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It should be noted that an ACLI task force is considering the broader question of appropriate general disclosure with respect 
to "correlated sales" (i.e., sales of term insurance in conjunction with annuities or other savings funds). Such general dis
closure requirements would be coordinated through appropriate language changes in the Life Insurance Solicitation Regula· 
ti.on, the Annuit y and Deposit Fund Disclosure Regulation, and the Life Insurance Replacement Regulations. 

Respectfully submitted, 

Special Task Force of the ACLI 
Cost Disclosure Subcommittee 

Harold G. Ingraham, Jr., New England Life 
Robert D, Lowden, John Hancock 
Walter N. Miller, New York Life 
Richard C. Murphy, Aetna Life and Casualty 
Paul H. Rohrkemper, Connecticut General 
Michael P. Tine, Travelers Insurance 

PROPOSED REVISION OF 
NAIC LIFE INSURANCE SOLICITATION MODEL REGULATION 

NOTE, Bracketing [ ] indicates deletion; underlining indicates new material, 
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ATTACHMENT FIVE 

This rule is adopted and promulgated by (title of supervisory authority) pursuant to sections (4 (:Ji.) (a) of the Unfair and 
Deceptive Acts and Practices in the Business of Insurance Act) of the insurance code. 

Section 2. Purpose. 

(A) The purpose of this regulation is to require insurers to deliver to purchasers of life insurance, information which will
improve the buyer's ability to select the most appropriate plan of life insurance for his needs, improve the buyer's 
inderstanding of the basic features of the policy which has been purchased or which is under consideration and 
improve the ability of the buyer to evaluate the relative cost of similar plans of life insurance. 
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(B) This regulation does not prohibit the use of additional material which is not in violation of this regulation or any 
other (state) statute or regulation, 

Section 3. Scope. 

(A) Except as hereafter exempted, this regulation shall apply to any solicitation, negotiation or procurement of life
insurance occurring within this state. This regulation shall apply to any issuer of life insurance contracts including
fraternal benefit societies.

(B) Unless otherwise specifically included, this regulation shall not apply to:

1. 
2. 
3. 
4. 

5. 

Section 4. 

Annuities 
Credit life insurance 
Group life insurance 
Life insurance policies issued in connection with pension and welfare plans as defined by and which are sub
ject to the federal Employee Retirement Income Security Act of 1974 (ERISA) 
Variable life insurance under which the death benefits and cash values vary in accordance with unit values of 
investments held is a separate account 

Definitions. 

For the purpose of this regulation, the following definitions shall apply: 

(A) [ (a)] Buyer's Guide. A Buyer's Guide is a document which contains, and is limited to, the language contained in 
the Appendix� to this regulation or language approved by (title of supel'Visory authority). 

(B) Cash Dividend, A [C] Eash [DJ <:!_ividend is the current illustrated dividend which can be applied toward 
payment of the gross premium. 

(C) Current Rate Schedule. For a policy for which there is a non-guaranteed element, the current rate schedule
shows the premiums which will be charged or the cash values, death benefits or other benefits which will �_:_ 
available if there is no change in the basis of these items as illustrated at the_ time_ of _isslle· 

[ (C) Equivalent Level Annual Dividend. The Equivalent Level Annual Dividend is calculated by applying the following 
steps: 

1. Accumulate the annual cash dividends at five percent interest compounded annually to the end of the tenth 
and twentieth policy years.

2. Divide each accumulation of Step 1 by an interest factor that converts it into one equivalent level annual 
amount that, if paid at the beginning of each year, would accrue to the values in Step 1 over the respective
periods stipulated in Step 1. If the period is ten years, the factor is 13.207 and if the period is 20 years, the 
factor is 34,719. 

3. Divide the results of Step 2 by the number of thousands of the Equivalent Level Death Benefit to arrive at
the Equivalent Level Annual Dividend.]

(D) Equivalent Level Death Benefit. The Equivalent Level Death Benefit of a policy or term life insurance rider is an
amount calculated as follows: 

1. Accumulate the [guaranteed] amount payable upon death, regardless of the cause of death, at the beginning
of each policy year for ten and 20 years at five percent interest compounded annuaily to the end of the tenth 
and twentieth policy )'ears respectively. 

2. Divide each accumulation of Step 1 by an interest factor that converts it into one equivalent level annual 
amount that, if paid at the beginning of each year, would accrue to the value in Step 1 over the respective 
periods stipulated in Step 1. If the period is ten years, the factor is 13.207 and if the period is 20 years, the 
factor is 34.719. 

(E) Enhanced Ordinary Life Policy (EOL). An Enhanced Qrdinary Life Policy is a participating policy which has the 
following characteristics for all issue ages:

1. The basic policy has a guaranteed death benefit, which reduces after an initial period of one or more years -�9 
a basic amount, and
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A special dividend option provides either (a) a combination of immediate paid-up additions and one year term 
insurance or (b) deferred paid-up additions; which on the basis of the current Jividencfscaie· will provide a 
combined death benefit (reduced basic amount plus paid-up additions plus one year term) at least equal to 
the initiai face amount. 

The cross-over point of an EOL policy is the first policy anniversary at which the sum of the reduced basic amount 
and paid~up ad~i!i<>ES_~q~~~-~r ex~-~~-the initial ~e~_th __ !>Jnefit. - -· · 

i!L [(E)] Generic Name. Generic Name means a short title which is descriptive of the premium and benefit patterns 
of a policy or a rider. 

(G) [(F)) Life Insurance Cost Indexes. 
1. Life Insurance Surrender Cost Index. The Life Insurance Surrender Cost Index is calculated by apply· 

ing the following steps: 

2. 

3. 

a. Determine the [guaranteed) cash surrender value, if any, available at the end of the tenth and 
twentieth policy years. 

b. For participating policies, add the terminal dividend payable upon surrender, if any, to the 
accumulation of the annual cash dividends at five percent interest compounded annually to 
the end of the period selected and add this sum to the amount determined in Step a. 

c. Divide the result of Step b. (Step a. for non-participating [guaranteed-cost) policies) by an 
interest factor that converts it into an equivelant level annual amount that, if paid at the begin· 
ning of each year, would accrue to the value in step b. (step a. for non-participating [guaranteed 
cost] policies) over the respective periods stipulated in Step a. If the period is ten years, the 
factor is 13.207 and if the period is 20 years, the factor is 34. 719. 

d. Determine the equivalent level premium by accumulating each annual premium payable for 
the basic policy or rider at five percent interest compoun!led annually to the end of the period 
stipulated in Step a. and dividing the result by the respective factors stated in Step c. (this 
amount is the annual premium payable for a level premium plan). 

e. Subtract the result of Step c. from Step d. 

f. Divide the result of Step e. by the number of thousands of the Equivalent Level Death Benefit 
to arrive at the Life Insurance Surrender Cost Index, 

Life Insurance Net Payment Cost Index. The Life Insurance Net Payment Cost Index is calculated 
in the same manner as the comparable Life Insurance ~urrender Cost Index except that the cash sur
render value and any terminal dividend are set at zero. 

In the calculation of Life Insurance Cost Indexes for policies for which there is a non-guaranteed ele-
111ent, the amount payable upon death for purposes of Section 4(D)1, the cash surrender value for the 
purposes of Section 4(G)1., Step a., and the annual premium for the purposes of Section 4(G)1., Step 
d., are calculated on the basis of the Company's Current Rate Schedule. · · 

(H) Non-Guaranteed Element. A non-guaranteed element will apply for any policy whe~e--~~Y. _item . entering into the 
calculation of the life insurance surrender cost index can be changed by the company without the consent of the 
policy owner. This Non-Guaranteed Element is calculated by applying the following steps. 

1. Calculate the Life Insurance Surrender Cost Index for ten and 20 year periods on the assumption that the 
company charges the maximum premiums and pays the_minimum_cash_values and_death benefits allowed by 
the p~l~9.', and, if ~_e_p_o)icy is participatin_g, payi;_n_°. ~ividends,. 
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Calculate the Life Insurance Surrender Cost Index for ten .~d"_?_()J~~--P.~riods _on the assumption that the 
company charges premiums and pays cash values and death benefits on the basis of its Current Rate Schedule 
and, if the policy is participating, pays a terminal di',7~~~~ .. 3:~-~ _.~_nn~al dividends o_n the basis of its Curriilt 
Dividend Scale. 

Subtract the results of Step 2 from the results of Step 1 to arrive at the Non-Guaranteed Element. 

QL [(G)] Policy Summary. For the purposes of this regulation, Policy Summary means a written statement describing 
the elements of the policy including but not limited to: 

1. A prominently placed title as follows: STATEMENT OF POLICY COST AND BENEFIT INFORMA
TION. 

2, The name and address of the insurance agent, or, if no agent is involved, a statement of the procedure 
to be followed in order to receive responses to inquiries regarding the Policy Summary. 

3. The full name and home office or administrative office address of the company in which the life in
surance policy is to be or has been written. 

4. The generic name of the basic policy and each rider. 

5. The following amounts, where applicable [ , ] for the first five policy years and representative policy 
years thereafter sufficient to clearly illustrate the premium and benefit patters, including, but not 
necessarily limited to, the years for which Life Insurance Cost Indexes are displayed and at least one age 
from 60 through 65 or maturity whichever is earlier: 

a. The annual premium for the basic policy 

b. The annual premium for each optional rider 

c. The [guaranteed) amount payable upon death, at the beginning of the policy year regardless of 
the cause of death other than suicide, or other specifically enumerated exclusions, which is 
provided by the basic policy and each optional rider, with benefits provided under the basic 
policy and each rider shown separately 

d. Total (guaranteed] cash surrender values at the end of the year with values shown separately for 
the basic policy and each rider 

e. Cash dividends payable at the end of the year with values shown separately for the basic policy 
and each rider (Dividends need not be displayed beyond the twentieth policy year) 

f. The [guaranteed] endowment amounts payable under the policy which are not inclu4ed under 
guaranteed cash surrender values above 

For a policy for which there is a non-guaranteed elemen_t, _the maximum_premium_and ttie _minim_um 
amount payable upon death, minif!!~-~-E.~~~=~foe:~~~--~-~~h!i~~-~~n.i2~meni: -~~~unts_ :aiI~~~~f. b~_ the 
policy must be shown. These amounts may also be shown on the basis of the company's Current Rate 
~chedl!~- --··-·-- -

6. The effective policy loan annual percentage interest rate, if the policy contains this provision, specify
ing whether this rate is applied in advance or in arrears. If the policy loan interest rate is variable, the 
Policy Summary includes the maximum annual percentage rate. 

7. Life Insurance Cost Indexes for ten and 20 years but in no case beyond the premium paying period. 
Separate indexes are displayCd for the basic policy and for each optional term life-insurance rider. 
Such indexes need not be included for optional riders which are limited to benefits such as accidental 
death benefits, disability waiver of premium, preliminary term life insurance coverage of less than 12 
months and guaranteed insurability benefits nor for the basic policies or optional riders covering more 
than one life. 

..,·-.· 
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The Non-Guaranteed Element 1 Equivalent Level Annual Dividend,) in the case of participating poli
cies and [participating optional term life insurance riders, or other policies and riders for which there is 
a non-guaranteed element, under the same circumstances and for the same duration [s] at which Life 
Insurance Cost Indexes are displayed. 

A Policy Summary for a participating policy, or any other policy for which there is a non-guaranteed 
~lement, shall include the following: 

a. A statement indicating which cost factor is not guaranteed and that such factor is based_on_the 
company's Current Dividend Scale or Current_~~!: _?_c~~~ul_e. 

A statement in close proximicy to the non-guaranteed element as follows: An explanation 

of the intended use of the non-gu3.!=.1:1~:.~--~~~~C:::l!:~.-is included ir1 -~h: __ Lif:_ Insurance BuYer's 
Guide. 

[A Policy Summary which includes dividends shall also include a statement that dividends are based on 
the company's current dividend scale and are not guaranteed in addition to a statement in close proxi· 
mity to the Equivalent Level Annual Dividend as follows: An explanation of the intended use of the 
Equivalent Level Annual Dividend is included in the Life Insurance Buyer's Guide.] 

10. A statement in close proximity to the Life Insurance Cost Indexes as follows, An explanation of the 
intended use of these indexes is provided in the Life Insurance Buyer's Guide. 

11. The date on which the Policy Summary is prepared. The Policy Summary must considt of a separate 
document. All information required to be disclosed must be set out in such a manner as to not mini
mize or render any portion thereof obscure. Any amounts which remain leV(,l for two or more years 
of the policy may be represented by a single number if it is clearly indicated what amounts are appli
cable for each policy year. Amounts in item five of this section shall be listed in total, not on a per 
thousand nor per unit basis. If more than one insured is covered under one policy or rider, [guaran
teed] death benefits shall be displayed separately for each insured or for each class of insureds if death 
benefits do not differ within the class. Zero amounts shall be displayed [as zero and shall not be dis
played] as a blank space. 

Section 5. Special Plans. 

!he definitions of Section 4 will be modified as indica!:? belo~ -~~! .~~~t~~°: s_pecial plans of insurance: 

(A) Enhanced Or~inar_y_!-,i!e Policies. In the calculation_ of _Life_ Insurance C_ost Indexes _for and EOL policy, as defined in 

_Se<:~~on 4 _ (~): 

(B) 

(C) 

2. 

3. 

The cash value of benefits purchased by dividends payable on or be:!?.!~...!!l:~_~_r_p_s._s._-~_':'~~-e.~i_~t is included_}P.__~l"!_e_ 
cash surrender value for the purpose of Section 4(G)l., Step a. 

The death benefit purchased by dividends payable on or before the cross-over point is included in the amount 
payable upon death for tb;p~·rp·ose ·of Sec~5>!1 -4JD)i. -- - ... -

Dividends payable after the cross-over point are assumed to be _pai_d in_ cash f()r the purpose of Section 4(G)l., 
Step b. ·-· ·. - ·-·- · - -

Policies with Rates Subject to Continued lnsurabi!ity. For a policy under which premiums are charged at a reduced 
rate if evidence of c~~~-'?-~~.~..i?-~1:E~~g~_!:}'_ __ i~ -~~b~it~e4 __ pe~i9_9Jc_ajly,_ tl)~ _ll_Q_li_cy_~~-~!!l_~n'__!l_l;~St c!_i!Ql~_y __ ~_q§.()gd~~es· 
and other data on the assumption, first, that the insured always qualifies for the lowest possible premium level and, 
second, that premiums are always charged at the highest _l_evel allow,ed_ by. the policy. The _Surrima_ry __ mus~ indicate 
the conditions that must be fulfilled for in fusn·r;dtoqu-;iifY periociic:tl~y_ f_g~ t~ lower Premiums._ - --

Adjustable Cash Value Policies. For pOlicies with cash values which are not f~~ly guaranteed, such as 

_!:._ A policy under which the cash value is credited with interest at a guaranteed rl!_~~ .£!1:!.s_ <:,_Xf~Ss .~~~erest and 
whose pricing reflects term rates which can be increased up to a guaranteed maximum, or 
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A policy with a death benefit and cash values based on a current interest rate which is not guaranteed beyond 
.an initial period. 

Cost indexes are calculated on the basis of premiums, cash values and death benefits according to the com
p~n_y'_s c_ur~e~t_!~!~ schedule, and the non-guaranteed element is calcu1ated according to the rules of Section 
4Jl). 

Multi-Track Policies. For a policy which gives the owner the option to change or convert the policy from one plan or 
amount to another, Life Insurance Cost Indexes and the non-guaranteed element shall be calculated, afid data SiiaiI 
be displayed on the Policy Summary, on the assumption that the option is exercised. irideX·es Ill3,}' also be calculated 
and data may also be displayed based on stated assumptions as to the exercise o(t:he-Ojjti0ii:- - -- ----- ---·-

Section .ci_ [ 5], Disclosure Requirements. 

(A) The insurer sha11 provide, to all prospective purchasers, a Buyer's Guide and a Policy Summary prior to accepting 
the applicant's initial premium or premium deposit, unless the policy for which application is made contains an un
conditional refund provision of at least ten days or unless the Policy Summary contains such an unconditional refund 
offer, in which event the Buyer's Guide and Policy Summary must be delivered with the policy or prior to delivery 
of the policy. 

(B) The insurer shall provide a Buyer's Guide and a Policy Summary to any prospective purchaser upon request. 

(C) In the case of policies where the [ whose] Equivalent Level Death Benefit does not exceed $5,000, the requirement 
for providing a Policy Summary will be satisfied by delivery of a written statement containing the information de
scribed in Section 4<_!? [(G)], items 2, 3, 4, Sa, Sb, Sc, 6, 7, ~ 10 and [ , ] 11. 

Section _'?(6]. General Rules. 

(A) Each insurer shall maintain at its home office or principal office, a complete file containing one copy of each docu
ment used by it authorized [by the insurer for use] pursuant to this regulation, Such file shall contain one copy of 
each authorized form for a period of three years following the date of its last authorized use. 

(B) An agent shall inform the prospective purchaser, prior to commencing a life insurance sales presentation, that he is 
acting as a life insurance agent and inform the prospective. purchaser of the full name of the insurance company which 
he is representing to the buyer. In sales situations in which an agent is riot involved, the insurer shall identify its full 
name. 

(C) 

(D) 

(E) 

(F) 

(G) 

(H) 

Terms such as financial planner, investment advisor, financial consultant, or financial counseling shall not be used 
in such a way as to imply that the insurance agent is primarily [generally} engaged in an advisory business in which 
compensation is unrelated to sales unless such is actually the case. 

Any reference to a [policy] dlvidend[s) or other Non-Guaranteed Cost Factor must include a statement that such 
factor is [dividen& are] not guaranteed( . J and is based on the company's current dividend scale or current-~ ~- --·-----

A system or presentation which does not recognize the time value of money through the use of appropriate interest 
adjustments shall not be used for comparing the cost of two or more life insurance policies. Such a_ s}'Stem may be 
used for the purpose of demonstrating the cash-flow pattern of a policy if such presentation is accompanied by a 
statement disclosing that the presentation does not recognize that, because of interest, a dollar in the future has less 
value than a dollar today. 

A presentation of costs (other than Life Insurance Cost Indexes) or benefits shall not display guaranteed and non
guaranteed factors [benefits] as a single sum unless they are sbOW~ ;eparately in close proximity thereto. 

A statement regarding the use of the Life Insurance Cost Indexes sha1l include an explanation to the effect that the 
indexes are useful only for the comparison of the relative costs of two or more similar policies. 

A Life Insurance Cost Index which reflects a non-guaranteed element [ dividends or an Equivalent Level Annual 
Dividend] shall be accompanied by a statement that it is based on the company's current [ dividend] scale _£!. 

schedule for that factor and is not guaranteed. 
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[(I) For the purposes of this regulation, the annual premium for a basic policy or rider, for which the company reserves 
the right to change the premium, shall be the maximum annual premium.] 

Section.§..[7]. Failure to Comply. 

Failure of an insurer to provide or deliver a Buyer's Guide, or a Policy Summary as provided in Section...£_ [5] shall constitute 
an omission which misrepresents the benefits, advantages, conditions or terms of an insurance policy. 

Section..2, {8]. Effective Date. 

This rule shall apply to all solicitations of life insurance which commence on or after (insert a date at least six months fol

lowing adoption by the regulatory authority [ . ] ). 

APPENDIX A 

Life Insurance Buyer's Guide 

The face page of the Buyer's Guide shall read as follows: 

Life Insurance Buyer's Guide 

This guide can show you how to save money when you shop for life insurance. It helps you to: 
- Decide how much life insurance you should buy 
-Decide what kind of life insurance policy you need 
-Compare the cost of similar life insurance policies 

Prepared by the National Association of Insurance Commissioners 

Reprinted by (Company Name) 

(Month and year of printing) 

The Buyer's Guide shall contain the following language at the bottom of page 2: 

The National Association of Insurance Commissioners is an association of state insurance regulatory •officials, This associa
tion helps the various insurance departments to coordinate insurance laws for the benefit of all consumers. You are urged 

to use this guide in making a life insurance purchase. 

This Guide Does Not Endorse Any Company or Policy 

The remaining text of the Buyer's Guide shall begin on page 3 as follows: 

Buying Life Insurance 

When you buy life insurance, you want a policy which fits your needs without costing too much. Your first step is to de
cide how much you need, how much you can afford to pay and the kind of policy you want, Then, find out what various 
companies charge for that kind of policy. You can find important differences in the cost of life insurance by using the life 
insurance cost indexes which are described in this guide. A good life insurance agent or company will be able and willing 
to help you with each of these shopping steps. 

If you are going to make a good choice when you buy life insurance, you need to understand which kinds are available. 
If one kind does not seem to fit your needs, ask about the other kinds which are described in this guide. If you feel that 
you need more information than is given here, you may want to check with a life insurance agent or company or books on 

life insurance in your public library. 

Choosing the Amount 

One way to decide how much life insurance you need is to figure how much cash and income your dependents would need 
if you were to die. You should think of life insurance as a source of cash needed for expenses of final illness, paying taxes, 
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mortgages or other debts. It can also provide income for your family's living expenses,- educational costs and other future 
expenses. Your new policy should come as close as you can afford to making up the difference between (1) what your de
pendents would have if you were to die now, and (2) what they would actually need. 

Choosing the Right Kind 

All life insurance policies agree to pay an amount of money if you die. But all policies are not the same. There are three 
basic kinds of life insurance, 

1. Term insurance 
2, Whole life insurance 
3. Endowment insurance 

Remember, no matter how fancy policy title or sales presentation might appear, all life insurance policies contain one or 
more of the three basic kinds. If you are confused -about a policy that sounds complicated, as the agent or company if it 
combines more than one kind of life insurance. The following is a brief descl'iption of the three basic kinds: · 

Term Insurance 

Term Insurance is death protection for a "term" of one or more years. Death benefits will be paid only if you die within 
that term of years. Term insurance generally provides the largest immediate death protection for your premium dollar. 

Some term insurance policies are "renewable" for one or more additional terms even if your health has changed. Each time 
you renew the policy for a new term, premiums will be higher. You should check the premiums at older ages and the 
length of time the policy can be continued. 

Some term insurance policies are also "convertible". This means that before the end of the conversion period, you may 
trade the term policy for a whole life or endowment insurance policy even if you are not in good health. Premiums for 
the new policy will be higher than you have been paying for the term insurance. 

Whole Life Insurance 

Whole life insurance gives death protection for as long as you live. The most common type is called "straight life" or "ordi· 
nary life" insurance, for which you pay the same premiums for as long as you live. These premiums can be several times 
higher than you would pay initially for the same amount of term insurance. But they are smaller than the premiums you 
would eventually pay if you were to keep renewing a term insurance policy until your later years. 

Some whole life policies let you pay premiums for a shorter period such as 20 years, or until age 65. Premiums for these 
policies develop "cash values" which you may have if you stop paying premiums. You can generally either take the cash, 
or use it to buy some continuing insurance protection. Technically speaking, these values are called "nonforfeiture bene
fits." This refers to benefits you do not lose (or "forfeit'') when you stop paying premiums. The amount of these benefits 
depends on the kind of policy you have, its size, and how long you have owned it. 

A policy with cash values may also be used as collateral for a loan. If you borrow from the life insurance company, the 
rate of interest is shown in your policy. Any money which you owe on a policy loan would be deducted from the benefits 
if you were to die, or from the cash value if you were to stop paying premiums. 

Endowment Insurance 

An endowment insurance policy pays a sum or income to you - the policyholder - if you live to a certain age. If you were 
to die before then, the death benefit would be paid to your beneficiary. Premiums and cash values for endowment insur• 
ance are higher than for the same amount of whole life insurance. Thus endowment insurance gives you the least amount of 
death protection for your premium dollar. 
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Finding a Low Cost Policy_ 

After you have decided which kind of life insurance fits your needs, look for a good buy. Your chances of finding a good 
buy are better if you use two types of index numbers that have been developed to aid in shopping for life insurance. One is 
called the "Surrender Cost Index" and the other is the "Net Payment Cost Index". It will be worth your time to try to 
undersrand how these indexes are used, but in any event, use them only for comparing the relative costs of similar policies. 
LOOK FOR POLICIES WITH LOW COST INDEX NUMBERS. 

What is Cost? 

"Cost" is the difference between what you pay and what you get back. If you pay a premium for life insurance and get 
nothing back, your cost for the death protection is the premium. If you pay a premium and get something back later on, 
such as a cash value, your cost is smaller than the premium. 

The cost of some policies can also be reduced by dividends; these are called "participating" policies. Companies may tell 
you what their current dividends are, but the size of future dividends is unknown today and cannot be guaranteed. Divi
dends actually paid are set each year by the company. 

Policies which do not pay dividends are called "non-participating." Under some non-participating policies, premiums, cash 
~11,l~JaJ!<!__d!c~~I:!. beJ!~flt!l_~~aranteed; (Some policies do not pay dividends. T] _!hese are called "guaranteed cost" [or 
"non-participating"] policies. Every feature of a guaranteed cost policy is fixed so that you know in advance what your 
futme cosq will be. 

Some policies do not guarantee the amount of the premium which will be charged or the amount of the cash value or death 
benefit which will be paid. When one or more of these features is not gul!l'w1ie-ed, -companies··may tell you the amount of the 
non-guaranteed features on the basis of their currentrates"hut the actual amounts charged or paid m_lly_l>~ IllOre or less than 
their current rates. 

[The premiums and cash values of a participating policy are guaranteed, but the dividends are not.] Premiums for partici
pating policies are typically higher than for guaranteed cost policies, but the cost to you over time may be higher or lower, 
depending on the dividends actually paid [ . I under the participating policy. Costs of ~th~~cies with 11~~-_8'llll:ranteed 
costs will also depend on the premiums actually charged or _t~_e ca_sh_ ~u~s or death benefits actually paid. 

What are Cost Indexes? 

In order to compare the cost of policies, you need to look at, 

1. Premiums 
2. Cash values 
3. Dividends 

Cost indexes use one or more of these factors to give you a convenient way to compare relative costs of similar policies. 
When you compare costs, an adjustment must be made to take into account that money is paid and received ar different 
times. It is not enough to just add up the premiums you will pay and to subtract the cash values and dividends you expect 
to get back. These indexes take care of rhe arithmetic for you. Instead of having to add, subtract, multiply, and divide 
many numbers yourself, you just compat'.e the index numbers which you can get from life insurance agents and companies: 

1. Life Insurance Surrender Cost Index, This index is useful if you consider the level of the cash values to be of 
primary importance to you. It helps you compare costs if at some future point in time, such as ten or 20 
years, you were to surrender the policy and take its cash value, 

2. Life Insurance Net Payment Cost Index. _ This index is useful if your main concern is the benefits that are to 
be paid at your death and if the level of cash values is of secondary importance to you. It helps you compare 
costs at some future point in time, such as ten or 20 years, if you continue paying premiums on your policy 
and do not take its cash value, 

There is another number called the Non-Guaranteed Element (Equivalent Level Annual Dividend]. [It shows the part 
dividends play in determining the cost index of a participating policy.I For participating policies, this number shows the 
effect on the cost indexes of dividends. Under other policies, this number shows the effect on cost indexes of any portion 
of premiums, cash. valu<!s or. death benefits which is not guaranteed. Adding a policy's non-guaranteed element [Equivalent 
Level Annual Dividend] to its cost index allows you -tOC()Ol-pare maximum [total] costs of similar policies [before deducting 
dividends). However, in making such comparisons [if you make any cost comparisons of a participating policy with a non-
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participating policy], remember that the maximum [total) cost of a [the participating policy for which a non-guaranteed 
element is shown may [will] be reduced [by dividends), but the cost of a guaranteed cost (the non-parti~ip-;:ting] policy 
will not change. 

How Do I Use Cost Indexes? 

The most important thing to remember when using cost indexes is that a policy with a small index number is generally a 
better buy than a comparable policy with a larger index number. The following rules are also important, 

1. Cost comparisons should only be made between similar plans of life insurance. Similar plans are those which 
provide essentially the same basic benefits and require premium payments for approximately the same period 
of time. The closer policies are to being identical, the more reliable the cost comparison will be. 

2. Compare index numbers only for the kind of policy, for your age and for the amount you intend to buy, 
Since no one company offers the lowest cost for all types of insurance at all ages and for all amounts of in
surance, it is important that you get the indexesfor the actual policy, age and amount which you intend 
to buy. Just because a "Shopper's Guide" tells you that one company's policy is a good buy for a particular 
age and amount, you should not assume that all of that company's policies are equally good buys. 

3. Small differences in index numbers could be offset by other policy features, or differences in the quality 
of service you may expect from the company or its agent. Therefore, when you find small differences in cost 
indexes, your choice should be based on something other than cost. 

4. In any event, you will need other information on which to base your purchase decision. Be sure you can 
afford the premiums, and that you understand its cash values, dividends and death benefits. You should also 
make a judgment on how well the life insurance company or agent will provide service in the future, to you as 
a policyholder. 

5. These life insurance cost indexes apply to new policies and should not be used to determine whether you 
should drop a policy you have already owned for awhile, in favor of a new one. If such a replacement is 
suggested, you should ask for information from the company which issued the old policy before you take 
action, 

Important Things to Remember - A Summary 

The first decision you must make when buying a life insurance policy is choosing a policy whose benefits and premiums 
mosc closely meet your needs and ability to pay. Next, find a policy which is also a relatively good buy. If you compare 
Surrender Cost Indexes and Net Payment Cost Indexes of similar competing policies, your chances of finding a relatively 
good buy will be better than if you do not shop. REMEMBER, LOOK FOR POLICIES WITH LOWER COST INDEX 
NUMBERS. A good life insurance agent can help you to choose the amount of life insurance and kind of policy you want 
and will give you cost indexes so that you make cost comparisons of similar policies. 

Don't buy life insurance unless you intend to stick with it. A policy which is a good buy when held for 20 years can be very 
costly if you quit during the early years of the policy. If you surrender such a policy during the first few years, you may 
get tittle or nothing back and much of your premium may have been used for company expenses. 

Read your new policy carefully, and ask the agent or company for an explanation of anything you do not understand. 
Whatever you decide now, it is important to review your life insurance program every few years to keep up with changes 
in your income and responsibilities. 
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