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Where To Begin?

Annuities are an excellent choice for most investors. A sum of
money is deposited with an insurance company. The company
credits the account with tax-deferred growth (“fixed-interest”
annuity or “variable” annuity) or returns a lifetime income
(“immediate” annuity).

ANNUITY SHOPPER MAGAZINE helps you sort through
the mysteries behind the different types of annuities. We report the
current rates, account performance and features of many of the top
contracts plus the financial rankings of more than 250 companies.

Where should you begin?

If you are well-versed in annuities, you will probably want to
start with our Immediate Annuities Update or Deferred Annuities
Update sections. There you’ll find our latest survey of annuity
rates and policy performance. If you are new to annuities, may I
suggest you call us at 800-872-6684 to receive a free copy of our
introductory booklet entitled How fo Buy A Top Annuity. After
reading the booklet you can then proceed to the Update sections in
the magazine.

Research on the strength of annuity issuers can be found in the
section titled Insurance Company Ratings. We list data from the
main rating agencies: Standard & Poor’s, Moody’s, Duff &
Phelps, and Weiss Research. Also shown is each company’s asset
level and capital ratio.

If you’d like to reach us, please call 800-872-6684. We
welcome your comments and suggestions. Our brokerage
representatives are also available to help you find the right
annuity. Please also visit us our web site ¢n the internet at

www.annuityshopper.com.

Send your questions and concerns, with your address and phone
number, to Hersh Stern, Publisher, Annuity Shopper Magazine, 8
Talmadge Drive, Jamesburg, NJ 08831.
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Retirement & Pension Issues

A New Estate Planning Tool: Using
the Roth IRA in an Irrevocable Trust

Much has already been written about
the potential monetary advantages of a
Roth IRA' versus a conventional “up-
front-deduction” IRA.”> This article does
not deal with that subject.

This article will deal solely with the
author’s observations and comments re-
garding the use of the Roth IRA as a
new, even exciting, estate planning vehi-
cle. This article will
first describe the au-
thor’s conclusions of
the statutory provisions
and other authority on
which the conclusions
are based.

The author believes
that the Roth IRA can
be established as a
trust® which  would
have the following fea-
tures: (1) part or all of
an existing conven-
tional IRA is either
rolled over to, or con-
verted into, an irrevo-
cable Roth IRA trust;’
(2) the settlor retains no
iterest in, or powers
over, the irrevocable
Roth IRA trust; (3) the
beneficiaries of the
trust are the usual, nat-
ural objects of the settlor’s bounty, prin-
cipally children and grandchildren, and
in some limited circumstances, the
spouse; (4) no distributions may be made
during the settlor’s lifetime to anyone.
The Roth IRA trust beneficiary designa-
tion must explicitly provide that the sett-
lor irrevocably confirms that he or she
will not receive any portion of the Roth
IRA trust during his or her lifetime, the
statute does not require distributions to
be made during the settlor’s lifetime.’

In the author’s opinion, the following
are the federal transfer tax consequences
of such an arrangement:

First: There will be an immediate gift
by the settlor of the amount set aside in
the irrevocable Roth IRA trust. This will

be a gift of a future interest, not quali-
fying for the annual exclusion, because
no distributions may be made during
the settlor’s lifetime to any benefi-
ciary.

Second: As any other taxable gift, a
gift tax may be payable, depending on
the size of the gift and the amount of
the settlor’s remaining unified credit

and the ability to split the gift. If the
unified credit has been exhausted, an
immediate gift tax will be payable.

Third: Because the settlor has re-
tained no control over the irrevocable
Roth IRA trust and is not entitled to
any distribution from the trust during
his or her life time, the value of the
Roth IRA trust at the settlor’s death
will not be included in the settlor’s
federal estate.

Fourth: Because the value of the
irrevocable Roth IRA trust will not be
included in the settlor’s federal gross
estate, the so-called estate tax inclu-
sion period (ETIP) rule®  for
generation-skipping transfer tax pur-
poses will not be applicable. There-

fore, an immediate allocation of part or
all of the settlor’s remaining $1,000,000
GST exemption may be made to the
irrevocable Roth IRA trust when the
grandchild is the beneficiary.” This is,
probably, the single most important es-
tate planning advantage of using this
type of trust. As a result, the income and
principal appreciation of the Roth IRA
trust will be accumulat-
ing tax free during the
settlor’s lifetime.
Therefore, even a rather
modest amount put
aside in an irrevocable
Roth IRA trust for a
grandchild could have a
significantly increased
value at the settlor’s
death, depending, of
course, on the length of
settlor’s life. However,
the greatest potential for
the IRA’s appreciation
in value stems from the
very long distribution
period applicable to a
grandchild.

For example, assume
that a grandchild is 24-
years old when the sett-
lor dies; the maximum
distribution period,
based on the grandchild’s life expectancy
at age 25 (the year following the date of
settlor’s death), is 57 years.® Accord-
ingly, the annual amount required to be
distributed after the settlor’s death begins
at approximately 1 3/4% of the value of
the IRA, and the percentage slowly in-
creases as the divisor is reduced by “1”
for each subsequent year, e.g., at grand-
child’s age 50, the divisor would be re-
duced to 32, requiring a distribution of
3.125% of the value of the Roth IRA
trust at that time. Any appreciation in
excess of these minimum-required distri-
butions can stay in the IRA trust to earn

additional appreciation on a com-
pounded, tax-free basis. Of course,
(Continued on page 8)
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Retirement & Pension Issues

(Continued from page 7)

when and to what extent the funds can
be withdrawn after the settlor’s death
by, or for the benefit of, the grandchild
will be controlled by the terms of the
beneficiary designation governing the
Roth IRA and the terms of the IRA.

Let’s now examine the legal basis for
the foregoing conclusions.

The tax policy behind the Roth IRA
concept, as stated in the Congressional
Committee Report, is that “individuals
should be encouraged to save” and that
“[s]Jome taxpayers may find such a
[Roth IRA] vehicle more suitable for
their savings needs.” Ina very practical
way, the Roth IRA permits an individ-
ual to save for the benefit of his or her
children and grandchildren after death.
Particularly in view of the prevailing
very high educational costs, such sav-
ings should be encouraged. Funds
saved in an irrevocable Roth IRA trust
during the settlor’s lifetime will be-
come distributable free of income taxes
to the beneficiaries.

This new ability to eliminate distri-
butions from an IRA to the settlor dur-
ing his or her lifetime is a fundamental
policy concept of Roth IRAs which is
clearly spelled out in Code Sec.
408A(c)(5)(A)&(B). Under these pro-
visions, there is no mandatory distribu-
tion during the settlor’s lifetime. Sim-
ply stated, all that the settlor is doing by
establishing an irrevocable Roth IRA
trust is confirming his or her right to
forego distributions during his or her
lifetime. This ability to eliminate irre-
vocably distributions during the sett-
lor’s lifetime is the key provision which
makes the Roth IRA trust such an at-
tractive estate planning vehicle, be-
cause amounts held in a properly
drafted irrevocable Roth IRA trust can
be excluded from the settlor’s federal
gross estate. In a well drafted irrevoca-
ble trust, the settlor has no taxable in-
terest in, or control over, the irrevoca-
ble Roth IRA trust." Accordingly, the
transfer tax consequences are identical
to those of any other irrevocable inter
vivos trust in which the settlor has no
taxable interest or power, i.e., there is a
gift tax (reduced by any remaining uni-
fied credit), but no estate tax.

Because the statute authorizes zero
distributions from a Roth IRA during
the settlor’s lifetime, the transfer tax

8  July - September 1998

situation is entirely different from a
conventional IRA, which requires dis-
tributions to be made under Code Sec.
408(a)(6) to the IRA owner during his
or her lifetime. To the author, an
irrevocable confirmation of the sett-
lor’s intent to forego lifetime distribu-
tions is not an “assignment” of the IRA
which might be considered to ad-
versely affect the tax results discussed
above.

For income tax purposes, the settlor
has already taken the amount of the
rollover to the Roth IRA into income
and, therefore, has a basis in the Roth
IRA."” Therefore, even if the irrevoca-
ble confirmation of zero lifetime distri-
butions to the settlor could, somehow,
be treated as an assignment, there
would be no adverse income tax con-
sequences, because there would be no
further realization of income. Unlike a
qualified plan, there is no requirement
that an IRA must contain a provision
that the benefits cannot be assigned.
In contrast, Code Sec. 401(a)(13) ex-
plicitly requires that a qualified plan
must provide that benefits “may not be
assigned or alienated.”

For transfer tax purposes, the irrevo-
cable transfer of funds to beneficiaries
by a living individual is a “gift,” a
taxable event. Calling a “gift” an
“assignment” does not change transfer
tax consequences. It is the conclusion
that the establishment of an irrevoca-
ble Roth IRA trust does constitute a
gift that, in turn, produces the favor-
able estate planning opportunity.

Finally, there is no policy reason, in
the author’s opinion, why an irrevoca-
ble confirmation that the settlor fore-
goes (renounces, disclaims—pick any
word you like) all lifetime distribu-
tions from a Roth IRA should be
treated differently than any other irre-
vocable gift by the settlor. The settlor,
as in any such gift, is parting with
property that he or she could retain and
use during his lifetime. The establish-
ment of an inter vivos irrevocable Roth
IRA trust is wholly consistent with the
statutory policy which explicitly con-
templates an individual’s decision not
to have distributions made to him or
her during lifetime.

¢ ANNUITY SHOPPER Magazine

ENDNOTES

'Code Sec. 408A, effective January
1, 1998.

*Whether there is an advantage or a
disadvantage in switching to a Roth
IRA depends on the assumptions relat-
ing to tax rates, investment returns and
the time period for the required mini-
mum distributions.

>The author prefers the use of a trust
IRA, rather than a custodial IRA. A
trust IRA is particularly desirable if the
Roth IRA is established for a grand-
child, because the period of distribution
could be very long. Practitioners and
their clients are accustomed to the use
of trusts for long periods.

‘Code Sec. 408A(d)(3).

’Code Sec. 408A(c)(5).

‘Reg § 26.2632-1(c)(2).

"This assumes that the settlor’s child,
the parent of the grandchild, is then
living. See Reg § 26.2612-1(a)(2).

8Reg § 1.72-9 Table V; Prop Reg
1.401(a)(9)-1 Q&A E-2(a).

’Sen. Rep. No. 105-33, 105th Cong.
Ist Sess. Revenue Reconciliation Act of
1997, at 29 (June 20, 1997)

"%Code Sec. 408A(d)(2)(A)(ii).

""Code Sec. 2037 does not include
any amount in the settlor’s taxable es-
tate, because he or she would not have
a reversionary interest.

Code Sec. 408A(d)(3)(A)(i)) and
©).

Article written by Mervin M. Wilf, Esq. The
author’s address is 3901 Mellon Bank Center,
1735 Market Street, Philadelphia, PA, 19103.
Reprinted from Pension and Benefits Week, Oc-
tober 27, 1997 issue, Research Institute of Amer-
ica Group.
$275/r.

Subscriptions:  800-421-9025,




Concerning Elders

Some Basic Guidelines On
Medicaid Impoverishment
And Coverage For Nursing
Home Care

¢ Your income. The amount of in-
come you may collect and still qualify
for Medicaid to pay your nursing-home
bills varies from state to state and
changes periodically. In most states, if
you spend all your income on nursing-
home costs—minus a small personal-
needs allowance, typically less than
$100 a month—Medicaid will cover the
balance of the nursing home’s charges.

Nineteen so-called income-cap states,
however (Alabama, Alaska, Arizona,
Arkansas, Colorado, Delaware, Florida,
Idaho, Iowa, Louisiana, Mississippi,
Nevada, New Mexico, Oklahoma, Ore-
gon, South Carolina, South Dakota,
Texas and Wyoming), restrict Medicaid
eligibility to people who have incomes
below a maximum that rises annually
with inflation. The states’ income cap
for 1998 is $1,482 a month.

¢ Your assets. The value of the as-
sets you can keep also varies by state,
though most set the limit at $2,000 for
an individual. Your house is also ex-
empt if you expect to return to it after
leaving the nursing home or if your
spouse lives there.

If you enter a nursing home and your
spouse doesn’t, he or she can keep
more income and assets than permitted
under the eligibility rules summarized
above. In general, Medicaid eligibility
consider all assets owned by either
spouse, then allows the spouse still liv-
ing at home to keep half of the couple’s
assets up to state-by-state limits. By
federal law, the total can’t be less than
$15,804 nor more than $79,020. These
amounts rise with the cost of living.

Now here are the basics of giving
away assets to qualify for coverage,
which is where lawyers get nervous:

e Transferring assets to someone
other than your spouse. When you
apply for Medicaid, you must disclose
any gifts you’ve made to people other

than your spouse within the past 36
months. Such asset transfers result in
a period of ineligibility for Medicaid.
Government bureaucrats calculate the
waiting period by dividing the value of
the assets you've given away by the
average monthly cost of nursing-home
care in your state or region. (You can
ask your state Medicaid office, usually
located in the state capital, for the av-
erage monthly cost of nursing-home
care in your area.) For example, a
Massachusetts resident who disposes
of $45,000 can’t receive Medicaid for
the next 10 months because the aver-
age monthly cost of a nursing home
there is $4,500, and applying during
the 10 months is illegal.

¢ Transferring assets to an irrevo-
cable trust. Trusts established to qual-
ify you for Medicaid involve waiting
periods too. Though some exceptions
apply to individuals defined as dis-
abled under the Social Security laws,
most people who dispose of their as-
sets by putting them in a trust must
work within tight constraints. For an
irrevocable trust to be effective, says
Boston attorney Alexander A. Bove
Jr., author of The Medicaid Planning
Handbook (Little Brown; $12.95), you
must not have the option of tapping its
principal.

When you apply for Medicaid, you
must disclose whether you or your
spouse ever created a trust or whether
either of you is the beneficiary of a
trust. If you answer yes to either ques-
tion, you must produce a copy of the
trust document, plus records of all trust
transactions and distributions that have
occurred within 60 months of your
Medicaid application. Again, transfers
and distributions can create a waiting
period. The length of time you must
delay applying for Medicaid will de-
pend on the amount of assets involved
and the average monthly fees for
nursing-home care in your area.

Reprinted from Retire With Money (3/98), Time
and Life Building, Rockefeller Center, New
York, NY 10020.

Beneficiary Allowed To
Consolidate Five IRAs
After Owner’s Death

An individual who inherits an IRA
from someone other than his spouse
may not roll over the inherited IRA into
his or her own IRA. (Code Sec.
408(d)(3)(C)) Thus, if an individual
inherits an IRA from his mother, for
example, he cannot rollover the IRA
into his own IRA even though he
prefers the way his own IRA is in-
vested. Despite the rollover bar, a re-
cent letter ruling shows a way that an
individual who inherits one or more
IRAs from someone other than his
spouse can get them into a single IRA
invested in the way he see fit without
violating the no rollover rule and with-
out being currently taxed. (IRS Letter
Ruling 9737030)

Facts of Ruling. Catherine Murphy
established separate IRAs at five differ-
ent financial institutions and began re-
ceiving distributions after she reached
age 70-1/2. After she died, her son,
James, who was the beneficiary of all
five IRAs, wanted to consolidate the
IRAs into a single IRA. James pro-
posed to set up an IRA account at a
trust company in his mother’s name and
then have the five IRAs transferred in
trustee-to-trustee transfers to the new
IRA.

The ruling observed that it is neither
the IRA participant nor the trustees or
custodians of the IRAs who wish to
initiate the transfer but rather the bene-
ficiary. The ruling said that as long as
the new IRA is maintained in Mrs.
Murphy’s name, the transfer from the
other IRAs won’t be treated as a distri-
bution or payment to James.

observation: The opportunity to do
post-death tax-free trustee-to-trustee
transfers of funds inherited from a par-
ent may be particularly useful where
the parent invested the funds in bank
certificates of deposit to provide a
needed stream of income and to avoid
risk and the child desire to place the
IRA funds in a brokerage account, e.g.,
to invest in growth stocks.

Reprinted from Pensions & Benefits Week,
September 22, 1997 issue. Research Institute of
America Group. Subscriptions: 800-421-9025,
3275/r.
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Continuing Education

Use This List To Make
Sure You Get All The
Pension Money You’re
Owed

Workers are increasingly being short-
changed by employers whose pension
plans shut down. Seven times since
1988, the government’s Pension Benefit
Guaranty Corporation, which insures pri-
vate plans, has audited lump-sum pay-
ments to employees whose fully funded
defined-benefit plans have been termi-
nated. The results show a steady in-
crease in the estimated number of work-
ers who got less than they should have—
from 2.8% for plans that closed between
April 1, 1986 and Feb. 29, 1988 for 8.2%
for plans terminated in 1994 and 1995.

To help you figure out if you’re get-
ting all the money you deserve, the U.S.
Department of Labor has issued a check-
list of the most common errors in pen-
sion calculations. when verifying your
benefit, look for the following mistakes:

e Failure to include all of your com-
pensation, including commissions, over-
time, bonuses and all your years of ser-
vice

e Use of incorrect data—especially
the interest rate or the date you become
eligible for Social Security benefits if
they’re coordinated with your plan

e Wrong basic information, such as
your birth date, Social Security number,
new marriage or death of a spouse

¢ Undervaluing the assets in your ac-
count

e Your employer’s failure to con-
tribute on your behalf

e Mistakes in math

If you find an error, first try to resolve
it with your plan administrator. If that
doesn’t work, ask your local bar associa-
tion for a referral to a lawyer who spe-
cializes in pension law. Or call the pri-
vate National Center for Retirement in
Northbrook, Ill. at 800-666-1000. The
center’s staff will investigate, and if they
find a mistake, they’ll help you collect
the money you’re owed. The center’s
fee is 30% of the amount recovered if
you’re an individual and 25% per person

10  July - September 1998 ¢

if 10 or more people are involved. If
the math was correct, the service is
free.

Reprinted from Retire with Money, September
1997. Time and Life Building, Rockefeller Cen-
ter, New York, NY 10020.

‘/

SPIAs & Munibond
Replacement

Muni-bond holders are among the
most difficult people to whom you can
sell an annuity. I approach such
prospects with the YMCA plan, which
means “your money comes again.”

Let’s look at an actual case. My
client, Thelma, is a 75-year-old widow
who inherited from her late husband a
$1,000,000 municipal bond portfolio
that yields 5.5% free of federal income
tax. She was receiving $55,000 a year
in income, but this created a problem
for her because her spouse handled all
of the financial affairs.

Not only does she have to take
charge, she has to deal with market
risk associated with the rise and fall of
interest rates. Then, as current interest
rates declined, her higher yielding is-
sues were starting to be “called,” and
she had to reinvest at lower yields.
And finally, the bonds are now part of
her taxable estate. This is where the
YMCA plan comes to the rescue. I
begin by asking the following ques-
tions:

ANNUITY SHOPPER Magazine

“Thelma, would you be interested in a
program that provides you with the same
income but is exempt from market risk
and early redemption? Plus as an added
extra benefit, your $1 million asset
would be totally tax free to your heirs?”

These two questions will get the
prospect’s attention. I also knew she was
in excellent health for her age and could
qualify for life insurance.

“Thelma, we have to do two things,
and not necessarily in this order. First,
we liquidate the bond portfolio and pur-
chase a life-only immediate annuity for
$1 million.”

The best rate I could find for her was
$9,415.87 a month, which is $112,990 a
year, more than double the bond income.
Because it is a return of principle,
$79,989.84 (70.8%) is excluded from her
income tax.

In her 28% federal tax bracket, she
will pay $9,287 a year. This leaves her a
net annual income of $103,703
($112,980-$9,287).  This is $48,703
more a year than her bond portfolio.

I then suggest, “Thelma, the second
step is to use the additional income and
purchase a $1 million life insurance poi-
icy, which an irrevocable trust owns.
Trust ownership will keep the proceeds
out of your estate.”

There are several benefits for Thelma.
She has removed the $1 million from her
estate and not suffered a loss in income.
The immediate annuity is secure and pro-
vides a consistent monthly income. She
never again has to worry about bonds
being called or having to reinvest her
principle.

In short, this is a win-win situation.
She wins by having the peace of mind
that her income will continue for the rest
of her life and she distributes the $1
million asset in the most tax efficient
manner. And the agent wins by earning
commissions from solving the prospect’s
problem, which is what we get paid to
do!

Reprinted from Life Insurance Selling, March,
1997 Published monthly by Commerce Publish-
ing Co. Subscriptions: (314) 421-5445, $14/yr.
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Health Plan Forced
to Cover Participant
Shot By Police in
Domestic Incident

A welfare benefit plan that precluded
coverage of treatment of accidental in-
juries incurred in the course of an illegal
activity nonetheless had to cover a par-
ticipant’s gunshot wounds inflicted by a
policeman during intervention in a do-
mestic dispute, because of the less re-
strictive terms of the plan’s SPD, the
Seventh Circuit ruled. Williams v Mid-
west Operating Eng’rs Welfare Fund
(1997, CA7) 1997 WL 601077)

Monroe  Williams
was covered by a health
insurance plan main-
tained by the Midwest
Operating  Engineers
Welfare Fund (the
plan). Williams was
shot five times in the
legs by a Gary, Indiana
police officer who was
intervening in a domes-
tic violence episode in
which Williams sought
forcible entry into an
apartment where his es-
tranged girl friend was
staying. The plan re-
fused to cover the ex-
penses of treating the
wounds, which totalled
more than $200,000, on
the basis of a plan provi-
sion that precluded pay-
ments for a participant’s accidental in-
Jury if the injury occurred as a result of
an intentional incident. The plan’s SPD,
however, made no reference to the ex-
ception for intentional incident. The
plan’s SPD, however, made no reference
to the exception for intentional occur-
rences in describing the benefits payable
for accidental injuries. Williams filed an
ERISA suit for nonpayment of benefits
in federal district court, alleging that the
SPD should dictate the payment of bene-
fits where it and the plan document were
in conflict.

The district court granted summary
judgment in the plan’s favor for three
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reasons: (1) that, since Williams had
not relied on the SPD, its terms were
not binding; (2) that the plan adminis-
trator’s interpretation of the plan itself
was not arbitrary and capricious; and
(3) that to cover Williams’ injuries
would “reward him for committing il-
legal acts.” Williams appealed.

The Seventh Circuit reversed the
district court and ordered the plan to

- cover William’s medical expenses. In

the appellate court’s opinion, Williams
correctly had asserted that the SPD
took precedence over the more restric-
tive plan document. To hold other-
wise, the court said, would render
meaningless ERISA’s requirement that
a SPD communicate the essential ele-
ment’s of a plan participant’s cover-

age.

The Issue of Reliance. Moreover,
the court continued, there was no basis
to the plan’s assertion that Williams
was not entitled to benefits in any case
because he had not “relied on” the
SPD in incurring the medical expenses
in question. William’s conduct could
not bear any realistic relation to his
interpretation of the SPD. In the
court’s estimation, it was not credible
that Williams’s aggressive stance with
the police officer who shot him ever
could have been affected by the type
of health insurance coverage that
Williams had—in sum, reliance simply
was not an issue. Regardless, the court

¢ ANNUITY SHOPPER Magazine

reasoned, reliance, if it were requisite,
could have occurred when Williams filed
his claims for benefit, or even when an
individual selects a plan among several
option choices.

A Question of Illegality. Likewise,
the Seventh Circuit dismissed the argu-
ment adopted by the district court that
William’s illegal act should not be re-
warded. Apparently, the court said, the
district court believed that William’s al-
legedly illegal act, threatening the police
officer, led to his shooting, and thus that
coverage for the medical care he re-
quired would constitute a “reward” for
engaging in an illegal act. Reasoning
that a contract, to be enforceable, must
not reward illegal activity, the district
court decided that coverage could not
apply. However,
said the Sixth Cir-
cuit, the illegality in-
volved in this in-
stance was “far less
directly connected
with any economic
benefit” than typi-
cally is the case in an
“illegality” analysis.
William’s insurance
contract, the court
explained, did not
engage Williams for
the purpose of ille-
gal activity, nor did
it encourage him to
commit illegal acts.
*“This situation is not
like  committing
murder to collect the
benefits of insurance
on the victim’s life.
Nor was the policy here acquired with
the forthcoming altercation in mind,” the
court determined. In sum, the appellate
court concluded, benefits were payable
under the plan (1) because it contained
no exclusion for illegal acts, and (2)
Williams had not acquired the coverage
with the thought of committing an illegal
act.

Reprinted from Pension and Benefits Week, Octo-
ber 27, 1997 issue, Research Institute of America
Group. Subscriptions: 800-421-9025, $275/yr.
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Pension Account Balance Protected From Bankruptcy

ERISA’s anti-alienation provision ap-
plied to a 51% shareholder’s profit-
sharing plan account even though the
shareholder, as trustee, authorized loans
from the plan to himself in violation of
ERISA. Thus, the account balance was
not included in the shareholder’s
bankruptcy estate. (In re Jerome D.
Baker (1997 CA7) 1997 US App
LEXIS 11813)

Financial difficulties. Jerome D.
Baker owned 51% of the stock of
Bakco Data. Inc., a company that en-
countered severe financial difficul-
ties. Baker used money borrowed
from his account in Bakco’s profit-
sharing plan in an unsuccessful at-
tempt to keep Bakco afloat. The
amounts Baker borrowed from the
plan exceeded levels, and he didn’t
attempt to repay the loan. Despite
Baker’s efforts, Bakco failed and
Baker filed for Bankruptcy protec-
tion.

Baker’s  creditors asked the
bankruptcy court to include Baker’s
remaining profit-sharing plan account
balance in his bankruptcy estate. The
bankruptcy court held that Baker’s
profit-sharing plan account was excluded
from Baker’s bankruptcy estate under
Patterson v Shumate (1992 SCt) 504 US
753, 119 LEd 2d 519. The district court
affirmed and Baker’s largest creditor,
LaSalle Bank, appealed to the Seventh
Circuit.

Protection For ERISA-Qualified
Plans. The seventh Circuit agreed that
Baker’s interest in his profit-sharing plan
account was excluded from his
bankruptcy estate. Under Bankruptcy
Code Sec. 541(c)(2), a bankruptcy estate
doesn’t include property held in trust
subject to a restriction on transfer under
“applicable nonbankruptcy law.” In Pas-
terson, the Supreme Court held that an
interest in an “ERISA-qualified” pension
plan may be excluded from the
bankruptcy estate. But, as the Seventh
Circuit noted, the term “ERISA-
qualified” doesn’t appear in ERISA, and
“its provenance is mysterious.”

The Seventh Circuit understood the
term “ERISA-qualified” to mean simply
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pension plans containing the anti-
alienation clause required by ERISA §
206(d)(1). The Bakco profit-sharing
plan was an employee pension benefit
plan under ERISA § 3(2)(A) that con-
tained the required anti-alienation
clause, so Baker’s interest in the plan
was excludable from his bankruptcy

estate.

LaSalle Bank argued that the Bakco
plan was not an employee benefit plan
under ERISA because Baker, as major-
ity shareholder, was an employer, not
an employee. The court rejected that
argument, recognizing that Bakco, the
corporation, was a separate legal entity
from Baker, the person. And Labor
Reg § 2510.3-3(c)(1), which says that
the sole owner of a corporation is not
an “employee” for ERISA purposes,
didn’t apply since Baker owned only
51% of Bakco stock. Further, the
regulation means only that ERISA
doesn’t cover the plan of a one-person
corporation without other employees.
Here, the Bakco plan had 18 partici-
pants at one point, so Labor Reg §
2510.3-3(c)(1) wouldn’t have applied
even if Baker was Bakco’s sole owner.
And the plan remained an ERISA plan
even though Baker was the only re-
maining participant at the time of his
bankruptcy. That was exactly the situ-
ation in Patterson—the bankrupt em-
ployee was the only remaining plan
participant there.

¢ ANNUITY SHOPPER Magazine

The Bakco plan’s status as an ERISA-
qualified plan wasn’t affected by the fact
that Baker, as trustee, permitted the plan
to make loans that violated ERISA re-
quirements. The loan amounts exceeded
ERISA limits, and the loans were issued
without written request, spousal consent
or adequate security. Still, the ERISA
violations didn’t make the ERISA §
206(d)(1) antialienation provision in-
applicable. And there’s no applicable
“equity” exception in either the
Bankruptcy Code or ERISA, so it’s
irrelevant whether it’s inequitable to
allow Baker to flout his duties as plan
trustee and then invoke ERISA as a
shield.

reditor’s Unwise Concession?

LaSalle Bank conceded, according to
the court, that if the Bakco plan was
ERISA-qualified, then Baker’s entire
account was protected by the ERISA
§ 206(d)(1) anti-alienation provision.
The court noted that Patterson held
only that ERISA was applicable non-
bankruptcy law under the Bankruptcy
Code, not that the entire balances in
ERISA-qualified plans were necessarily
protected from creditors. For example,
the court indicated that it may have been
receptive to an argument that Baker’s
account balance was includable in his
bankruptcy estate if it was readily avail-
able for withdrawal by Baker. But
LaSalle Bank didn’t make that argument,
so the court didn’t “pursue the question.”

Observation: The creditor’s conces-
sion was probably prompted by the
Third, Eighth, Ninth, and Eleventh Cir-
cuits’ rejection of the argument that the
bankruptcy estate should include plan
assets that the debtor-participant could
have withdrawn. The Seventh Circuit
apparently is inviting creditors and
bankruptcy trustees in future cases to
advance the argument rejected by the
other circuits.

Reprinted from Pension and Benefits Week, June
23, 1997, with permission of the publisher, Re-
search Institute of America Group. Subscriptions:
800-421-9025, $250/yr.



Elder Care

Annuities And Medicaid

Using annuities to protect assets from
the nursing home expense has become
very popular. Two recent books on the
subject, The Medicaid Planning Hand-
book by Alexander A. Bove, Jr. and
Avoiding the Medicaid Trap by Armond
Buddish, specifically discuss the use of
annuities to avoid Medicaid seizure. In
fact, two insurance companies have de-
signed deferred annuity products with
features that are implemented at the ap-
propriate time to get around
Medicaid rules.

The recent passage of the
Kennedy Kassebaum Bill
firmly establishes annuities as
a viable tool to protect assets
from Medicaid spend down.
Why annuities? An annuity
is unique in that a deferred
annuity can be annuitized or
converted from an asset form
to an income form like a
guaranteed pension. This can
be a lifesaver if you exceed
the Medicaid asset test limit.
Converting the asset to in-
come can sometimes enable
the applicant to pass the asset
test.

Another use is with the immediate an-
nuities where funds are placed in an im-
mediate annuity, thereby instantly con-
verting assets to income. Although using
annuities in this manner may be benefi-
cial in the right situation if structured
properly, there are many potential disas-
ters with using annuities to shield assets:

1. Many states’ rules for Medicaid
differ greatly. It is important to learn as
much as possible about your own state’s
specific rules.

2. The annuity must be annuitized
prior to applying for Medicaid. Many
consumers who own deferred annuities
will not remember that they must annu-
itize the policy prior to applying for
Medicaid. Once the Medicaid applicant
reveals that their annuity is a deferred
annuity, then it’s too late. Medicaid
(Social Services) will order the policy
owner to either cash in the annuity for

spend-down or simply disqualify the
applicant for having assets that exceed
the qualifying amount.

3. If you purchase an annuity for the
purpose of protecting your money
from nursing home spend down, there
is no guarantee that Medicaid will not
simply change their qualification rules
in order to disqualify such Medicaid
applicants. The government is an ex-

pert at changing the rules.

4. Under the Kennedy Kassebaum and
OBRA ’93 Act, an annuity must have
life expectancy payout rates that are in
accord with the latest social security
mortality tables. Many insurance com-
panies’ payout rates are not in compli-
ance.

5. Some annuities will not allow you
to annuitize the first year. Therefore,
if your situation should require annu-
itization during the first year, you
would simply be out of luck! (There
are other annuities that will not allow
annuitization for 5-15 years.)

6. If a deferred annuity is purchased to
shield assets against Medicaid, the
purchaser will often make a spouse the
annuitant, so that in the event of nurs-
ing home confinement, the deferred

annuity can be annuitized with income
going to the spouse. However, if the an-
nuitant predeceases the annuity owner,
the death benefit is triggered. In some
cases, a surrender charge is charged
upon the death of the annuitant. In addi-
tion, the owner of the annuity will re-
ceive notice from the IRS for the taxable
gain, not a pleasant experience. Finally,
since the spouse is usually the primary
beneficiary, the proceeds will be made
payable to the contingent
beneficiary. This is most
likely the children and not
the owner of the policy.

This scenario could cause
exercise of your E&O.

7. Many purchasers do not
understand how Medicaid
actually works and therefore
are not qualified to engage in
this type of planning.

8. OBRA 93 established and
mandated a 60-month look
back for deferred annuities.
Many State Medicaid offices
use this provision to initiate
or trigger the ineligibility
penalty period, creating an array of
problems that may ultimately be at-
tributable to ownership of a deferred an-

nuity.

9. Using an annuitized annuity to shield
assets loses its glitter when it comes to
single individuals, since the annuitized
income cannot be directed to another
individual as with married couples and
the income stops should the income re-
cipient die.

10. What happens when the annuitant
simply dies? You cannot attempt to
qualify for medicaid by annuitizing your
policy with the intention of passing ex-
cessive monies to your heirs. Under the
Estate Recovery rules passed by OBRA
93, any income that continues to heirs
after your death could be subject to re-
covery by Medicaid.

Buy your annuities direct from the SOURCE. Call 800-872-6684 ¢ 15
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11. Itis worth considering that if you
annuitize based on ybur life expectancy,
the interest rate provided by the com-
pany may be quite low!

12. If the annuity owner has to enter a
nursing home because he has become
incapacitated or mentally incompetent,
who can make the decision to either gift
the annuity policy or simply annuitize it?
No one can, unless there is a durable
power of attorney which grants such
power. Even having a durable power of
attorney is no guarantee, since many
documents do not contain the requisite
language for gifting or annuitizing such
a policy.

13. You cannot use a section 1035 ex-
change to avoid some of the problems
mentioned above (see, for example,
items 4, 5, and 6) because this procedure
requires that the owner and annuitant in
the successor contract remain the same.

In short, my advice to anyone consider-
ing the purchase of an annuity to shield
their assets from Medicaid is: Let the
buyer Beware!

Solutions

1. Only purchase annuities that allow
annuitization based upon the life ex-
pectancy factors of SSI. Many depart-
ments of Social Services (the arm of
HCFA that administers Medicaid) will
not permit a payout annuity that uses
different life expectancy factors.

2.The applicant and his or her spouse

should apply as Joint Annuitants. If ei-
ther one has to enter a nursing home, the
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company can simply drop the other
annuitant. (Or, work with an annuity
contract that allows annuitant
changes.)

3. Only purchase deferred annuities .
that will allow the annuitant to annu-
itize in the first year, since most de-
ferred annuities will not allow annui-
tant to annuitize within the first year
should the annuitant become nursing
home bound within the first year.
(Unless you use an immediate annu-

ity.)

4. Most annuity contracts are “owner
friendly” as opposed to “annuitant
friendly.” Work with annuitant-driven
contracts.

5. Always condition a prospect at
point of sale to get in touch with you
immediately should he require nursing
home confinement. If the applicant
does contact you prior to confinement,
it may require him to cash out, annu-
itize, change annuitants, etc.

6. I strongly suggest that you work
with a qualified Elder Law Attomey.
It is critical that you learn what the
key issues are and fully understand the
use of annuities in Medicaid planning.

Article by Tyrone M. Clark, founder of Bro-
kers’ Choice of America, Inc., a firm that spe-
cializes in insurance products for the seniors
market.
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Annuities Sales
Continued Spectacular
Rise in 1997

Total annuity considerations increased
13 percent in 1997 over 1996, reaching a
record-breaking $125.5 billion. Variable
annuity sales increased 20 percent to a
record $87.2 billion while fixed annuities
fell 2 percent to $38.2 billion. These pre-
liminary estimates by LIMRA Interna-
tional show that annuity sales have more
than tripled in the decade of the 1990s.
Qualified plans increased 14 percent for
the year while nonqualified plans in-
creased 13 percent. Periodic pay annu-
ities increased 23 percent while single
pay annuities increased 4 percent.
Agents continued to be the dominant dis-
tribution system, accounting for approxi-
mately half of all sales, although banks
enjoyed the greatest increase in sales,
improving from their sales by 24 per-
cent, to about $18.5 billion.

Prepared by the Industry Performance Research
unit at LIMRA International. Contact J. Scott
Dunn at 860-285-7751 or sdunn@limra.com for
more information.

Annuity Sales Estimates

Year |Variable| Fixed Total
1985 $£53 $23.6 $28.9
1986 93 20.6 299
1987 12.7 23.8 36.5
1988 11.8 37.1 489
1989 13.5 39.7 53.2
1990 17.2 477 64.9
1991 21.5 46.2 67.7
1992 30.7 43.0 73.7
1993 47.0 38.7 85.7
1994 51.7 47.2 98.9
1995 493 494 98.7
1996 72.5 389 111.4
1997 87.2 38.2 125.5




Markets & Trends

Microsoft’s Hidden
$30 Billion Liability:
Employee Stock
Options

On a personal note, I thought some of
you might like to read the above news
item that I found on the web. It is well
known that stock options are just another
form of long term liability, but S&P re-
ports and Value Line reports don’t seem
to mention them. I guess the reason is
that in the past they were actually very
low percentages of the total liabilities of
a firm. However, with these stock option
grants increasing and the irrational in-
crease in technology share prices, these
liabilities have increased to large propor-
tions.

When you look at Microsoft’s S&P
report it says 0% long term debt, but
nowhere does it say that this company
has a $30 billion liability in the form of
stock options to employees. It will take
them approximately 12 years of 1996
earnings to pay for all this liability, and
the worst part is that as the stock rises so
does the liability.

The Financial Accounting Standards
Board (FASB) does not require compa-
nies to show the ‘stock option’ liability
in the balance sheets because they claim
that valuing these options “is very diffi-
cult.” As aresult, all that companies do
is place in tiny footnotes the information
about the current outstanding options to
employees.

I used to work at Microsoft and, to be
honest, I would not have worked there at
all if it were not for the juicy options that
these guys give to most employees. Be-
cause the basic pay at Microsoft is no
better than the average for the industry,
everyone in Microsoft views options as
an important part of their compensation.
However, these options do not appear as
employee or payroll expenses, which in
reality they are. It also makes the com-
pany’s gross margins look much better.

According to my research with the Fi-
nancial Accounting Standards Board,
when these options are granted, there is

NO accounting entry. If the options
expire worthless, there is no entry. If
the option is exercised in the money,
then the entry is debit cash (the cash
that the optionholder gives the com-
pany to purchase the stock), and credit
the additional paid in capital for the
same amount. So, from a balance sheet
perspective, it looks as if the company
is issuing stock (or selling stock from
its treasury) at the strike price of the
option holders.

Since the company is issuing more
shares, they dilute their current share-
holders. As a result, the only way to
stop this dilution, is to go into the open
market and buy shares (using up cash).
The result: credit cash, debit the share-
holder equity accounts. When they buy
the shares, however, they pay the cur-
rent market value which, in the case of
Microsoft, tends to be a lot higher than
the strike price of the option holder.
So, the company has two alternatives,
they dilute current shareholders (and
transfer shareholder wealth to employ-
ees), or they buy shares in the open
market to avoid diluting them (using
the corporation’s asset—cash—to do
s0). The effect of the latter alternative,
however, is the transferring of share-
holder assets (since they are part own-
ers of these assets) to employees.

I was looking at historical valuations
for Microsoft and other companies
such as Texas Instruments. I was sur-
prised to find how far the market has
pushed these shares up in price to
ridiculous levels. I am sure you know
of many others that are as ridiculously
priced as Microsoft and Texas instru-
ments, since they are not hard to find
these days. Anyway, I wanted to share
my Microsoft findings with you.

Although the following is a fast,
back-of-the-envelope calculation; I
think it is enough to point out how irra-
tional the market has become in pricing
the securities for many of these popular
companies. Here is a table with Mi-
crosoft’s historical P/E ratio for the last
10 years, I calculated the average for
each year and the average for high P/Es
and low P/Es:

Year HighP/E LowP/E  Average
96 37 23 30
95 40 20 30
94 29 19 24
93 31 21 26
92 36 17 26.5
91 32 14 23
90 34 11 225
89 23 15 19
88 34 16 25
87 23 15 19

The average of the high P/E ratios is
32; the average of low P/E ratios is 17;
and the average of average P/E is 24.5.

A recent stock price for Microsoft was
$147. According to Zacks research, the
consensus estimate for next year’s earn-
ings is: $3.14 (i.e for 6/98-—notice that
their fiscal year ends 6/97 so these earn-
ings are almost one year away!). This
year they are expected to earn $2.60 per
share. According to these figures Mi-
crosoft’s P/E ratio based on 1997 earn-
ings is 56.5 (147/2.6 = 56.5) and the P/E
ratio for 1998 earnings is almost 47
(147/3.14 = 46.8).

Since I am not a magician and can not
call tops and bottoms, I would conclude
from the above table that Microsoft is
close to fairly valued at a P/E of about
24.5 or a price of $77. It would be time
to buy Microsoft if the P/E was around
17 or a price of $53 and time to sell your
position at a P/E of 32 or $100.

Microsoft is expected to make around
$2.60 a share this year, so its earnings
per share growth is about 20%, which
would agree with a fair valuation ofa P/
E of around 20, BUT NOT 47! In my
opinion, Microsoft is more than 47%
overvalued.

It’s also worth asking what event
might cause Microsoft employees to cash
in their options en masse. How about a
change in the capital gains rate? Would
a bear market feed on itself, especially if
the options have an expiration date?

Reprinted from an Internet posting by
Bob/Orlando <rrichert@gate.net>, Saturday,
July 19, 1997.
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Terminal Funding Annuities

Single Premium Group Annu-
ities (SPGAs), also known as Ter-
minal Funding, Single-Shot or
Buyout contracts, guarantee the
benefits of a pension plan’s re-
tired, active or deferred vested
participants. SPGAs are usually
employed in situations which re-
quire that accrued benefits be
“settled” with commercial annu-
ities. These include pensions
plans which are terminating, on-
going plans locking in high rates
as an investment, FASB 87-88
settlements, and plant closings
due to mergers or acquisitions.
An SPGA may reduce a pension
plan’s annual administration
costs, reduce its unfunded liabil-
ity, or increase the reversion avail-
able from an overfunded plan.

SPGAs frequently credit a
higher rate than the actuarial inter-
est rate a plan may be using for
valuing benefits. To maximize
this rate differential a plan sponsor
must either himself monitor each
insurance company’s SPGA rates
or delegate that function to an
experienced SPGA consultant.
Constant surveillance is necessary
to catch the changes in pricing
among competing carriers, which
often occurs overnight as general
market conditions change and as
each company moves closer to
achieving its short term profit and/
or premium-sales objectives. It is
not uncommon that at different
times during the year SPGA
quotes from the same company
may vary by as much as 30%!

United States Annuities can help
a plan sponsor or consultant ob-
tain the best SPGAs for his termi-
nating or ongoing plan. We repre-
sent more than 25 carriers in this
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market—companies with the
highest “AAA” and “A+” rat-
ings. Our knowledge of the
special underwriting considera-
tions that are of particular
importance to the insurance
companies allows us to make
sure that your plan is not re-
Jected simply because no one
was available to answer ques-
tions of a routine or, sometimes,
technical nature. Our ability to
effectively manage the flow of
critical information helps you
obtain the best contract available
to fit the needs of your plan.

We work directly with those
major insurance companies our
research has determined to be
competitive in these markets.
While our efforts are directed at
providing annuities at the lowest
cost, consideration is also given
to the quality of services and
financial strength the insurance
company offers. We also pro-
vide you with the means of
maintaining continual contact
with your insurance company
representatives from the time
quotes are presented to you
through the follow-up period af-
ter the final contract and all
certificates have been delivered.
If you have special needs on
how the contract is to be ser-
viced after the takeover, we will
negotiate with the insurers to
cover these requirements and,
depending on their nature, to
make certain than no additional
costs are imposed. When solic-
iting SPGAs on your behalf, you
can have us attend to some or all
of the following steps. You
dictate our level of involvement.

¢ ANNUITY SHOPPER Magazine

SETTING OBJECTIVES AND
PROTECTING PLAN ASSETS

In consultation with the Plan
sponsor and/or enrolled actuary,
objectives are set for the cost of
the annuities, contract provisions,
liquidity of the funds, and pro-
posed purchase and takeover
dates. Market values of assets
available for transfer to the insur-
ance company are determined to
insure that they are sufficient to
cover the estimated cost of annu-
ities. A bond portfolio hedging
strategy may be employed to pro-
tect the assets until the final distri-
bution is made. (During periods
of declining interest rates, the
present value or cost of annuities
generally increases. In the ab-
sence of a defensive investment
strategy, significant erosion of as-
sets may occur.)

PREPARING THE BID
SPECIFICATIONS AND
DATA LISTINGS

We market your plan by submit-
ting specifications and data to
those carriers best suited to under-
write your liability. The presenta-
tion of complete specifications
and clean data (especially on
diskette or mag tape) reassures the
carriers that everything is “in or-
der” and serves as an extra in-
ducement, not only for them to
accept the case for pricing, but
also to calculate the annuity pre-
miums using their most competi-
tive cost factors. With respect to



Terminal Funding Annuities

preparing these documents, you
may contract with us to (a) assist
with the creation of the census
data files, (b) review the Plan
Document to suggest which provi-
sions should be included, and (c¢)
negotiate the level of assistance
provided by the insurance com-
pany to bring about a timely distri-
bution of benefit payments, annu-
ity certificates, and so forth.

MANAGING THE COMPETI-
TIVE BIDDING PROCESS

Through close and ongoing
communication with the insurers
who agreed to bid on your plan,
we are assured that it is being
priced correctly and that premium
calculations are returned to us on
a timely basis. Once the interested
carriers begin their underwriting
process, we reduce your burden of
having to answer redundant ques-
tions from numerous carriers by
acting as your go-between. We
provide the insurers with the addi-
tional information they request to
keep premium costs at the lowest
possible level. By properly com-
municating plan needs, we can
encourage the insurers to reduce
risk premiums and not price plan
provisions on an overly conserva-
tive basis. We also keep you
informed of the insurers’ re-
sponses throughout the initial bid-
ding period.

In the weeks before the winning
bid is selected, we provide written
proposals from the insurers de-
scribing the plan provisions and
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benefits they have agreed to
cover. These proposals are care-
fully reviewed by the plan actu-
ary and any revisions to the
specs or other considerations
that could influence the
decision-making process are ad-
dressed.

ANNUITY PURCHASE /
WIRE TRANSFER /
DECISION DAY

On the day the final quotes are
due, we may move to the offices
of the decision maker to coor-
dinate the final bidding process.
The insurance companies are in-
structed to submit their bids be-
fore noon of that day. The quo-
tations are matched to the previ-
ously agreed control numbers.
When all the initial bids have
been received, the runner-up in-
surers are invited to revise their
quotes downward to the lowest
possible figure. Soon after, the
plan sponsor is in a position to
accept the most favorable bid.
We assist in preparing the letter
of commitment which indicates
the agreement to purchase the
annuities at the quoted price.
The premium or deposit amount
is wired to the winning company
to “lock in” the quote. We can
assist with the wire transfer
transaction to assure the proper
delivery of funds to the carrier,
with timely confirmation back to
respective parties.
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TAKEOVER PROCEDURE/
CONTRACT ISSUANCE

In virtually all groups that in-
volve a substantial number of par-
ticipants, minor corrections to the
census and/or benefit amounts
may occur after an agreement to
purchase the annuities has been
reached. These changes are au-
dited to assure that all attendant
premium adjustments are priced
on the same rate basis as the origi-
nal quote. We review the Master
Group Contract, checking it
against the bidding and proposal
letter specifications, citing any ap-
plication changes and forwarding
them to the plan sponsor or actu-
ary for review. We may also
assist the plan sponsor in verifying
the correctness of the individual
annuity certificates once issued.

HOW TO OBTAIN GROUP
ANNUITY QUOTES

USA’s combination of special-
ized marketing expertise and
annuity-tracking database makes
us your best source for group an-
nuity products. Simply mail or
fax (732-521-5113) the plan spec-
ifications and census data and
we’ll prepare documents for quot-
ing by the carriers. We can pro-
vide this service on either a com-
mission or fee basis. Simply call
our toll-free number 1-800-872-
6684 and we’ll discuss details
with you. We invite your in-
quiries.



Annuity Price Trends

$10.00

Immediate "Life Only” Annuities

Median Monthly Straight Life Income per $1,000 Premium for a Male Age 65

$10.00

$9.00

$8.00

$7.00

$6.00

o

$9.00

$8.00

SV

$7.00

388 11/88 7/89 390 11/90 7/91 3/92 2193 294 2/95 296 2097 2/98

$6.00

30 Year Treasury Bonds

10.00%

10.00%

9.00%

T e,

9.00%

8.00%

8.00%

Ve

7.00%

7.00%

RV

6.00%

r6.00%

5.00%

5.00%

3/88 11/88 7/89 3/90 11/90 7/91 3/92 2/93 2/94 2/95 2/96 2/97 2/98

Deferred Annuities

Median First Year Rate (Excluding Bonus) for Single Premium Cortracts

9.50%

8.50%1

9.50%

8.50%

7.50%

e,

7.50%

6.50%

5.50%

6.50%

+5.50%

4.50%

3/88 11/88 7/89 3/90 11/90 7/91 3/92 2093 2/94 295 296 297 2198

+—+4.50%

Buy your annuities direct from the SOURCE. Call 800-872-6684

*

21



Getting a Handle on
Life Expectancy

“How long will my money last?”
is a question that worries a lot of
retirees and soon-to-be retirees.
The answer hinges on a number of
issues, including how
much annual income
you’ll need, what in-
flation does in the fu-
ture and, most impor-
tantly, how long you
will live.

Although most peo-
ple have no idea how
long they will live,
finding out their life
expectancy is one way
to fill in this blank in
their retirement plans.
But how is life ex-
pectancy calculated
and should you put
much reliance on it
when planning for the
future? Here’s what
we found out when we
consulted with some
experts on this matter.

A Moving target

Life expectancy can
be roughly defined as the average
age at which a group of people of
the same age and gender are likely
to die. Basically, it’s determined by
taking all the ages at which the peo-
ple in a group are likely to die and
then averaging them. Half will die
by that age and half will live past it.

The most important thing to re-
member about life expectancy is that
it doesn’t lock in at birth. As you
get older, the age to which you’re
expected to live gets higher because
the people in your age group who
have died are no longer counted in
the equation. For that reason, you
can’t just check your life expectancy
at age 65 and base your planning on
that for the rest of your life.
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Life Expectancy

For example, the life expectancy
at birth for males born in 1931 was
59. Those who lived to age 30
then had a life expectancy of 67,
At 65, those remaining can no an-
ticipate living not two but 12 more
years to age 77. And once they
reach 70, their life expectancy in-

creases to 79.

Life Expectancy Tables

Tables showing life expectancies
for various groups are used by em-
ployers to figure pension benefits,
by insurance companies to sell life
insurance and annuities, and by
taxpayers who are following IRS
rules for computing minimum dis-
tributions from retirement plans.

No two life expectancy tables
will be exactly alike. Their data
depends on when and how the ta-
bles were created, where the death
rates came from and whether
they’ve been adjusted to make
them more current.

For example, some companies
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still use the “83 GAM” table to cal-
culate how much they need to pro-
vide their retirees with a lifetime of
monthly pension payments. 83
GAM is based on 1966 data, which
was updated with projections to
1983. Other companies use the
newer UP-94 table, recommended
by the Socicty of Ac-
tuaries, which shows
significant increases in
life expectancies at
most ages.

The UP-94 table
projects that men age
55 will live to age 80
and women to 845,
And someone who is
80, according to the
table, can look for-
ward to another eight
to ten years of life.

Best Bet: Plan for
Your 90s

Keep in mind that
life expectancy figures
are conservative. Ac-
cording to Dr. Ken-
neth Manton at Duke
University’s Center
for Demographic
Studies, individuals
who don’t smoke,
maintain a healthy weight and keep
their blood pressure and cholesterol
under control with diet and exercise
could live ten to 15 years longer
than current tables project. If
longevity runs in your family, your
odds are even better.

Therefore, unless you have life-
threatening health problems, it’s a
good idea for you and your spouse
to plan on living into your 90s.

Reprinted with permission from Kiplinger’s
Retirement Report, October 1996. The Kiplinger
Washington Editors, Inc. Subscriptions: 800-
544-0155, 359.95/yr for 12 monthly issues



Life Expectancy Tables

The following two actuarial tables are
used for calculating the taxes on annu-
ity payments from qualitied plans and
tax sheltered annuities. The gender-
based Table I is used if the contract
does not include a post-June 30, 1986
investment. The unisex Table V is used

if the contract includes a post-June 30,
1986 investment. Table V is also cur-
rently used to compute life ex-
pectancy for purposes of the minimum
distribution requirements applicable
to individual retirement plans, tax-
sheltered annuities, and qualified re-

tirement plans, and for determining the
life expectancy of a beneficiary receiv-
ing a lite income of death proceeds of
life insurance. For these purposes,
Table V is used without regard to the
effective date of the contract. (Tables
Source: Treasury regulations 1.72-9)

Table I — Ordinary Life Annuities
One Life — Life Expectancy in Years

Table V — Ordinary Life Annuities
One Life — Life Expectancy in Years

63 ... . 13

Ages Ages Ages Ages
Male Female Years Male Female Unisex Years  Unisex Years
11 16 ... 60.4 56 61 ... . 11 70.7 56 ... 27.7
12 17 ... 59.5 57 62 ... . 12 ... 69.7 57 26.8
13 I8 ... 586} 58 63 ... 196 E | 13 ... 68.8 58 ... 259

44
4.1
39
3.7
3.4
3.2
3.0
2.8
2.7

Buy your annuities direct from the SOURCE. Call 800-872-6684 ¢ 25



he immediate annuity
factors (also called
“purchase rates”)

shown in Tables 1 through 19
illustrate the amounts of monthly
income $1,000 of premium will
purchase from the listed insurance
companies. These immediate
annuities provide a first income
payment 30 days afer the date of
deposit. The factors shown are net
of all fees and commissions except
state premium taxes, if applicable.

In Table 1 we report the purchase
rates for Period Certain Annuities,
which have no life contingency.
These are simply installment
payments which continue for a
fixed period (5, 10, 15, 20, 25, and
30 years resepectively) and then
cease without regard to the age or
life of the annuitant.

Tables 2 through 23 illustrate
purchase rates for Single Life
Annuities. In separate tables we
report the factors for males and
females ranging from age 40
through age 90 in 5 year intervals.
Each table distinguishes between
purchase rates for Non-Qualified
Funds and Qualified Funds, and
reports figures for three annuity
forms: Life Only (Straight Life),
Life with 10 Years Certain (10 yrs
C&C) and Life with 20 Years
Certain (20 yrs C&C).

Generally, the tax status of the
funds used to buy an annuity
directly influences the purchase
rates most insurance companies
will apply to a deposit. For this
reason, our tables distinguish
between purchases made with
funds which are “Non-Qualified”
or “Qualified.” Since most
insurance companies will pay a
different income for the same
dollar deposit depending on the tax
status of the funds, it is important
to consult the correct column
(Qualified vs. Nonqualified) when
estimating annuity income.

Immediate Annuities Update

The term non-qualified funds, also
known as “after-tax monies”—such
as money from a CD or savings
account—refers to funds which
HAVE NOT enjoyed the tax-
qualified status of IRAs or pension
monies. Because these funds have
already been taxed once before,
that portion of each monthly check
which is considered a return of the
purchaser’s investment (or
principal) is not taxed again (ic., it
is excluded from income).

Qualified funds, on the other hand,
are monies which until now HAVE
enjoyed special tax treatment.
Because no taxes have yet been
paid on such funds, each monthly
payment received from an annuity
which was purchased with such
deposits is fully taxable as income
when received.

In addition to the tax status of the
funds being used to purchase an
annuity, the annuitant’s age and
gender as well as the type of
coverage selected (also known as
the “form” of annuity) directly
affect the payout amount. Age and
sex relate to life expectancy and
thus ultimately to the insurance
company’s cost to provide its
guarantees. Therefore, when
insurance companies employ sex-
distinct rates, female annuitants—
who have longer life expectancies
than males of the same age—
should expect to receive less
annuity income from their
premium dollars. Obviously, the
number of possible age, sex, and
form combinations are too many to
present in this kind of format. So
we've  illustrated  immediate
annuity income at five-year
intervals, beginning at age 50 and
continuing through age 80. You
may also call us toll-free, at 1-800-
872-6684, to receive a free
calculation for an annuity not
shown.

A “Straight Life” or Life Only

annuity is one which makes
periodic payments to an annuitant
for the duration of his or her
lifetime and then ceases.

A Life with 10 Years Certain (10
Yr C&C) annuity guarantees that
payments will be made for at least
ten years, regardless of whether the
annuitant survives over that
period. If he/she does not survive,
the remainder of the 10-year
payments will be made to a
beneficiary. If the annuitant
survives beyond the 10-year
guarantee period, payments will
continue for the duration of his/her
lifetime and then cease. A Life
with 20 Years Certain Annuity
(20 yr C&C) is administered in the
same way as the 10 yr C&C
annuity, except that the guarantee
period covers twenty years instead
of ten.

Tables 24 through 27 provide the
purchase rates for Joint and
Survivor Annuities (“J&S”) for a
male/female couple ages 65/62 to
ages 75/72.

In these four Joint and Survivor
tables we illustrate two different
forms of the J&50%S annuity. For
the first J&50%S form, income
reduces by half upon the death of
either the primary or secondary
annuitant (and continues to the
survivor for the remainder of his/
her lifetime). With the second
type of J&50%S annuity, the level
monthly payment is reduced only
on the death of the primary annuity
(it does not reduce on the death of
the secondary annuitant). This
latter form of J&50%S annuity is
also known as the ERISA or
“QJSA” annuity. Lastly, the rates
for the Joint & 100% Survivor
Annuity do not reduce at any death
and continue in full as long as
either annuitant is living.

26  July - September 1998
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Immediate Annuities Update

Table 1. Period Certain Annuities

Reporting Companies Issue 5 10 15 20 25 30
(NAIC ID Number) Ages Years PC | Years PC | Years PC | Years PC | Years PC | Years PC
American General Ann IC' 70432 0-100 $18.45 $10.20 $7.66 $6.43 $5.73 $5.29
American Heritage 60534 unlimited | $19.14 $10.90 $8.22 $6.93 $£6.20 $5.74
American Life & Casualty 60682 0-90 $17.65 $9.99 $7.47 $6.25 - -
Canada Lite 81060 0-99 $18.22 $10.26 $7.82 $6.62 $5.93 -
Charter National LIC 61808 unlimited | $18.33 $10.04 $7.31 $5.97 $5.19 $ 4.69
Columbia Universal 77720 0-85 $18.65 $10.39 $7.68 $6.36 $5.59 $5.10
Commercial Union LIC 62898 0-85 $17.47 $10.08 £7.71 $6.59 $5.95 $5.55
Continental Assurance Co. 62413 15-85 $19.47 $11.18 $8.51 $7.26 $6.56 $6.14
Fidelity & Guaranty LIC 63274 0-90 $17.91 $10.24 $7.80 $ 6.64 $5.99 $5.57
Golden Rule 62286 0-80 - $10.11 $7.54 $£6.30 $5.58 $5.13
Jetterson Pilot LIC 67865 0-95 $18.15 $10.31 $7.75 - - -
Keyport Life 65234 0-90 $18.15 $10.42 $7.96 $6.80 $6.18 $5.82
Lincoln Benefit Lite Co. 65595 1-99 $17.80 $10.95 $8.36 $7.05 $6.28 $5.79
London Pacific 68934 unlimited | $18.51 $10.41 $£7.70 $6.38 - -
Manufacturers LIC 65838 0-100 $18.14 $10.28 $7.83 $6.62 $5.92 $5.43
New York Lite 66915 0-80 $17.82 $10.06 $7.41 $6.12 $5.37 $4.89
Ohio National 89206 0-85 $18.05 $10.28 $7.77 $6.56 $5.84 $5.36
Penn Ins. & Annuity Co. 93262 0-85 $18.35 $10.59 $ 8.08 $6.92 $£6.27 $5.87
Penn Mutual LIC 67644 0-85 $18.35 $10.59 $ 8.08 $6.92 $6.27 $5.87
Presidential LIC 68039 0-85 $18.31 $10.57 $£8.14 $6.99 $6.33 $5.89
Principal Mutual LIC 61271 0-85 $18.24 $10.09 $7.55 $6.42 $£5.80 $5.37
Providentmutual L&A 70750 0-85 $17.36 $9.76 $7.34 $6.22 $5.64 $5.33
Providian Life & Health 66605 0-80 $18.11 $10.39 $7.93 $6.78 | $6.16 $5.80
Reliance Standard LIC 68381 0-90 $18.19 $10.36 - $6.74 - -
Security Benetit LIC 68675 0-100 $18.20 $10.31 $7.98 $6.76 $6.03 $5.63
Southwestern Life 91391 18-90 $18.10 $9.92 $7.43 $6.23 $5.54 $5.10
Standard Insurance Co. 69019 0-80 $17.66 $10.20 $7.94 $6.76 $6.10 $5.69
Trustmark Ins. Co. 62863 0-90 $18.93 $10.79 $£8.10 - - -
United of Omaha LIC 69868 0-85 $18.35 $10.63 $8.14 $6.96 $6.28 $5.86
USG Annuity & Life 61247 0-85 $18.36 $10.51 $7.97 $6.76 - -

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998

'Formerly Western National Life

Buy your annuities direct from the SOURCE. Call 800-872-6684 <+ 27
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Table 2. Single Life Annuities — Male Age 45

Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yr Life 10yr 20yt
(NAIC ID Number) Only C&C C&C Only C&C C&C
American General Ann IC' 70432 $£5.19 $5.15 $£5.05 $5.19 $5.15 $5.05
American Life & Casualty 60682 $4.83 $4.80 $4.70 $4.83 $4.80 $4.70
Berkshire LIC 61433 - $5.85 $5.74 - - -
Charter National LIC 61808 $4.31 $4.29 $£4.23 $4.31 $4.29 $4.23
Columbia Universal Lite 77720 $4.96 $4.92 $4.82 $4.96 $£4.92 $4.82
Commercial Union LIC 62898 $5.53 £5.48 $5.38 $5.53 $£5.48 $£5.38
Continental Assurance Co. 62413 $6.09 $6.04 £5.92 $6.10 $6.05 $5.94
Fidelity & Guaranty LIC 63274 $£5.47 $5.42 $5.30 $5.30 $5.27 $£5.19
Jetferson Pilot LIC 67865 $5.56 $5.53 $5.40 $5.56 $5.53 $5.40
Lincoln Benetit Life Co. 65595 $5.41 $5.38 $5.30 $£5.41 $5.38 $5.30
| London Pacific 68934 $6.05 $6.01 $5.94 $6.05 $£6.01 $5.94
Manutacturers LIC 65838 $£5.12 $5.08 $4.99 §£5.12 $5.08 $ 4.99
National Guardian LIC 66583 $£5.61 $£5.55 $5.40 $5.61 $5.55 $£5.40
New York Lite 66915 $4.96 $£4.93 $£4.385 $4.96 $£4.93 $£4.85
Ohio National 89206 $5.05 $£5.02 $4.93 $5.05 $£5.02 $4.93
Penn Ins. & Annuity Co. 93262 $5.67 $5.63 $5.52 $5.68 $5.63 $5.53
Penn Mutual LIC67644 $£5.67 $5.63 $5.52 $5.68 $5.63 $5.53
Presidential LIC 68039 $ 573 $5.69 $5.60 $5.73 $5.69 $5.60
Principal Mutual LIC 61271 $5.17 $5.14 $5.05 §£5.19 $5.15 $£5.07
Providentmutual L&A 70750 $5.07 $5.01 $4.85 $5.07 $5.01 $£4.85
Providian Lite & Health 66605 $5.76 $5.72 $£5.62 - - -
Security Benetit LIC 68675 $5.38 $5.35 $5.27 $5.38 $5.35 $5.27
Security Mutual/NY 68772 $5.35 $5.29 $5.15 $5.45 $5.40 $5.24
Southwestern Life 91391 $£4.82 $£4.79 $471 - - -
Standard Insurance 69019 $5.38 $535 $£5.27 $5.38 $5.35 $5.27
United of Omaha 69869 $5.50 $5.45 $5.35 $5.50 $5.45 $535
USG Annuity & Life 61247 $£5.47 $£5.42 $5.30 $5.47 $5.42 $5.30
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998
Formerly Western National Life
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Table 3. Single Life Annuities — Female Age 45

Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yr Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C C&C
| American General Ann IC' 70432 $4.92 $4.90 $4.86 $£4.92 $4.90 $4.86
American Life & Casualty 60682 $4.54 $4.53 $4.48 $4.54 $4.53 $448
Berkshire LIC 61433 - $£5.61 $5.56 - - -
| Charter National LIC 61808 $4.07 $4.06 $4.03 $4.07 $ 4.06 $4.03
Columbia Universal Life 77720 $4.67 $ 4.65 $4.61 $ 4.67 $4.65 § 4.61
Commercial Union LIC 62898 £527 & §5.25 $5.20 $£5.27 $5.25 £5.20
Continental Assurance Co. 62413 $5.82 $5.80 $5.75 $5.83 $5.81 $£5.76
Fidelity & Guaranty LIC 63274 $5.12 $5.11 $5.06 $5.30 $5.27 $5.19
Jetterson Pilot LIC 67865 $5.34 $£5.33 $5.27 $5.34 $5.33 $5.27
Lincoln Benetit Lite Co. 65595 $5.18 $£5.17 $5.13 $£5.18 $5.17 $5.13
London Pacific 68934 $5.84 $5.82 $5.79 $5.84 $£5.82 $5.79
Manufacturers LIC 65838 $4.75 $4.74 $4.70 $4.75 $4.74 £4.70
National Guardian LIC 66583 $5.28 $5.26 $5.19 $5.28 $5.26 $5.19
New York Lite 66915 $4.69 $ 4.68 $4.64 $4.69 $4.68 $4.64
Ohio National 89206 $4.75 $4.73 $4.69 $4.75 $4.73 $4.60
Penn Ins. & Annuity Co. 93262 $5.37 $£5.35 $£5.31 $5.31 $£5.29 $5.25
Penn Mutual LIC 67644 $5.37 $5.37 $531 $531 $5.29 $5.25
Presidential LIC 68039 $5.36 $5.35 $£5.32 $5.36 $£5.35 $£5.32
Principal Mutual LIC 61271 $4.90 $4.89 $4.85 $4.92 $4.90 $4.86
Providentmutual L&A 70750 $4.77 $4.75 $4.72 $4.77 $4.75 $4.72
Providian Lite & Health 66605 $£5.53 $5.51 $547 - - -
Security Benetit LIC 68675 $5.14 $5.13 $5.09 $5.14 $5.13 $5.09
Security Mutual/NY 68772 $£5.03 $5.01 $4.95 $5.05 $5.03 $4.97
Southwestern Life 91391 $4.58 $£4.57 $4.54 - - -
Standard Insurance 69019 §£5.24 $5.23 $5.18 $£5.24 $5.23 $£5.18
United of Omaha 69869 $£5.23 $£5.21 $5.16 $£5.23 $5.21 $£5.16
USG Annuity & Life 61247 $£5.16 $£5.14 $5.08 $5.16 $5.14 $5.08
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998
Formerly Western National Life

Buy your annuities direct from the SOURCE. Call 800-872-6684 ¢ 29
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Table 4. Single Life Annuities — Male Age 50

T Non-Qualified Funds Qualified Funds |
Reporting Companies Life 10yr 20yt Life 10yr 20yr
(NAIC ID Number) Only C&C C&C. Only C&C C&C
American General Ann IC' 70432 $5.50 $5.43 $£5.26 $5.50 $5.43 $£5.26
American Heritage 60534 $5.99 §£5.91 $5.73 $5.99 $5.91 $5.73
American Life & Casualty 60682 £5.16 $5.10 $4.94 $5.16 $5.10 $4.94
Berkshire LIC 61433 $6.16 $6.10 $5.93 - - -
Canada Life 81060 $5.59 $5.53 $5.38 $5.59 $5.53 $£5.38
Charter National LIC 61808 $ 4.60 $4.56 $4.46 $4.60 $4.56 $4.46
Columbia Universal Life 77720 §£5.29 $5.22 $5.06 $5.29 $£5.22 $5.06
Commercial Union LIC 62898 $5.81 $£5.74 $£5.57 $5.81 $£5.74 $5.57
Continental Assurance Co. 62413 $6.38 £6.29 $6.12 $6.40 $£6.31 $6.13
Fidelity & Guaranty LIC 63274 $5.80 $5.71 $5.51 $5.58 $5.53 $5.39
Jetferson Pilot LIC 67865 $5.79 $5.74 $5.54 $5.79 $5.74 $£5.54
Keyport Life 64602 $£6.07 $6.00 $£5.82 $£5.91 $5.86 $5.73
Lincoln Benefit Life Co. 65595 $5.68 $5.63 $5.50 $5.68 $5.63 $5.50
London Pacitic 68934 $6.24 $6.18 $6.07 $6.24 $6.18 $6.07
Manufacturers LIC 65838 $£5.53 $£5.46 $5.30 $£5.53 $5.46 $5.30
National Guardian LIC 66583 $5.97 $5.86 $5.62 $£5.97 $5.86 $5.62
New York Life 66915 $5.25 £5.20 $5.07 $5.25 $£5.20 $£5.07
Ohio National 89206 $5.38 $5.32 $5.17 $5.38 $5.32 $5.17
Penn Ins. & Annuity Co. 93262 $5.99 $5.91 $5.75 $6.05 $5.97 $5.78
Penn Mutual LIC 67644 $5.99 $5.91 $35.75 $6.05 $5.97 $5.78
Presidential LIC 68039 $6.01 $5.95 $5.81 $6.01 $5.95 $5.81
Principal Mutual LIC 61271 $5.46 $5.39 $5.24 $547 $5.41 $5.26
Providentmutual L&A 70750 $5.43 $5.31 $4.98 $5.43 $5.31 $4.98
Providian Life & Health 66605 $6.02 $5.95 $5.79 - - -
Security Benetit LIC 68675 $5.64 $5.59 $5.46 $5.64 £5.59 $5.46
Security Mutual/NY 68772 $5.70 $5.60 $5.36 $5.85 $5.75 $5.48
Southwestern Life 91391 $£5.08 $5.03 $£4.91 - - -
Standard Insurance 69019 $5.66 $5.60 $5.47 £5.66 $5.60 $5.47
Trustmark Ins. Co. 62863 $5.83 $£5.76 $5.58 $5.83 $5.76 $5.58
United of Omaha 69868 $5.80 $5.72 $5.55 $5.80 $£5.72 $5.55
USG Annuity & Life 61247 $5.82 $5.73 $5.52 $5.82 $5.73 $5.52
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998

L‘Formerly Western National Life J
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Table 5. Single Life Annuities — Female Age 50

Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yr Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C C&C
American General Ann IC' 70432 $5.15 $5.12 $£5.04 $£5.15 $5.12 $£5.04
American Heritage 60534 $5.63 $5.59 $5.51 $5.63 $5.59 $5.51
American Life & Casualty 60682 $4.79 $4.77 $4.69 $4.79 $4.77 $4.69
Berkshire LIC 61433 $£5.82 $5.80 $5.72 - - -
Canada Life 81060 $5.24 $5.22 $5.15 $5.24 $5.22 $5.15
Charter National LIC 61808 $4.28 $4.27 $4.23 $4.28 $4.27 $4.23
Columbia Universal Lite 77720 $4.92 $4.89 $4.82 $4.92 $4.89 $4.82
Commercial Union LIC 62898 $5.48 $5.45 $£5.37 $5.48 $5.45 $5.37
Continental Assurance Co. 62413 $6.03 $5.99 $5.91 $6.04 $6.00 $5.92
Fidelity & Guaranty LIC 63274 $535 $533 $5.25 $5.58 $5.53 $5.39
Jetterson Pilot LIC 67865 $5.50 $5.47 $5.38 $5.50 $547 $5.38
Keyport Life 64602 $5.74 $5.71 $£5.62 $5.91 $5.86 $5.73
Lincoln Benefit Lite Co. 65595 $5.39 $£5.36 $5.30 $5.39 $5.36 $5.30
London Pacific 68934 $5.96 $5.93 $5.88 $5.96 $5.93 $5.88
Manufacturers LIC 65838 $4.99 $4.97 $4.91 $4.99 $4.97 $4.91
National Guardian LIC 66583 $5.54 $£5.49 $£5.38 $554 $5.49 $5.38
New York Life 66915 $£4.90 $4.88 $4.82 $4.90 $4.88 $4.82
Ohio National 89206 $£4.99 $4.97 $4.90 $4.99 $4.97 $4.90
Penn Ins. & Annuity Co. 93262 §£5.61 $5.57 $5.50 $5.56 $£5.53 $5.46
Penn Mutual LIC 67644 $5.61 $5.57 $5.50 $5.56 $5.53 $5.46
Presidential LIC 68039 $5.74 $5.70 $5.63 $5.74 $5.70 $5.63
Principal Mutual LIC 61271 $5.10 $5.07 $5.00 $5.11 $5.09 $5.02
Providentmutual L&A 70750 $5.07 $5.01 $4.85 $5.07 $5.01 $4.85
Providian Life & Health 66605 $571 $5.68 $5.61 - - -
Security Benefit LIC 68675 $533 $5.31 $5.25 $£5.33 $5.31 $5.25
Security Mutual/NY 68772 $5.29 $£5.25 $£5.14 $5.31 $5.28 $£5.17
Southwestern Life 91391 $4.77 $4.75 $ 4.69 - - -
Standard Insurance 69019 $5.47 $5.44 $£5.37 $5.47 $5.44 $5.37
United of Omaha 69868 $£5.45 $5.42 $5.34 $£5.45 $£5.42 $5.34
USG Annuity & Life 61247 $5.41 $5.38 $5.28 $5.41 $5.38 $5.28
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998
Formerly Western National Life

Buy your annuities direct from the SOURCE. Call 800-872-6684 + 31
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Table 6. Single Life Annuities — Male Age 55

o Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yr Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C C&C
American General Ann IC' 70432 $5.89 $5.78 §5.51 $£5.89 $5.78 $5.51
American Heritage 60534 $6.40 §6.28 $5.98 $6.40 $6.28 $5.98
American Lite & Casualty 60682 $35.59 $£5.49 £522 $£5.59 $5.49 $5.22
Berkshire LIC 61433 $£6.53 $£6.43 $6.15 - - -
Canada Life 81060 $5.99 $£5.89 $5.64 $5.99 $£5.89 $5.64
Charter National LIC 61808 $£4.99 $4.90 $4.73 $4.99 $4.90 $4.73
Columbia Universal Life 77720 £5.71 $ 5.61 $5.33 $£5.71 £ 5.61 $£533
Commercial Union LIC 62898 $6.19 $ 6.07 $£5.79 $£6.19 $6.07 $£5.79
Continental Assurance Co. 62413 £6.78 $6.64 $6.34 $6.80 $ 6.65 £6.36
Fidelity & Guaranty LIC 63274 §6.21 $6.07 $5.75 $5.94 $5.85 $5.63
Golden Rule 62286 $£5.65 $5.56 $5.35 $£5.65 $5.56 $5.35
Jackson National LIC 65056 $6.11 $5.99 $£5.71 $5.85 $5.78 $5.58
Jetferson Pilot LIC 67865 $6.12 $6.03 $£5.71 $6.12 $6.03 $5.71
Keyport Life 64602 $6.44 $6.34 $6.05 $6.23 $6.16 $5.95
Lincoln Benefit Life Co. 65595 $6.05 £ 5.96 $5.75 $6.05 $5.96 $5.75
London Pacific 68934 $£6.52 $6.42 $6.23 $6.52 $6.42 $£6.23
Manufacturers LIC 65838 $5.95 $ 583 $5.56 $5.95 $ 583 $5.56
| National Guardian LIC 66583 $6.42 $6.25 $5.86 $6.42 $6.25 $5.86
New York Life 66915 $5.64 $5.55 $£5.33 $5.64 $5.55 $£5.33
| Ohio National 89206 $5.81 $£5.70 $5.45 $5.81 £5.70 $£5.45
Penn Ins. & Annuity Co. 93262 $6.38 $6.25 $5.98 $6.52 $£6.37 $6.05
| Penn Mutual LIC 67644 $6.38 $6.25 $5.98 $6.52 $6.37 $6.05
Presidential LIC 68039 $6.39 $6.28 $6.05 $6.39 $6.28 $6.05
Principal Mutual LIC 61271 $5.80 $5.69 $5.45 $£5.82 $£5.71 $5.47
Providentmutual L&A 70750 $£5.84 $564 $5.09 £5.84 $5.64 $5.09
Providian Life & Health 66605 $6.36 $6.25 $5.99 - - -
SAFECO LIC 68608 $£5.73 $5.68 - $£5.73 $ 5.68 -
| Security Benefit LIC 68675 $6.00 $5.90 $5.69 $6.00 $5.90 $5.69
hecurity Mutual/NY 68772 $6.14 $5.97 $5.59 | $£6.39 $£6.20 $5.73
Southwestern Life 91391 $5.43 $5.34 §£5.14 - - -
Standard Insurance 69019 $£6.01 $5.92 $5.71 $6.01 $5.92 $57
i’ Trustmark Ins. Co. 62863 $£6.24 $6.13 $£5.84 $6.24 $6.13 $5.84
- United of Omaha 69868 $£6.19 $6.07 $5.79 $£6.19 $6.07 $5.79
| USG Annuity & Life 61247 $6.27 $6.13 $5.77 $6.27 $6.13 $5.77
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998
'Formerly Western National Life
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Immediate Annuities Update

Table 7. Single Life Annuities — Female Age 55

Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yr Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C C&C
American General Ann IC' 70432 §5.46 $5.41 *$5.27 $5.46 $541 $5.27
American Heritage 60534 $5.95 $5.89 $5.74 $5.95 $5.89 $5.74
American Lite & Casualty 60682 $5.13 $5.09 $4.95 $5.13 $5.09 $4.95
Berkshire LIC 61433 $6.10 $ 6.06 $5.92 - - -
Canada Life 81060 $5.55 $5.51 $5.38 $5.55 $5.51 $5.38
Charter National LIC 61808 $4.57 $4.55 $4.47 $4.57 $4.55 $4.47
Columbia Universal Life 77720 $5.25 $5.21 $5.07 $5.25 $5.21 $5.07
Commercial Union LIC 62898 $5.77 $5.72 $5.58 $5.77 §5.72 $5.58
Continental Assurance Co. 62413 $6.32 $6.25 $6.11 $6.33 $6.27 $6.12
Fidelity & Guaranty LIC 63274 $5.66 $5.61 $5.48 $5.94 $5.85 $5.63
Golden Rule 62286 $£5.33 $5.29 $5.17 $5.33 $5.29 $5.17
Jackson National LIC 65056 $5.68 $5.62 $5.48 $5.85 $5.78 $5.58
Jetferson Pilot LIC 67865 $5.72 $5.68 $£5.52 $5.72 $5.68 $5.52
Keyport Life 64602 $6.02 $5.98 $£5.82 $6.23 $6.16 $5.95
Lincoln Benefit Lite Co. 65595 $5.67 $5.63 $5.52 $5.67 $5.63 $5.52
London Pacific 68934 $6.14 $6.10 $6.01 $6.14 $6.10 $6.01
Manutacturers LIC 65838 $5.38 $5.34 $5.22 $5.38 $534 $522
National Guardian LIC 66583 $5.88 $5.81 $5.60 $5.88 $5.81 $5.60
New York Life 66915 $5.19 $5.15 $5.05 $5.19 $5.15 $5.05
Ohio National 89206 $£5.33 $5.28 $5.16 $5.33 $5.28 $5.16
Penn Ins. & Annuity Co. 93262 $5.89 $5.84 $5.71 $5.88 $5.83 $5.69
| Penn Mutual LIC 67644 $5.89 $£5.84 £571 $5.88 $5.83 $5.69
Presidential LIC 68039 $6.05 $5.99 $5.86 $6.05 $5.99 $5.87
Principal Mutual LIC 61271 $5.32 $£5.29 $5.18 $5.35 $5.30 $5.19
Providentmutual L&A 70750 $5.43 $5.31 $4.98 $5.43 $5.31 $4.98
Providian Life & Health 66605 $5.96 $£5.91 $5.79 - - -
SAFECO LIC 68608 $5.73 $5.68 - $5.73 $5.68 -
Security Benefit LIC 68675 $5.59 $5.55 $5.44 $5.59 $£5.55 $5.44
Security Mutual/NY 68772 $5.63 $5.56 $£5.37 $5.68 $5.61 $5.42
Southwestern Life 91391 $5.03 $4.99 $4.90 - - -
Standard Insurance 69019 $5.77 $5.72 £5.59 $5.77 $572 $5.59
Trustmark Ins. Co. 62863 $5.79 $5.73 $5.59 $5.79 $5.73 $5.59
United of Omaha 69868 $£5.76 $5.70 $5.56 $£5.76 $5.70 $5.56
USG Annuity & Life 61247 §£5.75 $£5.69 $£5.50 $5.75 $5.69 $5.50
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998
Formerly Western National Life

Buy your annuities direct from the SOURCE. Call 800-872-6684 ¢ 33




Immediate Annuities Update

Table 8. Single Life Annuities — Male Age 60

Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yr Lite 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C C&C
American General Ann IC' 70432 $6.43 $6.24 $5.78 $6.43 $6.24 $£5.78
American Heritage 60534 $6.97 $6.76 $6.26 $6.97 $6.76 $6.26
American Life & Casualty 60682 $6.12 $5.99 $5.52 $6.12 $5.99 $5.52
Berkshire LIC 61433 $7.05 $6.88 $6.40 - - -
Canada Life 81060 $6.53 $6.36 $£592 $6.53 $6.36 $592
Charter National LIC 61808 $5.57 $5.35 $5.03 $5.57 $5.35 $5.03
Columbia Universal Lite 77720 $6.29 $6.11 $5.63 $£6.29 $£6.11 $5.63
Commercial Union LIC 62898 $6.70 $6.50 $6.04 $6.70 $6.50 $6.04
Continental Assurance Co. 62413 $6.74 $6.56 $6.15 $6.76 $6.58 $6.16
Fidelity & Guaranty LIC 63274 $6.75 $ 6.51 $6.01 $6.41 $6.25 $5.89
Golden Rule 62286 $6.13 $5.99 $5.61 $6.13 $5.99 $5.61
Jackson National LIC 65056 $ 6.64 $6.44 $5.97 $£6.32 $6.19 $5.84
Jetferson Pilot LIC 67865 $6.58 $6.41 $5.88 $6.58 £ 6.41 $£5.88
Keyport Life 65234 £6.95 $6.77 $6.29 $6.70 $6.56 $6.19
Lincoln Benefit Lite Co. 65595 $6.55 $6.40 $6.05 $6.55 $6.40 $6.05
London Pacitic 68934 $6.92 $6.77 $6.44 $6.92 $6.77 $6.44
Manufacturers LIC 65838 $6.55 $6.34 $5.85 $6.55 $6.34 $5.85
National Guardian LIC 66583 $7.05 $6.76 $6.10 $£7.05 $6.76 $6.10
New York Life 66915 $6.17 $6.02 $5.63 $6.17 $6.02 $5.63
Ohio National 89206 $6.38 $6.19 $£5.76 $6.38 $£6.19 £5.76
Penn Ins. & Annuity Co. 93262 $6.92 $6.70 $6.23 $7.19 $6.92 $6.32
Penn Mutual LIC 67644 $£6.92 $£6.70 $£6.23 $7.19 $6.92 $6.32
Presidential LIC 68039 $6.90 $6.72 $6.31 $6.90 $6.72 $6.31
Principal Mutual LIC 61271 $6.28 $6.10 $5.70 $6.30 $6.12 £5.71
Providentmutual L&A 70750 $6.32 £5.96 $5.25 $6.32 $£5.96 $£5.25
Providian Life & Health IC 66605 $6.82 $6.64 $£6.20 - - -
SAFECO LIC 68608 $£6.10 $6.01 - $6.10 $6.01 -
Security Benetit LIC 68675 $6.48 $6.33 $5.95 $6.48 $£6.33 $£5.95
Security Mutual/NY 68772 $6.71 $6.43 $5.83 $7.13 $6.77 $£597
Southwestern Life 91391 §£5.91 $5.76 $£5.41 - - -
Standard Insurance 69019 $6.49 $6.34 $5.97 $6.49 $6.34 $5.97
Trustmark Ins. Co. 62863 $6.81 $6.61 $6.11 $6.81 $6.61 © $6.11
United of Omaha LIC 69869 $6.74 $6.54 $6.05 $6.74 $6.54 $6.05
USG Annuity & Life 61247 $6.90 $6.64 $6.01 $6.90 $ 6.64 $6.01
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998
'Formerly Western National Life J
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Table 9. Single Life Annuities — Female Age 60

Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yr Lite 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C C&C
American General Ann IC' 70432 $5.88 $5.79 $5.55 $5.88 $5.79 $5.55
American Heritage 60534 $6.39 $6.29 $6.02 $6.39 $6.29 $6.02
American Life & Casualty 60682 $5.59 $5.51 $5.26 $5.59 $5.51 $5.26
Berkshire LIC 61433 $6.49 $6.41 $6.17 - - -
Canada Life 81060 $5.97 $5.89 $5.67 $5.97 $5.89 $5.67
Charter National LIC 61808 $5.00 $£4.91 $4.76 $£5.00 $4.91 $4.76
Columbia Universal Life 77720 $5.71 $5.62 $5.37 $5.71 §5.62 $5.37
Commercial Union LIC 62898 $6.17 $6.07 $£5.83 $6.17 $6.07 $5.83
Continental Assurance Co. 62413 §6.22 $6.13 $5.93 $£6.23 $6.15 $5.94
Fidelity & Guaranty LIC 63274 $6.06 $£597 $5.75 $6.41 §6.25 $5.89
Golden Rule 62286 $5.73 $5.66 $5.43 $5.73 $5.66 $£5.43
Jackson National LIC 65056 $£6.10 $6.00 $5.74 §6.32 $6.19 $£5.84
Jetterson Pilot LIC 67865 $6.05 $£5.98 $5.70 $6.05 $5.98 $5.70
Keyport Lite 65234 $6.42 $6.34 $6.08 $6.70 $6.56 $6.19
Lincoln Benetit Life Co. 65595 $6.06 $5.99 $£5.80 $6.06 £5.99 $£5.80
London Pacitic 68934 $6.43 $6.36 $6.20 $6.43 $6.36 $6.20
Manutacturers LIC 65838 $5.78 $5.70 $5.50 $5.78 $5.70 $5.50
National Guardian LIC 66583 $6.36 $£6.23 $5.87 $6.36 $6.23 $5.87
New York Life 66915 $£5.59 $5.52 $5.34 $5.59 $5.52 $5.34
Ohio National 89206 $5.77 $5.69 $547 $5.77 $£5.69 $547
Penn Ins. & Annuity Co. 93262 $6.30 $6.20 $£5.96 $6.33 £6.23 $5.97
Penn Mutual LIC 67644 $6.30 $6.20 $5.96 $6.33 $6.23 $5.97
Presidential LIC 68039 $6.46 £6.36 $6.12 $ 6.46 $6.36 $£6.12
Principal Mutual LIC 61271 $£5.68 $£5.59 §£5.41 $5.69 $5.61 $5.42
Providentmutual L&A 70750 $5.84 $5.64 $5.09 $5.84 §5.64 $5.09
Providian Life & Health IC 66605 $6.31 $6.22 $5.99 - - -
SAFECO LIC 68608 $6.10 8§ 6.01 - $6.10 $6.01 -
Security Benefit LIC 68675 $£5.95 $£5.88 $5.70 $£5.95 $5.88 $£5.70
Security Mutual/NY 68772 $6.10 $5.97 $5.64 $6.20 $6.07 $5.70
Southwestern Life 91391 $5.39 $5.32 $5.15 - - -
Standard Insurance 69019 $6.17 $6.08 $5.85 $e6.17 $6.08 $5.85
Trustmark Ins. Co. 62863 $6.23 $6.14 $5.87 $6.23 $6.14 $5.87
United of Omaha LIC 69868 $6.18 $6.08 £5.82 $£6.18 $6.08 $£5.82
USG Annuity & Life 61247 $6.22 $6.10 85.77 $6.22 $6.10 $5.77
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998
Formerly Western National Life

Buy your annuities direct from the SOURCE. Call 800-872-6684 + 35
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Table 10. Single Life Annuities — Male Age 65

r Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yr Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C C&C
American General Ann IC' 70432 $7.20 $6.84 $ 6.03 $7.20 $6.84 $6.03
American Heritage 60534 $7.79 $7.39 $6.52 $7.79 $7.39 $£6.52
American Life & Casualty 60682 $6.89 $6.56 $5.77 $6.89 $6.56 $5.77
Berkshire LIC 67433 $7.79 $7.45 $ 6.64 - - -
Canada Lite 80659 $7.30 $6.96 $6.20 $7.30 $6.96 $6.20
Charter National LIC 61808 $£6.38 $£5.93 $5.34 $6.38 $5.93 $5.34
Columbia Universal Life 77720 $7.11 $6.76 $5.91 $7.11 $£6.76 $5.91
Commercial Union LIC 62898 $7.44 $7.05 $6.26 $7.44 $ 7.05 $6.26
Continental Assurance Co. 62413 $7.45 $7.11 $6.39 $747 $7.12 $6.40
Fidelity & Guaranty LIC 63274 $7.49 $7.07 $6.26 $7.06 $6.78 $6.16
Golden Rule 62286 $6.82 $6.54 $5.88 $6.82 $6.54 $5.88
Jackson National LIC 65056 $7.42 $7.04 $6.22 $6.98 $6.72 $6.12
Jetterson Pilot LIC 67865 $£7.26 $6.95 $6.06 $7.26 $6.95 $6.06
Keyport Life 65234 $7.70 $7.40 $6.53 $7.34 $7.10 $6.45
Lincoln Benetit Life Co. 65595 $7.27 $£6.98 $6.36 $7.27 $ 6.98 $6.36
London Pacitic 68934 $7.54 $7.25 $6.68 $7.54 $7.25 $ 6.68
Manutacturer’s LIC 65838 $7.37 $6.97 $6.16 $7.37 $6.97 $6.16
National Guardian LIC 66583 $7.99 $7.41 $6.31 $7.99 $ 7.41 $6.31
New York Life 66915 $6.94 $6.63 $594 $6.94 $6.63 $5.94
Ohio National 89206 $7.19 $6.82 $6.06 $7.19 $6.82 $6.06
Penn Ins. & Annuity Co. 93262 $7.67 $£7.26 $6.46 $£8.14 $7.59 $6.53
Penn Mutual 67644 $7.67 $£7.26 $6.46 $8.14 $7.59 $6.53
Presidential LIC 68039 $7.62 $7.28 $6.57 $7.62 $7.28 $6.57
Principal Mutual LIC 61271 $6.96 $6.63 $5.96 $£6.98 $6.65 $597
Providentmutual L&A 70750 $7.01 $6.41 $5.42 $7.01 $6.41 $5.42
Providian Life & Health IC 66605 $£7.52 £7.17 $6.42 - - -
Reliance Standard LIC 68381 - $£7.08 - - $7.08 -
SAFECO LIC 68608 $6.62 $6.46 - $6.62 $6.46 -
Security Benetit LIC 68675 $7.20 $6.89 $£6.22 $7.20 $6.89 $6.22

| Security Mutual/NY 68772 $7.51 $7.01 $6.06 $8.18 $7.44 $6.16
Southwestern Life 91391 $6.61 $6.32 $£5.69 - - -
Standard Insurance 69019 $7.19 $6.88 $6.24 $7.19 $6.88 $6.24
Trustmark Ins. Co. 62863 $7.63 $7.24 $6.38 $7.63 $7.24 $£6.38
United of Omaha LIC 69868 $7.52 $7.13 $6.31 $7.52 $7.13 -
USG Annuity & Life 61247 $7.79 $7.26 $6.23 $7.79 $7.26 $6.23

Figures represent monthly income per $1,000 assuming $100,000 deposit. Survey period: May 15, 1998
Formerly Western National Life
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Table 11. Single Life Annuities — Female Age 65

Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yr Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C C&C
American General Ann IC' 70432 $6.47 $6.30 $5.84 $6.47 $6.30 $5.84
American Heritage 60534 $7.01 $6.82 $6.32 $7.01 $6.82 $6.32
American Lite & Casualty 60682 $6.15 $6.00 $5.56 $6.15 $6.00 $5.56
Berkshire LIC 67433 $7.03 $6.89 $6.45 - - -
Canada Life 80659 $6.56 $6.40 $5.98 $6.56 $6.40 $5.98
Charter National LIC 61808 $5.64 $5.39 $5.09 $5.64 $5.39 $5.09
Columbia Universal Life 77720 $6.34 $6.18 $5.70 $6.34 $6.18 $5.70
Commercial Union LIC 62898 $£6.73 $6.54 $6.09 $6.73 $6.54 $6.09
Continental Assurance Co. 62413 $6.73 $6.57 $6.19 $6.75 $6.59 $6.20
Fidelity & Guaranty LIC 63274 $6.61 $6.46 $6.04 $ 7.06 $6.78 $6.16
Golden Rule 62286 $£6.29 $6.14 $5.72 $6.29 $6.14 $£5.72
Jackson National LIC 65056 $ 6.68 $6.50 $6.03 $ 6.98 $6.72 $6.12
Jetferson Pilot LIC 67865 $6.55 $6.41 $5.90 $£6.55 $6.41 £5.90
Keyport Life 65234 $6.99 $6.82 $6.35 $7.34 $7.10 $6.45
Lincoln Benetit Life Co. 65595 $ 6.62 $ 6.48 $6.13 $6.62 $6.48 $6.13
London Pacitic 68934 $ 6.86 $6.73 $ 6.43 $ 6.86 $6.73 $ 6.43
Manufacturer’s LIC 65838 $6.38 $£6.22 $£5.81 $6.38 $6.22 $5.81
National Guardian LIC 66583 $7.05 $6.78 $6.14 $7.05 $£6.78 $6.14
New York Life 66915 $6.16 $6.02 $ 5.67 $6.16 $6.02 $5.67
Ohio National 89206 $6.39 $6.22 $£5.81 $6.39 $£6.22 $£5.81
Penn Ins. & Annuity Co. 93262 $6.83 $6.67 $6.22 $6.94 $6.76 $6.24
Penn Mutual 67644 $6.83 $6.67 $6.22 $6.94 $6.76 $6.24
Presidential LIC 68039 $7.03 $6.85 § 6.41 $£7.03 $6.85 $ 6.41
Principal Mutual LIC 61271 $6.15 $6.02 $5.68 $6.17 $6.04 $5.69
Providentmutual L&A 70750 $6.32 $5.96 $5.25 $6.32 $5.96 $5.25
Providian Life & Health IC 66605 $ 6.81 $6.65 $6.24 - - -
Reliance Standard LIC 68381 - $6.58 - - $6.58 -
SAFECO LIC 68608 $6.62 $ 6.46 - $6.62 $6.46 -
Security Benefit LIC 68675 $6.47 $6.34 $5.99 $6.47 $6.34 $5.99
Security Mutual/NY 68772 $6.74 $6.51 $£5.93 $6.94 $ 6.67 $5.97
Southwestern Life 91391 $5.90 $£5.78 §£5.45 - - -
Standard Insurance 69019 $6.73 $6.56 $6.14 $6.73 $6.56 $6.14
Trustmark Ins. Co. 62863 $6.85 $6.67 $6.18 $6.85 $6.67 $6.18
United of Omaha 69868 $6.77 $6.59 $6.12 $6.77 $6.59 $6.12
USG Annuity & Life 61247 8 6.87 $ 6.62 $ 6.04 $6.87 $ 6.62 $6.04
f igures represent mont}_ﬂy incqme per $1,000 assuming $100,000 deposit. Survey period: May 15, 1998
Formerly Western National Life

Buy your annuities direct from the SOURCE. Call 800-872-6684 ¢ 37
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Table 12. Single Life Annuities — Male Age 70

Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yr Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C C&C’
American General Ann IC' 70432 $8.28 $7.56 $6.23 $8.28 $7.56 $6.23
American Heritage 60534 $8.95 $8.15 $6.73 $£ 8.95 $8.15 $6.73
American Life & Casualty 60682 $7.70 $7.13 $5.95 $7.70 $7.13 £5.95
Berkshire LIC 61433 $ 8.85 $8.15 $6.83 - - -
Canada Lite 80659 $8.37 $7.68 $ 6.41 $ 8.37 $ 7.68 $6.41
Charter National LIC 62808 $7.52 $6.65 $5.62 $7.52 $ 6.65 $5.62
Columbia Universal 77720 $8.26 $7.53 $6.14 $8.26 $7.53 $6.14
Commercial Union LIC 62898 $8.48 $7.72 $6.44 $8.48 $7.72 $6.44
Continental Assurance Co. 62413 §8.48 $£7.77 $6.59 $ 8.49 $7.79 $6.60
| Fidelity & Guaranty LIC 63274 £ 8.55 $7.76 $6.47 $8.00 $7.46 $6.41
Golden Rule 62286 $7.81 $7.23 $6.10 $7.81 $7.23 $6.10
Jackson National LIC 65056 $8.48 $7.73 $6.42 $7.90 $7.39 $6.35
Jetterson Pilot LIC 67865 $8.26 $7.62 $6.19 $8.26 $7.62 $6.19
Keyport Lite 65234 $8.74 $ 8.05 $6.72 $8.27 $7.76 $6.67
*'Lincoln Benefit Life Co. 65595 $8.29 $7.70 $ 6.64 $8.29 $7.70 $6.64
London Pacific 68934 $ 8.44 $£7.87 $6.90 $8.44 $7.87 $6.90
Manutacturer’s LIC 65838 $ 8.55 $7.71 $6.38 $ 8.55 $7.71 $6.38
National Guardian LIC 66583 $9.31 $8.15 $6.46 $9.31 $8.15 $ 6.46
New York Life 66915 $8.04 $7.40 $6.21 $ 8.04 $7.40 $6.21
F)hio National 89206 $8.34 $7.58 $6.31 $8.34 $7.58 $6.31
Penn Mutual 67644 $8.74 $7.95 $ 6.63 $9.48 $8.35 -
Presidential LIC 68039 $8.64 $£7.96 $6.78 §£8.64 $7.96 $6.78
Principal Mutual LIC 61271 $7.92 $7.28 $6.16 $7.94 $7.31 $6.18
Providentmutual L&A 70750 $7.83 $6.69 $5.42 $7.83 $6.69 $5.42
Providian Life & Health IC 66605 $8.53 $7.82 $6.59 - - -
Reliance Standard LIC 68381 - $7.72 - - $7.72 -
SAFECO LIC 68608 $7.38 $7.06 - $7.38 $7.06 -
Security Benefit LIC 68675 $8.23 $£7.59 $6.47 $£8.23 $7.59 $6.47
Security Mutual/NY 68772 $ 8.66 $7.72 $6.24 $9.65 £8.18 $6.28
Southwestern Life 91391 $7.61 $7.02 $5.93 - - -
Standard Insurance 69019 $8.18 $7.55 $6.47 $8.18 $7.55 $6.47
Trustmark Ins. Co. 62863 £8.79 $8.00 $6.59 $8.79 $£8.00 $6.59
United of Omaha LIC 69868 $ 8.63 $7.85 $6.51 §$ 8.63 $7.85 -
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998
Formerly Western National Life
[gﬁeds maximum guarantee period allowed by IRS. J
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Table 13. Single Life Annuities — Female Age 70

Non-Qualified Funds Qualified Funds
Reporting Companies Lite 10yr 20yr Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C C&C’
American General Ann IC' 70432 $£7.30 $ 6.96 $6.11 $7.30 $6.96 $6.11
American Heritage 60534 $7.90 $7.52 $ 6.61 $7.90 $7.52 £ 6.61
American Life & Casualty 60682 $ 6.81 $6.55 $5.80 $ 6.81 $6.55 $5.80
Berkshire LIC 61433 $7.82 $7.53 $6.71 - - -
Canada Life 80659 $7.39 $7.07 $6.27 $7.39 $7.07 $6.27
Charter National LIC 62808 §6.53 $6.03 $5.43 $6.53 $6.03 $5.43
Columbia Universal 77720 $7.23 $6.90 $6.00 $7.23 $6.90 $6.00
Commercial Union LIC 62898 $7.53 $7.16 $6.34 $7.53 $7.16 $6.34
Continental Assurance Co. 62413 $7.48 $7.17 $6.45 $7.50 $7.18 $6.46
Fidelity & Guaranty LIC 63274 $7.44 $7.13 $6.33 $ 8.00 $7.46 $6.41
Golden Rule 62286 $£7.09 $£6.78 $5.99 $7.09 $£6.78 $5.99
Jackson National LIC 65056 $7.50 $7.14 $6.30 $7.90 $7.39 $6.35
Jetterson Pilot LIC 67865 $7.27 $6.99 $6.06 $7.27 $6.99 $6.06
Keyport Life 65234 $7.80 $747 $6.60 $8.27 $7.76 $6.67
Lincoln Benetit Life Co. 65595 $7.41 $7.13 $647 $741 $7.13 $647
London Pacific 68934 $7.51 $7.26 $6.70 $7.51 $7.26 $6.70
Manufacturer’s LIC 65838 $7.18 $6.86 $6.15 $7.18 $6.86 $6.15
National Guardian LIC 66583 $8.02 $7.48 $6.37 $8.02 $7.48 $6.37
New York Life 66915 $6.97 $6.70 $6.00 $6.97 $6.70 $6.00
Ohio National 89206 $7.26 $6.92 $6.14 $7.26 $6.92 $6.14
Penn Mutual 67644 $7.60 $7.30 $6.47 $7.86 $7.45 -
Presidential LIC 68039 $7.84 $7.48 $ 6.68 $7.84 $7.48 $ 6.68
Principal Mutual LIC 61271 $6.87 $6.59 $5.93 $6.89 $6.61 $5.94
Providentmutual L&A 70750 $7.01 $6.41 $5.42 $7.01 $6.41 $5.42
Providian Life & Health IC 66605 §7.55 $7.23 $6.47 - - -
Reliance Standard LIC 68381 - $7.16 - - $7.16 -
SAFECO LIC 68608 $7.38 $7.06 - $7.38 $7.06 -
Security Benefit LIC 68675 $724 $6.96 $6.29 $7.24 $ 6.96 $6.29
Security Mutual/NY 68772 $7.72 $7.24 $6.17 £ 8.05 $7.42 $6.18
Southwestern Life 91391 $ 6.65 $6.39 $5.76 - - -
Standard Insurance 69019 $7.53 $7.19 $6.41 $7.53 $7.19 $6.41
Trustmark Ins. Co. 62863 $7.75 $7.38 $6.47 $7.75 $7.38 $6.47
United of Omaha LIC 69868 $£7.63 $7.26 $6.39 $7.63 $7.26 -
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998
Formerly Western National Life
Exceeds maximum guarantee period allowed by IRS.

Buy your annuities direct from the SOURCE. Call 800-872-6684 <+ 39




Immediate Annuities Update

Table 14. Single Life Annuities — Male Age 75

Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yr Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C Cc&C’
American General Ann IC' 70432 $9.81 $8.34 $6.36 $9.81 $8.34 $6.36
American Heritage 60534 $10.60 $8.97 $ 6.86 $10.60 $8.97 $6.86
American Life & Casualty 60682 $ 8.90 $7.84 $6.10 $8.90 $7.84 $6.10
Berkshire LIC 61433 $10.30 § 8.91 $6.95 - - -
Canada Lite 80659 $9.85 $8.47 $6.55 $9.85 $£8.47 $6.55
Charter National LIC 62808 $9.12 $7.47 $5.82 $9.12 $7.47 $5.82
Columbia Universal 77720 $9.90 $8.39 $6.26 $9.90 $8.39 $6.26
Commercial Union LIC 62898 $9.96 $8.44 $6.55 $9.96 $8.44 $6.55
Continental Assurance Co. 62413 $£9.93 $ 8.53 $6.73 $9.95 $ 8.55 $6.74
Fidelity & Guraranty LIC 63274 $10.08 $ 8.55 $6.59 $9.39 $8.27 $6.56
Golden Rule 62286 £9.20 $8.01 $£6.26 $9.20 $8.01 $6.26
Jackson National LIC 65056 $10.02 $8.49 $6.53 $9.26 $£8.18 $6.50
Jetterson Pilot LIC 67865 $9.67 $8.40 $6.30 $9.67 $8.40 $6.30
Keyport Life 65234 $10.16 $8.81 $6.83 $9.59 $8.55 $ 6.81
Lincoln Benefit Lite Co. 65595 $9.71 $8.52 $£6.85 $9.71 $8.52 $6.85
London Pacific 68934 $9.74 $ 8.60 $7.06 $9.74 $8.60 $7.06
Manuftacturer’s LIC 65838 $10.16 $ 8.50 $6.53 $10.16 $ 8.50 $6.53
National Guardian LIC 66583 $11.15 $8.89 $6.53 $11.15 £ 8.89 $6.53
New York Life 66915 $9.59 $8.26 $£6.39 $9.59 $8.26 $6.39
Ohio National 89206 $9.95 $ 8.40 $6.46 $9.95 $ 8.40 $6.46
Penn Mutual 67644 $10.30 $8.75 - $11.42 $9.16 -
Presidential LIC 68039 $10.12 $8.74 $6.91 $10.12 $8.74 $6.91
Principal Mutual LIC 61271 $9.26 $ 8.00 $6.23 - - -
Providentmutual L&A 70750 $ 8.87 $6.96 $5.42 $8.87 $6.96 $5.42
Providian Life & Health IC 66605 £9.96 $8.54 $6.71 - - -
SAFECO LIC 68608 $8.53 $7.81 - $£8.53 $7.81 -
Security Benetit LIC 68675 $9.68 $8.39 $6.64 $£9.68 $8.39 $6.64
Security Mutual/NY 68772 $10.34 §8.51 §£6.33 $11.62 $£8.86 $6.34
Southwestern Life 91391 $9.02 $7.81 $6.11 - - -
Standard Insurance 69019 $9.42 $8.17 $6.63 $9.42 $£8.17 $6.63
Trustmark Ins. Co. 62863 $10.43 $ 8.83 $6.72 $10.43 $8.83 $£6.72
United of Omaha LIC 69868 $10.19 $8.64 $6.63 $10.19 $8.64 -
USG Annuity & Life 61247 $10.57 $ 8.63 $£6.51 $10.57 $ 8.63 $6.51
Figures represent monthly income per $1000 assuming $100,000 deposit. ~Survey period: May 15, 1998
'Formerly Western National Life
Exceeds maximum guarantee period allowed by IRS.
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Table 15. Single Life Annuities — Female Age 75

Non-Qualified Funds Qualified Funds
Reporting Companies Lifte 10yr 20yr Lite 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C c&C’
American General Ann IC' 70432 $ 8.56 $7.79 $6.30 $8.56 $7.79 $6.30
American Heritage 60534 $9.25 $8.39 $6.80 $9.25 $8.39 $6.80
American Lite & Casualty 60682 $£7.85 $7.29 $6.02 $7.85 $7.29 $6.02
Berkshire LIC 61433 £ 8.98 $8.32 $6.89 - - -
Canada Life 80659 $ 8.63 $7.90 $6.48 $8.63 $7.90 $6.48
Charter National LIC 62808 £ 7.85 $6.85 $5.71 $£7.85 $6.85 $5.71
Columbia Universal 77720 $ 8.59 $7.79 $6.21 $ 8.59 $7.79 $6.21
Commercial Union LIC 62898 $8.74 $7.93 $6.51 $8.74 $7.93 $6.51
Continental Assurance Co. 62413 $ 8.65 $7.94 $ 6.66 $ 8.67 $7.96 $ 6.67
Fidelity & Guaranty LIC 63274 $ 8.69 $7.96 $6.52 $9.39 $8.27 $6.56
Golden Rule 62286 $8.29 $7.59 $6.19 $8.28 $7.59 $6.19
Jackson National LIC 65056 $8.75 $7.94 $6.48 $9.26 $8.18 $6.50
Jetterson Pilot LIC 67865 $8.38 $7.76 $6.18 $8.38 $7.76 $6.18
Keyport Lite 65234 $9.01 $8.26 $6.78 $9.59 $8.55 $6.81
Lincoln Benefit Life Co. 65595 $8.59 $7.96 $6.75 $8.59 $7.96 $6.75
London Pacitic 68934 $8.54 $7.98 $6.94 $8.54 $7.98 $6.94
Manufacturer’s LIC 65838 $8.39 $7.67 $6.40 $8.39 $7.67 $ 6.40
National Guardian LIC 66583 $9.51 . $8.32 $6.50 $£9.51 $£8.32 §6.50
New York Life 66915 $8.22 $7.57 $6.28 $£8.22 $7.57 $6.28
Ohio National 89206 $8.57 $7.78 $6.38 $£8.57 $7.78 $6.38
Penn Mutual 67644 $8.75 $8.15 - $9.24 $8.32 -
Presidential LIC 68039 $9.06 $8.27 $6.86 $9.06 $£8.27 $ 6.86
Principal Mutual LIC 61271 $£7.91 $7.27 $6.07 $9.29 $8.03 $6.25
Providentmutual L&A 70750 $7.01 $6.41 $5.42 $7.01 $6.41 $542
Providian Life & Health IC 66605 $8.70 $7.98 $6.65 - - -
SAFECO LIC 68608 $ 8.53 $7.81 - $ 8.53 § 7.81 -
Security Benetit LIC 68675 $ 8.41 $7.77 $6.55 $ 8.41 $7.77 $6.55
Security Mutual/NY 68772 $9.24 $8.13 $6.30 $9.66 $8.23 $6.30
Southwestern Life 91391 $7.79 $7.19 $6.01 - - -
Standard Insurance 69019 $ 8.61 $7.85 $ 6.61 $ 8.61 $£7.85 $ 6.61
Trustmark Ins, Co. 62863 $£9.09 £8.25 $6.47 $£9.09 $£8.25 $6.47
United of Omaha LIC 69868 $8.91 $8.09 $6.57 $8.91 $8.09 -
USG Annuity & Life 61247 $9.06 $8.05 $6.45 $9.06 $ 8.05 $ 6.45
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998
Formerly Western National Life
Exceeds maximum guarantee period allowed by IRS.
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Table 16. Single Life Annuities — Male Age 80

Non-Qualitied Funds Qualified Funds
Reporting Companies Life 10yr 20yr Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only c&C’ c&cC’
American General Ann IC' 70432 $11.97 $9.07 $ 6.41 $11.97 £9.07 $6.41
American Heritage 60534 $12.95 $9.74 $6.91 $12.95 £9.74 $6.91
American Life & Casualty 60682 $10.46 $8.53 $6.19 $10.46 $ 8.53 $6.19
Berkshire Life 61433 $12.34 $9.63 $7.00 - - -
Canada Life 80659 $11.90 $9.20 $6.61 $11.90 $9.20 $6.61
Charter National LIC 62808 $11.37 $8.33 $5.93 $11.37 $8.33 $5.93
Columbia Universal 77720 $12.23 $9.18 $6.33 $12.23 $9.18 $6.33
Commercial Union LIC 62898 $12.08 $9.11 $ 6.60 $12.08 $9.11 $ 6.60
Continental Assurance Co. 62413 $12.06 $9.28 $ 6.80 $12.08 $9.80 $6.81
Fidelity & Guaranty LIC 63274 $12.35 $932 $6.64 $11.46 $9.11 $ 6.63
Golden Rule 62286 $11.19 $8.81 $6.32 $11.19 $8.81 $6.32
Jackson National LIC 65056 $12.22 $9.20 $6.58 $11.28 $ 8.98 $6.57
Jetferson Pilot LIC 67865 $11.68 $9.17 $6.40 $11.68 $9.17 $6.40
Keyport Life 65234 $12.09 $9.51 $6.89 $11.43 $9.34 $6.88
Lincoln Benetit Life Co. 65595 $9.77 $9.34 $6.98 $9.77 $9.34 $6.98
London Pacific 68934 $11.60 $9.36 $7.15 $11.60 $9.36 $7.15
Manufacturers LIC 65838 $12.38 $9.18 $6.59 $12.38 $9.18 $6.59
National Guardian LIC 66583 $13.78 $9.52 $6.56 $13.78 $9.52 $6.56
New York Life 66915 $11.82 $9.12 $6.48 $11.82 $9.12 $6.48
Ohio National 89206 $12.26 $£9.16 $6.54 $12.26 $£9.16 $6.54
Penn Mutual 67644 $12.28 $9.42 - $13.89 - -
Presidential LIC 68039 $12.32 $9.47 $6.97 $12.32 $9.47 $6.97
Principal Mutual LIC 61271 $11.46 $8.90 $6.31 $11.49 $8.92 $6.33
Providentmutual L&A 70750 $10.22 $7.22 $5.42 $10.22 $7.22 $5.42
Providian Life & Health 66605 $12.02 $£9.25 $£6.76 - - -
SAFECO LIC 68608 $10.23 $ 8.66 - $10.23 $ 8.66 -
Security Benefit LIC 68675 $11.75 $9.19 $6.73 $11.75 $9.19 $6.73
Security Mutual/NY 68772 $12.85 $9.24 $6.36 $14.45 $9.40 $6.36
Southwestern Life 91391 $11.06 $ 8.60 $6.20 - - -
Standard Insurance 69019 $11.32 $8.85 $6.72 $11.32 $£8.85 $6.72
Trustmark Ins. Co. 62863 $12.77 $9.61 $6.78 $12.77 $9.61 $6.78
United of Omaha 69868 $12.42 $9.36 $6.68 $12.42 - -
USG Annuity & Life 61247 $12.57 $9.28 $ 6.56 $12.57 $9.28 $6.56
Figums represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998
Formerly Western National LIC
Exceeds maximum guarantee period allowed by IRS.
Exceeds maximum guarantee period allowed by IRS.
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Table 17. Single Life Annuities — Female Age 80

Non-Qualified Funds Qualified Funds

Reporting Companies Life 10yr 20yr Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only c&c’ c&cC’
American General Ann IC' 70432 $10.46 $ 8.68 $6.40 $10.46 $ 8.68 $6.40
American Heritage 60534 $11.30 $9.33 $6.90 $11.30 $9.33 $6.90
American Lite & Casualty 60682 $9.28 $8.10 $6.15 $9.28 $8.10 $6.15
Berkshire Life 61433 $10.67 $9.19 $6.99 - - -
Canada Lite 80659 $10.45 $ 8.80 $6.59 $10.45 $ 8.80 $6.59
Charter National LIC 62808 $9.82 $7.81 $5.89 $9.82 $7.81 $5.89
Columbia Universal 77720 $10.61 $8.76 $6.31 $10.61 $8.76 $6.31
Commercial Union LIC 62898 $10.58 $£8.75 $6.59 $10.58 $£8.75 $6.59
Continental Assurance Co. 62413 $10.43 $8.82 $6.77 $10.46 $8.84 $6.79
Fidelity & Guaranty LIC 63274 $10.56 $8.84 $6.61 $11.46 $9.11 $ 6.63
Golden Rule 62286 $10.10 $ 8.46 $6.29 $10.10 $ 8.46 $6.29
Jackson National LIC 65056 $10.66 $8.81 $6.57 $11.28 $8.98 $6.57
Jetterson Pilot LIC 67865 $10.09 $ 8.66 $6.29 $10.09 $ 8.66 $6.29
Keyport Life 65234 $10.76 $£9.13 $6.87 $11.43 $9.34 $6.88
Lincoln Benefit Litfe Co. 65595 $9.07 $8.91 $6.93 $9.07 $8.91 $6.93
London Pacific 68934 $10.11 $8.83 $7.09 $10.11 $ 8.83 $7.09
Manufacturers LIC 65838 $10.18 $ 8.58 $6.54 $10.18 $ 8.58 $6.54
National Guardian LIC 66583 $11.76 $9.16 $6.55 $11.76 $9.16 $6.55
New York Life 66915 $10.09 $8.57 $6.44 $10.09 $8.57 $6.44
Ohio National 89206 $10.55 $8.71 $6.51 $10.55 $8.71 $6.51
Penn Mutual 67644 $10.21 $9.01 - $10.96 - -
Presidential LIC 68039 $10.94 $9.13 $6.95 $10.94 $9.13 $6.95
Principal Mutual LIC 61271 $9.60 $8.16 $6.22 $9.63 $8.19 $6.24
Providentmutual L&A 70750 $8.87 $6.96 $£5.42 $8.87 $6.96 $5.42

| Providian Life & Health 66605 $10.45 $8.82 $6.74 - - -
SAFECO LIC 68608 $10.23 $ 8.66 - $10.23 $ 8.66 -
Security Benefit LIC 68675 $10.17 $8.70 $6.70 $10.17 $8.70 $6.70
Security Mutual/NY 68772 $11.63 $9.80 $6.35 $11.90 $8.99 $6.35
Southwestern Life 91391 $9.51 $8.11 $6.17 - - -
Standard Insurance 69019 $10.38 $ 8.64 $6.71 $10.38 $8.64 $6.71
Trustmark Ins. Co. 62863 $11.13 $9.19 $6.76 $11.13 $9.19 $6.76
United of Omaha LIC 69868 $10.85 $8.97 $6.67 $10.85 $ 8.97 -
USG Annuity & Life 61247 $10.88 $ 8.88 $6.54 $10.88 $ 8.88 $6.54
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998

‘Formerly Western National LIC
Exceeds maximum guarantee period allowed by IRS.
Exceeds maximum guarantee period allowed by IRS.

Buy your annuities direct from the SOURCE. Call 800-872-6684 + 43
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Table 18. Single Life Annuities — Male Age 85

Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yt Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C’ c&C’
American General Ann IC' 70432 $14.95 $9.63 $6.43 $14.95 $9.63 $6.43
American Life & Casualty 60682 $12.41 $9.12 - $12.41 $£9.12 -
Berkshire LIC 61433 $15.12 $10.19 $7.02 - - -
Charter National LIC 62808 $14.47 $£9.10 $5.97 $14.47 $9.10 $5.97
Columbia Universal Life 77720 $15.44 $£9.78 - $15.44 $9.78 -
Commercial Union LIC 62898 $15.01 $9.62 $£6.62 $15.01 $£9.62 $6.62
Continental Assurance Co. 62413 $15.72 $9.89 $6.82 $15.15 $9.65 $6.83
Fidelity & Guaranty LIC 63274 $15.82 $£9.92 - $14.60 $9.77 -
Jetterson Pilot LIC 67865 $14.56 $9.79 $6.50 $14.56 $9.79 $6.50
Lincoln Benefit Lite Co. 65595 $11.29 $10.04 $7.03 $11.29 $10.04 $7.03
London Pacific 68934 $14.23 $10.02 $7.18 $14.23 $10.02 $7.18
Manutacturers LIC 65838 $15.68 $9.75 $6.61 $ 15.68 - -
National Guardian LIC 66583 $17.49 $9.94 $6.57 $17.49 $9.94 $6.57
New York Lite 66915 $15.02 $£9.81 $6.51 $15.02 $9.81 $6.51
Ohio National 89206 $15.50 $£9.73 $6.56 $15.50 $£9.73 $6.56
Penn Mutual 67644 $14.73 $9.94 - $16.74 - -
Presidential LIC 68039 $15.41 $10.04 $6.99 $15.41 $10.04 $6.99
Principal Mutual LIC 61271 $14.94 $9.62 $6.33 $14.98 $9.65 $6.35
Providentmutual L&A 70750 $12.01 $7.45 $542 $12.01 $7.45 $5.42
SAFECO LIC 68608 $12.75 £9.38 - $12.75 $9.38 -
Security Benetit LIC 68675 $14.69 $9.84 $6.75 $14.69 $9.84 $£6.75
Security Mutual/NY 68772 $16.75 $9.77 $6.36 $18.05 $9.74 $6.36
Southwestern Life 91391 $13.97 $9.25 $6.23 - - -
Standard Insurance 69019 $14.16 $9.48 $6.75 $14.16 $£9.48 $£6.75
United of Omaha LIC 69868 $15.49 £9.91 $£6.70 $15.49 - -
USG Annuity & Life 61247 $15.36 $£9.80 $6.58 $15.36 $9.80 $6.58
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998
Eiﬁ:éﬂiffﬁ&iﬂ?ﬁiﬁfemd allowed by IRS.
*Exceeds maximum guarantee period allowed by IRS.
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Table 19. Single Life Annuities — Female Age 85

Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yt Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only c&C’ c&C’
American General Ann IC' 70432 $13.30 $9.43 $6.43 $13.30 $9.43 $6.43
American Lite & Casualty 60682 $11.23 $ 8.84 - $11.23 $ 8.84 -
Berkshire LIC 61433 $13.11 $9.94 $7.02 - - -
Charter National LIC 62808 $12.78 $8.75 $5.96 $12.78 $8.75 $5.96
Columbia Universal Life 77720 $ 13.67 $9.57 - $13.67 $9.57 -
Commercial Union LIC 62898 $13.37 $9.43 $6.62 $13.37 $9.43 $6.62
Continental Assurance Co. 62413 $13.22 $9.63 $6.81 $13.25 $9.65 $6.83
Fidelity & Guaranty LIC 63274 $13.34 $9.55 - $14.60 $9.77 -
Jefterson Pilot LIC 67865 $12.67 $9.48 $6.41 $12.67 $9.48 $641
Lincoln Benefit Lite Co. 65595 $10.60 $9.78 $7.02 $10.60 $9.78 $7.02
London Pacific 68934 $12.51 $9.66 $7.16 $12.51 $9.66 $7.16
Manutacturers LIC 65838 $15.20 $9.78 $6.57 $15.20 $9.78 $6.57
National Guardian LIC 66583 $15.20 $9.78 $6.57 $15.20 $9.78 $6.57
New York Life 66915 $12.97 $9.47 $6.50 $12.97 $9.47 $6.50
Ohio National 89206 $13.58 $9.50 $6.55 $13.58 $9.50 $6.55
Penn Mutual 67644 $12.27 $9.74 - $13.35 - -
Presidential LIC 68039 $13.86 $9.85 $6.98 $13.86 $9.85 £ 6.98
Principal Mutual LIC 61271 $12.08 $£8.97 $6.29 $12.12 $8.99 $6.31
Providentmutual L&A 70750 $10.22 $7.22 $5.42 $10.22 $7.22 $5.42
SAFECO LIC 68608 $12.75 $9.38 - $12.75 $938 -
Security Benefit LIC 68675 $12.88 $9.56 $6.75 $12.88 $9.56 $6.75
Security Mutual/NY 68772 $15.35 $9.59 $6.36 $15.08 $9.56 $6.36
Southwestern Life 91391 $12.15 $8.97 $6.22 - - -
Standard Insurance 69019 $13.21 $9.40 $6.75 $13.21 $9.40 $6.75
United of Omaha LIC 69868 $13.78 $9.71 $6.70 $13.78 - -
USG Annuity & Life 61247 $13.65 $9.60 $6.57 $13.65 $9.60 $6.57
Figures represent monthly income per $1000 assuming $100,000 deposit. ~Survey period: May 15, 1998
Formerly Western National LIC
Exceets vt psrnespotodslowed by 183

Buy your annuities direct from the SOURCE. Call 800-872-6684 <+ 45
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Table 20. Single Life Annuities — Male Age 90

Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yr Lite 10yr2 2Oyr3
(NAIC ID Number) Only C&C C&C Only C&C C&C
American General Ann IC' 70432 $18.87 $9.98 $6.43 $18.87 $9.98 $6.43
American Lite & Casualty 60682 $14.70 $9.59 - $14.70 $9.59 -
Charter National LIC 62808 $18.58 $9.68 $5.97 $18.58 $9.68 $597
Continental Assurance Co. 62413 $19.41 $10.30 $6.82 $19.45 $10.33 $6.83
Fidelity & Guaranty LIC 63274 $21.60 $10.19 - $19.40 $10.12 -
Lincoln Benefit Lite Co. 65595 $11.29 $10.04 $7.03 $11.29 $10.04 $ 7.03
Manutacturers LIC 65838 $20.26 $10.09 $6.62 $20.26 - -
National Guardian LIC 66583 $22.43 $10.14 $6.57 $22.43 $10.14 $6.57
New York LIC 66915 $19.48 $10.24 $6.52 $19.48 $10.24 $6.52
Providentmutual L&A 70750 $14.08 $7.71 $5.42 $£14.08 $7.71 $5.42
Security Benetit LIC 68675 $18.81 $10.29 $6.76 $18.81 $10.29 $6.76
Southwestern Life 91391 $18.05 $9.69 $6.23 - - -
Standard Insurance 69019 $18.05 $9.90 $6.76 $18.05 $£9.90 $£6.76
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998
Formerly Western National LIC
*Exceeds maximum guarantee period allowed by IRS.
Exceeds maximum guarantee period allowed by IRS.
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Immediate Annuities Update

Table 21. Single Life Annuities — Female Age 90

Non-Qualified Funds Qualified Funds

Reporting Companies Life 10yr 20yr Life 10yr. 20yt
(NAIC ID Number) Only C&C C&C Only C&C C&C
American General Ann IC' 70432 $17.36 $9.89 $6.43 $17.36 $9.89 $6.43
American Lite & Casualty 60682 $13.64 $9.41 - $13.64 $9.41 -
Charter National LIC 62808 §17.00 | $£9.49 $5.97 $17.00 $9.49 $£5.97
Commercial Union LIC 62898

Continental Assurance Co. 62413 $17.51 $10.20 $6.82 $17.55 $10.22 $6.83
Fidelity & Guaranty LIC 63274 $17.08 $£9.97 - $19.40 $10.12 -
Lincoln Benefit Life Co. 65595 $10.60 $9.78 $7.02 $10.60 $9.78 $7.02
Manufacturers LIC 65838 $16.92 $9.86 $6.62 $16.92 - -
National Guardian LIC 66583 $20.41 $10.09 $6.57 $20.41 $10.09 $6.57
New York LIC 66915 $17.31 $10.07 $6.52 $17.31 $10.07 $6.52
Providentmutual L&A 70750 $12.01 $7.45 $5.42 $12.01 $7.45 $5.42
Security Benetit LIC 68675 $16.97 $10.17 $6.76 $16.97 $10.17 $£6.76
Southwestern Life 91391 $16.18 $9.57 $6.23 - - -
Standard Insurance 69019 $17.39 $9.86 $6.76 $17.39 $9.86 $6.76
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998

'F ormerly Western National LIC
*Exceeds maximum guarantee period allowed by IRS.

Exceeds maximum guarantee period allowed by IRS.

Buy your annuities direct from the SOURCE. Call 800-872-6684 ¢ 47




Immediate Annuities Update

Table 22. Joint & Survivor Annuities — Male age 60, Female Age 57

Non-Qualified Funds Qualified Funds
50% J&S 50% J&S 50% J&S 50% J&S 100%
reducing on | reducing on | 100% J&S | reducing on | reducing on J&S

Reporting Companies either primary’s non- either primary’s non-
(NAIC ID Number) death death reducing death death reducing
American General Ann IC' 70432 $5.99 - $5.26 $5.99 - $5.26
American Heritage Life 60534 $6.51 $6.29 $5.72 $ 6.51 $6.29 $5.72
American Life & Casualty 60682 $5.70 - $4.93 $5.70 - $4.93
Berkshire LIC 61433 $6.62 - $5.91 - - -
Canada Life Assurance 80659 $6.09 $5.89 $5.37 $6.09 $5.89 $5.37
Charter National LIC 61802 - $4.86 $4.42 - $4.86 $4.42
Columbia Universal 72720 - $5.60 $5.10 - $5.60 $s5.10
Commercial Union LIC 62898 $6.28 $6.08 §5.57 $6.28 $ 6.08 $5.57
Continental Assurance Co. 62413 $6.34 $6.16 $5.67 $6.36 $6.17 $5.68
Fidelity & Guaranty Life 63274 $6.24 $6.05 $5.48 $6.26 $5.94 $5.54
Golden Rule 62286 $5.78 - $£5.13 $£5.78 - $5.13
Jackson National Lite 65056 $6.21 $6.00 $5.46 $6.17 $ 5.87 $£5.48
Jetferson Pilot LIC 67865 $6.05 $5.77 $5.34 $6.05 $5.77 $5.34
Keyport Lite 64602 $6.47 - $5.75 $6.48 - $5.79
Lincoln Benetit Life Co. 65595 $6.16 $5.95 $£5.45 $6.16 $5.95 $5.45
Manufacturers LIC 65838 $5.98 $5.79 $5.21 $5.98 $5.79 $5.21
National Guardian LIC 66583 - - $5.65 - - §5.65
New York Life 66915 $5.53 - $5.01 $5.53 - $s5.0t
Ohio National 89206 $£5.58 - $4.96 $5.58 - $4.96
Penn Ins. & Annuity Co. 93262 $6.50 $6.28 $5.71 $6.61 $6.42 $5.76
Penn Mutual 67644 $6.50 $6.28 $5.71 $ 6.61 $6.42 $5.76
Presidential LIC 68039 $6.48 $6.32 $£5.83 $6.48 $6.32 $5.83
Principal Mutual LIC 61271 $5.88 $5.69 $5.17 $£5.90 $5.71 $5.19
Providentmutual L&A 70750 $£5.93 - $4.63 - - $4.63
Providian Life & Health 66605 $6.43 $6.25 $5.77 - - -
Security Benefit LIC 68675 $6.08 $5.90 $5.41 - $5.90 $5.41
Security Mutual/NY 68772 - $5.98 $5.39 - $6.21 $5.50
Southwestern Life 91391 $5.51 $5.33 $4.86 $5.50 $£5.24 $£4.89
Standard Insurance 69019 $6.19 $5.97 $5.52 $6.19 $5.97 $5.52
United of Omaha LIC 69868 $6.29 §6.08 $5.54 $6.29 $6.08 $5.54
USG Annuity & Life 61247 $6.38 - $5.52 $6.38 - $5.52

lForme:rly Western National LIC

Figures represent monthly income per $1000 assuming $100,000 deposit.  Survey period: May 15, 1998
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Immediate Annuities Update

Table 23. Joint & Survivor Annuities — Male age 65, Female Age 62

Non-Qualified Funds Qualified Funds
50% J&S 50% J&S 50% J&S 50% J&S 100%
reducing on | reducing on | 100% J&S | reducing on | reducing on J&S

Reporting Companies either primary’s non- either primary’s non-
(NAIC ID Number) death death reducing death death reducing
American General Ann IC' 70432 $ 6.60 - $5.63 $ 6.60 - $5.63
American Heritage 60534 $7.15 $6.85 $6.12 $7.15 $6.85 $6.12
American Lite & Casualty 60682 $6.29 - $5.32 $6.29 - $5.32
Berkshire LIC 61433 $7.20 - $6.26 - - -
Canada Lite 80659 $6.70 $6.43 $5.75 $6.70 $6.43 $5.75
Charter National LIC 62808 - $534 $4.77 - $5.34 $4.77
Columbia Universal 77720 - $6.18 $5.47 - $6.18 $5.47
Commercial Union LIC 62898 $6.86 $6.59 $592 $6.86 $6.59 $5.92
Continental Assurance Co. 62413 $ 6.89 $6.64 $5.98 $6.90 $ 6.65 $6.00
Fidelity & Guaranty Life 63274 $6.82 $£6.57 $5.85 $6.84 $6.44 $£5.92
Golden Rule 62286 $6.34 - $5.48 $6.34 - $5.48
Jackson National LIC 65056 $ 6.81 $6.53 $5.84 $£6.76 $637 $5.86
Jetterson Pilot LIC 67865 $6.51 $6.16 $5.61 $6.51 $6.16 $5.61
Keyport Lite 65234 $7.05 - $6.10 $7.06 - $6.16
Lincoln Benefit Life Co. 65595 $6.73 $6.45 $5.79 $6.73 $6.45 $£5.79
Manutacturers LIC 65838 $6.63 $6.34 $5.59 $ 6.63 $6.34 $5.59
National Guardian LIC 66583 - - $6.09 - - $6.09
New York Life 66915 $ 6.06 - $5.38 $6.06 - $5.38
Ohio National 89206 $6.54 - $5.55 $6.54 - $5.55
Penn Ins. & Annuity Co. 93262 $7.10 $6.82 $ 6.08 $£7.32 $7.06 $6.18
Penn Mutual 67644 $7.10 $6.82 $ 6.08 $7.32 $7.06 $6.18
Presidential LIC 68039 $7.11 $6.83 $6.19 $7.11 $6.83 $6.19
Principal Mutual LIC 61271 $6.38 $6.14 $5.47 $6.40 $6.16 $5.49
Providentmutual L&A 70750 $6.48 - $4.97 - - $4.97
Providian Life and Health 66605 §6.97 $6.72 $6.07 - - -
Reliance Standard 68381 $6.87 - $5.83 $6.87 - $5.83
Security Benefit LIC 68675 $6.63 $6.38 $5.73 - $6.38 $5.73
Security Mutual/NY 68772 - $6.55 $£5.81 - $6.91 $5.98
Southwestern Life 91391 $6.04 §5.81 $5.19 $6.04 $5.69 $5.23
Standard Insurance 69019 $6.75 $ 6.46 $5.87 $6.75 $ 6.46 $5.87
United of Omaha 69868 $ 6.91 $6.62 $5.91 $ 6.91 $6.62 §5.91
USG Annuity & Life 61247 $7.06 - $5.93 $7.06 - $5.93

1Formerly Western National Life

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998

Buy your annuities direct from the SOURCE. Call 800-872-6684 <
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Table 24. Joint & Survivor Annuities — Male age 70, Female Age 67

Non-Qualified Funds Qualified Funds
50% J&S 50% J&S 50% J&S 50% J&S 100%
reducing on | reducingon | 100% J&S | reducing on | reducing on J&S

Reporting Companies either primary’s non- either primary’s non-
(NAIC ID Number) death death reducing death death reducing
American General Ann IC' 70432 $ 745 - $6.17 $7.45 - $6.17
American Heritage 60534 $8.06 $7.66 $6.69 $ 8.06 $7.66 $6.69
American Life & Casualty 60682 $6.99 - $5.77 $6.99 - $5.77
Berkshire LIC 61433 § 8.0t - $6.76 - - -
Canada Life 80659 $7.54 $7.18 $6.29 $7.54 $7.18 $6.29
Charter National LIC 62808 - $6.00 $5.26 - $6.00 $5.26
Columbia Universal 77720 - $6.99 $6.04 - $6.99 $6.04
Commercial Union LIC 62898 $ 7.68 $7.31 $6.42 $7.68 $7.31 $6.42
Continental Assurance Co. 62413 $7.66 $7.32 $6.44 $7.68 $7.34 $6.46
Fidelity & Guaranty Life 63274 $7.64 $7.30 $6.38 $ 7.68 $7.16 $6.48
First Colony LIC 63401
Golden Rule 62286 70025 $7.14 - $5.98 $7.14 - $£5.98
Jackson National LIC 65056 8 7.67 $7.29 £6.38 $7.60 $£7.08 $6.40
Jetferson Pilot LIC 67865 §7.46 $7.03 $6.11 $ 7.46 $7.03 $6.11
| Keyport Life 65234 $7.86 - $6.62 $7.88 - $6.69
Lincoln Benefit Life Co. 65595 $7.53 $7.15 $6.29 $7.53 $7.15 $6.29
Manutacturers LIC 65838 $7.49 $7.15 $6.14 $7.49 $7.15 $6.14
National Guardian LIC 66583 - - $6.72 - - $6.72
New York Life 66915 $6.80 - $5.90 $£6.80 - $5.90
Ohto National 89206 $£7.43 - $6.11 $7.43 - $£6.11
Penn Ins. & Annuity Co. 93262 $7.91 $7.53 $6.56 $£8.29 $7.92 $ 6.76‘
Penn Mutual 67644 §7.91 $7.53 $6.56 $£8.29 £7.92 $6.76
Presidential LIC 68039 $£7.93 $755 $6.70 $7.93 $7.55 $6.70
Principal Mutual LIC 61271 $7.13 $6.80 $£5.93 $7.15 $6.83 $5.95
Providentmutual L&A 70750 $7.16 - $5.39 - - $£5.39
Providian Life & Health 66605 $7.74 $7.39 $6.52 - - -
Security Benefit LIC 68675 $7.41 $7.08 $6.21 - $7.08 $6.21
Security Mutual/NY 68772 - $7.37 $6.41 - £7.89 $6.67
Southwestern Life 91391 $6.81 $6.49 $5.66 $6.82 $6.35 $£5.73
Standard Insurance 69019 $7.55 $7.16 $6.36 $7.55 £7.16 $6.36
United of Omaha LIC 69868 $7.77 $7.39 $6.46 $7.77 $7.39 $6.46
USG Annuity & Life 61247 £ 8.00 - $6.50 $8.00 - $£6.50

lFormerly Western National Life

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 15, 1998
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Immediate Annuities Update

Table 25. Joint & Survivor Annuities — Male age 75, Female Age 72

Non-Qualified Funds Qualified Funds
50% J&S | 50% J&S 50% J&S 50% J&S 100%
reducing on | reducing on | 100% J&S | reducing on | reducing on J&S

Reporting Companies either primary’s non- either primary’s non-
(NAIC IDNumber) death death reducing degath death reducing
American General Ann IC' 70432 $ 8.66 - $6.95 § 8.66 - $6.95
American Heritage 60534 $9.36 $£8.79 §£7.51 £9.36 $£8.79 $7.51
American Life & Casualty 60682 $£7.95 - $6.39 $7.95 - $6.39
Canada Lite Assurance 80659 $8.72 $8.23 $7.07 $8.72 $8.23 $7.07
Charter National LIC 62808 - $6.92 $5.94 - $£6.92 $£594
Columbia Universal Life 77720 - $£8.12 $6.89 - $8.12 $6.89
Commercial Union LIC 62898 $8.85 $8.33 $7.15 $8.85 $8.33 $7.15
Continental Assurance Co. 62413 $8.79 $8.30 $7.13 $ 8.81 $8.32 $7.15
Fidelity & Guaranty Life 63274 $8.85 $8.38 $7.16 $8.91 $8.21 $7.29
Golden Rule 62286 $8.27 - $6.71 $8.27 - $6.71
Jackson National LIC 65056 £8.89 $3.36 §7.15 $8.83 §8.11 $£7.19
Jetterson Pilot LIC 67865 $£8.54 $7.97 $£6.78 $8.54 $7.97 £6.78
Keyport Litfe 65234 $9.00 - $7.37 $9.05 - $7.47
Lincoln Benefit Life Co. 65595 $ 8.67 $8.14 $7.01 $ 8.67 $£8.14 $7.01
Manutacturers LIC 65838 $8.70 $8.22 $6.90 $8.70 $8.22 $6.90
National Guardian LIC 66583 - - $7.63 - - $7.63
New York Lite 66915 $7.86 - $ 6.66 $7.86 - $ 6.66
Ohio National 89206 $8.01 - $6.31 $ 8.01 - $6.31
Penn Ins. & Annuity Co. 93262 $9.04 $8.54 $£7.27 $9.69 $9.16 $7.63
Penn Mutual 67644 $9.04 $ 8.54 $7.27 $9.69 $9.16 $7.63
Presidential LIC 68039 $£9.10 $8.58 $7.45 $9.10 $£8.58 $7.45
Principal Mutual LIC 61271 $8.24 $7.78 $6.62 $£8.27 $7.81 $6.64
Providentmutual L&A 70750 $£8.02 - $£5.88 - - $5.88
Providian Life & Health 66605 $8.85 $8.36 $£7.20 - - -
Security Benetit LIC 68675 $8.54 $ 8.06 $6.91 - $ 8.06 $6.91
Security Mutual/NY 68772 - $£8.57 $7.32 - $9.24 $7.67
Southwestern Life 91391 $£7.91 $7.46 $6.35 $7.95 $7.29 $645
Standard Insurance 69019 $£8.70 $8.14 $7.07 $8.70 $£8.14 $7.07
USG Annuity & Life 61247 $9.26 - $7.30 $9.26 - $7.30
United of Omaha 69868 $£9.01 $8.47 §7.25 $£9.01 § 8.47 $7.25

lFormerly Western National Life

Figures represent monthly income per $1000 assuming $100,000 deposit.

Survey period: May 15, 1998

Buy your annuities direct from the SOURCE. Call 800-872-6684 +
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quity index annuities
(‘EIAs’) are generating
widespread interest,

This new kind of annuity com- -
bines the safety of traditional fixed
(‘no risk to principal’) annuities
with potential for higher yields af-
forded by investing in stock index
options. In an EIA, interest earn-
ings are tied to stock market per-
formance even while return of
principal is guaranteed when the
stock market declines.

Guaranteed Interest

As a fixed annuity an EIA offers
a guaranteed non-forfeitable mini-
mum rate of return each year.
These interest rates range from 3%
to 5% and are usually credited to a
portion, typically 90%, of the ini-
tial premium. The benefit of a
minimum return is that even if the
stock market is down for the entire
life of a 5 year EIA, the contract
would still provide about 5% in
total return (that is, 90% of initial
premium plus 5 years times 3% a
year approximately equals 105%).

Index-linked Growth

The glitter of an EIA, however,
isn’t derived from its promise of
guaranteed interest but from the
potential to gain excess earnings
through a link to a stock market
indicator, typically the S&P 500
Index. Why the S&P 500 Index?
Because it represents over 70% of
the U.S. stock market’s equity cap-
italization. The index, however,
does not include reinvested divi-
dends.

When the EIA term ends
(usually after 5 or 7 years), the ac-
count is credited the greater of the
compounded Guaranteed Interest
or the excess earnings attributable
to Index-linked Growth. The latter

Equity Indexed Annuities Update

is usually calculated on 100% of
premium (whereas minimum guar-
anteed account values often are
based on 90% of premium).

How to Compare ElAs

The biggest difficulty in compar-
ing EIAs stems from the myriad
ways companies credit interest
earnings and index-linked returns.
There are differences in how index
calculation are made, how gains
are counted, and in related features
and benefits. It seems that no two
EIAs are designed alike.

Nevertheless, a few generalities
do exist. All EIAs invest the ma-
jority of their premium dollars in
bonds and government securities.
The rest is used to purchase call
options and employ various hedg-
ing strategies on the underlying
S&P index. Variations in these
strategies determine how compet-
ing EIAs are structured. To further
protect themselves from losses in
their option strategies, companies
also impose “caps,” “participation
rates,” and averaging methods.
These limit the gains a company is
required to pass through to its EIA
account holders.

Caps

A “cap” is the maximum return
which is credited for any period
regardless of the underlying S&P
500 Index performance. Thus, if
the stock market returns 30% in a
particular year but the annuity has
a cap of 14%, the maximum
amount credited to the EIA for that
year is 14%. (This assumes a
100% participation rate, ex-
plained below.) Caps are gener-
ally employed in EIAs which use
the Annual Reset method for cal-
culating earnings (see Section #2
below).

Participation Rates

“Participation rate” refers to
what net percent of the gross in-
crease in the S&P 500 Index is
credited to the EIA. For example,
if the S&P 500’s gross increase
was 35% for the period and the
EIA participation rate is 85%, then
the net interest credited to the EIA
for that period will be 29.7% (35%
times .85). Participation rates vary
from 75% to 110%. Some insurers
guarantee the participation rate for
only one year at a time, others
guarantee it for the entire term of
five to ten years.

Comparing participation rates
alone is not a sufficient measure
for choosing which EIA to pur-
chase. An 85% participation rate
in one EIA can produce greater net
returns than a 110% participation
rate in another, and vice versa.
Yield Spread

Another feature which limits re-
turns is called a “yield spread.”
This is a fee (usually from 3.00%
to 4.50%) which is deducted from
the actual increase in the S&P in-
dex. Such contracts often have a
100% participation rate. However,
the effect could be the same as
having a lower participation rate
and no yield offset.

Three main types of index annu-
ities and how they calculate earn-
ings

There are three basic methods by
which EIAs calculate their index-
linked returns. These are the: (1)
point-to-point method; (2) annual
reset method; and (3) high point
(look back) method, sometimes
called, high-water mark method.
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1. Long Term Point-to-Point
Methods

These are perhaps the easiest
crediting methods to understand.
As the name implies, there are
usually only two days in this index
calculation method: the starting
point day and the ending point
day. The gain is simply the differ-
ence between the index level when
the EIA is issued and the level it
reaches at the end of the term. For
example, if the S&P Index was
400 on the date of issue and 700
on the final day in the measuring
period (say, 5 or 7 years later), the
gross return would be 75%.
(Subtract 400 from 700, then di-
vide the 300 gain by 400, to arrive
at 75%.) That number would be
multiplied by the participation rate
to determine the index gain. If the
participation rate is less than
100%, net credited interest will be
less than 75%.

In this version of the point-to-
point method, if on the last day,
the index value was below the
starting point value, the earnings
would be zero and the guaranteed
interest value for the term would
be paid. That would be true even if
the market had traded significantly
higher anytime during the prior 5
or 7 year term. To get around this
problem, some EIAs combine each
weekly or monthly index value
over the course of the last contract
year to arrive at an ‘average’ end-
ing point value for determining
gains (see Averaging below).
However, if during most of the
contract’s final year the S&P
traded below the starting point
value, then even averaging won’t
keep the gain from being measured
a zero.

2. Annual Reset (Annual Point-
to-Point) Methods

In each year that the S&P 500
Index goes up, this EIA locks in a
gain which can never be lost dur-
ing a later market downturn. The
‘starting point’ index value is reset
at the beginning of each year for
gain recognition. And if the mar-
ket goes down, the negative index
movement for that year is treated
as a zero gain (and no premium
dollars are ever lost). These meth-
ods recognize gains by the year
and combine them for a 5- or 7-
year total.

The annual reset method counts
gains even if the market is recover-
ing from previous declines. For
example, if the stock market regis-
ters a loss at the end of the first
year, no index increase is credited
(for that year, neither will there be
any loss in account value.) Be-
cause the starting point for the sec-
ond year is now reset at the new
lower first-year end-point value,
any recovery from that lower level
will be credited as gain in future
years.

In this method, each year’s S&P
Index gain is treated much like a
traditional fixed annuity’s interest
is treated—it is credited annually
and carnings are accumulated on a
compounded basis. Most annual
reset EIAs, however, feature a cap
(usually from 12% to 15%) which
limits the annual gain which may
be credited to an account in any
one year.

3. High Point Look Back (High-
Water Anniversary Mark) Meth-
ods

Here, the gain is the difference
between the highest point an index
reached (usually measured on each
of the policy’s 5 or 7 anniversary
dates) and the starting point, which

is the index value on the date the
EIA was issued. (The starting
point is not reset each year.) These
methods lock in the highest S&P
Index level attained on the mea-
surement dates by ‘looking back’
over the term. They credit gains
based on the highest water-mark
anniversary value and the partici-
pation rate, if applicable.

High point EIAs typically fea-
ture participation rates of about
70%, but not caps. Because the
high-point return may only be cal-
culated once during the term, there
may not be compounding of inter-
est.

Market Volatility and Averaging
Returns

Calculating returns by
‘averaging’ can be an effective
way to reduce the risk of market
volatility. Averaging will smooth
out the peaks and troughs in the
performing index. For example, a
high point averaging EIA will sum
the highest index values in each of
its 7 years and then divide that
sum by 7 to arrive at a final
(‘averaged’) high point value. This
averaged gain is considered the
total return in the contract.

Averaging may dampen S&P
gains over time. Consider that if
the stock market gained 1% per
month for a year, the total com-
pound gain would be 12.67% at
the end of the year. (An 80% par-
ticipation rate would still provide a
return above 10%.) But, if a
monthly averaged return was em-
ployed, the annual increase would
only be 6.75%! Policies which
apply averaging often show lower
overall gains than either the annual
reset or high-water mark EIAs.

An averaging EIA is more likely
to achieve a consistent rate of re-
turn with a somewhat higher de-
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gree of probability than an unaver-
aged contract. Conversely, the
non-averaged high point and long
term point-to-point methods offer
a greater opportunity to high re-
turns —provided, of course, that
the stock market continues its up-
ward trend.

Market Volatility and Annual
Reset EIAs

The unaveraged annual-reset
EIA may offer the best protection
against market volatility with the
best chance at overall profits.
That’s because the starting point is
reset every year, providing multi-
ple index ‘entry’ points. By con-
trast, the long-term point-to-point
and the high-water mark anniver-
sary look-back methods use a total
return approach that has only one
start point established at the time
of contract issue. Consequently,
with these methods choosing the
‘best’ time to start the annuity is
more important. In all cases, an
EIA’s cap and participation rate
will greatly influence its net re-
sults.

Which EIA Method Performs
Best?

Ignoring the significant effects
of caps, participation rates, and
averaging, it may generally be
hypothesized that the High Point
(High Water Mark) Look Back
and Point-to-Point methods
should outperform the capped An-
nual Reset methods if the stock
market moves in a steady uptrend
during the term in question. By
contrast, the Annual Reset meth-
ods should excel during long peri-
ods of choppy or trendless market
activity.

Liquidity

Although specific details vary, a
few EIAs offer liquidity similar to
traditional fixed deferred annuities.
There is a provision for an annual
withdrawal of 10% (of account
value) free of surrender fees.

Contracts with higher participa-
tion rates, however, may limit an-
nual penalty-free withdrawals only
to the minimum guaranteed value
of the policy (not permitting ac-
cess to any of the earnings or
growth during the term of the con-
tract).

Other EIAs employ a vesting
schedule to provide limited access
to a portion of interest earnings.

In general, EIAs are not de-
signed for maximum liquidity dur-
ing the accumulation phase. With-
drawals may have an adverse ef-
fect on the crediting of interest.
Some contracts forfeit any earn-
ings that otherwise would have
been attributable to the with-drawn
funds. For example, if funds are
withdrawn during the 4th policy
year and earnings are credited only
at the end of the complete term, no
earnings will be attributed to the
withdrawn funds even though the
money was in the contract for 4
years. Some companies mislead-
ingly advertise “no traditional sur-
render charge” or “100% access to
your money.” But in that case the
only gain is the minimum guaran-
teed non-forfeiture value, which
may be from 3% to 5% a year
credited on 90% or 100% of the
principal. A small gain, indeed.

Conclusion

Equity Index Annuities are gen-
erating a wave of interest because
they combine features of tradi-

tional fixed deferred annuities and
variable annuities. Their appeal is
that growth is tied to the stock
market’s performance while guar-
anteeing return of principal even if
the market declines.

Because of the great variety in
how returns are calculated, it is
more important to understand how
all the elements of a particular
EIA contract collectively affect
the potential for achieving gains
rather than to simply compare the
individual features of competing
ElAs.

Some of the limitations of EIAs
are restrictions to growth imposed
by caps, participation rates and
harsh crediting methods. Keep in
mind that surrender charges also
apply, and full liquidity is usually
available only in a 30 day window
period when the contract reaches
maturity.

An EIA should not be expected
to return the same as an equity-
based mutual fund or variable an-
nuity during a period of large
stock market gains.

A final cautionary note is that
the S&P index only accounts for
increases or decreases in the price
of stocks in the index; it does not
factor in the value of dividends or’
the compounded reinvestment of
dividends. This is significant be-
cause historically the long-term
returns that are reported for stocks
typically include amounts at-
tributable to dividend reinvest-
ment. As a result, the return
achieved by an equity index annu-
ity that is based on the S&P index
could be substantially less than the
return obtained by making a direct
investment in the stocks that make
up the index.
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Life & Health Guaranty Associations

Most states have guaranty funds to help pay
the claims of financially impaired insurance
companies. State laws specify the lines of
insurance covered by these funds and the dol-
lar limits payable. Coverage is usually for
individual policyholders and their beneficia-
ries and not for values held in unallocated

group contracts. Most states also restrict insur-
ance agents and companies from advertising the
funds’ availability.

There are many issues, too numerous to describe
here, which determine the type and extent of
coverage available. You are advised to consult
your state insurance department for details about

any policy you consider purchasing. Another
source of information is the National Organi-
zation of Life and Health Insurance Guaranty
Associations (NOLHGA, 13873 Park Center
Road, Suite 329, Herndon, VA 22071). NOL-
HGA provided the information summarized
below:

LIABILITY LIMITS

Insurance
Aggregate Death Cash PV of Commisioners’
State Benefits Benefits Values Annuities Phone Numbers
Alabama $300,000 - $100,000 $100,000 (205) 269-3550
Alaska $300,000 $300,000 $100,000 $100,000 (907) 465-2515
Arizona $300,000 - $100,000 $100,000 (602) 912-8420
Arkansas $300,000 $100,000 $100,000 $100,000 (501) 686-2900
California $250,000 $250,000 $100,000 $100,000 (916) 445-5544
Colorado $300,000 $300,000 $100,000 $100,000 (303) 894-7499
Connecticut $300,000 $300,000 $100,000 $100,000 (203) 297-3802
Delaware $300,000 $300,000 $100,000 $100,000 (302) 739-4251
Dist. of Col. $300,000 $300,000 $100,000 $100,000 (202) 727-8000
Florida $300,000 - $100,000 $100,000 (904) 922-3100
Georgia $300,000 - $100,000 $100,000 (404) 656-2056
Hawaii $300,000 $300,000 $100,000 $100,000 (808) 586-2790
Idaho $300,000 - $100,000 $100,000 (208) 334-2250
Ilinois $300,000 $300,000 $100,000 $100,000 (217) 782-4515
Indiana $300,000 - $100,000 $100,000 (317) 232-2385
Iowa $300,000 - $100,000 $100,000 (515) 281-5705
Kansas $300,000 $300,000 $100,000 $100,000 (913) 296-7801
Kentucky - $300,000 $100,000 $100,000 (502) 564-3630
Louisiana $300,000 $300,000 $100,000 $100,000 (504) 342-5900
Maine $300,000 - $100,000 $100,000 (207) 582-8707
Maryland all contractual obligations (410) 333-6300
Massachusetts $300,000 $300,000 $100,000 $100,000 (617) 521-7794
Michigan $300,000 $300,000 $100,000 $100,000 (517) 373-9273
Minnesota $300,000 $300,000 $100,000 $100,000 (612) 296-6848
Mississippi $300,000 $300,000 $100,000 $100,000 (601) 359-3569
Missouri $300,000 $300,000 $100,000 $100,000 (314) 751-4126
Montana - $300,000 - - (406) 444-2040
Nebraska $300,000 $300,000 $100,000 $100,000 (402) 471-2201
Nevada $300,000 $300,000 $100,000 $100,000 (702) 687-4270
New Hampshire $300,000 - : $100,000 $100,000 (603)271-2261
New Jersey $500,000 $500,000 $100,000 $500,000 (609) 292-5363
New Mexico $300,000 - $100,000 $100,000 (505) 827-4500
New York $500,000 - - - (212) 602-0492
No. Carolina $300,000 - - - (919) 733-7343
North Dakota $300,000 $300,000 $100,000 $100,000 (701) 224-2440
Ohio $300,000 $300,000 $100,000 $100,000 (614) 644-2651
Oklahoma $300,000 $300,000 $100,000 $300,000 (405) 521-2828
Oregon $300,000 $300,000 $100,000 $100,000 (503) 947-7980
Pennsylvania $300,000 $300,000 $100,000 $100,000 (717) 787-5173
Puerto Rico - $300,000 - - (809) 722-8686
Rhode Island $300,000 $300,000 $100,000 $100,000 (401) 277-2223
So. Carolina $300,000 - - - (803) 737-6117
South Dakota $300,000 $300,000 $100,000 $100,000 (605) 773-3563
Tennessee $300,000 $300,000 $100,000 $100,000 (615)741-2241
Texas - $300,000 $100,000 $100,000 (512) 463-6464
Utah $300,000 $300,000 $100,000 $100,000 (801) 530-3800
Vermont $300,000 $300,000 $100,000 $100,000 (802) 828-3301
Virginia $300,000 $300,000 $100,000 $100,000 (804)371-9741
Washington $500,000 $500,000 - $500,000 (206) 753-7301
West Virginia $300,000 $300,000 $100,000 $100,000 (304) 558-3394
Wisconsin $300,000 - - - (608) 266-0102
Wyoming $300,000 $300,000 $100,000 $100,000 (307) 777-7401

Aggregate Benefits — This coverage applies to the aggregate benefits for all lines of insurance.
Death Benefits — Maximum liability with respect to any one life.

Cash Values — Maximum liability for cash or withdrawal value of life insurance.

PV of Annuities — Maximum lability for the present value of an annuity contract.
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Annuities which are invested in an in-
surance company’s General Account are
as secure as the stability of that carrier’s
investment portfolio. Annuities are not
tederally insured (eg., FDIC). They will
probably be covered by the State Guaran-
ty Funds but that may fall short of the
total amount in an account if it holds more
than the fund’s limits of coverage.

One way to tilt the odds in your favor is
by investing with companies which get
high grades from several rating agencies.
These rating opinions are based on factors
such as ability to pay claims, quality of
investments, and ability to withstand
economic downturns. The five rating
services presented here are A.M. Best’s,
Standard & Poor’s, Moody’s, Duff &
Phelps, and Weiss Research. Agencies’
assessments of the same company may
differ.  Analysts may disagree, for
instance, about how much is too much
when it comes to junk bonds, bad
mortgages or foreclosed real estate.

Insurance Company Ratings

Keep in mind, too, that most insurance
companies farm out some of the risk of
their policies to other companies through
reinsurance agreements. This is
especially true for smaller companies
(with assets less than $1 Billion), where
reinsurance ceded can be as high as 60%
to 80%. When this is the case, a
company’s rating may not be wvalid.
However, for larger companies, rein-
surance only averages about 4% of assets.
You may also call or write to your state’s
department of insurance for information
on the solvency of an insurer doing busi-
ness in your state.

ALPHABETICAL RATINGS

The five rating agencies assign alphabeti-
cal grades (such as AAA thru F) to the
insurance companies they rate. These
alphabetical ratings may be confusing
when making comparisons. For instance,
a company rated “C” by Weiss has merely
received an “average” grade. But a “C”

from S&P indicates the company is very
close to liquidation. In the case of Weiss,
an “A+” is the highest rating and assigned
to only a few companies. For A.M. Best,
an “A+” represents their second highest
grade, which was assigned to more than
200 of the companies Best rates. For S&P
and Duff & Phelps, an “A+” is the Sth
rank from the top and therefore denotes a
much weaker standing than it does for
either Weiss or Best.

NUMERICAL RANKINGS

To level the alphabetical rating field we
include a NUMERICAL RANK in
brackets next to each letter grade. Now
you can easily judge the value of an
alphabetical grade by its position in that
agency’s DISTRIBUTION OF RATINGS.
This numerical ranking will help you to
recognize that the same letter grade may
carry very different relative value with the
different rating agencies.

Distribution of Ratings

A.M.Best S&P Moody’s Duff &Phelps Weiss Ratings
# Co. #Co. # Co. # Co. # Co.
Rank  Grade 881 Rank  Grade 256 | Rank  Grade 106 | Rank  Grade 170 |Rank Grade 1774

1 A+t 51 1 AAA 40 1 Aaa 1 AAA 59 1 A+ 11
2 A+ 147 2 AA+ 47 2 Aal 2 AA+ 28 2 A i5
3 A 232 3 AA 83 3 Aa2 36 3 AA 56 3 A- 38
4 A- 168 4 AA- 59 4 Aa3 47 4 AA- 31 4 B+ 58
5 B++ 94 s A+ 37 5 Al 34 5 A+ 26 5 B 193
6 B+ 116 6 A 32 6 A2 12 6 A 7 6 B- 128
7 B 54 7 A- 10 7 A3 11 7 A- 5 7 C+ 125
8 B- 22 8 BBB+ 6 8 Baal , 8 BBB+ 1 8 C 233
9 C++ 10 9 BBB 1 9 Baa2 9 BBB na 9 C- 115
10 C+ 7 10 BBB- 2 10 Baa3 10 BBB- na 10 D+ 105
11 C 14 11 BB+ na 11 Bal na 11 BB+ na 11 D 141
12 C- na 12 BB na 12 Ba2 1 12 BB na 12 D- 49
13 D na 13 BB- na 13 Ba3 na 13 BB- na 13 E+ 29
14 E na 14 B+ 1 14 Bl na 14 B+ na 14 E 25
15 F na 15 B na 15 B2 na 5 B na 15 E- na
as of 8/97 16 B- na 16 B3 na 16 B- na 16 F na

17 CcCcC na 17 Caa na 17 CCCc+ na 17 U na

18 R na 18 Ca na 18 CCcC na as of 8/97
as of 8/97 19 C na 19 CCC- na
as of 8/97 as of 8/97
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A.M. Best’s Ratings

A. M. Best Co. is the oldest insurance
rating agency in the world and has been
reporting on the financial condition of
insurance companies since 1899. It has
been assigning an alphabetic rating scale
to insurance companies since 1976.
Best’s evaluates a company’s Relative
Financial Strength and overall perfor-
mance in comparison with others. Best’s
ratings should not be taken as a guarranty
of any insurer’s current or future ability
to meet its contractual obligations. Best’s
charges an insurer $500 for a letter rat-
ing. (Contact A.M. Best Company, Old-
wick, New Jersey 08858.)

A. M. Best's rating is assigned after
evaluating a company’s financial condi-
tion and operating performance both in
qualitative and quantitative terms. Quan-
titative evaluation examines (1) prof-
itability, (2) leverage, (3) liquidity, (4)
reserve adequacy, and (5) reinsurance.
Qualitative evaluation is based on (1)
spread of risk, (2) soundness and ap-
propriates of reinsurance, (3) quality and
diversification of assets, (4) adequacy of
policy reserves, and (5) adequacy of sur-
plus, (6) capital structure, and (7) man-
agement experience. Ratings are re-
viewed both on an annual and a quarterly
basis.

The rating scale uses letter grades
ranging from A++ (Superior), the high-
est, to F (In Liquidation), the lowest.
The letter grade can also have a modifier
that qualifies it. The A++ highest rating
is based on a company's favorable com-
parison of profitability, leverage, and
liquidity with industry norms; favorable
experience from mortality, lapses, and
expenses; quality and diversification of
investment portfolio; strong policy re-
serves and a surplus to risk ratio that is
above that for the average life insurance
company. Also examined are the amount
and soundness of its reinsurance and the
competence and experience of manage-
ment.

The rating categories, including modi-
fiers and “not assigned” designations, are
as follows:

Rating Agencies

Rating Categories
A+t+, A+ Superior
A, A- Excellent
B++, B+ Very Good
B, B- Good
C++,C+ Fair
D Below Minimum Standards
E Under State Supervision
F In Liquidation

Rating Modifiers

Pooled Rating
Reinsured Rating
Parent Rating
Revised Rating
Rating Watch List
Group Rating
Consolidated Rating
Qualified Rating

o wge g x0T

“Not Assigned” Categories

NA-1 Special Data Filing

NA-2 Less than Minimum Size

NA-3 Insufficient Operating
Experience

NA-4 Rating Procedure

Inapplicable

NA-5 Significant Change

NA-6 Reinsured by Unrated
Insurer

NA-8 Incomplete Financial
Information

NA-9 Company Request

NA-11 Rating Suspended

Financial Performance Rating (FPR)

The FPR measures the financial strength of
small (NA-2) or new (NA-3) companies not
eligibie for a Best’s Rating and is based on the
following merical scale.

Secure Ratings

No Rating Opinion
OO RSTTROON Not Assigned

Ratings and reports on individual
companies are available from A.M.
Best. The cost of the report, which in-

cludes the company’s rating, is $20. You
can also receive just the letter rating by
dialing a 900 number. (This is a toll call
at $2.50 per minute.) Call A.M. Best at
(908) 439-2200 for instructions on how
to place the call.

Standard & Poor’s
Ratings

Standard and Poor’s, which began rat-
ing insurance companies in the mid
1980s, assesses a company’s Claims-
Paying Ability—that is, its financial ca-
pacity to meet its insurance obligations.
S&P forms its opinion by examining
industry-specific risk, management fac-
tors, operating performance and capital-
ization. Industry-specific risk addresses
the inherent risk in and diversity of the
insurance business being underwritten.
Management factors include how man-
agement defines its corporate strategy
and the effectiveness of its operations
and financial controls. Operating perfor-
mance focuses on a company’s trend for
current and future earnings. For capital-
ization, S&P looks at the company’s cap-
ital structure, its ability to raise capital,
liquidity, and cash flow.

S&P charges an insurer between
$15,000 and $28,000 to receive a claims-
paying ability rating. (Contact: Standard
and Poor’s, 25 Broadway, New York,
NY 10004.)

S&P’s rating scheme uses a letter
grade scale that ranges from AAA
(highest) to R (lowest), (ie., AAA, AA,
A, BBB, BB, B, CCC, R). The “AAA”
rating, for example, represents a com-
pany’s extremely strong capacity to
honor its obligations and to remain so
over a long period of time. “AAA” com-
panys offer superior financial security
on both an absolute and relative basis.
They possess the highest safety and have
an overwhelming capacity to meet poli-
cyholder obligations.

As a group, the claims-paying ability rat-
ings are divided into two broad classifi-
cations. Rating categories from ‘AAA’ to

Buy your annuities direct from the SOURCE. Call 800-872-6684 «+ 77



Rating Agencies

‘BBB’ are classifed as “secure” and indi-
cate insurers whose financial capacity to
meet policyholder obligations is viewed
on balance as sound. Ratings categories
from ‘BB’ to ‘CCC’ are classified as
“vulnerable” and indicate insurers whose
financial capacity to meet policyholders
obligations is viewed as vulnerable to
adverse economic and underwriting con-
ditions. Plus (+) and minus (-) signs
show relative standing within a category;
they do not suggest likely upgrades or
downgrades. For certain companies, the
S&P rating includes a ‘q’ subscript,
which indicates that the rating is based
solely on quantitative analysis of publicly
available financial data. In the case of
claims-paying ability ratings, this is the
statutory financial data filed with the Na-
tional Association of Insurance Commis-
sioners. Annuity & Life Insurance
Shopper does not include the ‘q’ sub-
script rating.

RATING CATEGORIES

Secure Range:

AAA Superior financial security. Highest

safety.

AA Excellent financial security. Highly
safe.

A Good financial security. More suscepti-

ble to enconomic change than highly
rated companies.

BBB Adequate financial security. More
vulnerable to economic changes than

highly rated companies.

Vuinerable Range:

BB Financial security may be adequate, but
capacity to meet long-term policies is
vulnerable.

B Vulnerable financial security.

CcCC Extremely vulnerable financial security.

Questionable ability to meet obligations
unless favorable conditions prevail.

R Regulatory action. Placed under an
order of rehabilitation and liquidation.

78  July - September 1998

S & P ratings for individual compa-
nies are available at no charge. Finan-
cial reports are $25 each. Write to
Standard & Poor’s Corporation; 25
Broadway; New York, NY 10004. Or
call (212) 208-1527.

Moody’s Ratings

Moody’s Insurance Financial
Strength Ratings are opinions of the
relative strength or weakness of insur-
ance companies. Specifically, they
summarize the likelihood that a com-
pany will be able to meet its senior pol-
icyholder obligations. Moody’s con-
siders both quantitative and qualitative
factors in the following areas: product
lines, industry competitive positions,
markets, distribution systems, organ-
izational structure, earnings trends and
profitability, performance and quality
of mvestments, asset/liability manage-
ment and liquidity, surplus position
relative to risk profile and affiliated
companies. A very important part of
the evaluation is understanding man-
agement’s philosophy and the com-
pany’s strategic direction. The rating,
therefore, involves judgments about
the future and includes assessments on
how management and companies will
respond to worst case scenarios.
Moody’s annual fee for a rating is
$25,000. (Contact: Moody’s Investors
Service, 99 Church Street, New York,
NY 10007.)

Moody’s uses a letter grade scale
that ranges from Aaa (“Exceptional”)
for the highest rating to C (“Lowest”)
for the least favorable rating (ie., Aaa,
Aa, A, Baa, Ba, B, Caa, Ca, C). For
classes Aa to B, Moody’s adds a nu-
merical modifier, from 1 (at high end
of category) to 3 (at the lower end) to
indicate the approximate ranking of a
company in the particular classifica-
tion.

¢ ANNUITY SHOPPER Magazine

Rating Categories

Aaa Exceptional security. Unlikely to be
affected by change.

Aa Excellent security. Lower than Aaa

because long-term risks appear some-

what larger.

A Good Security. Possibly susceptible to

future impairment.

- Baa Adequate security. Certain protective

to future impairment.

Ba Questionable security. Ability to meet

obligations may be moderate.

B Poor security. Assurance of punctual
payment of obligations is small over

the long run.

Caa Very poor security. There may be
elements of danger regarding the pay-
ment of obligations.

Ca Extremely poor security. Companies are
often in default.

C Lowest security. Extremely poor
prospects of offering financial security.

Moody’s provides a range of financial
analysis reports and ratings. For further
information, write to Moody’s Investors
Service; 99 Church Street; New York,
NY 10007, or telephone (212) 553-1658.

Duff & Phelps’ Ratings

Duff & Phelps began rating insurance
carriers in 1986. Its rating emphasizes
analysis of the company’s future ability
to promptly pay its obligations by evalu-
ating the insurer’s long term solvency
and its ability to maintain adequate liq-
uidity. The evaluation involves both
quantitative and qualitative factors.



The quantitative factors focus on prof-
itability, operating leverage, surplus ade-
quacy, asset quality and concentrations
and the adequacy of policy reserves. An
important emphasis is the sensitivity of
the insurance company to volatile busi-
ness cycles, major shifts in interest rates
and the ability of management to deal
within those circumstances.

Duff and Phelps uses a letter grade
scale that ranges from AAA, the highest
rating, to CCC, the lowest rating (i.c.
AAA, AA, A, BBB, BB, B, CCC). The
ratings below AAA may be modified by
the addition of a plus or minus sign to
show relative standing within those
grades.

Rating Categories

AAA Highest claims paying ability. Negligi-
ble risk.

AA+ Very high claims paying ability.

AA Modest risk.

AA-

A+ High claims paying ability.

A Variable risk over time.

A-

BBB+ Below average claims paying

BBB ability.

BBB-

BB+ Uncertain claims paying ability.

BB Protective factors are subject to

BB- change to change with adverse econ-
omy.

CCC Substantial risk regarding claims paying

ability. Likely to be placed under state
insurance department supervision.

Full reports on individual companies
are available for $25. Ratings are pro-
vided free of charge. Write to Duff &
Phelps Credit Rating Company; 55 East
Monroe St.; Chicago, IL 60603; or call
(312) 368-3157.

Rating Agencies

Weiss Ratings

Weiss Ratings, Inc. a recent entrant
in the insurance rating business, began
offering its Weiss Safety Rating in
1990. Weiss analyzes a company's
future ability to pay its claims under
difficult economic conditions when the
potential for liquidity problems is in-
creased. The most important indica-
tors used are risk-adjusted capital ra-
tios, which evaluate a company's expo-
sure to investment, liquidity, and insur-
ance risk in relation to the capital that
the company has to cover those risks
during periods of average and severe
recession.

The Weiss Safety Rating scale
ranges from A to F (see details below).
Weiss’ rating standards are generally
more conservative than those used by
other agencies. For example, the dis-
tribution of 1991 Weiss’ ranking found
only 2.8% of all companies rated
achieved an A grade, 13.6% were rated
in the B class, 37.2% at C, 20.2% at D,
4.5%atE, and 3.1% at F. Whereas
Weiss’ ratings closely followed a bell-
shaped distribution, the ratings by
Best’s, S&P, and Moody’s fell pre-
dominantly in the A and B classifica-
tions alone.

To achieve a top Weiss rating, a
company must be adequately prepared
to withstand the worst-case scenario,
without impairing its current opera-
tions. It must also achieve an accept-
able level in all five components of the
Weiss Safety Rating: equity, invest-
ment safety, profitability, leverage, and
size. A company that has a very weak
investment component but does well in
all other categories would still rate
poorty. This means that companies
rated less than B can remain viable
provided the economic environment
remains relatively stable. A detailed
description of Weiss’ rating scale fol-
lows below. For further information
contact Weiss Research, 4176 Burns
Rd., Palm Beach Gardens, FL 33410;
by telephone (800) 289-9222 or fax
(407) 625-6685.

+-

Excellent. This company offers excellent
financial security. It has maintained a conser-
vative stance in its investment strategies busi-
ness operations and underwriting commit-
ments. While the financial position of any
company is subject to change, we that has the
resources necessary to deal with severe eco-
nomic conditions.

Good. This company offers good financial
security and has the resources to deal with a
variety of adverse economic conditions.
However, in the event of a severe recession or
major financial crisis, we feel that this as-
sessment should be reviewed to make sure
that the firm is still maintaining adequate
financial strength.

Important note: Carriers with a B+ rating are
included in our Recommended List because
they have met almost all of the requirements
for an A rating.

Fair. This company offers fair financial secu-
rity and is currently stable. But during an
economic downturn or other financial pres-
sures, we feel it may encounter difficulties in
maintaining its financial stability.

Weak. This company currently demonstrates
what we consider to be significant weak-
nesses which could negatively impact policy-
holders. In an unfavorable economic environ-
ment, these weaknesses could be magnified.

Very Weak. This company currently demon-
strates what we consider to be significant
weaknesses and has also failed some of the
basic tests that we use to identify fiscal stabil-
ity. Therefore, even in a favorable economic
environment, it is our opinion that policy-
holders could incur significant risks.

Failed. Companies under the supervision of
state insurance commissioners.

Plus is an indication that, with new data, there
is a modest possibility that this company
could be upgraded. Minus is an indication
that, with new data, there is a modest possibil-
ity that this company could be downgraded.
The A+ rating is an exception since no higher
grade exists.

Unrated. This symbol indicates that a com-
pany is unrated for one or more of the follow-
ing reasons: (1) total assets of less than §$1
million, (2) premium income for the current
year less than $100 thousand, or (3) the com-
pany functions almost exclusively as a hold-
ing company rather than as an underwriter.
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