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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 4 T op Fixed 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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Retirement & Pension Issues

Benefit Plan Investigations: A Primer
From PWBA’s Enforcement Director

Many administrators of pension and
welfare benefit plans may wonder how
the DOL selects targets for investiga-
tion. According to Virginia C. Smith,
Director ot Enforcement at the DOL’s
Pension and Welfare Benefits Admini-
stration (PWBA), most investigations
under Title I of ERISA are triggered by
complaints from plan partici-
pants themselves. In addition,
Smith told attendees at a Sep-
tember 10 conference in
Washington, D.C., on em-
ployee retirement and welfare
Plans of tax-exempt and gov-
ernment employers, inves-
tigations can be triggered by
problems detected in the
Forms 5500 filed with the
DOL, leads from other agen-
cies, or tips from the media.

Types of DOL investiga-
tions. Smith explained that
there are three categories of
DOL investigations:

e g limited investigation, gen-
erally consisting ot a quick
look at relevant plan docu-
ments to see if there are any obvious
problems;

e a fiduciary investigation, which is
more serious and sometimes is con-
verted from a limited investigation;
and

e a criminal investigation, which pres-
ents the most serious danger to a
plan. A criminal investigation might
stand alone, but it also could be con-
verted from a civil investigation
(such as a fiduciary investigation) or
run concurrently with a civil investi-
gation.

Regardless of the type of investiga-
tion, the first thing the DOL usually
wants to do is look at the plan docu-
ments. Lest administrators of govern-
mental or church plans (which gener-
ally are exempt trom ERISA) be too

complacent about the prospect, Smith
observed that Title I of ERISA gives
the DOL authority to examine plan
documents to determine whether a
given plan is covered by or exempt
trom the statutory requirements. Smith
made clear that, if it meets resistance,
the DOL has the power to issue sub-

4,
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poenas for the plan documents, sworn
testimony from plan administrators, or
both. Moreover, she noted, the DOL
(unlike the IRS, at least in some cir-
cumstances) does not reimburse any
target or third party for costs associated
with gathering and submitting docu-
ments, because the agency considers
them simply part of the “cost of doing
business.” Although the DOL always
requests original documents, in some
cases the target of an investigation
might be able to negotiate the pro-
duction of copies instead. The target
would, however, have to pay the copy-
ing costs. Finally, Smith wamned that
the DOL takes a very dim view of any
claim of attorney-client privilege that a
target may raise in response to all or
part of a document request.

Smith explained that there are gener-
ally three possible outcomes to a DOL
investigation:

o First, the DOL may tind no ERISA
violation, in which case the investi-
gation is closed, usually accompa-
nied by a letter to the target inform-

ing it that no violation was

found.

¢ Second, the DOL may find a
comparatively minor violation.
In these cases, the agency in-
forms the target of its findings
and may invite the target to
discuss possible means of ad-
dressing the problem. (When a
target finds itself in this situa-
tion, Smith recommended that
it cooperate as tully as possible
and consider caretully accept-
ing any suggestions made by
the DOL.)

e Third, the DOL may find a
violation so serious that the
agency elects to bring litigation
directly against the target.

Fiscal year 1999 priorities.

Smith outlined the DOL’s national in-
vestigative priorities for the fiscal year
that begins October 1. The national
priorities are determined based on the
areas where the DOL believes the most
abuses exist. In addition, each of the
DOL’s regional otfices is free to set up
its own priority areas for investigation.

The 401(k) project. In the pension
benefits area, Smith indicated, one ma-
jor focus of the DOL will be the “401
(k) project,” which grew out of numer-
ous complaints by plan participants
concerning the handling of their salary
deductions. In many cases, Smith said,
the DOL discovers that the partici-
pants’ money was not getting into the
plan until very late, if at all. When a
plan administrator diverts 401(k)

(Continued on page 8)
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Retirement & Pension Issues |

money to other uses or (in the most
egregious cases) steals it outright, she
noted, a criminal case is sure to follow.

Another part of the 401(k) project is
participants’ (and the DOL’s) concern
with excessive or unexplained fees asso-
ciated with the plans. Although the
DOL has yet to bring any enforcement
actions based on 401(k) tees, it brought
and recently settled a somewhat similar
case involving 12b-1 fees in the context
of mutual fund transactions. It therefore
seems virtually certain that an enforce-
ment action based on excessive 401(k)
fees eventually will follow.

Health care benefits. In the health
care benefits field, Smith said, the DOL
is particularly concerned with investiga-
tions of abusive practices related to
multiple employer weltare arrange-
ments (MEWAS) and Administrative
Services Only (ASO) contracts. With
regard to MEWAs, the DOL intends to
root out “unscrupulous MEWA opera-
tors” who “prey on” well-meaning
smaller employers that want to provide
their employees the best health care
coverage they can obtain. Because a
MEWA can give a third party extensive
control over many plan operations af-
fecting a large number of employers,
MEWA operators may have more op-
portunities than most third parties in-
volved with employee benefit plans to,
for example, misappropriate plan funds.

ASOs similarly tend to involve
smaller employers that have self-
insured health plans and that contract
with a third party to handle administra-
tive services, such as the payment of
benetits. One problem the DOL has run
across repeatedly in these situations,
Smith said, is that the ASO provider
negotiates a substantial discount with a
hospital or other health care provider
but fails to tell either the employer or
the employee about the discount. As a
result, both the employer and plan par-
ticipants usually end up paying consid-
erably more than they should (the latter
in the form of excessive copayments),
while the ASO provider pockets the dit-
ference.

Year 2000 problem. Smith stressed
that, regardless of the type or subject of

the investigation, all targets through
December 31, 1999, should expect to be
questioned by DOL investigators about
the status of their Year 2000 (Y2K)
computer system compliance. She reit-
erated the point made in two DOL press
releases in February and July 1998,

which emphasized that plan administra-

tors and other fiduciaries ultimately are

responsible for all matters regarding

plan operations, including Y2K compli-
ance.

Because plan fiduciaries must dele-
gate many functions to others—but gen-
erally remain liable for any malfeasance
or negligence on their part—Smith
stressed that they also need to be par-
ticularly vigilant about the Y2K prepa-
rations by third-party administrators
(TPAs), service providers, and invest-
ment managers, who actually perform
many of the calculations that affect plan
participants. Not surprisingly, few third
parties are willing to give plan fiduciar-
ies a firm certification of their Y2K
compliance. In most cases, Smith pre-
dicted, a plan fiduciary can expect to
receive a vaguely worded response and
then will have to make a considered
Judgment about its adequacy. A com-
plete tailure or refusal to respond to in-
quiries about Y2K compliance, how-
ever, is a red flag that should prompt a
fiduciary to reconsider whether it wants
to continue doing business with that
third party.

Finally, Smith warned fiduciaries
against relying on plan accountants and
auditors to catch or address any Y2K
problems. Their engagement letters
should be reviewed caretully to deter-
mine exactly what obligations the ac-
countants and auditors may have in this
regard. In many cases, there may be an
explicit disclaimer of obligation for
Y2K matters.

o For turther information about DOL
investigations and enforcement, visit
the PWBA’s Web site, http://www,
dol.gov/dol/pwba. For copies of publi-
cations, call the DOL’s toll-free hot-
line at (800) 998-7542.

Reprinted from Pension & Benefits Week, September 28,
1998 issue. Research Institute of America Group. Sub-
scriptions: 800-421-9025, $275/yr.

EBRI Surveys Small
Employers on Individual
Social Security Accounts

As debate about how to reform Social
Security continues, most small-business
owners are unaware of how they might
have to help operate proposed Social
Security individual accounts, and one-
fifth of those who favor them are un-
willing to pay any extra administrative
costs, according to a survey released by
the Employee Benefit Research Institute
(EBRI).

Under various “individual account”
proposals introduced in Congress,
workers would be able to invest a por-
tion of their Social Security payroll
taxes in the private financial markets.
Such reform proposals would be likely
to atfect the way that payrolls are proc-
essed. The almost 5 million small em-
ployers in the U.S. (those with fewer
than 100 workers) are a critically im-
portant player in that process, since
they employ about 41% of all private-
sector full-time workers in the nation.

The EBRI survey, based on inter-
views with 500 small business owners,
found that when small business leaders
were asked a generic question about
support of, or opposition to, individual
Social Security accounts with no men-
tion of cost, a majority (57%) favors
some type of individual accounts. But
the survey also found that almost two-
thirds had not thought about the possi-
bility that they might be required by law
to help administer individual Social
Security accounts. Once they had con-
sidered that possibility, and specific op-
tions, 61% said they were less likely to
support the concept. Since most small
employers support Social Security indi-
vidual accounts only if they don’t have
to pay for them-—and many don’t sup-
port them at all—EBRI concluded that
the cost and burdens of administration
will ultimately define support or opposi-
tion from the small business commu-
nity.

Adapted from Pension and Benefits Week, Decem-
ber 14, 1998 issue, Research Institute of America
Group. Subscriptions: 800-421-9025, $2754r.
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Retirement & Pension Issues

Plans Didn’t Meet
Minimum Participation
Test After Failed
Terminations; Owner-
Participant Taxed on His
Vested Benefits

The detined benefit and money
purchase pension plans of a company
wholly-owned by a participant went
through some of the steps in the
termination process, but did not
terminate in accordance with applicable
regulations. Because the ongoing plans
didn’t meet the minimum participation
requirement atter the purported
terminations, the owner-participant
was taxed on his vested accrued
benefit at the end of each plan year
during which the plans didn’t meet
that qualification requirement.

(Frank and Roberta Gant
(1998, TC) TC Memo 1998-
440) E

Did company terminate
plans? Frank Gant was the
president and sole shareholder of ¢
0O.W.G. Products, Inc.
(Products). Products adopted a P
defined benetit pension Plan and
a money purchase pension plan
etfective July 1, 1980, with a plan year
ending on June 30. In October, 1987,
Products’ board of directors adopted a
resolution terminating the plans, and
Gant wrote a letter asking the plans’
third-party administrator to terminate
the plans. Gant, as trustee, distributed
benefits and annuity contracts to
participants in both plans in December,
1988.

Despite the October, 1987 resolution
terminating the plans, neither Products
nor Gant gave written notice to plan
participants ot the intent to terminate
the pension plans. And the board
adopted a September 1, 1988 resolution
converting the money purchase plan to
a profit sharing plan despite its carlier
resolution terminating the plan.
Products didn’t file a Standard
Termination Notice Form 500 with
PBGC until 1992, and the PBGC

e

rejected the filing for non-compliance.

It’s not terminated ’til it’s
terminated. The Tax Court held that
the defined benetit plan was not termi-
nated in 1988, so it remained subject to
qualification requirements. Under Reg
§ 1.411(d)-2(c)(2), a single-employer
defined benetit plan subject to PBGC
coverage (such as the Products defined
benefit plan) can be considered
terminated only if' it is terminated
under ERISA § 4041. Distress and

standard terminations are the
only forms of plan

Products for the plan year ended June
30, 1988 (the plan year of the purported
termination) stated that the plan was
not terminated. Products did not notify
participants ot the termination of the
money purchase pension plan. The
Forms 5500-R filed for the successor
profit sharing plans tor the fiscal 1989
and 1990 plan years also stated that the
plans were not terminated. Further, the
reported value of plan benefits was
substantially greater than the amount
distributed to participants. And the
conversion of the plan to a profit
sharing plan in September 1988 was
inconsistent with the board’s stated
intent to terminate the plan in its 1987
resolution.

Ongoing plans don’t meet mini-
mum participation test. As ongoing
plans, the defined benefit and profit
sharing plans were subject to the Code

Sec. 401(a)(26) minimum

... participation requirement in

1991. To satisty Code Sec. 401
(2)(26), a plan must benetit
i either 50 employees, or 40%
5 of all employees. Gant

termination provided by ERISA § 4041.

There was no distress termination here
since that requires a PBGC tinding that
one of the distress termination criteria
applies. There was no such PBGC
tinding here. Nor were the standard
termination requirements met in 1988.
There was no notice to affected parties
and PBGC of the intent to terminate,
nor was there a notification to each
participant of the amount of his or her
benefit as of the termination date, and
the data Used to calculate the benefit.

The Tax Court also held that the
money purchase pension plan was not
terminated in 1988. Under Reg § 1.411
(d)-2(c)(3), a qualitied plan not subject
to PBGC coverage (such as the
Products money purchase pension plan)
is terminated if it is voluntarily
terminated by the employer, taking into
account all the facts and circumstances.
Here, the Form 5500-R filed by

#  admitted that only 15 of the
66 cligible employees

e participated in the plans in

1991, so the plans failed to meet
the minimum participation
requirements.

Consequences to highly compen-
sated employee. Under Code Sec. 402
(b)(4)(A), if a plan fails to satisty the
Code Sec. 401(a)(26) minimum
participation requirement, a highly
compensated employee must include in
his income his vested accrued benefit
under the plan as of the end of the plan
year. The term highly compensated
employee includes a more-than-5%
owner such as Gant. Thus, Gant’s 1991
income includes his June 30, 1991
vested accrued benefit in the plans, and
his 1992 and 1993 income includes his
accruals tor the 1992 and 1993 fiscal
plan years.

Reprinted from Pension and Benefits Week,
January 11, 1999 issue, Research Institute of
America Group. Subscriptions: 800-421-9025,
$275kr.
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DOL Official Testifies Before Senate

Committee on Y2K Problem

In testimony before the Senate Spe-
cial Committee on the Year 2000 Tech-
nology Problem, Alan Lebowitz, Dep-
uty Assistant Secretary for Program
Operations, PWBA, outlined the steps
that plan fiduciaries should take to ad-
dress the Year 2000 computer prob-
lems. He also described what the
PWBA has done to help fi-
duciaries understand their
roles and responsibilities in
addressing the problem.
(Alan Lebowitz’s testimony
before Senate Special Com-
mittee on the Year 2000
Technology Problem,
PWBA'’s web site at http://
www, dol. gov/dol/pwba)

In his September 17th
testimony, Lebowitz said
that the Year 2000 or
“Y2K” problem could have
a substantial impact on plan
investments, benetit pay-
ments, and other essential
plan operations. Therefore,
plan fiduciaries are respon-
sible for establishing and
implementing a strategy to
evaluate and ensure Year
2000 compliance, he said.
Because of the complex and
technological nature of this
problem, plan tiduciaries may need to
hire competent outside consultants and
experts to inventory, review, assess,
convert and test the computer systems
relating to the plan, he warned. The
plan fiduciary’s selection of Y2K serv-
ice providers is subject to the same fi-
duciary considerations as the selection
of other plan service providers, accord-
ing to Lebowitz.

Plan fiduciaries have an obligation
not only to address the Year 2000 prob-
lem as it relates to computer systems
under their control, but also to deter-
mine whether the plan’s critical opera-

tions will be endangered by the com-
puter systems of individuals and or-
ganizations that provide services to the
Plan, such as third party administra-
tors, Lebowitz said. In this regard, plan
fiduciaries are responsible for obtaining
information sufficient to evaluate the
Year 2000 compliance of all of the

plan’s existing service providers and
determining what action is appropriate
to ensure that the interests of the plan
and its participants and beneficiaries
are protected. In addition, when select-
ing service providers, plan fiduciaries
should include Year 2000 compliance
among the factors to be considered, Le-
bowitz said. The plan fiduciary is also
responsible for monitoring service pro-
vider operations to ensure ongoing
compliance and protection of the plan’s
interests.

Due to the pervasive nature of the
Year 2000 problem, it may not be pos-

sible to prevent a disruption ot com-
puter operations. Because of that possi-
bility, a plan fiduciary must determine
how best to protect the plan and its par-
ticipants and beneficiaries by establish-
ing a contingency plan that will be im-
plemented in the event the plan’s es-
sential operations are affected, Lebo-
witz said.

Even though many serv-
ice providers to plans
may have responsibility
under existing licenses,
agreements or mainte-
nance contracts to par-
ticipate in solving the
problem and developing
contingency plans, in the
end it is the plan fiduci-
ary’s responsibility to be
certain that their service
providers are on top of
the problem, according
to Lebowitz.

401(k) plan considera-
tions. Lebowitz said that
the obligation to con-
sider Year 2000 compli-
ance 1s especially impor-
tant for employers pro-
viding retirement bene-
fits through 401(k)
plans. Just as with the
selection of service providers, fiduciar-
ies of plans must also consider Year
2000 preparedness in selecting invest-
ments and assessing their current port-
folios. Participants in 401(k) plans con-
tribute part of their salary towards their
retirement savings and may, in many
instances, assume responsibility for di-
recting their own investments trom in-
vestment options selected by the plan
fiduciaries.

The PWBA strongly encourages plan
administrators to disclose to their par-
ticipants and beneficiaries the extent of

(Continued on page 12)
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(Continued from page 10,

the plan’s Year 2000 preparedness and
the steps being taken to ensure that the
Year 2000 issue does not interrupt the
operation of the plan or participants
and beneficiaries access to their indi-
vidual accounts, Lebowitz said. In addi-
tion, because information regarding
Year 2000 compliance may be neces-
sary to make an informed investment
decision, participants and beneficiaries
in 401(k) plans who have responsibility
for directing their investments, like
plan fiduciaries, should consider Year
2000 issues when determining how to
invest their retirement assets.

PWBA’s initiatives. Lebowitz also
described the steps taken by the PWBA
to help fiduciaries and others address
the problem. PWBA has:

e implemented a comprehensive na-
tional outreach program to help tidu-
ciaries (responsible for over 700,000
pension plans and more than 4.5 mil-
lion other employee benetit plans) be
as prepared as possible to address the
Year 2000 issue;

e issued two national alerts to the em-
ployee benefit community warning
plan administrators about the Year
2000 sottware problem and calling
tfor immediate action;

e developed an extensive question and
answer brochure designed to give
employers and other plan officials an
understandable explanation of how
the Year 2000 problem impacts their
employee benetit plans and what
steps they need to take to address the
problem;

e posted all its Year 2000 materials on

its Internet site at http://www.dol.
gov/dol/pwba, and has made those
materials available through a toll-fee
publication hotline at (800) 998-
7542,

e provided technical assistance in re-
sponse to hundreds of telephone in-
quiries on the issue both at the na-
tional office and at the 15 regional
and district offices;

e conducted a grass-roots education
campaign to raise the ERISA fiduci-
ary implications of the Year 2000
problem in speeches, lectures and
other presentations to groups of plan
sponsors and employee benetit plan
protessionals;

¢ worked with the American Institute
of Certitied Public Accountants
(AICPA) in ensuring that the
AICPA’s 1998 Audit Risk Alert for
the employee benetit plan industry
contains a section that gives guidance
to employee benefit plan auditors on
informing clients about Year 2000
preparedness;

e already been reviewing the Year
2000 problem in the course of new
and ongoing PWBA investigations.

Reprinted from Pension & Benefits Week, September 28,
1998 issue. Research Institute of America Group. Sub-
scriptions: 800-421-9025, $275/yr.

Survey Shows Employ-

~ers Will Not Increase

Retirement Benefits to
Cover Social Security
Shortfall

According to KPMG’s Retirement
Benefits in the 1990s: 1998 Survey,
more than 50 percent of the approxi-
mately 1,300 respondents said they
would not increase retirement benetits
if Social Security benefit amounts were
reduced as part of the solution for So-
cial Security solvency. Only 18 percent
said that they would increase benefits
while 29 percent were undecided. Com-
pared with 1997, more employers
moved into the “no increase™ category.

Other highlights of the KPMG survey:

o Asin 1997, more employees were
ottered a 401(k) plan than any other
type of plan. For all employees of-
fered a retirement plan, 77 percent
were offered a 401(k) plan while 61
percent were otfered a detined bene-
fit plan.

o Illustrating the eftect of education
on 401(k) plan participation, 401(k)
plan participation rates are 6 per-
centage points higher than average
when seminars are ottered to em-
ployees, and 17 percentage points
higher than when no seminars are
offered.

e Plan sponsors do not believe that
expanded IRAs, such as the tax-free
Roth IRA, will reduce 401(k) plan
participation—=8&8 percent said the
nondeductible Roth IRA will not
decrease participation, and 91 per-
cent said the increased availability
of deductible IRAs will not decrease
participation.

Most employers think that their em-

ployees are well-informed about their

retirement plan, and, to some extent,

believe that their employees have a

good understanding of their plan and

its benefits. Thirteen percent feel that
their employees do not have a good un-
derstanding of the plan.

Reprinted from Pension & Benefits Week, August 24,
1998 issue. Research Institute of America Group. Sub-
scriptions: 800-421-9025, 8275/yr.
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Continuing Education

Tax Court Issues
Decision Permitting
Partial Exchanges

On December 30, 1998, the Tax
Court released the decision in Conway
v. Commissioner, in which the Court
held that a direct transfer of a portion
of funds invested in an existing annuity
confract to a new annuity contract
qualitied as a nontaxable exchange
under section 1035 of the Code.
After the transfer, the taxpayer
owned two separate annuity
contracts, each with a
ditferent company.

Under the facts set forth,
the taxpayer owned an
annuity contract with
Company A with a “total
purchase price of
$195,643.” This contract
was purchased in 1992.
Two years later the
taxpayer requested
company A withdraw
$119,000. from the
contract and transfer the
tunds directly to Company
B for the purchasc of a new
annuity contract from
Company B. Upon receipt of
the tunds from Company A as
well as the taxpayer’s application,
Company B opened an annuity
contract for the taxpayer with an
investment of $109,000 (the original
$119,000 less the $10,000 surrender
charge). The taxpayer indicated on the
Company B application that the
withdrawal of the funds from the
Company A annuity contract and
transfer ot the funds to Company B
were to be treated as a section 1035
exchange.

The taxpayer did not report any
taxable income relating to the transter
of the funds trom the Company A
annuity to the Company B annuity. On
audit, the Service determined that the
taxpayer’s transfer of the tunds trom
the Company A annuity to Company B
did not qualify as a section 1035

exchange and that the taxpayer had
received taxable income from the

transaction. In the decision, the Court
summarized the arguments made by the
Service and by the taxpayer. In brief,
the Service had argued ‘that because
the entire {Company A} annuity
contract was not replaced by the
annuity contract,

{Company B}

petitioner’s

withdrawal of $119,000 from

the {Company A} annuity contract,

does not qualify as a nontaxable
exchange under section 1035.

The taxpayer’s argument provided
“that because {Company A} did not
distribute any funds to her personally
but rather transferred the funds directly
to {Company B} and because she gave
up a portion of her {Company A}
annuity contract solely in exchange for
the new {Company B} annuity
contract, the transaction should qualify
as a nontaxable exchange of annuity
contracts under section 1035.”

The Court agreed with the taxpayer,
basing its ruling on the wording of
Section 1035, its regulations and

legislative history. It found that:
Neither section 1035 nor the
regulations condition nonrecognition
treatment upon the exchange of an
entire annuity contract. Respondent
{Service} cites no authority to support
respondent position that non-
recognition treatment under section
1035 is limited to exchanges involving
replacement of entire annuity
contracts. Neither the statute
nor the regulations contain
any such requirement,
either expressly or by any
necessary implication.
The Court determined
that a broad
definition of
exchange, within
the meaning of
section 1035, was
appropriate and that
as a result of the
transaction  the
taxpayer was “in
essentially the same
position  after the
exchange as she was in
before the exchange, and the
same tunds are still invested in
annuity contracts (less the surrender
fee), except that now the petitioner
owns two annuity contracts.” Thus, the
court concluded that the taxpayer’s
“direct exchange of a portion of her
{Company A} annuity contract for a
new {Company B} annuity contract
qualities under section 1035 and that
no gain to the petitioner is to be
recognized by reason of the exchange.
This case is significant as it explicitly
permits a partial exchange to fall
within the nonrecognition provisions of
section 1035. This is an area of prior
uncertainty. Historically, the Service
has indicated that partial exchanges are
essentially surrenders for tax purposes
and that the provisions of section 1035
(for exchanges) do not apply. We do
not have any information as to how the
IRS will respond to this decision.

Reprinted from the Januarv 1999 General
Bulletin issued by the American Council of Life
Insurance
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Retirement Planning: Making It Last Forever

The greatest fear retirees have is
running out of money while they're
still alive. Everything else pales in
comparison to that. The challenge is to
make limited capital provide an income
that lasts a lifetime.

Most investors focus on market risk
and rate return as the main factors
affecting how long their portfolio will
last. However, there is another
important variable that is directly
under their control: the withdrawal
rate. Retirees can draw valuable
lessons trom a caretul examination
of how much can be safely
withdrawn from a portfolio without
depleting the whole nest egg.

While it might be simpler to use
“average” returns when planning, in
real life returns are variable. An
invaluable resource for studying this
problem is a paper entitled by
Retirement Savings: Choosing a
Withdrawal Rate That is Sustainable
by three professors from Trinity
University—Philip Cooley, Carl
Hubbard, and Daniel Walz. The
authors focussed on actual historical
annual stock and bond returns rather
than average historical performance.

The Study, Simplified

Using annual stock and bond returns
from 1926 to 1993, the authors looked
at five possible portfolios ranging from
100% stocks to 100% bonds, and
cvaluate the impact of fixed annual
distributions ranging trom 3% to 12%
of the initial portfolio value. Stock
returns are represented by the S&P
500, while long-term, high-grade,
domestic corporate bonds were the
proxy tor the bond porttolio. The
authors examined each portfolio/
distribution combination over four
payout periods ranging from 15 to 30
years, and calculated the probability of
maintaining a given withdrawal
amount for each period. A successtul
porttolio was one that had a terminal
value greater than zero at the end of the
period.

They repeated the entire process for
withdrawals with inflation adjustments.
For added comparison, the exercise was
duplicated using only the past 50 years’
data. As one might expect, eliminating
the Depression improved results across
the board. Finally, they compiled a
terminal value range for each portfolio.

At 6% withdrawals, the three mixed
stock/bond portfolios outperform either
all stocks or bonds. One retiree in ten
would have gone broke with a 100%
stock porttolio. Only 27% would have
had their money last 30 years with a
100% bond porttolio. The 25%/75%
stock/bond mix produced a 100%
success rate.

Assuming 7% withdrawals, a
50%/50% blend is the optimal
mix. Even so, this combination
only produced a 90% chance of
success. Little consolation for
the remaining 10% of investors!
Once withdrawal rates go above
7%, the results are much less
favorable. Because of higher
average returns, stock-heavy
portfolios beat those focused on
bonds. But risk of failure also
increases dramatically. Though

The Findings
Obviously the highest success rates

. are generated with smaller withdrawal

rates At a 3% withdrawal rate, a 100%
success rate was achieved with every
portfolio, regardless of composition, for
every time period.

At 4% and 5% withdrawals, the
benefits of asset allocation begin to
emerge. Portfolios with some bonds
fare better than 100% equity portfolios.
On the other hand, an all-bond
porttfolio has only a 51% chance of
lasting over a 30-year period at a 5%
withdrawal rate. Clearly, bonds alone
are not the ideal solution for retirement
accounts. But by reducing portfolio
volatility, the use ot some bonds can
Improve success ratios, assuming
reasonable withdrawal rates.

the best returns are achieved
with a portfolio composed only
of equities, an 8% withdrawal
rate fails more than twenty
percent of the time.

It should come as no surprise
that increasing withdrawal rates
to offset inflation further stressed
the portfolios and increased
failure rates.

Complications

A significant limitation of the study’s
data is that raw index numbers were
used. No adjustment was made for fees
or other expenses. Even the cheapest
index funds involve such costs, which
would decrease real returns. While a
select few investors may be able to
regularly outperform the indexes even
after expenses and thus enhance their
porttolio success rates, it would be risky
to base a retirement plan on such an
assumption.

It’s highly possible that a more-
sophisticated asset-allocation plan
would increase success rates.
Unfortunately, the data on alternative
asset classes is not available over the

(Continued on page 16)
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Five-Year Payout Imposed Because IRA With Trust Designated
as Beneficiary had Nonspouse And Spouse Beneficiaries

Without caretul planning and
timely action, the complex required
minimum distribution rules ot Code
Sec. 401(a)(9) can cause unintended
results for taxpayers with qualitied
retirement plans and IRAs, and for
their beneficiaries. A new ruling
supplies a case in point. The taxpayer
wanted his IRA to provide life payouts,
but instead the account had to be paid
out over five years because of how he
designated a beneficiary, and the fact
that payments didn’t begin when they
should have. (IRS Letter Ruling
9847022)

Background. The following rules
come into play if an IRA owner dies
before required distributions begin (i.
e., before he attains age 70%2):

No designated beneficiaries. 1f
there are no designated beneficiaries
tor the IRA, the remaining balance in
the IRA must be distributed as of Dec.
31 of the calendar year which contains
the fifth anniversary of the date the
owner died. (Code Sec. 401(a)(9)(B)
(i1); Prop Reg § 1.401(a)(9)-1, Q&A
C-2; Prop Reg§ 1.401(2)(9)-1, Q&A
D-4(a); Prop Reg § 1.408-8, Q&A A-I)
An estate may not be a designated
beneficiary. However, the beneficiaries
of a trust that is a qualitied trust under
Prop Reg § 1.401(a)(9)-1, Q&A D-5
may be treated as designated
beneficiaries of the IRA owner, with
respect to the trust’s interest in the

IRA.

Nonspouse designated
beneficiaries. If the IRA owner
designated a nonspouse beneficiary for
the account, the IRA balance:

(1) may be entirely distributed
within five years after the IRA owner’s
death, (Code Sec. 401(a)(9)(B)(ii)), or

(2) may be distributed to (or for the
benefit of) a designated beneficiary,
over the life of the designated
beneficiary (or over a period which
doesn’t extend beyond the life
expectancy of the designated
beneficiary. (Code Sec. 401(a)(9)(B)
(ii1); Code Sec. 408(a)(6))

If the second (life payout) option is
chosen, distributions must commence
no later than December 31 of the
calendar year immediately following
the calendar year in which the IRA
owner died. (Prop Reg § 1.401(a)(9)-1,
Q&A C-3(a))

Spouse beneficiary. It the IRA
owner’s spouse is designated as
beneficiary, and she leaves the IRA in
the decedent’s name, the payout rules
for nonspouse beneticiaries (see
above) generally apply. However,
under a special rule for surviving
spouses, payouts can begin by the later
of:

eDecember 31 of the year
immediately after the year in
which the IRA owner died, or

eDecember 31 of the year in which
the IRA owner would have reached
age 70%. (Code Sec. 401(a)(9)(B)(iii);
Code Sec. 401(a)(9)(B)(iv); Prop Reg
§ 1.401(a)(9)-1, Q&A C-3(b))

If the IRA has a choice of payout
methods, and the surviving spouse
affirmatively makes an election to
receive lifetime payouts, the election
should be made no later than the
earlier of:

(1) December 31 of the calendar
year in which distribution would have
to start to satisfy requirements for the
lifetime payout exception to the tive-
year rule under Code Sec. 401(a)(9)

(B)(iv) (see above), or

(2) December 31 of the calendar
year which includes the fifth
anniversary of the IRA owners death.
(Prop Reg § 1.401(a)(9)-1, Q&A C-4
©)

If the lifetime payout option isn’t
chosen, the remaining account balance
must be entirely distributed as of
December 31 of the calendar year
which contains the fifth anniversary of
the date the IRA owner died. (Code
Sec. 401(a)(9)(B)(i1); Prop Reg § 1.401
(a)(9)-1, Q&A C-2; Prop Reg § 1.401
(a)(9)-1, Q&A D-4(a))

Facts of the ruling. When a
taxpayer we'll call Sam died at age 61,
the designated beneficiary of his IRA
was a trust that provided for one
current beneficiary, his wife, Anne.
Upon her death, the trust would be
divided into five shares, two for Sam’s
children, and three for Anne’s
children. The Custodial Agreement of
Sam’s IRA provided that if the IRA
owner died before distributions began,
the IRA assets would, at the election
of the beneficiary, either be distributed
by Dec. 31% of the year containing thc
fifth anniversary of the participant’s
death, or be distributed over the lite or
life expectancy of the designated
beneficiary. The Agreement also
provided that if the designated benefi-
ciary was the IRA owner’s surviving
spouse, the spouse could elect to
receive substantially equal payments
over the life or life expectancy of the
surviving spouse commencing at any
date prior to the later of December
31st of the calendar year immediately
following the calendar year in which
the participant died or December 31st
of the calendar year in which the
participant would have attained age
70%.

Two ruling requests. The IRS was
asked to rule whether the trust named
as beneficiary of Sam’s IRA was a

(Continued on page 16)
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(Continued from page 15)

qualified trust for purposes of the
distribution rules, so that its beneficiaries
could qualify as designated beneficiaries
of the IRA for purposes of the post-death
required distribution rules. The IRS said
that it was, because it met the technical
requirements of Prop Reg § 1.401(a)(9)-
1, Q&A D-5. As a result, the IRS
concluded that Anne, her two children,
and Sam’s three children, were all
designated beneficiaries for IRA payout
purposes.

The IRS also was asked to rule that
Anne could elect at any time prior to the
date Sam would have attained age 70%
for a distribution period of IRA benetits
measured by the life expectancy of Anne,
and the beneficiary of the trust with the
shortest life expectancy as of the date of
Sam’s death.

Double trouble. The IRS ruled that

the elective, deterred surviving spouse
commencement date under Code Sec.
401(a)(9)(B)(iv) didn’t apply. Reason:
the nonspouse payout rules apply if, as of
the IRA owner’s death, an individual is
designated as beneficiary in addition to
the owner’s surviving spouse. That was
the case with Sam’s IRA. The IRS said
that Anne, her two children, and Sam’s
three children were all considered
designated beneficiaries of the IRA. As a
result, the nonspouse lifetime payout rule
could apply only if IRA distributions
began on or before December 31 of the
calendar year immediately following the
calendar year in which the IRA owner
died, Unfortunately, in the case of Sam’s
IRA, this distribution commencement
rule wasn’t met. As a result, the entire
IRA had to be paid out under the general
five year rule for non-spouse
beneficiaries.
Observation: A close look at the
decedent’s qualified plans and IRAs
should be an essential part of post-
mortem tax planning to prevent
unintended accelerated payouts from
having to be made.

Reprinted from Pension and Benefits Week,
December 7, 1998 issue. Research Institute of
America Group. Subscriptions: 800-421-9025,
82754r.

(Continued from page 14)

study’s entire period. So, we are
unable to directly “prove” that
assumption with parallel data.

The authors are silent on their end-
of-year rebalancing strategy. I assume
that the distributions were drawn
proportionately from both the stock
and bond portfolios. It’s probable that
a policy of harvesting bonds during
bad years and stocks during good years
would have increased success rates.
However, any such gains would not
dramatically improve results.

For all the above reasons, it would
be very unwise to intlate the study’s
return assumptions for planning
purposes.

Lessons

The moral is clear: Asset allocation
matters, but even with the best mix
chances of failure rise directly with
withdrawal rates. Any withdrawal rate
exceeding 6% of the initial portfolio
value produces a significant likelihood
that a portfolio won’t last the duration.

Fortunately, the withdrawal rate is
directly under the control of the
retiree. Retirees that stress their
portfolios with excessive withdrawals
run a serious risk of exhausting their
capital during their lifetimes. This
danger is particularly great for
inexperienced investors who often tend
to seriously overestimate the
appropriate sustainable withdrawal
rates.

Here are a few important guidelines
to bear in mind:

1. More is better than less in a retire-
ment nest egg.

2. It’s never too early to begin to
accumulate a sizable retirement
nest egg. Each day of delay only
increases the chance of not having
enough.

3. Those that don’t have enough
when retirement comes around
must consider downscaling their
lifestyle or bear an increased risk
of financial disaster down the
road.

The study’s assumption that a

retiree will continue a fixed dollar
withdrawal program regardless or
investment results is, of course,
simplistic. However, without this
assumption or something like it, no
models of any kind could have been
derived. In fact, a retiree may be in a
position to temporarily decrease
withdrawals during down markets
until his capital recovers. Or,
assuming early results in excess of
expectations, the retiree may elect to
increase withdrawals as capital
increases. In many cases, terminal
values were a gratifying multiple of
starting capital. So, mid-course
adjustments to withdrawal rates are
possible and may very well be positive.

If income requirements are variable
or capital permits, an alternative
policy of making tixed percentage
withdrawals against the annual
principal values may be an acceptable
solution for many retirees. This policy
will provide a variable income stream
that is automatically adjusted for
investment results.

Retirees that can accept a variable
income, and withdraw a constant
percent of remaining capital rather
than make fixed dollar withdrawals,
never face the prospect of zeroing out
their accounts—no matter how bad
their investment results are in the
short term. However, this option is
generally only acceptable to retirees
with modest income needs relative to
their available capital. And this
observation leads us back to the
concept of planning early to have
enough for a stress-free and enjoyable
retirement,

Adapted from a column by Frank Armstrong, a
Jee-only financial planner. The article appeared
on the Morningstar internet website, which can
be visited at: www. morningstar.net.
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Using Trust as IRA Beneficiary
Protects Children of Prior Marriage

A taxpayer who remarries and has
children from a prior marriage may be
in somewhat of a quandary when it
comes to his traditional IRAs.
Although he wants his current spouse
to be provided for during her life, he
also wants to assure that what’s lett in
the IRAs after he and his current wife
are deceased will be left to the
children trom his first marriage.
Simply naming the children from
his first marriage as contingent
beneticiaries won’t do the trick.
Reason: When the taxpayer dies,
his spouse can elect to roll over
his IRAs into her own IRA, and
name her own beneficiaries for the
IRA. Another possible problem is
that an improvident spouse may
withdraw all the money trom the
decedent’s IRAs, leaving nothing
tor the children.

One way to solve these problems
is to use a trust. A recent private
letter ruling shows how a taxpayer
who has already reached his
required beginning date can use a
trust without upsetting the
required minimum distribution rules
that would otherwise apply when a
spouse is an IRA’s designated
beneficiary. (IRS Letter Ruling
9846034)

Facts. A taxpayer we’ll call Xavier
turned age 70% during 1991, and
began taking required minimum
distributions (RMDs) from his IRAs on
April 1, 1992, his required beginning
date. His spouse, Denise, was the
designated beneficiary of the IRAs, and
Xavier’s RMDs were based on his and
Denise’s joint life expectancies. Xavier
then rolled over some of his IRA
proceeds into new IRAs that named the
Xavier Trust as beneficiary. The trust
document provided that the Xavier
Trust, which had independent trustees,
was irrevocable and couldn’t be
amended, and carried the following

payment provisions:

e All trust income would be paid to
Denise at least quarterly during her
life. Additionally, the trustees were
empowered to pay her principal from
the trust if they determined that
Denise’s income trom all sources was

insufficient for her comfort.

o Section 3.4 of the trust provided that
upon Denise’s death, the remaining
trust property would be distributed to
Xavier’s then living descendants.

o Section 3.5 of the trust provided that
if at any time after Xavier’s death,
any portion of the trust property was
otherwise undisposed of, the trustees
would “distribute such undisposed
property to the then living persons
who would have been entitled to
receive the personal property of
[Xavier] under the laws of the
[applicable] State in effect on the
date of the trust determined as if
[Xavier] had died intestate with no
surviving spouse upon the date
immediately following the date such
trust property tirst became

undisposed of...”

Observation: The last clause was
intended to provide for a situation
where all of Xavier’'s descendants
predeceased Denise.

Colleen, Bertrand, Everhart, Francis,
Gordon, and Harry, were Xavier’s sole
descendants and all were alive when
the trust was established.
Observation: Thus, the trust was
designed to assure that what
remained of Xavier’s IRAs after
Denise’s death would be paid to
his descendants. Although the
ruling doesn’t specifically say so,
it appears that Colleen, Bertrand,
et al were Xavier’s children (and
possibly grandchildren as well)
from an earlier marriage.

When Xavier died, his authorized
representative asked IRS whether
tor purposes of the RMD rules
Denise could continue to be treated
as the designated beneficiary of the
IRAs naming the Xavier Trust as
beneficiary.

The IRS dealt favorably with the
three potential obstacles to the
taxpayer’s ruling request.

(1) Trust as beneficiary. An IRA
owner can change the account’s
beneficiary atter his required beginning
date. But if the new beneficiary is not
an individual or a qualitying trust, the
IRA owner is treated as not having
designated a beneficiary. (Prop Reg §
1.401(a)(9)-1, Q&A E-5¢)(2))

Observation: 1If there is no IRA
beneticiary, RMDs must be paid out
over the IRA owner's life or life
expectancy. Under Prop Reg § 1.401(a)
(9)-1, Q&A E-8(a), depending on how
the IRA owner chooses to take payouts,
the balance remaining in his IRA when
he dies would either have to be paid out
over the years remaining of the
distribution term (if he used the term
certain method) or distributed by the
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end of the calendar year following the
year of the IRA owner’s death (if he
used the recalculation method).

The IRS ruled that the Xavier Trust
was a qualitying trust because it met
the conditions enumerated in Prop Reg
§ 1.401(2)(9)-1, Q&A D-5:

(a) the trust is valid under appli-
cable state law;

(b) the trust is irrevocable, or the
trust contains language to the etfect
that the trust becomes irrevocable
(c) the trust beneficiaries are
identifiable trom the trust’s
language, and

(d) the necessary documentation is

provided to the IRA administrator.
(2) Measuring life for purposes of
RMDs. Where two or more individuals
are designated as beneficiaries of an
IRA, the designated beneficiary with
the shortest life expectancy is the
designated beneficiary for purposes of
determining RMDs. (Prop Reg § 1.401
(2)(9)- 1, Q&A E-5(a)(1)) Xavier
wound up in this situation by naming
the Xavier Trust as the beneticiary of
his IRAs. Reason: The Xavier Trust
doesn’t provide that Denise, during her
life, would receive all amounts
distributed from the IRAs which are

intended to satisty the Code Sec. 401(a)
(9) required distribution rules using her
life as the measuring life. Thus,
distributions from the IRAs may
accumulate during her life and may
subsequently be paid to the
remaindermen of the Xavier Trust
(Colleen et al). As aresult, the life
expectancies of Colleen and her fellow
remaindermen had to be compared with
Denise’s to determine the Code Sec.
401(a)(9) distribution period.

Because Denise was older than any of
the remainder persons (Colleen et al),
the IRS concluded that the life
expectancies of the remaindermen
didn’t have to be considered for
purposes of determining the IRAS’
required payout period.

(3) Effect of contingent beneficiaries.
Under Section 3.5 of the Xavier Trust,
it all of Xavier’s descendants
predeceased Denise, the trust was to
pay out undisposed property to other
persons, such as, possibly, Xavier’s
brother or sister. If these other persons
were treated as beneficiaries, and one of
them had a shorter lite expectancy than
Denise’s, that person would be treated
as the designated beneficiary for RMD
purposes. However, it they were only
contingent beneficiaries, these other

persons could be ignored for purpor.s
of determining the distribution period.
(Prop Reg § 1.401(a)(9)-1, Q&A E-5
()

The IRS ruled that the persons
referred to as potential beneticiaries
under Sec. 3.5 of the trust were only
contingent beneficiaries. They could
take the trust’s remainder interest only
it any portion of it was undisposed of
when Denise died, and, under Sec. 3.4
of the trust, that could
happen only if every descendant of
Xavier predeceased Denise. As a result,
these potential beneficiaries were
disregarded for purposes of
determining the designated beneficiary
of Xavier’s IRAs.

Observation: Depending on the IRA
owner’s potential estate tax situation,
he can protect children of a first
marriage by using either a QTIP trust
that qualifies for the estate tax marital
deduction (see Rev Rul 89-89, 1989-2
CB 231), or a credit shelter trust ©
preserve the IRA owner’s unified
credit.

Reprinted from Pension and Benefits Week,
November 30, 1998 issue, Research Institute of
America Group. Subscriptions: 800-421-9025,
$275hr.
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Concerning Elders

Survey Finds Baby Boomers, Especially Women,
Headed For Financial Disaster In Golden Years

The American Health Care
Association 1s a federation of 50
affiliated associations, representing
more than 11,000 non-profit and for-
profit assisted living residences,
nursing facilities and subacute care
centers that provide care to more than
one million elderly and disabled
individuals nationally. The AHCA
commissioned the Republican polling
firm Fabrizio, McLaughlin &
Associates, and the Democratic polling
firm Penn Schoen & Berland, to
conduct a national telephone survey of
800 adult Americans between the ages
of 34 and 52 years, i.e., Baby Boomers,
in September 1998. Following the
announcement in carly January of the
President’s long term care initiative,
Fabrizio, McLaughlin & Associates
conducted a tollow-up survey.

The study shows that Baby ‘(
Boomers are concerned about /’
their retirement security but /
aren’t saving adequately for /
likely long term care needs.
Adults 1n this age group are
woetully unaware about how
healthcare—specitically long
term care—is paid for in
retirement.

Forty percent of Americans
will experience their most costly
purchase in life—long term care—

policies. According to the American
Council of Life Insurance, long term
care insurance policies range from
approximately $30-$440 a month per
individual, depending upon the age of
the policyholder and the level of g
coverage provided.

While 68 percent of Baby
Boomers know they are not
financially
prepared to
handle
long

during their retirement years.
Despite this fact, twenty-seven percent
of Baby Boomers think they are covered
by long term care insurance, but in
reality, only about 6 percent of the
elderly have this type of coverage and
very few Baby Boomers do.

Four out of tive respondents did not
know how long term care is paid for
and 25 percent say they are unwilling
to consider paying for any additional
insurance to cover these costs. While
41 percent are willing to pay between
up to $50 per month for long term care
insurance, in most cases this is well
below actual costs of long term care

20

term care costs, only 15 percent
correctly identified Medicaid, the
government program for the poor, not
Medicare, as the principal source for
long term care tunding assistance. Two
out of three believe that they should not
be forced into poverty to get
government assistance for long term
care, but that is exactly what Medicaid
requires.

Women are particularly vulnerable to
financial and emotional devastation
from long term care needs, because
they earn less and live longer than their
male counterparts. In addition, they are

the most likely caregivers when older
relatives or spouses become frail or ill
and need care. Forty-one percent of
women interviewed who had been in
caretaker roles had been forced to quit
their jobs or take a leave of absence.
Fifty percent said they had to cut
back their working hours and
give up space in their own
homes to accommodate loved
ones needing care.
As more women are employed
full time, it becomes more
difficult for them to fill the
requirements of caring for
aging parents and relatives.
Forty-six percent said they
were forced to hire nursing
care to help with the tasks.
The prospect of having to
provide care to aging relatives
and spouses can be a huge
emotional drain as well as a
financial hardship. But once
they have cared for parents
and spouses, these women
must worry about
themselves—who will care for
them? Who will pay for their
care?
Survey participants were
receptive to initial proposals
on long term care tinancing
that were advanced by the
Clinton Administration in
January. They showed particular
interest in a tax credit for caregivers
and a national program to educate
Medicare beneficiaries about the
program’s limited long term care
coverage. They also favor the
administration’s recommendation to
create a National Family Caregiver
Support Program that will allow states
to establish centers tor “one-stop-
shopping” for intormation and support
on long term care concerns.

Adapted from material appearing on the website
of the American Council of Life Insurance
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Markets & Trends
E strongest since Eisenhower’s post-

lection CyCIe b ket f 1954 and 1958
. . car-market years o an
Indicator Turns Bullish when the downside was worked oft in
the prior ‘Post-E’ declines.

This table lists 64 years of history.
Eighteen of those years (28%) were
negative. Fourteen of those 18 down
years lined up with 1997 and 1998!
Only one lines up with 1999, and
three line up with the run-up to
November 2000!

1999 is the ‘Pre-Election’ year of
the four-year presidential term. and
looking back 64 years over 16 such
‘Pre-E’ years, only once (1939) did
the market decline on a year-end
basis! It’s the most bullish year of the
cycle by far. But the bearish years—
1997 was the ‘Post-Election’ year,
and Clinton set a record for the

Deliberations (1/6), Ian M.T. McAvity, Ed.; P.O. Box

biggest gain; and his mid-term year— 40097, Tucson, AZ 85717; 416-964-1359.4-issue trial,

1998 (next most bearish) was the  $49; 1 year, 18 issues, $225. IDD Plan: Sample issue
free.

Presidential Election year cycles
1935-1998, Year over year % Change in S&P 500

Year 3 Year 4 Year 1 Year 2 From Yr. 1
Pre-Election Election Post-Elect. Mid Term President
1935 423 1936 279 1937 -38.6 1938 25.2 Roosevelt
1939 -5.5 1940 -15.3 1941 -17.9 1942 12.4 Roosevelt
1943 19.5 1944 13.8 1945 30.7 1946 -11.9 Truman
1947 0.0 1948 -0.7 1949 10.3 1950 21.8 Truman
1951 16.5 1952 11.8 1953 -6.6 1954 45.0 Eisenhower
1955 26.4 1956 2.6 1957 -14.3 1958 38.1 Eisenhower
1959 8.3 1960 -2.8 1961 23.1 1962 -11.8 Kennedy/John.
1963 18.9 1964 13.0 1965 9.1 1966 -13.1 Johnson
1967 20.1 1968 7.7 1969 -11.4 1970 0.1 Nixon
1971 10.8 1972 15.6 1973 -17.4 1974 -29.7 Nixon/Ford
1975 31.6 1976 19.2 1977 -11.5 1978 1.1 Carter
1979 12.3 1980 25.8 1981 -9.7 1982 14.8 Reagan
1963 17.3 1964 1.4 1985 26.3 1986 14.6 Reagan
1987 2.0 1988 12.4 1989 273 1990 -6.6 L Bush
1991 26.3 1992 4.5 1993 7.1 1994 -1.5 Clinton
1995 34.1 1996 20.3 1997 31.0 1998 26.7 Clinton
Averages: All 4 Years N
1937598 17.5 1936 9.8 1937 23 1938 7.8 9.38 ]
1967-98 19.3 1968 133 1969 5.2 1970 2.4 f 10.07
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Markets & Trends

Stocks Bonds, and
Commodity Prices

So much rests on so little. The U.S
stock market currently has a total value
of about §14 trillion. A big reason for
this gargantuan capitalization is, of
course, stocks’ record high price-to-
earnings ratios (P/Es). And a big
reason P/Es are so high is that bond
yields are low.

Why have bond yields remained so
low (even taking into account their
recent uptick) in the face of such strong
growth? Low commodity prices,
particularly low prices for base metals,
are a major reason.

While the value of both stocks and
bonds are measured in tens of trillions,
the value of base commodities
consumed in a year is measured in tens
of billions, or a fraction of 1 percent of
the capitalization of bonds and stocks.
A few billion in additional demand for
stocks would have virtually no effect on
the stock market. But a few billion in
additional demand for commodities
could move those markets—big time.
The ripples would be felt in stock and
bonds.

Therefore bonds and to some extent
stocks are extremely sensitive to
changes in demand for basic
commodities. Commodity prices began
to weaken in 1997 as emerging
economies faltered. Strength in
emerging economies or just a bit of

improvement in Japan would likely
boost commodity prices.

. The point isn’t to head for the hills;

rather, be prepared for signiticant
market changes. If long-term interest
rates and commodity prices head
higher, P/Es will fall, Market leader-
ship will pass to beneficiaries of strong
worldwide growth and rising
commodity prices. Relatively small
changes anywhere in this intercon-
nected world can mean big changes
everywhere.

Adapted from the March 19, 1999 issue of
Personal Finance, 800-832-2330. P.O. Box 1467,
Alexandria, VA 22313-9819

Market Cap, Value
& Earnings Growth

Between 1790 and 1925, the stock
market advanced at a nice steady pace.
The surge to the highs of 1929 moved
stock prices above their intrinsic
economic value. After falling 90%
between September 1929 and June
1932, the stock market was well below
its intrinsic value. As a percent of gross
domestic Product (GDP), stock market
capitalization swung from 80% to
under 20% in less than three years.

The rise in the stock market trom

1941 to 1968 reflected the world
dominance enjoyed by the U S. after
World War II. By 1968, the market’s
capitalization as a percent of GDP was
back near the level seen in 1929,
Rather than losing 90% of its value as
it had between 1929 and 1932, the
market traded sideways tor 14 years.
After 14 years of economic growth, and
virtually no appreciation in stock
prices, the market’ s capitalization was
once again below 40%.

In 1982, a company that earned $1
a share could sell its stock for about $7.
Today, the same company can peddle
its stock for $30. Last year, the S&P
500 Index gained 26%. But ecarnings
for the S&P 500 companies showed no
gain for 1998. This means the entire
gain in the S&P last year was due to an
increase in its price/earnings ratio. At
the end of 1997, the S&P 500’s P/E
ratio was 21.5. By 1998’s close, the P/E
ratio was 27.0 (21.5, plus a 26% gain).
Since the end of 1994, the S&P 500 has
risen 150%. Only 35% of the gain has
been due to any increase in corporate
earnings. The other 100% of the gain
retlects a doubling in the P/E ratio. As
the chart indicates, since 1994 stock
capitalization has moved in a
hyperbolic trend line to nearly double
its prior ratio to GDP. What are the
chances that stock prices can sustain
such gains without increases in GDP or
corporate profits?

For additional iqformat?tm, contact Annuity Shopper
Broker Services, 800-872-6684

How Much Higher?

Stock market capitalization as a
percentage of U.S. gross domestic
product
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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 i 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 maintain-
ing 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 portfo-
lio 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
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Terminal Funding Annuities

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
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

~ bers.

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 actuary
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-
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
commitment which indicates the
agreement to purchase the
annuities at the quoted price. The
premium or deposit amount is
wired to the winning company to
“lock in” the quote. We can assist
with the wire transfer transaction
to assure the proper delivery of

funds to the carrier, with timely
confirmation back to respective
parties.

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

. T " g
Immediate "Life Only"” Annuities
Median Monthly Straight Life Income per $1,000 Premium for a Male Age 65
$10.00 1*510400
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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
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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 infla-
tion does in the future
and, most importantly,
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 expec-
tancy calculated and
should you put much
reliance on it when
planning for the fu-
ture? 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 anticipate
living not two but 12 more years to

- age 77. And once they reach 70,

their life expectancy increases 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 in-
surance and annuities, and by tax-
payers who are following IRS rules
for computing minimum distribu-
tions from retirement plans.

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

For example, some companies still
use the “83 GAM” table to calculate
how much they need to provide their
retirees with a lifetime of monthly
pension payments. 83 GAM is
based on 1966 data, which was up-
dated with projections to 1983.
Other companies use the newer UP-
94 table, recommended
by the Society of Actu-
aries, which shows sig-
nificant increases in
life expectancies at
most ages.

The UP-94 table proj-
ects that men age 55
will live to age 80 and
women to 84%. And
someone who is 80,
according to the table,
can look forward to
another eight to ten
years of life.

Best Bet: Plan for
Your 90s

Keep in mind that life
expectancy figures are
conservative. Accord-
ing to Dr. Kenneth
Manton at Duke Uni-
versity’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 proj-
ect. If longevity runs in your family,
your odds are evén 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, 859.954r for 12 monthly issues



Life Expectancy Tables

The following two actuarial tables are  used if the contract includes a post-  tirement plans, and for determining
used for calculating the taxes on annu- June 30, 1986 investment. Table V is  the life expectancy of a beneficiary
ity payments from qualified plans and  also currently used to compute life ex-  receiving a life income of death pro-
tax sheltered annuities. The gender- pectancy for purposes of the minimum ceeds of life insurance. For these pur-
based Table I is used if the contract  distribution requirements applicable to  poses, Table V is used without regard
does not include a post-June 30, 1986 individual retirement plans, tax- to the effective date of the contract.
investment. The unisex Table V is sheltered annuities, and qualified re- (Tables Source: Treasury regulations
Table I — Ordinary Life Annuities Table V — Ordinary Life Annuities
One Life — Life Expectancy in Years One Life — Life Expectancy in Years
Ages Ages
Unisex Years | Unisex Years
| S 70.7 56 ... 27.7
12 ... 69.7 57 . 26.8
13 . 68.8 58 25.9
14 67.8 59 . 25.0
15 ... 66.8 60 ... 242 &
16 ... 65.8 6l ... 23.3
17 ... 64.8 62 ... 225
18 ... 63.9 63 ... 21.6
19 ... 62.9 64 ... 20.8
20 ... 61.9 65 ... 20.0
21 60.9 66 ... 19.2
22 59.9 67 ... 18.4
23 L 59.0 68 ... 17.6
24 58.0 69 ... 16.8 g
25 . 57.0 70 ... 16.0
260 ... 56.0 71 . 15.3
27 . 55.1 72 . 14.6
28 ... 54.1 73 . 139
29 53.1 74 13.2
30 ... 52.2 75 12.5
31 51.2 7% ... 11.9
32 . 50.2 77 11.2
33 ... 49.3 78 ... 10.6
34 ... 48.3 79 ... 10.0
35 473 80 ... 9.5
36 ... 46.4 81 ... 8.9
37 . 454 82 ... 8.4
38 ... 44.4 83 ... 7.9
39 L. 43.5 84 ... 7.4
40 ... 42.5 8 ... 6.9
41 .. 41.5 86 ... 6.5
42 .. 40.6 87 ... 6.1
43 ... 39.6 88 ... 5.7
4 ... 38.7 89 ... 5.3
45 ... 37.7 90 ... 5.0
46 ... 36.8 91 ... 4.7
47 . 359 92 ... 4.4
48 ... 349 93 ... 4.1
49 .. 34.0 94 ... 3.9
50 ... 33.1 95 ... 3.7
S . 322 9% ... 34
52 .. 31.3 97 ... 3.2
53 ... 30.4 98 ... 3.0
54 .. 29.5 9 ... 2.8
55 . 28.6 100 ... 2.7
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he immediate annuity
factors (also called
“purchase  rates”)

shown in Tables 1 through 19
illustrate  the amounts of monthly
income $1,000 of premium will
purchase from the listed insurance
companies. These immediate
annuities provide a first income
payment 30 days afer the date of
deposit. The factors shown are net
of all fees and commissions except
state premium taxes, if applicable.
In Table 1 we report the purchase
rates for Period Certain Annuities,
which have no life contingency.
These are simply installment
payments which continue for a
fixed period (5, 10, 15, 20, 25, and
30 years resepectively) and then
cease without regard to the age or
life of the annuitant.

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

Generally, the tax status of the
funds used to buy an annuity
directly influences the purchase
rates most insurance companies will
apply to a deposit. For this reason,
our tables distinguish between
purchases made with funds which
are “Non-Qualified” or
“Qualified.” Since most insurance
companies will pay a different
income for the same dollar deposit
depending on the tax status of the
funds, 1t is important to consult the
correct column (Qualified vs.
Nonqualified) when estimating
annuity income.

Immediate Annuities Update

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

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

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

A “Straight Life” or Life Only
annuity is one which makes

periodic payments to an annuitant
for the duration of his or her
lifetime and then ceases.

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

Tables 24 through 27 provide the
purchase rates for Joint and
Survivor Annuities (“J&S™) for a
male/temale 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 Ilevel
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

[

Reporting Companies 5 10 15 20 25 30

\ (NAIC ID Number) Years PC Years PC Years PC Years PC Years PC Years PC

i AIG Lite Ins. Co. 66842 $18.20 $10.42 $7.90 $6.71 $6.04 $5.62

‘ American Heritage 60534 $19.14 $10.90 $8.22 $6.93 $6.20 $5.74

i Canada Life Assurance 80659 $18.23 $10.26 $7.97 $6.78 $6.10 -
Columbia Universal 77720 $18.89 $10.60 $7.90 $6.59 $5.84 $5.36
Conseco Annuity Assurance 60682 $17.65 $9.99 $7.47 $£6.25 - -
Jackson National LIC 65056 $17.99 $10.24 $7.75 $6.58 $5.94 $5.57
Jefterson Pilot LIC 67865 $18.28 $10.50 £ 8.03 - - -
Keyport Life 65234 $18.13 $10.38 $7.91 $6.76 $£6.16 $5.80

| Lite IC of the Southwest 65528 $18.14 $10.43 $7.85 $6.54 §£5.78 -

! $£10.62 $8.11 $£6.92 $6.24 $5.83

Lincoln Benefit Life Co. 65595

$17.77

London Pacitic 68934 $18.67 $10.72 $8.31 $7.20 $6.53 $6.11
Peoples Benefit LIC 66605 $18.52 $10.75 $8.20 $6.98 $6.30 $5.88
Presidential LIC 68039 $18.39 $10.49 §£8.22 $7.35 $6.88 $6.54
Principal Mutual LIC 61271 $18.61 $10.46 $£7.84 £6.70 $£6.10 £5.74
Prudential IC of America 68241 $£14.05 £8.02 $6.13 $5.24 $4.75 $£4.45
Reliance Standard LIC 68381 $18.25 $10.44 - - - -

Security Benefit LIC 68675 $18.20 $10.31 $7.98 $6.76 $ 6.(;3 £5.63
Southwestern Lite 91391 $18.02 $9.92 $7.43 $£6.22 §5.53 $5.09
United of Omaha 69868 $18.04 $10.34 $7.87 $6.70 $6.04 $5.64
USG Annuity & Life 61247 £18.42 $10.58 $8.05 $6.83 - -

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 21, 1999
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Immediate Annuities Update

Table 2. Single Life Annuities — Male Age 50

Non-Qualified Funds Qualified Funds |
Reporting Companies Life 10yr 20yr Life 10yr { 20yr (
;L (NAIC ID Number) Only C&C C&C Only C&C C&C |
“ AlIG Life Ins. Co. 66842 ] $5.90 $5.82 $£5.64 $£5.90 $5.82 $5.64 |
i American Heritage 60534 ( $£5.99 $5.91 $5.73 | $5.99 $£5.91 $£5.73
- Canada Life Assurance 80659 $5.76 $£5.70 $554 $5.76 $£5.70 $5.54
} Columbia Universal 77720 I $5.57 $5.50 $5.33 $5.57 §£5.50 $5.33
e C0n§20 Annuity Aﬁurance 60682 ’ $5.16 $5.10 $4.94 $5.16 $5.10 $£4.94 |
@ersom Pilot LIC 67865 l $6.01 $5.96 $5.75 $6.01 $5.96 ) $£5.75 ]‘
'J Keyport Lite 65234 $6.04 $5.98 $5.80 $5.88 $£5.83 J §£5.71 !
ﬁ Lincoln Benefit Life Co. 65595 $5.86 $5.80 $5.67 $5.86 $£5.80 ' §5.67 I
| Life IC of the Southwest 65528 $£5.82 $5.76 $5.58 $5.67 $5.62 ,‘ $5.49 ‘
‘ London Pacitic 68934 ’ $£6.39 $£6.26 $6.05 $6.39 $6.26 T $ 6.05 j

| National Guardian LIC 66583 '[ $5.77 $5.71 $5.57 $5.77 $5.71 5557 |

{ Peoples Benefit LIC 66605 $6.01 $5.95 $580 | $6.01 $5.95 $ 5.80

| Presidential LIC 68039 | 8669 | $66l $6.47 5669 | $6.6l 5647 |
’ Principal Mutuaal LIC 61271 $5.82 $5.76 $5.61 S8 | ss78 | 5563 f}
| Prudential Ins. Co. of America 68241 §4.57 $ 4.51 $439 | $457 5451 ( 5439 |
f_lgiance Standard LIC 68381 $5.88 $5.82 $ 5.65 §5.93 $5.87 f $5.70 (
' Security Benefit LIC 68675 §5.55 §5.51 $5.40 $5.55 §5.51 f $540 |
" Security Mutual/NY 68772 §5.55 § 5.45 $5.22 $5.71 $5.61 f $5.34 ,
| Southwestern Life 91391 $5.07 $5.02 $4.90 . - |
! United of Omaha 69868 $580 | $574 $559 | $580 | $574 } §5.59 }
{ USG Annuity & Life 61247 $5.91 $5.82 $5.61 $5.91 $5.82 . $561
B i

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 21, 1999
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Immediate Annuities Update

Table 3. Single Life Annuities — Female Age 50

Non-Qualitied Funds \ Qualified Funds ‘i

|
| . . e i
| Reporting Companies Lite 10yr :
| (NAIC ID Number) Only | C&C | |
| | | | | |
% AIG Life Ins. Co. 66842 ’ $5.56 $5.52 $5.43 | $5.56 | $5.52 ‘ $543 |
|
\‘ American Heritage 60534 i $5.63 $5.59 $3.51 $5.63 \ $5.59 \ $5.51 l\
|
\ Canada Life Assurance 80659 \ $£5.41 \ $5.38 $5.31 $5.41 i\ $538 | $5.31 ‘l
$5.21 $5.18 $5.10

\ Columbia Universal 77720

$ 4.79 $4.77

Conseco Annuity Assurance 60682

[ Jetferson Pilot LIC 67865

- Keyport Life 65234 $5.72 i
\ Lincoln Beneit Life Co. 65595 $5.67 “
| Life IC of the Southwest 65528 | $5.52 \ . . |

|

London Pacific 68934

ational Guardian LIC 66583

N

\ Peoples Benefit LIC 66605

|

$5.74

Presidential LIC 68039 $6.44 $6.40 $6.32

Principal Mutual LIC 61271

i

$ 4.40 $ 431
- een |
\
!

\
$5.47 $5.40 }

\ Prudential Ins. Co. of America 68241

\ Reliance Standard LIC 68381 $5.59

| Security Benefit LIC 68675 $5.25
Security Mutual/NY 68772
Southwestern Life 91391

United of Omaha 69868 $5.51

$5.13 \ $5.03
\
\
1
ss47 |

USG Annuity & Life 61247

Figures represent monthly income pet $1000 assuming $100,000 deposit. Survey period: May 21, 1999

-

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



Immediate Annuities Update

Table 4. Single Life Annuities — Male Age 55

Non-Qualitied Funds Qualitied Funds

Repomng Companies
(NAIC ID Number)

|
5{ AIG Life Ins. Co. 66842 $6.17 {' $5.87 (
{’ American Heritage 60534 $6.28 I $5.98 J[
Canada Life Assurance 80659 $6.16 $6.06 | $580 ‘\
’j Columbia Universal 77720 $5.99 $5.88 $5.60 )
( Conseco Annuity Assurance 60682 §£5.49 5.22 “

ﬂm

Jefferson Pilot LIC 67865
f Keyport Lite 65234

| Life IC of the Southwest 65528
Lincoln Benetit Life Co. 65595

London Pacific 68934

National Guardian LIC 66583 . . ) . . $£5.79 [

Peoples Benefit LIC 66605

Presidential LIC 68039

$6.37 $6.27 $6.02 ’
|
$7.02 $6.89 $ 6.66 /

'( Principal Mutual LIC 61271 §6.18 $6.06 $£5.82
| Prudential Ins. Co. of America 68241

N

{ Reliance Standard LIC 68381
‘ Security Benetit LIC 68675

1 Security Mutual/NY 68772
Southwestern Lite 91391
United of Omaha 69868

USG Annuity & Life 61247

|
Figures represent monthly income per $1000 assuming $100,000 deposit.  Survey period: May 21, 1999 ]

-
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Table 5. Single Life Annuities — Female Age 55

Immediate Annuities Update

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 $5.86 $5.80 $5.65 $5.86 $5.80 $5.65
American Heritage 60534 $5.95 $5.89 $5.74 $5.95 $5.89 $5.74
Canada Lite Assurance 80659 §£5.72 §5.67 §5.55 $5.72 $5.67 $5.55
Columbia Universal 77720 §5.53 $£5.49 $5.34 $5.53 $5.49 $£534 |
Conseco Annuity Assurance 60682 $5.13 $5.09 $4.95 $5.13 $5.09 $4.95 l
Jefterson Pilot LIC 67865 $5.94 $£5.90 $5.73 $5.94 $5.90 $5.73
Keyport Lite 65234 $6.00 $5.96 $5.80 $6.21 $6.14 $£5.93
Life IC of the Southwest 65528 $5.78 $5.74 $5.59 $5.97 $5.90 $5.69
Lincoln Benetit Life Co. 65595 $5.96 $5.91 $5.77 $5.96 $5.90 §£5.77
London Pacific 68934 $6.40 $6.27 $6.08 $6.40 $6.27 $ 6.08

National Guardian LIC 66583 $5.80 §£5.75 $5.62 $5.80 $£5.75 $5.62
Peoples Benefit LIC 66605 $6.03 $5.98 $5.87 $£6.03 $5.98 $587 |
Presidential LIC 68039 $6.72 $ 6.65 $6.51 $6.72 $ 6.65 $6.51 |
Principal Mutual LIC 61271 §£5.71 $£5.66 $5.55 $5.73 $5.68 §5.57
Prudential Ins. Co. of America 68241 $4.53 $4.48 $£4.38 §£4.53 $4.48 $438
Reliance Standard LIC 68381 $5.87 $5.381 $£5.67 $5.92 $5.87 $5.72 |
Security Benefit LIC 68675 $£5.51 $5.47 $5.39 $£5.51 $£5.47 $5.39 |
Security Mutual/NY 68772 $5.49 $5.42 $5.23 $5.53 $£547 $£5.28
Southwestern Life 91391 $£5.02 $4.98 $4.89 - - -
United of Omaha 69868 $5.83 $£5.78 $5.64 $5.83 $£5.78 $5.64 |
USG Annuity & Lite 61247 $5.85 $5.78 $5.60 $5.85 $5.78 $5.60

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 21, 1999

Buy your annuities direct from the SOURCE. Call 800-872-6684 + 41



Immediate Annuities Update

Table 6. Single Life Annuities — Male Age 60

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 $6.84 $6.63 $6.12 $ 6.84 $6.63 $6.12
American Heritage 60534 $6.97 $6.76 $£6.26 $£6.97 $6.76 $6.26
Canada Life Assurance 80659 $£6.70 $6.53 $£6.09 $£6.70 $6.53 $6.09
Columbia Universal 77720 $6.57 $6.38 $£5.88 $6.57 $£6.38 $5.88
Conseco Annuity Assurance 60682 $6.12 $5.99 $5.52 $6.12 $5.99 $5.52
Jackson National LIC 65056 $6.33 $£6.19 $5.82 $6.10 $6.00 $5.72
Jetterson Pilot LIC 67865 $6.78 $ 6.61 $ 6.08 $6.78 $6.61 $6.08
Keyport Life 65234 $6.94 $6.75 $6.27 $ 6.68 $6.55 $6.18
- Lite IC of the Southwest 65528 $6.65 $6.48 $£6.04 £6.38 £6.26 $5.93
Lincoln Benefit Life Co. 65595 $6.70 $6.54 $6.17 $6.70 $6.54 $6.17
! London Pacific 68934 $7.19 $6.94 $6.49 $7.19 $6.94 $6.49

National Guardian LIC 66583 $ 6.61 $6.45 $6.04 $6.61 $6.45 $6.04
Peoples Benefit LIC 66605 $ 6.83 $ 6.66 $£6.27 $6.83 $6.66 $£6.27
Presidential LIC 68039 $7.45 $£7.24 $6.86 $£7.45 $7.24 $6.86
Principal Mutual LIC 61271 $6.57 $6.39 $6.00 $6.59 $6.40 $6.01
Prudential Ins. Co. of America 68241 $5.26 $5.09 $4.74 $£5.26 $£5.09 $4.74
Reliance Standard LIC 68381 $6.82 $6.64 $6.18 $6.87 $ 6.69 $6.23
Security Benetit LIC 68675 $£6.32 $6.19 $5.87 $6.32 $ 6.19 $5.87
Security Mutual/NY 68772 $6.57 $6.29 $5.70 $6.99 $6.63 $£5.84
Southwestern Lite 91391 $£5.89 $5.75 $5.40 - - -

United of Omaha LIC 69869 $6.63 $6.46 $6.05 $6.63 $6.46 $6.05
USG Annuity & Life 61247 $6.99 $6.72 $6.10 $6.99 $6.72 $6.10

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 21, 1999
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Immediate Annuities Update

Table 7. Single Life Annuities — Female Age 60

| Life IC of the Southwest 65528

\ Lincoln Benefit Life Co. 65595

Non-Qualified Funds Qualified Funds ‘
| — T — !
| Reporting Companies Life \‘ 10yr H 20yr }
(NAIC ID Number) . Only | C& | C&C
- 1 ! ;
“ AIG Life Ins. Co. 66842 $6.28 $6.18 $6.28 $6.18 \ $590
| American Heritage 60534 $6.39 $6.29 $6.39 $6.29 ‘\ $ 6.02 5
} Canada Life Assurance 80659 $6.14 $ 6.06 $5.83 l‘
\ Columbia Universal 77720 $5.98 $5.89 \ $563

Conseco Annuity Assurance 60682 $5.59 §5.51 | $526 }
— — T ]
| Jackson National LIC 65056 $6.10 $6.00 1 $572 |

\
\‘ Jetferson Pilot LIC 67865 $6.26 \ $6.19 \ 5590 |
1‘ Keyport Life 65234 $ 6.68 \ $655 | $616 |
| | |
| $638 | $626 | $593 |
1 |
|
|

LLondon Pacific 68934

\ National Guardian LIC 66583

$5.80 $6.11

$5.87

|
g Peoples Benefit LIC 66605 $6.39 $6.31 $6.10 $6.39 \ $6.31 \ $6.10 i
| Presidential LIC 68039 $7.07 $6.95 $6.72 $7.07 $6.95 | $6.72 |
’} Principal Mutual LIC 61271 $5.99 $5.90 $5.72 $ 6.00 1\ §592 | 574 ‘
\ Prudential Ins. Co. of America 63241 $4.82 $4.74 $4.56 l $4.82 $ Af_@rll _ﬂ$j§6 J
| Reliance Standard LIC 68381 $6.32 $6.22 $5.96 $6.38 li $6.28 T\ $6.02 ‘
ﬂ Security Benefit LIC 68675 $5.84 $5.78 $5.63 $5.84 | $578 | $5.63 ‘
| Security Mutual/NY 68772 $5.96 $5.83 $5.51 $6.05 $5.93 \ $5.57

Southwestern Life 91391 $5.37 $5.31 $5.14 - - !\ -

| United of Omaha LIC 69868 $ 6.62 $6.13 $5.88 $6.62 $6.13 | $5.88 \
| USG Annuity & Life 61247 $631 ‘

$6.18 $5.85 $6.31 $6.18 $5.85 J
: \
I

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 21, 1999

Buy your annuities direct from the SOURCE. Call 800-872-6684 < 43



Immediate Annuities Update

Table 8. Single Life Annuities — Male Age 65

-

Non-Qualified Funds Qualified Funds

i 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 $7.63 $£7.22 $6.35 $7.63 £7.22 $£6.35

| American Heritage 60534 $£7.79 $7.39 $6.52 $7.79 $7.39 $6.52

} Canada Life Assurance 80659 $7.47 $7.13 $6.36 §7.47 $7.13 $6.36
Columbia Universal 77720 $7.39 §7.01 $6.16 $7.39 §7.01 $6.16
Conseco Annuity Assurance 60682 $ 6.89 $6.56 $5.77 $ 6.89 $6.56 $5.77
Jackson National LIC 65056 $7.00 $6.72 $6.08 $6.69 $6.49 $6.00
Jetterson Pilot LIC 67865 $7.47 §7.14 $6.24 $7.47 $7.14 $6.24

| Keyport Lite 65234 $7.69 $7.33 $6.52 $7.32 $7.08 $6.43

} Lite IC of the Southwest 65528 $7.33 $7.01 $6.27 $6.97 $6.74 $6.17
Lincoln Benefit Life Co. 65595 $7.42 $7.10 $6.44 $7.42 | $7.10 $6.44
London Pacitic 68934 $7.89 $7.47 $6.73

National Guardian LIC 66583 $7.31 $7.00 $£6.29 $7.00
Peoples Benetit LIC 66605 $ 7.51 $7.19 $6.53 $7.51 £7.19 $6.53
! Presidential LIC 68039 £8.09 $£7.70 $£7.06 $ 8.09 £7.70 $7.06
Principal Mutual LIC 61271 §7.18 $6.86 $6.20 $£7.20 $6.88 $6.22
Prudential Ins. Co. of America 68241 $5.85 $5.53 $4.93 §5.85 $5.53 $4.93
Reliance Standard LIC 68381 $7.62 $7.26 $6.46 $7.67 $7.31 $6.52
Security Benefit LIC 68675 $6.96 $6.71 $6.14 £ 6.96 $ L6.71 $6.14
Security Mutual/NY 68772 $7.37 $6.88 $5.93 $8.04 $7.31 $6.03
Southwestern Life 91391 $6.58 $6.30 §5.68 - - -
United of Omaha LIC 69868 $7.33 $7.00 $6.29 $7.33 $7.00 -
USG Annuity & Life 61247 $£7.88 $£7.34 $6.31 $7.88 $7.34 $6.31 E

Figures represent monthly income per $1,000 assuming $100,000 deposit.  Survey period: May 21, 1999
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Immediate An

nuities Up

\

Table 9. Single Life Annuities — Female Age 65

date

\

\
\

Non-Qualified Funds Qualmed Funds |
- 1 ‘s
| Reporting Companies | Life 10yr Life i 10yr I 20yt \
| Il M
FG Life Ins. Co. 66842 | sess \ $ 6.68 $6.18 \ $ 6.88 \ $ 6.68 (1 5618 |
\1 American Heritage 60534 $7.01 $ 6.82 $6.32 $7.01 \ $6.82 ¥1 $6.32
| |
\ Canada Life Assurance 80659 $6.73 $ 6.57 $6.73 “ $657 | $6.14 \
' | i
\,‘ Columbia Universal 77720 $ 6.61 $ 6.44 $6.61 \ $644 | $598
1
| Conseco Annuity Assurance 60682 $6.15 $ 6.00 $6.15 | $6.00 \ $5.56
e %f% ]
| Jackson National LIC 65056 $6.69 $6.49 $ 6.00
Jetterson Pilot LIC 67865 $6.75 $6.75 $6.61 $6.08
\‘ Keyport Life 65234 $6.97 $7.32 $ 7.08 $6.43
\
\‘ Life IC of the Southwest 65528 $ 6.66 $6.97 $6.74 | $6.17
l
| Lincoln Bencfit Life Co. 65595 | $691 $673 | $629

|

| London Pacmc 68934

E\Iatlonal Guardian LIC 66583

Peoples Benetit LIC 66605
| Presidential LIC 68039

Principal Mutual LIC 61271

Prudential Ins. Co. of America 68241
| Reliance Standard LIC 68381
Security Benefit LIC 68675
Security Mutual/NY 68772

Southwestern Life 91391
United of Omaha LIC 69868

USG Annuity & Life 61247

$6.28
$591

$5.80

$5.44 -
$6.15 $6.78

$6.12 $ 6.96

$6.82
$£6.20

$6.54

$6.60

$6.71

$6.35
$5.91

$5.84

\
\

Figures represent monthly income per $1,000 assuming $100,000 deposit.
(-

Survey period: May 21, 1999

Buy your annuities direct from the SOURCE. C

all 800-872-6684

*



Immediate Annuities Update

Table 10. Single Life Annuities — Male Age 70

{ Non-Qualitied 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 £8.76 $7.92 $6.53 $8.76 $7.92 $653 |
American Heritage 60534 $8.95 $8.15 $6.73 $8.95 $8.15 $6.73 |
Canada Lite Assurance 80659 § 8.55 $ 7.85 $6.57 $ 8.55 $7.85 §6.57
Columbia Universal 77720 $ 8.55 $£7.78 $6.38 § 8.55 $£7.78 $6.38
Conseco Annuity Assurance 60682 $7.70 $7.13 $5.95 $7.70 $7.13 $5.95

. Jackson National LIC 65056 $7.90 $7.35 $6.31 $7.49 §£7.10 $6.20 ;
Jetterson Pilot LIC 67865 § 8.46 $£7.80 $6.38 $8.46 $7.80 $6.38 E

' Keyport Life 65234 $8.72 $8.03 $£6.70 $8.26 $£7.75 $6.65
Lite IC of the Southwest 65528 $8.31 $7.66 $ 6.47 $7.81 $7.35 $6.40
Lincoln Benetit Life Co. 65595 $8.45 $7.82 $6.67 §8.45 $7.82 $6.67

| London Pacific 68934

Please note that !

_frequently. For to
National Guardian LIC 66583 $8.32 §7.67 $6.49 $£8.32 $7.67 $6.49
Peoples Benefit LIC 66605 $ 8.51 $ 7.86 $6.72 $ 8.51 $7.86 $6.72
Presidential LIC 68039 $9.00 $8.26 $7.21 $9.00 $8.26 $7.21

| Principal Mutual LIC 61271 $8.08 $7.46 $6.38 §8.10 §7.48 $ 6.40

Prudential Ins. Co. of America 68241 $6.73 $6.08 $5.08 $6.73 $6.08 $5.08
Reliance Standard LIC 68381 $ 8.58 $7.86 $6.55 § 8.61 $£7.90 $ 6.60 »
Security Benefit LIC 68675 $7.89 $7.37 $6.40 $7.89 $7.37 $640 |
Security Mutual/NY 68772 $8.51 $7.60 $6.11 $9.50 $ 8.05 $6.15
Southwestern Life 91391 $7.57 $6.99 $5.92 - -
United of Omaha LIC 69868 $8.34 $7.67 $6.48 $8.34 $7.67 -
USG Annuity & Life 61247 $9.08 $ 8.03 $ 6.48 $9.08 $ 8.03 $6.48

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 21, 1999
'Exceeds maximum guarantee period allowed by IRS.
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Immediate Annuities Update

Table 11. Single Life Annuities — Female Age 70

e

\‘ Qualified Fun(is 7 L\
— —
Reporting Companies 10yr 20yrl \‘
| (NAIC ID Number) \ Cc&C c&C
h \ I ;
1\ AIG Life Ins. Co. 66842 $7.74 $7.34 . \ $7.74 \ $7.34 \ $6.43
‘ |
| American Heritage 60534 $ 7.90 \ $7.52 $ 6.61 \ $7.90 \ $7.52 \ $ 6.61
‘ i | 1
Nx Canada Life Assurance 80659 $7.57 \ $7.23 \ $ 6.44 \ $7.57 \ $7.23 ‘ $6.44 |
|
‘1\ Columbia Universal 77720 $7.15 $6.25 \\ $7.51 | $7.15 \‘ $625
\ |
| . \
| Conseco Annuity Assurance 60682 . . $ 6.81 $ 6.55 \ $5.80 |
om0 A LA A
| Jackson National LIC 65056 $ 7.49 $7.10 $6.26
|
\ i
| Jetterson Pilot LIC 67865 $7.46 $7.18 $6.25 1\
\ Keyport Life 65234 $8.26 $7.75 $ 6.65 \
Life IC of the Southwest 65528 $ 7.81 $7.35 $ 6.40 \

|
l;‘ Lincoln Benetit Lite Co. 65595
|

| London Pacific 68934

National Guardian LIC 66583
\ Peoples Benefit LIC 66605
\ Presidential LIC 68039
“‘ Principal Mutual LIC 61271
Prudential Ins. Co. of America 68241

Reliance Standard LIC 63381

Security Benefit LIC 68675

Security Mutual/NY 68772

\
|

Southwestern Life 91391

United of Omaha LIC 69868

|
|
| USG Annuity & Life 61247

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 21, 1999
'Exceeds maximum guarantee period allowed by IRS.

e

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

Table 12. Single Life Annuities — Male Age 75

1

Non-Qualified Funds Qualified Funds

Reporting Companies Life 10yr 20yt Lite 10yr 20yr 7
(NAIC ID Number) Only C&C C&C Only C&C c&Ct
AIG Lite Ins. Co. 66842 $10.35 £8.69 $6.64 £10.35 $ 8.69 $ 6.64
American Heritage 60534 $10.60 $ 8.97 $ 6.86 $10.60 $ 8.97 $ 6.86
Canada Life Assurance 80659 $10.03 §8.63 $6.71 $10.03 $ 8.63 $6.71
Columbia Universal 77720 $10.18 $ 8.62 $6.51 $10.18 $8.62 $6.51
Conseco Annuity Assurance 60682 $ 8.90 $7.84 $6.10 $ 8.90 $7.84 §6.10
Jackson National LIC 65056 $9.19 $ 8.07 $6.45 § 8.68 $785 $6.44
Jefterson Pilot LIC 67865 $9.86 $ 8.57 $6.48 $9.86 $8.57 $6.48
Keyport Life 65234 $10.15 $8.79 $6.82 $9.57 § 8.63 $6.79
Life IC ot the Southwest 65528 $9.68 $ 8.38 - $£9.02 $ 8.09 -
Lincoln Benefit Life Co. 65595 $£10.00 $ 8.64 $6.81 $10.00 $ 8.64 $ 6.81
London Pacitic 68934 $10.35 $8.87 $£7.09 $10.35 $ 8.87 $7.09 i

National Guardian LIC 66583 £9.72 $£8.42 $6.62 $9.72 $ 8.42 $6.62
Peoples Benefit LIC 66605 £9.92 $ 8.62 $6.85 $9.92 $8.62 $ 6.85
Presidential LIC 68039 $£10.37 $8.90 $7.30 $10.37 $8.90 $7.30
Principal Mutual LIC 61271 $9.46 $8.24 $6.54 £9.49 $8.26 $6.56
Prudential Ins. Co. of America 68241 $£7.98 $6.67 $5.18 $798 $6.67 $5.18
Reliance Standard LIC 68381 $£9.94 §8.52 $6.58 §9.96 $ 8.55 $6.61
Security Benefit LIC 63675 $9.18 $8.14 $6.59 $9.18 $8.14 $6.59
Security Mutual/NY 68772 $10.20 $8.39 $6.21 $11.47 $8.75 $6.21
Southwestern Life 91391 §8.97 $7.78 $6.10 - - -

United of Omaha LIC 69868 $9.75 $ 8.41 $ 6.61 $9.75 $ 841 -

USG Annuity & Lite 61247 $10.66 $8.71 $6.58 $10.66 $8.71 $6.58

Exceeds maximum guarantee period allowed by IRS.

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

Survey period: May 21, 1999
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Table 13. Single Life Annuities — Female Age 75

Non-Qualified Funds

Reporting Companies 20yt Life 10yr

Qualified Funds

20yr

(NAIC ID Number)

AIG Life Ins. Co. 66842 $9.06 $ 8.16 $ 6.60 $9.06 $8.16
American Heritage 60534 $9.25 $8.39 $6.80 $9.25 $8.39
Canada Life Assurance 80659 $ 8.80 $ 8.06 $ 6.64 $ 8.80 $ 8.06
Columbia Universal 77720 $ 8.86 $8.04 $6.45 $ 8.86 $ 8.04
Conseco Annuity Assurance 60682 $ 7.85 $7.29 $6.02 $7.85 $7.29
Jackson National LIC 65056 $8.36 $ 7.69 $6.42 $ 8.68 $7.85
Jefferson Pilot LIC 67865 $ 8.57 $7.94 $6.37 $ 8.57 $ 7.94
Keyport Life 65234 $8.99 $8.25 $6.76 $9.57 $8.53
Life IC of the Southwest 65528 $8.51 $7.85 - $9.02 $ 8.09
Lincoln Benefit Lite Co. 65595 $8.94 $ 8.15 $6.75 $8.94 $8.15

$ 6.60
$6.80
$ 6.64
$6.45
$6.02
$ 6.44
$6.37

$6.79

London Pacitic 68934 $ 8.46

National Guardian LIC 66583 $ 8.03 $ 6.59

Peoples Benefit LIC 66605 $8.16 $ 6.84

Presidential LIC 68039 $ 8.49 §7.27

Principal Mutual LIC 61271 $7.52 $6.37

Prudential Ins. Co. of America 68241 $6.22 $5.12

Reliance Standard LIC 68381 $8.03 $6.53

Security Benefit LIC 68675 $7.54 $6.49

Security Mutual/NY 68772 $8.01 $6.17

Southwestern Life 91391 $7.16 $ 6.00

United of Omaha LIC 69868 $8.02 $6.58

USG Annuity & Life 61247 $8.13 $6.53

nt monthly income per $1000 assuming $100,000 deposit.  Survey period: May 21, 1999

Figures represe
1Exceeds maximum guarantee period allowed by IRS.

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

Table 14. Single Life Annuities — Male Age 80

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&?
AIG Life Ins. Co. 66842 $12.63 $9.38 $6.69 $12.63 $£9.38 $6.69
American Heritage 60534 $12.95 §£9.74 $6.91 $12.95 $9.74 $6.91
Canada Life Assurance 80659 $12.08 $9.35 $6.77 $12.08 $9.35 $6.77
Columbia Universal 77720 $12.51 $9.41 $6.57 §12.51 $£9.41 $6.57
Conseco Annuity Assurance 60682 $10.46 $ 853 $6.19 $10.46 $8.53 $6.19
Jackson National LI'C 65056 $10.99 $£8.79 $6.54 $10.43 $ 8.64 $6.53
Jetterson Pilot LIC 67865 $11.88 $9.34 $6.58 $11.88 $9.34 $ 6.58
Keyport Life 65234 $12.08 $9.50 $ 6.87 $11.42 $9.32 $6.87
Life IC ot the Southwest 65528 $11.62 $£9.09 $10.78 $ 8.86 -

Lincoln Benefit Life Co. 65595 $10.02} $9.41 $ 6.88 $10.023 $9.41 § 6.88
London Pacific 68934 $12.37 $9.61 $7.17 $12.37 $9.61 $7.17

| National Guardian LIC 66583 $11.69 $9.16 $6.69 $11.69 $9.16 $6.69
Peoples Benetit LIC 66605 $11.92 $9.40 $694 $11.92 $9.40 $6.94
Presidential LIC 68039 $12.46 $9.52 $734 $12.46 $9.52 §734
Principal Mutual LIC 61271 $11.71 $9.22 $6.73 §11.74 $£9.25 $6.75
Prudential Ins. Co. of America 68241 $9.81 $7.23 $5.22 $ 9.81 $7.23 §5.22
Reliance Standard LIC 68381 $11.99 §9.21 $ 6.60 $12.00 $£9.24 $6.63
Security Benefit LIC 68675 $11.02 § 8.94 $6.71 $11.02 $ 8.94 $6.71
Security Mutual/NY 68772 $12.71 $9.13 §6.24 $14.30 $9.29 $6.23
Southwestern Life 91391 $10.99 $8.58 $6.19 - - -
United of Omaha 69868 $11.75 $9.13 £ 6.67 $11.75 -
USG Annuity & Life 61247 £12.66 $£9.34 $6.63 $12.66 $934 $6.63

'Exceeds maximum guarantee period allowed by IRS.

‘Exceeds maximum guarantee period allowed by IRS.

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

Survey period: May 21, 1999

*Requires a payout that guarantees a return of the premium. This payout option is an Installment Refund.
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Table 15. Single Life Annuities — Female Age 80

Non-Qualitied Funds Qualitied Funds

Reporting Companies
(NAIC ID Number)

AIG Life Ins. Co. 66842 $ 6.68
American Heritage 60534 $6.90
Canada Life Assurance 80659

Columbia Universal 77720

Conseco Annuity Assurance 60682

Jackson National LIC 65056

Jefferson Pilot LIC 67865

Keyport Life 65234

Life IC of the Southwest 65528

Lincoln Benefit Lite Co. 65595

London Pacific 68934

National Guardian LIC 66583 $10.67 $ 8.91 $ 6.68

Peoples Benefit LIC 66605 $10.61 $9.04 $6.95 $10.61 $9.04 $6.95
Presidential LIC 68039 $it.11 $9.22 $7.33 $11.11 $9.22 $7.33
Principal Mutual LIC 61271 $9.91 $8.51 $6.64 $9.94 $8.53 $ 6.66
Prudential Ins. Co. of America 68241 $8.45 $6.90 $5.20 § 8.45 $6.90 $5.20
Reliance Standard LIC 68381 $10.74 $8.88 $6.58 $10.78 $8.92 $6.62
Security Benetit LIC 68675 $9.64 $8.45 $6.67 $9.64 $ 8.45 $ 6.67
Security Mutual/NY 68772 $11.48 $ 8.88 $6.22 $11.75 $ 8.87 $6.23
Southwestern Life 91391 $945 $ 8.08 $6.16 - - -
United of Omaha LIC 69868 $10.71 $ 8.88 $ 6.66 $10.71 $8.88 -
USG Annuity & Life 61247 $10.97 $ 8.95 $ 6.62 $10.97 $ 8.95 $ 6.62

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 21, 1999

1Exceeds maximum guarantee period allowed by IRS.

:Exceeds maximum guarantee period allowed by IRS.

sRequires a payou that guarantees a return of the premium. This payout option is an Installment Refund.

Buy your annuities direct from the SOURCE. Call 800-872-6684 <+ 51




Immediate Annuities Update

Table 16. Single Life Annuities — Male Age 85

Non-Qualified Funds Qualitied Funds

Reporting Companies Life 10yr 20yr Lite 10yr 20yt i
(NAIC ID Number) Only C&C C&C Only C&C C&(C?
AIG Lite Ins. Co. 66842 $15.08 $9.81 $6.70 $15.08 $9.81 $6.70
American Heritage 60534 $16.20 $10.32 $6.93 $16.20 $10.32 $6.93
Canada Lite Assurance 80659 $14.80 $9.90 $6.78 £14.80 $9.90 $6.78
Columbia Universal 77720 $15.73 $10.00 $6.59 $15.73 $10.00 $6.56
Conseco Annuity Assurance 60682 $12.41 $9.12 - $12.41 $9.12 -
Jackson National LIC 65056 $13.56 $9.43 §6.57 $13.04 $9.37 $6.57
Jetterson Pilot LIC 67865 $14.76 $9.96 $ 6.68 $14.76 $9.96 $ 6.68
Lite IC ot the Southwest 65528 $14.32 - - $13.34 - -
Lincoln Benefit Lite Co. 65595 $11.56 $9.99 $6.91 $11.56 $9.99 $£6.91
London Pacitic 68934 $15.28 $10.20 $7.20 $15.28 $10.20 $7.20

National Guardian LIC 66583 $14.46 $9.75 $6.71 $14.46 $9.75 $6.71
Peoples Benefit LIC 66605 $14.83 $10.04 $6.98 $14.83 $10.04 $6.98
Presidential LIC 68039 $15.47 $10.01 $735 $15.47 £10.01 $735
Principal Mutual LIC 61271 $15.04 $£9.95 $6.75 $15.08 $ 9.98 $6.77
Prudential Ins. Co. of America 68241 $12.39 $7.64 $5.24 $12.39 $7.64 §£5.24
Security Benefit LIC 68675 $13.62 $9.65 $6.75 $13.62 $9.65 $6.75
Security Mutual/NY 68772 $16.60 $9.66 §6.24 $17.90 $9.63 $6.24
Southwestern Life 91391 $13.87 $9.23 $6.22 - - -
United of Omaha LIC 69868 $£14.38 $9.66 $ 6.66 $14.38 -

USG Annuity & Life 61247 $15.44 $£9.87 $ 6.65 $15.44 $£9.87 $ 6.65

'Exceeds maximum guarantee period allowed by IRS.

“Exceeds maximum guarantee period allowed by IRS.

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

Survey period: May 21, 1999

’Requires a payout that guarantees a return of the premium. This payout option is an Installment Refund.
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Table 17. Single Life Annuities — Female Age 83
Non-Qualified Funds

Qualified Funds

Life
Only

Reporting Companies
(NAIC ID Number)

AIG Life Ins. Co. 66842 $13.37 $ 9.61 $6.70 $13.37

American Heritage 60534 $14.39 $10.11 $6.93 $14.39 $10.11 $6.93 ’
Canada Life Assurance 80659 $13.29 $9.70 $6.78 $13.29 $9.70 $6.78
Columbia Universal 77720 $13.95 $9.79 $ 6.58 $13.95 $9.79 $ 6.58
Conseco Annuity Assurance 60682 $11.23 $8.84 - $11.23 $ 8.84 -
jackson National LIC 65056 $12.70 $9.32 $6.57 $13.04 $9.37 $6.57
Jefferson Pilot LIC 67865 $12.87 $9.64 $6.59 $12.87 $9.64 $6.59
Life IC of the Southwest 65528 $12.72 - - $13.34 - -
Lincoln Benefit Life Co. 65595 £10.88 $9.78 $6.90 $10.88 $9.78 $6.90

London Pacitic 68934 $14.18 $7.19

National Guardian LIC 66583
Peoples Benefit LIC 66605

Presidential LIC 68039 $7.35
Principal Mutual LIC 61271 $6.73

Prudential Ins. Co. of America 68241 $5.23

Security Benefit LIC 68675 $12.04 $9.34 $6.74 $12.04 $9.34 $6.74
Security Mutual/NY 68772 $15.20 £9.48 $6.24 $14.94 $9.45 $6.24
Southwestern Life 91391 $12.07 $ 8.94 $6.21 - - -
United of Omaha LIC 69868 $13.40 $9.55 $ 6.66 $13.40 - -

USG Annuity & Life 61247 $13.73 $9.67 $ 6.65 $13.73 $9.67 $ 6.65

Figures represent monthly income per $1000 assuming $ 100,000 deposit.  Survey period: May 21, 1999

|Exceeds maximum guarantee period allowed by IRS.

JExceeds maximum guarantee period allowed by IRS.

sRequires a payout that guarantees a returm of the premium. This payout option is an Instaltment Refund.

Buy your annuities direct from the SOURCE. Call 800-872-6684 ¢ 53



Immediate Annuities Update

Table 18. Single Life Annuities — Male Age 90

Non-Qualified Funds Qualified Funds i
—
Reporting Companies Life 10yr 20yr Lite 10yr 20vr
(NAIC ID Number) Only C&C C&C Only C&C! C&C2
Canada Life Assurance 80659 $18.19 $10.24 $£6.78 $18.19 $10.24 $6.78
Conseco Annuity Assurance 60682 $14.70 $9.59 - $14.70 $9.59 -
Jackson National LIC 65056 $17.07 $9.88 86.58 $16.69 $9.85 $6.58
Lincoln Benefit Life Co. 65595 $11.552 $9.99 $6.91 $11.5%° $9.99 $6.91
London Pacific 68934 £19.26 $10.59 $7.20 $19.26 $10.59 $£7.20

National Guardian LIC 66583 $18.25
Peoples Benetit LIC 66605 $18.92
Presidential LIC 68039 $19.76
Principal Mutual LIC 61271 -

Security Benetit LIC 68675 $17.29
Southwestern Life 91391 $17.92

$10.13

$10.49

$10.31

$10.34

$10.19

$9.68

$6.72

$6.98

$7.35

$6.75

$6.76

$6.22

$18.25

$18.92

£19.76

$17.29

$10.13

$10.49

$10.31

$10.37

$10.19

$6.72

$6.98

$735

$6.77

$6.76

Figures represent monthly income per $1000 assuming $100,000 deposit.
‘Exceeds maximum guarantee period allowed by IRS.

‘Exceeds maximum guarantee period allowed by IRS.

Survey period: May 21, 1999

‘Requires a payout that guarantees a return of the premium. This payout option is an Installment Refund.
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Table 19. Single Life Annuities — Female Age 90

Non-Qualitied Funds Qualitied Funds
Reporting Companies
(NAIC 1D Number)
Canada Life Assurance 80659 $16.90 $10.15 $6.78 $16.90 $10.15 $6.78
Conseco Annuity Assurance 60682 $13.64 $9.41 - $13.64 $9.41 -
Jackson National LIC 65056 $16.44 $9.33 $6.58 $10.69 $ 9.85 $ 6.58
Lincoln Benetit Life Co. 65595 $10.88* $9.78 $ 6.90 $10.883 $9.78 $ 6.90
London Pacitic 68934 $18.48 $10.53 $7.20 $18.48 $10.53 $7.20

National Guardian LIC 66583 $17.56 $10.09 $6.72 $17.56 $10.09 $6.72
Peoples Benetit LIC $17.46 $10.39 $ 6.98 $17.46 $10.39 $6.98
Presidential LIC 68039 $18.19 $10.23 $7.35 $18.19 $10.23 $7.35
Principal Mutual LIC 61271 - $9.86 $6.74 - $9.89 $6.76
Security Benetit LIC 68675 $15.64 $10.04 $6.76 $15.64 $10.04 $6.76
Southwestern Life 91391 $16.06 $9.55 $6.22 - - -

]

Figures represent monthly income per $ 1000 assuming $100,000 deposit.  Survey period: May 21, 1999
1Exceeds maximum guarantee period allowed by IRS.
2Fxceeds maximum guarantee period allowed by IRS.
sRequires a payout that guarantees a returm of the premium. This payout option is an Installment Refund.

i
¥}

Buy your annuities direct from the SOURCE. Call 800-872-6684 ¢
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Table 20. Joint & Survivor Annuities — Male age 60, Female Age 57

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

Reporting Companies either primary’s non- either primary’s non-
(NAIC ID Number) death death reducing death death reducing
AIG Life Ins. Co. 66842 $6.39 - §5.68 $6.39 - $5.68
American Heritage Life 60534 $6.51 $6.29 $5.72 $ 6.51 $6.29 $5.72
Canada Life Assurance 80659 $6.26 $ 6.06 $5.53 $6.26 $ 6.06 $5.53
Columbia Universal 77720 $586 - $5.31 $5.86 - $5.31
Conseco Annuity Assurance 60682 $5.70 - $£4.93 $5.70 - $4.93
Jackson National Life 65056 $6.00 $5.79 $535 $5.96 $5.70 $535
Jetterson Pilot LIC 67865 $6.12 $ 6.40 $5.57 $6.12 $6.40 $5.57
Keyport Life 65234 $6.45 - $5.73 $6.46 - $5.77
Lincoln Benefit Lite Co. 65595 $6.39 $6.17 $5.71 $6.39 $6.17 $5.71
National Guardian LIC 66583 - - $5.58 - - $5.58

Peoples Benefit LIC 66605 $647 §6.25 $5.77 $ 647 $6.25 $5.77
Presidential LIC 68039 $7.13 $6.94 $6.49 $7.13 $6.94 $6.49
Principal Mutual LIC 61271 $6.23 $6.04 $5.53 $6.24 $6.06 §£5.55
Prudential Ins. Co. of America 68241 $4.77 $4.49 $4.37 $4.77 $4.49 $4.37
Reliance Standard LIC 68381 $6.34 - $558 $634 - $5.58
Security Benetit LIC 68675 $6.05 $5.88 $5.43 - $5.88 $543
Security Mutual/NY 68772 - $5.84 $5.25 - $6.07 $536
Southwestern Life 91391 $5.49 $532 $4.385 $5.49 $5.23 $4.89
United of Omaha LIC 69868 $6.28 $6.07 $5.60 $6.28 $6.07 $5.60
USG Annuity & Life 61247 $647 - $ 5.60 $6.47 - § 5.60

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

Survey period: May 21, 1999
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Table 21. Joint & Survivor Annuities — Male age 65, Female Age 62

Non-Qualified Funds Qualitied Funds
50% J&S 50% J&S 50% J&S 50% J&S 100%
reducing on | reducingon | 100% J&S | reducingon | reducingon J&S
Reporting Companies either primary’s non- either primary’s non-
(NAIC ID Number) death death reducing death death reducing
AIG Life Ins. Co. 66842 $6.07 - $ 7.01 $ 6.07 - $7.01
American Heritage 60534 $7.15 $ 6.85 $6.12 $7.15 $ 6.85 $6.12
Canada Life Assurance 80659 $6.87 $ 6.61 $5.92 $6.87 $ 6.61 $£5.92
Columbia Universal 77720 £6.43 - §£5.71 $ 6.43 - $5.71
Conseco Annuity Assurance 60682 $6.29 - $5.32 $£6.29 - $532
Jackson National LIC 65056 $6.53 $6.27 $5.67 $ 6.49 $6.15 $5.68
Jetferson Pilot LIC 67865 $6.57 $6.91 $5.86 $6.57 $6.91 §5.86
Keyport Lite 65234 $7.03 - $ 6.08 $7.04 - $6.14
Lincoln Benetit Lite Co. 65595 $6.96 $ 6.66 $ 6.05 $6.96 $ 6.66 $6.05
National Guardian LIC 66583 - - $£5.92 - - $5.92

Peoples Benefit LIC 66605 $7.01 $6.73 $ 6.09 $7.01 $6.73 $6.09
Presidential LIC 68039 $7.64 $7.38 $6.79 $7.64 $7.38 $6.79
Principal Mutual LIC 61271 $6.71 $6.47 $£5.82 $6.73 $6.49 $£5.83
Prudential Ins. Co. of America 68241 §5.17 $4.79 $4.63 $5.17 $4.79 $4.63
Reliance Standard LIC 68381 $7.00 - $5.96 $7.00 - $5.96
Security Benefit LIC 68675 $6.56 $6.33 $572 - $6.33 $5.72
Security Mutual/NY 68772 - $6.41 $5.67 - $6.77 $5.84
Southwestern Life 91391 $6.02 $£5.79 $5.17 $6.02 $5.68 $£5.22
United of Omaha 69868 $6.85 §6.56 $594 $6.85 $ 6.56 $594
USG Annuity & Life 61247 $7.15 - $6.01 §7.15 $6.01

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

Survey period: May 21, 1999

Buy your annuities direct from the SOURCE. Call 800-872-6684
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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- either primary’s non-
(NAIC ID Number) death death reducing death death reducing
AIG Life Ins. Co. 66842 $7.89 - $ 6.63 $£7.89 - $6.63
American Heritage 60534 § 8.06 $ 7.66 $ 6.69 $ 8.06 $ 7.66 $6.69
Canada Life Assurance 80659 $7.71 $7.36 $6.46 $7.71 $7.36 $6.46
Columbia Universal 77720 $7.29 - $6.33 $7.29 - $6.33
Conseco Annuity Assurance 60682 $6.99 - $5.77 $6.99 - $5.77
Jackson National LIC 65056 §£ 731 $6.93 $6.16 $7.25 $6.78 $6.17
Jetterson Pilot LIC 67865 $7.22 $ 7.66 $6.30 $722 $ 7.66 $£6.30
Keyport Life 65234 $7.84 - $6.60 $7.86 - $6.67
Lincoln Benetit Lite Co. 65595 $7.77 $7.38 $6.55 $7.77 $7.38 $6.55
National Guardian LIC 66583 - - £6.42 - - $6.42

Peoples Benetit LIC 66605 $7.80 $7.40 $£6.55 $7.80 $7.40 $6.55
Presidential LIC 68039 $£8.36 $8.00 $7.21 $8.36 $ 8.00 $7.21
Principal Mutual LIC 61271 $7.39 $7.07 $£6.20 §7.41 $7.09 $6.22
Prudential Ins. Co. of America 68241 $5.74 $524 $£5.01 $5.74 $5.24 $£5.01
Reliance Standard LIC 68381 8795 - $6.47 £7.95 - $ 6.47
Security Benefit LIC 68675 $7.17 $6.86 $6.07 - $6.86 $6.07
Security Mutual/NY 68772 - $7.23 $6.28 - $7.74 $6.53
Southwestern Life 91391 $£6.78 $6.46 $£5.64 $6.79 $£6.32 $571
United of Omaha 69868 £ 7.65 $7.26 $6.44 $ 7.65 $7.26 $ 6.44
USG Annuity & Life 61247 $ 8.08 - $ 6.58 $ 8.08 - $ 6.58

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 21, 1999
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Table 23. Joint & Survivor Annuities — Male age 75, Female Age 72

Non-Qualified Funds Qualitied Funds
50% J&S | 50% J&S 50% J&S 50% J&S 100%
reducing on | reducingon | 100% J&S | reducing on reducing on J&S
Reporting Companies either primary’s non- either primary’s non-
(NAIC IDNumber) death death reducing death death reducing
AIG Life Ins. Co. 66842 $9.15 - $ 7.45 $9.15 - $7.45
American Heritage 60534 $9.36 $8.79 $7.51 $9.36 $8.79 $7.51
Canada Life Assurance 80659 $ 8.90 $ 8.40 $7.23 $8.90 $ 8.40 $7.23
Columbia Universal 77720 $8.44 - $7.17 $8.44 - $7.17
Conseco Annuity Assurance 60682 $7.95 - $6.39 $£7.95 - $6.39
Jackson National LIC 65056 £ 8.40 £7.87 $6.85 $ 8.35 $£7.70 $ 6.87
Jefferson Pilot LIC 67865 § 8.16 $£8.73 $ 6.96 $8.16 $8.73 $ 6.96
Keyport Life 65234 $8.98 - $7.35 $9.03 - $7.45
Lincoln Benetit Life Co. 65595 $8.98 $8.43 $7.29 $8.98 §8.43 $7.29
National Guardian LIC 66583 - - $7.15 - - $7.15

Peoples Benefit LIC 66605 $£8.92 $8.37 $7.24 $8.92 $8.37 $7.24
Presidential LIC 68039 $9.19 £ 8.92 $7.82 $9.19 $8.92 $ 7.82
Principal Mutual LIC 61271 $8.42 $£7.97 $6.82 $ 8.45 $7.99 $6.84
Prudential Ins. Co. of America 68241 $6.59 $591 $5.61 $6.59 $ 591 $5.61
Reliance Standard LIC 68381 $9.07 - $7.21 $9.07 - $7.21
Security Benefit LIC 68675 $8.19 $7.75 $6.70 - $7.75 $6.70
Security Mutual/NY 68772 - $8.44 $7.19 - $9.10 $7.54
Southwestern Life 91391 $7.87 $ 742 $6.33 $7.91 $7.26 $6.42
United of Omaha 69868 $ 8.80 $8.26 $7.16 $ 8.80 $8.26 $7.16
USG Annuity & Life 61247 $934 - $737 $934 - $737

Figures represent monthly income per $1000 assuming $100,000 deposit. Survey period: May 21, 1999

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

59



ansst Sy 10f parodar jou pnpoxd - W ige6T 17 Kep :pound Aoaing

%%l | 1 %00e %0sy mox1 | %so9 | | | i 1w [ os0  owupowsy 61069 oouemsus prpuis
%l %L I %00°€  %0SE€  TX [ | %8I'S AU 1u 1y du 08-0 vdads 61069 9douensuf plepue)g
%0 %S I %0S°€ %00y  SIA € | %STS %0S°S %STS Iu %00°S 08-0 VAdS  TLLY9 AN/TEMNA AILINSOS
w %0 %S I %W0S€  %SL'E  TRXT | %00°S %00°S %SLY u %SL'Y 08-0 VAdS  TLL89 AN/[BMNA ALIndog
a %l %L I %00°¢€  %SI'€  SIAT | %06t c\eoF | %STY o oo | SLO . 11 vads om«@%qaauvsgm
%l %L 1 %00°¢  %0¥P'E  SIAT | %SIS %ST'S %07t Iu 1u SL-0 I vads 0SL0L Teminunuoplaoig
d T %9 I %00°S eu SIAT | %S0'9 %509 | %09°¢ Iu %S8°S $8-0 11 vads 6£089 I [eNUepIsSId
p %T %8 | %00°€  %61Y  IBIX T | %OLS %S$8°S 7_ %0T'S Iu Iu 08-0 OISSB[) 30101 90C68 TeuoneN oy
U Ny %L d %00°€ %00€  TBAT | %00°S 1u . qu 1u 1 - VddS ST699 91T Y104 MmN
Ny %L I %007 %0Ey  IBOX | du 1u 7 %S50°S 1u du 66-0 Al smunyodd $6559 Uy ujooury
e %Ny %L I %007 %00F  JBXT | %09°S U %SLY iu 1u 66-0 1T istunuoddQ $6559 1ausg ujooury
.plu %% | 1 %0ST  BU WXL | %0v'Ss | %0TS | %eced mo T m $80 vads $98L9 10114 UOSIOYY
L %0 %8 I %087 %0ES  IBXT | %0SS %STS ‘ %0¢€°¢ %00°1 1u §8-0 90I0UD 'SAId OTLLL [SIOAIU( BIqUINO))
iy %Nl %L I %00°S  %STS  IBOX T | %SLS %88'S %29°¢ 1u %ST'S SL-0 vads €509 98eILIGH uROLDWY
u %0 %9 I Iu %0Sy  SIA € eu %08°S 1u 1u 1u - vdds Y899 91T DIV
n %0 %9 I %00°€  %S0P  TBX T | %0TS U du iu %S80°S SL-0 vdads P890 91T DIV
n PUN ey ey poLRg ey ey ey snuog e Sa8y qweN (# JIVN)
$99,1 My 1enn  odedsq “Jeng aseq aseq aseqg IXIS] oseq anssy Korjog sotueduo)y
A Jspuaung mo-med ey | 86 ABIN | 86, B0y | 86, AON | pmomppY | 66, AR 3uniodoy
S JNOTIEH WIM - SONMUUY PILIdI( ISIINU] PIXL WNIWALJ I[SUIS 7 AqEL
)
g -de 1 ‘soxer wntwoid jou ng SUOISSIWWOO pue  JUIOq SAJBL OY) SB dWES 3y} de (Sanjnuue gunst JNOTIBG,, B SB UMOUY SINJEJJ B YIIM SITRI [EMAUDI
r $991 (12 apnpour sdjond) paedipur sieak opduwes -Xd "9'1) SAIUOW PO IO} SIILI [BMIUDI 12U} sueow mo[ suteSe uonoetoid 0 SI2Jnsur WO *anssi
0m1 oYy 10j 109112 ut sanfeudd ayy syoddr £ ax PIYM - POYIIN 0101104, 10} spuris g “(uum Joud 1mo o dwr oY) je 10930 Ur Sem ey a1e1 Ful
rm PUE T XX $39 JIPUILING DPOPEIY UWN[OD OY] -0 PYIIA MUY 93S) SPUD pouad a1ex Jud1mo oY) “1IP21d 34} S9IDIPUL J1BP S,90SST ISB[  jo Fuipeay
‘SonMUUR MU URY] SIBI JOMO] 10 DUYSIY uId  0UO SIIBI [EMAUDI 108 sotuedwod douvINSUT YOTYM o M UWn[od dYJ "UWN[OD POLIdJ “Jens)
V Aewr (sonmuue Funsixo '0°1) saruow piQ) 'sown AQ spoylw Oiseq om) IR YL (3pey *IERo ey Oyl ul umoys st poojueren§ si sjex siy
D WISIRJIP 12 PIAIIAI SOIUOW J0f ARl JUSIIP  09S) dOJP 01 19AdU padjuetens ST 91e1 1S3I01Ul [enU [PIyMm 10) dwin jo gIZud] oYy (e $,90SST 1Udl

16 3OS Q1B SAIBI [BMOUDI JRY) SUBDW SIY] “(poyjour

JoYong,, 10 popueq,,  e¥e) poypuwl | JIeox
JUSUISIAUL,, 10} SPURIS | "SIIUOW MIU UO PAIIPAID

-UB Y] (OTYM MO[2q dJBt JOO[} JO WNWIUIU B }oS
soumuue [[e jsouwr]y “(3uipeay ayey adessy o
-lied Yim uumjod (g dqe], 9s) ajer  adessy,, 1o

-INO Uo deI J0J FWPLIY YIM UWn|od

395) 9Jed IS3IDIUL PAXT] B YILM PIIIPOID
st wmtwaad 1ok Ajmuue poiop e u

July 1999 (Summer Issue) ¢ ANNUITY SHOPPER ¢ www.annuityshopper.com

60



-3usst sy} 10§ papodal jou ynpoid = 6661 17 KW :pouad Asaing

Jnopieg MOYNAL - SIBINUUY PILIdJRJ

- T iljl\J ~panuIuco

WAL | %OLY | %08 , %SOy | %Sl %S0°S $8-0 11 1oty 950§9 TeUONEN UOSYORf

WAL | %09 oo ' m ™ 0L-0 X JONA1d 18149 JVT 30MUEIEND

QU WX T | %08y | %08y | W ™ ™ ¢g-0  UmumE PRuAd 1819 YT S0NULIEND
) wX T | %0CS ™ u T I 001 1104 PIOH 6T11L OI'T W0gIead MoA
S %00y AL | %SIS m | m oo 1 $80 -+ vodERuemy 6Z11L Ol W0qIea(t Hod
S %01 %0'E TR | %S6F b m ™ ™ 08-0 p10g Tende) 6711, OITWwoqrea( 104
%0 %8 %00F AT | %SY9 ™ ™ ™ a $L-0 § MO 1088 6T11L OI'T WoqIead Hod

Q. %00E AT | %S6S %Sy'S %0T'S a m 80+ JOISEUIGIEOM pL7€9 YT TenD B AP
U % %6 %O0'E  SIBOAS %STS b Y 80§ IOISEWUI[EIM pL7€9 YY1 TEND B ANPPLY
To00€  SIOAY %06t x ™ 680 pIOISEUIEIM pL7€9 UVT Tend B ANPPL

") %O0E A %SLY ™ T $8-0 + 2IN[OSAY pL7€9 VT TenD B ANPPLL
QD %I0'E  SIOKS %00°S ™ ™ $8-0 § omjosRY pL7€9 YT TenD B ANPPL
— %00'E  SIEOAY %Sty ™ I $8-0 p mosoy pL7€9 YT TEnD B ANPPII
.n %O0'E  STBOKE %S6p ™ ™ $8-0 mowd yL7€9 UYT TenD B ANPPLL
%SLY ™ ™ $8-0 WSHENE pLTE9 WY TenD B ANPPL

S %S0°'S T ™ $8-0 ApPPY pLTEY AV TenD B AP
< %S6t | %00 %0L'S $8-0 8 vads 78909 Inssy Aymuuy 0035U0)
< %ST'Y I b $8-0 amo3§ 10d 86879 UOTN [PIOIOWUIOD)
%SLY  %SL'S $8-0 5 JUSPISLd O0TLLL TESIOATU() PIQUINIOD

A 3K 1 %SL'S  %ST'S $8-0 a8eIoH 0TLLL [ESIOATU() BIQUINIOD)
13X 1| %STL  %ST'9 $8-0 20101 5,080 OTLLL [ESIOATU() BIQUINIOD

S 13X 1 %ST1 %00° 08-0  Aimoog 65908 SOUBIMSSY I BPEUED)
\Y) SIEDA € ™ b §L-0 vads £0909 AN/ IASSY [ ] 10UV
A\ eu ™ u %00 69-0 vdad €509 98RILOH URSLIUTY
~ WXL | %OUS E 1 $8-0 exnxg eni | ZEp0L [RIRURD uRLINY
QU %00°€ %00°S %00°S e I $8-0 uotsIAenN TEPOL [BI0UD UBOLIUY
G %00€ IR | %STS %ST'S ™ b $8-0 [ UOISIA ZEPOL [BIOUDD UEILIUTY
Q %00y TEX 1 / %00°S %00°S m T $8-0 T+ vads TEPOL [BIDUIH ULOLAUTY
%00'E  TOAL | %STS | %STS m b $8-0 I+ UOISIAU ZEPOL [BI0USD UELIUTY

D %O0'E  TBA 1 W %ots | . , %S0'S | %081 %S0°S $L-0 vads 899 DIV
PUIN ey poLId] 1 aleyd V ey W aney snuog iy sa8vy JweN # DIVN)

* 1y "Ienn) rnn | aseq l aseq aseg “IX ST aseq anss| £o110d sorredwo)

| aey r HAEN | 86 Bny # 86, ‘AON | [euomppy 66, KB Bupodoay

1S3I3YUT PIXL] WINIWAAJ dJSulS ST 3qEL

¢ 61

-872-6684

Call 800

ties direct from the SOURCE

i

Buy your annu



"ausst suy) 10§ pajiodar jou Jonpoad — 1 tge6a1 17 KB potiad Kaang

Upanunuod

%y %6 I %O0'E  SIBIX G E %009 %0€°S - %ST'9 0670 § w0y [e3oy p£689 dyORg UOPUOT

%b %6 I %00C  SIBA € u %0€'9 %09°S m u 08-0 € umooy 8oy P£689 dy1oRJ UOpUOT

w %6 I %00°¢ 3K | Tu %00°L %0€°9 u Iu 08-0 [ UMy [e3oy y£689 OyIoRg UOPUOT
%01 eu %00°¢ Teax | %00°L %00'L %009 u u 08-0 -+owooy 1O pE689 dyEd uOpUo]

a %l %3 I %00€  SIBA ¢ Iu u I %081 %0E'S 66-0  WRIY) SIoARS $6§59 yauag UOdUI']
d %b %3 I %00'€  SIBIA T m u s %081 %0S’S 660  WRIJ YD SIS $65$9 Iyaudg ujooury
p %€ %L I %00°¢ 162X 1 %09°S %09°§ %SLY %08°'C %01°S 660 +I04) S, Neg $6559 1ouag Uodur]
U %0 %ol I %00°€ ®3X | %09°S %09°¢ %SL'b %081 %0t ¥ 6670 0104 5, Jneg $6559 gauag uoour]
% %S I %00t 13X | m Iu %SEY T u 660 A wrmeddo $6559 1yaudg uodur]

Y B %L I %00°Y TedX | b Iu %0€°S u I 66-0 A@stungoddo $6§$9 Iyaudg uodur]
. m %y %L | %00y Teag | %S$8'S %S8’S %00°S u b 6670 I 3srungioddoy $6559 1audg UjooUr]
CW % %01 I %00€  SIBIK T I %SL'Y %00°S %00'C %00°'S 0L-0 § Vads 8ZSS9 189MYINOG,/ 00 "ImSu Y]
Rl i %01 I %00€  SIOX T | %00°S %SLYy %00°S %081 %00°S 0L-0 ¥ Vads 87SS9 1SoMyINOg,/ 00 “ImSu[ P
- %0 %01 I %00€  SIBKT | %00°S %SL'y %00°S %001 %00°S 08-0 € Vads 87SS9 1S9MYIN0S/ 00 "mSY Y1
ol o %3 I %0S'E€  SIBAS Iu u %08 ¥ %081 %00°S $8-0 § 1omma1g 209%9 T HodAay
ol %0 %L I %0$ "€ 183K | %01°S %01'S %SSt - %S1°S $8-0 Aymuuy K3y Z09+9 U1 nodAay

- - d %009  SIBLAS | %00°S %SLY %08 ¥ B U 80 § 9p3urg $98L9 10[1d UOSIf

A % %L, U %STE  SIdL ¢ u %00'S %00°S m 1 $8-0 € Jurg $98L9 1011J UOSIYf
d % %L ey %08 € 13X | %0¥'S %0T’S I m Iu $8-0 Ue[d M3 $98L9 101 UOSIAf
QU % %L U %0$ '€ 13X | %0P"S %0T’S %S6'Y Iy u $8-0 aBepreApy 08 $98L9 1011 UOSIQYf
NN S€ %6 eu %00°€ TedK | %ST'S %S0'§ %00°S m mu $8-0 StUd 1071 $98L9 1011d UOSIAPIS
N % %L eu %08 € Teax | %0C°S %00°S %SL'Y b Iu $8-0  SUOESESXY] $98L9 10[1d UOSIASS
Q K %L ey %0S € 3K | %06’ I u m 1 $8-0 SIDARS X3 $98L9 1011 UOSIAPA[
Ve R4 I %00°€ 1AL | b Iu u - %SL'S §8-0 X914 95059 [RUOLEN UOSYIE(
AV %€ %6 I %00°€ TedX 1 %08°S %0S°S %SLY %ST'E %SLS $8-0  QuQ XeN snuog 9S0S9 [EUONEN UOSNOB[
D %€ %6 I %00°¢ Teax | %08°S %0S°S %SLYy %ST'1 %SL'S $8-0 Xe snuog 95059 TBUOHEN UOSHOR(
LIX TIA | PN ey poLdd ey Aey ey snuog ey sady AueN (# JIVN)

Reby | muy “Jeng) “Ienan aseq aseq aseq XIS Jseq anssy Aorfog satuedwo))

Iopuarmg aley BAEN 86. 30V | 86, AON |[PUOBIDDY 66, ABIN Furpoday

PJU0d ‘mojreg MOYNAL - SIPMUUY PILIJI( IS PIXL] WINfWALJ BUIS ST Qe

July 1999 (Summer Issue) ¢+ ANNUITY SHOPPER ¢ www.annuityshopper.com

62



V
~
S
S
Q
=
v
)
£
S
<
<
<
S
V
S
N
—
V
Q

-ausst sy 10§ popodal jou yonpoid = M 16661 1T A pouad Koaing

T S ﬂ‘ o T ‘,ﬂ» - g‘ :.UOSESQGO
] 1
: : - ; : auag A1LImod
%0 %6 F 1 %08°¢ SIBIA ¢ * %SLY %006 | %00°¢ %00'C %SL'Y 0670 I "AOLd "I9S $L989 1hdu mM. S
: : : - : : audg A1Lmoa
%0 %6 [ %08'¢€ 182X 1 F %00°S P %STS F %ST'S %00°C %0€°S 0670 [ "AOI] T3S $L989 gau m» [ S
, ] : 3 : - : 12Uy K110
%0 %8 I %0S ¢ SIedX ¢ %SLY | %00°¢ _ %00°¢ %00°1 %SL'Y 0670 IIf 181a1d 39§ $L989 1yaudd ) I S
| . : : - . jouag L1Lmoa
9 9 I %08°¢ BUE) N %00°S %ST'S %STS %00°1 %0¢'S 0670 ] PIuRId 03§ $.989 lyauad Al S
o o vdO 80999 JI'T0DIAVS
%7 %38 1 1 %00'¢ ‘\ﬁwom\ %08'¥ \io%m M:\l AUt \\\E‘ N SL-0 +A e
% 9 B b4 %% IesX | %SLY %SL'Y u u Iu SL-0 +M vdO 80
. . ~ o euayly 18€89 PIEpUR]S DUBIY
%< %6 d %00t 12X 1 %O0LY %0L'Y u Ia I $8-0 ds L
o ' %00 %0T'S $8-0 VAW-eudUly 18€89 PIEPURIS DURIIY
%7 %6 1 %00°¢ RLE) %00°S %00 4 u %009 %0 me
%l %6 d %00'¢ 18X | %0L'Y %0L'Y ﬁ u u u $8-0 ds-ofrody [8€89 plepuel§ 1oy
'z . - -opjod IEPUE]S QURI[SY
%< %6 I %00°¢ Jedx | %00°S %00°S l_ u %00'T %0T'S ¢80 VAW-O1100Y 18€89 P e
oL T o%00€ : - ads 0SLOL VT [Emnunuapy
: Ied %0L'Y %0L'Y %S$6'¢ Ta Lt 0L-0 AV
e o H - " e e ' ’ I SL-0 Al VvAdS 0SL0L V&I [emnuniuapiardid
%S %S I %00'¢ STB3X T %0L'Y %0L'Y %S6'¢ Ta -
. . - BPNUIUIPT
%t %t I %00t SIE3X T %0F ¢ %0Y' S %S9'Y Ia i SL-0 M vads 0SL0L V®T 1 -
- ’ : - enynpA rediour
%< %9 I %00t TeaX 1 %S1'S %06t %0EY %001 %0T'S $6-0 +vVAads [LTI9 1 N T -
. . . - jenuapr
%¢C %9 1 %00°S ME) N %SY'9 %S9 %009 - %ST9 $8-0 vads om@OwM B
. . - e I
%¢E %6 1 %00°'€ SUE) N %00'S %06V %09t B E‘ ‘ I ¢80 putmapel] $r9L9 -
| . : - S 2JT TenInjy U
%1 %L I %00 SIB9A L %09t %08t %S1'Y u u $8-0 1 JYISIAIQ vr9L9 AT o g
: - T [®
%1 %L I %00'v SIBX § %0S ¥ %SY't %00 I u $8-0 I 1YISIALK] Pr9L9 ATTI
o %00 SIEdX € %0T ¥ %01t %00'Y Iu Ju $8-0 I 1_YISIAI] 9.9 VT [eNINN UUIJ
(1)
o o H o e ' ’ u $8-0 II TOYISIAL] 99,9 SFT] [PMINN UUSJ
%1 Y%L I %00t Jeax 1 %ST'S %01'S %90t I [ ! ‘
' - £ 010! 90768 [euoneN o1
%0 %9 I %00°¢ ME) %0L’S Lt A I u 06718 23y 010U ot
%0 %9 I %00°€ ALY %S8'S %009 %S€'S Iu u 08-0 38eILIOH 004D 90768 ! = &QZ
. W00 | : sage)sar AT NI
%0 %l l 4 %00t AL | %008 | %00s | m T eu 1T e o
: ’ ) - ueIpx 1
%1 Y%L 4 1 200y SIB3X T %S 19 %ST'S %ST'S %00°C %00°S ¢80 vads £8699 uerprend |
: T : - ueIpIEND) [RUOLIEN
%¢ Yol _ I 2%00°¢ SIedX 7 %0S°S %0S°S %08°S %00'C %00°S 060 paens) 13ssy £8699 uerprens) |
. - ads B/u DI SIMPBINURIA
eu Bu A d %00 Y SIB3A L u %Sttt u Iu u 08-0 ov R
eu eu A d %00 v SIB3X § _ %0L'Y %09t o U xu 08-0 I vads :
|
v . Ad110, sotredwo)
$394 _ [y “1enn “Ieno 1 aseqq aseq 4 um.mm 1X 18] ommm anssy d110d e
Jopuaimg A Ay _ HABN 86, Buy A 86, AON , [eUonIPPY 66, ABN

nofieg MOYIAL - SINMUUY PALIdJI( I1SAIA)U] PIX]] wnu.Ig IBuIS

"PJu0d

'STAlqe.L

. 63

872-6684

Call 800-

irect from the SOURCE

ies di

t!

i

Buy your annu



“ansst s1gy 1o panrodor jou yonpoxd = w i6661 ‘T AN :pound Aaang

%6

T

%l %C %E % %E %t %L %E % 1eag | %S9y %L6'E Iu $L-0 TUMXOY 185y 0SL0L V3T [EMNUIUSPIAOI]
%9 N9 %9 %I %9 %Y %9 %9 %9 [ IBOA T %SSH  %SSh %S i 6670 01 uenney $6559 1yduy ujoour]
%9 %9 %9 %Y %9 %9 %9 %9 %9 [TBIR T %SEE  %SSE  %STE Iu $8-0 [ 2By 103108 8687 UOHI( [BRISWWO))
U %C WL %T %T % %T %L % %T | SOWE  %SOS  %S6V  %0ST | %00°S | $8-0 301047 Mox 0TLLL [BSIOATU[) BIQUMIOD)
~ 6 8 L 9 S 4 £ z 1 potg oy 9y oey oley | sady SureN # JIYN)
a (91 ATBSIOAIIY-UON]) 189 X -PI USNE], “1Ienn . 1mq mJi mg anss[ Adtjog saruedwo))
STEMRIPUUAL $S30X{ 10§ A)[BUdg ey 86, 86, 86, 86, Funrodoy
d Aey ‘Sny "AON Ae]N

p e ATBSIIAIUUY AIIAT JOPUILINS 1 [IA Aynuuy Jo $3)BIYNII)) WNIUIIG J3uIS ‘97 JqeL
U ansst siyy 10§ paprodal jou onpoid = W 16661 17 ABA :pouad Loaing
" B % | d %00'€ Tedg | I Iu I %00°€ %00°S $8-0 snq SuiNg LYT19 A1 % Anuuy HSN
V - - - %00'¢ SIeoX § Iu %SL'S Iu Iu Ry el Ieng R[S LYTI9 YT % Amuuy HSN
.“ %€ %6 d %00°€ B2 | Ju 2%00°'§ Iu %001 %07'S $8-0 6 VAN LYZT19 YT % Aymuuy HgN
L %C %6 I %00'€ Teag | Tu %00y u Iu I $8-0 € VAN LYTI9 YT % Amuuy Hgn
u %€ %6 d %00'¢ Teag | Iu %08 ¥ Tu %00°C %Sty $8-0 SOSRIOD VAN LYZT19 YT % Amuuy Dgn
n %€ %01 I %00'€ Iedy | Iu %00°'S %00°S %00°€ %00°S $8-0 Iopmne 1sampg LYZT19 Y11 % Amuuy H§n
%E %S I %00°€ sIeok ¢ I %SL’S Ju I Iu $8-0 umunejq ‘Apy LPT19 YT % KQmuuy HgN
n %€ %6 d %0$°€ SIBAA | T I 2009 %009 060 $-vVads 6LYE9 "00SSY 10UdE3], PIttu
A %0 %L d %00°¢ SIB9L ¢ I %S6'y %08y %$€°0 %00°S 68-0 Aynuuenyn 89869 JIT eyew( Jo pajun
%0 %L d %00'¢ s1Ba4 | I %01°S %S0°S %001 %ST’S 68-0 Aymuuen|n 89869 JIT eyew( Jo pajun
d %0 %L d %00y Tedx | %01°9 %019 I Iu Iu SL-0 std Vads £9879 YT yreunsniy,
QU B4 %L I %00°€ Ieog | u %809 I Iu u 08-0 1By paoueApY 61069 douemsuy p1epuelg
. KA Yol I %00°¢ Teag | Iu %81°S u T R 08-0 vads 61069 douemsu| pigpuelg
a %01 I %00t  SIBdA 7 %06t %S1°S %06y %00° %STY 08-0 APy AQY] oy 16€16 OI'T WRISIMIINOG
NV %6 %21 I %00'€ 1o | %0L'Y %S6'Y %0,y %08°'C %S0y $8-0 SnUOg UP[OD) 16€16 DT Wisamyinog
f %2 %8 I %08 '€ 160 | %S9t %06y %S9y %00 %00y 08-0 L 33euRApY [6€16 DI WI2ISomyinog
A EA %S I %0S'€ 1B € %0$°S %SL’S 260$°§ %ST’S 08-0 vads ZLL89 AN/IEMINI AILMoog
D %0 %S I %0S '€ Tedx [ %00'S %ST’S %00°S %00°S 08-0 vads 7LL8Y AN/IEMINI A1Lmdag
LIX 11X | PUIN ey pound ey ey ey snuog ey sady dweN # JIVN)
$394 [y “Ieno ‘1ens) aseq aseq aseg IR IS aseq anssy Adtj0g saruedwo))
Iopudmg ey 86,48 | 86, 3ny | g6, AON | [PUoBPDY - 66, Aey Funodoy

INOJIEY INOPIAM - SIPMUUY PILIDJI( ISAINU] PIXI] WNNWALJ JSUIS P JU0d ST Iqe L

July 1999 (Summer Issue) ¢ ANNUITY SHOPPER ¢ www.annuityshopper.com

64



-ansst suip) 1o} popodal Jou = 6661 ‘1T ABA :pound Aoamng

65

*

ities direct from the SOURCE. Call 800-872-6684

Buy your annu

%L |1 %00t %08 '€ T8IA | %9L v I Tu poqu Tu 1080 VAdd 61069 00 URISU PIEPUEIS
Yol | d °%0$y  dqemdow 13X | %0076 %00°¢ %SL'Y - %SLY ﬂ 08-0 vdi ZLL89 AN/TEMN A1LMd3g
%9 _ I %00t - LR u I u %01 %08°S | §8-0  O18Se[) SId 1289 JIT [enuapnid
e Yol ’ I %00t %S0'Y 189X 1 u Iu I %05°0 %S0°¢ , 08-0  WiOpaaL] amny w99 O
"~ %01 ﬂ I %00t eu T34 1 u | u %S0°S %001 Iu ,, 08-0 vadd w9y OIv
1IX ! POIN ey porag ey ey 4 ey | snuog ey - sady weN sorueduio))
a 5934 — mmy Ty adeosy ‘1enon) aseq aseq _ ased 7 Iedx 15| aseq f anssy Korjod unaodoy
S 1puaLmg | mo-eg A | 86, KB | 86, 30V |86, AON | FOBDDY | 66, AP |
Q. mopieg YNAL - SONINUUY PILIJI( ISIINUL PIXI WNIWAIJ QI 8T dqeL
U ‘AjLIngew JOBINUOD 310J3q ISPUILINS UO SN[BA YSBD 30npal 13y Kuu ( Jusunsnfpy anjeA 1NIBIA,, §-9) s981eyd IopuaLins [EUCHIPPY
%0 %< %€ %oV %S %9 %L %8 T %6 SIA 8 u %006 %0¢°8 %006 $8-0 “Teny) 109[95 ] 2 Qmuwy O
S - - - - %V %S %9 %L %L SIS u %0T'S m %00°9 $8-0 6LS BIPPIY 18€89 pIrepuelg 0UBISY
e - - - %t %oV %S %9 %9 %L SIA 9 u %TL'S m %SS9 $8-0 0189 BRI 18€89 PIEpUELS OUBLY
" —y - - %< %t %V YoS %9 %9 %L SIX L mu %b1°S u %00°L $8-0 6LS eIPId 18¢89 prepuelg soueloy
e - %I %< %€ %V %S %S %9 %L SIA 8 u %L8'S u %SL'9 $8-0 0189 BRI 18£89 pIepuelg oUBlRY
"~ - %1 %< %t %t %S %S %9 %L SIX 6 o %IY'S m %0¢'9 G8-0 6LS BRI 18€89 piepuEl§ OUBIY
u - %I %T %t %V %Y %S %9 %l SIA 01 | %S8'S u %SL'9 $8-0 0189 =IdH 18€89 plepuwl§ OUBSY
%T %¢ % %S %9 %l %38 %38 %38 A1 m i u %STY 060 sn[J uegloude ] S65S$9 1yauqy Woout]
n %I %T %t %t %S %9 %L %38 %8 %8 SIA S u u wu %STS 06-0  snjd uelonoR] G659 1yauag ujodury
n %t %t %V %S %9 %L %38 %38 %38 SIX 9 u w nu %01°9 060 sn[J uewonorR ] $6559 1yauay ujoour
%T %¢ %b %S %9 %L %38 %8 %8 SIX L m w wu %09°S 0670 su|d ueonor ] $65S9 Jyauag ujoout]
A %7 %t %¥ %S %9 %L %8 %8 %8 SIA 8 au R u %09°¢ 06-0 sn| uetoloe], $6559 1yauay Ujoour]
%T %t % %S %9 %L %38 %38 %8 SIA 6 u 1 u %09°S 06-0 snjd ueoloe] $6559 1yaudg ujoouty
%T %t %y %S %9 %L %38 %8 %8 S1A 01 u au u %00°9 06-0 sn[d uetoudrf S65S9 Wyauag UjooUL]
d %9 %9 %9 %9 %9 %9 %9 %9 %9 SIA S %559 %SS°9 %00°S %00°S 66-0 0] ueIRE ] $65S9 Iyausy U[odul]
e %9 %9 %9 %9 %9 %9 %9 %9 %9 SIA 9 %599 %S99 %ST'S %ST°S 6670 01 ueipe] S6SS9 1ydudg ufooul]
r %9 %9 %9 %9 %9 %9 %9 %9 %9 SIA L %SL9 %SL9 %0¢'S %0¢°S 66-0 07 uBOHOR] $65S9 1yauag ujooury
%9 %9 %9 %9 %9 %9 %9 %9 %9 S1A 8 %S89 %589 %0v'S %0b°'S 6670 01 uewpe] $6559 1yaudg ujoour
r %9 %9 %9 %9 %9 %9 %9 %9 %9 SIX 6 %S$6'9 %S6'9 %0S°S %0S°S 66-0 0] uetonoe] $6559 1yaudg ujoouly
e %9 %9 %9 %9 %9 %9 %9 %9 %9 14 01 %S0°L %S0°L %06°S %0L’'S 660 071 uenoe] $6559 Wausyg ESE%
f %9 %9 %9 %9 %9 %9 %9 %9 %9 SIA 01 u %06'v %S0°S nu $8-0 01 31y 19[S 86879 UOW[) "UILIOT
e %9 %9 %9 %9 %9 %9 %9 %9 %9 SIA L %0L'V %0Sv %STY u ¢80 L 9wy 19138 86879 uOW[) WO
%9 %9 %9 %9 %9 %9 %9 %9 %9 SIA S %0b'v %ST %01 u 80 S ey 19[S 86879 UOW[} 'URUOT
D %9 %9 %9 %9 %9 %9 %9 %9 %9 SIA € %STY %01'Y %00'% u G8-0 € ey 1935 86879 UOWU[) WWOT
6 8 L 9 1) % 3 < 1 poudd ey ALY ey Aey $98y SueN (# JIVN)
AL JoBHUOY) 01 JOUJ e “IenDy . g m4q g | anss| Ad10d soedwo))
S[RMEIPYIIAL $SIOXH 10] AJ[EU | PIMA 86, KB 863V 86, AON 4 66, AW 7 Funoday

Jje( AILINJEIA Uo S3drey)) J9PUI.LING Ecﬁ_r? A)Inuuy JO $31LIYNII) WNIWRLJ I[3UIS LT IqBL




V
L )
S
S
Q
S
2]
2
=
~
<
<
<
S
V
N
N
hd
V
Q

-ansst s1y} 10 panodas jou onpoid = 1u {6661 17 AR :poLiad Loamg

" paNULUO))
- - d %ST'E TedX | u %00°S %S1°S %0T'8 %0L’S $8-0 8 X34 $9.89 DI'T1011d UOSILIf
%t Yol eu %ST'E TedX | %ST'S %S0°S %08t u ™ $8-0 L X3 $98.9 DI'T1011d uoswyyaf
%0 %l - %ST'¢E T8O | Tu %01°¢ %58y Tu T ¢8-0 PREIE €9L89 DI'TI0TId UOSKYSf
%0 Y%L - %ST'¢ T8I | %SE'S %S1°S %06t u u $8-0 ¢ X314 $9L89 DI'TION uosIysf
%S %6 I %08°¢ TeaX | %0¢°S %01°§ %8y u T SL-0 vadd $98L9 DI'T10[1d V0SS
%t %<1 I %00°¢ IBdX | %08°S %05 %SLY Tu I $8-0 Ix91d 960§9 DI'T [euOHEN UOSHOB(
%9 %Il - %0¢°¢ IedX | %09t %09t u u R 0L-0 X3 oruaid 1819 DI'To9juelens
%0 %S - %00°¢ IBOX 1 %08°S 2%0€°S %S0°¢ u m $8-0 Aaptg pLTE9 "rEnD % AApLY
%0 %S I %00°¢ SI1BdA ¢ %0L"S %0T°S Tu u T $8-0 II 5%®4 Q1] "renn % AIopLy
%l %<1 I %00°¢ TB3X 1 %08t %09t %S50°S %00°¢ %S0'S ¢8-0 [8-V(dAd 78909 SOUBMSSY AJNUUY 0I35UOT)
%b %01 d %0¢°¢ Yyuour | %TL'S %79°S %8T°S Tu ™ $8-0 Sad ULy 86879 UOTU[) [EIOIIUIWOT)
%ob %01 d %085°¢ Yyuour %TL'S %T9°S %8T°S Tu I $8-0 01 X3 SoUuenly 86879 UOU[} TRIOISWIIOT)
Y%b %01 d %08t TedX [ %0S°S %08 %08°S m R $9-0 o vadd 0TLLL TeSIDATUY) BIQUMIOD)
%0 %8 dI %08V PENUOD Tu Ju u %SL9 %SLS $8-0 ND10Y) X3 0TLLL TESIDATUL) BIQUMIOT)
%0 %8 d %0Sv penuoo Tu u E %ST'8 %ST9 $8-0 UBOLIBUIY 0TLLL TeSISATU) BIGUMIOT)
%t %L N %00°¢ TeaX 1 u 2%00°S %00°¢ %ST'1 %00°¢ 060  snid | ALmoog 09018 31T epeue)
%l %01 I %00y - %STS %8€°S %El'S Tu I 69-0 vddd £€509 YT SFLILIOH UBOLDUIY
%9 %01 I %00°¢ - %05°S %0$°S u u ™ 0L-0 X3 GOISTA ZEP0L [BISUSL) URSLIDWY
%C %8 I %00°¢ - %ST'S %ST'S u Iu T 0L-0 1T stid vad:d Zer0L [BISUSD) UBdLIDUIY
%0 %L I %00t T894 | Tu Iu u %001 %S0°S 08-0 WOPaAL amyn. r899 Jri DIV
%b %01 I %00t - %0T'S %08°S %S0°S Iu I 08-0 vadd r899 Jri DIV
L IX 1 IX PWIN ey .@oto& BIN ey ey snuog ey safy JweN (# JIVN)
$93,] 1y “Ienn “Ieng aseq aseq aseq 1K 18] aseq anss| Kotod soruedwo))
Jopudimg ey 86. ABIN | 86. Ny | 86 AON | [PUOBIDDY 66, KB Sunoday
nopieg NOYIA, - SININUUY PILIDJI( }SIU] PIXL Wniwdid QI3 67 dqeL

July 1999 (Summer Issue) ¢ ANNUITY SHOPPER ¢ www.annuityshopper.com

66



(eS| 7 fIT URIPIAGL] A[IOULIO ]

-anss1 ST 10] portodal jou jonpoid — ‘6661 ‘17 KBA :portad Asaing

“"PAnUKU0d

%E %01 I %00°€ 103K | %0€'S %0€'S %SSY u Mt $8-0 arit 0SL0L [PMINUIUIPLAOL]
w %€ %L I %00y 160X | %ST'S %067 %0€ ¥ m I $8-0 vadd  1LT19 OIT [emany redoutig
a %l %L I %00 IATOT | %0€9 %0€°9 %S8'S - %019 $8-0 ueo-VSL 6£089 (b) [EUAPISAIG
d %l %L I %00 IATDT | %0E9 %0€'9 %S$8°S - %019 §8-0 X3 PrOTON 6€089 [EIUAPISAL]
p %€ %L I %00'p 183X | I u m - %067 | $8°0 vadd  1LT19 DIT e [edoutlg
U %0 %9 I %00°€ 163X 1 %06t u bu I u §L-0 + HBWS XEL, 0SLOL ;U1 ¥gaudg] s3dood
%L %L I %00y  STeKT | %SOS m b u hL $L-0 snid o1 0SLOL ;N1 1gouag sadoad

e %S'T %L I %00y  SIBK L | %0SY %0S'¥ %Sy u hL $8-0 11 "SIAL(T pY9L9 JUT [EMININ UUSJ
.m %S'T %L I %00y  SIBOKS | %ShY %Sty %00t m Tu $8-0 11 "SIAI(T pY9L9 AT [ENIY UUd]
...“ %S'T %L I %00y  SIdXE | %0l %01y %00y s I $8-0 1 'sIAIT pY9L9 VT [N U]
~ X %L I %00t Teax | %01°S %01°S %90t I I $8-0 11 "SIAIC pY9L9 VT (BN UUS]
< %€ %38 I %00y TX | %0L’S i u u Syt §L-0 11 Qg 90768 [eUOTIEN OO
< %€ %3 I - - %009 %009 %0€'S u I SL-0 I Ly 90768 1EUOTIEN OO
A %€ Yol d %00°€ 1834 1 %00°S u u bl I $8-0 sa8eIsy I $1669 JVII0K MON
%9 %01 I %00y  SIBA T Iu %0S°S %08°S %00C %00°S $8-0 X34 fadng #8599 UBIPIEND) [EUONIEN

d %€ %01 d %00t "SON 9 %00°S u u u B 08-0 vdd 8599 UBIpIEND) [EUONEN
V) %0 %L d %00'€ Teax 1 %019 %009 %08°S T Iu 08-0 prenn) [eA0y pE689 dLEd TOPUOT
” %8 %1 d %00°€ 103X | %019 %009 %08°S - %00'9 |WWi[ou  pIEnD MmN p£689 ded UOPUOT
QU %€ %l d %00°€ SO € %0L'S %09'S %09°S %001 %01'S 6670 1 PIoD Jsumnyg $6559 1YAUAY UOOUr']
Y. BEG! %L I %00°€ SIK T %00°S %SLY %0S'¥ %001 %00°'S 08-0 000€ Xd1d 87SS9 1SOMUINOG/I]
U %0 %ol I %00°¢ 183K | I u %0S ¥ %001 %S8Y 08-0 wmooy Aoy 709y9 1T Wodkay
D %€ Yol 1 %08°€ 180X 1 %06t %06 ¥ u Iu Iy $8-0 uonIppy A3 209%9 YT HodKay
$39,] IopuUdLMS [y “Ienn) ‘Jenn) aseq aseq aseq IR IST aseq anssg Lnog sotuedwo))

aley 86. KB | 86. SNV | 86, AON | [UOUPY 66, AB Zunodoy

moqreg JNOYPIA - Sdnauy 32&9@ amwuoaﬁ POXI] WNIWRIJ QXA PIU0) ‘67 dqeL

67

*

. Call 800-872-6684

ities direct from the SOURCE

Buy your annu



V
s
S
S
Q
>
g
2
=
=
<
<
<
S
v
A\
\
=
V
Q

*anSSt S 10J pajrodau jou pupoid = 1u {6661 ‘17 ABA :pouad Kaaing

%€ 1 %L I %00°€ Ieax | %09t %09 m Iu Iu 0L-0 SIXId  LpTI9 Yr1 ® Amuuy oSN
%€ %6 I %00°€ IedX | %09t %09t %ST'y yu Iu $8-0 6X31d  LpTI9 JrT P Anuuy DN
%L %1 d %00°€ 163X | Iu T Iu %00°T %STS $8-0 PG X LpZ19 AT B Amuuwy DSN
%< %6 I %00°€ TedX | %00°S %SL Yy I Iu I $8-0 BANS WRADY  Lp719 YPIT B ANmuuy DS
%3 %0¢ d %00y IedX | Ju u %879 %00'S %ST°9 $L-0 SNUOY-X3[] 6LFEY SIOYOBIL paNUn
%0 %01 I %00'F 1834 | %0S 't %SL'y %STH | %001 %0St | $80 X[ snuogy 89869 BUEWQ JO PANUN
%2 %01 d %00t TedX | u %009 Iu I Iy $L-0 YRSIE £9879 reunsniy,
%€ %%l I %00°€ TedK | %ILY bu Iu Iu I 08-0 vadd 61069 0D "msuf pIepuel§
% Yol d %00y - %06'S %06'S %SL'S - %S$9°§ $L-0 ANI-X314 [6€16 DI'TWIASIMINOG
% %8 I %08°€ - %01°S %01°§ %00°§ - %00°S SL-0 MBI Mg $L989 Iygauag A1Lmdog
%€ %9 1 %00°¢ Iedx | %0$°S 2%08'S B u I §L-0 d ouAjg 80989 (b) DI'T ODHAVS
%T %8 I %00°€ SO 9 %SS¥ %85S P I T Iy SL-0 AVdO 80989 (b) DI'1 0DHAVS
Yol %6 I %t €y ‘SO 9 %SLY %SLY Iu Iu Ju $L-0 m vdd 80989 (D) OI'T ODHAVS
%0 %9 I 2%00°€ JedK | T u - - %00°S $8-0 dId 14789 [enuspnig
%0 %L I %01°¢ SIX9 u %0T ¥ u u u $8-0 A13A0081(J 14289 [enuapnig
LIX 11X PYIN aey poLRg ey ney ey nmoury aey $93y SwreN (# JIVND
8391 [y “Ienn “Ienon) aseq asegg aseq i snuog aseq anssy Ad110d4 satedwo)
IdpuaLmng AP 86. AeIN 86. ‘3ny 86. "AON IR ST 66, ABN Suniroday

ofleq JnOMIAN - SIPIMUTY PIALIJI( ISBIUT PIXL] WNIWALJ IGIXI] ‘P IUOD) 6T AqEL

July 1999 (Summer Issue) ¢ ANNUITY SHOPPER ¢ www.annuityshopper.com

68



———

666117 ke pourad Adaing

-

(1) "N XD

sy AILMIRIA] TBIA L

saley AILMEN 189X S

|
,

(LD %0ES |
85 1EVS 766'0€s  (1)%0€9 800°69% # $9°S9pS $LT'STS 26009 9TLYLS | §8-0 (Kg) TN WORS  LHZ19 YT B Aymuuy HSN
|
(LD %0SS _, 6.5 BINPRIE
L9 EpbS 07z'zes (D%00'L 08L°L9% - - - - $8-0 VIdS budly  [8€89 PIEPUEIS NUEIY
- - - - 10Tr¥S 8TOVLS %S9 1L6°SLS $8-0 Aymuu-1quio)) 6£089 (bu) renuapisald
- - - - 80°79¢$ 9LE‘0TS %99t €79'6LS 660 30104 §JAES 1ygaueg Ujoour'y
$8°S6vS T61°SES w9s 808799 / - - - B ¢8-0 20104 S, 0dD  0TLLL TESIATU(Y eIqQUIMIOTD)
i 010D
- - - - _J 60'6vS$ 891°67S  %S6'S TE8°0LS $8-0 SJUOPISAI  (7LLL [BSIATU( BIQUMOD
oIy UMIUL] ey il g ﬂ JUNOUIy WL ey W1 g l sady SWEN (# DIVN)
awooy| Ayuuy 1S9J91U] Amuuy | Awodu] Amuuy 1S2IU] Amuuy anssy Aorjod saruedwo)
ATIROW Awoduy jenuiry paLR Ao JWOodu| [enuuy P guruoday

SonIMUTY PALIRAC PUE ATIPIWM] (UOPEUIqEO),) IS “0F AL

oe1u09 9y} Jo uonod Aymuue Jyerpouiul
o) 0} POJEOOJ[R SI YOIym JudunSaAul [eurSLIo
oy Jo junowre dy) syodal uwnod WML
Aymuuy WO, (s18aK L 10 G o) saIny
-pw 1OBIUOD A} JUUN YIuouw {oed ojqeAed pue
YeRUod oY) Jo uoniod Aynuue dIBIPIWWL Y
Aq pajeIoudd St yoIyMm SwWodul Aqyuows 3y SISY|
Junoury dwodu] A[fIUCIAl,, PIPedY UWN[o)
quounsoAul [eurSHo dyl JO junowe g 94

Split Annuities Update

0} yoeQq MOIZ 0) AyINuUE PALIAJIP 2y} 10} PISE
10S JUNOWE 2y} SI SIYJ "I9eNU0d dy) JO uonysod
Aynuue paiIRJop Y3 0} PajedOfje St Jey) Jud
-)soAuUl [eUISLIO dY} JO Junowe ) SOAIS UWINjod
umpuRag Amuuy  paLRRd,, “(poyensnit
§e SIEOA UDAIS JO DAY} JOYNd) JoeXUOd dY) JO
oy oy 10y Aynuue npds ay) jo uonsod pa1IRFOp
oy UO pouIEd djel Yl SIjEIIpUL (IIBY
1$313)U]  [enUUY, PPRAY UWNODH
‘000°001§ JO IUSWISIAUL UE UO paseq dIE

¢Z 9lqel ut sundy YL ‘(sieak [ pue S1edk
¢ Jo pud oy Je ‘mo[2q ST IqEL ur) owy Jo pout
-od paryoads e Jo pue 2y} Je pauInial St junowe
oseyound [enur Ayl Jey) aojuerend ® pue mofJ
-ysed ajerpawiwl apiroid sapInUUE ISAYL (1
o[qeL) ANnuue dIeIPIUIWT UTBHAY) POLId] B PUE
(g7 21qel) Annuuy JO 91BdYRIRY ® JO saIny
-89} oy} Suruiquiod yonpoid pLghy

® A[[enusssa aJe (seninuue uoneu

-Iquo)) Pa[[Ed OS[E) SdnInuue md

69

872-6684 ¢

Call 800-

irect from the SOURCE.

Buy your annuities d



Equity Indexed Annuities Update

quity index annuities
(‘EIAS’) are generating
widespread interest.
This new kind of annuity combines
the safety of traditional fixed (‘no
risk to principal’) annuities with
potential for higher yields afforded
by investing in stock index options.
In an EIA, interest earnings are tied
to stock market performance even
while return of principal is guaran-
teed when the stock market de-
clines.

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 initial
premium. The benefit of a mini-
mum 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 re-
turn (that is, 90% of initial pre-
mium 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 capi-
talization. The index, however,
does not include reinvested divi-
dends.

When the EIA term ends (usually
after 5 or 7 years), the account is
credited the greater of the com-
pounded Guaranteed Interest or the
excess earnings attributable to In-

dex-linked Growth. The latter is
usually calculated on 100% of pre-
mium (whereas minimum guaran-
teed account values often are based
on 90% of premium).

How to Compare ElAs

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

Nevertheless, a few generalities
do exist. All EIAs invest the major-
ity of their premium dollars in
bonds and government securities.
The rest is used to purchase call
options and employ various hedging
strategies on the underlying S&P
index. Variations in these strategies
determine how competing EIAs are
structured. To further protect them-
selves 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 re-
gardless of the underlying S&P 500
Index performance. Thus, if the
stock market returns 30% in a par-
ticular 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% par-
ticipation rate, explained below.)
Caps are generally employed in
EIAs which use the Annual Reset
method for calculating 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 purchase.
An 85% participation rate in one
EIA can produce greater net returns
than a 110% participation rate in
another, and vice versa.

Yield Spread

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

Three main types of index annui-
ties 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 usu-
ally only two days in this index cal-
culation method: the starting point
day and the ending point day. The
gain is simply the difference be-
tween 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, S or 7
years later), the gross return would
be 75%. (Subtract 400 from 700,
then divide 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 mar-
ket 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’ ending 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 av-
eraging 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 ina
gain which can never be lost during
a later market downturn. The
‘starting point’ index value is reset
at the beginning of each year for
gain recognition. And if the market
goes down, the negative index
movement for that year is treated as
a zero gain (and no premium dol-
lars are ever lost). These methods
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 ex-
ample, if the stock market registers
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.) Because the
starting point for the second year is
now reset at the new lower first-
year end-point value, any recovery
from that lower level will be cred-
ited 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

es Update

of the policy’s 5 or 7 anniversary
dates) and the starting point, which
is the index value on the date the
EIA was issued. (The starting point
is not reset each year.) These meth-
ods lock in the highest S&P Index
Jevel attained on the measurement
dates by ‘looking back’ over the
term. They credit gains based on
the highest water-mark anniversary
value and the participation rate, if
applicable.

High point EIAs typically feature
participation rates of about 70%,
but not caps. Because the high-
point return may only be calculated
once during the term, there may not

be compounding of interest.

Market Volatility and Averaging
Returns

Calculating returns by
‘averaging’ can be an effective way
to reduce the risk of market volatil-
ity. Averaging will smooth out the
peaks and troughs in the perform-
ing 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% partici-
pation 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 ap-
ply averaging often show lower
overall gains than either the annual
reset or high-water mark EIAs.
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An averaging EIA is more likely
to achieve a consistent rate of re-
turn with a somewhat higher de-
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 Re-
set 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 multiple
index ‘entry’ points. By contrast,
the long-term point-to-point and
the high-water mark anniversary
look-back methods use a total re-
turn 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 aver-
aging, it may generally be hypothe-
sized that the High Point (High
Water Mark) Look Back and
Point-to-Point methods should out-
perform the capped Annual Reset
methods if the stock market moves
in a steady uptrend during the term
in question. By contrast, the An-
nual Reset methods should excel

during long periods of choppy or
trendless market activity.
Ligquidity

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 access
to any of the earnings or growth
during the term of the contract).

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

In general, EIAs are not designed
for maximum liquidity during the
accumulation phase. With-drawals
may have an adverse effect on the
crediting of interest. Some con-
tracts forfeit any earnings that oth-
erwise would have been at-
tributable to the with-drawn funds.
For example, if funds are with-
drawn 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 indi-
vidual features of competing EIAs.

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

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

A final cautionary note is that
the S&P index only accounts for
increases or decreases in the price
of stocks in the index; it does not
factor in the value of dividends or
the compounded reinvestment of
dividends. This is significant be-
cause historically the long-term
returns that are reported for stocks
typically include amounts attribut-
able to dividend reinvestment. As
a result, the return achieved by an
equity index annuity that is based
on the S&P index could be sub-
stantially less than the return ob-
tained by making a direct invest-
ment in the stocks that make up the
index.
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Most states have guaranty funds to help pay the
claims of financially impaired insurance compa-
nies. State laws specify the lines of insurance
covered by these funds and the dollar limits pay-
able. Coverage is usually for individual policy-

Life & Health Guaranty Associations

held in  unallocated group contracts. Most
states also restrict insurance agents and compa-
nies from advertising the funds’ availability.

There are many issues, too numerous to describe
here, which determine the type and extent of

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 As-
sociations (NOLHGA, 13873 Park Center Road,

holders and their beneficiaries and not for values coverage available. You are advised to consult Suite 329, Herndon, VA 22071). NOLHGA
! Max. aggregate Max. death benefit Max. Hability for cash Max. liability for Insurance
| benefits for all with respect or withdrawal value present value of Commisioners”®
' Alabama $300,000 - $100,000 $100,000 (205) 269-3550
f Alaska $300,000 $300,000 $100,000 $100,000 (907) 465-2515
i Arizona $300,000 - $100,000 $100,000 (602) 912-8420
Arkansas $300,000 $100,000 $100,000 $100,000 (501) 686-2900
California $250,000 $250,000 $100,000 $100,000 (916) 445-5544
Colorado $300,000 $300,000 $100,000 $100,000 (303) 894-7499
Connecticut $300,000 $300,000 $100,000 $100,000 (203) 297-3802
Delaware $300,000 $300,000 $100,000 $100,000 (302) 739-4251
Dist. of Col. $300,000 $300,000 $100,000 $100,000 (202) 727-8000
Florida $300,000 - $100,000 $100,000 (904) 922-3100 |
Georgia $300,000 - $100,000 $100,000 (404) 656-2056
Hawaii $300,000 $300,000 $100,000 $100,000 (808) 586-2790
Idaho $300,000 - $100,000 $100,000 (208) 334-2250
Ilinois $300,000 $300,000 $100,000 $100,000 (217) 782-4515
| Indiana $300,000 - $100,000 $100,000 (317) 232-2385
Iowa $300,000 - $100,000 $100,000 (515) 281-5705 i
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 i
New Jersey $500,000 $500,000 $100,000 $500,000 (609) 292-5363 B
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 e
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Annuities which are invested in an in-
surance company’s General Account are
as secure as the stability of that carrier’s
investment portfolio. Annuities are not
federally insured (eg., FDIC). They will
probably be covered by the State Guaranty
Funds but that may fall short of the total
amount in an account if it holds more than
the fund’s limits of coverage.

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

Insurance Company Ratings

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

ALPHABETICAL RATINGS

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

from S&P indicates the company is very
close to liquidation. In the case of Weiss,
an “A+" is the highest rating and assigned
to only a few companies. For 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 S&P

# Cos.

910 Grade Rank

Grade

Rank

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

as of 8/98

as of 8/98

47

as of 8/98

as of 8/98

62

106

as of 8/98
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the amount and soundness of its reinsur-

Rating Agencies

moditiers and “not assigned” designa-
tions, are as follows:

A.M. Best’s Ratings

A. M. Best Co. is the oldest insurance Rating Categories
rating agency in the world and has been A+ A+ Superior
reporting on the financial condition of A A- Excellent
:nsurance companies since 1899. It has B++ B+  Very Good
b .. lphabeti ti B,B- Good

een ass'lgnmg an alphal epc ra ing Cit,C+  Fair

scale to insurance companies since D Below Minimum Standards
1976. Best’s evaluates a company’s E Under State Supervision
Relative Financial Strength and over- F In Liquidation
all performance in comparison with oth- | Rating Modifiers
ers. Best’s ratings should not be taken
as a guarranty of any insurer’s current p Pooled Rating

fu bili . | o Reinsured Rating
or f tur.e ability to meet 1tS con.tractua e Parent Rating
obligations. Best’s charges an insurer x Revised Rating
$500 for a letter rating. (Contact AM. W Rating Watch List

. g Group Rating

Best Company, Oldwick, New Jersey . oo lidated Rating
08858.) q Qualified Rating

A. M. Best’s rating is assigned after
evaluating a company’s financial condi-
tion and operating performance both in

“Not Assigned” Categories

- - NA-1 Special Data Filing

qualitative and quantitative terms. NA-2 Less than Minimum Size

Quantitative evaluation examines (1) NA-3 Insufficient Operating
Y aas . Experience

profitability, (2) leveragg, 3) llquldlty, NA-4 Rating Procedure

(4) reserve adequacy, and (5) reinsur- Inapplicable

ance. Qualitative evaluation is based on NA-S Significant Change

(1) spread of risk, (2) soundness and ap- NA-6 Re‘“s‘l’nrz‘;g Unrated

propri.ates of reinsurance, (3) quality NA-8 Incomplete Financial

and diversification of assets, (4) ad- Information

equacy of policy reserves, and (5) ade- 1;:'9 Company Re‘l‘;:‘

quacy of surplus, (6) capital structure, 1 Rating Suspen

and (7) management experience. Rat- Financial Performance Rating (FPR)

ings are reviewed both on an annual and
a quarterly basis.

The rating scale uses letter grades
ranging from A++ (Superior), the high-
est, to F (In Liquidation), the lowest.
The letter grade can also have a modi-
fier that qualifies it. The A++ highest
rating is based on a company's favorable
comparison of profitability, leverage,
and liquidity with industry norms; fa-
vorable experience from mortality,
lapses, and expenses; quality and diver-
sification of investment portfolio; strong
policy reserves and a surplus to risk ra-
tio that is above that for the average life
insurance company. Also examined are

scale.

Secure Ratings

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

ance and the competence and experi-
ence of management.
The rating categories, including

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

the company’s rating, is $20.
You can also receive just the letter rat-
ing by dialing a 900 number. (This 1s a
toll call at $2.50 per minute.) Call A.
M. Best at (908) 439-2200 for instruc-
tions on how to place the call.

Standard & Poor’s
Ratings

Standard and Poor’s, which began
rating insurance companies in the mid
1980s, assesses a company’s Claims-
Paying Ability—that 1s, its financial
capacity to meet its insurance obliga-
tions. S&P forms its opinion by exam-
ining industry-specific risk, manage-
ment factors, operating performance
and capitalization. Industry-specific
risk addresses the inherent risk in and
diversity of the insurance business being
underwritten. Management factors in-
clude how management defines its cor-
porate strategy and the effectiveness of
its operations and financial controls.
Operating performance focuses on a
company’s trend for current and tuture
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 so
over a long period of time. “AAA” com-
panys ofter superior financial security
on both an absolute and relative basis.
They possess the highest safety and
have an overwhelming capacity to meet
policyholder obligations.

As a group, the claims-paying ability
ratings are divided into two broad clas-

Buy your annuities direct from the SOURCE. Call 800-872-6684 ¢ 85



sifications. Rating categories from
‘AAA’ to ‘BBB’ are classifed as
“secure” and indicate insurers whose
financial capacity to meet policyholder
obligations is viewed on balance as
sound. Ratings categories from ‘BB’ to
‘CCC’ are classified as “vulnerable” and
indicate insurers whose financial capac-
ity to meet policyholders obligations is
viewed as vulnerable to adverse eco-
nomic and underwriting conditions.
Plus (+) and minus (-) signs show rela-
tive standing within a category; they do
not suggest likely upgrades or down-
grades. For certain companies, the S&P
rating includes a ‘q’ subscript, which
indicates that the rating is based solely
on quantitative analysis of publicly
available financial data. In the case of
claims-paying ability ratings, this is the
statutory financial data tiled with the
National Association of Insurance Com-
missioners. Annuity & Life Insurance
Shopper does not include the ‘q" sub-
script rating.

RATING CATEGORIES

Secure Range:

AAA Superior financial security. Highest
safety.

AA Excellent financial security. Highly
safe.

A Good financial security. More suscepti-

ble to enconomic change than highly
rated companies.

BBB Adequate financial security. More
vulnerable to economic changes than

highly rated companies.

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.

Rating Agencies

S & P ratings for individual compa-
nies are available at no charge. Finan-
cial reports are $25 each. Write to Stan-
dard & Poor’s Corporation; 25 Broad-
way; 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 sum-
marize the likelihood that a company
will be able to meet its senior policy-
holder obligations. Moody’s considers
both quantitative and qualitative factors
in the following areas: product lines,
industry competitive positions, markets,
distribution systems, organizational
structure, earnings trends and profitabil-
ity, performance and quality of invest-
ments, asset/liability management and
liquidity, surplus position relative to risk
profile and affiliated companies. A very
important part of the evaluation is un-
derstanding management’s philosophy
and the company’s strategic direction.
The rating, therefore, involves judg-
ments about the future and includes as-
sessments on how management and
companies will respond to worst case
scenarios. Moody’s annual fee for a rat-
ing is $25,000. (Contact: Moody’s In-
vestors 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 (ic., Aaa, Aa, A,
Baa, Ba, B, Caa, Ca, C). For classes Aa
to B, Moody’s adds a numerical modi-
fier, from 1 (at high end of category) to
3 (at the lower end) to indicate the ap-
proximate ranking ot a company in the
particular classification.

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 li-
quidity. The evaluation involves both
quantitative and qualitative tactors.
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Rating Agencies

The quantitative factors focus on
profitability, operating leverage, surplus
adequacy, asset quality and concentra-
tions and the adequacy of policy re-
serves. An important emphasis s the
sensitivity of the insurance company to
volatile business cycles, major shifts in
interest rates and the ability of manage-
ment to deal within those circum-
stances.

Duftf 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 modified 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.

AA Modest risk.

AA-

A+ High claims paying ability.

A Variable risk over time.

A-

BBB+ Below average claims paying

BBB ability.

BBB-

BB+ Uncertain claims paying ability.

BB Protective factors are subject to

BB- change to change with adverse economy.

CcCcC 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 Duft &
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 fu-
ture ability to pay its claims under diffi-
cult economic conditions when the po-
tential for liquidity problems is in-
creased. The most important indicators
used are risk-adjusted capital ratios, '
which evaluate a company's exposure to
investment, liquidity, and insurance risk
in relation to the capital that the com-
pany has to cover those risks during pe-
riods of average and severe recession.

The Weiss Safety Rating scale ranges
from A to F (see details below). Weiss’
rating standards are generally more con-
servative than those used by other agen-
cies. For example, the distribution of
1991 Weiss’ ranking found only 2.8%
of all companies rated achieved an A
grade, 13.6% were rated in the B class,
37.2% at C, 20.2% at D, 4.5% at E, and
3.1% at F. Whereas Weiss’ ratings
closely followed a bell-shaped distribu-
tion, the ratings by Best’s, S&P, and
Moody’s fell predominantly inthe A
and B classifications alone.

To achieve a top Weiss rating, a com-
pany must be adequately prepared to
withstand the worst-case scenario, with-
out impairing its current operations. It
must also achieve an acceptable level in
all five components of the Weiss Safety
Rating: equity, investment safety, profit-
ability, leverage, and size. A company
that has a very weak investment cOmpo-
nent but does well in all other categories
would still rate poorly. This means that
companies 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 information
contact Weiss Research, 4176 Burns
Rd., Palm Beach Gardens, FL 33410; by
telephone (800) 289-9222 or fax (407)
625-6685.

Buy your annuities direct from th

+/-

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

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 ma-
jor financial crisis, we feel that this assessment
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 eco-
nomic downtumn or other financial pressures,
we feel it may encounter difficulties in main-
taining 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 & 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 holding
company rather than as an underwriter.
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