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ADVERTISING in ANNUITY SHOPPER:
Here's your opportunity to reach the many
insurance agents and brokers who are most
interest in your products and services. Call for
our full-page rates. Closing is the 10th of the
month of March, June, September, and
December. ‘

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

ANNUITY & LIFE INSURANCE SHOPPER 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.

If you are well-versed in annuities, you will probably
want to start with our /mmediate Annuities Update or
Deferred Annuities Update sections. There you’ll find our
latest survey results on annuity rates and policy perform-
ance. If you are a novice, may we suggest you read our
booklet entitled the Pros and Cons of Fixed and Variable
Annuities and 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: AM. Best,
Standard & Poor’s, Moody’s, Duff & Phelps, and Weiss
Research. Also, shown is each company’s assets and
surplus levels.

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. /,
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Continuing Education

Charitable Gift Annuities
A Win-Win Situation

Charitable gift giving is very much in
the news these days. Many nonprofit
organizations that had depended upon
federal funding for a large part of their
operating budgets are experiencing re-
ductions from that source.

Income tax levels are becoming in-
creasingly punitive. People are looking
for legitimate forms of tax relief.

Additionally, more and more Ameri-
cans are facing the
probability that Social
Security will be a com-
pletely inadequate
“safety net” for their
retirement. These con-
cerned people are look-
ing for tax-favored
ways to augment their
future retirement in-
comes.

Charitable gift annu-
ities (CGAs) provide
one solution to these
concerns. A gift annu-
ity offers immediate
tax relief, and has the potential to pro-
vide some tax-free retirement income.
In exchange for the gift contributions
made to a charity, the charitable institu-
tion guarantees a retirement income,
either immediate or deferred which can
last for the entire lifetimes of the donor
and spouse. In addition to the economic
advantages, the donor can experience
the satisfaction of seeing a part of the
proceeds of a gift put to immediate use
in a charitable institution which is dear
to his or her heart.

How Do Charitable Gifts Work?

One popular method is the gifting of
an irrevocably assigned life insurance
policy to a charity. In that scenario, the
donor deducts premiums as gifts, and
upon the donor’s death, the charity
reaps a substantial benefit. Variations
of charitable remainder trusts are an-
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other option for deferred giving,
While the donor enjoys the benefit of
lifetime income, the charity must wait
for the donor’s death before taking
ownership and utilizing the gift re-
mainder. A CGA, however, which is
reinsured with an immediate annuity
provides the charity with the advan-
tage of immediate access to a signifi-
cant portion of its gift proceeds.

Charitable Gift Annuities

A CGA is one of the easiest forms
of planned giving. In exchange for an
immediate gift to a legitimate
501(c)(3) charity, the donor is
promised a specified lifetime income.
The exact amount of that gift is
agreed upon at inception. Typically,
the life income goes to the donor or is
shared as a 100 percent joint and sur-
vivor option to the donor and spouse.
The arrangement is that simple.
There is an agreement of understand-
ing between the donor and the charity.
The charity’s stability and reputation
provide peace of mind to the donor. If
the charity ceased to make the agreed
upon payments, the donor would be a
primary creditor against that institu-
tion. Obviously, a century-old estab-
lishment such as a nonprofit hospital
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or major community church would have
an easier time attracting a CGA donor
than would a recently-established orga-
nization.

The maximum rates of return that are
typically paid on these uninsured annu-
ities are established by the American
Council on Gift Annuities. The ACGA
was established in 1927 as an answer to
the “bidding wars” for donor dollars.
Meeting each three
years—the most cur-
rent meeting in May
1995—this grouping
of a large number of
substantial national
charitable organiza-
tions uses interest and
mortality assumptions
to set up current actu-
arial tables.

In a traditional situ-
ation where the donor
dies around his or her
actuarial life ex-
pectancy, the charity
would have paid him a combination of
interest and gift principal, which yielded
a remainder of 50 percent. It is that
substantial “expected remainder” which
helps drive the IRS’s acceptance of the
CGA as a legitimate gift with well-
defined tax advantages.

In the event a wealthy donor accepted
a rate of return below the ACGA tables,
it would pass on an even larger gift por-
tion to the charity at the donor’s death.
In the event an organization offered
rates of return considerably above the
established tables, it runs the risk that
the IRS may disallow the contribution as
a gift.

How does Annuity Reinsurance
Work?

Remember that the agreement is for
the charity to pay a lifetime income to
the donor. Once the agreement is com-
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pleted, the manner in which the charity and mortality risk. The insurance clinic in the 1970’s for $100,000 and at
invests its assets to carry out that goal is company actuarially assumes all of age 35 wishes to sell his building so that
exclusively the charity’s business. The these risks. In addition, the insurer he can then go and work as a chief
organization can take the full proceeds takes on the administrative duties of physician at a hospital for the next ten
of the donor’s gift to a bank’s trust de- monthly income payments and tax years before his retirement. The clinic’s
partment and ask them to manage the reporting. value has appreciated to $500,000.
assets in a portfolio. The bank, how- Selling it outright would trigger a

ever, cannot guarantee that the princi- What if the Donor is Very Old or In $400,000 capital gain. If our doctor
pal will last for the lifetime of the Poor Health? gifted this appreciated property to his
c{onor. I.n the ev.en.t that market condi- In these situations, the charity may hqspital, the hospital could li'quidate it
tions s;rlously dlmll}lsh thg value of a purchase a life annuity with a period at 1t.s current market value with the fol-
portfolio, those contmueq income pay- certain guarantee. Such an annuity lowing results: '

ments may cegse.. Also, in the even.t provides a life income regardiess or . The doctor Would receive a tax deduc-
that a donor significantly exceeds his or the donor’s lifespan plus it guarantees tion based on its full apprgmaFed current
her life expectancy, all the resources of value—and the nonprofit institution

the gift may be exhausted. would not have to deal with the capital

gains tax. The doctor would then be
guaranteed an income which not
only reflects the current value of
his gift, but also its compounded
value over the next decade before
that retirement income stream
commences.

The taxes become a little
more complex in this case.
While the outright immedi-
ate deduction is still taken,
there will be some recog-

nition of capital gains

because the gift was not

If the gift proceeds are gone, the
charity must reach into other re-
sources to continue the lifetime
payments. By utilizing annuity
reinsurance, however, these
risks can be completely elimi-
nated.

In a reinsurance transac-
tion, the charity takes the
entire gift from the
donor and in turn pur-
chases a life annuity
from an insurance
company with the proceeds.

The annuity can be immediate or de- the income stream pay- completed outright—the doctor still re-
ferred. The cost of purchasing that life- ments for a minimum fixed period, served the right to future revenue. How-
time annuity is lower than the amount say ten years. If the charity is both ever, at retirement, he can pay his re-
of the gift which was tendered. the owner and the beneficiary of the maining capital gains taxes on an
In the case of immediate income an- annuity, it could benefit from any un- “installment plan” over his life ex-
nuities to donors in their seventies or used future guaranteed payments in pectancy. A part of each income pay-
older, the charity may be able to obtain the event the donor dies within the 10 ment would be taxed as either ordinary
the life annuities at a 35 to 50 percent year guarantee period. income or as capital gains. The capital
discount. That spread between gift and So in a situation where a donor gains may well be taxed at a lower tax
purchased annuity represents outright only survived two years of that 10 rate than the ordinary income.
cash which is available today to the year period certain guarantee, the re- When the remaining capital gains
charitable institution. The balance can maining eight years of payments have been paid off over the doctor’s ac-
be invested in an endowment fund, or would go directly to the charity as tuarial lifetime, a few good things hap-
used for other purposes. beneficiary of the policy. In this in- pen: If the doctor is living, his guaran-
When a donor is concerned about the stance, the charity could ultimately teed life income payments continue; and
guarantee of income that a charity is obtain significantly more that its an- with the capital gains having been paid
making, the annuity reinsurance is a ticipated 50 percent remainder. off, his annuity income stream will be
valued dimension which helps the donor taxed at a much lower rate.
proceed with the gift. The charity is Gifting an appreciated asset

able to reassure the donor that a finan- ) Prospecting for Charitable Gift An-
cially strong insurance company stands Many younger donors—profession- | 1o
behind its commitment to guarantee ils’ entrepreneur, mve}?o;s;—may
: : : . ave a current asset which has appre- :
:;;mnsz;;rliet?rtlfel;l;;);l:l.mzl;;l;rﬁ;yau ciated considerably. Take the exam- fjabl% 1gtem, .f”tl"hosefwho .have alrgady
the interest rate risk, investment risk ple of a doctor who purchased his cecdec o git toa favorite orgamzz.itlon
’ m the future may well want to consider

Ask your clients if they have a chari-
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the possible income and tax advantages
of executing a gift today rather than
upon death. The charitable intent is still
first and foremost. There are other
things that your clients can do with their
money besides give it away. However,
in the event that they wish to give a gift
to a favorite charity and see their gift
begin working during their lifetimes, a
CGA may be their best option.

The simplest way to begin a CGA
program in a charity is to contact their
donor base of older clients who are in
their retirement income years. These
donors typically have many fixed invest-
ments such as CDs, T-bills, and the like.
It may make sense for those donors to
roll over some of those proceeds into a

Continuing Education

CGA. The CGA can also be struc-
tured to allow for the creation of a life
insurance estate upon the death of the
donor. If the donor is willing to ac-
cept a reduced income stream, part of
the donation may be diverted to pay
the premiums on a life insurance pol-
icy. This will generate a death benefit
to relatives which could replace the
capital gifted to the charity. Or the
charity can be named as the benefi-
ciary of the life insurance policy to
receive the death benefit as a future
gift.

Conclusion

A charitable gift annuity can pro-
vide to both a donor and a charity sev-

eral important financial planning ad-
vantages. Donors can increase their
income while obtaining significant tax
reductions. Charities can tap into
sources of funds which would not be-
come available until the death of the
donors. The CGA is a classic “win-
win” situation to donor, charity, and
agent alike.

[Adapted from an article by Larry H.
Mayfield which appeared in Broker
World magazine, December, 1995.
Mayfield can be reached by mail at
Great American Life, P.O. Box 5420,
Cincinnati, OH 45201-5420. Tele-
phone: 800-438-3398, ext. 3315]

Delivery!

for your SPIA Quores
Call 800-872-6684
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Designating Spouse as IRA Beneficiary

From a tax standpoint, the best choice
of IRA beneficiary for most married
couples is the surviving spouse because
the income and estate tax laws favor
such a designation. If the client wants
other individuals, such as children, to
share in his estate, for optimal tax re-
sults, assets other than the client’s
IRA(s) should be used to fund bequests
to non-spouse beneficiaries, and the IRA
benefits should be paid to the spouse.
However, it is not always feasible to
name the spouse as outright IRA benefi-
ciary because family circumstances may
make it more appropriate to name a
trust for the spouse’s benefit (typically, a
QTIP trust) or because the IRA benefits
are the only assets available to fund a
credit shelter trust in full. This article
highlights the tax advantages of desig-
nating the spouse as IRA beneficiary.

Spousal Exceptions to Minimum Dis-
tribution Rules. The purpose of the
minimum distributions rules (MDRs) is
to require an IRA owner to begin to
withdraw the funds at some point, called
the “required beginning date for distri-
butions” or “required beginning date,”
and set at April 1 of the year following
the year in which the IRA owner
reaches age 70'2. Withdrawing less
than the minimum annual amount can
subject the IRA owner (or his benefi-
ciary) to a 50% penalty. Whether or not
an IRA owner designates a beneficiary
as of his required beginning date and
whether or not the name beneficiary
qualifies as a “designated beneficiary”
determine not only how the benefits
pass at the IRA owner’s death but also
what he must withdraw before death. If
an IRA owner has named a beneficiary
as of his required beginning date, the
identity of the beneficiary fixes the max-
imum payout period. The IRA owner
can change the beneficiary after the re-
quired beginning date, but this change
can’t extend the maximum payout pe-
riod.

Under the minimum distribution inci-
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dental benefit (MDIB) rule, when de-
termining the life expectancy of a
non-spouse beneficiary who is more
than ten years younger than the IRA
owner, the beneficiary is treated as if
he were only ten years younger than
the IRA owner. The effect of this
rule, which is applicable only during
the IRA owner’s life, is to accelerate
payments. But if the IRA owner
names his spouse as beneficiary as of

his required beginning date, then
withdrawals from the IRA can be
taken over the joint life and last sur-
vivor expectancy of the IRA owner
and his spouse, with one or both life
expectancies recalculated annually
(see below)—regardless of how much
Yyounger the spouse is. And if the
IRA owner dies before his required
beginning date, having named his
spouse as beneficiary, distribution can
extend over the spouse’s life or life
expectancy (depending upon whether
or not her life expectancy is recalcu-
lated annually). The distributions to
the spouse must begin before the later
of (i) December 31 of the calendar
year immediately after the year in
which the IRA owner died, or (ii) De-

cember 31 of the calendar year in which
the deceased IRA owner would have
reached age 70%.

Spouse Is Only Beneficiary Whose
Life Expectancy Can be Recalculated.
The spouse is the only beneficiary
whose life expectancy can be recalcu-
lated. The IRA owner must make an
irrevocable election as of the required
beginning date whether or not to recal-
culate his own and/or his spouse’s life
expectancy. If the IRA owner dies be-
fore his required beginning date, his
spouse as beneficiary can elect to have
her life expectancy recalculated. Recal-
culation produces lower minimum dis-
tributions during the lifetime of the IRA
owner and his beneficiary. Where life
expectancy is recalculated, a smaller
percentage of the IRA balance must be
distributed in each year after the first
distribution year. This is because a per-
son’s remaining life expectancy is re-
duced by less than a full year for each
year he ages. Thus, more income tax
deferral is available when life ex-
pectancy is recalculated. But minimum
distributions accelerate after the death of
the individual whose life expectancy is
being recalculated because a deceased
persons’ life expectancy is reduced to
Z€ero.

Spouse Has Most Opportunities for
Financial, Estate, and Income Tax
Planning. Naming the spouse as IRA
beneficiary and allowing her to select
the method of distributions from stan-
dard options affords the most flexibility
for income tax, estate tax, and financial
planning purposes. If the spouse selects
an installment form of payment, she is
able to tap the IRA for living expenses
after the IRA owner’s death and to
spread the payment of income taxes over
a period of years. Selecting this alterna-
tive doesn’t necessarily produce optimal
tax results, but it may be the only practi-
cal solution for a spouse in need of
funds. A spouse who wants complete

July - Sept. 1996 11
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control over the IRA (whether or not she
currently needs the funds) would prefer to
withdraw the entire account balance in a
single sum, rather than in installments.
Because income taxes on the entire tax-
able portion must be paid at one time,
there’s no income tax advantage to doing
so, unless income tax rates increase sig-
nificantly after the year of withdrawal.
(Note that forward income averaging isn’t
available for single-sum distributions
from an IRA.) But taking a single sum
can make sense from an estate planning
perspective: the payment of income taxes
depletes the amount subject to estate tax
in the surviving spouse’s estate; and the
spouse may choose to reduce her taxable
estate further by making gifts with the
funds withdrawn from the IRA.

Spousal Rollovers. If the spouse has
other funds available for her support af-
ter the IRA owner’s death and if she is
willing to forego immediate use of the
funds in the IRA, she can elect to treat
the decedent’s IRA as her own IRA.
This can be accomplished by the
spouse’s adding contributions to the [RA
or, more commonly, by the spouse’s
withdrawing the entire account balance
and “rolling it over” into an IRA in her
own name. The spouse is the only benefi-
ciary who can make this election. A sur-
viving spouse’s election to treat the de-
ceased spouse’s IRA as the survivor’s
own IRA may be made at any age; there is
no requirement that the surviving spouse
cannot have reached her required begin-
ning date.

Where the spouse elects to treat the
IRA as her own, she is treated as the IRA
owner for purposes of applying the
MDRs, and she can designate the benefi-
ciaries of the IRA. The greater the age
difference between the IRA owner and a
younger spouse, the more opportunity
there is to defer income taxes with a
spousal rollover. This is because the sur-
viving spouse can wait until April 1 in the
year following the year in which she
reaches age 70, before making any with-
drawals form the rollover IRA. And she
can determine required distributions on
the basis of her own life expectancy and
that of the beneficiary (or beneficiaries)
designated by her.
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Where the spouse “rolls over” her
deceased spouse’s IRA into her own
IRA (to which no other contributions
are made), the income tax, the regular
estate tax (see marital deduction be-
low), and the increased estate tax under
Code Sec. 4980A (described below) are
all postponed with respect to the IRA.

To take advantage of the rollover op-
tion, the spouse must generally be
named as the direct beneficiary. If a

decedent’s IRA proceeds pass through a

third party, such as an estate or a trust,
before they are distributed to the spouse
as the estate or trust beneficiary, the
spouse is generally treated as acquiring
the funds from the third party and not
from the decedent. This means that the
spouse can’t roll over the IRA proceeds
into her own IRA. But in a number of
private letter rulings, the IRS has per-
mitted, under certain circumstances, a
spousal rollover to an IRA even thought
the spouse received the IRA proceeds
indirectly through an estate or a trust.

Marital Deduction. Ensuring that the
estate of the deceased IRA owner re-
ceives the benefit of the marital deduc-
tion for an IRA can be done in several
ways. The simplest and safest way to
accomplish this is to name the spouse
as the beneficiary of the IRA. Code
Sec. 4980A

Spousal Election. Where the spouse is
the beneficiary of all but a de minimis

¢ ANNUITY & LIFE INSURANCE SHOPPER ¢ 800-872-6684

amount of her spouse’s retirement bene-
fits, another tax-favored election is avail-
able to her: she can elect to have the re-
tirement benefits treated as her own for
purposes of determining the tax on excess
retirement distributions during life and on
excess retirement accumulations at death
under Code Sec. 4980A. This election is
available only to the spouse. By making
the election, the spouse is able to defer the
Code Sec. 4980A increased estate tax on
excess accumulations of her deceased
_spouse, and she may be able to avoid the
7 tax entirely—depending upon her age,
health, etc. and whether she has any re-
tirement benefits of her own.

Spousal Disclaimer in Post-Mortem
PPlanning. Any beneficiary can make a
qualified disclaimer of his interest in
property, but the spouse is the only bene-
ficiary who may disclaim property in
favor of herself. For example, the dis-
claimed property can pass to a so-called
_“contingent” or “disclaimer” trust in
which the surviving spouse has an in-
come interest.

Moreover, the IRS has privately ruled
that distributions from an IRA to an IR,
owner’s children made after the spouse
disclaimed her right to receive the bene-
fits from the IRA could be made over the
spouse’s remaining life expectancy even
though her life expectancy was being re-
calculated. Thus, the IRS treated the dis-
claiming spouse as the beneficiary during
the IRA owner’s life for purposes of es-
tablishing the minimum required distribu-
tion period, and the IRS treated the chil-
dren as the new beneficiaries as of the
spouse’s disclaimer (though the chil-
dren’s longer life expectancies couldn’t
extend the maximum payout period).
This has important planning implications
for situations where the secondary benefi-
ciary—such as a trust—would not have
qualified as a designated beneficiary as of
the IRA owner’s required beginning date.

[Reprinted with permission of Pension
and Benefits Week, February 12, 1996.
Research Institute of America. Subscrip-
tions: 800-431-9025, $250/ yr.]
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Surviving Spouse’s
IRA Rollover
Funnelled Through
Revocable Trust is
Tax-Free

Many married individuals designate
their IRAs to achieve maximum tax ad-
vantages. Some, however, name a revo-
cable trust as beneficiary for reasons
other than taxes. An individual using a
trust nonetheless will want to preserve
the tax benefits that could be enjoyed by
naming a spouse as beneficiary. In a
new ruling, a couple achieved both tax
and nontax goals. The IRS concluded
on the facts that a surviving spouse
could make a tax-free rollover of a dece-
dent’s IRA funds, even though the cash
was received from a revocable trust in-
stead of directly from the decedent.
(PLR 9611057)

Observation: Surviving spouses can
gain important planning flexibility by
rolling over the decedent’s IRAs into
their own IRAs. They can then desig-
nate their own beneficiaries for the re-
ceiving IRA, and arrange for payouts
over their lives and the lives of their
beneficiaries (within the limits of the
minimum distribution incidental benefit
rules). By contrast, under the inherited
IRA rule of Code Sec 408(d)(3)(C), des-
ignated beneficiaries who aren’t spouses
can’t roll over the decedent’s IRAs into
their own IRAs, and have fewer deferral
possibilities than spousal designated
beneficiaries.

Facts of the Ruling. Alice Brown des-
ignated the Brown Trust as beneficiary
of her Bank IRA and Money Market
IRA. She and her husband Ben were
the Brown Trust’s co-settlors and co-
trustees and could request that distribu-
tions from trust principal be made at
any time. The Brown Trust provides
that in the event one of the settlors dies,
the remaining trustee will hold the
Brown Trust’s estate for the benefit of
the remaining settlor for his or her life.

The settlors also reserved the right to
revoke, modify or terminate the trust
at any time.

After she attained age 70 1/2, Alice
began taking required minimum dis-
tributions (RMDs) from both of her
IRAs, withdrawing the necessary
amounts from her Bank IRA. She
didn’t elect to recalculate her life ex-
pectancy for purposes of figuring her
RMDs. When Alice died, Ben
Brown, who had attained age 70 1/2,
initiated the following steps:

(1) As the remaining trustee of the
Brown Trust, he directed that the bal-
ance remaining in Alice’s Bank IRA
be paid to the trust.

(2) As remaining settlor of the Brown
Trust, he directed himself, as trustee,
to distribute the Bank IRA funds to
himself.

(3) Ben rolied over the Bank IRA dis-
tribution into an IRA maintained in
his name. The rollover took place
within 60 days of the Bank IRA distri-
bution.

Ben proposes to essentially dupli-
cate these steps with the amount in
the Money Market IRA, except that
the rollover to an IRA in his name
will consist of the proceeds less the
required minimum distribution for the
year.

Rollover is Tax-Free. Generally, if a
decendent’s IRA proceeds pass
through a third party, such as a trust,
and then are distributed though a sur-
viving spouse, he or she is treated as
having received the proceeds from the
third party and not from the decedent.
As a result, the surviving spouse
won’t be eligible to roll over the IRA
proceeds into his or her own IRA.
However, the IRS ruled that if the
following conditions are met, the sur-
viving spouse will be treated as hav-
ing acquired the IRA proceeds form
the decedent, and not from the trust:

*  The IRA beneficiary is a trust,
and the surviving spouse is the
trust’s settlor and trustce;

ANNUITY & LIFE INSURANCE SHOPPER ¢ 800-872-6684 +

*  The surviving spouse as settlor has
the right to demand payment of
trust principal at any time for any
reason,;

*  Astrustee of the trust, the surviving
spouse is required to pay to himself
or herself, as settlor, any trust prin-
cipal demanded; and

*  Proceeds of the IRAs that constitute
trust principal actually are paid to
the surviving spouse as settlor of
the trust.

Because all of the requirements were
met in Ben’s case, the IRS ruled that
Alice’s IRAs weren’t inherited IRAs
under Code Sec. 408(d)(3)(C). As a re-
sult, Ben’s rollovers were tax-free,

The ruling’s conclusion that Ben’s 60
day rollover would be tax-free was con-
ditioned on his not having violated Code
Sec. 408(d)(3)(B) one rollover per-IRA,
per-year rule.

[Reprinted with permission of Pension
and Benefits Week, April 1, 1996. Re-
search Institute of America. Subscrip-
tions: 800-431-9025, $250/ yr.]

IRA Beneficiary Des-
ignation Has Unde-
sired Tax Conse-
quences

In a recent letter ruling, the IRS de-
termined that the entire balance of a
decedent’s IRA had to be distributed in
the calendar year following his death,
because he had named his estate as ben-
eficiary and had chosen the recalcula-
tion method of determining his life ex-
pectancy.

The owner of the IRA, whom we’ll
call Dave, began to receive distributions
from his IRA on schedule at age 70V%.
He chose to receive distributions over
his single lifetime but to recalculate his
life expectancy each year. These choices
alone would seem to suggest a lack of
guidance, since the recalculation tends
to have the effect of lowering payments,
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Continuing Education

but using a single life expectancy in-
creases them. Under the regulations for
required distributions, the recalculation
alternative is automatic unless the
owner elects otherwise or the plan speci-
fies otherwise, so it is possible Dave was
unaware of the recalculation decision.

Further suggesting that Dave lacked
adequate guidance is the fact that he
named his estate as beneficiary of the
IRA, with his daughter as sole benefi-
ciary of the estate. Had he instead
named his daughter as beneficiary of the
IRA, she could have received the ac-
count payout after his death over her
lifetime, dramatically reducing the im-
mediate tax liability on the funds.

Under the minimum distribution re-
quirements, the payout schedule for
(and, thus, the income tax liability on)
amounts held in a qualified plan or IRA
depends on who is named as the
“designated beneficiary.” The regula-

e e—eere——"——————
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tions specify that an estate cannot be a
designated beneficiary. In fact, with
the exception of certain kinds of
trusts, a designated beneficiary must
be an individual. Of course there is
no legal reason an IRA cannot be
payable to an estate; the effect of the
regulation is simply that for purposes
of Section 401(a)(9) such an IRA has
no designated beneficiary.

Dave’s choice (whether deliberate
or not) to take his distributions over
his single life and recalculate his life
exectancy annually was at least as de-
structive to any tax planning aspira-
tions he may have had as was the
naming of his estate as beneficiary.
The regulations state that when an
individual who has chosen to recalcu-
late dies, his life expectancy is re-
duced to zero, and when the last ap-
plicable life expectancy is reduced to
zero, the entire balance has to be dis-

tributed within a year of death. In other
words, to avoid this result, Dave should
have elected to receive payments over
the joint lives of himself and his daugh-
ter.

The most important thing to recog-
nize about this ruling is that the deci-
sions on which Dave erred generally
become etched in stone when an indi-
vidual reaches his required beginning
date (i.c., April 1 of the year after he
attains age 70'%). Accordingly, it is es-
sential that the various payout alterna-
tives and consequences of them
(particularly the tax ramifications) be
considered carefully by clients ap-
proaching age 70' before distributions
begin.

[Reprinted with permission of National
Underwriter Taxline, May 1996. The
National Underwriter Company. Sub-
scriptions: 800-543-0874, $48/ yr.]
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Continuing Education

A Penny Pincher’s
Guide to Buying
Long Term Care
Insurance

So many Americans are worried about
the high cost of long-term medical care
that sales of insurance policies covering
it have rise 68% in the past two years.
Nursing homes currently charge an av-
erage of $100 a day, but rates can run
$200 or more in big cities. Over the
next 15 years, those prices are conserva-
tively estimated to double. As a result,
some consumer groups that once warned
against long-term-care insurance as not
worth its cost now urge everyone over
60 at least to consider it when planning
for the possibility of needing long-term
care, either in their own homes or in
nursing facilities.

If you don’t have insurance, a third
party will usually pick up nursing-home
costs that you can’t pay. Medicare will
cover all costs of a skilled nursing facil-
ity for up to 20 days, as long as you’'re
transferred to it from a hospital. For the
next 80 days, Medicare will pay $89.50
daily. After that, you must pay all the
costs. If the expense depletes all but
$2,000 of your savings—which happens
to one in five private pa-
tients—Medicaid will pick up the tab.

Long-term-care insurance to protect
your assets can be expensive. Good
policies cost a healthy 60-year-old less
than $1,500 a year; people who wait
until 70 to buy may have to pay $4,000
or more. (Once you obtain a policy, your
premium won’t rise.) But if you already
have such illnesses as Alzheimer’s or
insulin-dependent diabetes, you proba-
bly can’t buy insurance at any price. A
typical policy pays for three years in a
nursing home, or six years of home
health care—up to a maximum dollar
amount, typically $100,000 to $200,000.

Before you shop for coverage, answer
these questions:

* What are your chances of needing
the policy? Two out of three people
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over 65 either never enter a nursing
home or stay in one for less than three
months. Only one person in four
stays a year or more; one in 11, five
years or longer. Still, medical experts
say that if your family has a history of
long, debilitating illnesses, your odds
of needing long-term care increase.

* Who will provide long-term care
if you need it? If you can depend on
family members to help care for you
at home, you may not need long-term-
care insurance. For example, Medi-
care typically pays for such skilled
care as physical therapy in your home.
So if a family member can provide the
additional help you need, your out-of-
pocket costs for a lingering illness
may be negligible.

* Do you have financial alterna-
tives? If your net worth tops $1 mil-
lion, you can cover long-term-care
costs yourself. If you have fewer as-
sets than that, you still have alterna-
tives to insurance. For instance you
can obtain extra income with a re-
verse mortgage on your home. In ad-
dition, some whole or universal life
insurance contracts pay accelerated
benefits to policyholders who are ter-
minally ill from such causes as cancer
or heart disease. Some deferred annu-
ities have waivers that allow you to
withdraw money without penalty upon
entering a nursing home. Finally, if
you move to a continuing-care com-
munity, your initial purchase price
and monthly rent cover assisted-living
costs.

Long-term-care policies differ, so
you can tailor your insurance to your
anticipated needs—and your wallet.
Your choices include the following:

* Kinds of benefits. If you're single
or living far from family who could
assist you at home, to save money you
might opt for nursing-home coverage
only. Such policies are usually 30%
cheaper than ones that also cover
home health care.

* Elimination periods. Benefits can
begin after you’ve received care for
30, 60, 90 or more days. The longer

this elimination period, the lower your
premium.

* Inflation protection. You can buy a
rider that will hike the benefits with in-
flation, typically up to 5% a year. Such
a rider lifts premiums 36% to 90%:; the
younger you are, the more it costs. But
the younger you are, the more you need
1t.

* Hospitalization requirements. Be
sure the policy doesn’t require you to
have been hospitalized immediately be-
fore coverage begins.

* Routine activities. Policies often
start paying benefits when you can’t
perform two or three routine functions
without help, such as bathing or cook-
ing. But each company has different
rules. For example, some policies re-
quire you to need direct help rather than
supervision. A few won’t pay unless
you need help every time you perform
the activity, not merely some of the
time.

* Exclusions. Some policies will limit
payments for certain conditions, such as
Alzheimer’s, or won’t cover them at all.
If you develop the illness, you’ll have
paid thousands of dollars over the years
for nothing. In short, study the fine
print.

Long-term-care policies’ prices and
terms vary widely. So first find policies
with the benefits you need, then com-
pare prices. Since group plans are gen-
erally cheapest, ask whether plans are
available from your employer, profes-
sional organization or your children’s
employers.

TIP: Since you may not need coverage
for 20 years or more, make sure there’s
little risk of your insurer going broke.
Ask your state’s insurance department
about complaints regarding the com-
pany; the number is in your phone book.
And check out the insurer’s financial
rating in A.M. Best’s reports at your
library.

[Reprinted with permission from Retire
with Money, March 1996. Subscrip-
tions: 800-284-5300, 360/yr.)
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Play by the IRS Rules—And Win!

Penalty-free withdrawals from tax-deferred accounts

Despite what you might hear from
plan sponsors and financial advisors,
Yyou can tap into your IR4 and other
tax-deferred accounts early without
paving a penalty.

You have a great deal of latitude
when deciding how much
money to take out of the ac-
count each year. Even better,
after you’ve met your short-
term cash needs, you can stop
making withdrawals and get
the account’s tax-deferred
compounding working in
your favor again. (Ed. note:
That is, the withdrawals can
stop after the later of age 59
or having taken at least 5 an-
nual payments.)

Normally, when you take a
distribution from an IRA, if
you are not at least age 59',
you must pay a penalty tax:
10% of the amount of the
withdrawal. This is in addi-
tion to the income taxes that
are due. To avoid this penalty, you ef-
fectively convert the account into an
annuity, and take what the IRS calls “a
series of substantial equal periodic with-
drawals.”

The distributions must be made at
least annually, and must be computed
using an IRS-approved method. You
can use reasonable mortality tables to
determine these numbers. You also are
allowed to use a reasonable interest for
the calculations. The flexibility on in-
terest rates and life expectancies gives
you leeway in determining the amount
of your distribution.

The following are three methods
specifically approved by the IRS. Keep
in mind that each gives a very different
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result.
* Straight life expectancy method.

Locate you life expectancy in IRS ta-
bles and divide that into the IRA ac-
count balance. The result is your an-

nual distribution. This figure can be
recalculated each year if you so
choose.

* Amortization method. This strat-
egy is similar to computing the pay-
ment on a mortgage. Take a reason-
able life expectancy and interest rate,
and use either a financial calculator
or amortization table to compute the
annual distribution. Some advisors
believe you can effectively treat this
as an adjustable rate mortgage,
changing the interest rate and amorti-
zation period each year. But the IRS
has not yet taken a position on this.

* Annuity method. Determine a rea-
sonable interest rate and life ex-
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pectancy. Then use these and the pay-
ment factor from a standard annuity
table to determine the annual payment.
Under this method you do not change
the annual payment once it is computed.

For example, suppose your account
balance is $100,000, you are 50
years old, and a reasonable inter-
est rate is 8%. In this situation,
the following would be your an-
nual distributions under the three
methods:

Straight life expectancy method
$3,032.25

Amortization method
$8,679.00

Annuity method
$9,002.00

You can change the distribu-
tions even further by using differ-
ent interest rates and life ex-
pectancies, as long as the figures
are reasonable. The IRS says you
can use any reasonable method to
compute the distributions, but it
doesn’t give any guidance as to what
other methods count as as “reasonable.”

The IRS rules for avoiding the 10%
carly withdrawal penalty can be compli-
cated. If you are interested in tapping
your tax-deferred account early while
avoiding the penalty, consult a tax or
financial advisor who will lay out all
your options and choose the best method
for you.

[Reprinted with permission of Tax-Wise
Money, Feb. 12, 1996. Agora Financial
Publishing, 824 E. Baltimore St., Balti-
more, MD 21202. Subscriptions: 800-
433-1528, 839/r.]



' Recent Rules & Regs

IRAs Shielded
in Bankruptcy

A doctor being sued was able to
shield his IRAs from the alleged vic-
tims in a Chapter 13 bankruptcy pro-
ceeding because a debtor does not have
to count his undistributed IRAs as
“disposable income,” a divided Fourth
Circuit held. (Re Solomon (1995,
CA4) 1995 US App LEXIS 29795)

Neil Solomon, M.D., filed a Chapter
13 bankruptcy petition. His creditors
were three former patients (and the
spouse of one) who sued him in tort for
alleged misconduct during their treat-
ment as his medical patients. Their
claimed compensatory and punitive
damages totaled $160 million. In his
bankruptcy plan, Solomon scheduled
assets valued at $2.18 million of which
he claimed $2.14 million to be exempt
from the claims of his creditors. Of the
assets claimed as exempt, $1.4 million
was held in three individual retirement
accounts (IRAs).

Reg § 1.408-2(b)(6), which permits
withdrawals at age 59 1/2, does not re-
quire that income be withdrawn from
IRA accounts until a recipient reaches
age 70 1/2. Solomon, who is 62 years
old, told the bankruptcy court that he
had no intention of withdrawing any
funds from the IRAs during the term of
the bankruptcy plan. Moreover, under
Maryland law, IRAs are exempt from
execution by creditors. (Md. Cts. &
Jud. Proc. Code Ann. Section 11-
504(h)).

After his petition was filed, Solomon
voluntarily surrendered his medical
license and ceased practicing medicine.
As a result, his net monthly income
decreased from $14,800 to $2,650
(which consisted primarily of monthly
mandatory distributions from his Mary-
land state pension). According to the
plan, Solomon proposed to pay the
bank-ruptcy trustee $750 per month for
an extended term of five years, for a
total payout to creditors of $45,000. He
planned to use the remainder of his
monthly income, together with the in-
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come from investments and exempt
assets other than his IRAs, to pay his
normal living expenses.

Under 11 USC 1325(b), disposable
income is income which is received by
the debtor and which is not reason-
ably necessary to be spent on his (or
any dependent’s) maintenance or sup-
port. If (as here) the trustee or the
holder of an allowed unsecured claim
objects to the confirmation of a Chap-
ter 13 plan and the plan proposes less
than full payment of unsecured
claims, the plan may be confirmed
only if it provides for payments of “all
of the debtor’s projected disposable
income” to be received during the life
of the plan.

The Fourth Circuit said that
Solomon’s IRAs were not “income”
under the clear terms of 11 USA
1325(b). Both the statutory definition
of “disposable income” as income that
is received by the debtor, as well as
the statute’s requirement that pro-
Jected income be calculated over the
life of the plan, pertain to income that
a debtor is actually receiving at the
time of the confirmation, the court
reasoned.

Projected disposable income typi-
cally is calculated by multiplying a
debtor’s monthly income at the time
of confirmation by 36 months, the
normal duration of a Chapter 13 plan,
then determining the portion of that
income which is “disposable” accord-
ing to the statutory definition. It was
undisputed that, at the time of the
confirmation hearing on Solomon’s
bankruptcy plan, he was not actually
receiving any disbursements from his
IRAs. And he further insisted that he
had no intention of withdrawing
funds from the IRAs during the life of
the plan.

On these facts, the Fourth Circuit
said that it could not sanction the
bankruptcy court’s inclusion of a hy-
pothetical amount of income from the
IRAs— based on the periodic distri-
butions he could receive without
penalty under Reg § 1.408-1(b)(6)
which permits withdrawals at age 59
1/2—in the calculation of Solomon’s

disposable income. Rather than engag-
ing in “hopeless speculation about the
future,” a court should determine pro-
Jected disposable income by calculating
a debtor’s present monthly income and
expenditures and extending those
amounts over the life of the plan, the
court said. Solomon’s present, regular
monthly income does not include distri-
butions from his IRAs, and the
bankruptcy court’s imputation of
amounts from such speculative distribu-
tions in its calculation of disposable
income was contrary to the plain terms
of the statutory definition, the court
Fourth Circuit determined.

Thus the Fourth Circuit found that
Chapter 13 debtors are not required to
withdraw pension or retirement income
to fund a bankruptcy plan that other-
wise meets the rules under 11 USC
1325. “A contrary holding could have
devastating results for pension and re-
tirement savings,” the Fourth Circuit
reasoned.

Dissent. The dissent focused on the
fact that Solomon, who has retired, re-
fuses to make available to his creditors
any income (which is readily accessible
without penalty) from three exempt
IRAs worth more than $1.4 million.
The dissent noted that the retired doc-
tor does not need any income from the
IRAs for the reasonable maintenance
and support of himself or any depen-
dent. Thus the dissent would have
counted the income that Solomon could
elect to receive without penalty from
his IRAs as projected disposable in-
come for purposes of his Chapter 13
plan. The dissent favored the
bankruptcy court’s suggestion that a
minimum annual IRA distribution be
dedicated to the payment of Solomon’s
creditors during the life of his plan.
Thereafter, Solomon (or any other
Chapter 13 debtor) would get all of his
IRA distributions for the rest of his
(projected) lifetime.

[Reprinted with permission of Pension
and Benefits Week, November 13,
1995. Research Institute of America.
Subscriptions: 800-421-9025, $250/

yr]
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Agent/Broker Issues

Should You Avoid Variable Annuities?

Variable annuities will become con-
siderably less attractive to taxpayers af-
ter the proposed capital gains tax cut.
Tax-wise investors should examine their
options carefully before investing addi-
tional dollars in variable annuities or
other tax-deferral vehicles.

This makes the cut in long-term capi-
tal gains rates the most dramatic change
of all the tax proposals in Washington.
The obvious effect of the cut is that
many investors will keep more after-tax
wealth when they cash out of long-term
capital assets with gains, such as stocks,
bonds, and real estate. (Collectibles are
excluded under the proposed change.)

Evaluating your options

The capital gains tax cut will revolu-
tionize the use of tax-deferred vehicles
and will cause many sharp taxpayers to
reconsider how they invest their money.
This will primarily affect the use of In-
dividual Retirement Accounts, variable
annuities, and variable life insurance.
IRAs have other changes made concern-
ing them in the law, which might offset
the changes in the capital gains tax cut.
However, variable annuities definitely
need to be reconsidered in light of the
capital gains cut.

Understanding the law

Tax-deferred vehicles such as variable
annuities became very popular after the
Tax Reform Act of 1986: The law
boosted taxes on long-term gains subject
to the same tax rates as ordinary in-
come.

Variable annuities became a great way
to shelter your capital gains from tax
while being able to trade your portfolio
among different mutual funds.

The new tax law makes variable an-
nuities less attractive. When money is
distributed from a variable annuity, it is
taxed as ordinary income. Putting in-
vestment capital into variable annuities
converts capital gains into ordinary in-
come. That didn’t matter when capital
gains were taxed at the same rate as or-
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dinary income. But it began to matter
to top tax bracket investors when the
capital gains tax rate was capped at
28%. It should matter greatly to all
investors when long-term capital
gains are taxed at one-half the ordi-
nary income tax rate.

Before the 1986 tax reform, one of
the best tax strategies was to convert
ordinary income into capital gains. A
major tax blunder would be to convert
tax-favored capital gains into ordinary
income. We’re returning to the pre-
1986 rules now. It will be a big mis-
take to convert capital gains into
ordinary income,

Is the value still there?

In the past I've examined invest-
ments in variable annuities using a
computer template I developed. Be-
fore the new tax law, I found that tax-
payers who anticipate being in the
39.6% bracket when income is with-
drawn should not use a variable annu-
ity. The higher fees of the variable
annuity and the conversion of tax-
advantaged capital gains into ordinary
income were disadvantages too great
for the power of tax-deferral to over-
come.

Taxpayers in lower brackets could
benefit from variable annuities if they
let income and gains compound long
enough. Investors who used low-cost
annuities, such as those issued by
Vanguard and other mutual fund com-
panies, should let the returns com-
pound for at least ten years for the
annuity to have a clear advantage over
investing in mutual funds through a
taxable account. Investing $25,000
into a taxable mutual fund and hold-
ing it for 10 years will yield a liquida-
tion value (after taxes and fees) of
$50,303. Doing the same with a low
cost variable annuity will yield
$50,490, while an average cost vari-
able annuity will only yield $48,122.
Investors in average cost annuities
should have let returns compound tax-
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deferred for about 15 years.

Holding the same investment for fif-
teen years will give taxable mutual fund
holders a liquidation value (after taxes
and fees) of $71,751, holders of low cost
variable annuities will see a value of
$71,943, and average cost annuity hold-
ers should expect to see $66,865.

Effects of the new tax law

The results change under the new tax
law, of course. Top bracket taxpayers
should still avoid variable annuities.
They are much better off letting returns
compound in mutual funds than in tax-
deferred accounts and eventually paying
taxes at the new long-term capital gains
rate of 19.5% instead of at the ordinary
income rate of 39.6%.

In lower tax brackets, variable annu-
ities become less attractive. But they
can still be attractive to taxpayers who
let the income and gains compound long
enough and take the gains out of the an-
nuity in a tax-wise way.

An investment in a low-cost variable
annuity still gives you great after-tax
wealth afer 10 years, but only by a very
small amount. By my calculations, the
results are even worse if you use an av-
erage cost annuity (with about 2% an-
nual expenses). Then, even after 20
years the variable annuity does not give
you more after-tax wealth than investing
through a taxable account.

Withdrawing your funds

That doesn’t mean variable annuities
are dead as a tax planning tool. You
should plan on withdrawing your money
in installments or perhaps even convert
it to an immediate annuity once retire-
ment arrives. In that way, you continue
the tax-deferral almost forever, paying
taxes on only a portion of the annual
payouts. After 10 years, even the aver-
age cost annuity buys you a slightly
higher after-tax annuity payout than the
mutual fund account does. After 15
years, both low-cost and average-cost
variable annuities buy significantly



higher after-tax annuity payouts than
the mutual fund account.

There’s an easy explanation for this.
To buy the annuity from the taxable ac-
count, you have to sell all your mutual
funds, pay the taxes, and invest the
after-tax proceeds in the annuity. But
with the variable annuity, you can roll it
over to an immediate annuity. This
transaction is tax-free. If you don’t
mind continuing to take market risks,
you might get substantially more from
the taxable mutual fund account by sim-
ply selling enough shares to give you a
certain income each year. In effect, you
make your own annuity.

Reducing taxes

In my calculations, I assumed that the
alternative is taxable mutual funds. In
the taxable account, your funds dis-
tribute 30% of their annual returns as
dividends and 30% as capital gains each
year. You also sell 25% of the funds
each year, pay taxes on the gains and
reinvest the after-tax proceeds. You get
better after-tax results with the taxable
account if you invest in stock funds and
never sell, or you plan to buy individual
stocks and hold on to them until retire-
ment. Either strategy greatly reduces
the annual taxes on the account.

The Bottom Line

For all the reasons I have outlined
above, investors need to take a very
close look at special tax-deferred vehi-
cles such as variable annuities. Those
of you in the top tax brackets should
avoid variable annuities. Those of you in
lower tax brackets should consider them
only if you plan to let income and gains
accumulate in the annuity for a long
time. Then convert to an immediate
annuity and receive payments over a
long period of years.

[Reprinted with permission of Tax-Wise
Money, Feb. 1996. Agora Financial
Publishing, 824 E. Baltimore St., Balti-
more, MD 21202. Subscriptions: 800-
433-1528, $39/r.]
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Retire Richer With
Variable Annuities

You can’t save too much for your
retirement years. If you have con-
tributed all you can to Individual Re-
tirement Accounts (TRAs), Keogh
plans and 401(k) plans, it is time for
you to consisder annuities,

Advantages: Money invested in an
annuity builds up tax-deferred until
you begin withdrawing—any time
after you turn 59,

Disadvantage: If you must withdraw
money before age 59'%, you face pos-
sible surrender charges and taxes.

Unlike IRAs, Keogh, and 401(k)
plans, there is no maximum amount
that you are allowed to contribute to
an annuity.

TWO TYPES OF ANNUITIES

* Fixed annuities grow at a declared
interest rate. They pay out a set
amount each month when you start
withdrawing from them. The fixed
payment adds certainty to your retire-
ment planning,

* Variable annuities. Your money is
invested as you wish in an assortment
of professionally managed stock,
bond, and money-market funds. The
ultimate payout depends on how your
investment selections perform. You
surrender certainty with a variable

annuity—but gain growth potential and
protection against the eroding power of
inflation.

Which to choose: In most cases vari-
able annuities make more sense, given
their potential to outpace inflation.

There are two types of variable annu-
ities—those that charge loads and those
that don’t.

A “load” charged by a variable annu-
ity doesn’t refer to the front-end com-
mission that mutual funds charge. It
refers to the surrender fees charged if
you bail out of the product early. You
can avoid running the risk of paying
such charges if you need to abandon the
annuity by investing in a no-load vari-
able annuity, which is available from
major mutual fund and financila service
companies.

Important: Pick a variable annuity with
enough funds so you can select from
among different asset classes. Because
a variable annuity is a long-term invest-
ment, you can emphasize growth, as-
suming that your long time horizon will
make up for occasional declines in the
market.

[Reprinted with permission of Bottom
Line Personal, March 15, 1996. Board-
room, Inc. Subscriptions: 800-274-
5611, 849/ yr.]
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Markets & Trends

Trade Now!

Closed-End Fund System: Buying
closed-end funds at large discounts
below their net asset values is a
strategy proven to beat the market. A
new Mutual Fund Forecaster study
refines this concept and takes it a step
further. It shows you can boost returns
even further by buying deep-discount
closed-end funds whose discoungts
exceed their average discounts of the
last five years.

Consider the closed-end fund
universe five years ago. If you had
bought all of the funds with the
discounts of at least 15%, you would
have earned an average five-year total

return of 153%. Impressive. But the
performances of the five funds whose
discounts exceeded their five-year
averages trounced that figure. Baker
Fentress, Bancroft Convertible,
Central Securities, Convertible
Holdings Capital, and Gemini 1]
Capital returned an average of 195%.
By comparison, the S&P 500 Index
rose only 120% in this period.

A current screening of our database
turns up 22 funds that meet this more
restrictive set of criteria. Of these,
eight have discounts of at least 20%

[Reprinted with permission from
Mutual Fund Forecaster, December
1995. Subscriptions: 800-442-9000,
$100/yr.]

‘h Discount Current Discj
Recent Below Below 5-Year
Fund Symbol Price NAV Average Disc.
First Iberian IBF 7V 24% 12%
Alliance Global Env. AEF 9'/s 25% 9%
Central European Eq. CEE 16 23% 9%
Clemente Global Gr. CLM 8% 24% 9%
Worldwide Value VLU 16 24% 8%
New Germany GF 12/s 21% 7%
Inefficient Market IMF 11 20% 5%
Engex EGX 11 23% 1%
S
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The Case of the
Shrinking Book Value

Companies are jacking up earnings by
slowing selling the store. Look at the
Dow, and think of it as a single com-
pany. From 1991 through 1994 it gen-
erated a total of $560 in earnings per
share and paid out $401 a share in divi-
dends. The difference, $159 a share,
should have been retained by the com-
pany to invest in its business and thus
boost its book value, or net worth (assets
minus liabilities). But it didn’t happen.
Instead, the Dow’s book value shrank
$27 a share—from $1,332 at the end of
1990 to $1,305 in 1994,

What that means is a lot of money
vanished—S$159 in earnings not paid
out as dividends along with $27 stripped
off the Dow’s book value. Where did
that money go? Most of it went down a
sinkhole known as one-time charges
against earnings. Occasional charges
are normal. But in the *90s they have
grown steady and large. Twenty-four of
the 30 Dow companies took charges in
1991-1994. The net effect was to re-
duce the intrinsic value of the Dow,
even while reported earnings were ex-
ploding and investors were basing ever
higher stock prices on those exploding
earnings.

The question now: How long will it
be before investors see that they’ve been
paying more and more for an enterprise
that is slowly dissolving? Of course, the
Dow won’t actually dissolve. Long be-
fore the store is completely sold, the
market will decide to care that all those
exploding earnings haven’t built a thing
except an ovepriced stock market. Divi-
dends haven’t increased much. Net
worth has fallen. What’s left to under-
pin the market?

“If earnings have been vastly over-
stated,” says highly-regarded money
manager Michael O’Higgins, (who ad-
vances the above argument), “the only
prop under this market is the greater
fool theory.”

[Reprinted with permission of USA To-
day, Feb. 2, 1996, Daniel Kadlec,
Columnist. 1000 Wilson Boulevard, Ar-
lington, VA 222229. Subscriptions:
800-872-0001]



Beating the Dow

We Want to Hear
From You

Do you have an annuity-related story
or comments about a news article in
our magazine that you would like to
share? Please drop us a note today.
Address your letters to:

Annuity & Life Insurance Shopper
Editorial Coordinator
#8 Talmadge Drive
Monroe Twp, NJ 08831

From The Mailbag

Michael B. Weber, CFP, CTA of
Dumont, NJ writes: “In your April-
June 1996 issue, the article ‘The Real
Scoop on Living Trusts’ leaves out an
important use of Living Trusts for
those clients who own property in two
or more states, and that is the
avoidance of anciallary probate; and
also the choice of which state laws
will apply.” From Michael B. Weber,
CFP, CTA, Coordinated Financial
Programs, Box 314, Dumont NJ
07628-0314. Phone or Fax: (201)
387-9059.

The “Beating the Dow” strategy,
which is also referred to as the “Dogs of
the Dow” method, concentrates on
finding the best-situated blue-chip
stocks. It works like this: Simply list the
Dow Jones Industrial stocks in the order
of their current dividend returns and
select the ten highest yields. Almost
every year, these stocks will return more
than the Dow itself—with a high degree
of diversification and safety. Still better
returns are achieved (with slightly less
safety) by buying the five lowest priced
stocks among the ten highest yielders.

This low-priced yield system beat the
Dow in 18 of the last 23 years, usually by
a very substantial margin. If you had
invested just $1,000 in this technique
starting in 1973, you’d have amassed
$78,545 by now (before commissions).
That compares with just $13,292 if you'd
bought and kept the 30 Dow stocks.

The table shows the current choices—the
ten highest yielders as of January 1,
1996. So far this year, however, the
“Dogs of the Dow” stocks have returned
10.4%, exactly the same as the Dow
Jones Industrials Index itself.

‘Beating-the-Dow’ Portfolio

Yield Price Price Percent
Stock (symbol) 1/1/96 1/1/96  6/17/96  Change
Int’l Paper (IP) 2.4% 37-7/8  39-7/8s +5.2
Chevron (CHV) 3.8% 52-3/8 60 +14.5
General Motors (GM) 3.0% 52-7/8 555/8 +5.3
Minn. Mining & Mfg. (MMM) 2.8% 66-3/8  68-3/8 +3.0
General Electric (GE) 2.3% 72 86-1/8 +19.6
duPont (DD) 2.6% 69-7/8  78-3/8 +12.2
J.P. Morgan (JPM) 4.1% 80-1/4 85-7/8 +7.0
Texaco (TX) 3.9% 78-5/8 84-1/8 +6.9
Exxon (XON) 3.7% 80-1/2  84-112 +4.9
Phillip Morris (MO) 4.2% 90-1/4  104-172 +15.7
“Beating the Dow” Average Gain +10.4
Dow Jones Industrials (30 stocks) 5117 5652 +10.4

A Sure Thing

What does history tell us about
market performance after very strong
years? It gives mixed signals about the
following year, although more often
than not, the market rises. But, January

major peak within a year two-thirds of
the time, and within the next two years,
100% of the time...pretty powerful
odds!

1 is an artificial delineation. So more
important is this: Following super-
strong years (the nine occasions where
the Dow rose at least 35%), there was a

ANNUITY & LIFE INSURANCE SHOPPER ¢ 800-872-6684 +

[Reprinted with permission of
Investment Analyst, February 1996.
Adrian Day Ed. Subscriptions: 800-
673-8485, 897/yr.]
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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 partic-
ipants. SPGAs are usually em-
ployed in situations which require
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 un-funded
liability, or increase the reversion
available from an overfunded plan.

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

United States Annuities can help
a plan sponsor or consultant obtain
the best SPGAs for his terminating
or ongoing plan. We represent
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more than 25 carriers in this
market—companies with the
highest “AAA” and “A+”
ratings. Our knowledge of the
special underwriting considera-
tions that are of particular impor-
tance 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. Qur
ability to effectively manage the
flow of critical information helps
you obtain the best contract
available to fit the needs of your
plan.

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

¢ ANNUITY & LIFE INSURANCE SHOPPER ¢ 800-872-6684

You dictate our level of

involvement.

SETTING OBJECTIVES AND
PROTECTING PLAN ASSETS

In consultation with the Plan
sponsor and/or enrolled actuary,
objectives are set for the cost of
the annuities, contract provisions,
liquidity of the funds, and
proposed purchase and takeover
dates. Market values of assets
available for transfer to the
insurance company are determined
to insure that they are sufficient to
cover the estimated cost of
annuities. A bond portfolio
hedging strategy may be employed
to protect the assets until the final
distribution is made. (During
periods of declining interest rates,
the present value or cost of
annuities generally increases. In
the absence of a defensive
investment strategy, significant
erosion of assets may occur.)

PREPARING THE BID
SPECIFICATIONS AND
DATA LISTINGS

We market your plan by submit-
ing specifications and data to

those carriers best suited to
underwrite your liability. The
presentation of complete

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



Terminal Funding Annuities

annuity premiums using their
most competitive cost factors.
With respect to preparing these
documents, you may contract with
us to (a) assist with the creation of
the census data files, (b) review
the Plan Document to suggest
which provisions should be
included, and (c) negotiate the
level of assistance provided by the
insurance company to bring about
a timely distribution of benefit
payments, annuity certificates, and
so forth.

MANAGING THE COMPETI-
TIVE BIDDING PROCESS

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

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

ANNUITY PURCHASE /
WIRE TRANSFER /
DECISION DAY

On the day the final quotes are
due, we may move to the offices
of the decision maker to coor-
dinate the final bidding process.
The insurance companies are
instructed to submit their bids
before noon of that day. The
quotations are matched to the
previously agreed control num-
bers. When all the initial bids
have been received, the runner-
up insurers are invited to revise
their quotes downward to the
lowest possible figure. Soon
after, the plan sponsor is in a
position to accept the most
favorable bid. We assist in
preparing the letter of commit-
ment which indicates the agree-
ment to purchase the annuities at
the quoted price. The premium
or deposit amount is wired to the
winning company to “lock in”
the quote. We can assist with
the wire transfer transaction to
assure the proper delivery of
funds to the carrier, with timely
confirmation back to respective
parties.

ANNUITY & LIFE INSURANCE SHOPPER ¢ 800-872-6684

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 contracts. Simply
mail or fax (908-521-5113) 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.



he annuity income rates in
Tables 1 and 2 illustrate
the amount of monthly

immediate annuity income pur-
chased for every $1,000 of premium.
These calculations assume the first
check is paid one month after the
date of deposit and include all fees
and commissions except state premi-
um taxes, if applicable.

Tables 1a, 1b, and 1c give the
rates for QUALIFIED immediate
annuities, ie., for annuity policies
which are purchased with funds that
untii now HAVE enjoyed tax-
qualified status as defined by the
Internal Revenue Code.  These
typically include company pension
annuities and annuities purchased
with pension distributions, IRA
rollover accounts, and the like.
Because no taxes have yet been paid
on these qualified funds, each
monthly check derived from such
deposits are fully taxable as income
when received. Tables 2a, 2b, and
2¢ below, give the rates for NON-
QUALIFIED annuities, ie., for
annuities which are purchased with
after-tax proceeds, such as money
from a CD or savings account. These
funds HAVE NOT enjoyed any tax-
qualified status. 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., excluded from
income). Since most insurance
companies will pay a different
income for the same dollar deposit
depending on the tax status of the
funds, it is important to consult the
correct  table  (Qualified vs.
Nonqualified) when estimating
annuity income.

In addition to properly identifying
the tax status of an annuity deposit to
determine the income level, the

Immediate Annuities Update

annuitant’s age and gender and the
type of coverage selected, also
known as the “form” of annuity,
directly affects the payout. Age
and sex predict life expectancy
and ultimately the insurance
company’s cost to provide its

guarantees. Younger female
annuitants with  longer life
expectancies should expect to

receive less annuity from their
premium dollars than will older
male annuitants, especially when
insurance companies employ sex-
distinct rates. 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 the most
common age intervals: 60, 65, 70,
and 75, for males and females, for
certain “forms” of annuity
described below. You may also call
us toll-free, at 1-800-872-6684, to
receive a calculation for an annuity
not shown.

Each of the columns in Tables 1
and 2 identifies a particular age and
sex and annuity “form.”  For
example, the leftmost column in
Table 1a is titled Male 60 Life and
provides monthly income figures
for a $1,000 premium for an
annuity purchased by a 60 year old
man on the Life Only form of
annuity. A “Life” annuity is one
which makes periodic payments to
an annuitant for the duration of his
or her lifetime and then ceases.
The columns headed Female 60
Life and Unisex 60 Life report
similar data for a female age 60 and
unisex rates for an individual age
60. The same information is also
reported in the columns for persons
age s 65, 70 and 75.

The column 10 Yr. (‘CL”)
Certain and Life Unisex 60

reports unisex purchase rates for a 60
year old person in the form of a 10
Years Certain & Life annuity. A 10
Yr CL annuity is a life annuity with
payments guaranteed 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 is
made to a beneficiary. If the
annuitant does survive beyond the
10-year guarantee period, payments
will continue for the duration of
his/her lifetime and then cease. The
column titled 10 Yr. CL Unisex 70
reports the same kind of unisex
purchase rates, but for an individual
70 years old.

Columns § Yr. (‘Pd. Cert.”)
Period Certain No Life and 10 Yr.,
(‘Pd. Cert.’) Period Certain No
Life illustrate income levels for
annuities which have no life con-
tingency. These are simply
installment payments which
continue for a fixed period of 5 and
10 years, respectively, and then
cease, without regard to the age or
life of the annuitant.

The M65 F60 J&S 50% column
reports on a Joint and 50% Survivor
annuity priced against two lives—the
primary annuitant, a male age 65,
and a female co-annuitant, age 60. In
a typical Joint and 50% survivor
annuity, the initial (or higher)
payment level is made during the life
of the primary annuitant. Upon his
death, payments of one half the
original amount continue for the life
of the co-annuitant (in this case a
female age 60) if she is still living.
The column headed M6S F60 J&S
100% is also a joint and survivor
annuity with payments which do not
reduce upon the first death; instead,
they continue to the co-annuitant at
100% of the original amount.

ANNUITY & LIFE INSURANCE SHOPPER ¢
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Immediate Annuities Update

Table 1a. Tax-Qualified Monies (Ages 60 and 65)

Reporting Issue Male 60 Female 60  Unisex 60| Male 65 Female 65 Unisex 65
Companies Ages Life Life Life Life Life Life
AlG Life 0-85 $6.71 $6.18 - $7.81 $6.74 -
American Heritage 0-85 $7.13 $6.54 $6.66 $7.94 $7.16 $7.32
American Investors 0-85 $6.35 $5.80 $6.08 $7.13 $6.39 $6.76
Amer. Life & Casualty 0-90 $6.81 $6.23 - $7.53 $6.78 -
AmerUs Life* 5-90 $6.61 $6.61 - $7.32 $7.32 -
Canada Life Assur. 40-90 $7.28 $6.71 $6.71 $8.05 $7.31 $7.31
Columbia Universal 0-85 $6.91 $6.32 - $7.72 $6.95 -
Commercial Union LIC 0-80 $7.19 $6.66 $6.91 $791 $7.21 $7.53
Delta Life & Annuity 1-99 $7.09 $6.42 $6.67 $8.01 $7.09 $7.42
Empire Life 0-95 $7.07 $6.44 $6.95 $7.95 $7.10 $7.78
Federal Home LIC 0-85 $7.36 $6.81 - $8.15 $7.40 -
Fidelity & Guaranty Life 0-70 $6.89 $6.89 $6.89 $7.53 $7.53 $7.53
Franklin LIC 0-100 $6.56 $6.07 $6.25 $7.21 $6.54 $6.78
General American LIC 0-79 $6.79 $6.23 $6.23 $7.61 $6.88 $6.88
Great American LIC 18-85 $6.96 $6.30 - $7.381 $7.00 -
Golden Rule 0-80 $6.63 $6.15 - $7.28 $6.62 -
Jackson National LIC no limit $7.12 $6.57 $6.79 $7.89 $7.15 $7.44
Jefferson Pilot LIC 15-85 $7.02 $6.38 - $7.89 $7.08 -
Kansas City LIC 0-90 - - $6.75 - - $741
London Pacific 45-85 $695 $6.44 - $7.58 $6.89 -
Manufacturers LIC 1-100 $6.76 $5.93 $6.39 $7.59 $6.59 $7.08
Metropolitan Life 0-85 $6.94 $6.56 $6.56 $7.79 $ 745 $7.45
Midwestern Nat’l LIC 0-80 $6.35 $ 581 $ 581 $7.11 $6.39 $6.39
Nat’l Guardian 20-90 $7.05 $6.36 $6.71 $7.99 $7.05 $7.52
Ohio National 0-85 $7.03 $6.40 $6.47 $787 $7.04 $7.12
Penn Mutual 0-85 $7.31 $7.31 $731 $8.09 $8.09 $ 8.09
Presidential LIC 0-85 $7.35 $6.92 $6.92 $ 8.06 $7.48 $7.48
Principal Mutual LIC 0-85 $7.11 $6.51 $6.75 $7.75 $6.95 $727
Provident Mutual 0-85 $6.98 $6.44 - $7.46 $6.73 -
SAFECO LIC 55-80 - - $6.57 - - $7.10
Savings Bank LIC/Mass 0-80 - - $6.12 - - $6.88
Security Benefit LIC 0-100 $7.00 $643 $6.43 $7.78 $7.00 $7.00
Security Mutual/NY 20-80 $745 $6.51 - $8.50 $7.25 -
Southwestern LIC 5-90 - - $6.38 - - $6.99
Standard Insurance 0-80 $7.00 $6.43 $6.56 $7.74 $6.98 $7.15
USG Annuity & Life 35-85 - - $6.74 - - $738
United Companies LIC 0-99 $6.46 $5.89 - $7.27 $6.51 -
United Presidential LIC 20-80 $6.43 $ 588 $5.88 $7.20 $6.47 $6.47
United Services Life 0-85 $6.86 $6.26 $6.63 $7.70 $6.92 $7.39
WM Life Insur. Co. 0-95 $7.07 $6.44 $695 $7.95 $7.10 $7.78
Western National LIC 1-100 $7.01 $6.46 - $7.77 $7.04 -
Western United 0-105 $7.16 $6.52 $6.83 $ 8.05 $7.22 $7.60

Figures represent monthly income per $1,000, assuming $100,000 deposit. Survey period: May 21, 1996 thru May 24, 1996.
*Formerly American Mutual Life Insurance Company
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Table 1b. Tax-Qualified Monies (Ages 70 and 75)

Reporting Issue Male70 Female 70 Unisex 70 Male 75 Female 75 Unisex 75
Companies Ages Life Life Life Life Life Life
AIG Life 0-85 $8.52 $7.55 - $10.04 $ 8.80 -
American Heritage 0-85 $9.10 $8.05 $8.27 $10.74 $9.39 $9.67
American Investors 0-85 $822 $724 $7.73 $9.77 $851 $9.13
Amer. Life & Casualty 0-90 $834 $744 - $9.55 $848 -
AmerUs Life* 5-90 $834 $834 - $9.85 $9.385 -
Canada Life Assur. 40-90 $9.13 $8.14 $8.14 $10.61 $9.38 $9.38
Columbia Universal 0-85 $8.89 $784 - $10.53 $9.19 -
Commercial Union LIC 0-80 $8.95 $8.00 $842 $10.43 $9.20 $9.72
Delta Life & Annuity 1-99 $9.30 $£38.01 $8.47 $10.73 $9.62 $9.96
Empire Life 0-95 $9.20 $ 8.06 $ 8.97 $10.98 $9.51 $10.68
Federal Home LIC 0-85 $9.26 $8.26 - $10.84 $9.56 -
Franklin LIC 0-100 $8.13 $7.23 $7.54 $943 $827 $ 8.65
General American LIC 0-79 $8.61 $7.74 $7.74 $9.98 $8.86 $8.86
Golden Rule 0-80 $8.21 $7.30 - $9.52 $835 -
Great American LIC 18-85 $9.04 $8.05 - $10.83 $9.68 -
Jackson National LIC no limit $8.99 $7.99 $8.39 $10.54 $9.26 $9.76
Jefferson Pilot LIC 15-85 $9.08 $7.99 - $10.76 $9.38 -
Kansas City Life 0-90 - - $8.36 - - $9.75
London Pacific 45-85 $8.51 $7.56 - $9.83 $8.62 -
Manufacturers LIC 1-100 $8.77 $7.39 $8.07 $10.40 $861 $9.49
Metropolitan Life 0-85 $8.94 $8.35 $8.35 $10.54 $9.58 $9.58
Midwestern Nat’l LIC 0-80 $8.18 $7.21 $7.21 $9.69 $8.45 $845
Nat’l Guardian 20-90 $9.31 $8.02 $867 $11.15 $9.51 $10.33
Ohio National 0-85 $9.04 $7.94 $ 8.05 $10.70 $9.28 $9.42
Penn Mutual 0-85 $9.21 $9.21 $9.21 $10.80 $10.80 $10.80
Presidential LIC 0-85 $9.07 $8.28 $8.28 $10.56 $949  $9.49
Principal Mutual LIC 0-85 $8.68 $7.63 $8.05 $10.06 $8.72 $9.26
Provident Mutual LIC 0-85 $8.33 $7.46 - $9.44 $8.33 -
SAFECO LIC 55-80 - - $787 - - $9.04
Savings Bank LIC/Mass 0-80 - - $7.95 - - $9.51
Security Benefit 0-100 $8.90 $7385 $7.85 $10.48 $9.14 $9.14
Security Mutual/NY 20-80 $9.97 $8.36 - $11.94 $9.97 -
Southwestern LIC 5-90 - - $7.87 - - $9.18
Standard Insurance 0-80 $ 8381 $7.77 $ 8.00 $10.02 $8.69 $899
USG Annuity & Life 35-85 - - $8.27 - - $9.55
United Companies LIC 0-99 $8.41 $7.39 - $10.02 $8.72 -
United Presidential LIC 20-80 $828 $7.31 $7.31 $9.81 $8.56 $8.56
United Services Life 0-85 $8.87 $7.83 $845 $10.50 $9.18 $9.97
WM Life Insur. Co. 0-95 $9.20 $ 8.06 $897 $10.98 $9.51 $10.68
Western National LIC 1-100 $8.86 $7.87 - $10.39 $9.13 -
Western United Life 0-105 $9.29 $8.19 $8.69 $11.01 $9.62 $10.23

Figures represent monthly income per $1,000, assuming $100,000 deposit. Survey period: May 21, 1996 thru May 24, 1996
*Formerly American Mutual Life Insurance Company

36  July-Sept. 1996 ¢ ANNUITY & LIFE INSURANCE SHOPPER + 800-872-6684



Annuity Price Trends

Immediate "Life Only" Annuities

Median Monthly Straight Life Income per $1,000 Premium for a Male Age 65
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Table 1c. Tax-Qualified Monies (Miscellaneous Forms)

Reporting Issue 10Yr CL 10Yr CL 5Yr PC 10Yr PC Mé65 F60 MG65F60
Companies Ages Unisex 60 Unisex 70 No Life No Life J&S 50% J&S 100%
AlG Life 0-85 - - $18.34 $10.57 $6.88 $6.15
American Heritage 0-85 $6.54 $7.80 $19.25 $11.02 $6.15 $693
American Investors 0-85 $595 $7.20 $17.74 $10.02 $6.26 $5.45
Amer. Life & Casualty 0-90 - - $18.09 $10.46 - $5.83
AmerUs Life* 5-90 $6.44 $7.70 $18.24 $10.54 $6.94 $6.00
Canada Life Assurance 40-90 $6.62 $7.78 $18.56 $10.76 $7.11 $6.35
Columbia Universal 0-85 - - $19.11 $10.86 $6.71 $5.94
Commercial Union 0-80 $6.75 $7.85 $17.73 $10.41 $ 6.64 $6.17
Delta Life & Annuity 1-99 $6.52 $7.90 $18.78 $10.92 $6.44 $6.02
Empire Life 0-95 $6.72 $8.10 $18.49 $10.58 $6.86 $6.04
Federal Home LIC 0-85 - - $18.32 $10.65 $7.18 $6.42
Fidelity & Guaranty Life 0-70 $6.71 $791 $ 1831 $10.65 $7.20 $6.28
Franklin LIC 0-100 $6.16 $7.20 - - $6.41 $577
General American LIC 0-79 $6.15 $741 - - $6.65 $5.90
Great American LIC 11-85 $6.17 $757 $18.65 $10.79 $6.98 $587
Golden Rule 0-80 - - - $10.65 $ 6.66 $5.84
Jackson National LIC no limit $ 6.65 $784 $18.47 $10.71 $6.94 $6.20
Jefferson Pilot LIC 15-85 - - $18.26 $10.49 $6.81 $599
Kansas City Life 0-90 $6.61 $7.14 $18.82 $10.78 $6.74 $6.17
London Pacific 45-85 - - $18.60 $10.61 - -
Manufacturers LIC 1-100 $6.24 $7.48 $17.74 $10.22 $6.51 $561
Metropolitan 0-85 $6.78 $8.11 $18.35 $10.80 $6.72 $6.08
Midwestern Nat’] LIC 0-80 $572 $6.88 $17.77 $10.12 $6.58 $581
Nat’l Guardian 20-90 $6.50 $782 - - - $595
Ohio National 0-85 $6.35 $7.60 $18.37 $10.69 $6.383 $6.03
Penn Mutual 0-85 $7.12 $8.41 $ 18.56 $10.93 $7.39 $6.73
Presidential LIC 0-85 $6.81 $7.89 $18.59 $10.89 $7.22 $6.86
Principal Mutual LIC 0-85 $6.61 $7.59 $18.62 $10.63 $6.93 $6.21
Provident Mutual 0-85 - - - - - $5.39
SAFECO LIC 55-80 $6.47 $7.51 - - - -
Savings Bank LIC/Mass 0-80 $598 $736 - $10.41 - $5.51
Security Benefit 0-100 $6.33 $7.49 $18.40 $10.53 $6.81 $6.06
Security Mutual/NY 20-80 - - - - $7.12 $6.13
Southwestern LIC 5-90 $6.26 $7.40 $18.44 $10.48 - -
Standard Insurance 0-80 $6.45 $7.58 $17.75 $10.42 $6.82 $6.36
USG Annuity & Life 35-80 $6.60 $7.74 $18.72 $10.91 - $6.17
United Companies LIC 0-99 - - $16.87 $10.51 - -
United Presidential LIC 20-80 $598 $7.21 $17.61 $10.25 $6.25 $5.52
United Services Life 0-85 $6.46 $7.79 $18.06 $10.28 - $587
WM Life Insur. Co. 0-95 $6.72 $8.10 $18.49 $10.58 $6.86 $6.04
Western National LIC 1-100 - - $18.77 $10.64 $6.82 $6.08
Western United Life 0-105 - - $19.15 $11.50 - -

Figures represent monthly income per $1,000, assuming $100,000 deposit.  Survey period: ‘May 21, 1996 thru May 24, 1996
*Formerly American Mutual Life Insurance Company
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The following two actuarial tables are
used for calculating the taxes on annu-
ity payments from qualified plans and
tax sheltered annuities. The gender-
based Table I is used if the contract
does not include a post-June 30, 1986
investment. The unisex Table V is used

Life Expectancy Tables

if the contract includes a post-June 30,
1986 investment. Table V is also cur-
rently used to compute life expectancy
for purposes of the minimum distribu-
tion requirements applicable to indi-
vidual retirement plans, tax-sheltered
annuities, and qualified retirement

plans, and for determining the life ex-
pectancy of a beneficiary receiving a
life income of death proceeds of life in-
surance. For these purposes, Table V is
used without regard to the effective date
of the contract.

Table I — Ordinary Life Annuities % Table V— Ordinary Life Annuities

One Life — Life Expectancy in Years i One Life — Life Expectancy in Years ¥

Ages Ages i Ages Ages b
Male Female Years Male Female Years | Unisex Years  Unisex Years f
ot

11 16 ... 60.4 56 61 ... 210 § 1 70.7 56 ... 277 g
12 17 59.5 57 62 ... 203 | 12 69.7 57 268 |
13 18 ... 58.6 58 63 ... 19.6 13 .. 68.8 58 259
14 19 ... 571 59 64 ... 189 § 4 67.8 59 250 |
15 20 L 56.7 60 65 ... 182 § 15 . 66.8 60 ... 242k
16 21 55.8 61 66 ... 17.5 16 ... 65.8 61 ... 233 k
17 22 54.9 62 67 16.9 17 64.8 62 ... 225 k
: 18 .. 63.9 63 ... 216 |

19 . 62.9 64 ... 208

20 L 61.9 65 ... 200 ¢

21 L 60.9 66 ... 192 g

22 L 59.9 67 ... 18.4 f

23 59.0 68 ... 176 H

24 58.0 69 ... 168 |

25 57.0 70 160 [

26 ... 56.0 71 153 |

27 55.1 2 146 [

28 54.1 73 139 f
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Table 2a. Non-Qualified Monies (Ages 60 and 65)

Reporting Issue Male 60 Female 60  Unisex 60| Male 65 Female 65 Unisex 65
Companies Ages Life Life Life Life Life Life
AlG Life 0-85 $6.71 $6.18 - $7.381 $6.74 -
American Heritage 0-85 $7.13 $6.54 $6.66 $7.94 $7.16 $7.32
American Investors LIC 0-85 $6.35 $580 $6.08 $7.13 $6.39 $6.76
Amer. Life & Casualty 0-90 $6.81 $6.23 - $7.53 $6.78 -
AmerUs Life* 5-90 $6.89 $6.31 - $7.71 $6.92 -
Canada Life Assur. 40-90 $7.26 $6.70 $6.70 $8.04 $729 $729
Columbia Universal LIC 0-85 $691 $6.32 - $7.72 $6.95 -
Commercial Union LIC 0-80 $7.19 $6.66 $6.91 $7.91 $7.21 $7.53
Delta Life & Annuity 0-99 $7.09 $6.42 $6.67 $8.01 $7.09 $7.42
Empire Life 0-95 $7.07 $6.44 $6.95 $7.95 $7.10 $7.78
Federal Home LIC 0-85 $7.36 $6.381 - $8.15 $7.40 -
Fidelity & Guaranty Life 0-70 $723 $6.53 $6.89 $7.98 $7.08 $7.53
Franklin LIC 0-100 $6.55 $6.06 $624 $7.19 $6.53 $6.77
General American LIC 0-79 $6.79 $6.23 $6.23 $761 $6.88 $6.88
Great American LIC 18-85 $6.96 $6.30 - $7.81 $7.00 -
Golden Rule 0-80 $6.63 $6.15 - $7.28 $6.62 -
Jackson National LIC no limit $7.12 $6.57 $6.79 $7.89 $7.15 $744
Jefferson Pilot LIC 15-85 $7.02 $6.38 - $7.389 $7.08 -
Kansas City LIC 0-90 $7.03 $6.47 $6.75 $7.79 $7.03 $741
London Pacific 45-85 $6.95 $6.44 - $7.58 $6.89 -
Manufacturers LIC 1-100 $6.76 $593 $6.39 $7.59 $6.59 $7.08
Midwestern Nat’l LIC 0-80 $6.35 $5381 $5.81 $7.11 $6.39 $6.39
Nat’l Guardian LIC 20-90 $7.05 $6.36 $6.71 $7.99 $7.05 $7.52
Ohio National 0-85 $7.03 $6.40 - $7.87 $7.04 -
Penn Insur. and Annuity 0-85 $7.47 $6.85 $7.17 $8.22 $7.38 $781
Penn Mutual 0-85 $747 $6.85 $7.17 $8.22 $738 $781
Presidential LIC 0-85 $7.35 $6.92 $6.92 $8.06 $7.48 $748
Principal Mutual 0-85 $7.08 $6.49 - $7.72 $693 -
Provident Mutual 0-85 $6.98 $6.44 - $7.46 $6.73 -
Savings Bank LIC/Mass 0-80 - - $6.12 - - $6.88
Security Benefit LIC 0-100 $7.00 $6.43 $6.43 $7.78 $7.00 $7.00
Security Mutual/NY 20-80 $7.03 $641 - $782 $7.05 -
Southwestern LIC 5-90 $6.65 $6.12 - $7.36 $6.63 -
Standard Insurance 0-80 $7.00 $6.43 $6.56 $7.74 $6.98 $7.15
USG Annuity & Life 35-85 $742 $6.74 - $8.30 $7.38 -
United Companies 0-99 $6.46 $589 - $727 $6.51 -
United Presidential LIC 20-80 $6.28 $574 $574 $7.05 $6.32 $6.32
United Services Life 0-85 $6.86 $6.26 $6.63 $7.70 $6.92 $7.39
WM Life Insur. Co. 0-95 $7.07 $6.44 $6.95 $7.95 $7.10 $7.78
Western National LIC 1-100 $7.01 $6.46 - $7.77 $7.04 -
Western United 0-105 $7.16 $6.52 $6.83 $8.05 $722 $7.60

Figures represent monthly income per $1,000, assuming $100,000. Survey period: May 21, 1996 thru May 24, 1996.
*Formerly American Mutual Life Insurance Co.
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Table 2b. Non-Qualified Monies (Ages 70 and 75)

Reporting Issue Male 70 Female 70 Unisex 70 Male 75 Female 75 Unisex 75
Companies Ages Life Life Life - Life Life Life
AlG Life 0-85 $8.52 $755 - $10.04 $8.80 -
American Heritage 0-85 $9.10 $8.05 $8.27 $10.74 $9.39 $9.67
American Investors LIC 0-85 $822 $7.24 $7.73 $9.77 $ 851 $9.13
Amer. Life & Casualty 0-90 $834 $744 - $9.55 $ 848 -
AmerUs Life* 5-90 $ 888 $7.80 - $10.55 $9.16 -
Canada Life Assur. 40-90 $9.12 $8.12 $8.12 $10.60 $9.36 $9.36
Columbia Universal LIC 0-85 $ 8.89 $784 - $10.53 $9.19 -
Commercial Union LIC 0-80 $8.95 $ 8.00 $842 $10.43 $9.20 $9.72
Delta Life & Annuity 0-99 $9.30 $8.01 $8.47 $10.73 $9.62 $9.96
Empire Life 0-95 $9.20 $ 8.06 $8.97 $10.98 $9.51 $10.68
Federal Home LIC 0-85 $9.26 $8.26 - $10.84 $9.56 -
Franklin LIC 0-100 $8.11 $7.21 $7.52 $941 $8.25 $8.63
General American LIC 0-79 $8.61 $774 $7.74 $9.98 $8.86 $8.86
Golden Rule 0-80 $821 $7.30 - $9.52 $835 -
Great American LIC 18-85 $9.04 $8.05 - $10.83 $9.68 -
Jackson National LIC no limit $899 $799 $839 $10.54 $9.26 $9.76
Jefferson Pilot LIC 15-85 $9.08 $7.99 - $10.76 $9.38 -
Kansas City Life 0-90 $38389 $785 $836 $10.43 $9.10 $9.75
London Pacific 45-85 $8.51 $7.56 - $9.83 $8.62 -
Manufacturers LIC 1-100 $8.77 $7.39 $807 $10.40 $861 $9.49
Midwestern Nat’l LIC 0-80 $8.18 $721 $7.21 $9.69 $845 $845
Nat’l Guardian LIC 20-90 $9.31 $ 8.02 $867 $11.15 $9.51 $10.33
Ohio National 0-85 $9.04 $794 - $ 10.70 $9.28 -
Penn Insurance & Annuity 0-85 $9.28 $8.13 $8.73 $10.79 $9.21 $10.07
Penn Mutual 0-85 $9.28 $8.13 $8.73 $10.79 $9.21 $10.07
Presidential LIC 0-85 $9.07 $828 $8.28 $10.56 $9.49 $9.49
Principal Mutual LIC 0-85 $ 8.66 $7.61 - $10.03 $8.69 -
Provident Mutual LIC 0-85 $ 8.33 $7.46 - $9.44 $833 -
Savings Bank LIC/Mass 0-80 - - $795 - - $9.51
Security Benefit 0-100 $8.90 $7.85 $7.85 $10.48 $9.14 $9.14
Security Mutual/NY 20-80 $897 $8.02 - $10.65 $9.55 -
Southwestern LIC 5-90 $8.39 $739 - $9.84 $8.56 -
Standard Insurance 0-80 $ 8381 $7.77 $8.00 $10.02 $ 8.69 $899
USG Annuity & Life 35-85 $9.51 $8.27 - $11.08 $9.55 -
United Companies LIC 0-99 $8.41 $7.39 - $10.02 $872 -
United Presidential LIC 20-80 $8.14 $7.16 $7.16 $9.66 $8.42 $8.42
United Services Life 0-85 $ 8.87 $783 $845 $10.50 $9.18 $9.97
WM Life Insur. Co. 0-95 $9.20 $ 8.06 $897 $10.98 $9.51 $ 10.68
Western National LIC 1-100 $8.86 $787 - $10.39 $9.13 -
Western United Life 0-105 $9.29 $8.19 $8.69 $11.01 $9.62 $10.23

Figures represent monthly income per $1,000, assuming $100,000 deposit. Survey period: May 21, 1996 thru May 24, 1996.
*Formerly American Mutual Life Insurance Co.
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Table 2c. Non-Qualified Monies (Miscellaneous Forms)

Reporting Issue 10Yr CL 10Yr CL SYrPC 10YrPC Mé65 F60 Mé65 Fo0
Companies Ages Unisex 60  Unisex 70 No Life No Life J&S 50%S  J& 100%S
AIG Life 0-85 - - $1834 $10.57 $6.88 $6.15
American Heritage 0-85 $6.54 $7.80 $19.25 $11.02 $6.15 $6.93
American Investors LIC 0-85 $595 $7.20 $17.74 $10.02 $6.26 $545
Amer. Life & Casualty 0-90 - - $18.09 $10.46 - $583
AmerUs Life* 5-90 - - $18.24 $10.54 $6.94 $593
Canada Life Assurance 40-90 $ 6.60 $7.77 $18.55 $10.75 $7.09 $6.34
Columbia Universal LIC 0-85 - - $19.11 $10.86 $6.71 $5.94
Commercial Union 0-80 $6.75 $7.85 $17.73 $10.41 $7.01 $6.30
Delta Life & Annuity 0-99 $6.52 $7.90 $18.78 $10.92 $6.44 $6.02
Empire Life 0-95 $672 $8.10 $18.49 $10.58 $6.86 $6.04
Federal Home LIC 0-85 - - $18.32 $10.65 $7.18 $642
Fidelity & Guaranty Life 0-70 $6.71 $791 $18.31 $10.65 $7.18 $6.19
Franklin LIC 0-100 $6.15 $7.18 - - $6.40 $5.76
General American LIC 0-79 $6.15 $741 - - $6.65 $5.90
Great American LIC 11-85 $6.17 $7.57 $18.65 $10.79 $6.98 $5.87
Golden Rule 0-80 - - - $10.65 $6.66 $584
Jackson National LIC no limit $6.65 $784 $18.47 $10.71 $6.94 $6.20
Jefferson Pilot LIC 15-85 - - $18.26 $10.49 $6.81 $599
Kansas City Life 0-90 $6.61 $7.14 $18.82 $10.78 $674 $6.17
London Pacific 45-85 - - $18.60 $10.61 - -
Manufacturers LIC 1-100 $624 $7.48 $17.74 $10.22 $6.51 $5.61
Midwestern Nat’l LIC 0-80 $572 $6.88 $17.77 $10.12 $6.58 $581
Nat’l Guardian LIC 20-90 $6.50 $782 - - - $595
Ohio National 0-85 $6.35 $7.60 $18.37 $ 10.69 $6.83 $6.03
Penn Insurance & Annuity 0-85 $6.99 $8.14 $18.56 $10.93 $7.32 $6.53
Penn Mutual 0-85 $6.99 $8.14 $18.56 $10.93 $732 $6.53
Presidential LIC 0-85 $6.81 $7.89 $18.59 $10.89 $7.22 $6.86
Principal Mutual LIC 0-85 - - $18.57 $ 10.60 $691 $6.19
Provident Mutual 0-85 - - - - - $5.39
Savings Bank LIC/Mass 0-80 $598 $7.36 - $10.41 - $5.51
Security Benefit 0-100 $6.33 $7.49 $18.40 $10.53 $6.381 $6.06
Security Mutual/NY 20-80 - - - - $6.78 $599
Southwestern LIC 5-90 - - $18.44 $10.48 $6.48 $5.79
Standard Insurance 0-80 $6.45 $7.58 $17.75 $10.42 $6.82 $6.36
USG Annuity & Life 35-85 - - $18.72 $10.91 - $6.30
United Companies LIC 0-99 - - $16.87 $10.51 - -
United Presidential LIC 20-80

United Services Life 0-85 $6.46 $7.79 $18.06 $10.28 - $587
WM Life Insur. Co. 0-95 $6.72 $8.10 $18.49 $10.58 $6.86 $6.04
Western National LIC 1-100 - - $18.77 $10.64 $6.82 $6.08
Western United Life 0-105 - - $19.15 $11.50 - -

Figures represent monthly income per $1,000, assuming $100,000 deposit. Survey period: May 21, 1996 thru May 24, 1996
*Formerly American Mutual Life Insurance Co.
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Deferred Annuities Update

n a deferred annuity your
premium is credited with
a fixed interest rate (see

column with heading for rate on cur-
rent issue’a date). The length of time
for which this rate is guaranteed is
shown in the Rate Guar. Period
column. The column with the head-
ing of last issue’s date indicates the
crediting rate that was in effect at
the time of our prior issue. Some in-
surers offer protection against low
renewal rates with a feature known
as a “Bailout” or “Escape” rate (sce

Table 3 column with Bailout Es-
cape Rate heading). Almost all
annuities set a minimum or floor
rate below which the annual in-
terest rate is guaranteed never to
drop (see Guar. Rate). There are
two basic methods by which in-
surance companies set renewal
rates once the current rate period
ends (see Rnwl Mthd column). P
stands for “Portfolio Method,”
which means that renewal rates
for old monies (i.e. existing annu-
ities) are the same as the rates

being credited on new monies. I
stands for “Investment Year”
method (aka “Banded” or “Bucket”
method). This means that renewal
rates are set at different rates for
monies received at different times.
Old monies (i.e. existing annuities)
may earn higher or lower rates than
new annuities. The column headed
Surrender Fees Yr 1 and Yr 7 re-
ports the penalties in effect for the
two sample years indicated. Quotes
include all fees and commissions but
not premium taxes, if applicable.

Table 3. Single Premium Fixed Interest Deferred Annuities - With Bailout

May °96 | Feb. *96 May *95 Rate Bail-out Surrender
Reporting Policy Issue Full Full Full Guar. Escape Guar.  Rowl Fees
Companies Name Ages Rate Rate Rate Period Rate Rate Mthd | Yri Yr7
AIG Life SPDA 0-75 | 570% | 5.10% na 1Year 4.70%  3.00% [ 6% 0%
American Heritage SPDA-2 0-75 | 6.25% | 563% 6.75% | 1Year 6.25% 5.00% I 7% 1%
Amer. Investors SPDA-I 0-85 | 7.50% | 7.25% 8.00% | 1/14/98 5.00%  4.00% I [10% 4%
Franklin LIC Pres. Ann. IV 0-85 | 5.75% na 685% | 1Year 4.75% 4.00% I 9% 3%
Kansas City Life SDDA 0-80 | 5.85% na 6.75% | 12/31/97 4.50%  4.50% I 7% 2%
Ohio National Choice 11 0-80 | 6.10% | 5.75% 6.50% | 1Year 5.10% 4.00% I 6% 0%
Presidential Life SPDA II 0-85 | 6.30% | 580% 6.75% | 2 Years 4.00%  5.00% I 6% 2%
Provident Mutual SPDA I 0-75 | 6.10% | 5.05% 6.00% | 2 Years 5.10%  3.00% [ % 1%
Provident Mutual SPDA II 0-75 | 585% | 480% 575% | 2 Years 4.85%  3.00% I 7% 1%
SAFECO Safekey 1 090 | 5.55% | 490% 575% | 1 Year 480%  3.00% 1 5% 0%
Security Mutual/NY  SPDA 0-80 | 5.75% | 5.50% 6.00% | 1Year 4.75% 3.50% I 7% 1%
Security Mutual/NY  SPDA 0-80 | 6.00% | 575% 6.00% | 3 Years 5.00%  3.50% I 7% 1%
Standard Insurance ~ SPDA 0-80 | 5.55% | 5.13% 6.29% | 1Year 3.55% 3.00% I 7% 1%

Survey period: May 21, 1996 thru May 24, 1995
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Table 4. Single Premium Fixed Interest Deferred Annuities - Without Bailout

May’96 IstYr. | Feb.’%  May ’95 Rate Surrender
Reporting Policy Issue Base Bonus Base Base Guar. Guar.  Rnwl Fees
Companies Name Ages Rate  Amount Rate Rate Period Rate Mthd | Yr1  Yr7
Amer. Int’l Life/NY SPDA 0-75 5.70%  1.50% na na 1 Year 3.00% I 6% 0%
American Investors SPDA 2000 0-85 5.30% - 5.05% 6.00% 1 Year 4.00% I 10% 4%
Amer. Life & Casualty SPDA 8 0-85 515%  1.00% na 5.85% 1 Year 3.50% 1 10% 3%
Amer. Life & Casualty SPDA 9+ 0-85 550%  4.00% 5.35% 6.15% 1 Year 4.00% I 12% 6%
Amer. Life & Casualty SPDA 11 0-85 530% 3.35% 5.15% 5.95% 1 Year 3.50% I 10% 3%
AmerUs Life* Adv. Bonus 0-85 560%  1.00% na 6.05% 1 Year 3.00% 1 9% 0%
Canada Life Assurance  Security 1 0-80 5.50%  1.00% 5.00% 6.30% 1 Year 3.00% I 7% 2%
Columbia Universal Pres. Choice 0-85 625%  1.00% 5.25% 6.35% 1 Year 4.50% I 8% 0%
Commercial Union Savers Adv. 3 0-85 470%  3.00% 4.10% 5.35% 1 Year 3.00% I 10% 5%
Commercial Union Port. Secure 0-85 480% 1.00% 4.45% na 1 Year 3.50% P 6% 1%
Delta Life & Annuity SPDA-PS 1-99 6.25% - 5.50% 7.00% l Year 4.00% P 6% 3%
Empire LIC IA Maximizer ~ 0-80 550%  1.00% 5.35% na 1 Year 3.00% I 6% 1.8%
Federal Home Life Encore 0-80 6.00% 1.00% na 6.50% | 2 Years 4.00% I 7% 1%
Fidelity & Guar. Life Resolute + 18-85 | 585%  3.00% 5.20% 6.05% 1 Year 3.00% I 9% 3%
Fidelity & Guar. Life Intrepid 18-85 | 5.15% - 4.65% 6.00% 1 Year 3.00% 1 3% 0%
Fidelity & Guar. Life Optimum + 18-85 5.55% 2.00% 5.05% 6.15% 1 Year 3.00% I 5% 0%
Golden Rule Ult. Bonus 0-70 6.10%  3.00% 5.15% 6.10% 1 Year 3.00% I 8% 2%
Great American GTSA VI-SS  18-65 | 6.05% (call) 6.00% 6.45% none 4.00% I 12% 6%
Great American Secure 15 0-70 5.40% (call) 5.75% 6.20% 1 Year 3.00% I 12% 6%
Great American Money Max 18-65 | 4.95% (call) 5.30% 5.50% 1 Year 3.00% I 12% 6%
Great American SP7R+6-2 0-85 5.20% (call) 7.25% 5.20% 1 Year 3.00% I 7% 1%
Great American SP 10-ST 0-85 4.95%  2.00% 5.05% 5.50% 1 Year 3.00% I 10% 4%
Jackson National Action One 0-75 5.85%  4.00% 4.85% 5.85% 1 Year 3.00% I 9% 3%
Jackson National Max 0-80 6.25% - 5.25% 6.25% 1 Year 3.00% I 6% 0%
Jackson National Bonus Max 1 0-75 6.25%  3.75% 5.75% 6.25% 1 Year 3.00% I 9% 3%
Jefferson Pilot Sec. Advant. 0-85 5.80% - 5.35% 6.35% 1 Year 3.50% I 7% 2%
Jefferson Pilot Secure Plan 0-85 5.80% - 5.35% 6.35% 1 Year 3.50% I 5% 0%
London Pacific Opt. Income 0-80 6.00% - na 6.50% 1 Year 3.00% I 10% 4%
Manulife SPDA I 0-70 4.80% - 4.00% 550% | 5 Years 4.00% P no surrender
Midwestern Nat’l LIC ~ MVRA 0-80 5.60%  5.00% na 6.50% 1 Year 3.00% I 12% 7%
National Guardian SPRA 0-85 6.15% - 6.35% 6.75% 1 Year 4.00% P 7% 1%
Penn Mutual Life Diversifier2  0-85 5.30% - 5.30% 5.90% 1 Year 4.00% I 7% 1%
Penn Mutual Life Diversifier2  0-85 5.40% - 4.75% 585% | 3 Years 4.00% I 7% 1%
Penn Mutual Life Diversifier2  0-85 5.50% - 5.00% 590% | 5 Years  4.00% 1 7% 1%
Penn Mutual Life Diversifier2  0-85 5.70% - 5.00% 595% | 7Years 4.00% I 7% 1%
continued...

*Formerly American Mutual Life Insurance Company
Survey period: May 21, 1996 thru May 24, 1996
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Table 4. Cont’d. Single Premium Fixed Interest Deferred Annuities - Without Bailout

May 96 Ist Yr. | Feb.’96  May '95 Rate Surrender

Reporting Policy Issue Base Bonus Base Base Guar. Guar. Rnwl Fees
Companies Name Ages Rate  Amount Rate Rate Period Rate Mthd| Yrl Yr7
Presidential SPDA 0-85 6.70% - 6.20% 7.15% I Year  5.00% 1 6% 2%
Principal Mutual SPDA 0-95 5.95% - 5.30% 6.25% 1 Year  3.00% I 6% 2%
Principal Mutual SPDA+ 0-95 580%  1.00% 5.20% 6.10% 1 Year  3.00% I 6% 2%
Provident Mutual SPDA I 0-75 6.35% - 5.30% 6.25% 2 Years  3.00% I 3% 3%
Provident Mutual SPDA IV 0-75 565% 140% | 4.60% 5.55% 2 Years  3.00% I 7% 0%
Provident Mutual SPDA V 0-75 5.65% 1.00% 4.60% na 1 Year 3.00% I T% 0%
Reliance Standard Apollo-MVA 0-85 5.50%  2.00% 5.00% na 1 Year  3.00% P 9% 2%
Reliance Standard Apollo-SP 0-85 520% 2.00% | 4.70% na 1 Year  3.00% P 9% 2%
SAFECO LIC QPA I + 0-75 585% 125% | 4.75% 5.75% 1l Year 4.25% P 9% 4%
SAFECO LIC QPAV + 0-75 570% 140% | 4.65% 6.00% 1 Year 3.00% P 8% 2%
SAFECO LIC Safekey 3 0-90 5.35% na 4.70% 4.50% 8 Years  3.00% I 5% 2%
SAFECO LIC Advantage 2 0-85 5.75% na 5.10% na 1 Year 3.00% I 5% 0%
SAFECO LIC Advantage 3 0-85 575%  1.00% 5.10% na 1 Year  3.00% I 7% 1%
Savings Bank LIC/MA  LifeSaver 0-80 5.00% - 4.00% 5.25% 1 Year 4.00% I 7% 1%
Security Benefit Sec. Premier 0-80 560%  1.00% 5.15% 6.20% I Year  3.50% I 8% 0%
Security Benefit Security Prov.  0-80 5.60% - 5.15% 6.20% 1 Year  3.50% I 9% 0%
Security Mutual/NY SPDA 0-80 6.25% - 6.00% 6.25% 3 Years  3.50% I 7% 1%
Security Mutual/NY SPDA 0-80 6.00% - 5.75% 6.25% 1 Year 3.50% I 7% 1%
Southwestern LIC Golden Bonus ~ 0-85 5.45%  2.50% 4.75% 5.85% 1 Year 3.00% I 12% 9%
Southwestern LIC Income Prov. 0-80 545% 1.00% | 4.65% 5.75% 2 Years  4.00% I 10% 7%
Transamerica Mach 6 0-75 7.50% - na na 1 Year  3.00% I 6% 0%
USG Annuity & Life ~ Advant. Gold 0-85 6.05%  1.00% 5.65% na 1 Year  3.00% I 7% 3%
USG Annuity & Life  Interest Builder =~ 0-85 530%  5.00% na na 1 Year 3.00% I 10% 3%
USG Annuity & Life  MVA 3 0-85 530% 1.00% | 4.65% 5.70% 1 Year  3.00% I 9% 2%
USG Annuity & Life  MVA9 0-85 580%  2.00% 5.20% 6.05% 1 Year  3.00% I 9% 3%
United Companies Maxsaver 0-80 5.40% - 4.90% 5.70% 1 year 3.00% P 8% 0%
United Companies Taxsaver 0-85 6.00%  1.00% na 6.40% 1 Year  3.00% P 10% 4%
United Presidential SPDA 0-85 5.90% - na 6.40% 1 Year  4.00% I 10.3% 5.3%
United Presidential SPDA 2 0-85 590%  2.00% na 6.40% 1 Year 4.00% 1 10.5% 6%
United Presidential SPDA 4 0-85 590%  4.00% na 6.40% 1 Year 4.00% I 10.8% 6.3%
United Services Life Index Annuity  0-85 5.25% 1.50% na 6.25% 1 Year 4.00% 1 9% 3%
Western National Envision + I 0-69 565%  1.00% 5.65% 6.25% 1 Year  3.00% I 9% 2%
Western National SPDA +2 0-85 5.25% - 5.40% 6.00% 1 Year 4.00% 1 7% 0%
Western National Vision 1 0-85 550%  2.11% 5.55% 6.15% 1 Year  3.00% I 9% 5%

Survey period: May 21, 1996 thru May 24, 1996
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Table S. Single Premium Certificates of Annuity With Free Surrender Every Anniversary Date

May *96 Feb.’96 May’'95 Rate
Reporting Policy Issue Full Full Full Guar. Surrender Penalties by Year
Companies Name Ages Rate Rate Rate Period 1 2 3 4 5 6 7 8 9

Columbia Universal ~ Your Choice 0-100 | 5.10% 500%  510% 3mos. 2% 2% 2% 2% 2% 2% 2% 2% 2%
Federal HomeLife ~ SPDA Preferred 0-80 | 5.00%  4.95%  525% 1Year 7% 6% 5% 4% 3% 2% 1% - -
Fidelity & Guar.  Intrepid LQ 18-85 | 425%  400% 450% 1Year | 5% 5% 5% 5% 5% 5% 5% 5% 5%

Provident Mutual  Asset. Accumul. 0-75 5.04% na 544% 1Year 3% 3% 3% 3% 3% 3% 3% 2% 1%

Survey period: May 21, 1996 thru May 24, 1995

Table 6. Single Premium Certificates of Annuity Without Surrender Charges on Maturity Date

May'% Feb’9% May'95 Yield

Reporting Policy Issue; Full Full Full Guar Surrender Penalties by Year

Companies Name Ages| Rate Rate Rate Period| 1 2 3 4 5 6 7 8 9 10
Crown Life # SPDA 0-75 | 6.68% 5.88% 608% 10Y¥Yrs |9.0% 81% 72% 63% 54% 45% 3.6% 27% 1.8% 09%
Crown Life # SPDA 0-75 | 6.62% 5.82% 6.02% 9Yrs [9.0% 8.0% 7.0% 6.0% 50% 4.0% 3.0% 20% 1.0% -
Crown Life # SPDA 0-75 | 6.57% 5.67% 592% 8Yrs |84% 74% 63% 53% 42% 32% 2.1% 1.1% - -
Crown Life # SPDA 0-75 | 6.35% 5.50% 570% 7Yrs |84% 72% 6.0% 4.8% 36% 24% 12% - -

Crown Life # SPDA 0-75 | 6.14% 5.14% 549% 6Yrs [ 84% 7.0% 5.6% 4.2% 28% 1.4% - - - -
Crown Life # SPDA 0-75 | 5.92% 4.87% 527% SYrs |8.0% 6.4% 48% 3.2% 16% - - - - -

Delta Life & Annuity SP Guar.Ann. 1-99 | 5.35% 4.25% na 5Yrs | 3% 3% 3% 3% 3% - - - - -

Western United CD-MAX 1 0-84 | 520% 535% 570% 3Yrs | 2% - - - - - - - - -
Western United CD-MAX V 0-84 | 6.00% 6.15% 655% S5Yrs | 5% - - - - - - - - -
United Services Life ~ Cert. Annuity  0-85 | 5.25% na na 5 Yrs. | Surrender available only at the end of each accumulation period
United Services Life ~ Cert. Annuity  0-85 | 4.75% na na 3 Yrs. | Surrender available only at the end of each accumulation period

# Additional surrender charges (e.g. “Market Value Adjustment”) may further reduce cash value on surrender before contract maturity
Survey period: May 21, 1996 thru May 24, 1996

Table 7. Flexible Premium Fixed Interest Deferred Annuities - With Bailout

May 96  Feb.’96 May’ 95| Rate Bail-out Surrender
Reporting Policy Issue Full Full Full Guar. Escape = Guar. Rnwl Fees
Companies Name Ages Rate Rate Rate Period Rate Rate Mthod | Yr1 Yr7
AlG Life GF100 0-80 6.75% 5.62% na 1 Year 4.10%  3.00% I ™% 0%
Franklin LIC Pres. Amm A 0-75 5.75% na 6.85% | 1 Year na 4.00% I 10% 4%
SAFECO LIC Penna. 2 0-90 5.35% 470%  555% | 1Year 4.60% 3.00% I 5% 0%
Security Mutual/NY FPA 0-80 5.75% 5.50% 575% | 1 Year na 4.50% I 7% 4%
Standard Insurance Co  FPDA 0-80 5.28% 486%  6.02% | 1Year 350% 3.00% I 7% 3%
United Services Life Conservation ~ 0-85 6.00 na 6.75% | 1 Year 3.50%  3.00% 1 7% 0%

Survey period: May 21, 1996 thru May 24, 1996
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Table 8. Flexible Premium Fixed Interest Deferred Annuities - Without Bailout

May’96 1st Yr. | Feb.’96 May *95 Rate Surrender
Reporting Policy Issue Base Bonus Base Base Guar. Guar.  Ranwl Fees
Companies Name Ages Rate  Amount Rate Rate Period Rate Mthd | Yr1 Yr 7
American Heritage PFPA 0-69 5.75% - 5.13% 6.25% - 4.00% I 10% 2%
American Investors FPDA-P2 0-85 5.30% 2.50% 5.05% 6.00% | 1Year 3.50% I 12% 6%
American Life & Cas.  FPDA-8 0-85 525%  2.00% 5.10% 590% | 1Year 4.00% 1 12% 6%
American Life & Cas.  FPDA-81 0-85 5.10%  3.00% 5.00% na 1 Year  3.00% 1 12% 7%
American Life & Cas.  FPDA-88 0-85 5.00%  8.00% 5.00% na 1 Year  3.00% I 12% 7%
AmerUs Life* Flex 30 0-80 5.65% - na 6.35% | 1| Year 3.50% P 6% 0%
Columbia Universal FPDAT 18-75 | 5.75% - 5.75% 6.30% | 1Year 4.50% P 10% 4%
Commercial Union MaxRewards  0-85 4.75%  2.00% 4.20% 5.40% 1 Year 3.50% I 9% 2%
Commercial Union MaximizerI 0-85 | 4.95% 0.75% | 4.95% 565% | 1Year  3.50% I 6% 0%
Delta Life & Annuity  FlexNoLoad 0-99 | 6.00% na 5.25% 6.75% | 1Year 4.00% p 8% 4%
Empire LIC FPA 0-85 515%  1.00% 4.90% 575% | 1Year  3.00% I 8.1% 2.7%
Empire LIC 1A Classic 0-85 5.05%  .65% 4.90% 575% | 1Year  3.00% I 5% 0%
Federal Home Life Prem. Am+  0-80 5.00% 1.50% 4.50% 550% | 1Year 4.00% I 9% 2%
Federal Home Life PremierFlex  15-75 | 5.50% - na 6.00% I Year  4.00% I 10% 0%
Fidelity & Guar. Life Optimum 18-85 | 5.55% 1.00% 5.05% 6.15% | 1 Year  3.00% 1 5% 0%
Fidelity & Guar. Life Resolute 18-85 | 5.85% na 5.20% 6.05% | 1 Year  3.00% I 12% 6%
General American LIC ~ Flex 2 0-79 | 6.29% - 6.20% 6.00% - 4.00% p 7% 0%
Golden Rule Flex-Vantage  0-60 | 6.10%  1.00% 5.15% 6.10% | 1Year  3.00% I 9% 4%
Great American (q) TSA I 18-65 | 5.50%  (flex) 5.80% 6.20% - 4.00% I 5% 0%
Great American (q) GTSA VI 18-65 | 6.05%  (flex) 6.25% 6.45% - 4.00% I 30% 0%
Great American (q) TSA VIII 18-65 | 6.10%  (flex) 6.25% 6.30% - 3.00% I varies by age
Investors Insur. Corp.  Amer. Ann.  0-85 500% 1.75% na 6.50% | 1 Year  3.00% | 10% 4%
Investors Insur. Corp. Flex 0-85 5.00%  3.25% na 6.00% 1Year 3.00% I 15% 7%
Jackson National Flex 1 0-70 | 6.25% - 5.25% 6.25% | 1Year 3.00% I 12% 3%
Jefferson Pilot LIC FPDA 0-75 5.80% - 5.35% 6.35% | 1Year 3.50% I 9% 5%
Jefferson Pilot LIC Flex. Bonus  0-85 550%  1.00% 5.05% na 1 Year  3.50% I 7% 2%
Kansas City Life Gwth Track  0-80 5.85% 1.00% na na 1CaYr 3.00% I 10% 4%
London Pacific Future Guard  no limit | 6.00% - na na 1 Year 3.00% P 12% 8%
Midwestern Nat’1 FRA 0-80 5.70% - na 6.50% none 4.00% P 6% 1%
Midwestern Nat’l FDA 0-80 5.90% - na 6.60% none 3.50% 1 9% 3%
Midwestern Nat’] RSP 0-80 | 545% 1.00% na 6.90% | 1 Year 3.0% I 8% 0%
Nat’l Guardian Flex. Prem. 0-80 | 5.65% - 5.25% 5.50% | 6 mos. 4.00% p 10% 3%
Ohio National Prime II 0-75 5.70% - 5.70% 6.00% {1CalYr. 4.00% I 8% 3%
Penn Mutual Life Divers. 2 0-85 5.30% - 5.30% 590% | 1Year 4.00% I 7% 1%
Penn Mutual Life Divers. 2 0-85 5.40% - 4.75% 585% | 3 Years 4.00% I 7% 1%
continued...

Survey period: May 21, 1996 thru May 24, 1996
*Formerly American Mutual Life Insurance Co.

ANNUITY & LIFE INSURANCE SHOPPER ¢ 800-872-6684 ¢  July - Sept. 1996 49



Deferred Annuities Update

Table 8. Cont’d. Flexible Premium Fixed Interest Deferred Annuities - Without Bailout
May’96 IstYr. | Feb.’9%  May 95 Rate Surrender
Reporting Policy Issue Base Bonus Base Base Guar. Guar.  Rnwl Fees
Companies Name Ages Rate  Amount Rate Rate Pertod Rate Mthd | Yr1 Yr7
Presidential No Load 0-85 6.55% - 6.05% 7.00% |1Cal Yr  5.00% I 7% 4%
Presidential (q) TSA-Loan 0-85 | 6.55% - 6.05% 7.00% |1Cal Yr. 5.00% I 7% 4%
Principal Mutual LIC FPDA 0-85 | 5.10% - 5.10% 6.60% 1 Year  4.00% I 7% 3%
Provident Mutual LTD 0-85 6.25% 1.00% 5.20% 6.90% 1 Year 3.00% I 10% 4%
SAFECO LIC Advantage [ 0-85 5.55% - na na - 3.00% I 5% 0%
SAFECO LIC QPA TN 0-75 5.85% - 4.75% 5.75% 6 mos. 4.34% P 9% 4%
SAFECO LIC QPAV 0-75 5.70% - 4.65% 5.75% 6 mos. 3.00% P 8% 2%
SAFECO LIC Safekey 2 0-90 5.35% na 4.70% 5.75% 1 Year 3.00% I 5% 0%
Security Benefit Secur. Mark  0-75 | 5.60% - 5.40% 6.20% 1 Year  3.50% 1 8 2%
Southwestern LIC Flex-Rite 0-75 6.10% - 6.10% 6.45% - 4.00% P 7% 2%
USG Annuity & Life Advant Silver  0-85 | 555% 1.00% 5.15% na l Year  3.00% I 9% 2%
USG Annuity & Life Flex 15 0-70 5.35%  2.00% 5.00% 5.80% 1 Year 3.00% I 22% 13%
USG Annuity & Life Flex 9 0-85 545%  2.00% 5.10% 6.00% 1 Year 3.00% I 9% 3%
USG Annuity & Life Retire. Choice  0-70 | 5.35% 1.00% 5.00% na 1 Year 3.00% I 9% 3%
United Presidential LIC  Pacer One 0-70 5.55% - na 6.05% 1 Year 4.00% I 10% 3%
United Presidential LIC  Pacer Advant. 0-80 5.90% - na 6.40% 1 Year 4.00% I 10% 3%
United Services Life Flex 7 0-85 525% 1.50% na 5.75% 1 Year 3.00% 1 8% 2%
United Services Life Flex Pay 0-85 5.00%  1.00% na 5.75% | Year  3.00% I 9% 4%
United Services Life USLICOAm.  0-85 525%  1.50% na 5.75% 1Year 4.00% I 10% 4%
WM Life Ins. Co. IA Classic 0-85 | 5.05% 65% 4.90% 5.75% 1 Year  3.00% I 5% 0%
Western National FPDA Plus 0-85 5.75% - 5.65% 6.50% none 4.00% 1 6% 0%
Western National FPDA PlusIT  0-85 6.00% - 5.90% 6.75% none 4.00% I 8% 2%
Western National Vision Flex 0-70 | 6.25% - 6.05% 6.90% none 3.00% I 10% 6%
Western United Uniflex I 0-84 | 6.65% - 6.55% 6.75% 1 Year 4.50% I 5% 3%

Survey period: May 21, 1996 thru May 24, 1996

Split Annuities

Split annuities (also called Combination
annuities) are essentially a hybrid prod-
uct combining the features of a Certifi-
cate of Annuity (Table 6) and a Period
Certain immediate annuity (Tables 1¢ &
2c). These annuities provide immediate
cash-flow and a guarantee that the ini-
tial purchase amount is returned at the
end of a specified period of time (in
Table 9 below, at the end of 5 years and
7 years). The figures in Table 9 are

based on an investment of $100,000.
Column headed “Annual Interest Rate”
indicates the rate earned on the deferred
portion of the split annuity for the life of
the contract (either five or seven years as
illustrated). “Deferred Annuity Pre-
mium” column gives the amount of the
original investment that is allocated to
the deferred annuity portion of the con-
tract. This is the amount set aside for the
deferred annuity to grow back to the full

amount of the original investment. Col-
umn headed “Monthly Income Amount”
lists the monthly income which is gener-
ated by the immediate annuity portion of
the contract and payable each month until
the contract matures (either 5 or 7 years).
“Income Annuity Premium” column re-
ports the amount of the original invest-
ment which is allocated to the immediate
annuity portion of the contract.

S0 July-Sept. 1996 ¢
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Table 9. Split (“Combination”) Immediate and Deferred Annuities.

5 Year Maturity Rates 7 Year Maturity Rates

Annual Deferred  Monthly Income Annual  Deferred Monthly Income
Reporting Policy Issue | Interest Annuity Income Annuity Interest Annuity Income  Annuity
Companies Name Ages Rate Premium  Amount  Premium Rate Premium Amount Premium
Columbia Universal ~ Split Annuity  0-85 | 6.45%  $73,162  $455.54 $26,838 6.39% $64,808  $505.71 $35,192
Empire Life Classic 0-85 | 3.53%  $84,057  $294.76 $15,943 3.38% $79,232  $289.74 $20,768
Federal Home Life  Encore/SPIA 0-80 na na na na 7.00% $62,904  $504.53 $36,454
Manulife SPDAI/SPIA  0-70 | 4.80%  $79,103  $367.57 $20,897 5.30% $69,663  $407.25 $30,337
Midwestern Nat’l  Split Annuity ~ 0-80 na na na na 4.50% $76,759  $301.37 $23,241
Penn Mutual Div. II/SPIA 0-85 na na na na 5.70% 367,838  $453.18 $32,162
Presidential (nq) Combi-nnuity  0-85 | 6.10%  $74,374 $476.36 $25,626 na na na na
Provident Mutual SPDA/SPIA 0-75 560%  $76,152 $424.00 $23,848 na na na na
USG Amn. & Life Advant./SPIA 0-85 | 6.15%  $74,199 $483.15 $25,801 na na na na
USG Ann. & Life Multi Yr/SPIA  0-85 | 5.75%  $75,613  $456.67 $24,387 6.00% 366,506  $476.88 $33,494
United Services Life ~ Split Annuity  0-85 | 5.50%  $77,240  $407.76 $22,760 na na na na
WM Life Classic 0-85 | 3.53% 384,057 $294.76 $15,943 3.38% $79,232  $289.74 $20,768
Western United CD-Max V 0-84 | 6.00% $74,726 $490.00 $25274 na na na na

Survey period: May 21, 1996 thru May 24, 1996
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Periodic payment annuities, com-
monly known as structured settle-
ments, are a popular means of provid-
ing compensation to personal injury
and tort victims that offer significant
advantages to all parties concerned.
The greatest benefits accrue to the
plaintiff, since the IRS code excludes
from gross income any damages he re-
ceives through such a settlement an-
nuity on account of personal injuries
or sickness. For such a settlement to
be valid, however, the method of
funding cannot be part of the agree-
ment, and the annuity cannot be ob-
tained at the election of the plaintiff,
since either of these conditions might
constitute constructive receipt. Addi-
tionally, the inherent flexibility of an-
nuities provides life-long security for
the plaintiff, lower costs to the insur-

Structured Settlement Update

ance company or defendant who pays
the damages, and tax benefits to plain-
tiff attorneys by allowing receipt of
fess over an extended period of time.
The following quotations represent
the total premium amount required to
guarantee $1,000 of monthly life in-
come, assuming a 0% or 3% per an-
num cost of living adjustment
(COLA). The COLA adjustment is
made at the beginning of each year
with monthly payments during the
year remaining at a constant level (i.e.,
in the first year at $1,000; in year 2 at
$1,030; in year 3 at $1,060.90; etc.)
Quotes assume (1) normal life ex-
pectancy (i.e. plaintiff’s injury is not
life impairing), (2) that the cost of any
third-party assignment is extra, and
(3) that the first payment date is one
month af there the date of issue. All

fees and commissions, but not state
premium taxes, if applicable, are in-
cluded. Note that all monthly pay-
ments within a single year are for the
same amount. The COLA increase
takes place only at the beginning of
each year. The “Male 15 0% COLA”
column reports the cost of $1,000 of
monthly income for life purchased for
a 15 year old male, assuming a 0%
cost of living adjustment. “Male 15
3% COLA” reports the cost of an es-
calating lifetime annuity for a male
age 15. The annuity states at $1,000 a
month and increases by 3% on each
policy  anniversary.  Remaining
columns show similar figures for male
age 50, and for females ages 15 and
50. “Add’l Cost Assignment” indi-
cates the availability and cost of a
third-party assignment.

Table 11. Structured Settlement Annuities

Reporting Male 15 Mezle 15 Male 50 Male 50 Fem 15 Fem 15 Fem. 50 Fem. 50 Add’l Cost
Companies 0%COLA  3%COLA | 0%COLA 3%COLA | 0%COLA 3%COLA | 0%COLA  3%COLA Assignment
Comm. Union $187,695 $310,126 $149,637 $203,596 $190,891 $323,403 $161,522 $228,515 $500
Empire Life $204,049  $347,561 | 3165218  $233274 | $206,723  $359,365 $176,418  $256,844 na
Fidelity & Guaranty | $190,532  $327,412 | $149,550  $205,848 | $196,187  $352,572 $165,623  $239,902 $500
Penn Mutual $181,298  $314,527 | $151,699  $215,611 | $183353  $325.612 | $161,005 $236,824 na
Presidential $181,761  $307,996 | $152,691  $214,148 | $184,518  $319,752 $160,171  $230,151 $100
WM Life $204,049  $347561 | $165218  $233,274 | $206,723  $359,365 $176,418  $256,844 na

Survey period: May 21, 1996 thru May 24, 1996
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Variable Annuities

Most of the features described
earlier in the Fixed Annuities section
also apply to Variable Annuities
(VAs), with just a few exceptions.
Like a fixed annuity, a VA is designed
to increase the value of your deposit
on a tax-deferred basis. However,
VAs offer many more investment
options (see column headed “Types of
Accounts”) not available in single-
account fixed annuities.

With a variable annuity you can
diversify your risk by investing in
several mutual-fund type separate
accounts or in the VA’s general
interest account (GIA), which affords
the same advantages as are currently
available in the fixed general account.
Transfers can usually be directed from

“mutual-fund” type accounts. The
“Yield Guar. Period” column lists the
period for which the initial GIA rate
remains unchanged.  “Surrender
Fees/Year” column reports the
withdrawal penalties in effect in the
sample years indicated. “Total Assets
$ Mil” gives in millions of dollars the
total amount of assets under manage-
ment (excluding funds in fixed general
accounts). “# of Accts ” indicates
the number of separate accounts that
represent different investment options
from which to choose.

In the PERFORMANCE TABLES
“Accum. Unit Value” reports the
dollar value per share of fixed-income
type account. This figure represents
the actual return to the investor and is

net of all management fees and
insurance expenses. “YTD” reports
the year-to-date rate of return for the
account listed. “1 Yr” reports the 1
year rate of return for the account
listed. “3 Yr” reports the cumulative
3-year rate of return for the account
listed. “5 Yr” reports the cumulative
S-year rate of return for the account
listed.

Note: Many companies offer more
than one variable annuity contract.
Often, different contracts will offer
many of the same optional accounts;
yet the investment returns may show
slight variations. This difference
reflects the fact that separate variable
annuity contracts may have different
fee structures.

this fixed account to the various

Table 10a. Variable Annuities - Contract Features (as of 3/31/1995)

Total Fixed Rate Surrender
Reporting Policy Assets # of Acct Guar Fees
Companies Name $ Mil Accts  Types of Accounts (see Legend) Rate Period | Yr1 Yr7
Canada Life Varifund $60.6 20 AAB,CAELFLGHYIMMSSI | 475% 1Year | 6% 0%
General American GT Global Allocator na 14 ELFLI(9),MM,S 4.15% 1Year | 6% (0%
General American Individual Variable na 8 ELFLG(2),LMM,SI 6.00% na 9% 0%
Jackson National Perspective $257.5 18 AG,B,CAELFLG,GSHY,LMM 4.55% 1Year | 6% 0%
Manulife Financial Lifestyle $548.3 8 AG,B,FL,G,I(2), MM RP 3.00% na 8% 0%
Nationwide Best of Amer. IV $8,135.7 31 AAAGBCAGGSFLGSLEISASI | 5.00% 1Year | 7% 1%
Nationwide America’s Vision $3,157.7 31 AAAGB,CAG,GSFLGSIELSASI | 5.10% 1Year | 7% 1%
Ohio National TOP $233.0 9  AG.B,CAFLG(2),1(2),MM 6.00% CalYr. |7.8% 7.8%
Phoenix Home Life ~ Big Edge Choice na 5 AG,B,G,MM,RP 450% 1Year | 1% 0%
Principal Mutual Variable Annuity $386.9 11 AAAG,B,CAFLG,GS,IMM 560% 1Year | 6% 2%
Provident Mutual VIP/2 $2652 23 AGB.ELFLG,GS,IMM,S,SI 575% CalYr. | 6% (0%
SAFECO Variable Acct. B $141.1 7 B,ELFI,G,LMM,S na na 9% 4%
SAFECO Spinnaker Plus $358 12 B.ELFLG,IMM,S 7.25% 1 Year 8% 2%
SAFECO Spinnaker Q $443 12 B,ELFLG,LMM,S 590% 6mos. | 8% 2%
SAFECO Spinnaker NQ Flex $116 12 B,ELFLG,IMM.,S 590% 6mos. | 8% 2%
SAFECO Mainsail $ 06 12 B,ELFLG,MM.S 5.55% na na na
Security Benefit Variflex $2,091.0 1T AAAGBELFLGHY LMM,LSA | 560% na 8% 2%
United Companies Spectra Direct $3.1 15  AAAGB,CAELFLG,GSMM,S | 500% 1 Year 85% 5%
WM Life Insur. Co. Composite $532 3 FI,G,S 570% 1 Year | 7% 1%
AA  Asset Allocation CA  Capital Apprec. G  Growth I International S Sectors
AG Aggressive Growth EI Equity/Income GS  Govt Securities MM Money Market SA  Social Awareness
B Balanced FI  Fixed Income HY High Yield RP Real Property SI  Stock Index

na=data not available
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Variable Annuities Update

Table 10b. Variable Annuities - Bond (Fixed Income), Performance & Fees

Accum. VA

Unit Assets Performance Returns thru 3/31/96
Insurance Company/Contract/Fund Name Value $Mil | YTD 1Yr 3Yr 5Yr
Canada Life/Varifund/Bond $1485 $18 | -06% 102% 4.5% 6.9%
General American/GT Global Allocator/U.S. Gov’t Income $1287 $49 24% 6.8% na na
General American/Individual Variable/Bond Index $1723 $40 | 25% 9.8% 4.6% 6.9%
Jackson National/Perspective/Global Bond $10.71 $64 3.3% na na na
Manulife Financial/Lifestyle/Capital Growth Bond $11.02 $415 | -24% 114% 58% 8.2%
Nationwide/Best of America IV/Fidelity High Income $2287 $256.6 | 48% 151% 104% 152%
Nationwide/America’s Vision/Fidelity High Income $12.27 $1322 | 48% 15.0% 103% 15.1%
Ohio National/TOP Annuity /Bond $2397 %63 2.1%  9.9% 4.5% 6.7%
Phoenix Home Life/Big Edge Choice/Fixed Income $105 $28 | -01% 17.7% 7.2% 9.7%
Principal Mutual/Variable Annuity/Bond $11.71  $239 na 106% 5.8% 8.3%
Provident Mutual/VIP 2/Market St. Bond $53439 $42 | -81% 106% 3.9% 6.1%
SAFECO/Variable Acct. B/Bond $17.51 $8.1 33%  9.0% 4.0% 6.5%
SAFECO/Spinnaker Plus/Bond $17.51 $05 -3.3% 9.0% 4.0% 6.5%
SAFECO/Spinnaker Q/Bond $1743 $13 | -34% 88% 3.8% 6.3%
SAFECO/Spinnaker NQ Flex/Bond $17.43 $02 -3.4% 8.8% 3.8% 6.3%
SAFECO/Mainsail/Bond $1743 $0.1 -3.4% 88% 3.8% 6.3%
Security Benefit/Varifliex/High Grade Income $21.28 $1320 | -38% 80% 3.0% 6.6%
United Companies/Spectra Direct/High Income Bond Fund II $1032 $03 1.5% na na na
Wm Life/Composite/Income $27.77 $156 | 3.1% 9.7% 4.1% 6.7%

na=data not available

Table 10c. Variable Annuities-Growth (Equity), Performance & Fees

Accum. VA
Unit  Assets | Performance Returns thru 3/31/96
Insurance Company/Contract/Fund Name Value  $ Mil YTD 1Yr 3Yr 5Yr
Canada Life/Varfund/VIP Growth $33.11  $5.1 5000 329% 16.5% 16.6%
General American/GT Global Allocator/America $20.40 $373 | 3.6% 16.9% na na
General American/Individual Variable/Managed Equity $2734 $172 58% 278% 123% 10.7%
Jackson National/Perspective/Alger Growth 1044 $86 5.5% na na na
Manulife Financial/Lifestyle/Emerging Growth $2475 $1841 | 7.1% 228% 18.7% 21.0%
Nationwide/Best of America IV/Fidelity Growth $37.08 $1071 | 9.0% 33.7% 183% 17.7%
Nationwide/America’s Vision/Fidelity Growth $14.67 $2857 | 9.0% 335% 182% 17.5%
Ohio National/TOP Annuity/Equity $39.79 $1003 | 57% 24.7% 13.0% 113%
Phoenix Home Life/Big Edge Choice/Growth $1.10 8133 1.9% 249% 148% 14.1%
Principal Mutual/Variable Annuity/Growth $1344 $443 na 20.9% na na
Provident Mutual/VIP 2/Fidelity VIP Growth $690.75 $31.3 | 213% 325% 16.0% 162%
SAFECO/Variable Account B/Growth $2205 $213 | 62% 428% 29.5% na
SAFECO/Spinnaker Plus/Growth $2205 $3.1 62% 428% 29.5% na
SAFECO/Spinnaker Q/Growth $2195 $11.1 | 62% 42.5% 293% na
SAFECO/Spinnaker NQ Flex/Growth $2195 $33 62% 42.5% 29.3% na
SAFECO/Mainsail/Growth $2195 $01 62% 425% 29.3% na
Security Benefit/Variflex/Growth $4040 $5800 | 7.0% 329% 147% 14.7%
United Companies/SpectraDirect/Alger American $1056 $0.3 4.9% na na na
WM Life/Composite/Growth & Income $3262 $290 | 51% 286% 133% 12.2%

na=data not available

54  July-Sept. 1996 ¢ ANNUITY & LIFE INSURANCE SHOPPER ¢ 800-872-6684



Variable Annuities Update

Table 10b. Variable Annuities - Bond (Fixed Income), Performance & Fees

Contract | Admin. Mortality+  Mgt.
Fee Fee  Expenses  Fee Other Total  Insurance Company/Contract/Fund Name

na A5%  125%  .50% 40%  2.30% Canada Life/Varifund/Bond

$30 A5%  125%  75%  25%  2.40% General American/GT Global Allocator/U.S. Gov’t Income
na na 1.00%  .30% na 1.30%  General American/Individual Variable/Bond Index

$35 A5%  1.25% na na na Jackson National/Perspective/Global Bond

$30 na 1.45%  50% na 1.95% Manulife Financial/Lifestyle/Capital Growth Bond

$30 05%  125%  61% 10%  2.01% Nationwide/Best of America IV/Fidelity High Income

$0 A%  1.25%  61% 10%  2.11% Nationwide/America’s Vision/F idelity High Income

$30 25% 85% 60%  .18%  1.88% Ohio National/TOP Annuity/Bond
$35 A3%  1.25%  .50% 15%  2.03% Phoenix Home Life/Big Edge Choice/Fixed Income
$30 na 1.25%  .50% .06% 1.81%  Principal Mutual/Variable Annuity/Bond

$30 15% 1.25% 35% 25%  2.00% Provident Mutual/VIP 2/Market St. Bond
$30 0.0% 125% . 72% 0.0% 1.97% SAFECO/Variable Account B/Bond

$0 0.0% 125% 72% 00% 1.97% SAFECO/Spinnaker Plus/Bond

$30 15% 1.25% 72% 0.0%  2.12% SAFECO/Spinnaker Q/Bond

$30 15% 1.25% . 72% 00%  2.12% SAFECO/Spinnaker NQ Flex/Bond

$30 A5%  125% 72%  0.0%  2.12% SAFECO/Mainsail/Bond

$£30 na 1.20%  .75%  10%  2.05% Security Benefit/Variflex/High Grade Income

$30 A5%  1.52%  0.0% 80%  2.47% United Companies/Spectra Direct/High Income Bond Fund II
$30 0.0% 120% .50% 24%  1.94% WM Life/Composite/Income

na=data not available

Table 10c. Variable Annuities-Growth (Equity), Performance & Fees

Contract | Admin. Mortality+ Mgt.
Fee Fee  Expenses Fee Other Total  Insurance Company/Contract/Fund Name

na 25% 125% 0.62% .07%  2.19% Canada Life/Varifund/Equity
$30 .15% 1.25% 75% 25% 2.40% General American/GT Global Allocator/America

na na 1.00%  .60% na 1.60% General American/Individual Variable/Managed Equity
$35 A5%  1.25% na na na Jackson National/Perspective/Alger Growth

$30 na 145%  .50% na 1.95% Manulife F inancial/Lifestyle/Emerging Growth

$30 .05% 1.25% 62% .07% 1.99% Nationwide/Best of America I'V/Fidelity Growth

$0 A5% 1.25%  .62% 07% 2.09% Nationwide/America’s Vision/Fidelity Growth

$30 25% 85% .58% 17% 1.85%  Ohio National/TOP Annuity/Equity
$35 A3%  1.25%  .65% 15%  2.18% Phoenix Home Life/Big Edge Choice/Growth
$30 na 1.25%  .50% .08% 1.83%  Principal Mutual/Variable Annuity/Growth

$30 15% 1.25%  61% 07% 2.08% Provident Mutual/VIP 2/Fidelity VIP Growth
$30 0.0% 1.25% 72% 0.07%  2.04% SAFECO/Variable Account B/Growth

$0 0.0% 125% 72% 0.07% 2.04% SAFECO/Spinnaker Plus/Growth

$30 15% 1.25%  72% 007% 2.19% SAFECO/Spinnaker Q/Growth

$30 15% 1.25%  72% 0.07% 2.19% SAFECO/Spinnaker NQ Flex/Growth

$30 15%  125%  72%  0.07% 2.19% SAFECO/Mainsail/Growth

$30 0.0% 120% .75% 08%  2.03% Security Benefit/Variflex/Growth

$30 A5%  1.52% 75% 10%  2.52% United Companies/SpectraDirect/Alger American
$30 00% 120% .50% .18% 1.88% WM Life/Composite/Growth & Income

na=data not available
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Table 10d. Variable Annuities - Total Return (Equity Income), Performance & Fees

Accum. VA

Unit Assets Performance Returns thru 3/31/96
Insurance Company/Contract/Fund Name Value  $Mil YTD 1Yr 3Yr SYr
Canada Life/Varifund/Managed $16.53 $124 0.1% 14.0% 7.0% 8.9%
General American/GT Global Allocator/Growth & Income $1540 $30.8 1.2% 14.1% na na
General American/Individual Variable/VIP Equity-Income $14.70 %125 41% 280% 169% 17.8%
Jackson National/Perspective/Mid Cap Growth $11.17  $10.5 8.4% na na na
Nationwide/Best of America [V/Equity-Income $26.16 $1.1335| 52% 25.7% 172% 17.7%
Nationwide/America’s Vision/Equity-Income $15.08 $400.6 | 52% 256% 17.1% 17.5%
Ohio National/TOP Annuity/OMNI $30.54 $653 4.1% 194% 9.8% 10.1%
Phoenix Home Life/Big Edge Choice/Total Return $106 $59 1.7%  13.0% 6.5% 9.4%
Principal Mutual/Variable Annuity/Asset Allocation $12.19 $14.1 na 175% 11.4% na
Provident Mutual/VIP 2/Fidelity Equity-Income $739.18 $36.2 | 16.5% 27.1% 162% 17.1%
SAFECO/Variable Account B/Balanced $1292 $37 26% 203% 87% 10.1%
SAFECO/Spinnaker Plus/Balanced $1292 $09 26% 203% 87% na
SAFECO/Spinnaker Q/Balanced $1279 $28 25% 201% 83% 9.8%
SAFECO/Spinnaker NQ Flex/Balanced $1279 $06 25% 20.1% 83% 9.8%
SAFECO/Mainsail/TCI Balanced $7.17 $0.1 88% 232% 8.4% na
Security Benefit/Variflex/Equity-Income $12.15 $280 4.6% na na na
United Companies/SpectraDirect/Total Return $1061 $02 3.3% na na na

na=data not available

Table 10e. Variable Annuities - International,

Performance & Fees

Accum. VA

Unit Assets | Performance Returns thru 3/31/95
Insurance Company/Contract/Fund Name Value $ Mil YID 1Yr 3Yr 5Yr
Canada Life/Varifund/Fidelity Overseas $17.11  $1.7 34% 13.1% 109% 7.3%
General American/GT Global Allocator/Latin America $1493  $209 | 62% 18.5% na na
General American/Individual Variable/VIP Overseas $11.18 $42 35%  13.7% 112% 7.6%
Jackson National/Perspective/International Equity $1095 $242 4.8% na na na
Manulife Financial/Lifestyle/International $11.01  $229 | 32% 14.4% na na
Nationwide/Best of America IV/Fidelity Overseas $1574 %4404 | 6.1% 133% 9.5% 7.3%
Nationwide/America’s Vision/TCI International $11.04 $255 6.3% 16.6% na na
Ohio National/TOP Annuity/International $1563 $466 | 6.3% 16.6% na na
Phoenix Home Life/Big Edge Choice/International $107 $05 6.1% 189% 13.5% 7.2%
Principal Mutual/Variable Annuity/World $11.58 $298 na 22.8% na na
Provident Mutual/VIP 2/Mkt. St. International $612.85 $13.9 | 11.9% 11.9% 11.4% na
SAFECO/Variable Account B/International $1204 $85 43% 17.6% 11.8% 8.3%
SAFECO/Spinnaker Plus/International $1204 $15 43% 176% 11.8% 83%
SAFECO/Spinnaker Q/International $11.45 $34 43% 174% 11.7% 8.1%
SAFECO/Spinnaker NQ Flex/International $12.00 $08 43% 174% 11.7% 8.1%
SAFECO/Mainsail/TCI International $5.45 $0.1 9.6% 18.7% na na
Security Benefit/Variflex/Worldwide Equity $13.30 $200.0 | 6.3% 18.0% 11.7% na
United Companies/SpectraDirect/International $10.53  $0.1 3.4% na na na

na=data not available
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Table 10d. Variable Annuities - Total Return (Equity Income), Performance & Fees

Contract | Admin. Mortality+ Mgt

Fee Fee  Expenses Fee Other Total Insurance Company/Contract/Fund Name

na 15% 1.25%  .50% 40%  2.30% Canada Life/Varifund/Managed

$30 A5%  125% 1.00% 25%  2.65% General American/GT Global Allocator/Growth & Income
na na 1.00%  .62% na 1.62% General American/Individual Variable/VIP Equity-Income
$35 A5%  1.25% na na na Jackson National/Perspective/Mid Cap Growth

$30 05% 125%  .52% 06%  1.88% Nationwide/Best of America IV/Equity-Income

$0 15% 1.25%  .52% 06%  1.98% Nationwide/America’s Vision/Equity-Income

$30 25% .85% .60% 18%  1.88% Ohio National/TOP Annuity/OMNI

$35 A3%  1.25% .60% 15%  2.13% Phoenix Home Life/Big Edge Choice/Total Return

$30 na 1.25%  .80% 09%  2.14% Principal Mutual/Variable Annuity/Asset Allocation

$30 15% 1.25%  .52% 09%  2.01% Provident Mutual/VIP 2/Fidelity Equity-Income

$30 00% 125%  .48% 18%  1.91% SAFECO/Variable Account B/Balanced
$30 0.0% 125%  .48% 18%  1.91% SAFECO/Spinnaker Plus/Balanced

$30 A5% 1.25%  .48% 18%  2.06% SAFECO/Spinnaker Q/Balanced

$30 5% 1.25%  48%  18%  2.06% SAFECO/Spinnaker NQ Flex/Balanced

$£30 A5% 1.25% 1.00% 0% 2.40% SAFECO/Mainsail/TCI Balanced
$30 00% 120% 100% .40% 2.60% Security Benefit/Variflex/Equity-Income
$30 A5% 1.52%  .75% 25%  2.67% United Companies/SpectraDirect/Total Return

na=data not available

Table 10e. Variable Annuities - International, Performance & Fees

Contract | Admin. Mortality+ Mgt.
Fee Fee  Expenses  Fee Other  Total Insurance Company/Contract/Fund Name
na A5%  125% 77%  15%  2.32% Canada Life/Varifund/F idelity Overseas
$30 A5%  125% 1.00% .25%  2.65% General American/GT Global Allocator/Latin America
na na 1.00% 1.03% na 2.03% General American/Individual Variable/VIP Overseas
$35 15% 1.25% na na na Jackson National/Perspective/International Equity
$30 na 145% 1.35% na 2.80% Manulife Financial/Lifestyle/International
$30 05%  1.25% . 77% 15%  2.22% Nationwide/Best of America IV/Fidelity Overseas
$0 A5%  1.25%  1.50% 0% 2.90% Nationwide/America’s Vision/TCI International
$30 25% .85% .90% 15%  2.15% Ohio National/TOP Annuity/International
$35 A3% 1.25%  .75% 35%  2.48% Phoenix Home Life/Big Edge Choice/International
$30 00% 125% 75%  .20% 2.20% Principal Mutual/Variable Annuity/World

$30 A5%  1.25%  75%  40%  2.55% Provident Mutual/VIP 2/Mkt. St. International
$30 0.0% 1.25%  .88% 21%  2.34% SAFECO/Variable Account B/International
$0 00% 125% 88% .22% 235% SAFECO/Spinnaker Plus/International

$30 A5%  1.25%  88%  .18%  2.46% SAFECO/Spinnaker Q/International

$30 A5%  1.25%  88%  .18%  2.46% SAFECO/Spinnaker NQ Flex/International

$30 A5% 1.25%  1.50% 0% 2.90% SAFECO/Mainsail/TCI International
$30 0.0% 120% 1.00% .31% 2.51% Security Benefit/Variflex/Worldwide Equity
$30 15% 1.52%  .88% 21%  2.76% United Companies/SpectraDirect/International

na=data not available
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Variable Annuities Update

Table 10f. Variable Annuities - Miscellaneous Accounts, Performance & Fees

Accum. VA
Unit  Assets | Performance Returns thru 3/31/96
Insurance Company/Contract/Fund Name Value $ Mil YTD 1Yr 3Yr 5Yr
Canada Life/Varifund/Frontier $1513  $1.2 | 349% na na na
Canada Life/Varifund/Communications & Information $1333  $33 |-162% 21.7% na na
Canada Life/Varifund/Capital $1472 $38 57% 283% na na
Canada Life/Varifund/Fidelity High Income $2824 $25 34% 16.6% 102% 15.8%
Canada Life/Varifund/Asset Manager $1842 $28 26% 161% 77%  9.8%
Canada Life/Varifund/International Equity $11.15  $03 6.4% na na na
Canada Life/Varifund/Equity $1739 $57 05% 148% 77%  9.7%
General American/GT Global Allocator/Europe $17.94 $175 | 11.8% 29.4% na na
General American/GT Global Allocator/New Pacific $1486 $256 | 103% 17.4% na na
General American/GT Global Allocator/Emerging Markets $12.72  $128 | 23.9% 283% na na
General American/GT Global Allocator/International $11.24 $42 51%  10.0% na na
General American/GT Global Allocator/Strategic $1471  $23.7 1.0% 19.4% na na
General American/GT Global Allocator/Global Gov’t Income $12.98 $109 | -26% 4.8% na na
General American/GT Global Allocator/Telecommunications $1795 $542 6.9% 34.5% na na
General American/Individual Variable/VIP Growth Portfolio $13.95 81455 51% 334% 168% 16.9%
General American/Individual Variable/Asset Allocation $21.89 $11.2 | 38% 228% 9.9% 9.6%
General American/Individual Variable/S&P500 $28.66 $29.3 51% 304% 142% 13.2%
Manulife Financial/Lifestyle/Real Estate Securities $15.28 $54.0 12% 183% 59% 14.5%
Manulife Financial/Lifestyle/Common Stock $18.02 $69.6 43% 271% 11.7% 12.4%
Nationwide/Best of America IV/Neuberger & Berman Growth $3026 $327.1 | 9.6% 287% 13.9% 11.2%
Nationwide/Best of America IV/TCI Portfolios Growth $26.10 $4269 | 41% 243% 13.8% 10.3%
Nationwide/America’s Vision/Stock Index Fund $1440 3874 | 63% 277% 150% 12.8%
Nationwide/America’s Vision/Total Return Fund $13.59 $76.0 | 6.1% 225% 13.1% 13.0%
Ohio National/Top/Capital Appreciation $1182 $47 39% 18.1% na na
Ohio National/Top/Small Cap $1266 $36 | 38% 26.5% na na
Ohio National/Top/Global Contrarian $10.71 $o04 57%  14.0% na na
Ohio National/Top/Aggressive Growth $1020 $05 | -29% 22.2% na na
Phoenix Mutual/Big Edge Choice/Balanced $1.05 $1.7 06% 172% 6.6% na
Phoenix Mutual/Big Edge Choice/US Small Capitalization $1.09  $33 | 143% 31.4%* na na
Phoenix Mutual/Big Edge Choice/Int’l Small Capitalization $125  $24 | 149% 53.2%* na na
Phoenix Mutual/Big Edge Choice/Real Estate $1.07 $04 1.5% 18.5%* na na
Phoenix Mutual/Big Edge Choice/Strategic Theme $1.01 $0.1 24%  2.4%* na na
Principal Mutual/Variable Annuity/Aggressive Growth $15.58 $27.1 na 39.9% 27.4% na
Principal Mutual/Variable Annuity/Capital Accumulation $13.99 $42.8 na 273% 120% 12.7%
Principal Mutual/Variable Annuity/Gov’t Securities $11.47  $340 na 92% 40% 7.0%
Principal Mutual/Variable Annuity/Balanced $12.41  $239 na 17.8% 84% 11.7%
Principal Mutual/Variable Annuity/Emerging Growth $13.60 $51.6 na 269% 16.1% 16.7%
SAFECO/Variable Account B/Equity $33.72  $93.7 | 43% 268% 192% 163%
SAFECO/Variable Account B/Northwest $1161 $18 78% 109% 6.2% na

na=data not available
*Since inception 5/1/95
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Variable Annuities Update

Table 10f. Variable Annuities - Miscellaneous Accounts, Performance & Fees

Contract | Admin. Mortalityt+ Mgt

Fee Fee  Expenses  Fee Other Total Insurance Company/Contract/Fund Name

na 15% 1.25%  .75% 20%  2.35% Canada Life/Varifund/Frontier

na A5%  1.25%  .75% 20%  2.35% Canada Life/Varifund/Communications & Information
na 15% 1.25%  .50% 40%  2.30% Canada Life/Varifund/Capital

na 15% 1.25% .61% .10%  2.11% Canada Life/Varifund/High Income

na 15% 1.25% 72% 07%  2.19% Canada Life/Varifund/Asset Manager

na 15% 1.25%  .80% 40%  2.60% Canada Life/Varifund/International Equity

na A5%  1.25%  .50% 40%  2.30% Canada Life/Varifund/Equity

$30 A5%  125% 1.00%  25%  2.65% General American/GT Global Allocator/Europe
$30 5% 125% 1.00%  .25%  2.65% General American/GT Global Allocator/New Pacific
$30 15% 1.25% 1.00%  .25%  2.65% General American/GT Global Allocator/Emerging Markets

$30 15% 1.25% 1.00% 25% 2.65% General American/GT Global Allocator/International
$30 A5%  125%  75% 25%  2.40% General American/GT Global Allocator/Strategic

$30 15% 1.25% 75% 25% 2.40% General American/GT Global Allocator/Global Gov’t Income
$30 15% 1.25% 1.00% 25%  2.65% General American/GT Global Allocator/Telecommunications
na na 1.00% 1% na 1.71%  General American/Individual Variable/VIP Growth Portfolio
na na 1.00% .60% na 1.60% General American/Individual Variable/Asset Allocation

na na 1.00% .30% na 1.30% General American/Individual Variable/S&P500

$30 na 1.45% .50% na 1.95% Manulife Financial/Lifestyle/Real Estate Securities

$30 na 1.45% .50% na 1.95% Manulife Financial/Lifestyle/Common Stock

$30 05% 125%  79% 12%  2.21% Nationwide/Best of America IV/Neuberger & Berman Growth

$30 .05% 125% 1.00% 00%  2.30% Nationwide/Best of America IV/TCI Portfolios Growth
$0 A5% 125%  .14% 26%  1.80% Nationwide/America’s Vision/Stock Index Fund

$0 A5% 1.25%  .50% .02% 1.92% Nationwide/America’s Vision/Total Return Fund

$30 25% .85% .80% 13%  2.03% Ohio National/Top/Capital Appreciation

$30 25% .85% .80% 12%  2.02% Ohio National/Top/Small Cap

$30 25% 85% .90% 40%  2.40% Ohio National/Top/Global Contrarian

$30 25% .85% .80% 25%  2.15% Ohio National/Top/Aggressive Growth

$35 A3%  125%  .55% 15%  2.08% Phoenix Mutual/Big Edge Choice/Balanced

$35 13% 1.25%  .98% 17%  2.53% Phoenix Mutual/Big Edge Choice/US Small Capitalization

$35 3% 125% 127%  27%  2.92% Phoenix Mutual/Big Edge Choice/Int’l Small Capitalization
$35 13% 1.25% . 75% 25%  2.38% Phoenix Mutual/Big Edge Choice/Real Estate

$35 13% 125%  .75% 25%  2.38% Phoenix Mutual/Big Edge Choice/Strategic Theme

$30 0.0% 1.25% .80% .10%  2.15% Principal Mutual/Variable Annuity/Aggressive Growth

$30 0.0% 1.25%  49% 02%  1.76% Principal Mutual/Variable Annuity/Capital Accumulation

$30 00% 1.25%  .50% 05%  1.80% Principal Mutual/Variable Annuity/Gov’t Securities
$30 00% 1.25%  .60% 06%  191% Principal Mutual/Variable Annuity/Balanced

$30 0.0% 125% .65% 05%  1.95% Principal Mutual/Variable Annuity/Emerging Growth
$30 00% 1.25% .72% 03%  2.00% SAFECO/Variable Account B/Equity

$30 0.0% 1.25%  .71% 0.0% 1.96% SAFECO/Variable Account B/Northwest

na=data not available
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Table 10f. Variable Annuities - Miscellaneous Accounts, Performance & Fees

Accum. VA
Unit Assets | Performance Returns thru 3/31/96
Insurance Company/Contract/Fund Name Value  $ Mil YTD l1Yr 3Yr 5Yr
SAFECO/Spinnaker Plus/Equity $33.72 $66 43% 268% 192% 16.3%
SAFECO/Spinnaker Plus/Northwest $1161 $04 78% 109% 6.2% na
SAFECO/Spinnaker Plus/Utility Fund II $1087 $0.1 1.1% 15.6% na na
SAFECO/Spinnaker Plus/High Income Bond Fund II $977 $00 24%  83% na na
SAFECO/Spinnaker Plus/International Equity Fund II $1062 $0.0 3.5% na na na
SAFECO/Spinnaker Plus/Emerging Markets $1032  $0.1 | 12.7% 15.3% na na
SAFECO/Spinnaker Plus/Natural Resources $12.15 $0.1 14.1% 249 6.2 na
SAFECO/Spinnaker Q/Equity $33.59 8154 | 43% 266% 19.0% 15.2%
SAFECO/Spinnaker Q/Northwest $11.56 $08 77% 10.7%  6.0% na
SAFECO/Spinnaker Q/Utility Fund II $108 $0.1 1.1% 15.5% na na
SAFECO/Spinnaker Q/High Income Bond Fund II $£976 $0.0 2.3% 8.2% na na
SAFECO/Spinnaker Q/International Equity Fund II $1061 $0.1 3.4% na na na
SAFECO/Spinnaker Q/Emerging Markets $1031  $0.1 | 126% 15.2% na na
SAFECO/Spinnaker Q/Natural Resources $12.14 $0.1 | 140% 248 6.2 na
SAFECO/Spinnaker NQ Flex/Equity $3359 $4.1 43% 266% 19.0% 15.2%
SAFECO/Spinnaker NQ Flex/Northwest $11.56 $0.2 77% 10.7%  6.0% na
SAFECO/Spinnaker NQ Flex/Utility Fund II $1086 $0.1 1.1% 155% na na
SAFECO/Spinnaker NQ Flex/High Income Bond Fund II $976 $0.1 23% 82% na na
SAFECO/Spinnaker NQ Flex/International Equity Fund II 1061 $0.1 3.4% na na na
SAFECO/Spinnaker NQ Flex/Emerging Markets $1031  $0.1 | 126% 152% na na
SAFECO/Spinnaker NQ Flex/Natural Resources $12.14  $00 | 140% 248 6.2 na
SAFECO/Mainsail/Equity $3359 $02 43% 26.6% 19.0% 152%
SAFECO/Mainsail/Northwest $11.56 $0.1 177% 10.7% 6.0% na
SAFECO/Mainsail/Utility Fund II $108 $0.1 1.1% 15.5% na na
SAFECO/Mainsail/High Income Bond Fund II $976 $0.1 23% 82% na na
SAFECO/Mainsail/Emerging Markets $1031 $0.1 | 126% 15.2% na na
SAFECO/Mainsail/Natural Resources $12.14  $0.1 | 140% 248% 6.2% na
SAFECO/Mainsail/U.S. Small Cap Advisor $1324  $0.1 | 152% na na na
Security Benefit/Variflex/Emerging Growth $16.57 $106.0 | 72% 25.1% 8.5% na
Security Benefit/Variflex/Social Awareness $17.00 $42.0 | 6.5% 273% 12.6% na
Security Benefit/Variflex/Specialized Asset Allocation $11.03 $23.0 | 3.7% na na na
Security Benefit/Variflex/Growth-Income $42.27 $852.0 | 6.0% 283% 10.8% 12.3%
Security Benefit/Variflex/Global Aggressive Bond $1072  $80 0.3% na na na
Security Benefit/Variflex/Managed Asset Allocation $10.86 $14.0 | 1.9% na na na
United Companies/SpectraDirect/Emerging Growth $1090 $02 7.1% na na na
United Companies/SpectraDirect/Utility Fund II $1032 $0.0 | -0.7% na na na
United Companies/SpectraDirect/U.S. Gov’t Securities II $10.03  $0.0 | -1.0% na na na
United Companies/SpectraDirect/Stock Index $10.78 $03 5.3% na na na
United Companies/SpectraDirect/Gold & Natural Resources $11.63  $00 | 12.1% na na na
United Companies/SpectraDirect/Growth & Income $11.58 $03 | 10.2% na na na
WM Life/Composite/Northwest Fund $19.70 $86 39% 22.0% 8.8% na

na=data not available
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Table 10f. Variable Annuities - Miscellaneous Accounts, Performance & Fees

Contract | Admin. Mortality+ Mgt.
Fee Fee  Expenses Fee Other Total Insurance Company/Contract/Fund Name
$0 00% 125% .72% .03%  2.00% SAFECO/Spinnaker Plus/Equity
$30 0.0% 125% .71% 0.0% 1.96% SAFECO/Spinnaker Plus/Northwest

- $0 A5% 125%  0.0% 85%  2.25% SAFECO/Spinnaker Plus/Utility Fund II
$0 0.0% 125% 0.0% 80%  2.05% SAFECO/Spinnaker Plus/High Income Bond Fund II
$0 0.0% 1.25% 0.0% 125% 2.50% SAFECO/Spinnaker Plus/International Equity Fund 1II
$0 00% 125% 8% 47%  2.57% SAFECO/Spinnaker Plus/Emerging Markets
$0 00% 125% 1.00% .47%  2.72% SAFECO/Spinnaker Plus/Natural Resources
$30 A5% 125%  .72% 03%  2.15% SAFECO/Spinnaker Q/Equity
$30 A5% 125%  71% 0.0%  2.11% SAFECO/Spinnaker Q/Northwest
$30 A5% 125% 0.0% 85%  2.25% SAFECO/Spinnaker Q/Utility Fund II
$30 A5%  1.25%  0.0% 80%  2.20% SAFECO/Spinnaker Q/High Income Bond Fund II
$30 A5%  1.25%  0.0% 1.25% 2.65% SAFECO/Spinnaker Q/International Equity Fund II
$30 15% 1.25%  .85% 47%  2.72% SAFECO/Spinnaker Q/Emerging Markets
$30 15% 1.25% 1.00%  .47%  2.87% SAFECO/Spinnaker Q/Natural Resources
$30 A% 125% .72% 03%  2.15% SAFECO/Spinnaker NQ Flex/Equity
$30 A5% 1.25% 71% 0.0%  2.11% SAFECO/Spinnaker NQ Flex/Northwest
$30 A5% 1.25% 0.0% 85%  2.25% SAFECO/Spinnaker NQ Flex/Utility Fund II
$30 A5% 1.25%  0.0% 80%  2.20% SAFECO/Spinnaker NQ Flex/High Income Bond Fund I
$30 15% 1.25%  0.0% 1.25%  2.65% SAFECO/Spinnaker NQ Flex/International Equity Fund II
$30 A5% 1.25%  .85% 47%  2.72% SAFECO/Spinnaker NQ Flex/Emerging Markets
$30 A5%  125% 1.00%  47%  2.87% SAFECO/Spinnaker NQ Flex/Natural Resources
$30 5% 125% 0.72%  .03%  2.15% SAFECO/Mainsail/Equity
$30 A% 125% 71% 0.0%  2.11% SAFECO/Mainsail/Northwest
$£30 A5% 1.25%  0.0% 85%  2.25% SAFECO/Mainsail/Utility Fund II
$30 A5%  1.25% 0.0% 80%  2.20% SAFECO/Mainsail/High Income Bond Fund II
$30 A5%  1.25%  85% 47%  2.72% SAFECO/Mainsail/Emerging Markets
$30 A5%  125% 1.00%  47%  2.87% SAFECO/Mainsail/Natural Resources
$30 A5%  125%  100%  35%  2.75% SAFECO/Mainsail/U.S. Small Cap Advisor
$30 0.0% 120% .75% 09%  2.04% Security Benefit/Variflex/Emerging Growth
$30 00% 120% .75% A1%  2.06% Security Benefit/Variflex/Social Awareness
$30 00% 1.20% 1.00% .94%  3.14% Security Benefit/Variflex/Specialized Asset Allocation
$30 00% 120% .75% .08%  2.03% Security Benefit/Variflex/Growth-Income
$30 0.0% 120% .75% 88%  2.83% Security Benefit/Variflex/Global Aggressive Bond
$30 00% 120% 1.00% .90% 3.10% Security Benefit/Variflex/Managed Asset Allocation
$30 A5% 1.52%  .75% 25%  2.67% United Companies/SpectraDirect/Emerging Growth
$30 A5% 1.52%  0.0% 85%  2.52% United Companies/SpectraDirect/Utility Fund II
$30 A5% 1.52%  0.0% 80%  2.47% United Companies/SpectraDirect/U.S. Gov’t Securities II
$30 A5% 1.52%  27% 2%  2.06% United Companies/SpectraDirect/Stock Index
$30 A5%  1.52% 1.00%  .21%  2.88% United Companies/SpectraDirect/Gold & Natural Resources
$30 A5%  1.52% 72% 20%  2.59% United Companies/SpectraDirect/Growth & Income
$30 00% 120% .50% 34%  2.04% WM Life/Composite/Northwest Fund

na=data not available
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Yearly renewable term life insurance is
essentially a bet on your life. If you die
while the If you die while the policy is still
in force, the insurance company will pay
your beneficiary the face value. If you
survive, the insurance company has no
obligation to pay anything to anyone.
Renewal of the policy from one year to the
next is also guaranteed by the issuing
insurance company, without any need for
the policyholder to prove continued

insurability. Moreover, the insurance
company cannot increase premiums
because the policyholder has developed an
adverse physical condition. Premiums do
increase each year; however, they do so
only in relation to the higher risk carried
by the insurance company as the
policyholder’s life expectancy decreases.
The premiums illustrated below are for
a male or female, both nonsmokers, who
purchase a yearly renewable term policy

with a face amount of $250,000—at
various ages;, 35, 40, 45, 50, 55, and
60-—and who continue to renew the policy
every year for a total of 5 years. Premiums
are paid annually and include all costs and
commissions. The “Age 35,” “Age 40,”
and “Age 45” columns show the initial
premium for entry at that age. The
columns  headed “Ages  35-39”
“inclusive,” etc., show the aggregate cost
for the five years indicated.

Table 13a. Yearly Renewable Term Life Ins. - Male Non-Smoker Rates $250,000 Face

Age 35-39 Age 40-44 Age 45-49
Company Policy Name 35 inclusive 40 inclusive 45 inclusive
American Heritage Life  Patriot 1 $ 258 $1.445 $ 283 $1,848 $ 363 $2,530
Columbia Universal ~ T-90 ART $ 273 $ 1,435 $ 328 $ 1,897 $ 463 $ 2,639
Commercial Union Annual R&C Term $ 305 $ 1,690 $ 403 $2.335 $ 578 $3,433
Fidelity & Guaranty 1 Yr R&C Term $ 208 $1471 $ 233 $ 1,953 $ 278 $ 2,663
Franklin Life Challenger 90 $ 265 $ 1,810 $ 325 $2.495 $ 425 $ 3493
Golden Rule Valu Term 1 228 1,360 255 1,808 265 2,410
Jackson National Choice YRT 100 188 1,263 210 1,653 250 2,055
Jackson National Prime YRT 100 195 1,313 218 1,723 26 2,148
Midwestern Nat’l Anyone ‘C’ 262 1,722 282 2,120 347 2,936
Midwestern Nat’l Valuterm 253 1,538 280 1,950 323 2,713
National Guardian TermGuard I11 238 1,453 250 1,885 288 2,455
Ohio National YRT 99 338 1,832 438 2,425 566 3,140
Phoenix Home Life Term Life Success 205 1,333 218 1,738 280 2,370
Principal Mutual ART 288 1,562 355 2,096 440 2.853
Savings Bank LI YRT 218 1,135 243 1,388 345 2,038
Security Benefit YRT-100 % 283 1,405 428 2,228 658 3,403
Secur.Mutual/NY Prime Select ART 190 1.480 233 1,935 245 2,530
Southwestern LIC | ART 100 f 350 1,843 403 2,235 545 3,298
USG Annuity & Life  Vision Term 208 1,540 225 1,905 250 2,645

Survey period: May 21, 1996 thru May 24, 1996

Table 13b. Yearly Renewable Term Life Ins. - Male Non-Smoker Rates $250,000 Face

Age 50-54 Age 55-59 Age 60-64
Company Policy Name 50 inclusive 55 inclusive 60 inclusive
American Heritage Life ~ Patriot | $ 508 $ 3,745 $ 710 $5,253 $1,105 $ 8,248
Columbia Universal T-90 ART $ 630 $3,577 $ 868 $5,122 $ 1,313 $7,952
Commercial Union Annual R&C Term  $ 865 $4753 $1,130 $6,430 $ 1,540 $ 9,508
Fidelity & Guaranty 1 Yr R&C Term $ 380 $3,412 $ 565 $5,522 $1,120 $9.401
Franklin Life Challenger 90 $ 585 $ 4,873 $ 925 $ 7,828 $1,518 $13,465
Golden Rule Value Term 1 $ 385 $ 3,650 $ 660 $5,743 $ 1,045 $ 8,795
Jackson National Choice YRT 100 $ 370 $ 3,005 $ 520 $ 4375 $ 750 $ 7,067
Jackson National Prime YRT 100 $ 385 $ 3,140 $ 543 $ 4,580 $ 785 $7.410
Midwestern Nat’l Anyone ‘C’ $ 444 $3,741 $ 636 $ 5,551 $ 854 $ 8,746
Midwestern Nat’l Valu Term $ 460 $ 3,950 $ 638 $ 5,803 $1,023 $9.103
National Guardian TermGuard III $ 390 $ 3,473 $ 543 $ 4,868 $ 833 $ 7,593
Ohio National YRT 99 $ 740 $ 4,345 $1,146 $6,493 $ 1,556 $ 9,393
Phoenix Home Life Term Life Success $ 398 $3,245 $ 560 $4,670 $ 905 $ 8,468
Principal Mutual ART $ 555 $4,103 $ 763 $ 6,009 $1,370 $10,226
Savings Bank LICCMA  YRT $ 525 $ 3,168 $ 868 $ 5255 $1,410 $ 8,485
Security Benefit LIC  YRT-100 $ 993 $5,185 $ 1,445 $ 7520 $ 2,248 $11,875
Secur. Mutual/NY Prime Select ART $ 318 $3.420 $ 473 $ 4,980 $ 670 $ 7,345
Southwestern LIC ART 100 $ 863 $ 5,095 $1,273 $ 7,423 $ 1,875 $11,395
USG Annuity & Life  Vision Term $ 380 $ 3,648 $8$ 533 $5,378 $ 850 $7,738

Survey period: May 21, 1996 thru May 24, 1996
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Table 13c. Yearly Renewable Term Life Ins. - Female Non-Smoker Rates $250,000 Face

Age 35-39 Age 40-44 Age 45-49
Company Policy Name 35 inclusive 40 inclusive 45 inclusive
American Heritage Life  Patriot I $ 250 $ 1,385 $ 263 $1,528 $ 293 $ 1,958
Columbia Universal T-90 ART $ 263 $ 1,339 $ 278 $ 1,490 $ 353 $2,032
Commercial Union Annual R&C Term $ 270 $ 1,480 $ 348 $ 2,008 $ 488 $2,833
Fidelity & Guaranty 1 Yr R&C Term $ 208 $1,398 $ 215 $ 1,634 $ 250 $2,241
Franklin Life Challenger 90 $ 258 $ 1,633 $ 263 $ 1,983 $ 303 $2.493
Golden Rule Valu Term 1 $ 188 $1,118 $ 230 $1,475 $ 248 $1,783
Jackson National Choice YRT 100 $ 168 $ 1,108 $ 193 $ 1,425 $ 230 $ 1,748
Jackson National Prime YRT 100 $ 173 $ 1,150 $ 200 $ 1,487 $ 240 $1,822
Midwestern Nat’1 Anyone ‘C’ $ 241 $ 1,561 $ 274 $2,003 $ 326 $2,531
Midwestern Nat'l Valu Term $ 198 $ 1,263 $ 253 $ 1,678 $ 280 $ 2,090
National Guardian ValuGuard I11 $ 200 $ 1,260 $ 225 $ 1,558 $ 260 $ 2020
Ohio National YRT 99 $ 321 $ 1,638 $ 348 $1,933 $ 461 $2,553
Phoenix Home Life Term Life Success  § 175 $ 1,188 $ 215 $ 1,630 $ 248 $1,933
Principal Mutual LIC ART $ 283 $ 1,496 $ 293 $ 1,644 $ 370 $2224
Savings Bank LIC/MA  YRT $ 218 $1,135 $ 243 $1,388 $ 345 $2,038
Security Benefit LIC YRT-100 $ 225 $1,115 $ 338 $ 1,765 $ 520 $2,693
Secur. Mutual/NY Prime Select ART $ 148 $1,143 $ 183 $ 1,485 $ 188 $1,923
Southwestern LIC ART 100 $ 323 $1,713 $ 378 $2,110 $ 510 $2,978
USG Annuity & Life Vision Term $ 218 $ 1,433 $ 225 $ 1,830 $ 235 $2,393

Survey period: May 21, 1996 thru May 24, 1996

Table 13d. Yearly Renewable Term Life Ins. - Female Non-Smoker Rates $250,000 Face

Age 50-54 Age 55-59 Age 60-64
Company Policy Name 50 inclusive 55 inclusive 60 inclusive
American Heritage Life ~ Patriot I $ 390 $2,768 $ 543 $4,023 $ 765 $ 5,733
Columbia Universal T-90 ART $ 495 $ 2,806 $ 668 $ 3,815 $ 935 $ 5,567
Commercial Union Annual R&C Term  § 700 $ 3,888 $ 883 $4,713 $1,035 $6,228
Fidelity & Guaranty 1 Yr R&C Term $ 315 $2,953 $ 423 $ 3,999 $ 758 $ 6,894
Franklin Life Challenger 90 $ 390 $3,160 $ 525 $4358 $ 803 $6,730
Golden Rule Valu Term 1 $ 318 $2.630 $ 418 $ 3,865 $ 573 $5,070
Jackson National Choice YRT 100 $ 280 $2.210 $ 365 $ 3,020 $ 495 $4,430
Jackson National Prime YRT 100 $ 292 $2,307 $ 380 $3,157 $ 517 $ 4,640
Midwestern Nat’] Anyone ‘C’ $ 386 $ 3,092 $ 474 $4,113 $ 628 $5,776

Midwestern Nat’l Valu Term $ 335 $2.775 $ 433 $ 3,813 $ 610 $ 4,668
National Guardian ValuGuard III $ 303 $2,520 $378 $3,280 $ 543 $ 4,885
Ohio National YRT 99 $ 595 $ 3,315 $ 793 $4,750 $1,221 $ 6,903
Phoenix Home Life Term Life Success  $ 313 $ 2,505 $ 398 $ 3,355 $ 538 $ 4,745
Principal Mutual LIC ART $ 460 $ 3,064 $ 585 $4418 $ 828 $ 6,596
Savings Bank LIC/MA YRT $ 525 $3,168 $ 868 $ 5,255 $ 1,410 $ 8,485
Security Benefit LIC YRT-100 $ 785 $4,100 $1,143 $5,948 $1,778 $ 9,388
Secur. Mutual/NY Prime Select ART $ 245 $ 2,603 $ 360 $ 3,770 $ 508 $5,448
Southwestern LIC ART 100 $ 735 $4.180 $ 985 $ 5,400 $ 1,238 $6,952
USG Annuity & Life Vision Term 338 $3,140 $ 445 $4.425 $ 740 $6,623

Survey period: May 21, 1996 thru May 24, 1996
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Ten-year level term has the same basic
contractual  obligations as  annual
renewable term. The main difference is
one of pricing. For Ten-year level term,
the premium is guranteed to remain
constant for a period of ten yeras, unlike

annual Renewable term where the
premiums gradually increase each year.
The premiums illustrated below assume
that a non-smoker male or female
purchases a 10-year level term policy with
a face amount of $250,000 beginning at

various ages: 35, 40, 45, 50, 55, and 60.
Each policy is guaranteed renewable for
the next nine years at the same initial
premium level.

Table 14a. Ten-Year Level Term Life Ins. - Male Non-Smoker Rates $250,000 Face

Age Age Age Age Age Age

Company Policy Name 35 40 45 50 55 60

American Heritage Patriot X $ 278 $ 343 $ 530 $ 828 $1,228 $1.888
Amer Life&Casualty Protector $ 333 $ 463 $ 705 $1,113 $ 1,563 $2,125
Columbia Universal T-90 Level $ 290 $ 403 $ 563 $ 780 $1,160 $ 1,860
Federal Home Life Ideal Term (10 Yr) $ 260 $ 345 $ 470 $ 650 $ 925 $ 1,393
Fidelity & Guaranty Life 10 Yr R&C Term $ 288 $ 410 $ 563 $ 823 $ 1,235 $ 1,840
Golden Rule Valu Term 10 $ 260 $ 348 $ 478 $ 708 $1,125 $1,770
Jackson National 10-Yr. R&C Term $ 213 $ 288 $ 388 $ 593 $ 868 $ 1,293
Manulife Manulife 10 $ 248 $ 350 $ 480 $ 698 $ 1,005 $ 1,463
Midwestern Nat’'l Valu Term 10 $ 290 $ 415 $ 580 $ 865 $ 1,305 $ 1,965
Midwestern Nat’1 Anyone ‘C’ $ 366 $ 461 $ 649 $ 881 $ 1,349 $2,033
Ohio National Q-10 Ultra $ 235 $ 320 $ 433 $ 628 $ 933 $ 1,367
Phoenix Home Life Term Life 10+ $ 250 $ 318 $ 435 $ 615 $ 963 $1,553
Presidential 10-Year Term $ 340 $ 420 $ 575 $ 823 $1,183 $1,823
Principal Mutual 10-Yr Level Term $ 315 $ 433 $ 618 $ 920 $ 1,390 $2,193
Savings Bank Life/MA 10 Yr Term $ 225 $ 310 $ 425 $ 645 $ 995 $ 1520
Security Benefit LIC Security 10 LT $ 400 $ 540 $ 763 $ 1,063 $ 1,525 $2,323
Security Mutual/NY Prime Select 10 $ 393 $ 480 $ 583 $ 790 $1,195 $ 1,815
Southwestern LIC 10 Yr. Term $ 410 $ 540 $ 718 $ 1,030 $ 1,485 $2415
USG Annuity & Life Vision Term $ 358 $ 458 $ 658 $ 920 $ 1,388 $ 1,938

Survey period: May 21, 1996 thru May 24, 1996

Table 14b. Ten-Year Level Term Life Ins. - Female Non-Smoker Rates $250,000 Face

Age Age Age Age Age Age

Company Policy Name 35 40 45 50 55 60

American Heritage Patriot X $ 268 $ 283 $ 370 $ 580 $ 895 $ 1,330
Amer Life&Casualty Protector $ 268 $ 395 $ 528 $ 803 $1,085 $1,730
Columbia Universal T-90 Level $ 268 $ 305 $ 433 $ 600 $ 838 $ 1,268
Federal Home Life Ideal Term (10 Y1) $ 228 $ 285 $ 375 $ 480 $ 635 $ 895
Fidelity & Guaranty Life 10 Yr R&C Term $ 273 $ 288 $ 410 $ 563 $ 823 $ 1,235
Golden Rule Valu Term 10 $ 220 $ 283 $ 370 $ 503 $ 723 $ 960
Jackson National 10-Yr. R&C Term $ 190 $ 238 $ 310 $ 430 $ 588 $ 805
Manulife Manulife 10 $ 235 $ 283 $ 395 $ 555 $ 808 $1,145
Midwestern Nat’l Valu Term 10 $ 250 $ 330 $ 438 $ 608 $ 813 $1115
Midwestern Nat’] Anyone ‘C’ $ 340 $ 442 $ 570 $ 726 $ 978 $ 1,365
Ohio National Q-10 Ultra $ 195 $ 275 $ 370 $ 500 $ 715 $1,020
Phoenix Home Life Term Life 10+ $ 210 $ 288 $ 375 $ 498 $ 718 $1,050
Presidential 10-Year Term $ 290 $ 333 $ 405 $ 490 $ 683 $ 1,065
Principal Mutual 10-Yr Level Term $ 303 $ 330 $ 465 $ 665 $ 995 $1,515
Savings Bank Life/MA 10 Yr Term $ 225 $ 310 $ 425 $ 645 $ 995 $ 1,520
Security Benefit LIC Securitg' 10LT $ 350 $ 463 $ 613 $ 845 $1,175 $ 1,688
Security Mutual/NY Prime Select 10 $ 340 $ 415 $ 508 $ 738 $ 988 $ 1,330
Southwestern LIC 10 Yr. Term $ 398 $ 500 $ 638 $ 880 $1,220 $ 1,655
USG Anmuity & Life Vision Term $ 323 $ 430 $ 588 $ 798 $1.423 $ 1,658

Survey period: May 21, 1996 thru May 24, 1996
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The illustrations below are based on a
single premium deposit of $100,000 and
reflect the rates for a male age 45 who is
a non-smoker. The “Initial Credit %"~

Life Insurance Update

column shows the current rate offered for
initial deposits. “Yield Guarantee
Period” is the period for which the initial
credit rate will remain unchanged.

“Surrender Fees/Year” reports the
penalties in effect for the sample years
itndicated.

Table 15. Single Premium Life Insurance

Yield Net Cash  Net Death
Policy Name Issue Initial Guar. Surrender Fees Value Benefit at

Companies (Product Type) Ages Credit%  Period | Yrl Yr5 Yr 10 Age 65 Age 65
Amer. Life & Cas. SPL-2 (UL) 35-85 6.25% na 10% 6% 1% | $233,725 $404814
Amer. Life & Cas. SPL (UL) 20-75 5.40% na 10% 6% 1% | $253,771  $439,533
Golden Rule Asset-Care (WL) 40-80 6.35% IYear | 11% 7% 1.5% | $265753 $467,725
Midwestern Nat’l Anyone Perm 0-80 na na 0% 0% 0% | $215311 $460,336
Presidential Taxbreaker I (UL) 0-80 6.00% 1 Year 7% 4% 0% | $320,714 $512,423
USG Annuity &Life  Life 3 (UL) 30-85 7.30% 1 Year 9% 5% 0% | $235439 $412,019
Western United Freedom III (WL) 0-80 5.00% 1 Year 10% 7% 2% | $265330 $ 406,842

Survey period: May 21, 1996 thru May 24, 1996

GICs (Guaranteed Interest or Invest-
ment Contracts) and GFAs (Guaranteed
Funding Agreements) are fixed-income
assets offering high rates of return com-
bined with low market volatility. These
products are an integral part of many qual-
ified and non-qualified plans’ investment
portfolios. They provide the highest rates
of return and lowest market volatility of
any fixed-income asset. GICs are almost
exclusively available to only large corpo-
rate or institutional buyers, such as pen-
sion plans. They are NOT available to in-
dividual investors.

GICs are backed by the general account
assets of the insurance companies, who in

GICs Update

turn employ immunization strategies to
match the duration of their assets with
their GIC/GFA obligations.

While each GIC/GFA contract is negoti-
ated individually to meet the specific
needs of the buyer, the following brief de-
scription covers nearly all the different
types of GICs currently in use:

(1) Bullet Deposit contracts effectively
compete with CDs of similar durations.
Bullets provide a current interest rate
guarantee on a one-time deposit for a spec-
ified maturity period (1 to 10 vears). (2)
Window or Flexible or Recurring Deposit
contracts are similar to bullets except that

they provide a current interest rate guaran-
tee which covers all deposits received
over a 12-month period. These instru-
ments are attractive for employee con-
tributions in 401(k) plans. (3) Benefit Re-
sponsive contracts provide interest accu-
mulation (as with “bullets”) and sched-
uled or non-scheduled withdrawals to
meet a plan’s or contractholder’s cash
flow needs. The rates in the GICs table
are for Bullet GICs in qualified plan situa-
tions and do not permit withdrawals be-
fore maturity. They are also quoted net of
expenses and with no commission fees.

Table 12. Bullet GICs (Net of Expenses, Without Commissions)

$500,000 Deposit $3,000,000 Deposit

Reporting Date of Compound Simple Compound Simple
Companies Quote | 3Yr 7Yr 3Yr 7Yr 3Yr 7Yr 3Yr 7Yr
AIG 06/04 | 6.48% 6.98% 6.44% 6.98% 6.55% 7.03% 6.51% 7.02%
Canada Life 06/04 | 6.70% 7.09% 6.70% 7.09% 6.83% 7.21% 6.83% 7.21%
Hartford Life 06/04 | 6.50% 6.98% 6.45% 6.89% 6.50% 6.98% 6.45% 6.89%
John Hancock 06/04 | 6.61% 7.20% 6.57% 7.12% 6.75% 7.29% 6.71% 7.22%
Principal Mutual 06/04 | 6.55% 7.32% 6.80% 7.20% 6.70% 7.42% 6.65% 7.30%
Prudential 06/04 - - - - 6.74% 7.36% 6.71% 7.27%
Transamerica 06/04 | 6.47% 6.94% 6.41% 6.87% 6.55% 6.99% 6.49% 6.92%

ANNUITY & LIFE INSURANCE SHOPPER

¢ 800-872-6684 <

July - Sept. 1996

65



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
payable. Coverage is usually for individual poli-
cyholders and their beneficiaries and not for val-
ues held in unallocated group contracts. Most

Life & Health Guaranty Associations

states also restrict insurance agents and companies
from advertising the funds’ availability.

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

policy you consider purchasing. Another source
of information is the National Organization of
Life and Health Insurance Guaranty Associa-
tions (NOLHGA, 13873 Park Center Road,
Suite 329, Herndon, VA 22071). NOLHGA
provided the information summarized below:

66

LIABILITY LIMITS

Insurance
Aggregate Death Cash PV of Commisioners”
State Benefits Benefits Values Annuities Phone Numbers
Alabama $300,000 - $100,000 $100,000 (205) 269-3550
Alaska $300,000 $300,000 $100,000 $100,000 (907) 465-2515
Arizona $300,000 - $100,000 $100,000 (602) 912-8420
Arkansas $300,000 $100,000 $100,000 $100,000 (501) 686-2900
California $250,000 $250,000 $100,000 $100,000 (916) 445-5544
Colorado $300,000 $300,000 $100,000 $100,000 (303) 894-7499
Connecticut $300,000 $300,000 $100,000 $100,000 (203) 297-3802
Delaware $300,000 $300,000 $100,000 $100,000 (302) 739-4251
Dist. of Col. $300,000 $300,000 $100,000 $100,000 (202) 727-8000
Florida $300,000 - $100,000 $100,000 (904)922-3100
Georgia $300,000 - $100,000 $100,000 (404) 656-2056
Hawaii $300,000 $300,000 $100,000 $100,000 (808) 586-2790
Idaho $300,000 - $100,000 $100,000 (208) 334-2250
Illinois $300,000 $300,000 $100,000 $100,000 (217) 782-4515
Indiana $300,000 - $100,000 $100,000 (317) 232-2385
lowa $300,000 - $100,000 $100,000 (515)281-5705
Kansas $300,000 $300,000 $100,000 $100,000 (913) 296-7801
Kentucky - $300,000 $100,000 $100,000 (502) 564-3630
Louisiana $300,000 $300,000 $100,000 $100,000 (504) 342-5900
Maine $300,000 - $100,000 $100,000 (207) 582-8707
Maryland all contractual obligations (410) 333-6300
Massachusetts $300,000 $300,000 $100,000 $100,000 (617) 521-7794
Michigan $300,000 $300,000 $100,000 $100,000 (517) 373-9273
Minnesota $300,000 $300,000 $100,000 $100,000 (612) 296-6848
Mississippi $300,000 $300,000 $100,000 $100,000 (601) 359-3569
Missouri $300,000 $300,000 $100,000 $100,000 (314) 751-4126
Montana - $300,000 - - (406) 444-2040
Nebraska $300,000 $300,000 $100,000 $100,000 (402) 471-2201
Nevada $300,000 $300,000 $100,000 $100,000 (702) 687-4270
New Hampshire $300,000 - $100,000 $100,000 (603) 271-2261
New Jersey $500,000 $500,000 $100,000 $500,000 (609) 292-5363
New Mexico $300,000 - $100,000 $100,000 (505) 827-4500
New York $500,000 - - - (212) 602-0492
No. Carolina $300,000 - - - (919) 733-7343
North Dakota $300,000 $300,000 $100,000 $100,000 (701) 224-2440
Ohio $300,000 $300,000 $100,000 $100,000 (614) 644-2651
Oklahoma $300,000 $300,000 $100,000 $300,000 (405) 521-2828
Oregon $300,000 $300,000 $100,000 $100,000 (503) 378-4271
Pennsylvania $300,000 $300,000 $100,000 $100,000 (717) 787-5173
Puerto Rico - $300,000 - - (809) 722-8686
Rhode Island $300,000 $300,000 $100,000 $100,000 (401) 277-2223
So. Carolina $300,000 - - - (803) 737-6117
South Dakota $300,000 $300,000 $100,000 $100,000 (605) 773-3563
Tennessee $300,000 $300,000 $100,000 $100,000 (615) 741-2241
Texas - $300,000 $100,000 $100,000 (512) 463-6464
Utah $300,000 $300,000 $100,000 $100,000 (801) 530-3800
Vermont $300,000 $300,000 $100,000 $100,000 (802) 828-3301
Virginia $300,000 $300,000 $100,000 $100,000 (804)371-9741
Washington $500,000 $500,000 - $500,000 (206) 753-7301
West Virginia $300,000 $300,000 $100,000 $100,000 (304) 558-3394
Wisconsin $300,000 - - - (608) 266-0102
Wyoming $300,000 $300,000 $100,000 $100,000 (307) 777-7401

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

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

PV of Annuities — Maximum liability for the present value of an annuity contract.
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Insurance Company Ratings

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 A.M. Best’s,
Standard & Poor’s, Moody’s, Duff &
Phelps, and Weiss Research. Agencies’
assessments of the same company may
differ.  Analysts may disagree, for
istance, about how much is too much
when it comes to junk bonds, bad
mortgages or foreclosed real estate. Keep

in mind, too, that most insurance
companies farm out some of the risk of
their policies to other companies through
reinsurance agreements. This is especially
true for smaller companies (with assets
less than $1 Billion), where reinsurance
ceded can be as high as 60% to 80%.
When this is the case, a company’s rating
may not be valid. However, for larger
companies, reinsurance 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 business in your state.

ALPHABETICAL RATINGS

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

close to liquidation. In the case of Weiss,
an “A+” is the highest rating and assigned
to only a few companies. For A M. Best,
an “A+” represents their second highest
grade, which was assigned to more than
200 of the companies Best rates. For S&P
and Duff & Phelps, an “A+” is the 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 front of
each letter grade. Now you can easily
Jjudge the value of an alphabetical grade by
its position in that agency’s DISTRI-
BUTION OF RATINGS. This numerical
ranking will help you to recognize that the
same letter grade may carry very different
relative value with the different rating
agencies.

Distribution of Ratings

A.M.Best S&P Moodys Duff &Phelps Weiss Research
# Co. #Co. # Co. # Co. # Co.
Rank  Grade 881 Rank  Grade 256 | Rank  Grade 106 Rank  Grade 170 {Rank Grade 1774
1 (A++) 58 1 (AAA) 64 1 (Aaa) 10 1 (AAA) 51 1 (A+) 13
2 (A+) 169 2 (AAH) 46 2 (Aal) 5 2 (AA+) 19 2 (A) 17
3 (A) 214 3 (AA) 4 3 (Aa2) 17 3 (AA) 42 3 (A7) 36
4 (A-) 120 4 (AA) 53 4 (Aa3) 33 4 (AA-) 25 4 (B+) 55
5 (B++) 57 5 (AY) 28 5 (Al) 30 5 (A+) 21 5 (B) 178
6 (B+) 118 6 (4 6 6 (A2) 12 6 (A) 10 6 (B) 130
7 (B) 76 7 (A) 3 7 (A3) 2 7 (A-) 1 7 (CH) 125
8 (B-) 17 8  (BBB¥) 2 8 (Baal) 5 8  (BBB+) 0 8 © 243
9 (C++) 1 9  (BBB) 3 9 (Baa2) 2 9 (BBB) 0 9 (C) 174
10 (€+) 7 10  (BBB-) 2 10 (Baa3) 1 10 (BBB) 0 10 (D¥) 137
11 (©) 11 11 (BB+) 1 1 (Bal) 1 1 (BB+) 0 11 (D) 223
12 (€) 3 12 (BB) 1 12 (Ba2) 0 12 (BB) 0 12 (D) 58
13 (D) 2 13 (BB) 1 13 (Ba3) 0 13 (BB-) 0 13 (Et) 43
14 (E) 13 14 (B 0 14 (B1) 0 14 (B+) 0 14 (E) 43
15 (F) 5 15 (B) 0 15 (B2) 1 15 (B) 0 15 (E) 3
(as of 7/95) 16 (B) 0 16 (B3) 0 16 B) 0 16 F 27
17 (CCo) 0 17 (Caa) 2 17 (CCCH) 0 17 ) 316
18 (R) 4 18 (Ca) 0 18 (CCO) 1 (as of 9/95)
(as of 9/95) 19 (©) 0 19 (CCc 0
(as of 9/95) (as of 9/95)
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Rating Agencies

A.M. Best’s Ratings

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

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

The rating scale uses letter grades
ranging from A++ (Superior), the high-
est, to F (In Liquidation), the lowest.
The letter grade can also have a modifier
that qualifies it. The A++ highest rating
1s based on a company's favorable com-
parison of profitability, leverage, and
liquidity with industry norms; favorable
experience from mortality, lapses, and
expenses; quality and diversification of
investment portfolio; strong policy re-
serves and a surplus to risk ratio that is
above that for the average life insurance
company. Also examined are the
amount and soundness of its reinsurance
and the competence and experience of
management.

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

ANNUITY & LIFE INSURANCE SHOPPER ¢ 800-872-6684 +

Rating Categories
A+ A+ Superior
A A- Excellent
B++, B+ Very Good
B, B- Good
C++, C+ Fair
D Below Minimum Standards
E Under State Supervision
F In Liquidation
Rating Modifiers
P Pooled Rating
r Reinsured Rating
e Parent Rating
X Revised Rating
w Rating Watch List
g Group Rating
s Consolidated Rating
q Qualified Rating
“Not Assigned” Categories
NA-1 Special Data Filing
NA-2 Less than Minimum Size
NA-3 Insufficient Operating
Experience
NA-4 Rating Procedure
Inapplicable
NA-§ Significant Change
NA-6 Reinsured by Unrated
Insurer
NA-8 Incomplete Financial
Information
NA-9 Company Request
NA-11 Rating Suspended

Financial Performance Rating (FPR)

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

cal scale.

Secure Ratings

........................................ Strong

Above Average

..................................... Average

Vulnerable Ratings

..................................... Average
.......................... Below Average

No Rating Opinion

............................. Not Assigned

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

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

Standard & Poor’s Rat-
ings

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

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

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

As a group, the claims-paying ability rat-
ings are divided into two broad classifi-
cations. Rating categories from ‘AAA’
to ‘BBB’ are classifed as “secure” and
indicate insurers whose financial capac-
ity to meet policyholder obligations is
viewed on balance as sound. Ratings cat-
egories from ‘BB’ to ‘CCC’ are classi-
fied as “vulnerable” and indicate insur-
ers whose financial capacity to meet pol-
icyholders obligations is viewed as vul-
nerable to adverse economic and under-
writing conditions. Plus (+) and minus
(-) signs show relative standing within a
category; they do not suggest likely up-
grades or downgrades. For certain com-
panies, the S&P rating includes a ‘q’
subscript, which indicates that the rating
is based solely on quantitative analysis of
publicly available financial data. In the
case of claims-paying ability ratings, this
is the statutory financial data filed with
the National Association of Insurance
Commissioners. Annuity & Life Insur-
ance Shopper does not include the ‘q’
subscript rating.

RATING CATEGORIES

Secure Range:

AAA  Superior financial security. Highest
safety.

AA Excellent financial security. Highly safe.

A Good financial security. More suscepti-
ble to enconomic change than highly
rated companies.

BBB  Adequate financial security. More
vulnerable to economic changes than

highly rated companies.

Vulnerable Range:

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

B Vulnerable financial security.

CCC  Extremely vulnerable financial security.
Questionable ability to meet obligations
unless favorable conditions prevail.

R Regulatory action. Placed under an order
of rehabilitation and liquidation.
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S & P ratings for individual companies
are available at no charge. Financial
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
summarize the likelihood that a com-
pany will be able to meet its senior pol-
icyholder obligations. Moody’s con-
siders both quantitative and qualitative
factors in the following areas: product
lines, industry competitive positions,
markets, distribution systems, organ-
izational structure, earnings trends
and profitability, performance and
quality of investments, asset/liability
management and liquidity, surplus po-
sition relative to risk profile and affili-
ated companies. A very important part
of the evaluation is understanding
management’s philosophy and the
company’s strategic direction. The
rating, therefore, involves judgments
about the future and includes assess-
ments on how management and com-
panies will respond to worst case sce-
narios. Moody’s annual fee for a rat-
ing is $25,000. (Contact: Moody’s
Investors Service, 99 Church Street,
New York, NY 10007.)

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

Rating Categories
Aaa Exceptional security. Unlikely to be
affected by change.

Excellent security. Lower than Aaa
because long-term risks appear some-
what larger.

A Good Security. Possibly susceptible to
future impairment.

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.

Very poor security. There may be

elements of danger regarding the pay-

ment

of obligations.

Caa

Extremely poor security. Companies are
often in default.

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

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

Duff & Phelps’ Ratings

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

The quantitative factors focus on
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profitability, operating leverage, surplus
adequacy, asset quality and concentra-
tions and the adequacy of policy re-
serves. An important emphasis is 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 circumstances.

Duff and Phelps uses a letter grade
scale that ranges from AAA, the highest
rating, to CCC, the lowest rating (i.e.
AAA, AA, A, BBB, BB, B, CCC). The
ratings below AAA may be 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.

ccce Substantial risk regarding claims paying

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

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

Weiss Research, Inc. a recent en-
trant in the insurance rating business,
began offering its Safety Index Rat-
ing in 1990. Weiss analyzes a com-
pany's future ability to pay its claims
under difficult economic conditions
when the potential for liquidity prob-
lems is increased. The most important
indicators used are risk-adjusted capi-
tal ratios, which evaluate a company's
exposure to investment, liquidity, and
insurance risk in relation to the capital
that the company has to cover those
risks during periods of average and se-
vere recession.

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

To achieve a top Weiss rating, a
company must be adequately prepared
to withstand the worst-case scenario,
without impairing its current opera-
tions. It must also achieve an accept-
able level in all five components of the
Safety Index rating: equity, investment
safety, profitability, leverage, and size.
A company that has a very weak in-
vestment component 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 environment
remains relatively stable. A detailed
description of Weiss’ rating scale fol-
lows below. For further information
contact Weiss Research, 4176 Burns
Rd., Palm Beach Gardens, FL 33410;
by telephone (800) 289-9222 or fax
(407) 625-6685.

Excellent. This company offers excellent fi-
nancial security. It has maintained a conserva-
tive stance in its investment strategies business
operations and underwriting commitments.
While the financial position of any company is
subject to change, we that has the resources nec-
essary to deal with severe economic conditions.
Good. This company offers good financial se-
curity and has the resources to deal with a vari-
ety of adverse economic conditions. However,
in the event of a severe recession or major fi-
nancial 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 downturn or other financial pressures,
we feel it may encounter difficulties in
maintaining its financial stability.

Weak. This company currently demonstrates
what we consider to be significant weaknesses
which could negatively impact policyholders.
In an unfavorable economic environment, these
weaknesses could be magnified.

Very Weak. This company currently demon-
strates what we consider to be significant weak-
nesses and has also failed some of the basic tests
that we use to tdentify fiscal stability. There-
fore, even in a favorable economic environ-
ment, it is our opinion that policyholders could
incur significant risks.

Failed. Companies under the supervision of
state insurance commissioners.

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

The S prefix indicates a smaller sized company
with less that $25 million in capital and surplus,
but does not reduce or diminish the letter grades
A through E. The S is simply a reminder that
consumers may want to limit the size of their
policy with this company so that the policy's
maximum benefits do not exceed 1% of the
company's capital and surplus.

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