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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 to 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 on the internet at
www.annuityshopper.com.

Hersh L. Stern
Publisher

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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Choosing the Right IRA or 401(k) Payout

If you are approaching age 70% and
you have money in an individual retire-
ment account (IRA) or qualified retire-
ment plan such as a 401(k), you have a
big decision ahead of you—how to
withdraw your money.

It’s an important decision, because
once you pass a certain dead-
line—April 1 after you turn
701/2—you can’t change
your mind about the payout
method you select. It will
determine the minimum
amount you must withdraw
from your account each year,
which in turn will atfect your
taxes. Disbursements from
IRAs and qualified retire-
ment plans are fully taxable
at your regular income tax
rate (except when distribu-
tions represent nondeductible
contributions). Your decision
will also determine how
much money—if any—will
be left in your account for
your heirs.

It you neglect to take out
the required minimum each year, you
will pay a hefty tax penalty—half the
amount you failed to withdraw. Of
course, you are always tree to withdraw
more than the minimum amount each
year. But if you don’t need to tap into
those tax-deferred funds just yet, here’s
an explanation of how to stretch out
your retirement plan distributions.

The Clock Starts at 70"

You must begin taking annual with-
drawals from your IRA and qualified
retirement plans by April 1 following
the year you turn 701/2. (You can delay
distributions from your 401(k)—but not
your IRA—until you retire unless you
own 5% or more of a business.) To
determine your required minimum dis-
tribution, divide the balance of your
account at the end of the previous year
by your life expectancy or the joint-life
expectancy of you and your designated
beneficiary. By choosing a joint life
expectancy, you can stretch out distribu-
tions over a longer period.

You have three choices in deciding
how to calculate your minimum pay-
outs: the recalculation method, which
allows you to draw out the least
amount of money each year and guar-
antees that your payments will last all
your life; the term certain method,

which is the easiest to calculate, but
you risk outliving your money; and
the hybrid method, which combines
the two previous methods and, ac-
cording to experts, can offer the best
of both worlds.

Recalculation Method

This method, which is only avail-
able if your beneficiary is your

spouse, recalculates your life ex-
pectancy each year. It assumes the
longest life expectancy and therefore the
smallest annual distributions. However,
there is one major disadvantage: If your
spouse should die before you do, his or
her life expectancy would cease, and the
next year you would have to
revert to a single-life-
expectancy calculation. That
means you would have to
withdraw larger amounts
each year than you originally
intended and pay taxes on
those bigger withdrawals.

Term Certain Method

This method assumes that
your life expectancy—or the
joint life expectancy of you
and your beneficiary—is
fixed at the time you turn
70% and will decline by one
year during each subsequent
year. It results in the largest
minimum distribution of the
three methods.

For example, at age 70, the IRS life
expectancy table assumes you have 16
years to live, and you would divide your
initial account balance by 16. In subse-
quent years, you would divide the bal-
ance by 15, and then 14 and so on until
the account is exhausted after 16 years.

It you are 70 and choose a joint-life-
expectancy calculation for you and your

(Continued on page 8)

Life Expectancies for IRA or 401(k) Payouts

)4
Assumes $1 million in account, earning 7% a year. Initial withdrawal
begins at age 70, and you choose joint-life expectancy with a spouse who

is two years younger.

AGES OF TERM CERTAIN RECALCULATION HYBRID

INVESTOR/ LIFE MINIMUM UFE MINIMUM LFE MINIMUM
SPOUSE ~  EXPECTANCY WITHDRAWAL  EXPECTANCY WITHDRAWAL _ EXPECTANCY WITHDRAWAL
70/68 215 $46,512 215 $46,512 21.5 “_$46,512
7472 ...A7.5 58250 182 36157 17.3 ...38,867
78/76 .. 13.5 ...77,703 . 150 71,138 135 77581
82/80 . ...95..104323 122 86695 .28 101,322
86/84 5.5 141904 9.7 100,583 6.7 121,182

SOURCE: BankBoston
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Retirement & Pension Issues
Naming an IRA Beneficiary

68-year-old spouse, you divide the first
year’s balance by 21.5 years, reducing
your joint-life expectancy by one year
each succeeding year until all the money
is gone.

The advantage ot this method is if
your beneticiary dies before you do,
you can continue to take distributions
on a joint-life basis. It is often used for
non-spouse beneficiaries and is also a
good choice for married couples where
one spouse is significantly younger.

The disadvantage of the term certain
method is if you live longer than life-
expectancy tables indicate, you can run
out of money.

Hybrid Method

This payout strategy allows you to use
a combination of the other two methods:
the recalculation method for the account
owner and the term certain method for
your beneficiary. You can stretch out
withdrawals longer than with the term
certain method. But if your beneficiary
dies first, you can continue to use the
joint-life-expectancy factor so you don’t
have to accelerate your minimum with-
drawals. While this method has always
been allowed, it has only recently be-
come more available as new software
makes the complicated calculations eas-
ier for institutions that manage retire-
ment plans.

Obviously, these are important issues
that require careful thought and expert
advice. Ask your financial or tax ad-
viser which method best suits your situ-
ation. And then take steps to implement
your preference by sending a letter to
the institution that manages your IRA or
qualified retirement plan—otherwise
you are automatically locked into a de-
fault payout option determined by the
bank or brokerage firm handling your
account. Once you pass the April 1
deadline atter you turn 70%, you can
name a new beneficiary, but your pay-
out decision is irrevocable.

Reprinted from Kiplinger's Retirement Report, July 1998.
Kiplinger's Washington Editors, Inc. Subscriptions: 800-
544-0155, $59.95/yr.

When choosing a beneficiary for
your Individual Retirement Account
(IRA), whom you select will dictate
how the inherited funds will be taxed
and distributed. That decision also
determines how much money you
must withdraw from your IRA each
year once you turn 70%. Your re-
quired minimum distribution is based
on either your life expectancy or the
Joint life expectancy of you and your
beneficiary.

For example, if you are 70 years
old and have not named a beneticiary
to your IRA, Internal Revenue Ser-
vice tables project you will live 16
years. Therefore your first minimum
distribution would be the balance of
your IRA divided by 16. However, if
you have named your 66-year-old
spouse as your beneficiary, your joint
life expectancy is 22.5 years. That’s
the tigure you would use to calculate
your minimum distribution the first
year, reducing the amount you need
to withdraw and stretching out the
tax-sheltering benefits of your IRA.
In subsequent years, your life ex-
pectancy would be reduced and you
would use that new figure to deter-
mine your minimum distribution.

Spouse Has Most Flexibility
Generally, naming your spouse as

the beneficiary of your IRA means
that he or she will have the most flex-

ibility in deciding when and how to
withdraw the money.

It your spouse dies before you do and
you have not yet begun taking annual
distributions from your IRA, you should
name another beneficiary and take ad-
vantage of the longer joint life ex-
pectancy payout schedule.

However, if your spouse dies after you
have already begun taking annual distri-
butions, it could create problems for
your estate plan. Depending on the pay-
out method you chose, you may have to
take out larger minimum amounts than
you had planned.

As a beneficiary, your spouse will
have the option of rolling over the in-
herited IRA funds into his or her own
IRA account and stretching withdrawals
over his or her life expectancy or ex-
tending the tax shelter even further if he
or she names a younger beneficiary.
Other beneficiaries aren’t permitted to
do that—and face penalties if they try.

On the other hand, your surviving
spouse may choose to leave the money
in your IRA. In that case, he or she
won’t have to start withdrawing funds
until the year you would have turned
70%2—and then can stretch the with-
drawals out over his or her remaining
life expectancy.

Non-spouse Beneficiaries

If you are widowed or divorced, it’s
(Continued on page 9)
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simply not possible to name a spouse as
beneficiary. In other instances, it may
not be desirable, such as when a spouse
has a sizable IRA of his or her own.
Adding to your spouse’s taxable cstate
by naming him or her as beneticiary of
your IRA could exacerbate estate-
planning problems.

Perhaps you want to leave an inheri-
tance for your children or grandchil-
dren. Naming them as beneficiary is
one way to pass on assets, but keep in
mind that if you die with funds in your
IRA—even though you have named
beneficiaries—the money will still be
counted as part of your estate and they
will have to pay income taxes on the
withdrawals. In some cases, it may be
better to gift it to them during your life-
time, reducing the size of your estate
and presenting them with a tax-free gift.

Non-spouse beneficiaries have two
options. They must either withdraw ev-
erything from the IRA within five years
of your death or they can begin distribu-
tions within one year after your death,
spreading withdrawals over their life
expectancy. Depending on your heir’s
age, the second option could allow him
or her to extend the tax shelter far
longer than tive years.

If you have already begun taking an-
nual distributions tfrom your IRA before
your death, a non-spouse beneficiary
must continue to take distributions at
least as fast as you did.

Taxes Are Due on Most IRA With-
drawals

With a traditional IRA, all your bene-
ficiaries—whether your spouse or any-
one else—must pay income taxes on
IRA withdrawals (except when with-
drawals represent nondeductible contri-
butions).

With the new Roth IRA, funds can be
withdrawn tax-free, which is especially
good news for your heirs.

Another advantage of the Roth IRA is
there is no time limit for withdrawing
tunds. If your surviving spouse is the
beneficiary, he or she can claim the
Roth IRA as their own and not be sub-
ject to any mandatory withdrawal
schedules during their lifetime. Funds
must be distributed upon death.

Retirement & Pension Issues

IRA Balances May Trigger
Estate Taxes

If you die with funds in your IRA,
the balance will be included in your
estate. And if the value of your estate
exceeds $625,000 in 1998—that
threshold will be increased to $1 mil-
lion by 2006—the estate will be sub-
ject to federal estate taxes, which go
as high as 60%.

Again, naming your spouse as ben-
eficiary means he or she will have
more flexibility than other heirs. Your
spouse is not subject to estate taxes
on property inherited from you. How-
ever, upon his or her death, the estate
may be subject to a big tax bite unless
planning strategies are implemented
while you are both alive.

Reprinted from Kiplinger’s Retirement Report, July
1998. Kiplinger's Washington Editors, Inc. Subscrip-
tions: 800-544-0155, $59.95/yr.

Social Security
Benefits & Costs
in 1999

If you were counting on the Social
Security cost-of-living-adjustment
(COLA) to compensate for declining
investment income in 1999, you’ll
need to start looking for that income
somewhere else: Next year’s COLA,
which will appear on the check you
receive in January, will be 1.3%, the
lowest since 1987.

People who are on Social Security
and still working, however, may get
some relief from an increase in the
threshold for the “retirement test.” In

1998, workers of age 65 to 69 had one of
every three dollars they earned deducted
from their Social Security benefit for
earnings above $14,500. The 1999 limit
will be $15,500. For beneficiaries under
65, who lose one of every two dollars,
the 1999 cap will be $9,600, up from
$9,120 in 1998.

People on Medicare will face increases
in both premiums and deductibles. The
Part B premium, which is deducted from
your Social Security benefit, will rise
$1.70 a month to $45.50, tor an annual
increase of $20.40. Part B is the pro-
gram that covers doctors’ bills, hospital
outpatient care and other services out-
side hospitals.

Medicare patients who must be ad-
mitted to a hospital receive benefits un-
der Part A, which the government auto-
matically pays for after they have met a
deductible. The deductible for 1999 will
increase by $4, to $768. Once it is met,
patients pay no further costs for their
tirst 60 clays in a hospital or their first
20 days of skilled nursing care upon
being released from a hospital. After
that, patients must make co-payments,
which will rise in 1999 as follows:

e For hospital stays of 61 to 90 days:
$192 per day, an increase of $1 per
day

¢ For hospital stays of 91 days or
longer, $384 per day, an increase of
$2 per day

e For skilled nursing care, on the 21st
day and after, $96 per day, an in-
crease of 50¢ per day.

Reprinted from Retire with Money, December 1998
issue. Time, Inc. Subscriptions: 800-284-5300,
$49.96/yr.
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Retirement & Pension Issues

Pensions: Choosing Between a Lump Sum and an Annuity

Currently, more that two out of five
employers will let you choose whether
to take your pension as an annuity or
as a lump sum. A typical annuity for-
mula will provide you with an annual
income equal to 30% to 45% of your
average annual salary during your last
three to tive years of work. You’ll col-
lect the annuity in monthly checks for
the rest of your life. If you prefer a
lump sum, your company will calcu-
late the amount you would have
to invest in order to receive an
equivalent monthly check for the
rest of your life—as projected by
actuarial tables—assuming the
money earns the rate of interest
that prevails at your retirement.

When given a choice, two out of
three retirees opt for a lump
sum—which most employers pre-
fer, because they can then write
the pension liabilities off their
books.

Indeed, some employers tempt
you to take your retirement payout
all at once by making a lump sum
available at an earlier age than
they require for an annuity. But
don’t take a lump sum just be-
cause it’s available sooner, or it’s
the biggest check you’ll ever get.
Betore deciding, answer the fol-
lowing questions:

Do you want to manage your
retirement stash? It not, go for
an annuity.

How long do you expect to live? Since
annuity payments don’t stop until the
end of your life (or your surviving
spouse’s), an annuity turns out to be a
better deal if you manage to live longer
than the average as predicted in actuar-
ial tables—generally, for people who
are now 55, it’s 77 for males and 81 for
Females. Thus if you’re descended from
octogenarians and in robust health, you
may be better oft with an annuity. On
the other hand, it your parents died be-
fore their mid-seventies or you’re in
poor health, a lump sum will likely get
you more money or provide tunds for
your health care.

How is the lump sum calculated?
By law, employers may use either of
two interest rates when figuring your
lump sum: 1) the rate used at the time
you retire by the Federal Pension
Benefit Guaranty Corporation
(PBGC), which manages Failed pen-
sion plans (currently 4%) or 2) the
yield on the 30-year Treasury bond
(recently 5.7%). The higher the inter-
est rate your employer chooses, the

<

lower your lump-sum payout. Since
T-bond yields are often as much as
two percentage points higher than the
PBGC’s rate, ask your company’s
benefits department which rate it uses
to calculate its lump sums. If the rate
is lower than the T-bond yield, take
the lump sum and invest it to produce
a higher return. If the rate is higher
than the T-bond yield, consider grab-
bing the annuity. (Note that after year
2000, the government will require all
companies to use the T-bond yield.)
Bear in mind that it you live at
least your projected lifespan, an annu-
ity will beat a lump sum if it includes
cost-of-living adjustments that lift
checks in tandem with inflation.

While inflation adjustments are rare for
private pensions, they’re common in
some public-sector plans.

Do you want pension money left
over for your children after your
death? If so, you want a lump sum.
Since annuity payments stop at the
death of you and your spouse, they
can’t be passed on to your kids.

If you prefer a lump sum, you must
answer one more question:
Should you roll over the money
into an IRA or pay tax on it
right away? Unless you need all
of the money immediately—
say, for medical care or a new
house—you’re nearly always
better oft rolling over the lump
sum into an IRA where the
cash you don’t touch will grow
tax deferred.

It you take the money to
spend immediately, you may be
able to use a tax-cutting plan
called forward averaging. Sub-
ject to certain restrictions, so-
called five-year averaging lets
you tigure your tax as if you
had received the lump over five
years. (One caveat: This tax
break expires on Dec. 31,
1999.) Alternatively, if you
were born before Jan. 1, 1936,
you can opt for 10-year forward
averaging, which taxes you as
it you had received the cash
over a decade. (This break isn’t set to
expire.) Experts say that it you collect
less than $400,000, 10-year averaging is
preferable, while five-year averaging is
better for larger sums. For example,
with a $250,000 lump sum, 10-year av-
eraging knocks your tax bill from
$77,700 to $42,000, while five-year av-
eraging lowers it only to $62,000. The
IRS ofters detailed explanations in Pub-
lication 5785, available for free by call-
ing 800-829-3676 or on the IRS” Web-
site (www. irs.gov).

Reprinted from Retire With Money, September 1998
issue, Time, Inc. Subscriptions: 800-284-5300, 349.96/yr.
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Deferred Annuity Distributions at Death

Death of the Annuity Owner

An annuity is usually purchased on
the assumption that the annuity owner
will live long enough for the annuitant
to begin receiving annuity payments. In
reality, of course, this does not always
happen. When the owner dies before
the entire interest in the contract has
been paid out, certain distributions trom
the annuity must be made. These rules
are intended to prevent deferral of
income tax on the gain in the annuity
for an indefinite period of time through
successive ownership of the annuity.

The Internal Revenue Code mandates
that an annuity issued after January 18,
1985, will not be treated as an annuity
contract and, thus, receive the income
tax deterral associated with an annuity
unless the contract provides two items.
First, the annuity must provide that if
any owner dies after the annuity has
begun making annuity payments (i.e.,
after the annuity starting date) but
before the entire interest in the contract
has been distributed, the remaining
portion must be distributed at least as
rapidly as under the method of
distribution being used at the owner’s
death. Second, the annuity must

provide that if the owner dies before
the annuity payments have started,
the entire interest in the contract must
be distributed within the five years
following the owner’s death. In the
case of joint owners of an annuity
issued after April 22, 1987, these
distribution requirements are applied
at the first death.

For purposes of meeting these
distribution requirements, if any
portion of the owner’s interest is to be
distributed to a designated beneficiary
over the beneficiary’s life (or over a
period not extending beyond the life
expectancy of the beneficiary) and
the distribution begins within one
year after owner’s death, that portion
will be treated as distributed on the
day such distribution begins.

For example, assume that Mr.
Robins, age 50, buys an annuity
contract and is the owner. He names
his son, Mr. Robins, Jr., age 25, as the
annuitant, with annuity payments to
begin when his son becomes age 45.
The father dies at age 58 and the son
(now age 33) becomes the new owner
of the contract. Under the provisions
discussed above, there must be a
distribution of the entire interest in

L

the contract within five years of the
father’s death or there must be
annuitization of the contract within one
year of such date.

If the designated beneticiary (that is,
the person who becomes the new
owner) is the surviving spouse of the
owner, then the distribution
requirements are applied by treating the
spouse as the owner. In fact, this allows
a surviving spouse to “step into the
shoes” of the deceased spouse and carry
the annuity along without any change.
For example, assume that Mr. Smith
purchases a single premium deferred
annuity five years prior to his death,
naming himseltf as owner and annuitant
and his wife, Mrs. Smith, as the
designated beneficiary. He had not yet
started to receive payments from the
annuity contract at his death. Since
Mrs. Smith would be treated as the
annuity contract owner, the distribution
requirements would allow her to
continue the annuity in its accumulation
phase for the time being,

For the purpose ot these distribution
requirements which take effect upon the
death of the annuity owner, some
provision must be made when the

(Continued on page 13)
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Continuing Education

(Continued from page 12)
annuity owner is an entity such as a
trust or corporation. The Internal
Revenue Code provides that where the
owner of a contract issued after April
22, 1987 is a corporation or other
nonnatural person, the primary
annuitant will be treated as the owner
of the contract. The primary annuitant
is the individual whose life is of
primary importance in affecting the
timing or amount of the payout under
the contract (e.g., the measuring life).
For purposes of these distribution
requirements, a change
in the primary annuitant
of such a contract is
treated as the death of
the owner.

If an annuity contract
which is issued after
January 18, 1985 is
received in exchange
for one issued prior to
that date, it will be
considered a new
contract and, thus,
subject to these
distribution
requirements.

Death of the
Annuitant

Often it is the same
person who is named as
both the owner and the
annuitant of an annuity contract.

Thus, when the annuitant dies, the
owner also dies and the annuity is
subject to the distribution requirements
discussed above. However, there are
times when one person is named as the
annuity contract owner and another
individual is named as the annuitant.
One example of this is grandparents
who buy an annuity for a grandchild,
naming one of the grandparents as
owner of the contract and the
grandchild as the annuitant.

If the annuitant dies before the
deferred annuity matures, the amount
payable at his death is generally
subject to income tax. Usually, an
annuity contract provides that it the
annuitant dies before the annuity
payments begin, the beneficiary will

be paid a death benefit equal to the
amount of premiums paid or the
accumulation value of the contract.
The gain, it any, is taxable as
ordinary income to the beneficiary.
The death benefit under an annuity
contract is not excludable from
income under section 101(a) as life
insurance proceeds payable by reason
of insured’s death. The gain in an
annuity contract is measured by
subtracting the total premiums from
the death benefit received.
(Aggregate dividends and any other

amounts that have been received
under the contract which were
excludable from gross income must
be added to the death benetit received
amount as part of this calculation.)

Thus, continuing with the
grandparents/grandchild example
mentioned earlier, if the grandchild
dies and the grandparent is still living,
a death benefit amount will be paid to
the grandparent. If the death benefit
paid equals $25,000 and the
grandparent has paid $20,000 into the
annuity, then the gain of $5,000 must
be included in the grandparent’s
income tor the year.

There is one election open to the
annuity owner at the time of the
annuitant’s death which may help to
minimize the income tax

consequences of the annuitant’s death.
This would be to elect, within 60 days
after the annuitant’s death, that any
death benefits should be paid under a
life income or installment option. The
periodic payments will then be taxable
to the beneficiary under the regular
annuity rules.

Another question that arises in
relationship to an annuity when
investment results have not met
expectations is whether there is a
deductible loss sustained under a
straight life annuity if the annuitant
dies before the total
annuity payments equal
the annuitant’s cost. If
the annuity contract
began making annuity
payments betore July 2,
1986, there is no
deductible loss since the
annuitant has received all
that the contract called
for. The result is the
same for someone who
purchases an annuity on
the litfe of another person
who dies prematurely. If
the annuity payments
began after July 1, 1986,
a deduction may be taken
on the individual’s tinal
income tax return for the
unrecovered investment
in the contract.

Annuity Contracts And Estate
Taxes

One of the most common estate tax
questions concerning annuities is
whether an annuity owned by a person
at his death must be included in the
estate for purposes of calculating the
amount of estate tax due. The answer
differs depending upon whether the
annuity contract had not yet
commenced benefit payments (i.¢.,
was in the accumulation phase) or had
already begun benetit payments (i.e.,
was in the annuitization phase) at the
time of the annuity holder’s death.

(Continued on page 14)
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(Continued from page 13)
Annuity Death Benefits During the
Accumulation Phase

Although usually not considered at
the time a nonqualified annuity is
purchased, there are times when the
annuity holder dies before annuitizing
the contract or beginning to receive
benetit payments from the annuity.
When this happens, the value of the
annuity contract generally must be
included in the gross estate of the
annuity holder.

As discussed, most nonqualitied
annuity contracts pay a death
benefit equal to at least the
amount of premiums that the
annuity holder has paid into the
contract prior to death. Although
the nonqualitied annuity contract
pays a benefit at death, in this
instance this benefit is not a life
insurance payment. If the annuity
death benetit is payable to the
annuity holder’s estate, its value
must be included in his gross
estate. This is true since the value
of the annuity’s death benefit is
considered to be property owned
by the annuity holder at the time
of his death.

Even if the death benetit is payable to
a beneficiary designated by the annuity
holder, the value of the death benefit
generally must be included in the
annuity holder’s gross estate whether or
not the annuity holder had reserved the
right to change the beneficiary. For
example, assume that Mr. Black, age
60, purchased an annuity contract some
years ago that would begin paying
benefits to him when he retired at age
65. The annuity has a current value of
$40,000. It Mr. Black dies before age
65, the value of the death benefit paid
from the annuity to either Mr. Black’s
estate or his beneticiary would be
included in Mr. Black’s gross estate.

However, if an annuity was a gift for
someone other than the person who has
died (the decedent) and the decedent
did not retain any interest in the annuity
contract or payments, the value of the
annuity will ordinarily not be included
in the decedent’s gross estate.

Annuity Death Benefits During
the Annuitization Phase

If the person was receiving

payments under a straight life annuity

there will be no more payments from
the annuity after the annuity holder’s
death, under the terms of this
settlement option. Thus, there is no
property interest remaining to be
included in his gross estate and
nothing will be added to the gross
estate as a result of owning the
annuity contract. To illustrate,

assume that Mr, Black, age 80, owns
property worth approximately
$750,000 and receives a payment of
$900 each month trom a single
premium immediate annuity that he
bought twenty years ago with funds

inherited from his favorite uncle. Mr.

Black is both the owner and the
annuitant of this contract. Since the
annuity settlement option is a single
life (sometimes called a straight life)
annuity, the contract ends on his
death. Thus, ownership of the
annuity contract would not add
anything to his gross estate,

As discussed, there are usually
several settlement options available
under a nonqualitied annuity contract
including a life and refund annuity, a
joint and survivor annuity, a fixed
period annuity, and a fixed amount
annuity. If an annuity settlement
option was elected by the annuity
holder prior to his death that includes

some type of survivor benefit, such as

under the refund annuity or joint and
survivor annuity, determining what
amount must be included in the estate
of the annuity holder following his
death is slightly more complicated.
Generally, if the survivor’s benetit is
payable to the estate of the annuity
holder, the value of the payments to be
made after the annuity holder’s death
must be included in the annuity holder’s
estate. This is so since the value of the
post-death payments are considered to
be “property” owned by the annuity
holder at his death.

To illustrate, assume that Mr.
White purchased a single premium
deferred annuity and began
receiving monthly benefit
payments of $500 seven years
ago. If Mr. White elected a ten
year certain settiement option, at
his death after only seven years,
another three years of monthly
benefit payments would remain to
be paid. The value of these
remaining payments would be
included in Mr. White’s estate.

Generally speaking, the estate
tax results are the same when an
annuity’s survivor benefit will be
paid to the annuity holder’s
beneficiary rather than to his
estate. To continue with Mr. White’s
example above, if the remaining three
years of annuity payments were to go to
Mr. White’s daughter the value of the
remaining three years worth of benetit
payments would be included in his
gross estate. Another step may be added
to the calculation if the annuity holder
did not furnish the entire purchase price
of the annuity. In this case, only a
portion of the value of the remaining
benefit payments would be included in
the annuity holder’s gross estate. For
example, assume that Mr. and Mrs.
Green purchased a joint and survivor
annuity with a single premium of
$50,000, each contributing one-half or
825,000, to the purchase price. At Mr.
Green’s death several years later, the
value of the benefit that will be paid to
the survivor, Mrs. Green, is $35,000.
Since Mr. Green contributed one-half of
the annuity’s purchase price, at his
death one-half of the value of the

(Continued on page 15)

14 January 1999 (Winter Issue) ¢ ANNUITY SHOPPER ¢ www.annuityshopper.com



(Continued from page 14)

survivor’s benefit, or $17,500, must be
included in his gross estate. Since the
survivor’s benetit, in this example, will
go to the spouse of the decedent, it
should qualify for the marital deduction
and thus not be included in the estate
values upon which the amount of estate
tax due is calculated. If the annuity had
been purchased in the same manner by
Mr. Green and his daughter, the marital
deduction would not have this effect.

The value for estate tax purposes of
the survivor’s annuity under a joint and
survivor annuity contract is generally
equal to the amount the same insurance
company would charge the survivor to
purchase a single life annuity at the time
of the first annuitant’s death. However,
if the length of time that the particular
survivor is expected to live is less than
the statistical average for a person of
that age, it may be possible to obtain a
lower valuation amount.

If the beneficiary that will receive the
refund or survivor’s benefit is a
charitable organization, the estate will
be able to take a deduction for the value
of the transfer to the charity.

It is important to remember that other
types of annuities and retirement plans
such as Individual Retirement Annuities
(IRAs), Tax Sheltered Annuities (TSAs)
and annuities that are part of qualitied
retirement plans are not treated in
exactly the same manner as nonqualified
annuities for purposes of the estate tax.

Owner And Annuitant Are Not the
Same Person

While the more usual scenario casts
the same individual as both the owner
and the annuitant of a nonqualified
annuity contract, there is no particular
requirement that this be so. Fairly often,
nonqualitied annuity contracts are
purchased by one individual who names
a second person as the annuitant. From
an estate tax perspective, what is the
effect on the amount of estate tax due if
an individual owns an annuity at the
time of his death but someone else, who
is still living, is named as the annuitant?

Where an individual owns an annuity
contract at the time of his death, but
another individual is named as the
annuitant, the value of the annuity is

Continuing Education

included in the owner’s gross estate
for purposes of determining the
amount of estate tax due. The value
of the contract is apparently the
amount that it would cost to purchase
a comparable annuity contract at the
time of the annuity owner’s death.

Such a situation might arise where
an annuity had been purchased for an
aging parent by an adult child.
Assume that Greg Green purchased an
annuity, naming himself as the owner
of the contract. Since the contract was
purchased for the benefit of his
mother, Rose Green, Greg named her
as the annuitant. If Greg died before
his mother, the value of the annuity
would be included in Greg’s estate for
estate tax purposes.

Sometimes it’s good to set up a
deferred annuity where one spouse 1s
owner and the other is the annuitant.
For example, Harry acquires a policy
and Mary is named the annuitant in
order to make their holdings for estate
tax planning purposes more equal.

Or, Mary names Harry owner in order
to protect her assets from lawsuits or
creditors. A problem emerges,
however, if Mary (the annuitant) dies.
This means that Harry (the owner)
must either pay incomes taxes
immediately on any policy profit or
annuitize the contract with 60 days
after a lump sum becomes available.
The law on this is clear. When Mary
dies, Harry simply cannot “step into
Mary’s shoes” as the policyholder of
this contract because he already owns
it.

Let’s suppose Mary is both
annuitant and policyholder, and that
Harry is named as beneficiary. At
Mary’s death, Harry may be able to
“step into her shoes” as the owner and
continue tax deferral within the
policy. But you have to be careful.
Some policies do not provide this
feature automatically. Harry may be
able to elect successor ownership by
notifying the insurer in writing within
60 days of when a lump sum becomes
available. Otherwise, he may be in
constructive taxable receipt of the
protit within the contract.

If a policyholder who is not the
annuitant dies, a beneticiary who
elects an annuity payout program
within 60 days must receive the first

check within one year of death. And
the payment period cannot extend
beyond the beneficiary’s life
expectancy; otherwise, it appears that
policy profit is taxable by the end of the
tifth taxable year following the owner’s
death.

Annuity Contracts Purchased as
Gifts

If an annuity is given to someone as a
gift and the purchaser does not retain
any ownership interest in the contract
after its purchase, the value of the
annuity will ordinarily not be included
in the purchaser’s gross estate. This will
generally be true whether the purchaser
named the person receiving the gift as
both the owner and the annuitant or
instead named a third person as the
annuitant. Continuing with the example
of Greg Green and his mother from
above, if Greg purchased a nonqualified
annuity and named his mother as both
the owner and the annuitant, at his death
no portion of the value of the annuity
would be included in his gross estate.

Adapted from The Annuity Handbook, by Darlene K.
Chandler. Cincinnati: The National Underwriter
Company, 1994.
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Do The Math: Your Clients’ Actual Marginal
Tax Rates Will Help Sell Value Of Annuities

Why can’t anybody get it right? A
major tactor in determining whether an
annuity (or IRA, or Roth IRA) is right
for your clients is an evaluation of their
current tax structure. This may seem
easy enough, but it is not.

Most of you will say that your client
is in the 28 percent. 36 percent, or 39.6
percent tax bracket. If you are using
these types of numbers, you're probably
wrong.

Since the late 80s and continuing
aggressively through the 90s, tax
legislation has included “back-door”
increases applying to “rich” people.

Keep in mind that, according to the
tederal government, “rich” people can
have income ranges from $10,000 to
$175,000.

So the major questions are what are
these back-door tax increases, how do
they affect your clients’ marginal tax
rates and how does the marginal tax
rate atfect annuity or IRA buying
decisions.

Back-door tax increases, sometimes
called phase-outs, come in many
varieties. I would list all of them, but
there isn’t enough space. Here are just
a few (with the single-filing income
level): child tax credit ($75,000),

Hope Scholarship credit ($40,000),
litetime learning credit ($40,000),
interest on student loans ($40,000),
Education IRA ($95,000), Roth IRA
(895,000), child and dependent care
credit of Social Security benetits
($17,000), phase-outs of deductions
(8$125,000), phase-outs of exemptions
(8125,000), etc, etc, etc. The credits go
away at the income levels noted and
taxes phase-in at these income levels as
well.

Any one of these does not usually
have a huge impact on the marginal tax
rate. However, many annuity buyers are
not subject to just one of these, they
may be subject to many. These phase-
outs can have a huge impact on
marginal rates.

Our firm recently analyzed the effect
of these phase-outs on a dual-income

couple with three children filing a
joint return. Two of the children were
in college (savings bonds redeemed),
and one child was newly adopted. The
couple was making $99,000 in

adjusted gross income. They had an
additional $1,000 of income come
their way. How much tax was due on
that $1,000? Looking it up in the tax
table, you would tind that their

marginal tax bracket is 31 percent.
Theretore, you would say the tax due
on their $1,000 is $310. You would be
wrong. Due to phase-outs, their
marginal tax rate is 78 percent. This
means that $780 of the extra $1,000
earned is gone to the federal
government.

This couple gets to keep only $220
of their hard-earned money.

The specific circumstances in this
example may be unusual but
circumstances leading to marginal tax
rates higher than 50 percent, 60
percent, or even 70 percent are not
unusual. They are happening to a
number of your clients.

However, how would you like to be
able to say to your client that if the

$1,000 in the example would have come
from an annuity they would not have
owed that $780 in taxes this year.
Presumably they’ll never owe some of
it, as you would expect them to take
annuity income in a year when their tax
rate was much lower.

Now that you know this, what should
you do? Determine your client’s
marginal tax rate and use it to your

annuity sales advantage. How do you

determine the client’s marginal tax
rate? Unfortunately, you have to do
the math. Use your newly acquired
knowledge ot phase-outs to help you.

Watch especially for deduction phase-

outs, exemption phase-outs, and

Social Security taxation. There is no

escaping the necessity to actually

calculate the tax due on marginal
income.

It isn’t hard, just add the extra
income to the previously taxable
income, and then determine the tax
due, given the phase-out ramitications.
In other words, you have to calculate
the tax due twice, once with the lower
income, and once with the higher
income. (It’s fine to use a hypothetical
marginal income of $1,000.) Once you
know how much of the $1,000 goes to
taxes, you now know the marginal tax
rate. More importantly, you know how

much you are able to save your client in
taxes if that extra income was being
earned in an annuity.

Let’s use annuities to help our clients
lower their taxes and be better informed
about tax realities. You know that
annuity earnings have no negative
impact on taxable income or phase-outs
until withdrawals are made, but your
clients don’t. You know that marginal
tax rates are often well in excess of the
tax table rates, but your clients don’t.
Explain these issues to your clients,
They’1l benefit with tax savings. You’ll
benefit with annuity sales.

Reprinted from the September 7, 1998 issue of the Life &
Health/Financial Services edition of National Underwriter
magazine. Subscriptions: 800-543-0874, $82/yr.
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Buy Perm and Invest
the Difference in an
Immediate Annuity!

Last July, the American Society of
CLU & ChFC asked American adults
how they plan to finance their
retirement. Bank savings received the
most votes (42 percent) and annuities
the tewest (13 percent). Surprisingly,
life insurance (35 percent) was third,
between company
pensions (38 percent) and
401(k) plans (33 percent).

Principal is Sacred

As people approach
retirement, their risk
tolerance decreases. Once
retired, they tend to be
very conservative with
their investments. Many
retirees live off a
combination of private
pensions, Social Security,
and savings. So, for many
retirees the investment
vehicle of choice is the
CD, an FDIC-insured investment that
can be used to create an income stream
off the interest earned.

Many retirees also want to leave the
principal intact so it can be passed on to
their heirs. This can be accomplished
through fixed deferred annuities
(annuities ofter competitive rates of
interest compared with bank CDs). But
there is the potential to go one step
further in helping retirees accomplish
their goals. How? By combining the
benetits of life insurance with
immediate annuities.

One example would be to set up a
joint last-to-die universal life insurance
with the premium on the life policy
paid by a single premium immediate
annuity (SPIA). The SPIA would also
provide additional retirement income.

How does this product combo stack
up against a bank CD? Consider the
case of a 55-year-old nonsmoking
couple in the United States who have
$100,000 they wish to protect. A joint

and survivor annuity was shown to
provide a gross monthly income of
$634.44, payable while either or both
are alive. Because it’s a life annuity,
a portion of each payment (52.54
percent in this case) is excludable
from taxable income. This is why the
tax on the annuity payments is less
than on the interest from the CD
(based on the national average for
five-year CDs). Even after
subtracting the cost of the insurance
policy, the SPIA leaves the couple

with $91.13 more each month. But
the benetits don’t stop there. At
death, the life insurance proceeds
would be excluded from the insured’s
estate if the policy were owned by a
trust or another person and the entire
$100,000 death benefit would pass to
the beneficiary.

On the other hand, the principal in
the CD is included in the estate (some
states also levy inheritance taxes,
which would further erode the value
of the CD to the beneficiary).

The scenario works for a single
lite, too. Combining separate UL and
SPIA quotes for a 65-year-old
nonsmoking male compare even more
tavorably than the joint life example,
providing more than $100 per month
than the bank CD.

There’s more

Still another option involves paying
for the life insurance with a single
premium. If, in the joint life case

above, the couple decided to purchase
the life insurance with one payment
instead of its being paid from the
annuity income, they still come out
ahead (maybe not as tar as they do with
the periodic-pay case, but one benefit of
this scenario is liquidity). The
$21,451.79 single premium would come
out of the couple’s $100,000; the
remainder would be used to fund a joint-
and last-survivor annuity, providing a
monthly income ot $501.92. The cash
tflow after tax would be $445.76. While
in every case shown the SPIA
is illiquid, the single premium
UL will have a cash value
(over $18,000 to start) that
could be accessed. The
theoretical cost of this
liquidity is the difference
between the net income from
the single-pay and the
periodic-pay examples.

In the case of the CD (or
some of the newer immediate
annuities  with  liquidity
features), tapping the principal
for emergency use could
greatly  decrease  future
income. Whereas with the
single premium life example, drawing
from the cash value would decrease the
ultimate death benefit and leave the
retirement income untouched.

Offering an increasing benetit
annuitization where the monthly
payments increase by 3 percent per year
could be offered to help stave off the
etfects of inflation. Another idea is to
fund the life insurance with a fixed
immediate annuity and invest all or part
of the rest in a variable annuity. Both of
these ideas provide a lower initial
benetit amount, but have the potential
to grow to sizable amounts over time
and more than likely would quickly
surpass the income from the bank CD

anyway.

WHAT ABOUT PERIOD CERTAIN?

While the immediate annuities
described in this article are straight life
annuities, in reality few immediate
annuities are of the straight life variety

(Continued on page 19)
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(Continued from page 18)

(see LIMRA’s report Amnuitization: A4
Look at the Income Side of Annuities,
1995). One reason is people want to get
something for their money (i.e. if they
were to die tomorrow), so life annuities
with a period certain are more popular.
The addition of the certain period
doesn’t decrease the income much
either. In the two-lives example, the
addition of a 10-year certain period
would decrease the monthly payment by
$L12.

But, with the addition of life
insurance for the initial principal
amount, modifying the annuity to
provide a refund or income becomes
less important.

Here’s another way to create an
income while preserving principal. In
the split annuity the lump sum deposit is
split into two parts. The first is
calculated so that it will grow, with
interest, to the original principal amount
after, say, five years. The remaining
amount is used to fund a five-year
certain  annuity (with no life
contingency), which provides an income
for the five years. The process can be
repeated every five years (though with
different tax treatment for the SPIA
income). If the annuitant dies during the
period, the beneficiary receives the
amount invested in the deferred annuity
and the remaining SPIA payments.

Insurance companies have been
providing money-back guarantees with
life annuities with refunds or periods
certain, as well as principal preservation
with split annuities. But the life
insurance and annuity concept can give
all thc money back, not just some of it.

While there are pros and cons, the
benefits outweigh the costs in the
insured annuity concept. That is, of
course, if having income that cannot be
outlived and passing principal to one’s
heirs are important objectives, and if
liquidity is not an issue.

Reprinted with permission from the May/June 1997 issue
of LIMRA 's MarketFacts.

Fan Catches Ball,
IRS Catches Flak

Here’s the latest example of IRS
insanity:

A fan caught Mark McGwire’s 61st
home run ball. It tied one of the
biggest records in all of sports, set by
Roger Maris in 1961. Collectors were
reportedly offering $1 million each
for this ball and the record breaking
62nd. As any true baseball tan would,
the guy who caught the ball gave it to
McGwire. All he asked for in return
was a handshake and autograph.

Well, good deeds rarely go
unpunished in this country. The IRS
was asked if the fan would face a gift
tax for giving away the ball. The
power hungry government bureaucrat
responded: “Yes.”

A GENEROSITY TAX

We could excuse the IRS ofticial if
he could not immediately quote the
exact code section or case that would
help the fan. But any reasonable
person would know there should be
no tax here.

The IRS isn’t reasonable. The
employee was quoted as saying the
fan who caught number 61 would
have to pay up.

Only after the IRS was publicly
ridiculed did Commissioner Rossotti
chime in. No it wasn’t taxable after
all, he said. He compared the
situation to someone immediately
declining a prize or returning
unsolicited merchandise.

By quickly giving up the ball, the
tan would be treated as never really
owning it in the first place. If he didn’t
own it, he didn’t make a gift.

Rossotti may have saved the IRS
from further embarrassment, but not
betore the entire world received
another reminder of a crucial fact.

To the tax collector, everything is
taxable.

Even generosity.

Reprinted from Tax-Wise Money, October 1998.
Fortune Publishing International. Subscriptions: 410-
223-2678, $69/yr.

IRC Sec. 1035
Exchanges On the
Rocks, With a Twist

1035 Exchanges have caused many of
us undue headaches, hassles, and
consternation in trying to transfer
clients’ money from one company to
another without a tax liability. When it
was originally drafted, Sec. 1035(a) was
confusing at best and lett many of us
wondering exactly how to interpret its
modus operandi for a very long time.

Recently (in Private Letter Ruling
#9342037), more light has been shed on
this confusing section of the tax code.
We now know that “like to like” means
nothing more than transterring the same
insured to the same insured, or
transferring the same annuitant to the
same annuitant. Previously we were
concerned about transferring the “same”
owner, the “same” beneticiary, as well
as the “same” insured.

Now, even more light was shed by
Private letter Ruling #9644016 in the
exchange of one annuity for two
annuities, Yes. that’s right—one for
two. Private Letter Rulings are more
like flashlights than flood lights, since
they do tell us the IRS point of view in
a specific circumstance. This specific
circumstance was the request for an
exchange of one annuity contract with
Company A for two annuity contracts
with Company B. IRS approved the tax-
free exchange. What exciting
implications! Now you can roll a
client’s old annuity (of course, with no
surrender charges) into another
company and create a Split Annuity.

A Split Annuity is nothing more than

(Continued on page 20)

Buy your annuities direct from the SOURCE. Call 800-872-6684 19



Continuing Education

(Continued from page 19)

“splitting” the total dollars between a
deferred annuity and an immediate
annuity with a period certain. For
example, let’s say your client has
$£100,000 in an old annuity with
Company A. The client would like to
earn higher interest and have more
benefits in the annuity you propose with
Company B. But, the client also needs
current income, and the systematic
withdrawal of interest-only is just not
enough for their current requirements.
You propose that the benetits and
features of Company B’s deferred
annuity can “split out” enough money
into an immediate annuity to create
income, but still have the deferred
annuity grow back to the original
amount you started with. The $100,000
would be split, for instance, into
$34,366 for the immediate annuity to
create $492.74 per month far 7 years,
and still have the balance of $65,634
grow back to $100,000 at the end of the
7 years, (And if you choose the right
products, it will be guaranteed to
perform exactly that way.) That’s a
great idea that anybody could get
excited about.

So what have we done? We rolled
over flaccid annuity money from one
company, to two annuities with another
company, that will guarantee that the
“split” will pay $492.74 per month for 7
years and that the deferred amount will
grow back to the original starting
amount of $100,000 at the end of the 7
years.

Private Letter Rulings have suddenly
taken on a brighter appeal. [f you can
solve a unique problem for your client
with a unique IRC Sec. 1035 solution,
then you, as the agent, have even
greater value to your client. Rollover a
dusty, old annuity, create income, and
after a stated period of time, end up
with the same amount you started with
GUARANTEED. You're a HERO.

There are companies out there right
now that can do what I have suggested
above on a guaranteed basis for both
sides of the “split”. But, you must also
bear in mind Rev. Rul. 92-95 which
basically states that taking money out of
a deferred annuity to fund an immediate
annuity, prior to age 59 1/2, may create

the imposition of the 10% premature
withdrawal excise tax. Even splitting
a “split”, or doing another “split”
after the first “split”, may create a
10% excise tax problem, if under 59
1/2 at the time of the second “split”.

Regardless, you may still be able to
establish some creative solutions to a
previously ponderous problem. If
your marketplace is age 60 or above,
this idea can be a real bell ringer for
you as the creative agent. Be sure you
cite the Private Letter Ruling on the
application if you can use this
revelation to your client’s benetit, and
be sure your client is beyond the 10%
excise tax boundary. Remember that
the rollover from Company A has to
be all with Company B and not also
with Company C.

Take a hard look at this new “light”
and see if you can earn both money
and respect from your client. Sit back
and have an IRC Sec. 1035 exchange
on the rocks with a twist.

Reprinted from article by Jon E. Tregashen, CLU, ChF

DOL Says Summary
Plan Document Must
Include Key Details
Relating to Termination
and Amendment

Under ERISA Technical Release
84-1, the DOL provides that a plan
termination is a circumstance that
may result in the denial or loss of
benefits that a participant or

beneficiary might otherwise reasonably
expect to receive under the plan. Thus,
under existing regs (Labor Reg §
2520.102-3(1)), plan administrators
must include in the SPD information
concerning the plan provisions which
relate to the plan’s termination. But,
noting that at least one federal court (in
Sprague v. General Motors Corp. (1998,
CAT) 133 F3d 388) has interpreted the
DOL’s regs as not requiring that SPDs
disclose that plans are subject to
amendment or termination, the DOL
has proposed to clarify the regs by
requiring that plan administrators
include a summary of any plan
provisions governing: (1) the authority
of the plan sponsor or others to
terminate the plan or eliminate plan
benefits, and the circumstances under
which plan benetits may be amended or
terminated; (2) participants’ and
beneficiaries’ plan benefits, rights, and
obligations, upon plan termination,
amendment, or elimination of benefits;
and (3) the allocation and disposition of
plan assets upon Plan termination. (Prop
Labor Reg § 2520.102-3(1))

Reprinted from Pension and Benefits Week, September
14, 1998 issue, Research Institute of America Group.
Subscriptions: 800-421-9025, $275/yr.
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Markets & Trends

How Long Does a
Bear Market Last?

“How long will it last? How low will
it g0?” asks InvesTech Research’s
James Stack. “Any estimate at this point
is exactly that—a guess. The average
bear market of this century has required
4'% years to recover (with four requiring
over seven years); but that’s not of in-

Bear flarket Duration (1900-1998)
Bes Years From Market Peak to Bottom
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terest except to buy-and-hold investors.
You want to know how long to what
may be the ‘buying opportunity of the
decade.” Shown below is the duration of
every bear market since 1900...from the
very peak to the final bottom.
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Shift in The Wind

At first glance the Federal Re-
serve’s recent lowering of short-term
interest rates by only 1/4 of a percent-
age point doesn’t seem that signifi-
cant. But in fact the move is likely to
be the opening round of a major
worldwide policy change. Policymak-
ers have shifted from fighting infla-
tion to keeping economic growth in
high gear. The implications for stocks
in general are bullish, and very
bullish for stocks leveraged to eco-
nomic growth.

Note that the last two bear markets, in
1987 and 1990, were the shortest of this
century. If this bear has ended (if a
19.3% drop qualifies as a ‘fudged’
bear), then we’ve just set a new record.
Don’t count on it. Odds tavor a final
bottom in the latter half of 1999.”

InvesTech Research (11/3), James B. Stack, Ed.; 2472
Birch Glen, Whitefish, MT 59937; 800-955-8500. 1 yr., 18
issues, $190.

% MONEY ON THE MOVE
12
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growth, be it a stock market decline or
weakness in foreign economies, is a
much more serious threat than intlation.
In today’s economies whenever reces-
sionary forces grab hold of an economy,
they’re almost impossible to dislodge.
That’s the lesson from Japan which
hasn’t been lost on Fed Chairman
Greenspan.
In this new world, the Fed will do what-
ever it takes to keep the stock market
afloat because of its importance to the
economy. If you don’t want to tight the
Fed, you should be long in stocks and
especially in stocks that go with growth.

Adapted from the October 14, 1998 issue of Personal
Finance, 800-832-2330. P.O. Box 1467, Alexandria, VA
22313-9819.

Back-to-Back Discount
Rate Cuts Seen As
Bullish Indicator

The Federal Reserve Board's two dis-
count rate reductions on October 15 and
November 17 are extremely bullish. The
table shows the performance of the S&P
500 in the twelve months following all
19 previous back to back rate reductions
since the Federal Reserve was formed in
1913. The median one-year maximum
gain is 28%, and the median one-year
maximum loss a minuscule 1%.

Reprinted from Market Logic, Norman G. Fosback Ed.;
2200 S.W. 10th Street, Deerfield beach, FL 33442. Sub-
scriptions: 800-442-9000. 1 yr, 24 issues, $200

“Two Tumbles And A Jump” Buy Signals
S&P 500 S&P 500

As the graph above shows, the in-
terest rate cut comes in the context of
surging money supply growth. Histor-
ically there has been no single indica-
tor that better correlates with future
economic performance than real
money growth.

In the past, when money growth has
been very high, the Fed has been
prone to raise interest rates to ward
oft inflation. Now, the Fed has de-
cided that any threat to economic

Maximum Gain  Maximum Loss

Buy Signal  Within OneYear Within One Year
Dec. 23, 1914 + 8% %
June 16, 1921 + 41%% -
June 12, 1924 + 4% 0%
Nov. 15, 1928 + 28% - 28%
June 24, 1832 +137% - 4%
May 26, 1933 + 3t% - 8%
Sept. 14, 1942 + 48% 0%
Mar. 30, 1949 + 16% - 1%
Apr. 16, 1954 + 36% - 1%
Jan. 24, 1958 + 3% - 3%
Aug, 12, 1960 + 0% - %
July 10, 1962 + 24% - 6%
Dec. 4, 1970 + 17% 0%
Dec. 6, 1971 + 2% 0%
Jan. 9, 1975 + 34% - 1%
June 12, 1980 + 2% - 1%
Dec. 3, 1981 + 11% - 18%
Dec. 21, 1984 + 28% - 1%
Feb. 1, 1991 + 2% 0%

Median: + 28% - 1%
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Markets & Trends

Momentum Prom pts Largest 10-Day S&P 500 Gains,

. 1940-1998
B uyl ng (overlapping duplicate periods omitted)
10 Days 10-Day Subsequent
“What this rally has lacked in Ended Gain S&P Change
leadership o’r breadth, it has made up in 1018/74  16.0% 22 99,
momentum,” says James Stack, Editor
of InvesTech Research. “In the ten days 8/26/82 15.8% 36.8%
ended October 22, the S&P 500 has 0 0
gained 12.4%. That is the fifth strongest 1172/87 13.8% 9.1%
such gain in the past 59 years (see 10/18/82  12.5% 22.7%
table)! o o
Such strong spurts often lead to 12/18/87  11.3% 10.5%
further gains over the next twelve 7/11/62 10.3% 20.8%
months. As shown in the table, only two 8/9/84 10.3% 13.8%

instances (of the dozen largest ten-day
rallies) saw the S&P 500 index lower 6/21/40 10.2% -1.2%
twelve months later.”

2/5/75 10.1% 27.2%

InvesTech Research (11/3), James B. Stack, Ed.; 2472 0,
Birch Gelen, Lef/s;ite,cﬁsh, MT 59937; 800—t955-8500. 1yr., 18 6/9/70 10.1% 31.5%
issues, 3190. 1/15/87  10.0% -5.1%
Average 17.2%

One
Y/ Day
O Delivery!

for your SPIA Quotes
Call S00 - 872 - 6684
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Terminal Funding Annuities

Single Premium Group
Annuities (SPGAs), also known
as Terminal Funding, Single-Shot
or Buyout contracts, guarantee the
benefits of a pension plan’s
retired, active or deferred vested
participants. SPGAs are usually
employed in situations which re-
quire that accrued benefits be
“settled”  with  commercial
annuities. These include pensions
plans which are terminating,
ongoing plans locking in high
rates as an investment, FASB
87-88 settlements, and plant
closings due to mergers or acqui-
sitions. An SPGA may reduce a
pension plan’s annual administra-
tion costs, reduce its unfunded
liability, or increase the reversion
available from an overfunded
plan.

SPGAs frequently credit a
higher rate than the actuarial
interest 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
obtain the best SPGAs for his

terminating or ongoing plan.
We represent more than 25
carriers in this market—
companies with the highest
“AAA” and “A+” ratings. Our
knowledge of the special
underwriting considerations that
are of particular importance to
the insurance companies allows
us to make sure that your plan is
not rejected simply because no
one was available to answer
questions 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
after the final contract and all
certificates have been delivered.
If you have special needs on
how the contract is to be
serviced 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 soliciting SPGAs on your
behalf, you can have us attend to

some or all of the following steps.
You dictate our level of
involvement.

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
proposed purchase and takeover
dates. Market values of assets
available for transfer to the
insurance company are
determined to insure that they are
sufficient to cover the estimated
cost of annuities. A bond portfolio
hedging strategy may be
employed to protect the assets
until the final distribution is made.
(During periods of declining
interest rates, the present value or

cost of annuities generally
increases. In the absence of a
defensive investment strategy,

significant erosion of assets may
occur.)

PREPARING THE BID
SPECIFICATIONS AND
DATA LISTINGS

We market your plan by
submitting specifications and data
to those carriers best suited to

underwrite your liability. The
presentation of complete
specifications and clean data

(especially on diskette or mag
tape) reassures the carriers that
everything is “in order” and serves
as an extra inducement, not only
for them to accept the case for
pricing, but also to calculate the
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Terminal Funding Annuities

annuity premiums using their
most competitive cost factors.
With respect to 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 provisions should be
included, and (c) negotiate the
level of assistance provided by the
insurance company to bring about
a timely distribution of benefit
payments, annuity 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 questions from nu-
merous carriers by acting as your
go-between. We provide the
insurers with the additional
information they request to keep
premium costs at the lowest
possible level. By properly
communicating plan needs, we
can encourage the insurers to
reduce risk premiums and not
price plan provisions on an overly
conservative basis. We also keep
you informed of the insurers’
responses throughout the initial
bidding period.

In the weeks before the winning
bid is selected, we provide written

proposals from the insurers
describing the plan provisions
and 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
addressed.

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
instructed to submit their bids
before noon of that day. The
quotations are matched to the
previously agreed control num-
bers. When all the initial bids
have been received, the runner-
up insurers 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 commit-
ment which indicates the agree-
ment 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.

TAKEOVER PROCEDURE/
CONTRACT ISSUANCE

In virtually all groups that in-
volve a substantial number of
participants, minor corrections to
the census and/or benefit amounts
may occur after an agreement to
purchase the annuities has been
reached.  These changes are
audited to assure that all attendant
premium adjustments are priced
on the same rate basis as the
original quote. We review the
Master Group Contract, checking
it against the bidding and proposal
letter specifications, citing any
application changes and
forwarding them to the plan
sponsor or actuary 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
specialized marketing expertise
and annuity-tracking database
makes us your best source for
group annuity products. Simply
mail or fax (732-521-5113) the
plan specifications and census
data and we’ll prepare documents
for quoting by the carriers. We
can provide this service on either
a commission or fee basis.
Simply call our toll-free number
1-800-872-6684 and we’ll discuss
details with you. We invite your
inquiries.
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Annuity Price Trends

Immediate "Life Only" Annuities

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

Median First Year Rate (Excluding Bonus) for Single Premium Contracts
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Buy your annuities direct from the SOURCE. Call 800-872-6684

29



Life Expectancy

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.

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

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 Society 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 84,
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, $59.95/r for 12 monthly issues



Life Expectancy Tables

The tollowing two actuarial tables are if the contract includes a post-June 30, tirement plans, and for determining the
used for calculating the taxes on annu- 1986 investment. Table V is also cur-  life expectancy of a beneficiary receiv-
ity payments from qualitied plans and  rently used to compute life ex- ing a life income of death proceeds of
tax sheltered annuities. The gender- pectancy for purposes of the minimum life insurance. For these purposes,
based Table I is used if the contract  distribution requirements applicable  Table V is used without regard to the
does not include a post-June 30, 1986 to individual retirement plans, tax- effective date of the contract. (Tables
investment. The unisex Table Visused  sheltered annuities, and qualified re- Source: Treasury regulations 1.72-9)

Table I — Ordinary Life Annuities : Table V — Ordinary Life Annuities

One Life — Life Expectancy in Years One Life — Life Expectancy in Years >

Ages Ages - Ages Ages

Male Female Years  Male Female Years | Unisex Years  Unisex Years E

1 70.7 56 ... 277 |

12 ... 69.7 57 268 F

13 L 68.8 58 ... 259 ¢

14 ... 67.8 59 ... 250 B

15 ... 66.8 60 ... 242

16 ... 65.8 61 ... 233 B

17 . 64.8 62 ... 225 B

18 ... 63.9 63 ... 216 E

19 ... 62.9 64 ... 20.8

200 .. 61.9 65 ... 200 E

21 60.9 66 ... 192 &

22 59.9 67 ... 18.4 [

23 59.0 68 .. 176 |

24 . 58.0 69 ... 168 £

25 e 57.0 70 ... 16.0 E

26 ... 56.0 71 . 153 E

27 55.1 72 . 146 E

28 54.1 73 . 139 E

29 . 53.1 74 .. 132

30 ... 52.2 75 e 125 B

31 . 51.2 76 ... 119 g

32 L 50.2 77 112 B

33 . 49.3 78 ... 106 ¢

34 .. 48.3 7% ... 100 E

35 473 80 ... 95 |

36 ... 46.4 81 ... 89 E

37 45.4 82 ... 84 E

38 44.4 83 .. 79 |

39 L. 43.5 84 ... 74 E

40 ... 42.5 8 ... 69 E

41 ... 41.5 86 ... 6.5 E

42 ... 40.6 87 ... 6.1 E

43 39.6 88 ... 57k

44 ... 38.7 g8 ... 53 B

45 .. 37.7 %0 ... 50 E

46 ... 36.8 91 ... 4.7 E

47 ... 35.9 92 ... 44 E

48 ... 34.9 93 ... 41 E

49 ... 34.0 94 ... 39 E

50 ... 33.1 95 ... 3.7 B

51 e 32.2 96 ... 34 |

52 . 313 97 ... 32 B

53 30.4 98 ... 3.0 B

54 ... 29.5 99 ... 28 E

55 . 28.6 100 27 E
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Immediate Annuities Update

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 companics
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.

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 (ie., it
is excluded from income).

Qualified funds, on the other hand,
are monies which until now HAVE
enjoyed special tax trcatment.
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.

34
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Immediate Annuities Update

Table 1. Period Certain Annuities

Jefterson Pilot LIC 67865

$17.59

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
AIG Life Ins. Co. 66842 0-100 $18.08 $10.28 $7.77 $6.57 $5.90 $5.48
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 Life Assurance 81060 0-99 $18.23 $10.26 $7.97 $6.78 $6.10 -
Columbia Universal 77720 0-85 $18.60 $10.32 $7.60 $6.28 $5.51 $5.01
Commercial Union LIC 62898 0-85 $17.43 $10.03 $7.65 $6.52 $5.88 $5.48
Delta Life & Annuity 65145 0-99 $17.92 $10.05 $7.47 $6.22 - -
Fidelity & Guaranty LIC 63274 0-90 $17.91 $10.24 $7.80 $ 6.64 $6.00 $5.60
Jackson National LIC 65056 no limit $17.93 $10.17 $7.65 $6.45 $5.78 $5.37
0-95 $7.42 - - -

$9.93

Keyport Lite 65234

$17.88

$9.97

0-90 $7.50 $6.35 $5.74 $5.40
Lincoln Benefit Life Co. 65595 1-99 $17.44 $10.44 $7.95 $6.77 $6.10 $5.68
London Pacitic 68934 unlimited | $18.04 $9.91 $7.17 $5.82 - -
Manutacturers LIC 65838 0-100 $18.13 $10.28 $7.97 $6.77 $ 6.08 §£5.12
Ohio National 89206 0-85 $17.92 $10.17 $7.68 $6.47 $£5.75 $5.27
Penn Ins. & Annuity Co. 93262 0-85 $18.16 $10.38 $7.99 $6.84 $6.18 $5.81
Penn Mutual LIC 67644 0-85 $18.16 $10.38 $7.99 $6.84 $6.18 $5.81
Peoples Benefit LIC 66605 unlimited | $18.21 $10.44 $7.98 $ 6.83 $6.16 $5.76
Presidential LIC 68039 0-85 $18.31 $10.47 $ 8.03 $6.92 $6.27 $5.84
Principal Mutual LIC 61271 0-85 $17.85 $9.71 $7.25 $6.14 $5.54 $5.16
Providentmutual L&A 70750 0-85 $17.08 $9.47 $7.04 $592 $5.33 $5.01
Prudential IC of America 68241 0-89 $17.33 $£9.75 $7.33 $6.21 $£5.59 $5.22
Security Benefit LIC 68675 0-100 $18.20 $10.31 $7.98 $6.76 $6.03 $5.63
Southwestern Life 91391 18-90 $17.67 $9.62 $7.11 $5.88 $£5.17 $4.72
United of Omaha 69868 0-85 $17.90 $10.14 $7.63 $6.43 $5.83 $5.45
USG Annuity & Litfe 61247 0-85 $18.22 $10.36 $7.81 $6.58 - -

[

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998
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Immediate Annuities Update

Table 2. Single Life Annuities — Male Age 50

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
AIG Life Ins. Co. 66842 $5.75 $5.67 $5.50 $5.75 $5.67 $5.50
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 Lite Assurance 81060 $5.76 $5.70 85.54 $5.76 $5.70 $5.54
Commercial Union LIC 62898 $5.73 $5.66 $5.49 $5.73 $5.66 $5.49
Delta Life & Annuity 65145 $5.23 $5.15 $4.99 $5.05 $5.01 $4.88
Fidelity & Guaranty LIC 63274 $5.87 $5.78 $5.58 $5.66 $5.61 $5.47
Jetferson Pilot LIC 67865 $5.57 $5.51 $5.33 $5.57 $5.51 $5.33
Keyport Life 64602 $5.60 $5.55 $5.38 $5.44 $541 $5.28

Linéoln Benefit Life Co. 65595 $5.65 $5.60 $5.47 $5.65 $5.60 $5.47
London Pacific 68934 $5.64 $£5.42 $5.36 $5.64 $5.42 $£5.36
Manufacturers LIC 65838 §5.18 $5.12 $4.97 $5.18 §$5.12 $4.97
National Guardian LIC 66583 $5.97 $5.86 $5.62 $5.97 $5.86 $5.62
Ohio National 89206 $5.36 $£5.29 $5.13 $5.36 $5.29 $5.13
Penn Ins. & Annuity Co. 93262 $5.93 $5.85 $ 5.68 $5.98 $5.90 $5.72
Penn Mutual LIC 67644 $5.93 §5.85 $5.68 $5.98 $5.90 $5.72
Peoples Benetit LIC 66605 $5.96 $5.90 $5.73 $5.96 $£5.90 $5.73
Presidential LIC 68039 $5.95 $5.89 $5.75 $5.95 $5.89 $5.75
Principal Mutual LIC 61271 $5.25 $5.17 $5.04 $5.27 $£5.21 $5.05
Providentmutual L&A 70750 $5.11 $£4.99 $4.63 $5.11 $4.99 $4.63
Prudential Ins. Co. of America 68241 $5.37 $5.30 $5.15 $5.37 $5.30 $5.15
Security Benefit LIC 68675 $5.64 $5.59 $5.46 $5.64 $5.59 $5.46
Security Mutual/NY 68772 $5.55 $5.45 $5.22 $5.71 $5.61 $534
Southwestern Life 91391 $4.67 $4.63 $4.52 - - -

United of Omaha 69868 $5.70 §5.63 $545 $5.70 $5.63 $5.45
USG Annuity & Life 61247 $5.60 $5.52 $5.31 $5.60 $5.52 $5.31

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998
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Table 3. Single Life Annuities — Female Age 50

Non-Qualified Funds Qualified Funds

Reporting Companies

(NAIC ID Number)

AIG Life Ins. Co. 66842 $5.41 $5.38 $5.29 $5.41 $5.38 $5.29
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 Assurance 81060 $5.41 $5.38 $5.31 $5.41 $5.38 $5.31
Commercial Union LIC 62898 $5.40 $5.37 $5.29 $5.29
Delta Life & Annuity 65145 $4.87 $4.84 $4.76 $4.88
Fidelity & Guaranty LIC 63274 $5.45 $5.42 $5.34 $5.47
Jefterson Pilot LIC 67865 $5.28 $5.26 $5.16 $5.16

$5.28

Lincoln Benefit Life Co. 65595 $5.39 $5.36 $5.30 $5.39 $5.36 $5.30

London Pacific 68934 $5.35 $5.33 $5.28 $5.35 $533 $5.28
Manufacturers LIC 65838 $4.67 $ 4.65 $4.59 $4.67 $ 4.65 $4.59
National Guardian LIC 66583 $ 5.54 $5.49 $5.38 $5.54 $5.49 $5.38
Ohio National 89206 $4.96 $4.93 $4.86 $4.96 $4.93 $4.86
Penn Ins. & Annuity Co. 93262 $5.54 $5.51 $5.43 $5.50 $5.47 $5.40
Penn Mutual LIC 67644 $5.54 $5.51 $5.43 $5.50

Peoples Benefit LIC 66605 $5.69 $5.66 $5.58 $5.69

Presidential LIC 68039 $5.67 $5.64 $5.57 $5.67

Principal Mutual LIC 61271 $4.88 $4.85 $4.79 $4.89

Providentmutual L&A 70750 $4.79 $4.72 $4.54 $4.79

Prudential Ins. Co. of America 68241 $5.06 $5.04 $4.96 $5.06

Security Benefit LIC 68675 $5.33 $5.31 $5.25 $5.33 $5.31 $5.25
Security Mutual/NY 68772 $5.14 $5.10 $4.99 $5.16 $5.13 $5.03
Southwestern Life 91391 $4.37 $435 $4.30 - - -
United of Omaha 69868 $5.39 $5.36 $5.27 $5.39 $5.36 $5.27
USG Annuity & Life 61247 $5.19 $5.16 $5.06 $5.19 $5.16 $5.06

Egures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998 J
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Immediate Annuities Update

Table 4. Single Life Annuities — Male Age 55

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
AIG Life Ins. Co. 66842 $6.14 $6.02 $5.73 $6.14 $6.02 $5.73
American Heritage 60534 $£6.40 $6.28 $5.98 $6.40 $6.28 $5.98
American Life & Casualty 60682 $5.59 $35.49 $5.22 $5.59 $5.49 $5.22
Berkshire LIC 61433 $£6.53 $6.43 $6.15 - - -

Canada Lite Assurance 81060 $6.16 $6.06 $5.80 $6.16 $6.06 $£5.80
Commercial Union LIC 62898 $6.11 $5.99 $5.72 $6.11 $5.99 $5.72
Delta Life & Annuity 65145 $5.64 $5.53 $5.25 $542 $£5.34 $5.13
Fidelity & Guaranty LIC 63274 $6.26 $6.11 $5.79 $6.00 $5.90 $5.68
Jetferson Pilot LIC 67865 $5.89 $5.80 $5.49 $5.89 $5.80 $5.49
Keyport Life 64602 $5.99 $5.89 $5.61 $5.79 $5.72 $5.51

Lincoln Benefit Life Co. 65595 $5.97 $5.88 $5.68 $5.97 $5.88 $5.68

London Pacific 68934 $£5.91 $5.83 $5.65 $£5.91 $£5.83 $5.65
Manufacturers LIC 65838 $5.61 $5.50 $£5.24 $5.61 $5.50 $£5.24
National Guardian LIC 66583 $6.42 $6.25 $5.86 $6.42 $6.25 $5.86
Ohio National 89206 $5.81 $5.69 $5.42 $5.81 $5.69 $5.42
Penn Ins. & Annuity Co. 93262 $6.31 $6.19 $5.92 $6.45 $6.31 $5.98
Penn Mutual LIC 67644 $631 $6.19 $5.92 $6.45 $6.31 $5.98
Peoples Benefit LIC 66605 $6.31 $6.21 §5.95 $6.31 $6.21 $5.95
Presidential LIC 68039 $6.32 $6.22 $5.99 $6.32 $6.22 §£5.99
Principal Mutual LIC 61271 § 5.6t $5.51 $5.26 $5.63 $5.52 $5.27
Providentmutual L&A 70750 $£5.50 $5.29 $4.70 $5.50 $5.29 $£4.70
Prudential Ins. Co. of America 68241 $5.72 $5.60 $5.35 $5.72 $5.60 $535
Security Benetit LIC 68675 $6.00 $5.90 $5.69 $6.00 $5.90 $5.69
Security Mutual/NY 68772 $5.99 $5.83 $£5.45 $6.24 $6.06 $5.60
Southwestern Life 91391 $5.02 $4.95 $4.76 - - -

United of Omaha 69868 $6.06 $5.95 $5.66 $6.06 $5.95 $5.66
USG Annuity & Litfe 61247 $6.06 $5.92 $5.56 $6.06 $5.92 $5.56

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998
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Table 5. Single Life Annuities — Female Age 55

Non-Qualified Funds Qualitied Funds
Reporting Companies Lite 10yr 20yr Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C C&C
(AIG Life Ins. Co. 66842 $5.71 $5.65 $5.50 §5.71 $5.65 $5.50
American Heritage 60534 $5.95 $5.89 $5.74 $5.95 $5.89 $5.74
American Life & 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 Assurance 81060 $6.16 $6.06 $5.80 $6.16 $ 6.06 $5.80
Commercial Union LIC 62898 $5.69 $5.64 $5.50 $5.69 $5.64 $5.50 {
Delta Life & Annuity 65145 $5.19 $5.14 $5.00 $5.42 $534 $5.13
Fidelity & Guaranty LIC 63274 $5.73 $5.68 $5.54 $6.00 $5.90 $5.68
Jefferson Pilot LIC 67865 $5.50 $5.46 $5.31 $5.50 $5.46 $5.31
Keyport Lite 64602 $5.57 $5.53 $5.39 $5.79 $5.72 $5.51

$£5.48

$5.63 $5.59 $5.63 $5.59 $5.48
London Pacific 68934 $5.53 £5.49 $541 $5.53 $5.49 $541
Manufacturers LIC 65838 $5.04 $5.00 $4.89 $5.04 $5.00 $4.89
National Guardian LIC 66583 $5.88 $£5.81 $5.60 $5.88 $5.81 $5.60
Ohio National 89206 $5.31 $5.26 $5.12 $5.31 $5.26 $5.12
Penn Ins. & Annuity Co. 93262 $5.83 $5.77 $5.64 $5.81 $5.76 $5.63
Penn Mutual LIC 67644 $5.83 $5.77 $5.64 $5.81 $5.76 $5.63
Peoples Benefit LIC 66605 $5.96 $5.92 $5.79 $5.96 $5.92 $5.79
Presidential LIC 68039 $5.99 $5.93 $5.80 $5.99 $5.93 $5.80
Principal Mutual LIC 61271 $5.13 $£5.09 $4.97 $5.15 $5.10 $4.99
Providentmutual L&A 70750 $5.11 $4.99 $4.63 $5.11 $4.99 $4.63
Prudential Ins. Co. of America 68241 $532 $5.26 $£5.14 $5.32 $5.26 $5.14
Security Benefit LIC 68675 $5.59 $5.55 $5.44 $5.59 $5.55 $5.44
Security Mutual/NY 68772 $5.49 $542 $5.23 $5.53 $5.47 $5.29
Southwestern Lite 91391 $4.63 $4.60 $4.51 - - -
United of Omaha 69868 $5.66 $5.61 $5.46 $5.66 $5.61 $5.46
USG Annuity & Life 61247 $5.54 $5.48 $5.30 $5.54 $5.48 $5.30

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

Survey period: November 28, 1998

Buy your annuities direct from the SOURCE. Call 800-872-6684 <
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Immediate Annuities Update

Table 6. Single Life Annuities — Male Age 60

Non-Qualified Funds Qualitied Funds

Reporting Companies Life 10yr 20yr Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C C&C
AIG Life Ins. Co. 66842 $6.69 $6.47 $5.97 $6.69 $6.47 $£5.97
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 Lite Assurance 81060 $6.70 $6.53 £6.09 $6.70 $6.53 $6.09
Commercial Union LIC 62898 $6.62 $6.42 $£5.96 $6.62 $6.42 $5.96
Delta Life & Annuity 65145 $6.06 $5.87 $5.39 $5.78 $5.64 $5.27
Fidelity & Guaranty LIC 63274 $6.78 $ 6.54 $6.03 $6.45 $6.28 $5.92
Jefterson Pilot LIC 67865 $6.33 $6.18 $5.67 $6.33 $6.18 $£5.67
Keyport Life 65234 $6.52 $6.35 £5.88 $6.25 $6.13 $£5.78

Lincoln Benefit Life Co. 65595

5 6.27

$6.42 $6.27 $5.92 $6.42

London Pacific 68934 $6.30 $6.17 $£5.86 $6.30 $6.17
Manutacturers LIC 65838 $6.73 $6.52 $6.05 $6.73 $6.52 $6.05
National Guardian LIC 66583 $7.05 $6.76 $6.10 $7.05 $6.76 $6.10
Ohio National 89206 $£6.41 $6.21 $£5.73 $6.41 $£6.21 $5.73
Penn Ins. & Annuity Co. 93262 $6.82 $6.61 $6.15 $7.10 $6.83 $6.23
Penn Mutual LIC 67644 $6.82 $ 6.61 $6.15 $7.10 $6.83 $6.23
Peoples Benefit LIC 66605 $6.75 $6.58 $6.18 $6.75 $6.58 $6.18
Presidential LIC 68039 $6.83 $6.65 $£6.25 $6.83 $6.65 £6.25
Principal Mutual LIC 61271 $6.06 $5.88 $5.46 $6.07 $5.89 $5.48
Providentmutual L&A 70750 $£5.95 $5.58 $4.83 $5.95 $5.58 $4.83
Prudential Ins. Co. of America 68241 $6.21 $6.01 $5.58 $6.21 $6.01 $5.58
Security Benefit LIC 68675 $6.48 $£6.33 $£5.95 $6.48 $6.33 $5.95
Security Mutual/NY 68772 $6.57 $£6.29 $5.70 $6.99 $ 6.63 $5.84
Southwestern Life 91391 $5.50 $£5.38 $£5.03 - - -
United of Omaha LIC 69869 $6.56 $637 $5.88 $6.56 $6.37 $5.88
USG Annuity & Life 61247 $ 6.68 $6.43 $5.82 $ 6.68 $6.43 $5.82

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

Survey period: November 28, 1998
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Immediate Annuities Update

Table 7. Single Life Annuities — Female Age 60

T Non-Qualified Funds Qualitied Funds
Reporting Companies Lite 10yr 20yr Life 10yr 20yr
(NAIC ID Number) Only C&C C&C Only C&C C&C
AIG Life Ins. Co. 66842 $6.13 $6.03 $£5.76 $6.13 $6.03 $5.76
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 Assurance 81060 $6.14 $ 6.06 $5.83 $6.14 $ 6.06 $5.83
Commercial Union LIC 62898 $6.09 $6.00 $5.75 $6.09 $6.00 $5.75
Delta Life & Annuity 65145 $5.49 $5.40 $5.14 $5.78 $5.64 $5.27
Fidelity & Guaranty LIC 63274 $6.10 $6.01 $5.79 $6.45 $6.28 $592
Jetferson Pilot LIC 67865 $5.83 $5.76 $5.48 $5.83 $5.76 $5.48
Keyport Life 65234 $5.98 $5.90 $5.65 $6.25 $6.13 $5.78

| bLinc‘(‘)h‘l‘ ‘];ené.ﬁt Life Co. 65595 $5.98 $5.90 $ 5.72 $5.98 $5.90 $5.72
London Pacific 68934 $5.80 $5.74 $5.59 $5.80 $£5.74 $5.59
Maﬂufacturers LIC 65838 $5.45 $537 $5.18 $5.45 $537 $5.18
National Guardian LIC 66583 $6.36 $6.23 $5.87 $6.36 $6.23 $5.87
Ohio National 89206 $5.78 $ 5.68 $5.44 $5.78 $ 5.68 $5.44
Penn Ins. & Annuity Co. 93262 $6.21 $6.11 $5.87 $6.23 $6.14 $5.88
Penn Mutual LIC 67644 $6.21 $6.11 $5.87 $6.23 $6.14 $5.88
Peoples Benetfit LIC 66605 $6.31 $6.23 $6.01 $6.31 $6.23 $6.01
Presidential LIC 68039 $ 6.40 $6.30 $6.06 $6.40 $6.30 $6.06
Principal Mutual LIC 61271 $5.43 $535 $£5.16 $5.45 $537 $5.18
Providentmutual L&A 70750 $5.50 $5.29 $4.70 $5.50 $529 $4.70
Prudential Ins. Co. of America 68241 $5.68 $5.58 $536 $5.68 $5.58 $5.36
Security Benefit LIC 68675 $5.95 $5.88 $5.70 $5.95 $5.88 $£5.70
Security Mutual/NY 68772 $5.96 $5.83 $£5.51 $6.05 $5.93 $5.57
Southwestern Life 91391 $4.99 $4.93 $4.77 - - -
United of Omaha LIC 69868 $ 6.04 $5.95 $5.69 $6.04 $5.95 $5.69
USG Annuity & Life 61247 $6.01 $5.89 $5.56 $6.01 $5.89 $5.56
Figures represent monthly income per $1000 assuming $100,000 deposit. _Survey period: November 28, 1998 |

Buy your annuities direct from the SOURCE. Call 800-872-6684 ¢
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Table 8. Single Life Annuities — Male Age 65

Immediate Annuities Update

Non-Qualified Funds Qualified Funds

Reporting Companies Life 10yt 20yr Life 10yr 20yr
(NAIC 1D Number) Only C&C Cc&C Only C&C C&C
AIG Life Ins. Co. 66842 $7.47 $£7.07 $621 $7.47 $7.07 $6.21
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 Life Assurance 80659 §7.47 $7.13 $6.36 §7.47 $7.13 $6.36
Commercial Union LIC 62898 $£7.36 $6.98 $6.19 $7.36 $6.98 $6.19
Delta Life & Annuity 65145 $6.88 $6.51 $5.66 $6.50 $6.23 $5.56
Fidelity & Guaranty LIC 63274 $7.51 $7.09 $6.27 $7.08 $6.80 $6.18
Jefferson Pilot LIC 67865 $7.18 $6.87 $5.98 $7.18 $6.87 $5.98
Keyport Life 65234 $7.27 $6.93 $6.13 $6.92 $6.68 $ 6.04

$7.08 $6.78 $6.18 $£7.08 $6.78 $6.18
London Pacific 68934 $6.91 $ 6.65 $6.10 $6.91 $ 6.65 $6.10
Manutacturer’s LIC 65838 $7.55 $7.14 $6.32 $7.55 $7.14 $6.32
National Guardian LIC 66583 $£7.99 §7.41 $6.31 $7.99 $7.41 $6.31
Ohio National 89206 $7.28 $6.86 $6.02 $7.28 $ 6.86 $6.02
Penn Ins. & Annuity Co. 93262 $7.58 $7.18 $6.38 $ 8.06 $ 7.50 $ 6.45
Penn Mutual 67644 $7.58 $7.18 $6.38 § 8.06 $7.50 $6.45
Peoples Benefit LIC 66605 $7.42 $7.10 $6.43 $7.42 $7.10 $6.43
Presidential LIC 68039 $7.54 $7.21 $6.51 $7.54 $7.21 $6.51
Principal Mutual LIC 61271 $6.70 $6.37 $5.67 $6.72 $6.39 $5.69
Providentmutual L&A 70750 $ 6.60 $5.99 $5.02 $ 6.60 $5.99 $5.02
Prudential Ins. Co. of America 68241 $6.94 $6.56 $5.82 $6.94 $6.56 $5.82
Security Benetit LIC 68675 $£7.20 $6.89 $6.22 $7.20 $ 6.89 $6.22
Security Mutual/NY 68772 $7.37 $6.88 $5.93 $£8.04 $7.31 $6.03
Southwestern Lite 91391 $£6.20 $5.94 $5.32 - - -
United of Omaha LIC 69868 $17.30 $£6.92 $6.10 $7.30 $£6.92 -
USG Annuity & Life 61247 $7.57 §7.06 $6.04 $7.57 $ 7.06 $6.04

Figures represent monthly income per $1,000 assuming $100,000 deposit. Survey period: November 28, 1998
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Table 9. Single Life Annuities — Female Age 65

B 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
AIG Life Ins. Co. 66842 $6.72 $6.53 $6.03 $6.72 $6.53 $6.03
American Heritage 60534 $7.01 $6.82 $6.32 $7.01 $ 6.82 $6.32
American Life & 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 Assurance 80659 $6.73 $6.57 $6.14 $6.73 $6.57 $6.14
Commercial Union LIC 62898 $ 6.65 $6.47 $6.02 $6.65 $6.47 $6.02
Delta Life & Annuity 65145 $6.11 $5.93 $5.45 $ 6.50 $6.23 $5.56
Fidelity & Guaranty LIC 63274 $ 6.64 $6.48 $6.07 $7.08 $6.80 $6.18
Jefterson Pilot LIC 67865 $ 6.46 $6.33 $5.81 $6.46 $6.33 $5.81
Keyport Life 65234 $6.55 $ 6.40 $5.94 $6.92 $ 6.68 $6.04

Lincoln Benetit Life Co. 65595 $6.47 $6.33 $5.99 $6.47 $ 633 $5.99
London Pacific 68934 $6.23 $6.12 $5.84 $6.23 $6.12 $5.84
Manufacturer’s LIC 65838 $6.56 $ 6.40 $5.51 $6.56 $ 6.40 $5.51
National Guardian LIC 66583 $7.05 $6.78 $6.14 $7.05 $6.78 $6.14
Ohio National 89206 $643 $6.24 £5.78 $6.43 $6.24 $5.78
Penn Ins. & Annuity Co. 93262 $6.74 $6.58 $6.14 $6.85 $6.67 $6.16
Penn Mutual 67644 $6.74 $6.58 $6.14 $6.85 $6.67 $6.16
Peoples Benefit LIC 66605 $6.83 $6.67 $6.23 $6.83 $6.67 $6.23
Presidential LIC 68039 $6.97 $6.78 $6.35 $6.97 $6.78 $6.35
Principal Mutual LIC 61271 $5.87 $5.74 $5.38 $£5.89 $5.76 $5.40
Providentmutual L&A 70750 $5.95 $5.58 $4.83 $5.95 $5.58 $4.83
Prudential Ins. Co. of America 68241 $6.21 $6.03 $5.62 $6.21 $6.03 $5.62
Security Benefit LIC 68675 $6.47 $6.34 $5.99 $6.47 $6.34 $5.99
Security Mutual/NY 68772 $ 6.60 $6.38 $5.80 $6.80 $6.54 $5.84
Southwestern Lite 91391 $5.51 $5.39 $5.08 - - -

United of Omaha 69868 $6.59 $6.41 $5.94 $6.59 $6.41 $5.94
USG Annuity & Lite 61247 $6.65 $6.42 $£5.84 $6.65 $6.42 $5.84

Figures represent monthly income per $1,000 assuming $100,000 deposit. Survey period: November 28, 1998

Buy your annuities direct from the SOURCE. Call 800-872-6684 ¢
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Table 10. Single Life Annuities — Male Age 70

Non-Qualified Funds Qualified Funds

Reporting Companies Life 10yr 20yr Life 10yt 20yr1
(NAIC ID Number) Only C&C C&C Only C&C C&C
AIG Life Ins. Co. 66842 £ 8.59 $7.77 $6.39 $8.59 $7.77 $6.39
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 Life Assurance 80659 $ 8.55 $ 7.85 $6.57 $ 8.55. $ 7.85 $6.57
Commercial Union LIC 62898 $8.41 $7.65 $6.37 $ 8.41 $7.65 $6.37
Delta Life & Annuity 65145 $8.05 $7.27 $5.87 $7.52 $6.97 $5.81
Fidelity & Guaranty LIC 63274 § 8.56 $7.77 $6.47 $8.01 §£7.47 $6.41
Jefferson Pilot LIC 67865 $8.18 $7.55 $6.12 $8.18 §7.55 $6.12
Keyport Life 65234 $8.31 $7.65 $6.33 $7.85 $£7.36 $6.27

$8.01

§£7.43

$6.42

London Pacific 68934 $ 7.80 $7.28 $6.32 §7.80

Manufacturer’s LIC 65838 $8.73 $7.87 £6.54 $8.73

National Guardian LIC 66583 $£9.31 $8.15 $6.46 £9.31

Ohto National 89206 $8.49 $7.63 $6.25 $ 8.49

Penn Ins. & Annuity Co. 93262 $ 8.65 $ 7.86 $6.55 $9.39

Penn Mutual 67644 $ 8.65 $7.86 $6.55 $£9.39

Peoples Benefit LIC 66605 $ 8.39 $7.74 $6.62 $8.39

Presidential LIC 68039 $ 8.55 $7.88 $6.71 $8.55

Principal Mutual LIC 61271 $7.60 $6.96 $5.79 $7.62

Providentmutual L&A 70750 $7.39 $6.23 $4.97 $7.39

Prudential Ins. Co. of America 68241 $8.02 $7.25 $6.01 $8.02

Security Benefit LIC 68675 $8.23 $7.59 $6.47 $8.23

Security Mutual/NY 68772 $ 8.51 §7.60 $6.11 $9.50

Southwestern Life 91391 $7.20 $6.65 $5.58 - - -
United of Omaha LIC 69868 $8.36 $7.60 $6.27 $8.36 $7.60 -
USG Annuity & Life 61247 $ 8.77 $7.75 §6.21 $8.77 $£7.75 $6.21

lFigures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998
Exceeds maximum guarantee period allowed by IRS.

46 January 1999 (Winter Issue) ¢ ANNUITY SHOPPER ¢ www.annuityshopper.com




Immediate Annuities Update

Table 11. Single Life Annuities — Female Age 70

o Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yr
(NAIC ID Number) Only C&C C&C
AIG Life Ins. Co. 66842 $7.58 $7.19 $6.28
American Heritage 60534 $7.90 $7.52 $ 6.61
American Life & Casualty 60682 $ 6.81 $6.55 $ 5.80
Berkshire LIC 61433 $7.82 $7.53 $6.71
Canada Life Assurance 80659 $7.57 $7.23 $ 6.44
Commercial Union LIC 62898 $7.45 $7.09 $6.26 $ 7.45 $7.09 $£6.26
Delta Life & Annuity 65145 $7.00 $ 6.64 $5.74 $7.52 $6.97 $5.81
Fidelity & Guaranty LIC 63274 $7.45 $7.14 $6.33 $8.01 $7.47 $6.41
Jefferson Pilot LIC 67865 $7.19 $6.91 $5.99 $7.19 $6.91 $5.99
Keyport Life 65234 $7.37 $7.06 $6.20 $7.85 $7.36 $6.27
| Liné;)lﬁ Benefit Lite Co. 65595 $7.19 $6.91 $6.27 $7.19 $6.91 $6.27
London Pacific 68934 $6.88 $ 6.65 $6.11 $ 6.88 $ 6.65 $6.11
Manutacturer’s LIC 65838 $7.36 $7.03 $6.32 $7.36 $7.03 $6.32
National Guardian LIC 66583 $8.02 $7.48 $6.37 $ 8.02 $7.48 $6.37
Ohio National 89206 $7.37 $6.97 $6.10 §7.37 $6.97 $6.10
Penn Ins. & Annuity Co. 93262 $7.51 $7.22 $6.39 $7.77 $7.37 -
\7Penn Mutual 67644 $£7.51 $7.22 $6.39 $7.77 $7.37 -
Peoples Benefit LIC 66605 $7.55 $7.24 $6.52 $7.55 $7.24 $6.52
Presidential LIC 68039 $7.77 $ 7.40 $ 6.61 $7.77 $7.40 $6.61
Principal Mutual LIC 61271 $6.52 $6.24 $5.55 $ 6.54 $6.26 $557
Providentmutual L&A 70750 $6.60 $5.99 $5.02 $ 6.60 $5.99 $5.02
Prudential Ins. Co. of America 68241 $7.00 $ 6.64 $5.87 §7.00 $ 6.64 $5.87
Security Benefit LIC 68675 $7.24 $£ 6.96 $6.29 $7.24 $6.96 $£6.29
Security Mutual/NY 68772 $7.58 $7.11 $6.04 $7.91 $7.29 $6.05
Southwestern Life 91391 $6.25 $6.01 $5.40 - - -
United of Omaha LIC 69868 $7.39 $7.03 $6.16 $7.39 $7.03 -
USG Annuity & Life 61247 $7.55 $7.08 $6.09 $7.55 $7.08 $6.09

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998
1 - .
Exceeds maximum guarantee period allowed by IRS.
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Table 12. Single Life Annuities — Male Age 75

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'
AIG Life Ins. Co. 66842 $10.19 $ 8.54 $6.50 $10.19 $8.54 $6.50
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 Life Assurance 80659 $10.03 $ 8.63 $6.71 $10.03 $ 8.63 $6.71
Commercial Union LIC 62898 $£9.89 $8.37 $6.48 $9.89 $8.37 $£6.48
Delta Life & Annuity 65145 $9.71 $8.10 $5.99 $£9.02 £7.82 $5.97
Fidelity & Guraranty LIC 63274 $10.09 $8.55 $6.59 $9.39 $£8.28 $6.57
Jackson National LIC 65056 $£9.85 $£8.34 $638 $9.08 $8.02 $6.35
Jefterson Pilot LIC 67865 $9.58 $832 $6.22 $9.58 $£832 $6.22
Keyport Life 65234 $9.75 $6.45 $9.17 $8.17 $6.42

Lincoln Benefit Life Co. 65595 $9.34 $8.17 $6.59 $£8.17 $6.59
London Pacific 68934 $£9.08 $8.02 $6.49 $8.02 $6.49
Manufacturer’s LIC 65838 $10.34 $ 8.65 $ 6.68 $10.34 $8.65 $ 6.68
National Guardian LIC 66583 $11.15 £ 8.89 $6.53 $11.15 $ 8.89 $6.53
Ohio National 89206 $10.21 $8.45 $6.39 $10.21 $8.45 $6.39
Penn Ins. & Annuity Co. 93262 $10.09 $8.56 - $11.21 $8.99 -

Penn Mutual 67644 $10.09 $ 8.56 - $11.21 $ 8.99 -

Peoples Benefit LIC 66605 $9.78 $ 8.48 $6.74 $9.78 $ 8.48 $6.74
Presidential LIC 68039 $10.25 $ 8.64 $6.84 $10.25 $ 8.64 $6.84
Principal Mutual LIC 61271 $£9.07 $7.77 $£5.92 $£9.10 $7.80 $5.94
Providentmutual L&A 70750 $8.37 $6.46 $4.89 $8.37 $6.46 $4.89
Prudential Ins. Co. of America 68241 $9.58 $£8.00 $6.13 $9.58 $8.00 $6.13
Security Benefit LIC 68675 $9.68 $8.39 $ 6.64 $9.68 $8.39 $ 6.64
Security Mutual/NY 68772 $10.20 $8.39 $6.21 $11.47 $8.75 $6.21
Southwestern Life 91391 $8.61 $7.45 $5.76 - - -

United of Omaha LIC 69868 $9.87 $8.34 $6.37 $9.87 $8.34 -

USG Annuity & Life 61247 $10.34 $8.45 $6.32 $10.34 $8.45 $6.32

Exceeds maximum guarantee period allowed by IRS.

figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998
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Table 13. Single Life Annuities — Female Age 75

Non-Qualified Funds Qualitied Funds

Reporting Companies Lite 10yr 20yr Life 10yr 20yr
| (NAIC ID Number)

AIG Life Ins. Co. 66842

American Heritage 60534 $9.25
American Life & Casualty 60682 $7.85
Berkshire LIC 61433 $ 8.98
Canada Life Assurance 80659 $ 8.80
Commercial Union LIC 62898 $ 8.67
Delta Life & Annuity 65145 $ 8.35
Fidelity & Guaranty LIC 63274 $ 8.69
Jackson National LIC 65056 $ 8.58
Jefferson Pilot LIC 67865 $8.30

Keyport Life 65234

| Lincoln Benefit Life Co. 65595
London Pacific 68934
Manufacturer’s LIC 65838
National Guardian LIC 66583
Ohio National 89206

Penn Ins. & Annuity Co. 93262

Penn Mutual 67644 $8.14

Peoples Benefit LIC 66605 $7.99 $6.70
Presidential LIC 68039 $8.18 $6.79
Principal Mutual LIC 61271 $7.04 $5.78
Providentmutual L&A 70750 $6.23 $4.97
Prudential Ins. Co. of America 68241 $7.43 $6.06 |
Security Benefit LIC 68675 $8.41 $7.77 $6.55 $8.41 $7.77 $6.55
Security Mutual/NY 68772 $9.11 $8.01 $6.17 $9.52 $8.11 $6.18
Southwestern Life 91391 $7.39 $6.83 $5.66 - - -
United of Omaha LIC 69868 $ 8.62 $7.81 $6.32 $ 8.62 $7.81 -

USG Annuity & Life 61247 $ 8.84 $7.86 $6.27 $ 8.84 $7.86 $6.27 J

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998
Exceeds maximum guarantee period allowed by IRS.

Buy your annuities direct from the SOURCE. Call 800-872-6684 ¢ 49
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Table 14. Single Life Annuities — Male Age 80

;i Please no

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’
AIG Life Ins. Co. 66842 $12.45 $£9.24 $6.55 $12.45 $9.24 $6.55
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 Lite 61433 $12.34 $9.63 $7.00 - - -

Canada Life Assurance 80659 $12.08 $9.35 $6.77 $12.08 $9.35 $6.77
Commercial Union LIC 62898 $12.01 $£9.05 $6.53 $12.01 $£9.05 $6.53
Delta Life & Annuity 65145 $12.11 $ 8.86 $6.05 $11.24 $8.67 $6.04
Fidelity & Guaranty LIC 63274 $12.35 $9.32 $6.64 $11.46 $9.11 $ 6.63
Jackson National LIC 65056 $12.03 $9.06 $6.44 $11.10 §8.83 $6.43
Jetterson Pilot LIC 67865 $11.60 $£9.09 $6.33 $11.60 $£9.09 $6.33
Keyport Lite 65234 $11.67 $9.16 $6.51 $11.01 $8.98 $6.50

Lincoln Benefit Life Co. 65595 $9.20 $8.93 £6.70 $9.20 $£8.93 $6.70
London Pacific 68934 $10.91 $ 8.80 $6.57 $10.91 $ 8.80 $6.57
Manufacturers LIC 65838 $12.38 $9.18 $6.75 $12.38 $9.18 $6.75
National Guardian LIC 66583 $13.78 $9.52 $6.56 $13.78 $9.52 $6.56
Ohio National 89206 $12.67 $9.18 $6.45 $12.67 $9.18 $6.45
Penn Ins. & Annuity Co. 93262 $12.04 $9.23 - $13.65 - -

Penn Mutual 67644 $12.04 $9.23 - $13.65 - -

Peoples Benefit LIC 66605 $11.67 $9.17 $6.81 $11.67 $9.17 $ 6.81
Presidential LIC 68039 $12.21 $9.37 $6.90 $12.21 $£9.37 $ 6.90
Principal Mutual LIC 61271 $11.22 $ 8.56 $5.88 $11.25 £ 8.59 $5.90
Providentmutual L&A 70750 $9.64 $6.67 $4.90 $9.64 $6.67 $4.90
Prudential Ins. Co. of America 68241 $11.85 $8.71 $6.19 $11.85 $8.71 $6.19
Security Benetit LIC 68675 $11.75 $9.19 $6.73 $11.75 $9.19 $£6.73
Security Mutual/NY 68772 $12.71 $9.13 $6.24 $14.30 $9.29 $6.23
Southwestern Life 91391 $£10.64 $8.26 $£5.85 - - -

United of Omaha 69868 $12.05 $£9.05 $6.42 $12.05 - -

USG Annuity & Life 61247 $12.33 $9.09 $6.37 $12.33 $9.09 $6.37

Exceeds maximum guarantee period allowed by IRS.
’Exceeds maximum guarantee period allowed by IRS.

Flgures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998
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Table 15. Single Life Annuities — Female Age 80

Qualified Funds

Non-Qualified Funds

Reporting Companies
(NAIC ID Number)

AIG Litfe Ins. Co. 66842
American Heritage 60534 $6.90
American Life & Casualty 60682 $6.15
Berkshire Life 61433 -
Canada Life Assurance 80659 $6.75
Commercial Union LIC 62898
Delta Life & Annuity 65145
Fidelity & Guaranty LIC 63274
Jackson National LIC 65056
Jefferson Pilot LIC 67865

Lincoln Benefit Lite Co. 65595 $ 8.58 $8.52 $ 6.66 $ 8.58 $ 8.52 $ 6.66

London Pacific 68934 $9.44 $8.25 $6.50 $9.44 $8.25 $6.50 ~
Manufacturers LIC 65838 $10.36 $8.73 $6.70 $10.36 $8.73 $6.70
National Guardian LIC 66583 $11.76 $9.16 $6.55 $11.76 $9.16 $6.55
Ohio National 89206 $10.91 $8.78 $6.43 $10.91 $8.78 $6.43
Penn Ins. & Annuity Co. 93262 $9.97 $ 8.81 - $10.73 - -
Penn Mutual 67644 $10.73

Peoples Benefit LIC 66605 $10.34

Presidential LIC 68039 $10.83

Principal Mutual LIC 61271 $9.31

Providentmutual L&A 70750 $ 8.37

Prudential Ins. Co. of America 68241 $10.17

Security Benefit LIC 68675 $10.17 $8.70 $6.70 $10.17 $8.70 $6.70
Security Mutual/NY 68772 $11.48 $8.88 $6.22 $11.75 $ 8.87 $6.23
Southwestern Life 91391 $9.10 $7.76 $5.82 - - -
United of Omaha LIC 69868 $10.51 $ 8.67 $6.40 $10.51 $ 8.67 -
USG Annuity & Life 61247 $10.66 $ 8.69 $6.35 $10.66 $ 8.69 $ 6.35

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998
Exceeds maximum guarantee period allowed by IRS.
Exceeds maximum guarantee period allowed by IRS.
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Table 16. Single Life Annuities — Male Age 85

Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yr Life 10yr [ 20yr
(NAIC ID Number) Only C&C C&C Only C&C' J c&C’
AlIG Life Ins. Co. 66842 $14.87 $9.68 - $14.87 £9.68 -
American Heritage 60534 $16.20 $10.32 $6.93 $16.20 $10.32 ’ $6.93
American Life & Casualty 60682 $12.41 $9.12 - $12.41 $9.12 -
Berkshire LIC 61433 $15.12 $10.19 $7.02 - - -
Canada Life Assurance 80659 $14.80 $9.90 $6.78 $ 14.80 $9.90 $6.78
Commeréial Union LIC 62898 $14.94 $9.56 $6.55 $14.94 $9.56 $6.55
Delta Life & Annuity 65145 $15.48 $9.42 $6.07 $14.50 $£9.32 §6.07
Fidelity & Guaranty LIC 63274 $15.82 $9.92 - $14.60 $9.77 -
Jackson National LIC 65056 $15.07 $9.61 $6.45 $14.04 $£9.49 $6.44
$£9.72

Jetterson Pilot LIC 67865 $14.47 $9.72 $6.43 $14.47

Lincoln Benefit Life Co. 65595

London Pacific 68934 $13.51 $9.47 $6.59
Manufacturers LIC 65838 $15.68 £9.75 $6.77
National Guardian LIC 66583 $17.49 $9.94 $6.57
Penn Ins. & Annuity Co. 93262 - $16.46 - -

Penn Mutual 67644 - $16.46 : -
Peoples Benefit LIC 66605 $6.82 $14.48 $9.73 $6.82
Presidential LIC 68039 $6.91 $15.30 $9.93 $£6.91
Principal Mutual LIC 61271 $5.89 $14.92 $9.30 $5.91
Providentmutual L&A 70750 $4.84 $11.33 $6.86 $4.84
Prudential Ins. Co. of America 68241 $6.21 $15.06 $9.23 $£6.21
Security Benefit LIC 68675 $6.75 $14.69 $9.84 $£6.75
Security Mutual/NY 68772 $6.24 $17.90 £9.63 $6.24
Southwestern Life 91391 $5.88 - - -
United of Omaha LIC 69868 $6.43 $15.08 - -

USG Annuity & Life 61247 $6.39 $15.11 $£9.62 $6.39 J
Féi‘éiii :eg:::a;; r;ognut:g nltne(;();réz gsrasillo ?L)é)dal?;uﬁ]{isn'g $100,000 deposit. Survey period: Nove@ber 28, 1998 ;]
Exceeds maximum guarantee period allowed by IRS,
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Table 17. Single Life Annuities — Female Age 85
Non-Qualified Funds

Qualified Funds

Reporting Companies

(NAIC ID Number)

AIG Life Ins. Co. 66842 $13.19 $9.47 - $13.19 $9.47 - ]‘
American Heritage 60534 $14.39 $10.11 $6.93 $14.39 $10.11 $6.93 |
American Life & Casualty 60682 $11.23 $ 8.84 - $11.23 $8.84 - \
Berkshire LIC 61433 $13.11 $9.94 - - - |
Canada Life Assurance 80659 $13.29 $9.70 $9.70 $6.78
Commercial Unio; LIC 62898 $13.30 $9.38

Delta Life & Annuity 65145 $13.56 $9.21

Fidelity & Guaranty LIC 63274 $13.34 $9.55

Jackson National LIC 65056 $9.40

Jefterson Pilot LIC 67865

Lincoln Benefit Life Co. 65595 $9.94 $9.33 $6.74 $9.94 $9.33 $6.74

London Pacific 68934 $11.81 $9.10 $6.57 $11.81 $9.10 $6.57
Manufacturers LIC 65838 $12.81 $9.32 $6.75 $12.81 $9.32 $6.75
National Guardian LIC 66583 $15.20 $9.78 $6.57 $15.20 $9.78 $6.57
Penn Ins. & Annuity Co. 93262 $11.97 $9.53 - $13.09 - -
Penn Mutual 67644 $11.97 $9.53 $13.09 - -
Peoples Benefit LIC 66605 $12.94 $9.51 $12.94 $9.51 $6.82
Presidential LIC 68039 $13.75 $9.75 $13.75 $9.75 $691
Principal Mutual LIC 61271 $11.85 $8.61 $11.89 $ 8.64 $5.88
Providentmutual L&A 70750 $9.64 $ 6.67 $9.64 $ 6.67 $4.90
Prudential Ins. Co. of America 68241 $13.16 $9.01 $13.16 $9.01 $6.20
Security Benefit LIC 68675 $12.88 $£9.56 $6.75 $12.88 $9.56 $6.75
Security Mutual/NY 68772 $15.20 $9.48 $6.24 $14.94 $9.45 $6.24
Southwestern Life 91391 $11.74 $ 8.64 $5.87 - - -
United of Omaha LIC 69868 $13.39 $9.39 $6.43 $13.39 - -
USG Annuity & Life 61247 $13.41 $9.42 $6.39 $13.41 $9.42 $6.39 J

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998
IExceeds maximum guarantee period allowed by IRS.
2pyceeds maximum guarantee period allowed by IRS.
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Table 18. Single Life Annuities — Male Age 90

Non-Qualified Funds Qualified Funds
Reporting Companies Life 10yr 20yt Life 10yrl 20yr
(NAIC ID Number) Only C&C C&C Only C&C Cc&C’
American Life & Casualty 60682 $14.70 $9.59 - $14.70 $9.59
Canada Life Assurance 80659 $18.19 $10.24 $6.78 $18.19 $10.24 $6.78
Delta Lite & Annuity 65145 $19.96 $9.74 $6.08 $19.07- $9.74 $6.08
Fidelity & Guaranty LIC 63274 $21.60 $10.19 - $19.40 $10.12 -
Jackson National LIC 65056 $19.08 $9.95 $6.45 $18.14 $9.90 $6.45

Lincoln Benetit Life Co. 65595 $10.56 $9.58 $£6.75 $10.56 $9.58 $6.75
Manutacturers LIC 65838 $20.26 $10.09 $6.77 $20.26 $10.09 $6.77
National Guardian LIC 66583 $22.43 $10.14 $6.57 $22.43 $10.14 $£6.57
Peoples Benetit LIC 66605 $18.58 $10.18 $6.83 $18.58 $10.18 $6.83
Presidential LIC 68039 $19.64 $10.27 $6.91 $19.64 $10.27 $6.91
Principal Mutual LIC 61271 - $9.61 $5.89 - $9.64 §£5.91
Providentmutual L&A 70750 $13.69 $7.02 $5.02 $13.69 $7.02 $5.02
Security Benetit LIC 68675 $18.81 $10.29 $6.76 $18.81 $10.29 $6.76
Southwestern Lite 91391 $17.61 $9.38 $5.88 - - -

Exceeds maximum guarantee period allowed by IRS.
’Exceeds maximum guarantee period allowed by IRS.

Flgures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998
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Table 19. Single Life Annuities — Female Age 90

Non-Qualified Funds Qualitied Funds

/Immediat

e

Reporting Companies

| (NAIC ID Number) c&C’ N
ﬁAmerican Life & Casualty 60682 $13.64 $9.41 - $13.64 $9.41 - \
Canada Life Assurance 80659 $16.90 $10.15 $6.78 $16.90 $10.15 $6.78 \
Delta Life & Annuity 65145 $18.19 $9.66 $6.08 $19.07 $9.70 $6.08 \
Fidelity & Guaranty LIC 63274 $17.08 $9.97 - $19.40 $10.12 - \
Jackson National LIC 65056 $17.51 $9.86 $ 6.45 $18.14 $9.90 \ $6.45 \

Lincoln Benefit Life Co. 65595

Manufacturers LIC 65838 $9.85 $6.77
National Guardian LIC 66583 $10.09 $6.57
Peoples Benefit LIC $10.08 $6.83
Presidential LIC 68039 $18.06 $10.19 $6.91 $18.06 $10.19 $6.91
Principal Mutual LIC 61271 - $9.15 $5.89 - $9.18 $5.90 ‘
|
Providentmutual L&A 70750 ' $11.33 $6.86 $4.84 $11.33 £ 6.86 $4.84 \
Security Benefit LIC 68675 $16.97 $10.17 $6.76 $16.97 $10.17 $6.76
Southwestern Life 91391 $15.75 $9.25 $5.88 - - -

figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998 l
2Exceeds maximum guarantee period allowed by IRS. ‘
Exceeds maximum guarantee period allowed by IRS.
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Immediate Annuities Update

Table 20. 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 | reducingon | 100% J&S | reducing on | reducing on J&S
Reporting Companies cither primary’s non- either primary’s non-
(NAIC ID Number) death death reducing death death reducing
AIG Life Ins. Co. 66842 $£6.25 £ 6.06 $£5.54 $6.25 $6.06 $5.54
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 $6.26 $6.06 $5.53 $6.26 $6.06 $5.53
Commercial Union LIC 62898 $£6.20 $6.00 $5.49 $6.20 $6.00 $5.49
Delta Life & Annuity 65145 $5.60 - $4.85 $5.61 - $4.89
Fidelity & Guaranty Life 63274 $6.61 $6.22 $5.75 $£6.30 $5.99 $£5.59
Jackson National Lite 65056 $6.09 $5.88 $5.34 $6.05 $5.75 $5.36
Jetferson Pilot LIC 67865 $6.10 $5.82 $5.28 $£6.10 $5.82 §5.28
$6.02 - $5.31 $6.03 $535

Keyport Life 64602

Lincoln Benefit Life Co. 65595 8 6.07 §5.88 $542 $6.07 $5.88 $5.42
Manufacturers LIC 65838 $5.64 $5.45 $4.88 $5.64 $545 $ 4.88
National Guardian LIC 66583 - - $5.65 - - $5.65
Ohio National 89206 $5.89 $5.68 $5.10 $5.89 $5.68 $5.10
Penn Ins. & Annuity Co. 93262 $6.44 $£6.22 $5.65 $£6.55 $6.36 $5.70
Penn Mutual 67644 $6.44 $6.22 $5.65 $6.55 $6.36 $5.70
Peoples Benefit LIC 66605 $6.02 $6.14 $5.75 $6.02 $6.14 $5.75
Presidential LIC 68039 $6.47 $6.25 $5.77 $6.47 $£6.25 $5.77
Principal Mutual LIC 61271 $5.69 $5.50 $£4.97 $5.71 $5.52 $4.99
Providentmutual L&A 70750 $5.59 - $4.23 $5.59 - $4.23
Prudential Ins. Co. of America 68241 $£5.80 $£5.28 §5.12 $5.80 $5.28 $5.12
Security Benefit LIC 68675 $6.08 $5.90 $5.41 - $5.90 $5.41
Security Mutual/NY 68772 - $5.84 $£5.25 - $6.07 $5.36
Southwestern Life 91391 $5.10 $4.93 $4.47 $5.10 $485 $4.51
United of Omaha LIC 69868 $6.16 $5.96 $5.45 $6.16 $5.96 $5.45
USG Annuity & Life 61247 $6.16 $6.16 $5.30 $6.16 $6.16 $5.30
Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998
_ |
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Immediate Annuities Update

Table 21. 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
FIG Life Ins. Co. 66842 $ 6.86 $ 6.61 $35.93 $ 6.86 $ 6.61 $5.93 \
American Heritage 60534 $7.15 $ 6.85 $6.12 $7.15 $ 6.85 $6.12
American Life & Casualty 60682 $6.29 - $5.32 $6.29 - $5.32 \
Berkshire LIC 61433 $7.20 - $6.26 - - -
Canada Life Assurance 80659 $6.87 $ 6.61 $5.92 $6.87 $ 6.61 $£5.92
Commercial Union LIC 62898 $6.78 $6.51 $5.84 $6.78 $6.51 $5.84

Delta Life & Annuity 65145
Fidelity & Guaranty Life 63274
Jackson National LIC 65056
Jefferson Pilot LIC 67865
Keyport Life 65234

Lincoln Benetit Lite Co. 65595

Manufacturers LIC 65838

National Guardian LIC 66583 $6.09
Ohio National 89206 $5.52
Penn Ins. & Annuity Co. 93262 $6.09
Penn Mutual 67644 $6.09
Peoples Benefit LIC 66605 $6.07

Presidential LIC 68039 $6.13
Principal Mutual LIC 61271 $5.30
Providentmutual L&A 70750 $4.54
Prudential Ins. Co. of America 68241 $6.36 $5.64 $5.44 $5.64 $5.44
Security Benefit LIC 68675 $6.63 $6.38 $5.73 - $6.38 $5.73
Security Mutual/NY 68772 - $ 6.41 $5.67 - $6.77 $5.84
Southwestern Life 91391 $5.64 $5.41 $4.80 $5.64 $5.30 $4.85
United of Omaha 69868 $6.73 $ 6.45 $5.79 $6.73 $6.45 $5.79
USG Annuity & Life 61247 $6.84 $6.84 $5.72 $6.84 $6.84 $572

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998

Buy your annuities direct from the SOQURCE. Call 800-872-6684 ¢ 57
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Table 22. 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- cither primary’s non-
(NAIC ID Number) death death reducing death death reducing
AIG Life Ins. Co. 66842 $7.73 $£7.39 $6.48 $£7.73 $7.39 $6.48
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 $8.01 - $6.76 - - -
Canada Life Assurance 80659 $7.71 $7.36 $6.46 $7.71 $7.36 $6.46
Commercial Union LIC 62898 $7.60 $7.23 $635 $7.60 $7.23 $6.35
Delta Life & Annuity 65145 §£7.15 - $5.82 $7.18 - $5.91
Fidelity & Guaranty Life 63274 $8.21 $7.57 $6.78 $7.69 $7.17 $6.49
Jackson National LIC 65056 $7.57 $7.19 $6.27 $7.50 $6.98 $6.30
Jetterson Pilot LIC 67865 $£7.37 $£6.94 $6.03 $7.37 $6.94 $6.03
Keyport Life 65234 $7.43 - $6.20 $7.50 - $6.28

Lincoln Benefit Life Co. 65595 £7.31 $6.96 $6.15 $7.31 $6.96 §6.15
Manufacturers LIC 65838 $£7.67 $7.33 $6.31 $7.67 $7.33 $6.31
National Guardian LIC 66583 - - $£6.72 - - $6.72
Ohio National 89206 $7.49 $7.11 $6.12 $7.49 $7.11 $6.12
Penn Ins. & Annuity Co. 93262 $7.81 $7.44 $ 6.48 $8.20 $7.84 $6.68
Penn Mutual 67644 $7.81 $7.44 $6.48 $8.20 $7.84 $ 6.68
Peoples Benefit LIC 66605 $6.50 $7.05 $£6.50 $6.50 $7.05 $6.50
Presidential LIC 68039 $7.85 $7.47 $6.64 $7.85 $7.47 $6.64
Principal Mutual LIC 61271 $6.95 $6.62 $5.72 $£6.97 § 6.64 $5.74
Providentmutual L&A 70750 $6.74 - $4.92 $6.74 - $4.92
Prudential Ins. Co. of America 68241 $7.17 $6.19 £5.92 $7.17 $6.19 $£5.92
Security Benefit LIC 68675 §7.41 §7.08 $6.21 - $7.08 $6.21
Security Mutual/NY 68772 - $7.23 $6.28 - $7.74 $£6.53
Southwestern Life 91391 $6.41 $6.09 $5.28 $6.42 $5.95 $535
United of Omaha LIC 69868 §7.54 $7.17 $6.28 $7.54 $7.17 $6.28
USG Annuity & Life 61247 87.77 $7.77 $6.29 $7.77 $7.717 $6.29

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998

58 January 1999 (Winter Issue) ¢ ANNUITY SHOPPER ¢ www.annuityshopper.com




mmediate Annuities Update

Table 23. J

oint & 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 death \ death reducing
AIG Lite Ins. Co. 66842 $ 8.99 § 8.51 $7.31 $ 8.99 $ 8.51 $7.31 \1
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 Life Assurance 80659 $8.90 $ 8.40 §7.23 $ 8.90 $ 8.40 $7.23
Commercial Union LIC 62898 $ 8.77 $8.25 $ 7.08 $8.77 $ 8.25 $ 7.08

Delta Life & Annuity 65145 $ 8.51 -

Fidelity & Guaranty Life 63274 $8.92 $8.21

jackson National LIC 65056 $8.74 $8.02 | $7.10
Jetterson Pilot LIC 67865 $ 8.45 $7.89 $6.70 |

Keyport Life 65234 $ 8.63 - $7.07

Please

Lincoln Benefit Life Co. 65595
Manufacturers LIC 65838
National Guardian LIC 66583
Ohio National 89206

Penn Ins. & Annuity Co. 93262
Penn Mutual 67644

Peoples Benefit LIC 66605
Presidential LIC 68039
Principal Mutual LIC 6127 1

$ 8.49 $7.37

$7.72 \ $7.17 \
$759 | $ 6.42 \

Providentmutual L&A 70750 - \ $5.38
Prudential Ins. Co. of America 68241 $7.02 $6.65 J
Security Benefit LIC 68675 $8.54 $ 8.06 $ 6.91 - $8.06 5691
Security Mutual/NY 68772 - $8.44 $7.19 - $9.10 $7.54
Southwestern Life 91391 $7.50 $7.06 $5.98 $7.54 $ 6.90 $ 6.08
United of Omaha 69868 $8.72 $8.20 $7.01 $8.72 $8.20 $7.01
USG Annuity & Life 61247 $9.03 $9.03 $7.09 $9.03 $9.03 $ 7.09

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: November 28, 1998

Buy your annuities direct from the SOURCE. Call 800-872-6684 ¢ 59
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Equity Indexed Annuities Update

quity index annuities
(‘ElAs’) 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

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

How to Compare EIAs

The biggest difficulty in compar-
ing El1As 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-
tumns 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 earnings 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

nnuities Update

is the index value on the date the
EIA was issued. (The starting
point is not reset ecach 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.

EFguity Indexed Annuities Update

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 EJA should nof 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 com-
panies. State laws specify the lines of insur-
ance covered by these funds and the dollar
limits payable. Coverage is usually for individ-
ual policyholders and their beneficiaries and
not for values held in wunallocated group

contracts. Most states also restrict insurance
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 Organiza-
tion of Life and Health Insurance Guaranty
Associations (NOLHGA, 13873 Park Center
Road, Suite 329, Herndon, VA 22071). NOL-
HGA provided the information summarized
below:

Max. aggregate Max. death benefit Max. liability for cash Max. liability for Insurance

benefits for alt with respect or withdrawal value present value of Commisioners’
State lines of insurance to any one life of life insurance policy an annuity contract 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
Illinois $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) 297-1737
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
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Annuities which are invested in an in-
surance company’s General Account are
as secure as the stability of that

investment portfolio.

carrier’s

Annuities are not

federally 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 W

high grades from

hich get

several rating agencies.

These rating opinions are based on factors

such as ability to pay claims, quality of

investments, and ability to withstand
The five rating
are AM. Best’s,
Standard & Poor’s, Moody’s, Duff &
Phelps, and Weiss Research. Agencies’

economic downturns.
services presented here

assessments of the same company
Analysts may disagree, for

differ.

may

instance, about how much is too much

when it comes to junk bonds,
mortgages or foreclosed

bad

real estate.

urance Company Ratings

Keep in mind, t0o, that most insurance
companies farm out some of the risk of
their policies to other companies through
reinsurance agreements. This 18
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 valid.
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 AM. 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 5th
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 Insurance Company Ratings

A.M.Best
# Cos.
Grade Rank 910
A+t m 47
A+ (2] 160
A 3] 227
A- 4] 177
B++ 5] 87
B+ 61 122
B (7] 44
B- (8] 19
-—C++ 9] 8
Cc+ [10] 11
C 1 6
C- - [12] —;——
D [13] na
1
E 114 na
as of 8/98

Grade

S&P

Rank

Moody’s Duff &Phelps Weiss Ratings
#Cos. # Cos. # Cos. # Cos.
363 Grade Rank 201 Grade Rank 231 Grade Rank 1235

AAA

as of 8/98

47 AAA

62 10

as of 8/98

as of 8/98

as of 8/98
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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 pertor-
mance in comparison with others. Best’s
ratings should not be taken as a guar-
ranty of any insurer’s current or future
ability to meet its contractual obliga-
tions. Best’s charges an insurer $500 for
a letter rating. (Contact A.M. Best Com-
pany, Oldwick, 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 quar-
terly 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 moditier
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
management.

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

Rating Agencies

Rating Categories
A++, At 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

P Pooled Rating

r Reinsured Rating

e Parent Rating

X Revised Rating

w Rating Watch List

g Group Rating

H Consolidated Rating

q Qualified Rating

“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 eligible for
a Best’s Rating and is based on the following
merical scale.

Secure Ratings

No Rating Opinion
L oeereeeerenassesensnnassessssnsaasss Not Assigned

Ratings and reports on individual
companies are available from AM.
Best. The cost of the report, which
includes the company’s rating, is $20.

You can also receive just the letter rat-
ing by dialing a 900 number. (Thisis a
toll call at $2.50 per minute.) Call AM.
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 tinancial
capacity to meet its insurance obliga-
tions. S&P forms its opinion by examin-
ing industry-specific risk, management
factors, operating performance and capi-
talization. Industry-specific risk ad-
dresses the inherent risk in and diversity
of the insurance business being under-
written. Management factors include
how management defines its corporate
strategy and the effectiveness of its op-
erations and financial controls. Operat-
ing performance focuses on a company’s
trend for current and future earnings.
For capitalization, S&P looks at the
company’s capital 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 soO
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
ratings are divided Into two broad classi-
fications. Rating categories from ‘AAA’
1o ‘BBB’ are classifed as “secure” and
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indicate insurers whose financial capac-
ity to meet policyholder obligations is
viewed on balance as sound. Ratings cat-
egories from ‘BB’ to ‘CCC” are classi-
fied as “vulnerable” and indicate insur-
ers whose financial capacity to meet pol-
icyholders obligations is viewed as vul-
nerable to adverse economic and under-
writing conditions. Plus (+) and minus
(-) signs show relative standing within a
category; they do not suggest likely up-
grades or downgrades. For certain com-
panies, 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 tiled
with the National Association of Insur-
ance Commissioners. Annuity & Life
Insurance Shopper does not include the
‘q’ subscript 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.

Vulnerable 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.

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
policyholder obligations. Moody’s
considers both quantitative and quali-
tative factors in the following areas:
product lines, industry competitive
positions, markets, distribution sys-
tems, organizational structure, earn-
ings trends and protitability, perfor-
mance and quality of investments, as-
set/liability management and liquidity,
surplus position relative to risk profile
and affiliated companies. A very im-
portant part of the evaluation is under-
standing management’s philosophy
and the company’s strategic direction.
The rating, therefore, involves judg-
ments 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.

Rating Agencies

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 lig-
uidity. The evaluation involves both
quantitative and qualitative factors.
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Rating Agencies

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.e.
AAA, AA, A, BBB, BB, B, CCC). The
ratings below AAA may be moditied by
the addition of a plus or minus sign to
show relative standing within those

grades.

Rating Categories

AAA Highest claims paying ability. Negligible
risk.

AA+ Very high claims paying ability.

\A 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.

ccce 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.

Weiss Ratings

Weiss Ratings, Inc. a recent entrant
in the insurance rating business, began
offering its Weiss Safe 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
increased. The most important indica-
tors used are risk-adjusted capital ra-
tios, which evaluate a company's €x-
posure to investment, liquidity, and
insurance 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 be-
low). Weiss’ rating standards are gen-
erally more conservative than those
used by other agencies. For example,
the distribution of 1991 Weiss’ rank-
ing 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% at E, and 3.1% at F.
Whereas Weiss’ ratings closely fol-
lowed a beli-shaped distribution, the
ratings by Best’s, S&P, and Moody’s
tell predominantly in the Aand B
classifications alone.

To achieve a top Weiss rating, a
company must be adequately prepared
to withstand the worst-casc 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,
investment safety, profitability, lever-
age, and size. A company that has a
very weak investment component but
does well in all other categories would
still rate poorly. This means that com-
panies rated less than B can remain
viable provided the economic environ-
ment remains relatively stable. A de-
tailed description of Weiss’ rating
scale follows below. For further infor-
mation 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 fi-
nancial security. Ithas maintained a conserva-
tive stance in its investment strategies business
operations and underwriting commitments.
While the financial position of any company is
subject to change, we that has the resources
necessary to deal with severe economic condi-
tions.

Good. This company offers good financial
security and has the resources to deal with a
variety of adverse economic conditions. How-
ever, 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 weaknesses
which could negatively impact policyholders.
In an unfavorable economic environment,
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 policyhold-
ers 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 possibility 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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