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Life Insurance Update

Yearly renewable term life insurance is
essentially a bet on your life. 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.

Yearly Renewable Term premiums are
priced according to several methods. One,
called Select and Ultimate, sets rates more
favorably during the first few years, but
tends to raise them more rapidly in later
years. Another, known as Attained Life,
fixes premiums according to the risk of a
person’s age and rate group (smoker,
nonsmoker, etc.), regardless of when the
policy went into force. Thus, a prospective
buyer should look beyond the first year or

two when comparing prices of different
policies.

For instance, the premiums that are
typically advertised for a Select and
Ultimate policy at a range of different ages
actually indicate first year premiums only.
The premium in the fifth year of a YRT
policy that was bought by someone at age
30 would be significantly higher than the
same policy first bought by a different
person at age 35.

On the other hand, Select and Ultimate
Policies do offer an advantage you may
want to consider. If you remain healthy
and are willing to take a new medical
exam, some insurers will allow you to
requalify for the lower “entry” rate and
issue a completely new policy. In this
case, it’s important to know whether and
how often you have the opportunity to

requalify.

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

Issue Pricing Age 35-39 Age 40-44 Age 45-49

Company Policy Name Ages  Basis* 35  inclusive 40 inclusive 45 inclusive
American Heritage Life  Patriot | nr nr nr nr nr nr nr nr

Ameritas LIC ART 20-75 SU $250 $1480 | $278 $1,760 | $ 348 $2410
Columbia Universal Term Choice-ART 20-75 AL $ 210 $1,388 | $228 $1,718 | $ 260 $2,263
Commercial Union Annual R&C Term 22-65 AL $305 $1,690 | $ 403 $2335 | $ 578 $3433
Fidelity & Guaranty  Super Saver Term 18-75 SU $248 $2065 | $290 $2,458 | $ 363 $3,148
Golden Rule ValuTerm 1 na na $228 $1360 | $255 $1.808 | $265 $2410
Jackson National Choice YRT 100 18-70 SU $ 245 $1,515 $ 278 $1918 | $ 363 $2,615
Manulife ART Select 20-75 SU $283 $1,540 | $ 325 $1,983 | $ 378 $ 2,588
National Guardian Term Guard ITI 18-75 SU $220 $1,425 | $238 $1,765 | $ 270 $2313
Ohio National YRT-99 na AL  $400 $2470 | $ 507 $2,633 | § 654 $3,603
Phoenix Home Life Term Life Success 18-70 SU $205 $1,333 | $218 $1,738 | $280 $2,370
Security Benefit YRT-100 nr nr nr nr nr nr nr nr

Secur. Mutual/NY Prime Select ART nr nr  $193 $1473 | $ 193 $1910 | $ 215 $2378
USG Annuity & Life  Vision Term 18-75 SU §$208 $1,540 | $225 $1,905 | $ 250 $2,645

Survey period: May 20, 1997 thru May 23, 1997. *SU = “Select & Ultimate” pricing basis; AL = “Attained Life” pricing basis.

Table 13b. Yearly Renewable Term Life Ins. - Male Non-Smoker Rates $250,000 Face
Issue Pricing Age 50-54 Age 55-59 Age 60-64

Company Policy Name Ages Basis* 50 inclusive 55 inclusive 60 inclusive
American Heritage Life ~ Patriot I nr nr nr nr nr nr nr nr

Ameritas LIC ART 20-75 SU $448 $£3295 | $605 $4745 | $ 918 $7,043
Columbia Universal  Term Choice-ART 20-75 AL  $ 363 $3,198 | $503 $4550 | $ 785 $7,088
Commercial Union Annual R&C Term  22-65 AL $ 865 $4753 |$1,130 $6423 [$1,540 $9,508
Fidelity & Guaranty  Super Saver Term 18-75 SU $494 $4325 | $ 715 $6,320 | $1,027 $9,158
Golden Rule ValuTerm 1 na na $ 385 $3,650 | $660 $5743 |$1,045 $8,795
Jackson National Choice YRT 100 18-70 SU $485 $33838 | $698 $4920 $1,030 $7,888
Manulife ART Select 20-75 SU $ 510 $3,603 | $ 695 $5235 |$1,135 $8,370
National Guardian Term Guard II1 18-75 SU $370 $3245 | $ 513 $4,600 | $ 795 $7,138
Ohio National YRT-99 na AL  $838 §$5,135  $1,227 $8,108 | $1,728 $12,439
Phoenix Home Life Term Life Success 18-70 SU $398 $3245 | $ 560 $4670 | $ 905 $38,468
Security Benefit LIC  YRT-100 nr nr nr nr nr nr nr nr

Secur. Mutual/NY Prime Select ART nr nr $ 288 $3,048 | $ 423 $4,653 | $ 560 $ 6,888
USG Annuity & Life  Vision Term 18-75 SU $380 $3648 | $ 533 $5378 | $ 850 $ 7,738

Survey period: May 20, 1997 thru May 23, 1997. *SU = “Select & Ultimate” pricing basis; AL = “Attained Life” pricing basis.
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Life Insurance Update

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

Issue  Pricing Age 35-39 Age 40-44 Age 45-49

Company Policy Name Ages  Basis* 35 inclusive 40 inclusive 45 inclusive
American Heritage Life  Patriot I nr nr nr nr nr nr nr nr

Ameritas LIC ART 20-75 SU $213 $1,245 | $225 $1410 | $ 270 $ 1,835
Columbia Universal ~ Term Choice-ART 20-75 AL $ 188 $1200 | $ 208 $1440 | $ 258 $ 1,803
Commercial Union Annual R&C Term 22-65 AL $270 $1480 | $ 348 $2,008 | $ 488 $2,833
Fidelity & Guaranty  Super Saver Term 18-75 SU $233 $1,920 | $270 $2270 | $ 313 $2,705
Golden Rule ValuTerm 1 na na $ 188 $1,118 | $230 $1475 | $ 248 $1,783
Jackson National Choice YRT 100 18-70 SU $203 $1,098 | $238 $1,548 | $ 295 $1,983
Manulife ART Select 20-75 SU §$268 $1,465 | $300 $1683 | $ 345 $2200
National Guardian Term Guard 111 18-75 SU $ 198 $1,245 | $218 $1,490 | $ 258 $1,843
Ohio National YRT-99 na AL $ 381 $1,774 | $ 413 $2295 | $ 535 $ 3,092
Phoenix Home Life =~ Term Life Success 18-70 SU $175 $1,18 | $215 $1,630 | $ 248 $1933
Security Benefit LIC ~ YRT-100 nr nr nr nr nr nr nr nr

Secur.Mutual/NY Prime Select ART nr nr  $ 150 $1,138 | $ 150 $1,458 | $ 178 $1,790
USG Annuity & Life  Vision Term 18-75 SU $ 218 $1433 | $225 $1,830 | $ 235 $2,393

Survey period: May 20, 1997 thru May 23, 1997. *SU = “Select & Ultimate” pricing basis; AL = “Attained Life” pricing basis.

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

Issue  Pricing Age 50-54 Age 55-59 Age 60-64
Company Policy Name Ages Basis* 50  inclusive 55 inclusive 60 inclusive
American Heritage Life  Patriot I nr nr nr nr nr nr nr nr
Ameritas LIC ART 20-75 SU § 320 $2303 | $405 $3,100 | $ 588 $4,433
Columbia Universal ~ Choice Term-ART 20-75 AL  $290 $2330 | $350 $3,045 $523 $4575
Commercial Union Annual R&C Term 22-65 AL $ 700 $3,888 | $ 883 $4,713 |$1,035 $6,228
Fidelity & Guaranty  Super Saver Term 18-75 SU $398 $3433 | $505 $4392 | $ 650 $5,715
Golden Rule ValuTerm 1 na na $ 318 $2,630 | $ 418 $3,865 | $ 573 $5,070
Jackson National Choice YRT 100 18-70 SU $368 $2498 | $498 $3470 | $ 675 $ 5,000
Manulife ART Select 20-75 SU $425 $2970 | $ 578 $4,223 | § 845 $6,310
National Guardian Term Guard 111 18-75 SU $300 $2380 | $360 $3,095| $ 533 $4,610
Ohio National YRT-99 na AL $ 685 $4208 | $ 888 $5,848 | $1,362 $38,568
Phoenix Home Life Term Life Success 18-70 SU §$313 $2505 | $398 $3,355 $ 508 $4,745
Security Benefit LIC  YRT-100 nr nr nr nr nr nr nr nr
Secur. Mutual/NY Prime Select ART nr nr $ 223 $2318 | $320 §$3545  §$ 433 $4,970
USG Annuity & Life  Vision Term 18-75 SU §$ 338 $3,140 | $ 445 $4425 | $ 740 $ 6,623

Survey period: May 20, 1997 thru May 23, 1997. *SU = “Select & Ultimate” pricing basis; AL = “Attained Life” pricing basis.
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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

Life Insurance Update

annual Renewable term where the
premiums gradually increase each year.
The premiums illustrated below assume
that a non-smoker male or female
purchases a [0-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 nr nr nr nr nr nr
Ameritas LIC 10-Year Term $ 293 $ 353 $ 535 $ 815 $ 1,158 $ 1,808
Columbia Universal Term Choice 10 Yr $ 250 $ 325 $ 460 $ 680 $ 985 $1515
Federal Home Life Ideal Term 10 Yr $ 260 $ 345 $ 470 $ 650 $ 925 $ 1,393
_Fidelity & Guaranty Super Saver Term $ 410 $ 513 $ 693 $ 925 $1,355 $ 1,965
Golden Rule ValuTerm 10 $ 260 $ 348 $ 478 $ 708 $1,125 $1,770
Jackson National Prime 10 R&C $ 298 $ 390 $ 588 $ 883 $ 1,280 $ 1,990
Manulife Manulife 10 $ 230 $ 285 $ 390 $ 563 $ 808 $ 1,238
National Guardian Term Guard 111 $ 248 $ 318 $ 445 $ 650 $935 $ 1,430
Ohio National Q-10 Ultra $ 200 $ 267 $ 335 $ 510 $ 752 $ 1,097
Phoenix Home Life Success 10+ $ 250 $ 318 $ 435 $ 615 $ 963 $ 1,553
Presidential 10-Year Term $ 340 $ 420 $ 575 $ 823 $1,183 $ 1,823
Savings Bank Life/MA 10 Yr Term $ 210 $ 265 $ 330 $ 480 $ 755 $ 1,195
Security Benefit LIC Security 10 LT nr nr nr nr nr nr
Security Mutual/NY Select-A-Term $ 305 $ 393 $ 545 $ 738 $1,115 $ 1,693
Southwestern LIC Term 15 $ 350 $ 455 $ 688 $ 1,048 $1,478 $ 2,220
USG Annuity & Life Vision Term $ 348 $ 448 $ 653 $ 908 $ 1,360 $ 1,948

Survey period: May 20, 1997 thru May 23, 1997

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 nr nr nr nr nr nr
Ameritas LIC 10-Year Term $ 248 $ 285 $ 405 $ 570 $ 750 $ 1,030
Columbia Universal Term Choice 10 yr $ 220 $ 273 $ 368 $ 490 $ 665 $ 990
Federal Home Llfe Ideal Term 10 Yr $ 228 $ 285 $ 375 $ 480 $ 635 $ 895
Fidelity & Guaranty Super Saver Term $ 383 $ 473 $ 598 $ 735 $ 940 $ 1,225
Golden Rule ValuTerm 10 $ 220 $ 283 $ 370 $ 503 $ 723 $ 960
Jackson National Prime 10 R&C $ 253 $ 325 $ 450 $ 630 $ 860 $ 1,265
Manulife Manulife 10 $ 208 $ 245 $ 315 $ 415 $ 555 $ 783
National Guardian TermGuard III $ 220 $ 270 § 358 $ 473 $ 635 $ 940
+ Ohio National Q-10 Ultra $ 160 $ 220 $ 292 $ 390 $ 580 $ 780
Phoenix Home Life Success 10+ $ 210 $ 288 $ 375 $ 498 $ 718 $ 1,050
Presidential 10-Year Term $ 290 $ 333 $ 405 $ 490 $ 683 $ 1,065
Savings Bank Life/MA 10 Yr Term $ 210 $ 265 $ 330 $ 480 $ 755 $ 1,195

Security Benefit LIC Security 10 LT nr nr nr nr nr nr
Security Mutual/NY Select-A-Term $ 248 $ 340 $ 475 $ 688 $ 920 $ 1,240
Southwestern LIC Term 15 $ 303 $ 403 $ 533 $ 675 $ 870 $ 1,235
USG Annuity & Life Vision Term $ 318 $ 420 $ 565 $ 770 $1,108 $1,578

Survey period: May 20, 1997 thru May 23, 1997
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Life Insurance Update

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 %” 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 indicated.

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 YrS Yr 10 Age 65 Age 65
Fidelity & Guaranty = UL 7 (UL) nr nr nr nr nr nr nr nr
Golden Rule Asset-Care (WL) 40-80 6.20% 1 Year 11% 7% 1.5%| $258356 §454,706
Jackson National SPWL 0-80 5.00% 1 Year 9% 5% 0% | $168,421 $414333
National Guardian SPWL (WL) 0-80 na na na na na $ 241,554 $ 464,474
Presidential Taxbreaker I (UL) 0-80 6.25% 1 Year 7% 4% 0% | $336,185 $513,631
Southwestern Classic Provider (UL) na 6.50% 1 Year | 157% 8.4% 2.9% | $205,072 $445,152
USG Annuity &Life  Life 3 (UL) 30-85 7.50% 1 Year 9% 5% 0% | $244,537 $427941
Western United Freedom I (WL) 0-80 5.00% 1 Year 10% 7% 2% | $265,330 $ 406,842

Survey period: May 20, 1997 thru May 23, 1997

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
individual investors.

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

G/ICs 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 descrip-
tion 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 guar-
antee on a one-time deposit for a specified
maturity period (1 to 10 years). (2) Win-
dow or Flexible or Recurring Deposit con-
tracts are similar to bullets except that they

provide a current interest rate guarantee
which covers all deposits received over a
12-month period. These instruments are
attractive for employee contributions in
401(k) plans. (3) Benefit Responsive con-
tracts provide interest accumulation (as
with “bullets”) and scheduled 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 situations and do not
permit withdrawals before maturity. They
are also quoted net of expenses and with
no commission fees.

Table 16. Bullet GICs (Net of Expenses, Without Commissions)

$1,000,000 Deposit $5,000,000 Deposit
Reporting Date of Compound Simple Compound Simple
Companies Quote | 3 Yr 7Yr 3Yr 7Yr 3Yr 7Yr 3Yr 7Yr
Canada Life 6/02 6.52% 6.89% 6.52% 6.89% 6.66% 7.00% 6.66% 7.00%
Hartford Life 6/02 6.48% 6.81% 6.43% 6.75% 6.48% 6.81% 6.43% 6.75%
John Hancock 6/02 6.73% 7.13% 6.69% 7.07% 6.78% 7.18% 6.74% 7.12%
Metropolitan Life 6/02 6.71% 7.05% 6.69% 7.00% 6.71% 7.05% 6.69% 7.00%
New York Life 6/02 6.70% na 6.70% na 6.70% na 6.70% na
Ohio National 6/02 6.70% 7.19% 6.67% 7.13% 6.75% 7.24% 6.72% 7.18%
Principal Mutual 6/02 6.35% 6.70% 6.30% 6.85% 6.40% 6.95% 6.35% 6.85%
SAFECO 6/02 6.64% - 6.64% - 6.65% - 6.65% -
SunAmerican LIC 6/02 6.73% 7.16% 6.73% 7.16% 6.75% 7.20% 6.75% 7.20%
Travelers 6/02 6.51% 6.63% 6.50% 6.60% 6.41% 6.80% 6.40% 6.77%

ANNUITY & LIFE INSURANCE SHOPPER ¢ 800-872-6684 o
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Most states have guaranty funds to help pay
the claims of financially impaired insurance
companies. State laws specify the lines of
insurance covered by these funds and the dol-
lar limits payable. Coverage is usually for
individual policyholders and their beneficia-
ries and not for values held in unallocated

Life & Health Guaranty Associations

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

There are many issues, too numerous to de-
scribe here, which determine the type and ex-
tent of coverage available. You are advised to

consult your state insurance department for
details about any policy you consider purchas-
ing. Another source of information is the
National Organization of Life and Health In-
surance Guaranty Associations (NOLHGA,
13873 Park Center Road, Suite 329, Herndon,
VA 22071). NOLHGA provided the informa-

74

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
lilinois $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) 3739273
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
instance, 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 Sth rank
from the top and therefore denotes a much
weaker standing than it does for either
Weiss or Best.

NUMERICAL RANKINGS

To level the alphabetical rating field we
include a NUMERICAL RANK in front of
each letter grade. Now you can easily
judge 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++) 50 1 (AAA) 64 1 (Aaa) 10 1 (AAA) 51 1 (A+) 13
2 (A+) 156 2 (AAY) 46 2 (Aal) 5 2 (AA+) 19 2 (A) 17
3 (A) 229 3 (AA) 42 3 (Aa2) 17 3 (AA) 42 3 (A) 36
4 (A-) 156 4 (AA-) 53 4 (Aa3) 33 4 (AA-) 25 4 (B+) 5§
5 (B++) 87 5 (AH) 28 5 (A1) 30 5 (AH) 21 5 (B) 178
6 (B+) 125 6 (A 6 6 (A2) 12 6 (A) 10 6 (B-) 130
7 (B) 62 7 (A) 3 7 (A3) 2 7 (A-) 1 7 (cH 125
8 (B-) 23 8  (BBB4) 2 8 (Baal) 5 8 (BBB+) 0 8 (©) 243
9 (C+t) 9 9 (BBB) 3 9 (Baa2) 2 9 (BBB) 0 9 (CH) 174
10 (€4 1 10 (BBB-) 2 10 (Baa3) 1 10 (BBB-) 0 10 (DH 137
1 (©) 10 11 (BB+) 1 11 (Bal) 1 11 (BB+) 0 i (D) 223
12 (C-) 12 (BB) 1 12 (Ba2) 0 12 (BB) 0 12 (D-) 58
13 (D) 0 13 (BB-) 1 13 (Ba3) 0 13 (BB-) 0 13 (E+) 43
14 (E) 10 14 (BH 0 14 (Bl) 0 14 (B+) 0 14 (E) 43

15 (F) 3 15 (B) 0 15 (B2) 1 15 (B) 0 15 (E-) 3
(as of 6/96) 16 (B-) 0 16 (B3) 0 16 (B-) 0 16 (F) 27
17 (CCO) 0 17 (Caa) 2 17 (CCC+) 0 17 U) 316

18 (R 4 18 (Ca) 0 18 (CCC) 1 (as of 11/96)
(as of 8/96) 19 ©) 0 19 (CCC-) 0
(as of 8/96) (as of 9/96)
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A.M. Best’s Ratings

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

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

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

The rating categories, including modi-
fiers and “not assigned” designations, are
as follows:
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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-5 Significant Change

NA-6 Reinsured by Unrated
Insurer

NA-8 Incomplete Financial
Information

NA-9 Company Request

NA-11 Rating Suspended

Financial Performance Rating (FPR)

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

Secure Ratings
0,8 et Strong
TBrervoeieiieecieeeinenans Above Average
TSROSO TOUUOTOVOPRN: Average
Vulnerable Ratings
Ao Average
3,2 Below Average

No Rating Opinion
S OOROVOTUORRRRON Not Assigned

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

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

Standard & Poor’s
Ratings

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

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

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

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

RATING CATEGORIES

Secure Range:

AAA Superior financial security. Highest
safety.

AA Excellent financial security. Highly
safe.

A Good financial security. More suscepti-

ble to enconomic change than highly
rated companies.

BBB Adequate financial security. More
vulnerable to economic changes than
highly rated companies.

Vulnerable Range:

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

B Vulnerable financial security.

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

R Regulatory action. Placed under an

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

Moody’s Ratings

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

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

Rating Categories

Aaa Exceptional security. Unlikely to be
affected by change.

Aa Excellent security. Lower than Aaa

because long-term risks appear some-
what larger.

A Good Security. Possibly susceptible to
future impairment.

Baa Adequate security. Certain protective
to future impairment.

Ba Questionable security. Ability to meet
obligations may be moderate.

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

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

Ca Extremely poor security. Companies are
often in default.

C Lowest security. Extremely poor

prospects of offering financial security.

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

Duff & Phelps’ Ratings

Duff & Phelps began rating insurance
carriers in 1986. Its rating emphasizes
analysis of the company’s future ability
to promptly pay its obligations by evalu-
ating the insurer’s long term solvency
and its ability to maintain adequate lig-
uidity. The evaluation involves both
quantitative and qualitative factors.
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The quantitative factors focus on prof-
itability, operating leverage, surplus ade-
quacy, asset quality and concentrations
and the adequacy of policy reserves. An
important emphasis is the sensitivity of
the insurance company to volatile busi-
ness cycles, major shifts in interest rates
and the ability of management to deal
within those circumstances.

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

Rating Categories

AAA Highest claims paying ability. Negligi-
ble risk.

AA+ Very high claims paying ability.

AA Modest risk.

AA-

A+ High claims paying ability.

A Variable risk over time.

A-

BBB+ Below average claims paying

BBB ability.

BBB-

BB+ Uncertain claims paying ability.

BB Protective factors are subject to

BB- change to change with adverse econ-
omy.

cCC Substantial risk regarding claims paying

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

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

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

The Weiss Safety 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% at D,
4.5% atE, and 3.1% at F. Whereas
Weiss' ratings closely followed a bell-
shaped distribution, the ratings by
Best’s, S&P, and Moody's fell predom-
inantly in the A and B classifications
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) 625-668S5.

+-

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

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

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

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

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

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

Failed. Companies under the supervision of
state insurance commissioners.

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

The S prefix indicates a smaller sized com-
pany 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 sur-
plus.

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