be relevant, Consequently, approximations of the broadest
type are in order.
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And finally, because of the nature of the MDBG reserve, its aggregate nature, its subjectivity and its volarility, we believe
that under no circumstances should it be required to be included in cash surrender values, It would not, of course, be
possible to specify the amount of such reserve in the policy since it cannot be known in advance. Marcover, its inclusion in
cash surrender values is illogical since it can increase when the separate account performance has been bad and decrease
when the separate account performance has been good. This is exactly contrary to the nature of variable life insurance. The
current Model Variable Contract Reguladon specifically provides in Paragraph 4(c) of Ardicle VI that cash surrender values
may disregard minimum death benefit guarantees and we agree fully with this position.
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Exhibit A

Effective Annual Rates of Return on Common Stocks During Period 1871 to 1969
Based on Cowles Commission All Stock Price Index from 1871 to 1926
and on Staundard and Poor's 500 Stock Index 1927 to 1969
(derived from Table 3 by Herbert W. Hickman, TSA XXII, page 200)

Years Lowest Rate on 10th Rate on 20th Madian
Span Rate Percentile Percentile Rate
1 -42.7% -8.4% -3.1% 7.6%
2 -36.7 -5.1 0.2 8.6
3 -30.3 -3.0 0.5 7.2
4 -17.9 -1.2 1.6 7.6
5 -12.3 -0.1 2.6 8.0
] -8.7 0.4 2.8 8.6
7 -3.6 1.0 2.7 8.1
8 ~2.2 1.9 3.2 1.4
9 -3.8 2.6 3.6 7.4
10 -2.5 2.7 4.4 7.3
11 -2.7 2.7 4.6 7.7
12 -2.9 3.0 4.5 7.4
13 -3.0 3.6 4.5 7.3
14 -0.8 3.3 4.9 7.4
15 0.3 3.3 5.1 6.8
20 2.4 4. 8% 5.4% 6.6%
25 4.3 5.4 5.9 6.9
30 4.4 5.6 5.9 7.1
35 5.1 5.5 6.0 6.9
40 4.8 5.6 6.2 6.9
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Relationship of Stock Prices and Dividends to Gross Nationasl Product
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Exhibit B

{amounts in billions of dollars)

Ratio of Stock

Gross Dividends to Egtimsted Retio of Stock  Ratio of Stock
National Stock Prices based on Stock Prices Dividends to Prices to GNF

Year  Product  Dividends 8&P 500 (2)+(3) GNE = (2)+(1) = (3)+{1)

(1) (=) [€)] ) ) (6)
1929  $103.095 §5.801 3.47¢ $167.176 5.63% 1629
1930 90.367 5,468 4,51 121.242 .05 134
1931 75.820 b, 066 .15 66.114 5.36 87
1932 £8.04g 2,540, 7.43 34,240 4,38 59
1933 55,601 2.038 h.21 48.409 3.67 87
1934 65.054 2,567 3.72 69.005 3.95 106
1635 72,247 0,84k 3.82 74.450 3.94 1c3
1936 82,481 4.523 3.hh 131.483 5.48 159
1937 90,446 4,660 L.86 95.885 5,15 106
1938 84,670 3.165 5.18 61.100 3.7h 72
1936 90404 3.766 4,05 92.988 4,16 102
1940 99,678 4,016 5.59 71.843 4,03 72
1941 12k, 540 4,431 6.82 64.971 3.5 52
1942 157.910 4,254 7.24 58.757 2,65 37
1943 191,592 4.Lh6 4 93 90.183 2.32 47
1944 210,104 4,617 4,86 95.000 2.20 45
1ghs5 211,945 4.600 417 110.312 2,17 52
1946 208,509 5,574 3.85 144,779 2.67 €9
1947 231,323 6.321 4,93 128.215 2.73 55
1948 257,562 7.036 5.5% 127.004 2.73 49
194g 256,484 7.238 6.59 109.833 2,82 43
1950 284,769 8.838 6,57 134.521 3,10 b
1951 328. 4ol 8.570 6.13 139. 804 2,61 42
1952 3b5,h08 8.560 5.80 147,586 2.48 43
1953 364,553 8.886 5.80 153.207 2.4 Jite
1054 364,841 9.282 4 g5 187.515 2,54 51
1955 397.960 10,478 L,08 256,814 2,63 €5
1956 419,238 11.280 4,09 275.795 2.69 66
1957 hh1,13h 11, 7h2 k.35 269.931 2,66 €1
1558 hhyr 334 11.566 3,97 291,335 2.59 6S
1959  4B3.663 12,580 3.23 389,474 2,60 81
1960 503,734 13.437 3.47 387.233 2.67 77
1961 500, 097 13.77C 2,98 462,081 2.65 89
1962 560,325 15,183 3.37 450.534 2,71 a0
1963 590,503 16,454 3.17 519,054 2,79 a8
1964 632.410 17.811 3.01 591.728 2,82 ol
1965 684,884 19,808 3.00 660.267 2.89 o6
1966 749,857 20,797 3.ho 611.676 2,77 o
1967 793.927 21,385 3.20 668,281 2.69 ay
1968 864,202 23,552 3.07 767.166 2.73 89
1969 929,005 24 hhl 3.24 754,444 2,63 81
1970 o 126 25, 00k 3.83 652,846 2.57 &7
1971  1046.800 25.500 3,14 812.102 2.44
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Ezhinic ©
Assumptions for Verisble Life Tnsurance Model Oifice
Wich~ Expariance Mortaliky Ratea per 1,000
drawal  Aag 15 Age 15 Aga 35 Age 45 Age 55 Age 65
Rates (127 {40%) {275} (135%) (5%} %)
17.5% .59 .83 1,08 L4 3,34 5,54
6.5 67 .86 1.16 2.20 5.17 9.3%
5.0 .73 .90 1,29 2.97 6.92 12.76
4.5 W7 493 1.44 .76 8.56 15.91
4.2 .81 .97 1,64 4.5% 10.11 18,94
4.0 .87 1,01 1.83 5.32 11.36 21.91
3.8 .92 1.04 2,03 6.04 12,44 24,88
3.6 ) 1.08 2.25 6.73 13.48 27.92
3.4 .97 1.13 2,48 7.42 14,66 21.13
3.2 .98 1.18 2,30 8.13 16.22 3473
3.0 1.00 1.25 3,14 a.9% 18.44 18,90
2.9 L.ol 1.35 3.50 9.95 21,42 43.76
2.8 1.02 1.47 4.00 11,12 24,91 49,30
2.7 1,03 1.61 4,57 12,48 28.62 55.51
2.6 L.03 1.78 5.1% 13.95 32,46 62.43
2.5 1.07 1.96 5.8l 15,56 6.4 70.3]
2.5 1.10 2.16 6.51 17.20 40,68 79.7
2.3 L.14 2.39 7.22 19.1% 45,54 90,98
2.2 1.17 2,64 7.97 21.30 51.00 104.09
2.1 L.21 2.9 8.79 21.64 56,74 119,02
2.0 1.28 3.32 9,69 26,21 62,46 131.71
2.0 1.33 3.70 10.68 29.00 67.41 141,25
2.0 1.49 4.15 11.72 31,92 I2.66 15132
z.0 1.64 4,66 12.89 34,99 78.33 162,05
2.0 1.80 5,25 14,18 38,28 84.30 173.67
2.0 1.98 5.88 15.66 41,80 90,53 196,48
2.0 2.138 6.54 17.30 45,06 97.54 200.89
2.0 2.4l 7.24 15.19 49,19 105,58 217,37
2.0 2.65 7.99 21,32 53.25 113.93 236.38
2.0 2.%6 8.80 23.65 57.71 122,62 258,41
2.0 3.32 2.69 26,21 62,46 131.71 284.8%
2.0 3.70 10.63 29.00 67.41 141,25 322,76
2.0 4.15 11.72 31,92 72,66 151.32 385.20
2.0 4,68 12.89 3,99 78.33 162,05 491,26
2.0 5.25 14.12 38.28 84.30 173.87 666,04
2.0 5.88 15.54 41,80 90.53 186.43 1000,00
2.0 6.54 17.30 45,36 97,54 200.89
2.0 7.24 19.19 49.19 105.58 217,37
2.0 7.99 21.32 53,25 113,93 236.38
2.0 8.80 23.65 57.71 122.62 258,41
2.0 9.69 26.21 82,46 131.71 284.85
2.0 10.68 29,00 67.41 141.25 312,76
2.0 11.72 3l.92 72,66 151.32 385.20
2.0 12,89 354.99 78.33 162.05 491.25
2.0 14.18 38.28 B4, 30 173,67 666,04
2.0 15.64 41.80 90.53 186.48 1000,00
2.0 17.30 45,36 37.54 200,89
2.0 14,19 49,19 105,58 217.37
2.0 21.32 53.25 113.43 236,28
2.0 23.65 57.71 122,62 258.41
2.0 26.21 62.46 13L.71 284,85
2.0 2%.00 67,41 141.25 322.76
2.0 31.92 72,66 151.22 385.20
2.0 4,99 78,33 162,05 491.26
2.0 33.28 84.30 173,67 666,04
2,0 41.80 90.53 186,48 1000.00
2.0 45,36 97.54 200.89
2.0 49,19 105.58 217.37
2.0 51.25 11193 236,38
2.0 7.7t 122,52 258.41
2.0 2,45 131. 4 284,85
2.0 6741 141.75 322.76
2.0 PR 1] 151.32 185.720
2.0 7#.33 162,415 491,28
2.0 &6, 173,47 666,04
2.0 93,33 186.448 1000. 00
2.0 Q7. 200. 8%
2.0 10%, %8 217,37
2.0 118.%3 2316.38
2.0 122.62 258.41
2,0 131.71 284.85
2.0 141,23 122,76
2.0 151.32 385.20
2.0 162,05 491,26
2.0 172.67 606 .04
2.0 1B6. 48 1000.00
2.0 200.89
2.0 217,37
2.0 235.38
2.0 258,41
2.0 264,85
2.0 NI I6
2.0 $%%.20
2.0 &%, 26
2.0 LCHINE
2.0 1009, 00
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Exhibit Dis
NEW YORK LIFE DESIGN

Model Company Issuing Variable Whole Life Policles to Males
Commencing Business in July 1915 With $100 Miililon of Issues Increasing l0% Per Yedr
Where Investment EZxperilence of Separate Account Follows Standard and Peor's 500 Stock Index,
Dividends Reinvested, 5 Percent Annual Charge, No Federsl Tax Deducted,
on ]958 €SO Male 37 Traditional Net Level Reserve Basis
{@mounts in thousands of dollars)

Poliey Extrs Resevve ¥ull Tebular
Year Inttial Actual Separate So Total Nor Present Value Increasing
Ending Face Amount NDBG Account Leas Than of Future Credibilicy
July in Force Claima Reserve Reserve on Tnftial Deficiencies ReAagrve
%) &3) & ) &) (6
1916 5 192,407 & o $ 1,290 $ 0 3 o] K 0
1917 254,538 2 1,404 15 L5 2
1918 390,415 40 5,051 633 633 G4
1919 499,703 s} 13,638 0 [ 0
1920 615,376 38 16,269 501 5G1 75
1921 740,564 175 19,807 3,922 3,922 727
1922 875,680 0 37,991 4] 0 0
1923 1,021,329 [ 46,000 62 Y3 7
1924 1,180,621 g 65,620 4] 0 o
1925 1,353,177 o} $7,747 0 o] 0
1926 1,541,143 0 128,379 0 Q ]
1927 1,746,154 o] 174,527 0 G 0
1528 1,969,997 o 244,911 0 o o
1929 2,214,632 [+] 386,776 [+] 0 4]
1330 2,482,210 154 295,813 1,791 1,791 234
1931 2,775,081 883 210,117 18,481 18,481 3,476
1932 3,095,864 3,705 112,550 107,194 107,195 31,237
1933 1,447,383 591 250,862 19,894 1%,89% 4,945
1934 3,832,766 1,282 251,021 41,605 41,605 12,180
1935 4,255,452 40 376,559 2,013 2,013 458
1936 4,719,215 ¥ 5%6,878 0 c Is]
1937 5,228,169 o 685,585 0 o o
1538 5,786,841 539 548,150 8,061 3,061 1,208
1535 6,400,209 416 593,183 8,973 8,573 1,557
1940 7,073,749 1,824 571,560 49,803 49,803 14,468
1941 7,813,485 983 671,711 30,503 30,503 9,013
1542 8,626,065 3,829 64,471 115,980 115,980 41,336
1543 ,518,717 0 1,013,181 0 0 0
1944 10,499,521 [ 1,240,830 0 [s] o]
1545 11,577,276 0 1,556,691 0 c o
1946 12,761,688 0 2,035,104 1] o] o]
1947 14,063,429 189 1,989,332 3,110 3,110 394
1248 15,494 246 60 2,080,226 1,086 1,096 155
1949 17,067,056 243 2,141,085 4, B4 4,640 762
1950 18,796,072 G 2,795,693 0 0 o
1951 20,696,930 0 3,811,880 o] 0 0
1952 22,746,828 0 4,585,468 0 0 0
1953 25,064,685 23 4 h4g 879 187 187 23
1954 27,611,110 s} 6,189,212 Q 0 0
1955 36,389,599 0 9,003,424 0 ) 0
1956 33,444,733 0 16,357,072 Q 1] 0
1957 36,804,419 129 1,150 822 1,205 1,205 142
1958 40,499, 132 163 10285 43 2,481 Z,481 343
1959 44 562,399 0 13,35%,71% 4] 0 a
1960 49,031,099 641 12,303,218 6,125 6,125 711
1961 53,945,808 0 15,083,976 0 0 ¢
1962 59,351,152 2,003 13,154,420 27,483 27,483 3,994
1963 65,296,223 0 16,075,213 o] 0 0
1964 71,835,024 0 1%,605,387 a o] 0
19645 79,026,957 o 20,239,838 [ o 1]
196% 66,937,368 502 5,100 6,100 BGB
1967 85,638,138 0 [ v 0
1968 105,208,339 1] [ 0 0
1969 L15,734,94%9 2,214 23,207,567 30,401 30,401 4,326
1970 127,313,639 21,595 20,313,558 512,129 512,12% 108,778

1971 140,049,666 D 26,029,738 0 4] 0
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Exhibit DIb
‘NEW YCRK LIFE DESIGN

Model Company Iesuing Variabie Whole Life Policies to Males
Commencing Business in July 1925 With 3100 Million of Issues Increasing 107 Per Year
Where Investment Experience of Separate Aceccunt Follows Standard and Poor's 500 Stock Index,
Dividends Reinvested, % Percent Annual Charge, No Federal Tax Deducted,
on 1958 CSO Male 3% Tradicional Net Level Reserve Basis
(amounts in thousands of dollars)

Policy Extra Reserve Full Tabular
Year Initial Actual Separate So Total Not Present Value Tnereasing
Ending Face Amount MDBG Account Less Than of Future Credibitity
July in Force GClaims Regerve Heserve on ifnitial Deficiencies Reserva
(1) (2} 3 (43 (3 (6)
1926 $ 192,407 $ LI 1,273 3 0 $ 0 $ 0
1927 286,588 ] 4,188 0 0 0
1928 390,415 0 9,521 0 0 0
1929 499,003 0 20,346 0 0 0
1930 615,376 59 18,684 630 690 90
1931 740,564 326 16,923 6,807 6,807 1,229
1932 875, 680 820 12,1400 19,987 19,987 3,955
1933 1,021,929 172 38,5654 5,756 5,756 1,271
1934 1,180,621 322 43,688 10,239 10,239 2,416
1335 1,353,177 15 73,489 776 776 177
1936 1,541,143 0 125,445 0 0 0
1937 1,746,154 [¢] 150,209 0 0 0
1938 1,969,997 208 125,106 3,108 3,108 466
1939 2,214,632 164 143,150 3,460 3,460 600
1940 2,482,210 66l 145,093 17,969 17,969 4,879
1941 2,775,091 364 179,487 11,349 11,349 3,228
1942 3,095,866 1,273 180,401 39,342 39,342 12,430
1943 3,447,383 ) 300, 214 ¢ 0 0
1944 3,832,766 o] 369,772 0 0 0
1945 4,255,452 0 474,060 0 0 0
1946 4,719,215 0 630,959 0 0 0
1947 5,228,169 111 594,264 1,199 1,199 152
1948 5,786,841 23 658,902 423 423 60
1949 6,400, 209 94 695, 668 1,789 1,789 294
1950 7,073,749 0 923,953 0 0 0
1951 7,813,485 0 1,273,522 0 0 0
1952 8,626,045 0 1,546,976 0 0 0
1953 9,518,717 9 1,598,798 72 72 8
1954 10,499,521 Q 2,12%,151 0 0 0
1955 11,577,276 0 1,112,488 0 4] 0
1956 12,761,688 0 1,600,601 0 2 0
1957 14,063,429 50 3,365,128 464 464 55
1958 15,494, 246 63 31,598,281 957 957 132
195% 17,067,056 4 4,711,820 ] 0 0
1960 18,796,072 247 4,375,045 2,361 2,361 274
1961 20,696,930 b 5,373,088 0 0 0
1962 22,786,828 772 4,764,897 10,596 10,595 1,540
1863 25,084,685 0 5,812,114 0 1] G
1664 27,611,310 0 7,124,351 0 0 0
1985 30,389,599 4] 7,388,011 0 0 0
1966 33,444,733 193 7,360,501 2,352 2,352 312
1967 36,804,419 0 8,548,258 0 0 0
1968 40,499,132 a 8,996,456 Q 0 0
1969 44,562,399 854 8,616,373 11,721 11,721 1,668
1970 49,031,099 8,326 7,571,970 197,448 197,448 41,939
1971 53,945,808 ¢ 9,743,165 4 ol 0
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Exhibit Dlc
SEW YORK LIFE DESIGN

Model Company Issuing Veriable Whole Life Policies to Males
Commencing Business in July 1945 With $100 Million of Issues Increasing 10% Per Year
Where Investment Experience of Separate Account Follows Standard and Poor's 500 Stock Index,
Dividends Reinvested, % Percent Annual Charge, No Federal Tax Deducted,
on 1958 CSO Male 3% Traditionmal Net Level Reserve Basis
(amounts in thousands of dollars)

Policy Extra Reserve Full Tabular
Year Initial Actual Separate 50 Total Not Present Value Increasing
Ending Face Amount MBBG Account Less Than of Future Credibility
July in Force Claims Reserve Reserve on Initiaml Deficiencies Reserve
(L) 2) 3) ) (5) (6)

1846 § 192,407 $ 0 5§ 1,354 $ 0 $ o] 5 0
1947 288,588 17 3,104 178 178 23
1948 390,415 3 6,590 63 63 9
1949 499,003 14 10,787 266 266 44
1950 615,376 0 20,137 Q¢ 0 0
1951 740,564 0 34,682 0 Q 0
1952 875,680 ) 49,073 0 0 0
1953 1,021,929 1 57,522 11 11 1
1954 1,180,621 0 86,571 0 0 0
1955 1,353,177 D 139,130 0 Q 0
1956 1,541,143 0 171,457 ¢ 0 0
1957 1,746,154 7 180,126 69 69 8
1958 1,969,997 9 194,083 142 142 20
1959 2,214,632 [} 271,973 0 0 0
1960 2,482,210 37 266,149 351 351 41
‘1961 2,775,091 0 347,211 0 0 0
1962 3,095,866 I15 323,722 1,575 1,575 229
1963 3,447,383 0 418,867 0 4] 0
1964 3,832,766 0 539,132 0 0 0
1965 4,255,452 0 582,524 0 0 0
1966 4,719,215 29 604,934 350 350 46
1967 5,228,169 0 733,413 0 0 0
1968 5,786,841 0 801,736 0 0 0
1969 6,400,209 127 796,913 1,742 1,742 248
1970 7,073,749 1,238 728,390 29,349 29,349 6,234
1971 7,813,485 0 979,311 0 0 0
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Exhible D2e

FULLY VARIABLE DESIGN

Model Company Iasulng Variable Whole Life Policies to Males

Commencing Business im July 1915 With $100 Million of Issues Incrematng QL Per Year

319

Whete Investment Experlsace of Separate Account Follows Standard and Poor's 300 Stock Index,
Dividenda Relnvedted, % Percent Annval Charge, No Federal Tax Deducted,
on 1938 CS0 Male 3% Traditional Met Level Reserve Basis

Policy

Year

Foding
July

1916
1917
1518
1919
1920
1921
1922
1923
1924
1925
1928
1927
1928
1529
1330
1351
1932
19313
1934
1933
1938
1937
1938
L1939
1940
1941
1942
1563
1944
1945
1945
1947
lg48
1943
1950
1951
1952
1353
%34
1955
1954
187
1558
165%
1560
1561
1562
1943
14944
ISR
196%
YT
198
1469
1T
rest

Initial
Face Amount

in Force

(63

$ 192,407
288,568
350,415
449,003
615,376
740,564
875,680

1,021,929
1,180,621
1,353,177
1,541,143
1,766,154
1,969,597
2,214,632
2,482,210
2,775,091
3,095,866
3,447,383
31,832,766
4,255,452
4,719,215
5,228,169
5,786,841
6,400,209
7,073,749
7,813,485
8,626,045
5,518,717
10,499,521
1,577,276
12,761,688
14,063,429
15,494, 246
17,067,056
16,796,072
20,596,930
22,786,828
25,084,685
27,611,310
30,389,599
33,464,733
35,804,419
40,499,132
44,562,399
4%,031,09%
53,945,808
54,351,152
£5,296_223
71,835,024
79,026,957
86,537,368
95,638,139
105,208,339
115,734,549
127,917,639
140,049, 666

Actual
MDAG
c na

(2

2
k11
]
3
149

1,732
16,417
511

(amounta in thousands of dollacs)

$

Excra RessrTve
50 Totsl Not

Full Tsbular

Separute Less Than Present Value Increaning

Account Eesarve On of Future Credibilicy
Reserve Initial Deficiencies Reserve

(3) %) (53 (6)

1,290 -] 0 3 0 0
3,597 15 378 4
6,248 426 7,516 117
13,6239 0 4] 0
17,284 4086 7.454 116
26,604 1,128 30,764 995
37,348 145 1,322 45
47,139 408 3,970 130
58,338 0 o] 0
105,337 0 0 0
146,270 0 o i
210,027 o] g Q
312,804 1] 0 0
527,992 g g 0
417,342 1,087 28,260 286
321,151 9,170 124,051 2,651
166,709 57,772 419,718 21,669
310,304 30,626 211,059 10,391
303,773 48,069 277,277 17,810
437,25% 33,705 160,464 13,022
637,646 15,143 63,116 6,214
431,237 12,419 45,985 5,479
687,233 37,467 202,850 17,118
738,209 46,643 218,441 22,13
763,208 78,771 373,032 38,844
801,891 80,218 322,37 1,690
5Y.174 13%,030 563,989 71,568%
1,162,244 53,823 156,355 32,720
1,011,402 40,233 103,087 26,908
1,800,518 17,920 37,153 14,001
2,414,616 7,387 14,493 6,191
2,322,314 14,753 B5 44l 11,540
2,573,187 14,686 67,861 11,332
2,708,133 20,095 96,451 14,810
3,559,536 5,091 8,628 5,187
6,941,465 .0 0 Q
6,143,681 o] a ]
6,517,593 189 4,863 50
8,810,084 0 o] ]
13,265,573 0 0 ]
15,961,457 0 0 0
16,401,022 1,205 31,356 2
17,020,841 3,740 56,1391 1,048
22,742,085 0 Q a
21,696,612 6,125 159,317 1,606
27,063,507 Q ¢ G
24,480,484 19,565 167,681 5,483
36,033,129 0 0 ¢
17,204,942 a 0 [¢]
39,211,907 0 0 [
35,494,226 3,627 86,027 962
45,057,331 0 4] c
48,798,075 0 0 0
46 892 5494 21,591 426,138 5,851
40,567,074 296,670 2,991,982 94,103
51,535,286 il,6lé 103,794 3,528
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Exhibit D2b

FULLY VARIABLE DESIGN

Model Company Issuing Variable Whole Life Policies to Males
Commencing Business in July 1925 With 5100 Million of Issues Increasing 10% Per Year
Where Tnvestment Experience of Separate Account Follows Stdndard and Poor's 500 Stock Index,
Dividends Reinvested, %5 Percent Annual Charge, No Federal Tax Deducted,
on_1958 C50 Male 3% Traditiomal Net Level Reserve Basis
(amounts in thousands of dollars)

Extra Reserve

Policy S0 Total Not Full Tabular
Year Initial Actuial Separate Less Than Present Value Tncreasing
Ending Face Amount MDBG Account Reserve on of Future Credibility
July in Force Claims Reserve Initial Deficiencies Reserve
1) (2) (3} (4) (5) (6)
1926 5 192,407 5 0 1,273 5 0 § ] $ ]
1927 288,588 0 4,406 0 0 0
1928 390,415 0 10,719 0 0 0
1929 499,003 ] 24,909 0 0 0
1930 615,376 43 25,728 419 10,896 110
1931 740,564 209 22,621 3,535 47,827 1,022
1932 875,680 777 13,929 18,159 149,365 6,121
1933 1,021,929 454 31,678 11,808 81,372 4,006
1934 1,180,621 653 36,593 18,533 106,902 6,866
1935 1,353,177 418 60,820 12,995 61,866 5,021
1936 1,541,143 177 109,185 5,847 24,334 2,396
1937 1,746,154 137 142,909 4,788 17,729 2,112
1938 1,969,997 490 127,650 14,445 78,223 6,600
1939 2,214,632 566 146,899 17,983 84,218 8,603
1940 2,482,210 979 148,876 30,370 143,820 14,976
1941 2,775,091 944 179,771 30,927 124,288 16,073
1942 3,095,866 1,656 178,944 52,060 219,370 27,601
1943 3,447,383 596 288,556 20,751 60,281 12,615
1944 3,832,766 445 365,887 15,511 39,735 10,374
1945 4,255,452 202 484,826 6,909 14,324 5,398
1946 4,719,215 86 672,121 2,848 5,588 2,387
1947 5,228,169 244 665,357 5,688 32,941 4,449
1948 5,786,841 217 756,611 5,662 26,163 4,369
1949 6,400,209 02 815,254 7,748 37,186 5,710
1950 7,073,749 68 1,094,927 1,953 3,326 2,000
1951 7,813,485 0 1,549,924 [4] o] 0
1952 8,626,045 0 1,960,744 0 o] 0
1953 9,518,717 9 2,112,695 73 1,875 19
1954 10,499,521 0 2,896,448 [4] v] 0
1655 11,577,276 [4] h,ﬁlf,209 0 0 0
1956 12,761,688 0 5,375,981 0 0 0
1957 14,063,429 50 5,581,403 464 12,089 120
1958 15,494,246 20 5,847,336 1,442 21,726 404
1959 17,067,056 0 7,881,879 0 0 o]
1960 18,796,072 247 7,580,208 2,361 61,424 619
1961 20,696,930 0 9,526,702 1] 0 0
1462 22,786,828 392 8,678,013 7,543 141,757 2,114
1963 25,084,685 0 10,716,788 0 [4] 0
1964 27,611,310 0 13,365,329 ] 0 0
1945 30,389,599 a 14,160,133 o] 0 0
1966 33,444,733 135 14,339,324 1,398 33,167 371
1967 36,804,419 ] 16,807,367 0 0 0
1968 40,499,132 o 17,892,538 0 0 0
1969 44,562,399 668 17,270,867 8,324 164,295 2,256
1470 49,031,099 5,558 15,150,222 114,379 1,153,539 36,281

1971 53,945,808 197 19,136,965 4,479 40,017 1,360
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Exhibit D2c
FULLY VARIABLE DESIGHN

Model Company Issuing Varisble Whole Life Policies to Males
Commencing Business in July 1945 With $100 Million of Issues Increasing 10% Per Year
Where Investment Experience of Separate Account Follows Standard and Poor's 500 Stock Index,
Dividends Reinvested, % Percent Annual Charge, No Federal Tax Deducted,
on 1958 CS0 Male 3% Traditional Net Level Reserve Basis
(amounts in thousands of dollars)

Policy Extra Reserve Full Tabular
Year initial Actual Separate S0 Total Not Present Value Increasing
. Ending Face Amount MDBG Account Less Than of Future Credibility
July in Force Claims Reserve Reserve on Initial Deficiencies Reserve
(1) (2) {3 (4) (3) {6)

1946 § 192,407 4 [ 1,354 8 @ 3 0 5 0
1947 288,588 14 3,338 137 3,558 36
1948 390,415 12 6,764 208 2,739 59
1949 499,003 20 10,998 405 4,217 122
1950 615,376 0 20,284 0 Q 0
1951 740,564 [} 36,620 0 0 0
1952 875,680 0 55,925 0 0 0
1953 1,021,929 1 70,067 11 279 3
1934 1,180,621 0 109,051 0 0 0
1955 1,353,177 0 184,991 a 0 0
1956 1,541,143 [} 246,078 0 0 o]
1957 1,746,154 7 275,655 69 1,797 i8
1958 1,969,997 13 308,868 214 3,229 60
1959 2,214,632 0 442 425 o] 0 0
1960 2,482,210 37 449,372 351 9,130 92
1961 2,775,091 0 593,990 0 0 0
1962 3,095,866 38 566,790 1,121 21,071 314
1963 3,447,383 0 731,473 0 0 0
1964 3,832,766 [} 950, 831 [} 0 0
1965 4,255,452 0 1,047,204 V] 0 0
1966 4,719,215 20 1,100,172 208 4,930 55
1967 5,228,169 ] 1,335,810 0 0 0
1968 5,786,841 o 1,470,707 0 0 0
1969 6,400,209 99 1,466,171 1,237 24,421 335
1970 7,073,749 826 1,327,090 17,002 171,466 5,393

1971 7.813,485 29 1,729,112 666 5,948 202
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Exhibit Dia
EQUITABLE TYPE DESIGN

Model Cowpany Issulng ¥arlable Whole Life Policiles to Males
Gommencing Business in July 1915 With $100 Million of Issues Increasing 10% Per Year
Where Investment Experievce ol Separate Account Follows Stangard and Poor's 500 Stack Index,
Dividends Reinvested, % Percent Annual Charge, No Federal Tax Deducted,
on 1958 €SO Male 3% Traditional Net Lavel Regerve Basia
{amounts in thousands of dollars )

Policy Extra Reserve Pull Tabular
Year Inirial Actual Separtata So Total Not Present Value Increasing
Ending Pace Amount MDBRG Account Legs Than of Future Credibility
July in Porre Claims Be serve Regerve on Initial Deficiencies Reserve
[€D) 2) &Y [y (5) (&)
1916 $ 192,407 $ 0 1 1,337 $ "] H 0 $ a
1917 288,588 0 3,460 19 19 0
1918 390,415 3 5,925 659 659 17
1919 499,003 0 13,891 0 o 0
1920 615,376 2 16,398 452 as%2 11
1921 7uE, 564 25 19,602 4,128 4,128 217
1922 875,680 o 39,194 0 0 0
1923 1,021,929 0 46,433 74 1A 1
1924 1,180,621 o] 66,771 0 1] 0
1925 1,353,177 0 100,702 0 1 5]
1926 1,561,143 0 123,733 1] 0 0
1927 1,746,154 a 183,941 0 2] i
1928 1,969,997 a 261,477 0 0 i
1929 2,214,632 0 419,582 0 0 a
1930 2,482,210 8 322,364 1,792 1,792 25
1931 2,775,091 95 225,753 17,222 17,222 733
1932 3,095,866 893 115,096 104,652 104, §52 15,293
1933 3,447,383 172 255, 682 22,570 22,510 2,236
1934 3,832,768 358 253,743 42,909 42,909 5,639
1935 4,255,452 52 382,162 5,703 5,703 436
1936 4,719,215 o 614,889 o 0 0
1937 5,228,169 0 71,110 o 0 0
1938 5,786,841 17 567,067 8,092 8,092 177
1939 §,400,209 52 611,667 9,520 9,520 360
1940 7,073,749 433 584,768 50,463 50,463 7,503
1941 7,813,485 317 684,354 34,291 34,291 5,658
1942 8,626,045 1,203 653,516 115,858 115,858 24,707
1943 9,518,717 0 1,048,488 [\] o [+}
1944 10,499,521 0 1,266,354 o [} o
1945 11,577,276 ] 1,600,831 o ") 0
1966 12,761, 688 0 2,111,599 o 0 0
1947 14,063,429 14 1,967,492 3,155 3,155 18
19438 15,494,206 12 2,151,330 1,780 1,780 50
1949 17,067,056 23 2,237,530 4,980 4,980 170
1950 18,796,072 0 2,936,668 0 0 0
1951 20,696,930 Q 4,032,511 o 0 0
1952 22,786,428 0 4,892,364 o 1) 0
1953 25,084, 685 0 5,043,782 o 0 0
1954 27,611,310 0 6,692,041 ') 4] fi]
1955 30,389,599 0 5,835,122 o 0 0
1956 33,404,733 [V 11,427,678 o o o]
1957 316,804,419 a 11,341,407 1,456 L, 456 a1
1954 40,499,132 s 11,444 012 2,923 2,923 56
1959 Ly, 562,399 0 14,%90,231 0 0 o
1560 49,031, 06% 41 13,910,377 7,664 7,664 80
1961 53,945 804 o} 17,063,510 [ 0 0
19462 59,351,152 129 15,086,439 27,819 27,819 592
19463 65,296,223 ) 18,335,936 0 i) )
19604 71,835,024 o} 22,444,533 i) i} 0
1965 79,026,957 0 23,242,128 o o o
1966 86,937,368 0 23,080,282 6,068 6,868 129
1967 $5,634,139 o] 25,716, 680 o ) o
1968 105,204,339 0 28,025,539 o 0 o
1969 LS, 736,949 129 26,700,749 29,452 29,452 538
1970 127,311,639 2,933 23,241,75% 472,143 472,103 28,052

1971 140,049, 666 a 29,665,267 Q o} 0
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Exhibit D3b
EQUITARLE TYPE DESIGN

Model Compary Issuing Variable Whole Life Policies to Males
Commencing Business in July 1925 With $100 Million of Issues Inecreasing 10% Per Year
Where Investment Experience of Separate Account Follows 3tandard and Poorfs 500 Stock Index,
Dividends Reinvested, % Percent Annual Charge, No Federal Tax Deducied,
on 1958 CSC Male 3% Traditional Net Level Reserve Basis

(smounts in thousands of dollars)

Pollcy Extra Reserve Full Tadbular
Year Initiel Actusl Separate So. Tetal Not Present Value Increasing
Ending Face Amount WDBG Account Less Than of Future Credibility
July in Force Claims Reserve Reserve cn Initisl Deficiencies Reserve
(1) 2) 37 (4} {5} {3
126§ 192,407 o % 1,309 $ 0 $ 0 $ 0
1927 288,588 o 4,378 o o] 0
1528 390,415 o 10,095 ¢ 0 0
1929 Log, 0n3 e] 22,038 o] 0 o]
1930 615,376 3 19,907 651 651 10
1931 740, 564 37 17,000 6,640 6,640 283
1932 875,680 137 10,780 21,308 21,308 1,367
1933 1,021,929 57 36,755 7,578 7,578 634
1934 1,180,621 98 k1,667 12,528 12,528 1,320
1935 1,353,177 20 71,61k 2,199 2,159 302
1936 1,541,143 0 125,269 0 0 Q
1937 1,746,154 0 152,262 0 0 a
1938 1,969,997 b 126,502 3,120 3,120 68
1939 2,21h,632 20 1h4h,396 3,670 3,670 139
1940 2,482,210 160 145,168 18,932 18,932 2,60
134 2,775,091 120 179,192 13,07k 13,07k 2,127
1942 3,095,866 Lot 178,k91 41,253 L1,253 7779
1943 3,447,383 o 300,030 0 0 o
1G4 3,832,766 0 372,616 o] o] Q
1545 4,255,452 0 482,396 o] 0 0
1546 4,719,215 0 649,145 o} 0 ¢
1547 5,208,169 6 614,027 1,217 1,217 15
1948 5,786,841 5 682,942 686 15
1949 6,400,200 9 721,765 1,920 1,520 £6
1950 7,073,749 o} 963,536 ) o 0
1951 7,813,485 o 1,339,734 0 o o
1952 8,626,045 o} 1,642,157 0 o} 0
1953 9,518,717 o] 1,708,074 o o o]
1954 10,499,521 o} 2,287,495 ] 0 ¢]
1955 11,577,274 o] 3,388,510 0 0 4]
1556 12,761,688 0 3,961,296 0 0 o
1657 14,063,429 0 3,953,696 561 561 12
1958 1s5,Lak 246 o} 4,013,140 1,127 1,127 25
1959 17,067,056 0 5,289,753 0 o o
1550 18,79 072 16 L o3k, 374 2,955 2,955 3
1961 20,646,030 ! 6,087,593 0 0 0
1962 22,784, Be8 50 5,409,575 10,725 10,725 228
1963 25,084,685 ¢ £,612,090 0 0 0
196k 27,611,310 o] 8,135,054 0 0 0
1565 30,389,599 0 8,462,349 0 0 0
1966 33,440,733 0 8,440,581 2,6L8 2,6k8 50
1967 36,804,119 0 2,81h4,521 0 0 0
1668 Lo kog, 13z 0 10,337,60G o] 9] Q
1569 L sfe, a0g 50 0,807,143 11,355 11,355 207
1970 L9, 0EL,08% 1,131 8,635,902 182,032 182,032 10,815
1571 53,945,808 0 131,074,271 0 0 0
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Exhibit D3c
EQUITABLE TYPE DESIGN

Model Company Issulng Variable Whole Life Policies to Males
Commencing Busipness Ln July 1945 Wich $100 MLLIldon of Ismues Lncreasing 104 Per Year
Where Investment Experience of Separate Account Follows Standard and Poor's 500 Stock Index,
Dividends Reinvested, % Percent Annual Charge, No Federal Tax Deducted,
on 1958 CSO Male 3% Traditional Net Level Resecrve Basie
{(amounts in thousands of dollars}

Extra Reserve

Policy So Total Not Full Tabular
Year Initial Actual Separate Less Than Present Value Increasing
Ending Face Amount MDBG Account Reserve on of Future Credibility
July in Force Claims Reserve Inftial Deficiencies Reserve
M (2) (3) &) 5) (6)
1946 $ 192,407 $ 0 $ 1,408 $ 0 3 0 $ g
1947 288,588 1 3,105 181 181 2
1948 390,415 1 6,598 102 102 3
1949 499,003 1 10,768 285 285 10
1950 615,376 ] 20,436 0 0 0
1951 740,564 8] 35,855 0 0
1952 875,680 i} 51,404 0 o) 0
1953 1,021,929 1] 60,507 0 0 0
1954 1,180,621 G 91,866 0 0 0
1955 1,353,177 0 149,802 0 i} 0
1956 1,541,143 ] 186,827 0 ¢ [
1957 1,746,154 8] 197,412 83 83 2
1958 1,969,997 ] 212,992 167 167 4
1959 2,214,632 o] 299,883 0 o] 0
1960 2,482,210 2 293,703 439 439 5
1961 2,775,091 o] 383,934 0 0 0
1962 3,095,866 7 357,043 1,59 1,594 34
1963 3,447,383 0 461,707 0 b] 0
1964 3,832,766 0 595,976 0 0 0
1965 4,255,452 0 645,151 0 b] 0
1966 4,719,215 0 669,438 394 394 7
1967 5,228,169 0 811,860 (] i} 0
1968 5,786,841 0 887,445 0 i} 0
1969 6,400,209 7 879,597 1,688 1,688 31
1970 7,073,749 168 797,343 27,058 27,058 1,608
1971 7,813,485 i} 1,068,107 0 0 0
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Exnibit E
ACTUARIAL FORMULAS FOR MINIMUM RESERVE USED IN STUDY

Formulas are on a Policy Year Basis Using Traditional Functions Assuming
the Speeial Case of (a) a Whele Life Policy, (b) a Minimum Death Benefit
Equal to the Initial Amount and (c) Where the AIR, the Assumed Future Performance
of the Separate Account and the Valuation Interest Rate Are All the Same
(* means xero LU negative)

A, One Year Term Minimum End of Lin Policy Year

This is simply N%,,(.pt {1000 ~ Fg:-.._l)“ per $1,000 of initial amount where
F','t-n , the assumed face amount per $1,000 at the end of the (tﬁ-\}st policy year is
derived from F‘A‘: the face amount per §1,000 at the end of the tth policy year, assuming
an immediate one-third drop in the value of the separate account followed by carnings at

the valuation interest rate.

L)

1000 €
* +
Mew York Life Fav, = 2% F: ( Vac* ____F'K_)

Fully Variable F*,,‘ = %Fx
Equitable Type F-;..+‘ = %F* + ,l/é (lOOO) Tr?:"f

B. Attained Age Level Minimum End oftth Palicy Year

If R*_‘ and R"- ate the attained age level reserves per $1,000 of initial amount
at the beginning and end of the Xth policy year, respectively, then ¢

* -
R*: G* *‘M ywey g not less than zero, where the "residue"

_ R S\*Lz—m, {1000 F)*
Cx= : > =

The expression W refera to the present value of future differences between $1,000
and the values ol Fiamd cquals (lno— F*)N‘ for the New York Life design and
C‘ooo—Fx}MIfor the other designs.

The New York Life design uses*\f”‘ instead of A.,“.t because under this design, unlike

325

the other designs, a face amount deficiency tends to decrease with time if the AIR is earned.

From Equation {40) of the Fraser-Miller-Sternhell paper we know that the present value of

future face amounts for the New York Life design 1f the AIR is earned is

Fi Bt + (1900 - Fy )@ St

50 that the present value of future defic;encies ia

1000 Anut = (FaAnat + (1000 - Fr) B Gaat)
= (1000 = Far XA rt = Cne thpank) = (1600~ F YAV K
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Exhibit Fla
Proposed MDEG Reserve Systep for NEW YORK LIFE Design
Model Company Iseuing Variable Whole Life Folicles to Males
Commeneing Business in July 1915 With $100 Million of Issues Increasing 10% Per Year
Where Investment Experlence of feiverate Account Foliows Standard and Poor's 500 Stock Index,
Tividends Reinvested, % Percent Anrual Charge, No Federal Tax Deducted,
on 12458 {80 Male 3% Traditionsl Net Level Reserve Basin
{amounts in thousands of dollars)
Retrospective Actual MDBRG Reserva
Accumiletion Where Two Part Where Annual
Policy Cumlative Anrwal Allocations ere Minimum Reserve Allocations are
Year Basic Actual 1% of 2% of w{; of One Year Attained 14 of 2% of L7 of
Endlng Net MDEG Het et et Term Age Net fet et
July Premiums (laime Premiums Premiums Premius 1/3 Dr Teval Premimmse Premiuwms  Premiums
[68) (2) 33 [} (5) &3] {8) (9) (10)
$ 1,620 $ 16 8 32 % £l $ w8 ¢ o % LTS BLL I 1 148
4,736 3 93 188 232 0 232 232 232
9,408 52 146 3l 7 32 367 ¥7 367
15,727 ns : 305 0 305 305 =58
23,800 158 595 26 555 595 8§72
33,752 82 879 206 879 3 1,093
45,724 : 605 0 609 639
56,874 503 903 936
76,375 819 o 815 1,047
95,4 3% 435 0 =0 1,553
117,273 Lel 0 911 2,584
1h2,12% Loz 0 1,161 2,502
170,277 463 0 1,442 3,145
202,018 b21 [+] 1,759 3,779
237,633 1,363 93 1,962 L, 335
277,638 3,549 583 3,549 4,255
322,285 7,738 6,159 7,738 7,738
372,068 415 5,032 5,032 5,032
Lo W76 6,432 5,160 6,k32 6,432
489,048 4,350 3,607 4,350 4,350
557,377 1,098 147 1,068 4,232
&33,137 1,539 0 1,439 5,7u6
b 5 £,953 [hlrg 6,953 6,953
Bog,776 8,362 b70 B, 362 8,362
912,357 12,145 2,870 12,145 12,145
191 1,025,688 12,386 2,826 12,38 12,384
1942 1,150,822 17,007 7,182 17,007 17,007
1643 1,288,919 8,01k 925 8,914 11,24
15h4 1,441,255 7,656 0 7,656 14,543
165 1,625,233 L, 328 0 4,328 17,45%
15L6 1,794,355 3,046 0 3,bh12 21,356
1347 5,908 ez 8,104 155 8,104 25,148
1545 Ry 5,559 €9 9,000 29,584
1h,357 238
8,671 0
2473 b,h13 0
52,365 115,85L 5,381 0
55,620 134,387 9,611 18
7,153
i 5,234
%50 7:51‘6
K371 13,350
wh e 19,717
13,565
27,425
21,618
4,551
34,877
25,00k
97,741
57,198
Lg, 260
£2 3Lk
Gl ghi
164,797
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Exhibic Plb
Proposed MDBG Reserve System for NEW YORK LIFE Design

Model Company Issulng Variable Whele Life Policies to Males
Commenc Lng Business in July 1925 With $100 Millien of Issues Increasing 107 Per Year
Where Investment Lxpericace of Separate Account Follows Standard and Poer's 500 Stcock Index,
Dividends Hmirvested, % Percent Annual Chavge, Wo Pederal Tax Deducted,
on 1958 C5C Male 3% Traditional Ner lLeovwel Eoverws Basis
{amounts in thousands of dollaxs)

Ratrospective Actual MDBG Reserve
Aceumulation Whers Two Part Where Apnual
Policy Cumulative Annual Allocations Are Minlmum Reserve Allocaticns Are
Year Basic Actual 1% of 2% of 4% of One Year Attaianed 1% of 2% of 4% of
Ending Net MDEG Net Jet Net Term Age Net Net Net
July Premiums Clatms Premium Premium Premium 173 Drop Level Premiym Premium  Premium
(1) (2} &) (43 {3) {6} N (8) (3) Qe
1926 $ 1,620 § 0 3 16 § 32 % 64§ 150 % o $ 150 3 150 § 15Q
1527 4,736 Q 48 g5 159 182 0 182 182 190
1928 5,408 Q G4 138 376 17¢ G 179 188 176
1929 15,727 Q 157 315 &30 162 4] 162 3ls &30
1230 23,800 5% 179 417 853 520 36 520 pRars 893
1931 33,752 385 -48 250 963 1,023 358 1.023 1,083 1,023
1932 48,724 1,208 -748 -291 623 1,478 1,060 1,678 1,678 1,678
1533 59,874 1,377 -779 -180 1,017 1,079 951 1,075 1,079 1,079
1934 76,37% 1,699 -935 -171 1,357 1,548 565 1,546 1,546 1,546
1935 95,434 1,714 -759 195 2,104 1,131 807 1,133 1,133 2,104
1836 L17,272% 1,714 -542 631 2,976 40% S4 409 631 2,576
1937 142,13% 1,714 -292 1,129 3,972 5535 1] 555 1,129 3,572
1538 Y70,22F 1,822 -219 1,484 4,890 2,241 161 2,241 2,241 4 890
1935 202,018 2,088 - 66 1,954 5,994 2,685 181 2,685 2,685 5,994
1540 237,681 2,747 -370 2,007 6,761 3,781 1,016 3,781 3,781 5,761
13941 277,638 3,111 -334 2,442 7,995 3,820 1,001 3,920 3,320 7,9%3
1942 322,285 4,384 1,161 2,062 8,508 5,335 2,380 5,335 5,13% 8,508
1943 372,068 4,284 wFifidy 3,057 10,498 3,003 154 3,003 3,0%7 0,498
1944 427,476 4,384 -109 4,166 12,716 2,754 o] 2,754 4,566 12,716
1945 489,048 4,384 507 5,397 15,178 1,460 ¢ 1,660 5,347 15,178
1946 557,377 4,384 1,190 6,764 17,912 1,174 a 1,1%C 6,754 17,912
1947 633,117 4,495 1,836 4,167 20,829 3,124 60 3,124 8,167 20,829
1948 716,986 4,518 2,652 9,822 24,162 3,858 26 3,85% 9,822 26,162
1949 808,776 4,612 1,486 11,584 27,780 5, 5E% 92 5,584 11,584 27,780
1950 912,357 4,612 4,511 13,635 31,882 3,343 G 4,511 13,635 31,882
1951 1,02%.6843 4,612 5,645 15,902 36,416 1,701 0 5,045 15,902 35,410
1952 1,154,822 4,612 6,896 18,404 41,420 2,075 o] 6,896 1804 41,520
1953 1,288, %1% 4,621 8,268 21,187 46,935 3,705 7 8,268 PR 46,815
1954 1,645,055 4,621 9,7%1 24,204 53,029 2,758 G 9,791 24,50 53,82%
1955 1,609,233 4,621 11,472 27,564 59,749 2,018 7 11,472 27, 0% 59, s
1956 1,794,399 4,621 13,323 11,287 67,155 2,909 ] 13,323 31,21 67,155
1957 1,928,452 4,671 15,313 35,2493 73,267 5,147 16 15,313 31, RHE 75,207
1958 2,223,262 4,734 17,498 38,7791 84,195 7,602 50 17,498 19,1 84,166
1959 2,470 885 4,734 19,975 A by 94,162 5,230 o 19,975 L, 684 94,102
1960 2,743,588 4,991 22,455 49,891 104,763 10,574 122 22,4535 49 895 104,763
1961 3,045, 8% 4,981 25,057 55,896 116,773 8,335 0 25,457 9,484 116,773
1962 3,374 45n 5,753 27,592 61,736 129,225 17,176 550 27,39% 129,225
1963 3,738, 13a  5,7%1 EANN7) 12 69,014 143,781 13,447 0 31,635 14% 781
1964 4,138,875 5,733 35,63% 77,024 159,801 9,640 0 35,87% 1YY, 301
1965 4,579,6%F 5,753 83,841 177,425 14,551 7 A0, ik
1966 5,064,827 5,948 35,350 196,644 2T 121 L4 G2
1967 5,598,660 5,%%  50,0.0 106,027 218,000 19,004 o A, 048
1988 8,186,071 5, %en §3,084  LE7,775 241,494 24,013 i) 55,94 15
1969 4,432,220 6,800 61,524 129,848 246,496 38,332 511 61,524 125, 8518 Jee,noan

1970 TLARILEA 15,120 oD 0w 15, ZEA 2Bn 614 63,9%3n 10,737 60,53 LIS FA%L %A, nid
L1971 8,379,908 15,126 aB, 133 BWL,392 0 317,910 44,250 1,98t e, L3 15E, 12 il uio
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Model Company Issuing Variable Whole Life Policies to Males

NAIC PROCEEDINGS -- 1973 Vol. I

Exhibit Flc

Proposed MDBG Reserve System for NEW YORK LIFE Design

Commencing Business in July 1945 With §100 Million of Issues Increasing 10% Per Year
Where Investment Experience of Separate Account Follows Standard and Poor's 500 Stock Index,
Dividends Reinvested, % Percent Annual Charge, No Federal Tax Deducted,

on 1958 €SO Male 3% Traditional Net Level Reserve Basis

$

Policy Cunylative
Year Basic Actual
Ending Net MDBG
July Premiumg Claims
(1) @)
1946 § 1,620 § 0
1947 4,736 17
1948 9,408 20
1549 15,727 34
1959 23,800 k7Y
1951 33,752 34
1952 45,724 34
1953 59,874 35
1954 76,379 35
1955 95,438 as
1956 117,273 35
1957 142,129 42
1958 170,277 51
1959 202,018 51
1960 237,683 88
1961 277,638 -1}
1962 322,285 203
1963 372,068 203
1964 427,476 203
1505 489,058 203
1966 557,377 232
1667 633,117 232
1968 716,986 232
1969 809,776 359
1970 912,357 1,597
1971 1,025,688 1,597

(amounts in thousands of dollars)

Retrospective
Accumulation Where
Annual Allccations Are

Two Part

Minimum Reserve

Actual MDBG Reserve

Where Annual

Allocations Are

1% of 2% of 4% of Dne Year Attained 1% of 2% of 47, of
Net Net Net Term Age Net Net Net
Premium Premium Premium 1/3 Drop Level Premium Premium Premiunm
(33 {4 (3} (6) () (8) (%) (10)

16 S 2 3 64 § l44 0 $ 144 144 144

31 78 173 251 9 251 251 251

74 168 356 330 O 330 330 356
124 281 596 452 14 452 452 596
204 442 918 405 0 405 442 918
303 641 1,316 253 0 303 641 1,316
423 880 1,794 308 ) 423 880 1,794
563 1,162 2,359 551 0 563 1,162 2,359
729 1,493 3,021 410 0 729 1,493 3,021
920 1,874 3,783 300 0 920 1,874 3,783
1,137 2,310 4,655 432 0 1,137 2,310 4,635
1,380 2,801 5,644 765 0 1,380 2,801 5,644
1,652 3,355 6,761 1,130 8 1,652 3,355 6,761
1,969 3,989 8,029 777 0 1,969 3,989 8,029
2,289 4,666 9,420 1,572 18 2,289 4,666 9,420
2,689 5,465 11,018 1,239 0 2,689 5,465 11,018
3,020 6,243 12,689 2,553 a2 3,020 6,243 12,689
3,517 7,234 14,679 1,999 0 3,517 7,238 14,679
4,072 8,347 16,897 1,433 0 4,072 8,347 16,897
4,688 9,578 19,359 2,163 Q 4,688 9,5/8 19,359
5,342 10,916 22,064 3,278 18 5,342 10,916 22,064
6,099 12,430 25,092 2,825 a 65,099 12,430 25,092
6,938 14,108 28,448 3,571 1] 6,938 14,108 28,448
7,739 15,837 32,033 5,698 91 7,739 15,837 32,033
7,526 16,650 34,897 9,444 1,596 9,444 16,650 34,897
8,660 18,917 39,431 6,578 295 8,660 18,917 39,431



Poliey
Yoar
Ending

_daly

1516
1917
1918
1919
1920
1921
1922
1923
192k
1925
1926
127
1528
1929
1930
1631
1932
1933
1934
1935
1936

2065

168
1564
1970
1971
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Exhibit Fld
Proposed MDBG Reserve System for NEW YORX LIFE Deslgn

Model Company Issuing Variable Whole Life Policies to Mzles
Commencing Buslpeas in July 1915 With $1060 Million of Issues Increasing 10% Per Year
Where Investment Experience of Sepzrate Aceount Follows Stazndard ehd Peor's 500 Stock Index,
Dividends Reinvested, —5 Percent Annua) Charge, No Federa) Tax Deducted,
on 1958 C50 Male 3% Traditional Net Level Reserve Bagis
ASSUMES 1960 TO 1971 INVESTMENT EXPERTENCE SAME AS 1930 T 19b]
(smevnts in thousands of dollars)

Retrospective Actual MDIG Reserve
Accumlation Where T™wo Part Where Anrual
Cumilative Annual Allecgbions are Minimm Reserve Allocations are
Besic Actual 1% of 2% of 4, of Chie Year Attained 1% of 2% of W2 of
Nat MDBG Net et Ket Term Age Net Net Wet
Premfums  {Olaims Premiums Premivms Premimms 1/3 Dr Level Premiyms  Premiums  Tremiumg
6] @7 (3} ty] 5] [); §3] 1)) 97 [§13)]
1,620 % [} 2§ [ $ 8§ o % L8 3 148 3 1L8
4,736 2 g3 185 232 0 232 232 232
9,b08 L2 146 334 BT 32 367 367 367
15,727 42 273 588 305 0 305 305 s68
23,800 8o 3% &2 595 26 i 595 a7z
33,752 255 420 1,095 879 206 2re
45,724 255 659 1,573 609 0 &%
59,874 261 936 2,133 %03 Q o1
76,379 261 1,267 2,795 51 0 &35
95,438 261 1,648 3,397 1,36 0 6%
117,273 261 2,084 L kag Lok 0 ol
1k2,129 261 2,582 5,he5 hoz 0 1,165
170,277 261 3,145 6,551 463 s} 1,bi2
202,018 3,779 7,819 421 o} 1,759
237,683 k,339 1,363 23 1,56
277,638 3,549 983 3,546
322,285 7,738 6,159 7,738
372,068 4,615 5,032 5,032
27,476 6,432 5,160 6,132
489,045 4,350 3,807 L, 540
557,377 1,008 1k7 1,054
633,117 1,439 G 1,548

716,986 6,993
809,776 8,%5%
912,357 12,144

1,025,688

1,150,322

1,288,519

1,441,235

5
1,609,217

EETY
131,202
EARIEs

et

B0 MED
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Policy

Year

Ending
July

1916
1917
1918
1919
1920
1921
1922
1923
1524
1925
192¢
1927
1928
1929
1930
1931
1932
1933
1934
1915
1936
1937
1938
1939
1940
1941
1942
1943
1944
1845
1846
1647
1948
1548
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1944
1963
1966
1567
1968
1969
1970
1971

NAIC PROCEEDINGS - 1973 Vol. 1

Exhibit Fla

il L CL AL

Proposed MDBG Reserve System for FULLY VARIABLE Design

Model Company Issuing Variable Whole Life Policles to Males
Commencing Business in July 1615 With $100 Million of Issues Increasing LO% Per Year
Where Investment Experience cf Separate Account Follows Standard and Poor's 500 Stock Index,
Dividends Reinvested, % Percent Annual Charge, No Federal Tax Deducted,
on 1958 C5) Male 3% Tradicfonal WNet Level Reserve Basis

§

{amounts in thousands of dollars)

Retrospective Accumulation

Two Part

Cumulative Where Annual Allocations Are Minimum Reserve  Where Annual Allocations Are
Basic Actual L% of 2% of &% of One Year Attained 1% of 2% of 6% of
Net MDBG Net Net Net Term Age Net Nat Net
Premiums Claims Premiuma Premiums Premiumag 1/3 Drom Level Premlums Premiums Premiums
1) (2 1) (4) (5) (a) (7) (8) [€}) (1o0)

1,620 § 0§ 16 § a2 8 97 § 183 o 3 183 § 183 § 183
4,965 2 47 97 294 3046 18 306 306 306
9,818 33 65 163 5356 510 368 510 510 556
15,826 33 124 284 917 400 0 400 400 917
25,231 64 189 441 1,450 768 3635 768 768 1,450
35,169 213 138 490 1,897 1,179 1,707 1,707 1,707 1,897
45,766 220 237 [3:F] 2,526 81% 877 877 877 2,528
61,855 240 378 997 3,471 1,127 844 1,127 1,127 3,471
79,768 240 557 1,355 4,546 926 569 926 1,355 4,546
102,626 240 787 1,813 5,918 507 0 787 1,813 5,918
133,462 240 1,094 2,429 7,767 307 0 1,094 2,429 7,767
171,430 240 1,475 3,189 10,046 340 1] 1,475 3,18% 10,048
219,974 240 1,959 4,159 12,958 507 1] 1,959 4,159 12,958
284,422 240 2,604 5,448 16,825 427 1] 2,605 5,448 16,825
380,854 352 3,456 7,265 22,499 1,332 1,371 3,456 7,265 22,5499
455,232 864 3,659 8,211 26,420 3,089 4,863 6,863 8,211 26,420
509,138 3,201 1,891 6,982 27,348 8,123 25,373 25,373 25,373 27,348
541,029 4,378 1,033 6,443 28,084 4,915 30,401 30,401 30,401 30,401
598,742 6,071 -83 5,904 29,854 6,718 39,979 39,979 39,979 39,979
655,665 7,155 -599 5,958 32,185 5,315 42,692 42,692 42,692 42,692
734,587 7,614 -268 7,078 36,461 3,222 38,297 38,297 38,297 38,297
852,064 7,968 552 9,073 43,156 3,527 34,276 34,276 34,276 43,156
984,092 9,239 602 10,443 49,807 7,435 41,508 41,508 41,508 49,807
1,082,002 10,706 214 11,134 54,814 8,870 48,139 48,139 48,139 54,814
1,206,886 13,245 -1,174 10,893 59,168 12,319 61,309 61,309 61,309 61,309
1,317,857 15,693 -2,515 10,664 63,378 13,123 71,044 71,044 71,044 71,044
1,464,735 19,987 -5,539 8,908 66,697 17,877 91,735 91,736 91,736 91,736
1,567,876 21,532 -5,853 9,826 12,541 11,578 85,661 85,661 85,661 85,661
1,751,085 22,685 -5,L74 12,337 82,380 10,305 79,265 79,265 79,245 82,380
1,966,627 23,209 -3,542 16,124 94,789 8,200 69,692 69,692 69,692 94,789
2,230,759 23,433 -1,l28 21,182 110,412 5,534 56,5%4 56,554 56,594 110,412
2,567,516 24,066 1,610 27,286 129,991 10,510 33,827 53,827 53,827 129,591
2,883,573 24,629 4,206 33,042 148,385 12,148 49,497 49,457 42,497 148,385
3,225,975 25,412 6,848 39,108 168,147 15,741 48,390 48,390 48,390 168,147
3,581,741 25,387 10,231 46,048 189,318 11,085 36,965 36,565 46,048 189,318
4,035,386 25,387 14,767 55,121 216,536 5,416 23,030 23,030 55,121 215,536
4,637,770 25,587 20,790 47,168 252,679 5,988 15,112 20,790 67,168 252,679
5,354,047 25,610 27,931 81,471 295,633 9,740 11,284 27,931 81,471 295,633
6,088,951 25,610 35,279 96,169 339,727 7,871 5,599 35,279 96,169 339,727
7,039,388 25,610 44,783 115,177 396,752 5,582 774 44,783 115,177 396,752
8,392,656 25,610 58,316 142,243 477,949 8,559 Q 58,316 142,243 477,949
9,939,759 25,739 73,658 173,056 570,646 14,330 1,537 73,6587 173,056 570,646
11,466,788 25,973 88,695 203,363 662,035 20,518 3,778 88,695 203,363 662,035
13,001,800 25,973 104,045 234,063 754,135 15,563 9 104,045 234,063 754,135
14,972,665 26,614 123,112 272,839 871,746 28,330 r,752 123,112 272,839 871,746
16,805,837 26,614 141,445 309,503 981,736 21,735 0 141,445 109,503 981,736
19,022,931 28,149 162,081 352,310 1,113,227 43,811 17,990 162,081 352,310 1,113,227
21,001,423 28,149 181,855  391,B79 1,231,938 33,955 9,476 181,865 391,879 1,231,936
13,478,824 28,149 15,639 439,427 1,374,580 24,879 62 205,639 439,427 1,374,580
26,252,541 28,1459 234,377 496,902 1,547,004 34,164 6 234,377 496,902 1,547,004
26,224,171 28,498 263,743 555,985 1,724,952 50,248 4,153 263,743 555,985 1,724,952
32,186,155 28,498 293,363 615,225 1,902,671 45,853 0 293,353 515,225 1,902,671
35,593,172 28,498 327,433 6B3,365 2,107,092 56,686 17 327,433 683,365 2,107,092
36,170,526 130,230 6l,476 753,181 2,320,002 86,730 20,752 361,476 753,181 2,320,002
42,616,132 44,647 381,515 BO7,676 2,512,321 147,993 154,916 381,515 807,676 2,512,321
45,691,927 45,158 411,762 B6B,6BL 2,696,358 110,113 103,274 411,762 868,681 2,696,358

Actual MDBG Reserve
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Exhibit F2p
Froposed MG Baserve System for PULLY VARIADLG Design
Modal Company Luiulng Varlable Whole Life Policles to Hales
Copmencing Busineas in July 1%¥5 Witk $100 M{llion cof isaues Incresaing 10% Per Yéar
Where Investment Experience of Fepavste Account Fallowa Standard and Poor's 500 Stoek Index
Dividends Relnwaxied, 'y Fercent Annual Charge, No Federal Ter Deducted,
on 1958 25 Male M Traditional Net Level Beosrve Basin
(emaunig Ln thousands of dollars)
Betroapective Actual MDBG Beserve
Atcunulation Where Two Part Where Annual
Policy Cumulative Annual Allocarions afe Minimnun Rese cve Allpcations ate
Year Basin Actual % af 1% of 6% of One Year  Attained 1% of 2% of 6% of
Ending Het MDEG Net Niet MNet Tecm Age Net Net Net
July Premiubs Claims Premiums  Premiuma  Premiuma 173 Drop Level Premiums Premiums Presiums
[y 2) {3} 3] (6] (6) 152 (8) (9 C10)

1926 $ 1,620 § o s 15 4 2 s 97 § 187 s 0 $ 187§ 187 H 187
1927 4,945 [5} 50 99 297 208 [+ 208 208 297
1918 10,455 0 104 209 527 195 0 135 209 627
1929 18,994 0 190 380 1,140 165 b} 190 380 1,140
1930 32,947 43 287 516 1,934 513 s29 52% 616 1,934
1931 85,116 252 199 650 2,455 1,191 2,646 2,646 2, 546 2,646
1932 55,406 1,029 4?5 79 2,295 2,274 9,072 9,072 3,072 9,072
1933 61,971 1,483 w854 224 2,295 1,616 11,721 11,721 11,721 11,721
1934 77,676 2,136 ~1,359 ~582 2,525 1,326 15,014 15, 14 15,414 15,414
1935 93,274 2,554 -1,622 =589 3,062 1,036 16,459 16,459 16,459 16,459
1936 115,853 2,731 -1,573 Ll 4,220 1,242 14,765 14,765 14,765 14,763
1937 150,343 1,868 ~l, 360 129 6,153 1,360 11,215 13,213 13,215 13,218
1938 190,057 3,358 -1,458 u43 8,045 2,857 15,003 16,003 16,003 16,003
1939 223, 568 3,924 =1, 689 56} 9,490 3,420 1B, S50 18,560 18, 560 18, 560
1940 260,244 4,903 -2,1300 a2 10,712 4,72 23,637 23,637 223,637 23,637
1941 296,665 5, 6u7 =2,881 a6 11,953 5,048 27,391 27,391 17,391 27,391
1942 339,230 7,503 =4,110 718 12,851 6,746 35,368 15,368 35,168 15,368
1943 381,457 8,099 i, 285 1470 14,788 U, 464 33,026 33,026 331,026 33,026
1964 445,065 B, 544 4,094 as7 18, 160 4,050 30, 560 30,560 30, 560 30,560
1945 520,708 8,748 -3,53% 1,668 212,496 3,161 26,869 26,869 26,869 26,869
1946 614,209 8,812 -2,690 3,452 28,020 2,134 21,819 21,819 21,819 28,020
1947 734,261 §,076 -1,73u 5,609 34,979 4,052 20,752 20,753 20,753 34,979
1944 847,745 3,293 =813 7,662 u1,572 u, 683 19,083 19,083 19,083 41,572
1949 971, 601 9,595 121 9,837 48,701 5,069 18,655 19,656 18, 655 48,701
1950 1,101,176 9, 663 1,349 12,361 56,408 4,274 14,251 14,251 14,251 56,408
1951 1,267,258 9,663 1,00% 15,682 66,371 2,088 8,879 8,879 15,682 66,372
1952 1,498,661 9,663 5,222 20,110 79,656 2,109 5,828 5,826 20,110 79,656
1953 1,752,857 9,672 7,856 25,185 95, u39 3,755 4,351 7,956 25,2385 95,499
1954 2,024,909 9,672 10,577 30,826 111,822 1,035 2,544 19,577 30,826 111,822
1955 2,37%,75% 9,672 14,106 37,883 132,993 2,152 98 14,106 37.883 132,993
1956 2,881,247 9,672 19,141 47,953 163,203 1,304 o 1%, 151 47,953 163,203
1957 3,458,074 9,722 2u,858 59,439 197,762 5,525 593 24,858 59,439 197,762
1958 4,028,712 g,812 0,475 70,762 231,910 7,911 1,456 30,475 70,762 231,410
1959 4,601,670 9,812 16,224 87,261 266,408 5,000 0 16,224 82,261 266,408
1960 5,343,303 10,059 43,374 96,807 310,519 10,922 2,989 43,3 96,807 310,53%
1961 6,032,739 10,059 50,259 110,596 351,906 8,380 1} 50,269 110,596 351,506
1962 6,868,107 10,651 58,030 126,711 401,435 15,891 6,936 58,030 126,711 401,435
1983 7,615,127 10,651 65,501 141,652 446,257 13,107 3,653 65,511 141,652 ui44,257
1964 8,514,358 10,651 74,492 159,636 500,210 9,502 24 74,492 159,636 500,210
1945 9,403,015 10,851 85,379 181,409 565,530 13,172 0 85,379  .81,409 565,330
1966 10,730,513 10,786 96,519 203,824 633,045 19,373 1,601 96,519 203,824 633,045
1967 11,856,094 10,786 107,775 226,336 700,580 17,678 Q 107,775 126,336 700, 580
1968 13,152,576 10,786 120,720 252,266 778,369 21,855 & 120,740 252,266 778,369
1969 14,515,678 11,454 133,703 278,860 B59,u87 33,438 8,001 131,703 279,860 559,487
1970 15,830,326 17,012 141,292 299,595 932,808 57,058 59,727 181,292 299,595 932,808
1971 17,005,498 17,209 152,846 322,901 1,003,121 42,453 39,817 152,846 322,901 1,003,121
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Whare Investoent Experience of Separste Account Follows Standard snd Poor'a 500 Stock Indax,
Dividends ReinvesCad, % Parcent Aanual Charge, Ne Pederal Tax Deducted,
O Mele 37 Tradirj,

Policy Yesr baaic Net

1946
1947
1948
1%9
1930
1931
1952
1953
1934
1955
1956
1957
1958
15859
14960
1961
1962
1963
1966
1965
1966
1967
1968
1949
1970
1971

umalative

Pramiumy Claimg

] )
§ 1,520 § 0
5,064 14
9,665 25
16,040 46
26,027 46
35,496 46
51,981 46
72,890 47
95,740 &7
126,652 &7
172,018 &7
225,391 54
279,28 &7
136,179 &7
410,426 104
481,505 lo4
569,510 192
650,298 152
749,631 192
572,064 192
1,001,226 212
1,132,665 212
1,286,628 212
1,451,214 311
1,612, 190 1,137
1,760,131 1,166

Actwal MDBG 1R of Net
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Exhibit Fic

Proposed MDBG Reserve System for FULLY VARIABLE Design

Modal Company Isauing Variabla Whols Life Policiea to Males
Commancing Business in July 1545 With 5100 Million of Issves Incressing lOT Per Year

19

.14

Retroapective Accumulation
Where Annual Allocaticns Are

Premiuga

$

3)

2%, of Net
emlums

Prc

L]

(&)

32
&7

$

vel Resarve Basig
{smounts in thousands of dollera)

Two

Fart Miniosum
feserve

Tethiums

[&]

97
289
554
9L7

1,396
2,084
3,073
4,327

6% of Het One Year Term
3

[

0
172
267
425
237

]

0

14

[+

a

]

aa
216

[}

G44

o
1,031
543
[1]

1]
238
0

[}
1,18%
8,878
$,918

Actual MDBG Rececva

Whers-Annual Allocacions Are

Attained Ags 1% of Net
— Level Pramiums

()

1722
o
453
623
526
309
474
582
911
1,21%
1,673
2,200
2,731
3,295
4,001
4,711
5,503
6,311
7,305
8,528
%,800
11,114
12,655
14,201
14,551
16,436

2% of Mec
Premiums

]

)

172
341
455
623
526
654
994

1,611
1,868
2,486
3,393
4,054
5,528
6,657
8,105
5,526

11,198

12,814

14,801

17,249

15,812

22,441

25,521

28,713

31,119

14,037

6L cf Het

Praoiums
(o)

3,073
4,327
5,598
7,552
10,174
13,470
16,718
20,104
24,522
28,786
33,978
38,826
44,786
52,132
59,861
67,748
76,986
86,762
95,631
104,442
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Exhibit F2d

Proposed MDBG Reserve Syatem for FULLY VARTABLE Design

Hodel Company Lasulng Variable Whoile Life Policies to Maies

Commencing Busloess in July 1915 With $100 Million of Issues Increasing 107% Per Year
Where Investment Experience of Separate Account Follows Standard and Poar's S00 Steck Index,
Dividends Relnvested, % Percent Annual Charge, No Federal Tax Deducted,
oen 1358 €SO Male 3% Traditional Net Level Reserve Basis
ASSUMES 1960 TO 1971 INVESTMENT EXPERIENCE SAME AS 1930 to 1941

(amounts in thousards of dollars)

Retrospective Accumulation
Where Annunl Allocations Are

Policy Cugulacive
Yaar Basic Actual 1% of
Ending Net MDBG Net
July Fremiums Claims Premlums
(1) (2) (3}
1916 % 1,620 8 0§ 16
1917 4,966 2 47
1918 9,818 33 65
L9L9 15,826 33 126
1920 25,231 84 189
1921 35,169 213 138
1922 45,766 220 237
1923 €1,856 240 378
1924 79,768 240 557
1925 102,626 240 787
1926 133,462 240 1,094
1927 171,430 240 1,475
1928 219,974 240 1,959
1929 284,422 240 2,604
1930 380,854 352 3,56
1931 455,222 894 3,659
1932 509,138 3,201 1.891
1933 541,029 4,378 1,033
1934 568,742 6,071 -83
1935 655,665 7,155 -599
1936 734,587 7,614 -268
1937 852,064 7,968 552
1938 984,062 G,23% 602
1939 1,092,002 10,706 214
1940 1,206,886 13,245 -1,176
1941 1,317,857 15,693 -2,518
1942 1,444,735 19,587 -5,53%
1943 1,567,876 21,522 -5,853
1944 1,751,085 22,685 -5,174
1945 1,966,627 23,209 -3,542
1946 2,230,759 23,5432 -1,126
1947 2,567,616 24,066 1,610
1948 2,883,573 24,529 4,206
1949 3,225,975 25,412 £,848
1950 3,581,741 25,587 10,221
1951 4,035,386 25,587 14,767
1952 4,637,770 25,587 20,790
1953 5,354,047 25,610 27,931
1954 6,088,951 25,610 35,27¢%
1955 7,039,368 25,510 44,783
1956 8,392,656 25,610 58,316
1957 9,939,759 25,739 73,658
1858 11,466,788 25,873 88,655
1959 13,001,800 25,973 104,045
1960 14,972,665 29,368 120,358
1961 16,476,179 47,741 117,021
1962 17,547,309 102,944 72,529
1963 18,162,158 136,496 45,125
1964 19,261,197 181,383 11,229
1965 20,330,556 213,48% -10,184
1966 21,799,832 229,252 -11,253
1967 23,973,310 241,810 -2,077
1968 26,401,313 277,136 -123,122
1969 28,371,072 317,383 -21,e72
1970 30,454,301 380,155 -75,612
1871 32,453,544 442,291 -117,755

2% of
Net
Fremiums

(4)

$ 328
97
163
284
441
490
495
997
1,355
1,813
2,429
3,189
4,159
5,448
7,265
8,211
6,982
6,442
5,904
5,958
7,078
¢,073
10,443
11,134
10,893
10,664
8,508
9,826
12,337
16,124
21,182
27,296
33,042
39,108
46,048
55,121
67,168
81,471
56,169
115,177
142,243
173,055
203,363
234,063
270,085
281,783
248,002
226,747
203,841
193,122
206, 745
57,836
25, B0
250,028
228,90
206,780

&% of
Net
Premiums

(5)

97
296

556

917

1,450
1,897
2,526
3,671
4,546
5,918
7,767
10,046
12,958
16,825
22,499
26,420
27,348
28,084
29,854
12,185
16,461
43,156
49,807
54,814
59,168
3,378
66,697
72,541
82,380
94,789
110,412
129,991
148,385
158,147
189,318
215,536
252,579
295,533
339,727
396,752
477,949
570,646
662,035
754,135
868,562
940,870
845,854
53,233
974,289
1,006,344
1,078,738
1,196,588
1,306,943
1,184,881
1,647,103
1,504,922

Two Parc

Mipimum Reserve
Ome Year Attained

Term Age

1/3 Dtop Level

(6} )
$ 183 $ 0
306 18
510 368
400 0
768 365
1,179 1,707
829 877
1,127 844
926 569
507 0
507 0
540 o
507 0
427 a
1,332 1,371
3,08% 6,863
8,123 25,373
4,915 30,401
6,718 19,979
5,315 42,692
3,222 38,297
3,527 34,276
7,435 41,508
8,870 48,135
12,319 61,30%
13,123 71,044
17,977 91,736
11,578 85,661
10,505 79,265
8,200 69,692
5,534 56,594
10,510 53,827
12,148 49,497
15,741 48,390
11,085 36,965
5,418 23,030
5,988 15,112
9,740 11,284
7,871 6,599
5,582 774
8,569 0
14,330 1,537
20,518 3,778
15,563 9
40,102 38,335
78,888 196,438
164,780 502 704
115,061 764,179
Lob, 34n 966,758
124,084 1,087,911
80,5130 1,0314,991
85,871 585,168
161,367 1,146,518
188,441 1,296,845
253,377 1,567,277
268,453 1,774,463

333

Actual MDBG Reserve
Where Annual Allocations Are

1% of 2% of 6%, of
Het Net Net
Premjums Premiums Premiumi

(8) (9 (10}
4 183 183 § 183
306 306 06
510 510 556
400 400 §17
768 768 1,450
1,707 1,707 1,897
877 877 2,526
1,127 1,127 3,471
926 1,355 4,546
787 1,813 5,918
1,094 2,429 7,767
1,475 3,189 10,046
1,959 4,158 12,9358
2,604 5,448 16,825
3,456 7,265 22,499
6,863 8,211 26,420
25,373 25,373 27,348
0,401 30,401 30,401
35,579 39,979 39,979
42,652 42,692 42,692
18,287 38,297 38,297
34,276 34,276 43,156
41,508 41,508 49,807
48,139 48,139 54,814
61,309 61,309 61,309
711,064 11,044 71,044
81,736 91,736 91,736
85,661 85,661 85,661
79,2465 79,265 §2,380
69,692 69,692 94,789
56,59 56,9594 110,412
53,827 5%,827 129,991
49,497 4% 497 148,385
48,390 48,380 168,147
36,965 46,048 18%,318
23,030 55,121 216,536
20,790 67,168 252,679
27,931 81,471 255,633
35,279 26,163 339,727
44,783 115,177 396,752
58,316 142,243 477,949
73,658 173,056 570,648
88,695 NS 662,035
104,045 234,852 754,135
120,358 IO ORRE BoB,u092
196,438 28,782 940,835
502,794 522 704 £.4, 845
764,178 Tha,17% 953,213
966,758 9%6, 758 %6, 758
1,087,911 1,087,911 1,087,911
1,034,991 1,034,991 1,078,738
985,168 985,168 1,196,588
1,146,518  1,14h,518 1,306,943
1,296,845 1,295,845 1,384,881
1,567,277 1,567,277 1,567,277
L,776,663 1,774,463 1,774,463
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Exbibit Fie

Proposed MDBG Reserve System for EQUITABLE TYPE Design

Model Company Issuing Variable Whole Life Folicies to Malee
Commencing Business in July 1915 With $100 Milllon of Issues Increasing 10% Per Year
Where Investment Experisnce of Separate Account Follows Standard and Poor's 500 Stock Index,
Dividendz Reinveated, 4 Percent Anmual Charge, No Federal Tex Deducted,
on 1958 C80 Male 3% Tradliticnal Net Level Reserve Bagis

(ammunts in thousande of dollars)

Retrospective Actual MDBG Reserve
Accurnvlation Where Two Part Where Annual
Policy Curmlative Annnal Allocstions eve Minimm Rezerve Allogetions are
Yesr Baslc Actual  0.2% of  0.0% of 2% of One Year Attmined 0.2% of  0.W% of % of
Ending Net MDBG Net Ret Net Tern Age Net: Ret: Het

July Premiums Clalms Premiums Premiums Premiums 1/3 Drop Lavel Premiums Premiums Premiums
1] {2} (3) ] (5) (6} 53] {8) [€)] (10)

1996 § 1,620 3 o § 104 6 $ R 2 4 o 8 3 4 & 32
1917 4,736 0 10 19 a o pu R 19 G5
1518 9,L08 3 16 15 186 30 3 £ k] 186
1619 15,727 3 26 60 312 2 s} 29 [0} 312
1920 23,800 5 42 20 k71 70 2L 70 el 471
1921 33,752 30 37 105 &45 133 22l 22h 224 6L5
1522 5,72 0 &2 153 885 11 153 835
1923 59,874 0 89 209 1,167 12 [5 142 2c9 1,167
1924 76,379 30 123 276 1,498 1b 0 123 276 1,458
1%5 95,4 kv 161 352 1,879 10 0 161 352 1,879
1926 117,273 30 2ch k39 2,315 b 1] 0 20k L3g 2,315
1927 1h2,129 30 255 539 2,813 9 0 255 539 2,813
1928 170,277 30 310 651 3,375 3 0 310 651 3,375
1929 202,018 30 a7k 778 2010 0 0 37k 778 L,010
1530 237,683 EE 438 93 4,718 101 91 438 513 4,716
1931 277,638 133 Loy 978 5,L20 551 L0 %0 978 3,420
1932 322,285 1,006 -382 263 5,420 2,259 6,25 6,256 6,256 6,256
1933 72,065 1,195 -bsk 2% 6,2k 1,202 5,607 5,607 5,607 6,243
193k h27 476 1,554 -699 155 »9 1,9%7 7,075 7,074 7,074 7,074
1935 9, 1,606 -628 350 8,175 1,208 5,926 5,926 5,926 8,175
1936 557,377 1,606 kgL &k 9,5h2 158 1,727 1,727 1,727 9,5k
1937 33,117 1,606 -3k0 926 11,056 111 Q e 11,056
1538 716,986 1,643 -209 1,225 12,697 1,609 415 1,609 1,609 12,697
1939 809,776 1,595 - 1, 14,500 2,146 2,146 2,146 14,500
1940 912,357 2,128 30k 1,521 16,119 3,787 3,350 3,787 3,787 16,119
1941 1,025,688 2,445 -393 1,658 18,060 3,567 ,613 ,613 4,613 18,069
1g42 1,150,822 3,648 -1,347 955 16,368 6,074 9,71 9,717 9,717 19,368
1943 1,238,919 3,648 -1,070 1,508 22,131 2,734 3,99 3,9 3,938 22,131
1544 1,4h1,255 3,648 -7 2,117 25,177 1,976 590 1,976 2,117 25,117
1955 1,609,233 3,648 -log 2,789 28,537 48 ] ] 2,789 28,537
1546 1,79%,399 3,648 -59 3,530 32,2h0 2 Q 62 3,530 32,240
1547 1,998,452 3,662 335 »338 36,307 ™G 166 7h6 ,332 36,307
1548 2,P23,262 3,674 T2 5,219 40,791 1,108 211 1,106 5,219 ko,791
1949 2,470,886 3,697 1,245 6,187 45,721 2,190 408 2,190 6,187 45,721
1950 2,743,588 3,897 1,790 7,277 51,174 0 1,750 72277 51,174
1,51 3,043,858 3,697 2,390 8,478 57,180 25 o 2,350 3,478 57,180
1952 3,374,368 3,697 3,052 9,801 63,79 109 Q 3,052 2,801 €3,792
1953 3,738,336 3,697 3,779 11,25 71,069 510 0 3,779 1,25 71,069
1954 L,138,874 3,697 L, 580 1z,858 79,080 225 o 25 12,858 79,080
1955 4,579,698 3,697 5,453 14,622 87,897 0 o] 5,463 14,622 87,897
1956 5,06k ,822 3,697 6,k32 16,562 97,599 11 o 6,432 16,562 97,599
1957 5,598,661 3,897 7,501 18,668 108,277 703 79 75301 18,698 108,277
1 6,156,073 3,697 8,675 21,087 120,00k 1,610 158 8,675 21,047 120,02k
1959 6,832,401 3,607 9,568 23,633 132,951 1 o 9, 23,633 132,951
1060 7,543,524 3,738 11,349 26,436 147,132 2,827 by 11,3ke 26,436 1b7,132
1961 8,325,909 3,738 12,51k 25,566 162,781 1,712 6 12,01k 29,566 162,731
1962 9,186,670 3,867 14,507 32,880 179,867 6,215 1,424 14,507 32,880 179,867
1963 10,133,634 3,867 16,ho1 36,668 198,806 b, 1ko o 16,401 36,658 193,

196hk 11,175,410 3,867 18, L8k 50,835 219,642 1,451 0 18,484 ho,835 219,642
1965 12,321,470 3,867 20,775 L5419 242,563 3,249 0 26,776 h5,h19 2h2,563
1966 13,582,732 3,867 23,29 50,468 267,778 7,213 358 23,298 50,462 267,778
197 14,969,157 3,867 26,072 56,010 295,517 L,576 21 26,072 5,010 295,517

1969 18,177,189 3,99 32,351 60,697 359,863 16,157 1,533 30,351 68,607 350,466
1970 zo,9,k21 4,929 33,130 73,k 39nM60  I7,ak psaaBE 37.AMk 73,169 393.k60
1971 20,050,332 6,925 37,171 81,272 Lak,ory 21,762 5,791 37,171 81,272 kab,o77
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Exhibit b
Propaned MDBG Retetva System For EQUITABLE TYPE Dasign

Kodal Compuny Essuing Variabla Whols Life Policies cto Males
Commancing Buainess in July 1925 Wich 5100 Million of Ieages Incrsasing l0%Z Pear Year
Whars Iavearsent Experience of Separate Accouot Follows Standacd snd Poor's 500 Stock Index,
Dividends Reinvested, § Percent Annusl Charge, No Fed Tix Deductad,

on 1958 €S0 Male 3% Traditional Nat Level Resarve Basis

{aoounts in thousandd of dollars)

. Ratrospective Aecumulation Tvo PArt Minimum Actual MDBL Regparve
J Cwmilative Whers Aonual Allocationa hre Kaderve Kheres Annual Allocations Are
Policy Yadr Basic Net Actual MDHY 0.2% of Net 0.47 of Net 2% of Het Ona Yekr Torm Attalined Age 0.2% of Het 0.4% of Net 27 of Fat
Ending July PBremiums Cluims Pramiums Fremiuma Fremiums 1/3 Drop Leval Temiums Erewiuns Iramiume
[¢} [£3] 3} [3) [ (6) 7) ®) 9) {10}
1926 $ 1,620 -3 1] 3 3 ! 6 L] a2 L ] 1 $ Q 3 3 § 6 q 2
1927 4,736 Q b o] 15 L +] 4 0 10 13 95
1928 9,408 o ' 19 28 18¢ 1 Q 19 38 189
1929 15,727 o 32 63 315 [+] 0 iz 63 315
1930 23,800 3 Lo 92 473 k1] 35 44 92 473
1931 33,752 40 a7 95 633 13 s 155 335 635
1932 45,724 177 -B% ] 738 322 1,264 1,284 1,264 1,264
1933 59,874 234 -11% 5 963 242 1,456 1,466 1,466 - 1,466
19% 76,379 332 -179 ~26 1,196 353 1,%09 1,909 1,909 1,909
1935 93,438 352 ~161 30 1,557 n 1,79 1,79 1,79 1,79
1936 117,273 352 ~118 117 1,933 58 654 534 £54 1,993
1937 142,129 52 ~67 217 2,491 43 o 43 217 2,491
1938 170,277 366 =25 15 3,039 484 160 484 486 3,03%
1939 202,018 386 18 §22 3,654 642 301 &4l 642 3,654
1940 237,683 366 =70 405 4,208 1,028 1,258 1,258 1,258 %,208
1941 277,638 666 =110 445 4,887 1,121 1,72 1,742 1,742 4,887
1942 322,285 1,070 =426 219 5,37 1,651 3,502 3,302 3,502 5,376
1943 372,068 1,070 ~326 Al 6,371 897 1,518 1,518 1,518 6,371
194 427,476 1,070 ~215 £43 7,480 696 227 & & 7,480
1945 489,046 1,070 =52 13 &7 189 0 189 886 8,711
196 557,377 L,070 45 1,160 10,078 24 0 &5 1,150 10,074
1947 633,117 1,076 190 1,456 11,5686 288 64 288 1,456 11,586
1948 116, 986 1,081 353 1,787 13,259 426 a 426 1,787 13,259
1949 809,776 1,090 529 2,149 15,105 Bl 158 84k 2,149 15,105
1850 912,357 1,080 T34 2,539 17,157 342 Q 734 2,559 17,157
1951 1,025,682 1,090 362 3,013 19,424 10 ] 62 3.013 19,424
1952 1,150,821 1,090 1,211 3,513 21,926 42 4] 1,211 3,513 21,926
1953 1,288,918 1,090 1,488 4,066 24,689 197 1] 1,488 4,066 24,689
1954 1,441,235 1,050 1,792 4,675 27,735 87 o 1,792 4,675 27,735
1955 1,609,232 1,050 2,129 5,347 31,095 0 (] 2,129 5,347 31,095
1956 1,794,399 1,050 2,499 6,088 34,798 43 0 2,499 &,088 34,798
1957 1,998,452 1,0%0 2,907 6,504 34,879 271 L) 2,507 6,904 38,875
1958 2,223,252 1,090 3,356 7,803 43,375 a2l 76 3,356 7,802 41,375
1959 2,470,886 1,050 3,852 8,754 48,328 263 - [} 3,852 9,7% 48,118
1960 2,743,588 1,106 4,381 9,868 53,763 1,090 160 4,381 9,868 53,765
1961 3,043,858 L, 306 4,981 11,069 39,7 660 o 4,981 11,069 59,771
1962 3,376,436 15156 5,593 12,342 66,333 2,396 549 5,593 12,342 36,333
1963 3,738,336 1,156 6,320 13,797 73,610 1,596 1] 6,320 13,797 73,610
1984 4,138,874 1,156 7,121 15,399 a1,621 559 o 7,121 15,399 81,621
1965 4,579,633 1,156 &,004 17,163 90,438 1,253 o 4,004 17,163 a0 ,438
1966 5,064,822 1,136 8,973 19,103 100, 140 2,781 138 8,973 19,102 100,140
1967 5,598,661 1,156 10,042 21,239 110,818 1.912 8 10,042 21,239 110,818
1968 6,186,073 1,156 11,218 23,588 122,585 2,766 [\] 11,218 23,338 122,365
1959 6,832,401 1,206 12,459 26,124 135,442 6,229 591 12,459 26,124 135,442
1970 7,543,524 2,337 12,750 27,837 148,532 14,321 9,709 14,321 27,837 148,333

1971 £,325,909 2.3 14,315 30,967 164, 182 8,390 2,233 14,315 30,957 164,182
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Exhibit F3c

Proposed MDBG Reserve System for EQUITABLE TYPE Design

Model Company Issuing Variable Whole Life Policies to Males
Commencing Business in July 1945 With $100 Million of Issues Increasing 10% Per Year
Where Investment Experience of Separate Account Follows Standard and Poor's 500 Stock Index,
Dividends Reinvested, % Percent Annual Charge, No Federal Tax Deducted,

on 1958 €S0 Male 3% Traditional Net Level Reserve Basis

Policy

Cumulative

(ameunts in thousands eof dollars)

Retrospective

Accumulation Where
Annual Allocations are

Year
Ending

July

Basic Actual

Net MDBG

Premjumg Claims

0.2% of 0.4% of 2% of

Two Part
Minimum Reserve
One Year Attained 0.2% of 0.47 of

Actual MDBG Reserve
Where Annual
Allocations are

Apge

1946 §
1947
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1365
1966
1967
1968
1969
1970
1971

(1) (2)

1,620 $ 0
4,736
9,408

15,727
23,800
13,752
45,724
59,874
76,379
95,438
117,273
142,129
170,277
202,018
237,683
277,638
322,285
172,068
427,476 12
489,048 12
557,377 12
633,117 12
716,986 12
809,776 19
912,357 187
1,025,688 187

-
MRV WWWWWLWwo wo Wi -

$

(7)

[SC I

N -

[ o
OO OCOHOPORNUVLOEDOOOOOWMNWYD

—
I
£
w o

Net Net Net Term
Premium Premium Premium 1/3 Drop Level

(&)) (4} (5) (6)
34 6 8 32 % 2
9 18 94 13
17 36 187 25
29 60 312 45
44 92 473 37
64 132 672 1
89 180 912 6
116 236 1,19 29
150 303 1,525 13
188 379 1,908 0
231 466 2,342 ]
282 L66 2,840 40
337 678 3,402 92
401 805 4,037 39
471 946 4,749 162
551 1,106 5,548 98
632 1,277 6,434 356
732 1,476 7,429 237
843 1,698 8,538 83
966 1,944 9,769 186
1,103 2,218 11,136 413
1,254 2,520 12,4650 285
1,422 2,856 14,328 411
1,600 3,220 16,176 926
1,637 3,462 18,060 2,129
1,865 3,916 20,327 1,247

331

-

2% of
Net Net Net
Premium Premium Premium
{8) (9 (10)
3 3 6 § 32
13 18 94
25 36 187
45 60 312
44 92 473
b4 132 672
89 180 912
116 236 1,19
150 303 1,525
188 379 1,906
231 466 2,342
282 566 2,840
337 678 3,502
401 805 4,037
471 946 4,749
551 1,106 5,548
632 1,277 6,434
732 1,476 7,429
843 1,698 8,538
966 1,944 9,769
1,103 2,218 11,136
1,254 2,520 12,650
1,422 2,856 14,328
1,600 3,220 16,176
2,129 3,462 18,060
1,865 3,916 20,327
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Exhibit F3d

Proposed MDEG Reserve System for EQUITAELE TYPE Design

Model Company Issulng Vardable Whole Life Policies to Males
Commencing Pusiness in July 1915 With $100 Million of issues Tncreasing 109 Per Year
Whare Investment Experience of Separate Account Follows Standard and Poor's 500 Stock Index,
Dividends Reinvested, —’5 Pergent Annual Charge, No Federal Tax Deducted,
on 1958 €30 Mele 3% Traditional Net Level Beserve Basis
ASSUMES 1960 TO 1971 INVESTMENT EXPERIERCE SAME AS 1930 to 1641

{amounts in thousands of dollars)

Retrospective Actusl MDBG Reserve
Accurnalation Where Two Part Where Anoual
Poldcy Cumulative annual Allccations are Minimm Reserve Allocaticns are
Yaar Ragic Actual 0.2% of 0,59 cf 2% of Cne Year Attained 0,2% of C.L% of 2% of
Ending Net MDBG Net Net Net Term Aga Net Net Net
July Premiums Claims Premiums  Premiums  Premiums 1{% Drop Level Premiwme  Premimms  Premiums
1; {2} (3} &3] [£:0] [€)) 10}

916§ 1,620 & 0 $ 2 % o % 3 0§ 6 % 32
1917 b,736 o] 13 0 95
1918 G,L08 3 30 3k 186
1915 15,727 3 21 o 312
1920 23,800 5 70 2k 471
1521 33,752 30 133 22k 6L5
1522 45,724 30 8k i} &8s
1923 59,874 30 12 o] 1,167
1924 76,379 30 114 o 1,h98
1925 95,438 30 10 o] 1,879
1526 117,273 30 10 0 2,315
1927 1h2,126 30 9 o 2,83
1928 170,277 30 3 s 3,375
1626 202,018 30 0 o] i, 010
1930 237,683 38 101 91 4,716
1931 277,538 133 551 920 5,420
1932 325,585 1,026 2,259 6,256 6,256
1933 72,568 1,198 1,298 5,607 6,243
1934 427,476 1,554 LT 7074 7,074
1935 439,048 1,606 1,208 5,926 8,173
1936 557,377 1,606 158 1,727 9,542
1937 633,117 1,606 11 o 11,056
1938 716,586 1,543 1,609 415 12,657
1939 809,776 1,695 2,146 781 14,500
1940 $12,357 2,20 3,787 3,350 16,139
1gh1 1,025,688 2,L4s5 3,567 4,613 18,069
1642 1,150,822 3,648 6,074 9,717 15,558
1943 1,288,519 3,648 2,734 3,93 22,131
19kl 1,441,255 3,648 1,976 550 29,117
1945 1,608,233 3,648 LBg 0 58,557
1946 3,645 62 0 32,850
1947 2,662 746 166 3,307
1948 3,674 1,106 211 40,791
1949 3,697 2,180 Lod 45,721
1950 3,597 888 0 51,17k
1951 754 3,597 25 o 57,180
1952 5 3,60 105 0 3,72
13953 £ 3,847 510 0 71,088
1954 k- f 225 0 9,080
1955 Gy 0 0 &7 By
1956 g 11 0

1957 G681 703 79

1958 L) 1,610 158

1959 Jho &Rl 0

1960 E 5,94 5, Hd

1961 18,74% 36,871

1962 60, TR 153,931

1963 33,187 168,508

196k 46,590 215,056

1965 32,751 206,122

1966 9,751 116,208

1967 4 %, 7,815 LY 780 g
1968 745 271,583 41,25hL 5h, 676 2,58
1969 10,922 301,693 51,601 66, 51 : 301,643
1970 4,109 324,420 0,818 125 i 12594 fh 0 3h h20
1971 599 353,40 By,922 159,510 159,510 159,51 353,40k
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Exhibit Gla

Effect on Gains of Proposed MDBG Reserve System for NEW YORK LIFE Design

Model Company Issuing Varieble Whale Life Policies to Males
Comnanc ing Business in July 1915 With $100 Million of Iesues Increasing 10% Per Year
Where Investment Experience of Separate Account Follows Standard and Poor's 500 Stock TIndex,
Dividends Reinvested, % Percent Anrnual Charge, No Federal Tax Deducted,
on 1958 €30 Male 3% Traditional Net Level Reserve Baais
{amounts in thousands of dellars)

Policy Year charge (+) or Credit (-) Due to Additional Charge (+} or Credit (-)

Ending Retrospecrive Accumulation Where Lue to Two Part Minipums-Ressarve . Total Charge (+) or Credit (=)
July Annual Allocations Are Where Annual Allocationa Are Where Annual Allocations Are
1% of Net 2% of Met 4% of Ner 1% of Net 2% of Net 4% of Net 1% of Net 27 of Net 4% of Net
gremlums Premiums Premiums :remiu.ms gremiums Prapjuns Premiumsa Premiwma Premiums
[ 2) (3 “) 3 {8 (&) &) )
1916 5 16 $ 32 $ 64 § 132 3 116 s B4 L] 148 ] 148 $ 148
1917 32 63 126 : 54 23 -4¢ 86 a6 46
1913 46 93 186 129 82 =11 175 175 175
1919 &4 127 234 -126 -189 =33 -62 -62 221
1920 ac 161 322 248 167 Q 328 328 322
1921 99 199 398 Jéo 260 Q 459 459 398
1922 120 239 478 -390 =459 ] =270 =220 478
1923 141 283 566 159 ] 0 360 233 566
1924 16€ 331 662 -250 0 Q -84 331 662
1925 151 381 762 =116 [1} 1} -125 381 762
1926 217 436 872 o] o] 0 217 436 872
1927 250 498 996 0 0 0 250 498 996
1928 281 563 1,126 [} 0 0 281 563 1,126
1929 317 634 1,268 1] 0 0 kb i) 634 1,268
1930 357 714 1,428 1} 0 1] 357 714 1,428
1931 4Q0 799 1,598 2,070 0 1} 2,470 7499 1,5%¢8
1932 2,226 853 1,786 5,668 6,295 0 7,894 7,188 1,786
1933 591 993 1,990 =2,706 ~3,110 0 -2,115 -2,115 1,990
1934 1,282 1,109 2,218 1,400 1,572 0 2,682 2,682 2,218
1935 40 1,231. 2,462 -2,082 -3,273 0 -2,042 -2,042 2,462
1936 0 1,367 2,74 -3,252 -1,485 .0 -3,252 -1l18 2,73%
1937 1] 1,514 3,028 341 1] 0 341 1,514 3,028
1938 539 1,678 3,356 5,514 68 4 6,053 1,746 3,156
1939 643 1,856. 3,712 1,192 =21 0 1,835 1,835 3,12
1940 1,617 2,051 4,102 4,000 3,566 0 5,617 5,617 4,102
1941 988 2,267 4,534 241 -1,038 o 1,229 1,229 4,534
1942 3,826 2,502 5,004 4,621 5,948 ¥ 8,450 8,450 5,004
1643 o 2,762 5,524 -8,093 -8,523 0 -8,003 -5,761 5,524
1944 a 3,047 6,094 -1,218 o Q -1,218 3,047 6,094
1945 1,561 3,360 6,720 -4,929 0 o -3,368 3,360 6,720
1946 1,851 3,703 7,406 -2,767 0 0 =916 3,703 7,406
1947 2,040 4,081 8,162 2,941 0 0 4,981 4,081 8,162
1948 2,248 4,496 8,992 -263 3] 0 1,955 4,596 8,992
1949 2,477 4,953 9,906 2,124 ° d 4,601 4,952 9,906
1950 2,727 5,454 10,908 -4,772 a 0 ~2,045 5,454 10,908
1951 3,002 6,005 12,010 ° o ° 3,002 6,005 12,010
1952 3,307 6,612 13,224 0 ) a 3,307 5,612 13,224
1953 3,635 7,278 14,556 a o 0 3,639 7,278 14,556
1954 4,004 8,010 16,020 a 0 a 4,004 8,010 16,020
1855 4,409 8,817 17,624 0 a 0 4,408 8,817 17,634
1956 4,851 9,702 19,404 0 0 0 4,851 9,702 19,404
1957 5,338 10,677 21,354 a 0 0 5,338 10,677 21,354
1958 3,874 11,748 23,496 0 0 0 5,87 11,748 23,496
1959 6,464 12,927 25,854 9 9 0 6,464 12,927 25,854
1960 7,111 14,222 28,444 a 0 a 7,111 14,222 28,444
1961 7,824 15,648 31,296 a 0 0 7,824 15,648 31,296
1962 8,607 17,215 34,430 Q Q 0 8,607 17,215 34,430
1963 9,471 18,940 37,880 1} 0 1} 9,471 18,940 37,880
1964 10,417 20,835 41,670 0 0 0 10,417 20,835 41,670
1965 11,460 22,921 45,842 Q a 0 11,460 22,921 45,842
1966 12,609 25,216 50,432 0 1] 1] 12,609 25,216 50,432
1967 13,868 27,718 55,476 1} 0 0 13,868 27,738 55,476
1968 15,257 p,514 51,028 0 0 0 15,257 30,514 61,028
1969 16,784 33,547 67,134 0 0 a 16,784 33,567 67.134
1970 18,462 36,924 73,848 7,017 0 0 25,459 36,924 73,848
1971 20,310 40,619 81,238 -¥,017 1] 0 13,313 40,619 81,238

Note: In subdividing charges and credlts berween those due Lo the retrospective accumulation and those due to Che two
part minimum veserve, we have assumed that even without the two part minimum reserve, the retrospective sccumulatien
would net be permitted to bhe negative. Therefore, the charge or credit due tte the retrospective accumulatien equals
the year's MDEG claims plus the year's iacrease or decrease in the retreospective accumulaCion with any negative
accunulation taken as zero for this purpose. The total charge or credit equals the year's MDBG claims plus the
year's increase or decrease in the actual reserve held so that rthe additionsl charge or credit due to the two part
winimum is the difference.
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Exhibic Glb
Effact on Galns cf Proposed MDRG Reserve System for NEW YORK LIFE Deasign

#Model Compsny lssuing Variable Whole Life Policies to Males
Cotmpanc ing Business la July 1923 With $100 Million of Issues Increasing 10X Per Year
Where Investment Experience of Separate Account Follews Standard and Pogr's 500 Stock Index,
Dividends Aeinveated, 4 Percent Annual Charge, No Federal! Tax Deducted,
on 1958 €S0 Male % Tradirional Net Level Reserve Basis
(amounts in thousands of dollars)

Charge (+) or Credit (-) bue Additional Charge (+) or Credir (-)

to Rerrospective Accumulation Due to Two Part Minimum Remarve Total Charge (+) ot Credit (-)
Policy Where Annual Allocationa Are Where Annual Allocations Are Whers Anvual Allocarions Are
Yesr 1% of 2% of Wk of 1% of 2% of &% of 1% of % af 4% of
Ending Net Nat Net Her Net Net Net Ket Net
July Premiums Premiums Premiums Promiums Premiums Premiume Premiums Premiums Premiums
(1) (2) (3) (4} {5) (6} (7} (8} (%)
1826 $ 16 % iz 0§ 64 $ 134 $ 118 $ a6 § 15 § 150 $ 150
1627 32 63 126 0 -31 -86 32 a2 40
1928 ] 93 146 -49 -87 o] -3 & 186
1929 64 127 254 -81 0 0 -17 127 254
1930 80 161 322 337 103 o] 417 264 322
1931 147 199 398 682 610 58 829 a29 456
1932 820 530 478 655 9465 997 1,475 1,475 L,475
1933 172 172 566 ~559 =599 ~593 -427 427 =427
1934 322 322 662 467 447 127 18% 789 78%
1935 i5 210 162 -413 -608 -189 -398 -198 573
1936 Q 436 ar2 -724 -938 0 -124 -502 872
1937 [} 498 996 146 v o] 146 498 996
1938 208 563 1,126 1,686 757 0 1,894 1,320 1,126
1939 164 8§34 1,268 N A -16 V] 608 608 1,268
1540 661 714 1,428 1,096 1,043 0 1,757 1,757 1,428
1941 364 799 1,598 139 -2%96 9 503 501 1,598
1942 1,273 893 1,786 L,&l5 1,795 0 2,688 2,688 1,786
1943 0 985 1,9%0 -2,332 -3,273 o] -2,332 -2,278 1,990
1944 1] 1,109 2,218 - 249 1] 0 =249 1,109 2,218
1945 507 1,231 2,462 -1,601 Qo ¢} -1,094 1,231 2,462
1946 683 1,3e7 2,734 -1,153 0 a =470 1,367 2,734
1947 757 1,514 3,028 1,288 0o Q 2,045 1,514 3,028
1948 839 1,678 3,356 -85 0 o] 754 1,678 3,356
1949 928 1,856 1,712 840 o o 1,768 1,856 3, n2
1950 1,025 2,051 4,102 -2,043 Q 0 ~1,018 2,051 4,102
1951 1,134 2,267 4,534 0 4] 0 1,134 2,267 4 534
1952 1,251 2,502 5,004 Q 0 o 1,251 2,502 5,004
1953 1,381 2,762 5,524 0 Q 0 1,331 2,762 5,524
1954 1,523 3,047 6,094 o] o 0 1,523 3,047 6,004
1955 1,681 3,360 6,720 0 o] 0 1,681 3,380 6,720
1956 1,851 3,703 7,406 0 0 0 1,851 3,703 7,406
1957 2,040 4,081 8,162 o] o] 1] 2,040 4,081 8,162
1958 2,248 4,496 8,992 0 0 0 2,248 4,496 8,992
195% 2,477 4,95) 9,906 0 0 1] 2,477 4,953 9,906
1960 2,727 5,454 10,908 0 0 0 2,727 5,454 10,9c8
1951 3,002 6,005 12,010 i} 0 ] 3,002 6,005 12,010
1962 3,307 6,612 13,224 0 0 0 3,307 6,612 13,224
1963 3,639 7,278 14,556 a a s} 3,639 7,278 14,556
1964 4,004 8,010 16,020 a] a 0 4,004 8,010 16,020
1945 4,409 8,817 17,634 0 Q o 4,409 8,817 17,634
1966 4,851 9,702 19,404 0 0 "] 4,851 9,702 19,404
1957 5,338 10,877 21,354 1] 0 o 5.338 10,677 21,354
1968 5,874 11,748 23,496 ja] o] 0 5,874 11,748 23,496
1969 6,464 12,927 25,854 0 0 o 6,464 12,917 25,854
1670 7,111 14,222 28,444 3,227 0 a 1¢,338 16,222 28,444
1871 7,824 15,648 a1,29¢ -3,227 0 o -19,285% 15,648 31,296

Note: In subdividiag charges and credics between those due ro the Terraspactive accumularion and those
due to the two part minimum reserve, we have assumed that even without the two part minimum reserve,
the retrospective accumulation would not be permitted to be negacive. Therefore, the charge or
credit due to the retrospective accumulation equals the vear's MDBG claims plus the year's Increase
ot decrease in the retrospective accumulatlon with any negative accumulation taken as zero for this
purpose, The rotel charge or credit equals the year's MDBG claims plus rhe year's increase or
decrease In the actual reserve held so that the additional charge or credit due ta the tWwo part
minimum ia the difference.
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Exhibit Glc
Effect on Gains of Propoasd MDB; Reserve System for NEW YORK LIFE Deaign

Model Company Issulng variablie Whole Life Policies to Mzles
Commenclng Business in July 1945 With $100 Million of Issues Increasing LOX Per Yeaar
Wherea Investment Experience of Separdte Account Follows Standard and Poor's 500 Stock Index,
Dividends Reinvested, ¥ Percent Annual Charge, No Federal Tax Deducted,
on 1958 €SO Male 3% Traditional Net Level Reserve Basis
{amouynt® in thousands ci dollara)

Charga (+) or Credit (-} Due Additional Charge (+) or Credit (-}

co Retroapective Accumulation Due to Two Part Minimum Resecrvae Total Charga (+) or Credit (-)
Policy Where Annuai Allocations Are Where Annual Allocations Are Where Annusl Allocations Are
Year 1% of 2% of 4% of 1% of 2% of 4% of i% of 2% of 4% of
Ending  Net Net Ret Net Nat Net Net Net Net
July Premiums Premjums Premiums Premiums Premiums Premiums Premiums Premiums Premiums
¥ 2> [&B) [{3] (5) (6) [£)) (82 [€2)

1948 $ 16 5 12 $ b4 $128 $112 $ 80 $ 1ub $ 14 $ 1ua
1947 32 63 126 22 &1 -2 124 124 124
1948 46 93 185 36 ~11 -78 82 B2 108
1949 64 127 254 72 9 o} 136 136 254
1950 80 161 3z2 =127 =171 4] =47 ~10 322
1951 99 199 358 -201 0 o =102 199 398
1952 120 239 478 0 0 [+ 120 239 78
1953 141 283 566 0 0 0 141 283 566
1954 166 331 662 0 0 0 166 in 662
1955 191 381 762 D 0 0 191 351 762
1956 217 436 ar72 bJ 0 o nz 416 872
1957 250 458 996 0 0 0 230 498 996
1958 281 563 1,126 0 0 1] 281 563 1,136
1959 a7 63u 1,268 0 o} V] nz 634 1,268
1960 357 714 1,428 0 0 o 357 batt 1,428
1961 400 799 1,598 0 0 o 400 799 1,598
1962 L6 893 1,786 0 0 o 121 893 1,786
1963 ugz 995 1,990 o 0 0 97 955 1,9%0
1964 555 1,109 2,218 o ] o 555 1,108 2,218
1965 516 1,231 2,462 0 0 o] 616 1,231 2,462
1966 683 1,367 2,736 o V] i) 583 1,387 2,734
1967 757 1,514 3,028 o 0 o 757 1,514 3,028
1968 839 1,678 3,356 0 4] o LELS 1,678 3,356
1969 928 1,856 3, N2 0 0 o 928 1,856 3,712
1970 I,025 2,051 b,102 1,918 4] o 2,943 2,051 4,102
1871 1,134 2,267 4,534 -1,918 o o ~784 2,267 4,534

Note: 1Imn subdividing charges and credits between those due to the retrospective accumulation and those
due to the two part minimum reserve, we have assuted that even without the two part minimum resarve,
the retroapective accymulation would not be permitted to be negative. Therefore, the charge or
credit due to the retrospaerive accumulation equals the year's HDBG ciaims plus the year's increase
or decredse in the retrospective sccumulation with any negative accumulation taken as zero for this
frpose. The total :harge or ¢redit equals the year's MDBG claims plus the year's increase or
decrease in the actual reserve held so that the additional charge or credit due to the two part
minfruym is the difference.
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Eshioit c1d

Effect on Galns of Propoaed MOAG Hegerve System for HEW YORK LIFF Design

Mecdel Corpnny lasuing Variable Whole Life Policies to Malea
Comnencing Ausinesaa in July 1915 With $100 Million of Tszeues Increasing 107 Par Year
Where Iovestment Experience of Separate Account Follows Standard and Foor's 500 Stack Index,

Dividends Reinveated, % Percent Annual Charge, No Federal Tax Deducted,

on 1958 €50 Male 37 Traditional Nat Level Regerve Haais

ASSUMES 1960 TO 1971 INVESTHMENT FXPERIENCE SAMT_AS 1930 T0 1941

(amounts iu thoumands of dollare)

Additional Charge (+) or Credit (-)
Due to Two Part Minimum Regerve

341

Total Charge (+) or Credlt (-)
Where Annual Allocetions Are

4% of Net 1% of Net 2% of Net 47 of Net
Preoiumns Premiuma Premiume Premiums
(8) (7} (8) )
$ 84 3 148 4 148 § 148
-4Q 86 86 a8
~11 175 175 175
=33 -62 =62 221
0 328 28 3122
0 459 459 358
v} «270 =220 L78
a V)] 283 566
v} ~B4 i 662
[} ~12% 381 762
¢ 17 436 §72
0 250 498 @86
0 281 563 1,126
0 37 634 1,268
4] as7 ) 1,428
2 2,470 799 1,508
0 7,894 7.188 1,78%
0 -2,115 =2.115 1,990
0 2,682 2,682 2,218
0 -2,042 =2,042 2,467
L] =3,252 ~118 7,734
[+] 341 1,514 3,008
c 6,053 1,746 3,356
1] 1,835 1,835 3,712
] 5,617 5,617 4,102
o 1,229 1,229 4,534
] 8,450 8,450 5,004
c ~8,0603 -5,761 5,524
o -1,218 3,047 £,054
o -3,368 3,260 £,720
[} -915 3,703 7,406
o] &,981 4,081 8,162
o] 1,955 4,456 8,991
o] 4,601 4,953 5,306
[} 2,045 5,454 19,308
o 3,002 6,065 12,010
0 3,307 6,612 13,224
o 3,639 7,278 14,556
0 4,004 8,010 15,020
[} 4,409 8,817 17,634
o} 4,851 9,702 19,404
o 5,338 10,677 21,354
0 5,874 11,748 23,496
0 6,464 12,927 25,854
o 7,111 15,222 28,444
¢ 60,425 15,648 31,296
0 178,355 147,697 34,430
1] -~21,58¢% ~21,58% 37,880
i) 49,283 49,283 41,670
Q -9, 658 -9,658 45,842
0 ~88,621 =60,606 50,432
o -7,7% 27,738 55,476
Q0 116,810 53,323 61,028
o 35,439 34,630 67,134
o 111,255 111,255 73,848
o 29,174 29,174 81,238

Zoding Retroapective Accunulation Where
wJuly Annual Allocationa Are {there Ancual Allocationm Are
1% of Net 27 of Wet 47 of Net 17 of Net 22 of Net
Premiumg Premiums  Premiume Premiume  Premiumns
1) {2} (3} (4} (5)
1916 ] 16 $ 32 § &4 $ 132 & 116
1917 32 63 126 5S4 23
1918 44 93 186 129 82
1919 B 127 254 =126 -189
1920 80 161 322 248 167
1921 59 199 98 360 260
1922 120 239 478 -390 -4 59
1923 141 283 566 159 [}
1924 166 331 652 -250 o
1925 191 a8l 162 =316 [}
1926 217 436 872 0 Q
1927 . 250 498 996 o 0
1528 2g1 563 1,126 2] 1]
1925 317 634 1,268 13 L]
1930 357 714 1,428 0 i}
1531 400 799 1,558 2,070 0
1932 2,225 il 1,78% 5,668 6,295
1933 591 §95 1,980 -2,706 -3,110
1934 1,282 1,109 2,218 1,400 1,573
1935 &40 1,231 2,462 -2,082 =3,273
1536 0 1,367 2,734 -3,252 -1,485
1337 o] 1,514 3,028 341 Q
1938 539 1,678 3,3%6 5,514 68
1935 643 1,885 3,712 1,192 -21
1949 1,617 2,951 4,102 4,000 3,566
1951 9838 2,267 4,534 241 -1,038
1542 3,829 2,502 5,004 4,621 5,948
1943 0 2,762 5,524 »3,053 -8,523
1944, D 3,047 6,094 -1,218 0
1045 1,561 3,350 6,720 -4, 929 [+
1246 1,851 3,703 7,606 -2,767 [y}
1947 2,040 4,081 8,162 2,941 o]
1948 2,248 4,696 8,992 ~293 [}
3949 2,477 4,953 9,906 2,124 0
1950 2,727 5,454 10,908 =4, 732 1]
1351 3,002 65,005 12,010 v 0
1352 3,307 5,612 13,224 o o
1953 3,63% 7,278 14,556 0o o
1954 4,004 8,010 16,020 [} 13
1955 4,408 8,817 17,634 o] o
1956 4,851 9,702 19,404 Q [+]
1457 5,338 10,577 21,354 ] [}
1558 5,874 11,748 23,494 v 0
1458 6,664 12,927 25,854 0 o
1960 7,111 14,222 28, L44 0 o
1961 7,824 15,648 31,296 52,501 0
1962 50,570 17,215 34,430 127,785 130,482
1963 22,851 18,540 37,880 ~4d 4400 40,529
1964 37,118 20,835 41,670 12,165 28,448
1865 7,430 22,921 45,842 ~17,084 ~32,579
1966 0 25,216 50,432 -88,621 -85,822
1967 0 27,738 55,476 -7,734 0
1868 10,371 30,514 51,028 106,439 22,809
15€% 9,759 33,567 67,134 24,680 872
1970 42,321 36,924 73,848 68,93 74,331
1971 25,875 40,619 61,218 3,259 -11,645
Notet

In subdividing charges and credita between thoese due to the retroapective sconmulation and those

du» to the two part minimum resrcyve, we have apgumed thac sven without the two part mintmum regerve,
the charpe or credit

the retroapective wecumulation would aot be prroltted to be nepstive,
due to the retrospective sccumulation rouvals rhe vear's MDHG claims plus the vear's incresse or decrease
in the retrosprcrive accumulation with anv negative sccuwmalation taken as rero for this purpose.
totsl charpe or credit sguola the yeat's MDEG claims plus the yerar's incresse or decrease in the actusl
reserve held go that the additional charpe or credit due to the two part minimua is the difference.

Therefore,

The
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Exhibit G2a
Effecc un Galna of Proposed MDBG Reserve System for FULLY VARIARLE Dealgn

Model Company Iesulng Varialle Whole LiFe Policies to Males
Commancing Buslmess Lo July 1915 With 3100 Million of Issues Increasing l0% Per Year
Where lnvestnent Experience ol Sepazete Accouatr Fullows Scandard and Poor's 500 Scocl Index,
Dividends Retnvested, & Percent Annual Charge, No Federal Tax Deducced,
wa 1958 250 Male 3% Traditional Net Level Reoserve Basils
{amauncs in thausands of dollars)

Charge (+) ov Credlt (-) Due Additional Chacge +) or Credic (-)

to Retrnspre?ive Accumulation Dug tn Two Part Mipimue Rererve Tocal Charge (+) or Credit (-)
Whers Annus! Allogations Are Where Annual Allocecions Are Where Annual Allocstinns Are
1% o in of 6% of 1% cf 2% ok ok of 1% of 2% of A% of
Het Het Nec Het Met Het Net et tet
Premiumi Premiums Preoisms Premiuma  Premiuos Eremiums Premiums Premiums Pceemiums
) (2} (3 ) (5} 6} ) (8) 9
$ 16§ 3 s 167 £l 151 E 86 3 183 5 183 5 183
31 92 <8 -76 125 125 125
at LB6 i18 -id 235 233 281
nl -7 -231 ] -110 =110 361
G4 305 21 c 394 9% 564
338 950 890 o 1,088 1,088 595
106 -929 -1, o -827 -823 f35
151 106 -5 1] pai] 270 $63
179 <180 -1z 0 -201 2B 1,05
kA D <164 0 [+ -11%9 w58 1,372
32 0 0 0 307 16 1,445
gk g Q 0 381 760 2,279
L% a Q o 484 970 2,912
h a a 0 645 1,289 3,867
Gy [¢] a o 964 1.92% 5,788
LS 3,204 ; o 3,949 1,458 4,403
w35 20,278 19,391 0 20,817 19,469 3,279
e 5,846 2,317 6,205 6,205 4,230
5l 10,611 7,808 11,271 11,274 11,271
1, i 2,73 382 3,797 3,797 1,797
S5F -4, 7% -4,671 -3,926 -3,93¢ -3,220
i ~4,573 -1,836 -1,667 -3,667 5,213
L, 323 7,182 ¢ 8,503 8,50) Hg s
1,G% 6,474 7,019 a 8,058 a,098 6,474
2,300 6,493 13,384 2,141 15,709 15,709 9,034
2,448 6,658 9,735 5,525 12,183 12,183 12,183
4,204 t.aby 20,692 23,448 17,373 24,986 24,986 24,985
1,545 7 3E% 6,018 ~&,993 -11,91% ~4,530 -4,530 -4,530
1,153 N 35 -6, 8% -8, 507 -13,120 -5,243 -5,843 -2,128
524 12,593 -5,573 -13,360 0 -9,049 -9,049 12,53)
224 1,847 -11,0%8 -18,156 o] -12,874 -12,874 15,847
2,243 Wi, 212 -4,377 -8,871 1] -2,134 -2,134 20,212
3,159 L it -6,436 -10,086 o] -1,767 -3,767 18,957
3,085 oA -3, -7,17) ] -324 -324 20,545
7, 9% 21,346 -14,808 -9,282 ] -11,250 -2,167 21,346
4,516 27,218 - 18,471 0 o -13,935 9,073 27,214
6,08 36,142 -8,263 4 (4] -2,260 12,047 35,142
7,5%4 42,977 0 4 [} 7,154 14,326 42,977
7,258 44,0%4 0 o [} 7,348 14,698 64,094
G, R ST GTY a o [} 9,504 19,008 57,025
13,513 83,197 0 o 0 13,533 27,066 81,197
15,471 93 #2E 0 a o 15,471 30,942 92,826
15,271 91,625 o] Q [ 15,271 30,541 91,623
15,330 2,100 92,100 o] Q [ 15,350 30.700 92,100
19,708 39,417 118,252 4] Q 0 19,708 39,417 118,252
18,313 36, 88% 109,590 4] 0 ) 18,333 36,6064 109,950
22,1171 44, 34 PR Rybin o o 1] 22,171 46,342 132,025
19,784 39, 55% 133 ey 0 Q [} 19,784 3%,569 118,709
23,714 47,954 Il dan [+] 0 3] 23,774 47,9548 142,644
32,718 57,51% 155 47 ] a [+] 32,738 57,475 156,424
29,715 59,432 VrE 0 o 0 29,715 59,432 178,297
2%,620 59,240 (LT o] 0 v} 29,620 59,240 177,719
34,070 68,140 FALLIE ] Q a 4] 34,070 68,140 204,421
353,775 71,548 244,842 Q 4 0 35,775 71,548 214,642
34,4560 68,912 204,118 [} 0 a 36,456 68,912 206,730
30,758 61,516 184,548 o Q 0 30,758 61,516 184,548

In subdividing cvharges and credits hetween those due ce the recrospective accumulacion and those
dus La rhe tvo parc miloiaum wrve, we bave sesumed that even without the two part minimum
resrrve, the rettospective a mulatiue wonld ot be permitted to be negative. Therefove, Lhe
charge or credit due to the retroapective arcwoulacion equals the year's HDBC claims plus the
yeatr's increase or decrease in the retroepective accumulazion with any negative accumulation
taken as zerw Lur ibdn ypuwigsse. The total charge or credit equals che year's MDBG claiss plus
the year's {mewiégs &¢ Sutpebse Ln the actual reaerve held so that the additional chatge ot
credit due to the two part minlmum is the dlfferenca.
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Exhiblz G2b
Effect on Gailns of Propoaed MDBG Reserve Syscem for FULLY VARIABLE Design

Model Company Issulng Variable Whole Lifr Pollcies to Msles
Commencing Business In July 1925 With $100 Million of Issuves Inc:essipng 107 ter Year
Whare Investment Experience of Separsts Account Follows Standacd and Powr's 500 Stock Index,
Dividends Reinvested, % Ferient Annual Charge, No Federsl Tox Deducted,
on 1958 €S0 Male 3% Traditiopal Net Level Reserve Ragis
(amounts Ln thousands of dpllars) .

Policy Year Charge {+) or Credit {~} Due LO Additional Charge (+) vor Credit [-)
Ending Retroapective Accuaulsticn Where Due ke Two Part Minimum Kesgvvwe Tutai Charge (+) or Credit (-)
July Aonual Allocations Are Where Annudl Allocations Ara LEtees Annual Alleocariens Are
12 of Net 2% of Net 6% of Ner 1% of bt 2% of Net 8% of Net Li ot Ner 2% of Net 6% of Net
Preoi ung Premiums Prami uma Preml urs Premluns Ereminms Premi ums Premiums Premiums
[§)) (2) &) @) ) ) (7) -8 )
1926 $ 16 § 3z H 97 $ 171 5 155 $ 90 $ 187 $ 187 § 187
1927 34 67 00 -13 =46 -0 21 21 110
1928 54 110 330 -&7 -109 [} -13 1 3o
1929 85 171 513 -91 Q b -5 171 533
1930 140 279 837 242 Q ] 38z 279 87
1931 121 243 730 2,205 1,996 191 2,326 2,239 921
1932 578 206 617 6,625 6,997 5,286 7,203 7,203 7,203
1933 454 375 454 2,649 2,728 2,649 3,103 3.103 3,103
1934 633 653 8383 3,693 3,693 3,483 4, 3%b 4,346 4,345
1935 418 418 9135 1,045 1,045 528 1,463 1,453 1,463
1936 177 177 1,355 -1.694 -1,694 -2,872 -1,517 <1,517 ~1,517
1937 137 276 2,070 -1,550 -1,689 -3,483 -1,413 -1,413 -1,413
1928 49C 194 2,382 2,738 2,484 8596 3.278 I g3 3,278
193¢ 566 670 2,011 2,537 2,453 1,112 3,123 3,183 3.123
1940 87% 134 2,200 5,077 5,322 3,855 6,056 5,00k 6,056
1841 944 728 2,183 3,754 3,970 2,513 4,698 4, 3% 4,698
1942 1,636 1,570 2,554 7,977 8,063 7,079 9,633 ENCESS 9,633
1943 596 596 2,513 ~2,342 -2,342 & 279 -1, 744 -1,746 -1,746
1964 445 802 3,817 -2,466 -2,823 -5,828 -2,021 -1,021 -2,021
1945 202 1,513 4,538 -1,691 -5,002 -8,027 -3,488 -1,489 -3,489
1946 86 1,870 5,610 -5,050 -6,824 4,373 4,964 -4.,964 1,237
1947 244 2,401 7,203 -1,066 -3,223 1] -822 -822 7,203
1948 2L 2,270 &,B10 -1,670 -3,723 o] -1,453 -1,453 6,810
1949 423 2,477 7,431 -548 -2,602 4] -125 ~125 7,431
1950 1,296 2,592 1,775 ~5,613 -6,929 0 -4,337 -4,337 7,775
1951 1,660 3.3 9,964 -7,032 -1,890 o -5,312 1,431 3,964
1952 2,214 4,428 13,284 =5,267 ¢ Q ~3,053 4,428 13,284
1953 2,642 5,284 15,852 -603 [H 0 2,039 3,284 15,852
1954 z, 721 5,441 16,323 [+} 0 a 2,721 5,441 14,323
1955 3,529 7,057 21,171 0 ] 0 3,529 7,057 2n
1956 5,033 10,070 30,210 a o 0 5,035 10,070 33,210
1957 5,767 11,53% 34,609 0 o 0 5,787 11,536 35,509
1956 5,707 11,413 34,238 0 0 0 5,707 11,613 3,238
1959 5,749 11,499 34,498 0 ¢ 0 5,749 11,499 3% 98
1950 7,397 14,793 44,378 0 1+ 0 7,357 14,783 45,178
1961 5,895 13,789 41,367 a o 0 5,895 13,788 4,367
1962 8,353 16,707 50,121 0 o 0 8,353 16,707 56,121
1963 7,671 14,941 44 B22 a [v] a 7,471 14,941 44,522
1964 8,991 17,984 53,953 9 1] 0 8,991 17,984 53,953
1965 10,887 21,773 65,320 0 ] 0 10,887 21,773 e5,310
1966 11,275 22,550 67,650 Q ¢ 0 11,275 22,550 67,8%0
1967 11,256 22,512 67,535 0 o ] 11,256 22,512 67,535
1968 12,965 25,93¢ 77,789 0 0 Q 12,965 25,930 77,788
1969 13,631 27,262 81,785 Y] 0 a 13,631 27,162 81,786
1%70 13,147 26,293 78,872 o 0 0 13,147 26,292 78,879
1971 11,751 23,503 10,510 C [} ¢ 11,751 23,503 70,510

Note: In subdividing charges and credits between those due to the retrospective accumulation and thoase due ta the two
part winimum reserve, we have assumed that even without the two part mini{mum reserve, the recrospective accumiiatisn
would not be permitted to be negative. Therefore, the charge or credit due to the retrogpective accumuldtion syosis
the year's MDEG clailms plus the year's increase or decrease in the retrospective avcumulation with any negaliwe
accumulation token as zero for this purpuse. The total charge or credit squats the year's MDEG clatms plus the
year's Lncrease or decrcase in the actual reserve held so thet the addicienal charge or credit due to the two part
minicum {8 cthe difference.
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Exhibit g2c
Effect on Cains of Prpposed MDBG Reserve System for FULLY VARTABLE Design

Mcdel Company Issuing Variable Whole Life Policies to Males
Gommencing Business in July 1945 With 3100 Million of Tssues Increasing 10% Per Year
Where Investment Experience of Separate Account Follows Standard and Poar's 500 Stock Index,
Dividends Reinvested, % Percent Annual Charge, No Federal Tax Deducted,
cn 1958 ©S0 Male 3% Traditionmal Net Level Reserve Basis
(amounts in thousands of dollars)

Charge (+) or Credit (-) Due Additiomnal Gharge (+) or Credit (-]

to Retrospective Accumulation Due te Two Part Minimum Reserve  Total Charge (+) or Credic (-}
Policy Where Aonwal Allocarions Are Where Annusl Allgcabticns Are Where Amnual Allocations Are
Year 1% of 27, of 67 of 1% of 2% of 6% of 1% of 2% of 6% of
Ending Net Net Net Net Net Net Net Net Net
July Premiums Premiums Premiums Premiums Premiums Premiums Premiums Premiums Premiums
1) (2) (33 (4) (5} (8) {7 2) (9)
1946 § 16 5 3z 8 97 $156 $§140 $ 75 § 172 5 172 § 172
1947 35 £9 206 148 114 -23 183 183 183
1948 45 92 277 Bl 34 -52 126 126 225
1949 65 128 383 123 60 o 188 188 383
1550 a0 160 479 -177 -257 0 -97 -87 479
1951 114 229 688 -331 -91 0 -217 138 688
1952 165 330 L 0 o a 165 330 989
1953 209 418 1,253 0 o} 0 209 418 1,255
1954 229 457 1,371 0 a 0 229 457 1,371
1955 308 618 1,854 [1} 0 0 308 618 1,854
1956 454 407 2,722 0 0 0 454 907 2,722
1957 534 1,088 3,203 0 o] a 534 1,068 3,203
1958 544 1,087 3,261 0 G 0 544 1,087 3,261
1959 564 1,129 3,386 1] o Q 564 1,12% 3,386
1960 743 1,485 4,455 0 Q 0 743 1,485 4,455
1961 710 1,421 4,264 0 o 0 710 1,421 4,264
1962 380 1,760 5,280 0 1} 0 880D 1,760 5,280
1963 308 1,616 4,848 0 Q 0 808 1,616 4,848
1964 994 1,987 5,960 0 a o 954 1,987 5,960
1565 1,223 2,448 7,346 0 [} o 1,223 2,448 7,346
1966 1,292 2,583 7,745 0 0 1] 1,252 2,583 7,745
1967 1,31¢ 2,629 7,887 0 o] Q 1,314 2,625 7,887
1968 1,541 3,080 9,238 0 o] L] 1,541 3,080 5,238
1969 1,645 3,291 9,875 0 o] Q 1,645 3,291 9,875
1970 1,616 3,232 9,695 a 4] 0 1,616 3,232 9,695
1971 1,474 2,947 8,840 0 0 0 1,474 2,947 8,840

Note: In subdividing charges and credits between those due to the retrospective accumulation and those
due to the two part minimum reserve, we have assumed that even without the two part minimum reserve,
the retrospective accumulation would not he permitted to be nmegative. Therefore, the charge orv
credit due to the retrospective accumnlation equals the year's MDBG claims plus the year's increase
or decrease in the retrospective accumulation with any nepative accumulation taken as zero for this
purpese. The total charge or credit equals the year's MDBG claims plus the year's incresase or
dacrease in the actual reserve held s¢ that the addirional charge or credit due to the two part
minimum is the difference.
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Bxhihir G2d

LELOACRE St

Refact on Gaina of Proposed MDBG Reseros Sygtem for PULLY VARIABLE Deaigrn

Model Company Tasuing Verfable Whole Life Policies to Males
Commencing Business ia July 1915 Wich $100 Million of Twaurs Incressing 10% Prr Year
Where Investwent Experience of Separate Account Frllows Standard and Poar'a 500 Stock Index,
Dividends Relavrated, ¥ Percent Annusl Charge, No Federal Tox Deducted,
on 1358 €50 Male 3% Tradirional Wer Lavel Reaserve Ranip
ASSUMEG 1960 T0 167! INVESTMENT EXPERIENCE SAME AS 1930 TC 1341
{amounte in thousands of dollatol

Charge (+) or Credit (-) Due Additional Charge (+} or Cradic {-)
to Retrospective Accumulation Pue to Two Part Miniomum Reparve  Totsl Charge (4) or Credit {-)

FPolizy Where Annual Allocations Axe Where Annual Allocatione Are Where Annual Allocationn Are
Tear 1% of 2% of 67 of 11 of 2%, of 6% of 1% of % of 6% of
Eoding Nec Het Het Net Het Ner Het Net Net
July Bremiums Premiumsz Premiums Premfums Premiume Premiums Premi.ms Fremiums Premiums
1) (2) (3) (4} (5} [3) (%} (8} (D]
1916 3 15 3 32 0% 97 H 167 & 151 % 86 $ 183 § 183 % 183
1917 1 &7 201 92 58 -6 12% 125 123
1918 49 97 291 186 138 -10 215 225 2581
1919 &1 121 36l -171 ~131 L] -110 -110 351
1920 94 188 564 105 m 0 99 399 S&h
1921 98 198 596 990 330 0 1,088 1,088 596
1922 106 212 636 -929 -1,035 a =823 =823 636
1923 161 a2 965 109 =52 0 270 70 865
1924 179 358 1,073 =380 ~130 ¢ =201 128 1,075
1925 230 458 1,372 -169 ;] 1] *139 458 1,372
192é& 307 616 1,848 a 1] o 307 616 1,849
1927 3gL 760 2,24 ] 0 0 381 760 2,279
1928 484 970 £.9872 ] a [ 6434 70 7,912
1929 845 1,289 3,867 0 0 4] 645 1,289 1,867
1930 G64 1,929 5,788 0 o 4] L1 1,929 5,786
1931 145 1,458 & 453 3,204 ] 0 3,549 1,458 4,463
1932 534 1,978 3,435 20,27§ 18,1391 [} 20,817 19,459 3,235
1933 31% 638 LB 5,886 5,567 2,315 6,205 &, 20% 4,230
1934 560 1,154 Bk 14,611 10,117 7,608 11,271 11,271 11,271
1535 1,084 1,128 1,415 2,713 2,659 187 3,797 3,797 3,707
1538 459 1,572 4,733 4,395 -5,515 -8,671 -3,936 =3,936 «3,%36
1937 9046 2,349 7,049 4,573 -6,016 -1,836 =3,667 -3,667 5,213
1938 1,321 2,641 7,922 7,182 5,862 0 8,503 8,503 7,972
1439 1,079 2,155 5,474 7,019 5,940 0 8,098 2,028 4,424
1940 2,325 2,298 6,893 13,384 12,411 2,141 15,709 15,709 9,034
1941 2,448 2,219 &, 658 9,735 7,564 5,525 12,183 12,193 12,183
1942 4,266 2,538 7,613 20,692 22,448 17,373 24,986 4,986 24,986
1943 1,545 2,463 7,389 -6,075 -6,993 ~11,919 —h,530 —4,530 -4,530
1944 1,153 3,664 10,992 »b 396 -§,907 -13,120 -5,243 -5,243 -2,178
1945 524 4,311 12,933 -9,573 -13,360 0 -9,04% -9,049 17,712
1946 2% 5,282 15,847 -13,098 -18,156 g -12,874 ~12,874 15,847
1947 2,243 6,737 20,212 4,377 8,871 a -2,134 ~2,13 20,212
1948 3,159 6,314 18,957 -6,926 -10,086 [} -3,767 -3,767 18,957
1949 3,425 6,849 20,545 =3,749 ~7,173 [} -324 124 20,545
1950 3,558 7,115 1,346 -146,208 -9,282 0 -11,250 ~2,167 71,346
1951 4,536 9,073 27,218 »18,671 [} 0 -13,935 9,073 27,718
1952 6,023 12,047 36,143 -3,263 o o] -¢,240 12,047 36,143
1953 7,164 14,326 42,977 a [ 0 7,164 14,326 42,977
1954 7,348 14,693 84,086 0 [ 0 7,348 14,698 44,004
1955 9,504 19,004 57,025 o o (1] 9,504 19,028 57,075
1955 13,53 27,066 81,197 Q 0 0 13,533 27,066 81,1497
1957 15,471 30,042 92,826 0 ) 0 15,471 30,942 92,896
1958 15,271 30,541 51,623 ] ¢ ] 15,271 30,541 91,673
1959 15,350 30,700 92,100 a & [\ 15,350 30,700 97,100
1960 19,708 39,417 118,252 0 o 0 19,708 19,417 118,257
1961 15,036 30,071 99,211 73,017 q ¢ 94,453 30,071 ©9,211
1562 10,711 21,422 64,267 &40, 845 344,792 o 451,559 266,214 64,267
1963 5,168 17,797 36,891 198,789 192,640 [ 204,937 704,737 16,891
1964 10,991 21,981 65,247 266,475 255 ,48% 22,469 277,468 277 k60 88,412
1955 20,877 21,1387 64,161 102,382 10,872 59,008 123,259 123,259 113,259
1366 15,763 29,386 aR,157 -32,920 66,543 -81,567 -81,557 -37,157 6,590
1967 12,558 43,469 130,408 ~49,823 -80, 734 o -37,268 -37,265 130,408
1968 35,326 48,560 145,681 161,3%0 148,116 Q 166,676 196,676 145,681
1969 40,247 39,395 118,185 150,127 151,174 0 190,574 190,574 118,185
1470 62,772 41,663 124,994 270,432 M1, 819 120,174 333,204 333,206 245,168
1971 62,138 39,285 119,258 107,188 129,337 149,307 164,322 2t%,312 209,322

Hote: TIn subdividing charpea =2nd credite betwrea those due to the retrospective sccumulstlon #nd thoar
due to the twa part minimum reserve, we have sagimed that even without the twe part miniwoum
regerve, the retrospective sccumilation would net be permitred to be negative, Therefore, the
charge or ¢redit due 1o the Tatrosperrive accumletion emials the vear's MDOG cleinma plues the
year's {ocrenge or dectrape in the retrnspantlvs accusulation with ony neracive arcumulacion
taken re mero for thl  purpoar. The rotal chares or credit mquals the vear's MDAC tlalma plon
the vear's increams or dreorraas in the actnal reserve hetd o that the addit{onal chargs ox
credit due to the two pavt alalmm s the difference,
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Exhibit Cla
Effect an Galny af Praposed MDBG Reserve System for EQUITABLE TYPE Design

Model Company Isaulng Variable Whole Life Policiee to Males
Commencing Busincas in July 1915 With 5100 Million of Issues Increasing 1O% Per Year
Where Investment Experience of Separete Account Follaws Standard and Poor's 500 Stock Index,
Pividends Relavested, & Percent Annual Charge, No Federal Tax Deducted,
an 1358 50 Male 3% Tradirional Net Level Reserve Basis
(amounts in thousands of dollars)

Charges (#) or Credit {-) Due Additional Charge (+) ot Credlit (-)

to Retredpective Accumulsation Due ta Twe Part Miaimum Reserve Total Charge (+) or Credit (-}
Policy Where Annual Alloctions Are Where Annual 3'incations Are Where Annual Allocsticns Are
Year 0.2% of 0.47 of 2% of 0.2% of 0.4% of 27, of 0,2% of 0.4% of 27 of
Ending Net Net Net Het Net Net Net Net Net
July Fremiuma Premiums Premiums Promiuma Premiums Premiums Premiumg Premiums Premiums
(3] ) (3) 5] (5} (6) [¢B) [C)] (%
1916 $ 3 $ &€ § a2 L] 0 3 o § 0 $ 3 $ 6 § 32
197 7 11 €3 1 [ 0 B 13 63
1918 9 19 G4 17 a 1] 26 1% 94
1919 12 25 128 -i8 0 0 -5 25 126
1920 15 32 161 28 a b} 43 32 161
1921 29 40 199 159 119 0 179 159 199
1922 25 48 240 -165 -119 1] -140 -71 240
1523 27 5a 282 Il Q 0 38 56 282
1924 34 67 il -53 o 9 -19 67 331
1925 kt:) 76 a8l o] o a a8 76 341
1926 43 87 436 0 0 0 41 87 436
1927 51 100 498 0 U a 51 100 498
1928 55 112 562 0 0 0 35 112 562
1929 64 127 535 0 0 a [ 127 835
1930 72 143 Tlé o 0 o 72 143 74
1931 80 150 799 497 Q 0 5N 160 799
1932 470 178 893 5,759 5,993 836 6,229 6,171 1,729
1932 172 19¢ 895 -649 -676 -836 417 -477 159
1934 156 222 1,110 1,467 1,601 78 1,823 1,823 1,188
1935 52 246 1,231 -1,148 -1,342 -8 -1,096 -1,096 1,153
1936 0 274 1,367 4,199 -4,471 0 -4,199 -4,199 1,367
1937 0 302 1,514 -1,61¢ -1,103 4] -1,616 -801 1,514
1938 37 336 1,678 1,498 384 4] 1,535 720 1,678
1539 52 arn 1,855 537 218 o 589 589 1,855
1549 433 410 2,082 1,641 1,664 ] 2,074 2,074 2,052
1941 iz 454 2,267 826 689 [ 1,143 1,143 2,267
1942 1,203 500 2,502 5,104 5,807 ] &,307 &,307 2,502
1943 o 583 2,763 -5,77% -6,332 o -5,779 -5,779 2,763
1944 1] 609 3,046 -1,962 -2,430 ~60 -1,962 -1,821 2,986
1945 a 672 3,360 -1,487 0 60 -1,487 672 3,420
1946 a T4l 3,703 -417 0 o ~427 4l 3,703
1947 349 816 4,081 349 a [ 698 B1& 4,081
1948 449 899 4,496 -77 0 ] arz 849 4,496
194% 496 991 4,953 611 0 0 1,107 991 4,953
1350 545 1,090 5,453 945 a o -400 1,0%0 5,853
1351 600 1,201 6,006 o 0 1] 600 1,201 6,006
1992 862 1,323 6,612 ] 0 o 662 1,323 6,612
1953 727 1,455 7,21 i+ 0 ] 127 1,455 1,217
1954 801 1,602 8,011 ] a a 801 1,602 8,011
1955 883 1,764 g,817 ] 0 a 883 1,764 8,817
1956 959 1,940 9,702 ] 0 0 969 1,940 %,702
1957 1,069 2,138 10,678 o 0 0 1,069 2,135 10,678
1958 1,174 2,349 11,747 o 0 0 1,174 2,349 11,747
1959 1,293 2,586 12,927 o 0 0 1,293 2,585 12,927
1960 1,422 2,844 14,222 0 0 0 1,422 2,844 14,222
1951 1,565 7,130 15,645 0 0 a 1,565 3,170 15,649
1962 1,722 3,443 17,215 o 0 0 1,722 3,441 17,215
1963 1,89 1,788 18,935 0 0 0 1,89 3,788 18,939
1964 2,083 4,167 20,838 o 0 0 2,081 4,167 20,836
1965 2,292 4,584 22,921 [ ¢) a 2,292 4,584 22,921
1966 2,522 5,043 25,215 0 0 ] 2,522 5,043 25,213
1957 2,774 5,548 21,739 0 0 D 2,774 5,548 27,733
1968 3,050 6,102 30,513 o] 9 sl 3,050 5,102 30,511
1569 3,358 6,714 33,5647 a 0 o 3,338 6,714 33,567
1970 3,692 7,385 36,925 4,034 a 4] 7,726 7,385 36,925
1571 4,061 8,123 40,617 -4,034 0 o 27 8,123 40,617

Note: In subdividing charges and credits hetween those due to the retrospestive accumulation and those
due to the two part minimum reserve, we have agsumed that even without the twe part minimum
reserve, the retrospective accumulatlion wauld not be permitted to ba negative. Therefore, the
charge or credlt due to Lhe retrospective accumulation eguuls the year's MDBG claims plus the
year's increase or deacrease in the recrespective accunulation with any negative accumulation
taken as zero for this purpose. The total charge or credit equals the yezr's MDAG claims pglus
the year's Increase or decrease in the actual reserve hild so that the additional charge or credlit
due to the two pert minitum is the difference.
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Exhibit G3b
Effect on Gaing of Proposed MDBG Reserve Systew for BQUITABLE TYPE Design

Model Company Issuing Veriable Whole Life Policles to Males
Commencing Business in July 1925 with 3100 Million of Issues Increasing 10% Per Year
Where Investment Experience of Separate Account Follows Standard and Poor's 500 Stock Index,
Dividends Reinvested, 15 Percent Annual Charge, No Federal Tax Deducted,
cn 1958 CS0 Mzle 3% Traditional Ner level Reserve Basis
(amounts in thousands of dollars)

Chacrge (+) or Credit (-) Due Additional Charge {+) or Credit (-)

to Retrospective Accumulation Me to Twe Part Minimum Regerve  Total Chaerge (+) or Credit (-)
Policy Where Annval Allocations are Where Annuwal Allccations Are Where Annual Allocations Are
Year 0.2% of 0.4% of 2% of 0.2% of 0.4% of 2% ot G 2% of 0.4% of % of
Ending Ret Net Net Net Net Net Net Net Net
July Premiums Bremiums Premiums Premivms  Premiums Premivms Premiums Premiums Freminms
(1) (23 3) 4) {5) 6) (73 (8) (%)
1926 3 3 $ 6 $ 3z 5 0 $ D $ 0 $ 3 3$ 6 3 32
1927 7 13 63 o] ] 0 7 13 63
1928 9 19 S [s] Q o g 19 94
1929 13 25 126 0 b] v] 13 25 126
1930 15 32 161 ) ] o] 15 32 161
1931 20 40 159 azs 260 0 348 300 199
1932 110 45 240 916 998 526 1,046 1,046 766
1933 57 56 282 202 203 =23 259 25% 25%
1934 99 93 KN 443 448 210 541 541 541
1935 20 S50 381 -115 ~145 476 -85 -95 ~95
1936 0 87 438 ~1,140 -1,227 =237 -1,140 -1,140 199
1937 0 100 498 -611 ~537 0 -611 =437 L]
1939 14 12 562 441 169 0 455 81 562
1939 38 127 63 140 =1 0 178 178 635
1940 142 143 714 634 633 4] 776 776 714
1941 126G 160 7499 484 Ly 4] 604 604 796
1942 404 178 893 1,760 1,586 0 2,164 2,164 893
1943 b} 159 995 ~1,984 -2,183 4] -1,984 -1,984 995
1944 o 222 1,109 -822 ~-1,044 ] -822 ~822 1,108
1945 o 246 1,231 =507 =56 3] =507 190 1,231
1946 45 274 1,367 ~189 g 1] ~lub 274 1,367
1947 151 102 1,514 98 0 0 249 302 1,514
1944 168 336 1,678 -25 o 4] 143 336 1,678
1549 183 371 1,855 2a2 1] 2] 427 3N 1,855
1950 205 410 2,052 =315 ] [1] -110 410 2,052
1951 228 454 2,287 0 ] 0 228 454 2,267
1952 49 500 2,502 o [¥] 0 245 500 2,502
1953 277 553 2,763 0 c [}] 277 553 2,763
1954 304 609 3,006 0 [¥] 4] 304 509 3,066
1955 337 672 3,360 0 G 0 337 672 3,360
1956 370 41 3,703 0 0 L1} 370 41 3,703
1957 &0s 816 4,081 0 o ] 408 B16 4,081
1958 w49 899 4,496 0 i) 0 449 899 4,495
1959 o5 991 4,953 Q o a 496 991 4,953
1950 545 1,09¢ 5,453 ] 0 a 545 1,090 5,453
1961 600 1,201 6,006 i} o] a 600 1,201 6,006
1952 662 1,323 6,612 0 v] [H 662 1,323 6,612
1963 727 1,455 7,277 0 ] 0 727 1,455 7,277
1964 &01 1,602 8,011 0 4] 0 act 1,602 8,011
1965 883 1,764 8,817 1} 0 i} 883 1,764 g,817
1966 989 1,940 9,702 [1} [ qa 969 1,540 9,702
1967 1,069 2,136 10,678 0 [V} 0 1,059 2,136 10,578
1968 1,174 2,348 11,747 0 o 4] 1,174 2,349 11,747
1949 1,293 2,586 12,927 i [ 0 1,293 2,586 12,927
1970 1,422 2,84y 14,222 1,571 s} o 2,993 2,844 14,222
1971 1,565 3,130 15,649 -1,571 0 ) -5 3,130 15,649

Note: In subdividing charges and credits between these due to the retrospective accumulation and those
due to the two part minimum reserve, we have assumed that even without the two part minimum
reserve, the retrospective accumulaticn would not be permitted to be negative. Therefore, the
charge or credit due te the retrospective accumulation equals the year's MDBG claims plus the
year's increase or derrease in the retrospective accumulation with any negative accumulation
taken as zerc for this purpose. The total charge or credit equals the year's MDBG clalms plus
the year's increase or decresse in the attual reserve held so that the additional charge or credit
due tc the two part winimum is the difference.
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Exnibit B3¢

Effect on Gains of Proposed MDBC Reserve System for EQUITABLE TYPE Design

Model {ompany Tasuing Variable Whole Life Policies to Males
Commancing Business in Juiy 1945 With 5100 Million of Iesues Increasing l0% Per Year
Where Investment Experlence of Separate Account Follows Standard and Toer's 500 Stock Index,
Dividends Reluvested, % Pertent Annual Charge, No Federal Tax Deducted,
on 1958 CSQ Male 3% Traditionsl Net Level Resetve Basla
(smounts in thousands of dollars)

Policy Year Charge {(+) ox {redit (-) Due to Additional Charge (+) or Credit (-}

Ending Retroapective Accumulation where Bue to Two Part Minimum Resetve Total charge (+) or Credit (-)

July Annual Allocztions Are Where Annual Allocations Are Where Annual Allocations Are

0.2% of Net 0.47 of Net 2% of Net 0.2% of Net 0.46% of Net 2% of Net  0.2% of Het 0.47 of Net 27 of Net
Premiuns Premiums Premiums Premiums fremiums Premiung Premiums Premiumg Prepiums

) @) Gy 3) ) © 5] (8) 9

1946 5 13 § 6 § 32 $§ 0 $ B $ 0 & 3 $ 6 § 32
1947 7 13 63 4 Q 0 11 13 63
1948 9 19 4 4 Q 0 13 19 94
1949 13 25 126 8 [H Q 21 25 126
1950 L5 a2z 161 -16 a 0 -1 32 161
1951 20 49 199 0 2 0 20 40 19%
1952 25 48 240 0 ] v 25 48 240
1953 27 56 282 ] L] Q9 27 56 282
1954 4 67 331 Q bl 0 34 67 331
1955 g 76 3nl ] q Q a8 76 EL3N
1956 43 87 436 a Q [ 43 a7 43¢
1957 51 100 493 4] o 0 51 108 498
1958 55 112 562 o] [M 0 55 112 562
1959 &4 127 €35 q M 0 64 127 635
1960 72 143 714 ] q 0 72 143 ila4
1941 80 160 799 L] ] Q 80 la6C 799
1962 88 178 833 [H ] 9 88 178 853
1943 100 199 965 [ [H 0 100 199 995
1964 111 222 1,109 0 ¢ 0 111 222 1,109
1965 123 246 1,231 L} [ 0 123 246 1,231
1966 137 274 1,367 M ¥ 1] 137 274 1,367
1967 151 302 1,514 0 q a 151 302 1,514
1968 168 336 1,678 a il 0 168 336 1,678
1969 183 71 1,835 [+] [H 0 185 371 1,855
1970 205 410 2,052 442 [¥] 0 697 410 2,052
1571 228 454 2,267 =452 o 0 =264 454 2,267

Hete: In subdividing charges and credits between those due to the retrospective accumulacion and thase due to the two
part minimum reserve, we havée assumed that even without the rwo part minimum reserve, the retrospective accumulation
would not be permitted to be negative. Thercfore, the ‘charge or credit due to the racrogpective accumulaticn equalas
the year's MDBG claims plus the year's lncredse or decreasz in the retrospective accumulation with any negative
accumulation taken asz zero for this purpose. The total charge or c¢redit equals the year's MDBG claims plus the
year's increase or decresse in the sctual reeerve held so that the additioral charge or cradit due to the two part
minimum is the difference.
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Exhibir G3d
Yefect on Gaina of Proposed MDA Reservo System for BEQUITABLE TYPE Demign

Hodel Cospany Isauing Variable Whole Life Polici2a to Malep
Coemenging Busloesa in July 1915 With $100 Hillion of Issues Encresaing 10% Per Year
Vhere Investment Experience of Separate Account Follows 2¢endard and Poor’s 580 Stock Iadex,
Dividends Reinvested, k Peccent Annual Charge, No Federal Tax Dedusted,
on 1958 CS0 Male 3% Traditlonal Net Level Reserve Bawnto
ASSUMES 1960 T0 1971 LMVESTMENT EXFERIENCE SAME AS 1930 TC 194i
(amounts ia thouaesends of dollers)

Charges {+) or Credit (=) Due Additdonzl Charge (+) cr Credik (=}

to Retroepective Accomiiation Due to Two Pere Mnlmus BHensrve Totul Charge {+) or Credit (-)
‘Policy Where Annual Allececatione Are . Ehere Avnuel 8Flezmiienn are Where Annuel Altocations Are
Year 0.2% of 04% of | 2% of B.%% of .47 of FrAR-1 G.2% of 0.4% of 2% of
Ending Hat Net Bet et et Met Hee Het Het
July Premiuma FPrewmiuaa Premfums Proewiveg  Preaivmg Premfums Premjuxe FPremfume Premiumg
(1) (2) (3 [T}] {5} (6) [5)) (9) (%)
1916 4 3 % & ‘$ 32 $§ G ] 0 8 a H 3 Ed 6 § 32
1947 7 L3 : &3 1 [\] [ L} 13 63
1918 9 1% 54 37 2 1] 26 19 %6
1919 13 25 126 ~iB 0 [ =5 25 126
1920 15 2 162 28 o [ 43 32 16l
1921 2Q &0 159 A% 119 0 179 159 159
1922 25 48 260 =16% ate ] =540 -7l 240
1923 27 56 282 a 0 Q 58 56 282
1824 24 a7 938 =53 1] Q =19 67 i
1925 33 7 | [+] ¢ 0 e 75 k11
1926 &3 a7 435 ] G a 43 87 436
1927 51 100 458 0 i} L] it 100 498
1928 55 12 L6Z 2 o o 55 112 562
‘1929 &4 127 £33 0 0 a 64 127 635
19% 72 143 714 1] 1] [ 72 143 714
1931 8O 160 799 297 0 @ 577 160 739
1932 470 178 383 5,759 5,993 838 6,229 6,171 1,720
1933 172 159 g5 =h&G =676 =836 417 =477 159
1934 356 222 1,110 1,467 1,600 e 1,823 1,823 1,188
1935 52 L) 1,231 -1 148 ~1,342 =78 -1,0086 -1,096 1,153
1938 o 275 L,367 4,109 -, 873 0 4,199 4,199 1,387
1937 o 2 1,514 1,618 ~1,10% O =1,516 =80t 1,514
1938 2 336 1,678 1,698 S84 9 1,535 720 1,678
1929 52 a7t 1,858 537 218 0 589 583 1,835
1940 433 £10 7,052 1,681 1,866 ¢ 2,074 2,074 2,052
1941 317 454 2,267 a6 £33 o 1,143 1,143 2,267
1942 1,203 500 2,502 5. 104 5,807 a 6,307 6,307 2,502
1943 0 553 2,763 ~5,77% -G, 332 L] =5,77¢ 5,779 2,763
1964 0 609 3,046 -1,962 =2,430 -50 1,962 11,821 2,986
1943 0 672 3,360 =1,487 [x] &0 -1,487 672 3,420
946 0 241 3,703 =427 1] o 427 41 2,703
1947 3ac 818 4,081 349 ¢ o] 658 ans 4,081
1949 449 893 4,496 -7 ] i 72 855 4,496
1849 #96 991 4,953 353 ) 2 1,197 9L 4,953
1950 45 1,000 5,453 ~945 -] 3 =400 1,060 5,453
1951 600 1,2m &, 00¢ o [} 0 800 1,200 6,006
1952 662 1,323 5,612 ¢ [ 2 662 1,323 €,612
1853 727 1,455 1,277 :0 :] o 2% 1,655 7,277
1954 20 1,602 a,0n] ] Q a 80% 1,602 8,011
1955 883 1,764 8,817 ¢l e @ ag3 1,764 8,817
1956 969 1,940 9,702 0 Q L 989 1,940 9,702
1957 1,069 2,136 10,678 4] o 4 1,660 2,136 10,678
1958 1,17& 2,349 1. Y47 0 9 3 1,174 2,249 11,747
1959 1,293 2,586 12,927 (] L] [ 1,292 2,588 12,917
1960 1,422 2,864 14,222 [ G 4] 1,422 2,364 14,222
1961 1,563 3,130 15,649 8,987 12,335 o 30,552 15,468 15,648
19562 1,557 3,643 17,215 124,945 135,058 1,406 139,501 139,501 18,621
1963 7,627 3,788 18,93y 14,571 18,4146 1,259 22,198 22,198 22,198
1964 12,753 11,054 20,836 46,554 68,253 38,471 59,307 3,307 59,307
1965 &,474 b bk 22,921 =8,934 -8,034  =27,381 4,460 Lh60 -4, 460
1966 o ] 25,215 ~8%,916  «B%,914 15,755 -89,91%  =B89,91% 9,460
1967 ¢ 1,814 27,739 -TL,A2B  ~75,242 ] 71,628 =71,428 27,739
1968 2,251 6,102 30,513 9,896 5,049 2] 12,147 12,147 30,513
1969 3,457 6,714 33,567 11,906 8,669 1] 13,363 15,363 33,567
1970 14,198 7,385 36,935 58,884 65,697 0 73,082 73,082 36,925
1971 11,633 8,123 40,617 35,044 37,554 0 45,677 45,677 40,617

Noter IXa subdividing charges and eradita bsiween chese due to the recvompactive accumwletion and thome due to
the two part minimum reserve, we have assumed that even wilithout the two part minimum resexve, the
vetroppective asccumulation would not be premivted te be negutive., Therefore, the charge or credit due to
the rerrospective accumulation equole the year's MDRG clalme plus the vear's increzae or decrease in the
retrospective mecumulation with any nezative accumulstion taken @9 gero for thie purpose. The total
chatge or credit equals the year's HDBG alalme plus the year's tncrrase ar decrease {n the setual
regerve held ao that the ndditional eharge or czedit due to the two part minimum L8 the difference.
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Exhibit §

Illustration of Arrained Age Level Methad per §1,000 for a Whole Life Policy
Tasued to a Male Age 55 Where The Separate Account Earns a Constant 3%
Beginning in The Eleventh Policy Year After Having Earned a Negatfve 3%
in Each of The First Ten Policy Years
(1958 CSO 3% Traditional Net Level Reserve Basis)

New York Life Design Fully Variahle Design Equptable Type Design
Deficiency Kesidue Current Deficlency Residue Current Deficlency Residue Current
Pelicy  in Face of Prior AAL  Reserve in Face of Prior A4l Rederve in Face of Prior A8AL Reserve
Year Amounk Rederve Payment {2)+(3} _ Amount feaerve Payment (6)+(7) Amount__ _Reserve Payment (10)+{11})

(L) (€3] 3) (4) (5) (6) (7 (8) ) (10} £33 (12}

1 $ 58 § 0 5.1l § .l $ 58 ] 0 §$2.39 § 2.3% $ 4 § ¢ 5 .16 § .16
2 41 0 .32 .32 L3 .87 4.81 5.68 10 .02 L85 AT
3 103 0 .63 .63 165 3.34 7.21 10.55 19 .19 -85 1.04
4 124 li] 1.05 1.05 213 7.36 9.59 16.95 30 570 1.36 1.93
5 145 Q 1.58 1.58 259 12,87 11.95 24,82 42 1.24 2,00 3.24
[ 164 Q 2.23 2.23 302 19.82 14,29 35,11 56 2.24  2.75 4,99
? 185 [¢] 2,99 2.99 363 28.13 16,62 44,75 71 3.63 3,63 7.28
-] 202 a 3.98 3.88 381 A7.74 18,93 56.67 -1 5.50 4.62 10,12
9 220 0 4,91 4,91 417 48.58 21.24 59.82 105 7T.84 5.74 131,58
10 237 [} 6.08 6.08 451 60.56  23.53 84.09 123 10.72 8,99 17.71
11 207 ¢ 6.05 6,05 451 74,66 23.53 98.18 123 14,79  6.99 21.78
12 183 o) 6.03 6.03 451 88.54 23.53 11z2.07 123 18.79  6.99 25.78
13 L64 0 6.03 6.03 451 102.15 23.53 125.64 123 22.72  6.99 29.71
14 147 .08 6.02 5.11 451 115.45 232.53 138.98 123 26.36 6.99 33.55
15 133 .22 6,02 6.25 451 128.43 23.53 151.96 123 30.31  6.99 37.30
16 121 40 6.02 6.43 451 141,08 23.53 164,61 123 33.96 6,99 40.95
17 111 L B4 6.03 5,67 451 153,42 23,33 176,55 123 37.52 6,99 44,51
18 102 .93 6.03 6.96 451 165.50 23,53  189.03 123 41.01 6,99 48,0¢
19 94 1.28 6.03 7.31 451 177,36 23,53 200.91 123 44,43 6.99 51.42
20 a7 1.6% 6.03 7.72 451 189,08 23.53 212,61 123 47.81  6.99 54,80
21 a1 2.15 6.03 8.18 451 200,60 23.53  224.12 123 5L.14 6,59 58.13
22 76 2.64 6.03 8.67 451 211.91 23,53 235,44 123 54.40 6.99 61.39
2] 71 .14 6.03 9.17 451 222.94 23,53 246.47 123 57.58 6.99 64.57
24 LL] 3.62 6.03 9.65 451 233.61 23,53 2537.14 123 60.66 6.99 67.45
25 62 4.06 6.03 10.09 451 243.87 23,53 267.4C 123 63.63 45,99 70.62
26 58 4.46 6.03 10.49 451 253,70 23.53 277,23 123 66.46 6,99 73.45
27 55 4.82 6.03 10.85 451 263.08  23.53 286,61 123 69.17 6,99 76.16
28 52 5.13 6.03 11.16 451 272.06  23.53 295,39 123 71.76 6,99 78.75
29 49 5.42 6.03 11,45 451 280.69 23,54 304.23 123 74.25 6,99 81.24
30 46 5.70 6.03 11.73 451 289,01 23,54 312.55 123 76.55  6.99 81, 64
31 44 5.97 6.03 12.00 451 297.0%9 23,54  320.63 123 78.98  6.99 85.97
32 42 6.24 6.03 12,27 451 304,96 23,53 328.49 123 8l.26 6.99 88.25
33 a9 6.54 6.03 12.57 451 312,69 23,54 336,23 123 83.49  6.99 90.48
34 a8 6,47 6.03 12,90 451 320036 23,54 343.90 123 85,70 .99 92.59
35 36 7.24 6.03 13.27 451 328.03  23.53  351.56 123 87.91  6.99 94,90
36 34 7.68 5.03 13.71 451 335.75 23,54 359.29 123 90.15  6.99 97.14
37 32 4.18 6.03 14,21 451 343.61  23.55  367.16 123 92.41  6.99 99.40
38 31 8.76 6.03 14,79 451 351,65 23,55 375.24 123 94.75  6.59 l01.74
38 29 5.46 £.03 15.49 451 360,13 23,55 383.68 123 97.18 6.59 104.17
40 28 10,33 5.03 18,36 451 369,19 23,55 392,74 123 99.80 6.9%% 106.79
41 27 11,42 6.03 17,45 451 379,21 23,55 4D2.76 123 102.69  6.59% 109.68
42 26 12,81 6.03 18.84 451 390,49 23,53 414.02 123 105.95  6.99 112.94
43 25 14,43 6.01 20.46 451 402,75 23,56 426.31 123 109.48 .00 116.48
44 24 15.97 6.03 22,00 451 414.58 23,54 43B.12 123 112.90 6.99 119.89
45 2] -k 451 J26% 123 9%

* equals reserve end of 44th year increased with interest, less deficiency in face amount at end of 45th year.
Result would be zero except for rounding.
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Exhibit T
$1 Billion of Medel TIssues of Variable Whele Life Policies on Males Where the
Separate Account Farns a Constant 3% Beginning in the Eleventh Policy Year
After Having Farned a Negative 3% in Each of the First Ten Policy Years
(1958 C80 3% Traditional Net Level Reserve Basis-Amounts in Thousands)
No Total MDBG Charges MDBG Claims and Charges
Reserve to Operations as Percent of Premiums
Basic System Without With Charges Charges
Policy Net i.e. Actual AAL AAL Claims Without AAL With AAL
Years Premlums MDBG Claims Minimum Minimum (2)+(1) (3)+(1) (4)+(1)
(1) (2) (3) (4) (5) (6) N
NEW YORK LIFE DESIGN
1 to 10 $114,213 $ 2,725 $ 4,300 $ 4,300 2.4% 3.8% 3.8%
11 to 20 74,027 4, 500 1,938 7,471 6.1 6.7 10.1
21 to 30 50,289 4,371 4,941 5, 647 8,7 9,8 11,2
31 to 40 30,840 4,384 4,593 3,527 4.2 14,9 1.4
4] to 50 15,816 3,904 3,473 1,895 24,7 22.0 12.0
51 & Over 7,930 3,833 1,452 857 48.3 18.3 10.8
Total $293,115 $ 23,657 $ 23,897 $ 23,697 8.,1% 8.1% 8.1%
FULLY VARIABLE DESIGN
1 to 10 $ 21,0u49 $ 4,719 % 6,966 § 27,857 5.2% 7.7% 30.6%
11 to 20 40, 567 13,600 14,663 37,487 33.5 36.1 92.4
21 to 30 27,558 22,040 23,132 28,792 80.0 83.9 104.,5
31 to 4o 16,201 27,969 23,423 18,712 165.5 168,2 110.7
41 to 50 8,660 28,219 27,484 10,206 325,5 317.0 117.7
51 & Over 4,345 31,738 27,625 5,239 730.4 635.8 120.6
Total $182,089 $128,293 $128,293 $128,293 67 .8% 67 .8% 67 .8%
EQUITABLE TYPE DESIGN
1 to 10 $114,213 $ 859 ¢ 1,538 $ 4,695 0,.8% 1.3% 4,1%
11 to 20 74,027 3,270 4,005 8,899 n,n 5,4 12.0
21 te 30 50,289 5,117 5,906 &, 580 10.2 11.7 13.1
31 to 40 30,840 6,148 6,585 O, 104 19.9 21.4 13.3
&1 to 50 15,816 5,879 5, 586 2,143 37.2 35.3 13.5
51 & Over 7,930 6,190 3,843 1,042 78.1 48.5 13,12
Total $293,115 $ 27,463 $ 27,463 % 27,463 9.4% 9.4% 9.4%
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PROPERTY AND LIABILITY (D) COMMITTEE

Reference:
1972 Proc. Vol. [ p. 609
1972 Proc. Vol Il p. 488

John A, Durkin, Chairman - New Harnpshire
John W, Lindsay, Vice-Chairman - South Carolina

AGENDA
1. Receive report of Rates and Rating Organizations (D1) Subcommittee.
2. Receive reporc of Availability of Essential Insurance (D2} Subcommittee.
3 Receive report of Automobile Insurance Problems {(D3) Subcommitiee.
4, Receive report of Mass Marketing in P & L Insurance (D5) Subcommittee,
3. Receive report of Prepaid Legal Expense (D6) Subcommiteee.
6. Any other matters brought before the Committee.

The Property and Liability (D) Committee met in the Lancaster Room at 3:45 p.m.,
December 7, 1972 at the Hyatt Regency Hotel, Atlanta, Georgia. A quorum was present.

The report of the Rates and Rating Organizations (D1) Subcommittee was presented by the
Chairman, Hon. Dick L. Rottman of Nevada.

Mr. William McCaskill expressed his belief that the field examinations task force should be
continued in an effort to provide uniformity in field rating examinations.

In executive session the (D) Committee adopted the report of the (D1} Subcommittee.

The report of the Availability of Essential Insurance {D2) Subcommittee was submitted by
Mr. Ken Ellis, Ohio Department. In executive session the (D) Committee unanimously
adopted the report.

The Automobile Insurance Problems (D3) Subcommittee report was given by the Hon.
Samuel H. Weese of West Virginia. In executive session the (D) Committee unanimously
adopted the (D3} Subcommittee report.

The Mass Marketing in Property and Liability Insurance (D5) Subcommittee report was
given by the Chairman, Hon. Samuel H. Weese. In executive session the (D) Committee
unanimously adopted the (D35) Subcommittee report.

The report of the Prepaid Legal Expense (D6) Subcommittee was presented by Hon. John
G. Ryan of Massachusetts. In executive session the (D) Committee unanimously adopted the
(D6) Subcommittee report.

Mr. Robert Rowe of Michigan reported on behalf of the task force on title insurance. There
is progress being made; howevet, it was not likely that action could be taken until the June,
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1973 NAIC meeting. Following discussion of this area, the following resolution was
proposed by Hon. J. Richard Barnes of Colorado and adopted by the (D) Committee:

WHEREAS: there has been growing interest in legislation to regulate title insurance,
including attempted action by agencies of the federal government; and

WHEREAS: a task force of the NAIC Property and Liability Insurance (D) Committee has
been developing model legislation for the regulation of title insurance; now, therefore, be it

RESOLVED: by the National Association of Insurance Commissioners, December 7, 1972
that the supervision and regulation of the business of title tnsurance is and should continue
to be the responsibility of the respective states; and be it further

RESOLVED: that a Subcommittee of the Laws, Legislation and Regulation (B) Committee
be designated to proceed with dispatch in drafting a model title insurance law for adoprtion
by the NAIC as a means towards promoting uniformity of the operation and regulation of
title insurance.

There being no further business, the Proper_ty' and Liability (D) Committee adjourned.

Hon. John A. Durkin, Chairman, New Hampshire; Hon. John W. Lindsay, Vice-Chairman,
South Carolina; Hon. Edward P. Lombard, D). C.; Hon. Joaquin G. Blaz, Guam; Hon. Edwin
H. Honda, Hawaii; Hon. Thomas J. Hatem, Maryland; Hon. John G. Ryan, Massachusetts;
Hon. Elmer V. Omholt, Montana; Hon. Ralph F. Apodaca, New Mexico; Hon. Benjamin R.
Schenck, New York; Hon. Joe B. Hunt, Oklahoma; Hon. Herbert S. Denenberg,
Pennsylvania; Hon. Ralph A. Nauman, South Dakota; Hon. Charles F. Black, Vermont; Hon.
Karl V. Herrmann, Washington; Hon. Samuel H. Weese, West Virginia.

RATES AND RATING ORGANIZATIONS (D1) SUBCOMMITTEE

Reference:
1972 Proc. Vol. 1 p. 611
1972 Proc. Vol. IT p. 505

Dick L. Rottman, Chairman - Nevada
Berton W. Heaton, Vice-Chairman - Minnesota

AGENDA
1. Report of the Task Force on the Establishment of Uniform Procedure and Reports for Field Examination.
2. Discussion of the new Fire Grading Schedule for Cities and Towns - Mr. Edwin Secarl of [50.
3. Consideration of urban fire rating problems with emphasis on availability of coverage at affordable rates.
4, [SO capability to perform their intended funetions {Washington, D, C.}
5. Problems regarding frequency and timing of rate filings (South Carolina).

6. Any other matters brought before the Subcommitice.



