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ABSTRACT

This report covers the intercompany study of experience between 1971 and
1978 policy anniversaries for two types of benefits. namely. term insurance con-
version rights and guaranteed insurability options (GIQ). The study was designed
to derive information relative to conversion and election rates. lapse rates, and
mortality rates required to evaluate the extra mortality costs associated with each
of these benefits according to a basis described in Appendix 11. Expected death
claims are based on the 1965-70 Basic Tables. The following comments apply to
the six different sets of experience submitted by the contributors.

TERM CONVERSION RATES

Only aggregate conversion rates by attained age at conversion were derived.
because of the limited amount of data provided. Conversion rates increase with
attained age and are higher than those derived in the 196671 study.

LAPSE RATES UNDER CONVERTED POLICIES

Analyses were prepared to continue the historical experience shown in the prior
196671 intercompany study for policy-year duration measured from the date of
issue of the conversion policy. In the aggregate. the lapse rate for the recent 1971~
78 period is higher than that for prior periods. However. by duration. there is no
consistent pattern.

MORTALITY RATIOS UNDER CONVERTED POLICIES

Analyses were prepared to continue the historical experience shown in the prior
1966-71 intercompany study for policy-year duration measured from the date of
1ssue of the original term policy. The mortality ratios for the recent 197178 period
are generally lower than those for the prior period except for conversions made
at the end of the conversion period on decreasing term plans. The overall mortality
ratio for conversions made prior to the end of the conversion period is lower than
the mortality ratio for conversions made at the end of the conversion period. The
overall ratio for medical business is lower than that for nonmedical business.
Decreasing term plan conversions exhibit the highest mortality ratio.

Analyses were also prepared 1o show experience with respect to policy-year
duration measured from the conversion date.

GIO FLECTION RATES

Election rates by attained age at clection were derived for regular election and
special elections. Rates for regular election increase steadily with advancing age
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for central ages 31, 34, 37 and 40. The regular election rates are greater than in
the previous study. Rates tor special elections show a peak for the attained-age
group 36-40.

LAPSE RATES UNDLER GIO FLECTIONS

Lapse rates for both regular and special election appear to be favorable. The
overall rates for issue-age groups for medical business are consistently lower than
for the corresponding nonmedical business. The rates for regular elections are
slightly higher than those for special elections.

MORTALITY RATIOS UNDER G1O ELECTIONS

Muale business experienced overall ratios somewhat in excess of the expected.
Medical business experienced overall ratios thut were lower than those for
nonmedical business.
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of Actuanies Committee on Mortality under Ordinary Insurance and An-
nuities covered the experience between 1966 and 1971 policy anniversa-
ries. The results of this study were published in the /973 TSA Reports.

Because of the continued interest in conversions and GIO elections,
the Committee decided that various facets of experience related to these
benefits should be the subject of a continuing investigation. For the 1971 -
78 study, as in the earlier study, the Committee decided to concentrate
on data that could be used to develop the costs of extra mortality expe-
rienced under conversions and GlO elections according to a specific
formula.

For the purpose of the conversion study, the Committee tollowed the
concept that the present value of the extra mortality costs on the date of
issue of the original policy is dependent on nine major elements: assumed
rate of interest. 1ssue age and persistency ot the original plan. conversion
period, conversion rate. plan of conversion policy. persistency and mortality
under the conversion policy. and mortality under corresponding standard
nonconversion policies. A stmilar concept was followed tor GIO elections

The reader may wish to refer to Appendix | for the instructions given
to contributing companics and also to Appendix [ for details of the con-
cept described above for measuring extra mortality costs. Expected deaths
for this report are based on the 1965-70 Male Basic Tables and on the
1965-70 Female Basic Tables for the experience submitied by sex. The
1965~70 Combined Basic Tables were used for the small volume of data
submitted for the ultimate experience that was not separated by sex. War
deaths were excluded from this expericnce.

PART A: TERM CONVERSION EXPERIENCE

Part A presents term conversion experience relating to three of the five
sets of rates that are required under the formulas given in Appendix 11
as a basis for measuring the present value of extra mortality costs. These
three sets of rates include conversion rates. lapse rates under converted
policies, and mortality rates under converted policies. The Committee
believes that suitable data tor the two remaining rates required to measure
the extra mortality costs (namely, the persistency rates applicable to the
period prior to the date of conversion and the mortality rates thereafter
for standard nonconversion policies) may be obtained from company ex-
perience or from published sources.

The four categories of term plans that were studied in the prior reports
were once again studied this time, namely. plans automatically convertible
within ten years, renewable term plans, decreasing term plans. and all other
identifiable term plans. which consist primarily of other level term insurance
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plans. The same two types of major conversion groups were once again
analyzed—conversion group | for conversion policies issued prior to the end
of the conversion period and conversion group 2 for conversion policies
issued at the end of the conversion period.

A(l). Conversion Rates under Term Policies

The definition of the conversion rate given in Appendix Il expresses
this rate as a function of three variables: issue age of the term plan,
conversion period, and duration at conversion. For the purpose of this
study. however. the assumption was adopted that conversion rates for
each of the two major conversion groups would depend primarily on one
variable—the attained age on the date of conversion. In order to test this
assumption with respect to the degree of the conversion rate dependence
on both (i) attained age at conversion and (ii) duration at conversion,
companies were asked to report their experience by attained-age groups
each separated into two duration subgroups: conversions effected during
the first seven policy years and those effected thereafter. The data for the
conversion rate experience were furnished by the companies on Report
Form No. | as shown in Appendix 1.

Unfortunately. only two companies were able to supply conversion rate
experience and one of them could only supply aggregate data by attained
age. Therefore, it was not possible to present the analysis of data by
conveision group, category of term plan, and duration subgroup, since
the analysis would have been based on the limited experience of only one
company.

Table 1 presents a summary of the aggregate conversion rates based on
amounts of insurance as reported by the two companies. The total number

TABLE 1

TeRM CONVERSION RATES BY ATTAINED AGE Al
CONVERSION™

(Based on Amounts)

Attained Age Aggregate Number of
. Conversion .
at Conversion Conversions
Rate

15=24 0. ..o 3.8% 4,022
25-34 4.6 25,063
R P 6.0 25.720
A5-54 ... 7.8 14,324
S5and over. . ... ... .. 7.7 3.461
Total ... . ... . 5.6 72.590

* Based on the experience of two contributing companies.
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of conversions contributed was 72.590. The exposure used to obtain a
particular rate shown in Table | was estimated from each company's actual
number of conversions and the related conversion rate, which was sub-
mitted on an amount basis.

The rates shown in Table 1 suggest a tendency for rates to increase
with attained age up to the 45-54 age group. Conversion rates for the
1971~78 study period are higher than those shown in the Table 3 Summary
of the 1966-71 study.

A(2). Lapse Rates under Converted Policies

The definmition for the persistency rate used in formula (2) of Appendix
I1 assumes that the corresponding lapse rate for a conversion policy arising
from a particular term plan type is a function of tour variables. The 1961~
60 lapse study for conversion policies suggested that the use of tour variables
may be an unnecessary refinement for practical purposes and that the s
sumption might be made that lapse rates would depend primarily on only
two of these variables. namely, age at issue of the conversion policy and
duration measured from its issue date. provided that the conversions at the
end of the conversion period are separated from the earlier conversions. The
cost of conversion. furthermore. would appear to be much more dependent
upon conversion rates and the associated excess mortality rates under con-
version policies than upon the general level of lapse rates. Because of these
considerations, the Committee decided for the purpose of this report to con-
tinue the simpler two-variable lapse rate assumptions distinguishing between
conversion groups | and 2.

The data for the lapse experience were furnished by the five companies
listed in Appendix IV. The total exposure was 1.993.607 by number of
policies and $30.5 billion by amount of insurance. There were 76.572
lapses with a total of $1.3 billion of insurance.

Tables 2-7 were prepared in a form that continues the experience shown
in Tables 5—10 of the prior lapse study (see p. 138 of the /973 Reports).
The results, as before, are analyzed by number of policies and amount
of insurance for the two major conversion groups as to time of conversion.
In the case of conversion group 2. analyses were also prepared by type
of conversion privilege (i.e., the interval between the end of the conver-
sion period and the end of the term coverage). Subdivisions of the ex-
perience for term plan groups are given also tor sex. for type of under-
writing of the original policy (i.e.. medical or nonmedical). and for type
of contract (i.e.. policy or rider).

A2 1 GENERAL COMMENT ON RESULTS

Table 2. which was prepared to summarize the experience for all types
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of term insurance plans combined. shows the lapse rates experienced on
attained-age conversions when duration is measured from date of con-
version. The results are shown separately for conversion groups 1 and 2,
that is, for policies issued prior to the end of the conversion period and
for policies issued at the end of the conversion period. Furthermore. the
data were subdivided into select (first fifteen years after conversion) and
ultimate (durations 16 and over) experience.

The overall lapse rate was 3.8 percent by number of policies and 4.4
percent by amount of insurance. During the first fifteen years after con-
version. the rate was 4.5 percent by amount of insurance. The rates during
the select period generally showed a decrease by duration, the rates by
amount for all ages combined varying from 6.7 percent for duration 1 to
3.0 percent for durations 6-15. For durations 16 and over. the overall
rate by amount was 2.2 percent. The rate was 1.8 percent for attained
ages under 50. and 2.7 percent for ages 60 and over.

Duration 1 lapse rates by amount decreased sharply with increasing age
from 11.4 percent for ages 15-24 to 3.9 percent for ages 55 and over. For
all select durations combined. the rates by amount ranged from 7.0 percent
for ages 15-24 to 3.1 percent for ages 45-54.

The overall lapse rate by amount of insurance for conversions prior
to the end of the period during which conversion was permitted was 4.6
percent. whilc the first-year lapse rate was 6.8 percent. For conversions
at the end of the conversion period the lapse rates were 2.6 percent and
4.0 percent respectively.

For plans converted at the end of the period during which conversion
was permitted. the first-year lapse rate by amount was 4.6 percent when
conversion was permitted until the end of the term coverage. 6.0 percent
when conversion was permitted only unti} from one to three years prior
to expiry of the term coverage. and 2.6 percent when conversion was
permitted only until four years or more prior to expiry of the term coverage.

The first-year lapse rates by amount of insurance for individual com-
panies ranged from a low of 4.2 percent to a high of 9.0 percent. and the
overall rates ranged from a low of 3.0 percent to a high of 5.5 percent.

A2 21 ANALYSIS BY TYPE OF TERM INSURANCE

Tables 3 and 4 analyze the lapse rates for the four types of term insur-
ance, with three of the types being further subdivided according to whether
conversion took place at or prior to the end of the conversion period. A
separation for the rencwable term plan category for the two conversion
groups was not prepared because of the small volume of data for con-
version group 2.
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AGE AT DukatioN Prior o End at End Total Prior to End at End Total
CONVERSION FROM of Period of Period of Period af Period
CONVERSION
No. of Rate by | No.of | Rateby | No. of Lapse Rate No of | Ratebhy | No of | Rateby | No of Lapse Rate
Lapses Amt Lapses Amt Lapses No Ami Lapses Amt Lapses Amt Lapses No Amt
Select— Continued

All ages . ..... . I 15,170 7.4% 332 2.4% | 15.502 ] R.2% 7.2%¢ 2,234 | 5.0% 34 | 3.9% 2,548 | 5.29% 4.9%

2 6,532 4.6 148 1.7 6.680 | 4.2 4.5 1,509 4.1 187 | 2.1 1,696 | 3.6 18

3- 5 9.029 35 402 1.8 9.431 2.9 14 3,697 | 4.6 481 2.5 4178 1 3.2 44

6-15 4.467 2.6 221 1.7 4.688 | 2.1 2.6 S.518 30 848 | 2.2 6.363 ] 2.2 29
Total 35,198 4.5% 1 1,103 1.9% | 36.301 4.1% 4.4% | 12,955 | 3.9% 1.830 | 2.5% | 14.785 | 2.9% 3.7%

Ultimate
Attained ages:

30-49. ... 14 1.7% 0 0% 14 1.3% 1.7% 297 1.9% B! 8 3081 1.5% 1.8%%

S0-59..... ..ol 52 1.4 0 A 52 1.3 1.4 767 1.7 9K 1.7 865 | 1.5 1.7

60 and over | ... ... .. 64 2.1 0 0 641 2.8 2.0 1.313 2.6 379 | 2.8 16921 2.6 27
Total 130 1.6% [V} 0% 130 1.8% 1.6% 2,377 217 488 2.4% 2865 | 2.0% 2.1%
Grand totalf .......... 35,328 4.4% | 1,103 1.9% | 36.431 4.0% 4.39% | 15,332 3.6% | 2.318 2.5% | 17.650 | 2.7% 3.5
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Of the 2,258 lapses on conversions issued at the end of the conversion
period when conversion was permitted until the end of the term coverage,
only 544 were lapses from policies providing automatic conversion within
ten years.

This group experienced the highest lapse rates with an overall lapse
rate by amount of 6.2 percent, as compared with 4.4 percent for all plans
combined. and a first-year lapse rate of 8.6 percent, as compared with
6.7 percent for all plans combined.

For all durations combined for each type of term insurance, lapse rates
were lower for policies converted at the end of the conversion period.

A2.3) ANALYSIS BY SEX

The analysis by sex given in Table 5 shows that female lapse rates by
amounts generally were higher than male rates. with differences not vary-
ing much by age or duration. During the select penod the female rate was
4.8 percent, compared with 3.7 percent for males: during the ultimate
period the female rate was 2.5 percent. compared with 1.8 percent tos
males. In contrast. the 1966-71 study indicated temale rates generally
were fower than male rates,

A2 4. ANALYSIS BY TYPE OF UNDERWRITING

The analysis of lapse rates for medical. nonmedical. and paramedical
business given in Table 6 shows a first-vear lapse rate by amount of 7.1
percent for paramedical issues, 4.0 percent for medical issues. and 6.5
percent for nonmedical issues.

A2.51 ANALYSIS BY ORIGINAL POLICY AND RIDER FORMS

A comparison of lapse rates on conversions from term policies and term
riders given in Table 7 shows that. in general, conversions from the policies
included in the *"all other identifiable term plans™ group have a higher
lapse rate than conversions from the term riders in that group, the duration
1 rates being 6.0 percent for policy conversions and 3.6 percent for rider
conversions and the overall rates being 4.2 percent for policy conversions
and 2.9 percent for rider conversions. In contrast, conversions from the
policies included in the “‘decreasing term plans™ group had a lower du-
ration 1 rate than conversions from the term riders in that group.

AL2.6). COMPARISON WITH THE 1966-71 5TUDY

Table 8 compares aggregate lapse rates shown in Tables 6 and 7 of the
1973 Reports with those derived from the present study. In the aggregate
the lapse rates for the current study are shightly higher than those shown



LaAPSE RATES FOR TERM CONVERSIONS BY SEX,

TABLE 5

ALL CoNVERSION CoDES, TERM PLANS,
MEeDiIcAL AND NONMEDICAL, PoLICiES AND RIDERS COMBINED

MacLe FEMALL
DURATION
AGE AT FROM Lapse Rate Lapse Rate
CONVERSION Con- No. of No. of
VERSION Lapses By By Lapses By By
Policies Amount Policies Amount
Select
15-24 ... ... 1 2.397 11.1% 11.2% 867 11.2% 11.9%
2 1.168 | 65 7.0 413 | 73 7.1
3- 5 1707 | 4.1 4.5 441 | a4 5.3
6-15 1655 | 3.1 3.4 195 | 3.4 3.2
Total 6,927 5.2% 5.8% 1.916 6.6% 7.3%
25-34 L 1 10,899 9.3% 8.7% 1.649 7.8% 7.8%
2 5,338 5.4 5.3 902 5.6 5.8
3-5 8.615 3.8 4.5 1.060 39 4.8
615 8.920 23 27 497 27 32
Total 33,772 4.1% 4.7% 4.108 5.0% 5.6%
S-a44 ... 1 6.883 6.2% 5.4% 877 6.1% 5.9%
2 3.194 3.1 32 3192 34 3.5
3-5 7.470 2.8 35 679 2.9 3.9
6-15 10,130 1.8 23 588 2.4 33
Total 27,677 2.7% 3.2% 2.536 3.4% 4.19%
45-54 ... ... 1 3.290 4.7% 3.7% 419 5.8% 5.1%
2 1,530 2.3 2.6 191 32 4.0
3-5 3.786 2.2 3.0 380 29 3.7
6-15 5815 2.0 25 412 28 3.0
Total 14,421 2.4% 2.8% 1,402 34% 3.8%
55 and over... .| 1 721 3.9% 3.6% 102 6.6% 5.3%
2 414 2.4 3.1 35 2.7 2.1
3-5 1.010 2.4 3.0 93 33 3.6
6-15 1,719 3.0 33 104 3.5 4.9
Total 3.864 2.9% 3.3% 334 3.9% 4.1%
All ages ....... 1 24.190 7.1% 6.4% 3914 T 4% 7.2%
2 11.644 39 39 1.933 4.8 4.8
3-°§ 22.588 3.0 37 2.653 35 4.3
6-15 28.239 201 2.5 1.796 2.7 33
Total 86.661 3.2% 3.7% 10.296 4.49% 4.8%
Ultimate
Attained ages:
30-49 ... 0 L 1.132 1.4% 1.4% 34 2.6% 3.5%
S0-59 . ... 3.097 1.3 .4 72 2.3 2.5
60 and over .| .......... 4.859 2.4 2.4 115 2.6 2.2
Total 9.088 1.7% 1.8% 221 2.5% 2.5%
Grand total{ .......... 95.749 2.9% 3.5% 10517 4.3% 4.8%
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in the prior report except for the category “all other identifiable term.”
However, there is no consistent pattern by duration. The total exposure
by amount of $30.5 billion shown in Appendix IV was 37 percent higher
than that for the prior report. while the total number of lapses (76.572)
contributed was 22 percent higher.

TABLE 6

L.apsk RATES FOR TERM CONVERSIONS BY TYPE OF UNDERWRITING, A1t CONVERSION

Copes. TERM PLANS, Mat e anD FEMaLE, PoLiCiEs aND RIDERS COMBINED

{ (1 k- MEDICAS ! NONMEDIC AL Par st e an
R TN + i
AYHTIES { apse Rate Lapse Rate Lapse Rane
ot 1B tors POTERM NG o § Na ot Ne oo v
Lo L ipaes Ky By Lapees By He [ apen By B
PAERSON FPehvios ~\mmmvl Pohoes . Ameuat o | Amoa 1
Selece
: - . - e e : .
AR . | o N 7R 6 9 e w o v o
b f6 i S In [ N | L D N
b H - 1K o N 1 - 1 ~
S RN P 3.9 L L s il ©
. | .
b : EL2 4 I 147N < | - W T
ARTER i [ e Lo s G | 1#6 Hose o fy RUA ENES N
? 61" R Y ney 16 AN 1% [ o
EEEE AN I EX] 1364 1 sy WA g
i [ 3082 | 2.2 1420 M) 2h a v o
i i
! Total 6,917 T 2.4 3 4704 s 1.0 6bs 0 6RO TN
EARESY 1 1.035 3.0 A ok 1.0 204 AT SN
2 TRY 22 22 248 it Kb 4.8 LR
s T h] 13 491 RO o0 TN s
[N 1,580 15 20 668 20 z 0 a N
foral & 9te 1.9 26 1,728 220 26 T’ 185 A S22
L
LARE! 1 | s14 28 | 2y Sh | 1T o e PIETE B
2 ! 452 20 20 EN 29 e 11 < S22
ok ! HENE] Rl A : Y > [ v 32 15
[ o260 Ty 23 . Yy [ [T > It ¢ [ o
torad | <w | 2y R EEFIE T R 129 ] s <
SSand over | 147 P 30 N 1A LI 3 [y S
2 116 24 8 1 [ 4 1 R 2
s 40 26 29 4 hNY <8 2 ] X1
6ots T2 1 1] < 2K 2 u 0 0"
Totat {.s oy RN A 12 2 Iy 1 6 1
Al ages ! RICT U N 20106 e [ Ty T T
N 2.03% 23 28 126 | 14 El Y <6 Sh
i 6.658 A 14 233 30 R 176 48 4.5
618 10197 .7 22 250K 22 AN 2 1.4 1.
Fotal 22RTS | 2R LN V2 TR 1.216 62 6
i .
Vlbhmate
Attaned ages
30- 40 B (BRI [ 12 1807 14 o ney (1
SH-Sy 2090 1.2 1 162 16 1< [t [ ]
6 and oy 1,838 M 2.4 Bl 20 22 o {¥ 1l
Total 6.442 1.7 187 18 | (I 0 [ o
Grand total 29117 200 Rt KSR LN [87 1 1216 62 63




LapPse RATES FOR TERM CONVERSIONS ARISING FROM POLICIES OR RIDERS
ArL CoNVERSION CODES, TERM PLANS. MEDICAL AND
NONMEDICAL, MALE AND FEMALE COMBINED

TABLE 7

CONVERSIONS FROM DECREASING CONVERSIONS FROM ALL OTHER
DuRa- TerM P1ans IDENTIFIABLE TERM PLANS
AGE TION
AT FROM Policies Riders Policies Riders
CONVERSION Con- N
VERSION No. of Rate by No. of Rate by No. of Rate by No. of Rate by
Lapses Amount Lapses Amount Lapses Amount Lapses Amount
Select
15-24 1 191 14.2¢¢ 828 14.5% 221 12.0% 130 5.85%
2 86 8.7 %) 0.4 i3 7.3 82 7.8
3-8 91 6.8 308 5.0 t60 4.5 127 s
6-15 30 4.6 110 4.8 138 39 158 38
Total 398 9.4% 1.636 9 1% 632 6.3% 497 S5
28- ! 1.287 8.4%¢ 4.966 9.8 588 7.8 523 S0
2 627 59 2,356 74 359 6.5 365 39
3-8 708 4.4 2.447 4.2 641 6.3 982 4.7
6-15 160 3.9 1.0%6 RV 687 s 1.399 2.6
Total 2879 5.9% 10,908 5.9% 2274 5.5 3.239 367
35-44 1 889 5.8% 4.087 6.8% 3 4.5¢ 354 3.0%%
2 398 4.1 1,549 36 219 5.0 237 21
3-8 684 3s 2,677 32 565 5.2 818 s
6-15 312 3.2 1.394 23 777 16 1.557 2.5
Total 2,283 4.2% 9.707 3.8% 1.879 4.4% 2.966 2.8%
45-54 1 610 4.1% 2.069 4.9% 187 544 121 2.1%
2 267 2.7 730 23 144 34 82 1.1
3-8 472 27 1,502 2.6 339 4.2 343 26
6-15 284 26 847 1.9 305 29 695 2.4
Total 1.633 3.0% 5,138 2.8 1178 3% 1.241 2.3%%
55 and over 1 233 3.8% 343 4.9% 68 4.2% 22 1.3%
2 109 20 136 30 52 30 27 3.7
3-8 237 2.4 306 23 135 4.0 69 23
6-18 121 2.7 238 29 265 3.7 164 4.0
Total 700 2.7% 1,020 2% 520 3.87 282 3.2%
All ages . .. .. .. 1 3.210 6.3% 12,293 7.7% 1.379 6.0% 1.150 3.6%
2 1.487 4.2 5,191 4.6 887 5.0 793 26
3-8 2,189 35 7.240 14 1.842 5.1 2,309 37
6-15 1,067 3.2 3.682 2.4 2372 34 3.973 2.6
Total 7.893 4.3% 28.406 4.4% 6.480 4.5% 8.225 3.0%
Ultimate
Attained ages
30-49 . . L 0 0 14 1.7% 114 2.0 194 1.77%
S0-59 ... . . 0 .0 52 I 4 373 1.8 492 1.5
60 and over .. .| . 1 1.5 63 21 762 2.7 930 2.7
Total 1 4% 129 1.7% 1.249 2.3% 1.616 2.0%
Grand total . | . 7.894 4.3% 28.535 4.47% 7729 4.2% 9.841 2.9%
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TABLE 8

TERM CONVERSION EXPERIFNCE
COMPARISON OF LAPst RATES WiTH EXPERIENCE FOR 196671

{Based on Number of Policies)

ORIGINAL TERM PN
Poricy YEak ExprrieNct Automatic level Al Other
PLRaTios Prrion Canversion Renew able Decreang Wentifiable
within N Term
10 Years Term Term
| {I‘)7l—78 R.7% (.07 R.2% 820
"""""""" 196671 14.6 R 6.4 59
5 {IQ"I—/X S22 7 4.2 36
"""""""" 1966-71 ! 4.7 1Y 3.7 37
s {l\)/!“m 4.5 R P2 32
’ L1966 1w R ;2 20
T 1 {1911\ 4.2 P27 C AR
o 196671 2N 24 2z 1A
6 and over {‘9 e 02 I¥ 20
196674 26 il L 2o
ol [T 5.9% 39 400 A
PooLionG .7 4 i 3.8 1R

*Fewer thun ten I;mw\

AL3). Mortality Rates under Converted Policies

The definition for the death rate used in formula (2) in Appendix 1l
assumed that the death rate tor a conversion policy arising from a par-
ticular term plan type is a function of four variables. However. the Com-
mittee requested data that might be used under the broader assumption
that the death rates for cach category of experience would depend pri-
marily on only two of these variables—the issue age of the term plan and
the duration measured from its issue date, provided that the conversions
at the end of the period are separated from the carlier issuces,

The data for the death rate experience were tfurnished by the five com-
panies listed in Appendix IV. The total exposure was 1.929,367 by number
of policies and $29.9 billion by amount of insurance. There were 10,522
death claims. totaling $124.279.000. Tables 9-16 were prepared in a form
that continues the experience shown in Tables 1219 of the prior mortality
study (see p. 151 of the 1973 Reports).

The results are analyzed by number of policies and amount of insurance
for the same categories given before: major conversion group (conversion
at or before end of conversion period). type of conversion privilege (du-
ration from end of conversion period to expiry). term plan group. sex.
type of underwriting of the original policy. and type of contract. Duration
is measured from issu¢ of the original term policy or rider. The 1963-70
Basic Tables were used as the basis for expected deaths. In addition,
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Tables 17-24 were prepared in a form identical to Tables 9-16 respec-
tively, but duration is measured from the conversion date. The Committee
had hoped to obtain contributions from additional companies unable to
contribute data based on the date of issue of the original term policy or
rider. Two additional contributions were received. but both were subdi-
vided only by sex. Hence they are included only in Table 22.

The data for the death rate experience subdivided only by sex and with
duration measured from conversion date (Table 22) were furnished by the
five companies listed in Appendix IV. The total exposure was 1,929.367 by
number of policies and $29.9 billion by amount of insurance. There were
10.522 death claims, totaling $124.,279.000 of insurance.

A H, GENERAL COMMENTS ON RESULTS

Table 9. which summarizes the experience for all term plans combined,
shows mortality ratios for attained-age conversions with duration mea-
sured from the issue date of the term policy or rider.

The overall mortality ratios were 97 percent by number of policies and
94 percent by amount of insurance. During the select period. the ratios
by amount for the various issue-age groups ranged from 92 to 114 percent.
The ultimate mortality ratios by amount for attained ages 30 and over
showed a narrower pattern. ranging between 79 and 91 percent.

For policies converted prior to the end of the period during which
conversion was permitted. the overall ratio by amount was 93 percent,
as compared with a value of 102 percent for policies converted at the end
of the conversion period.

Mortality ratios on an amount basis for individual companies are shown
below.

I CONVERSION PRIOR TO CONVERSION AT
CoMPANY ExNp or Prrion END o Prrion
Sclect Uhimate Sclect Ultimate
A 95 97% 118% 10457
B ... 77 68 *
Coo 67 82
b 125 105 L6 129
E oo 102 75 97 90

* The ratio is not shown because it is based on fewer than ten claims.

A2 TERM PLANS PROVIDING FOR AUTOMATIC CONVERSION WITHIN
TEN YEARS

Table 10 shows the mortality experience on conversions from term plans
which provided for automatic conversion within ten years of original issue.
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TABLE 9

MoORIALIIY RA110S FOR CONVERSIONS OF At Tt R PEans COMBINED
Mate AND Frsai e, MEDICAT . NONMEDIC AL, AND Parasmt Dicat . Poricirs ann Riners COMBINED

DURA-

CONVFRSION PRIGR

1o Enp or Prriop

CONVERMON AT PND OF Comvtkatos Prrio v

(AT B R AR

CORNVERSION Prkian ant b or Tirs ConTrsar o

BrIwiEN LIND Oof

Tora:
HION . Y A [ .
Issin Raulio 8 Years -3 Years Ohver 3 veaes Unhnown Total
AGt FROM No. of DT —
TERM Actual No. of Ratae No. of Ratio Nu. o No ol Ratio Na. of Ratio No. of Ratio
InSUr e Now Amt. | Actual Actual Akt Actual T Actual Actual
Deatha | Noo AL A peaths | Noo | AmU | Deaths Deathy] No { Amt Ipeathe| Noo | Amt | pegths| No 1 Amt.
15-23 -3 s 1233 [ (L [ i (452 [ @ i I (443 07 0 i [ 1S 96T 10477
4.5 42 PH 0 (i 0 i) [¢] i i & o [§} (i} 1] 0 42 82 91
f— 10 82 L 3 %] ) 0 1" 0 N 1 0 i 3 s6 hE} 8S 9] 94
1 1S 76 1 138 122 3 126 137 4] o O ! ¢} " u S 223 &1 133 131
Totali 238 10277 | o1y - LU RR77 o [ [Hd H ”n AT ¢ [ 124 b RO | 1297 283 | 1017 | 1029
25-34 -3 69 91 2500 0 i [t [§] 0 W 0 [ [ i@ o [E4 0 (123 i 69 9ior | 127%
4- 5 113 ] 102 105 O [} o [} 5] o o 4 (i} i 4] \] [\] 0 0 13§t 104
b 10 3w} 1o 101 13 127 21y 4 24 b 3 156 ) o it O 20 | 149 279 389 |2 110
11-18 467 | 1LS 16 A ws 108 18 213 p 12 12s 173 { 3] 4] 48 | 124 144 SIS | 116 1%
Total 9B 1 11077 1107 kE} 18597 1574 9 2295 | 4180 t5 12607 18247 0 (L4 ¥ 68 1307% 1897 1,08 | 1117 11457
1844 -1 T 1207 KR il o ) (L84 O o (612 {r 3.2 [ " (13 i [ 0 0% 70§ 1209 -3 363
4- 5 148 § 103 10 0 0 [t o 0 [t 0 it i1 i 0 [{} 0 [} 0 148 | 103 H ]
H—10 622 104 R 16 7 AN 6 9N Kl v 4 16t 0 ! 1} 0 3 BS 77 653 | 102 96
11-15 HIR 112 36 RS B n 9t 67 W i 0 [}l oh w9 R¥ 973 | 107 109
Totall £.717 | 107% 10277 <2 K2 ¥ 2% 92 T 47 1] oy (5.2 127 EAMG B3% 1.844 | 1069 | 1017
4554 1- 3 62 F 10057 A7 i [ 0 [ [t 43 0w 0 b [l 0% 0 0% 0% 62 | 9% 1 W%
E 149 ] 112 122 1 ERN Yt i\ " i i i 3] 1} 428 757 150 ] 13 127
H-10 S50 1102 &8 1 [33] e 10 949 g J t b 4] IR 82 77 SEE | 100 7
{1-1s S18 101 7% 24 L1 9 44 118 138 A K 3 32 3 98 96 s 613 | 100 B2
Towalf 1.276 | 102%% 9 41 EA [1R5E3 3 Hi4e7 (A RIS iy LEANs NE¥FT i AR A 137 Y29 10377 1,413 | 1o 92%
i 4 L
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TABLE 9—Countinued

CONVERNSION PRIOR

ConviRSION AT END oF CONVIRSION PERIOD WITH INTERVAL 81 TWELN END Of

CONVERSION PrrRIOD AND END 0F TrrRM COVERAGE OF

DURaA- 10 Fnnooy Prrion Tot s
TTON y
issul Ratwy O Years b3 Years Over 3 years Unknown Total
FROM |y .
At . No.of
TERM | aal No. of Ratio No. of Ratio No. of Ratio Nu. of Ratio No. of Ratio No. af Rutio
ISt Iy athal Noo Amt | Actual Actna) Actun] Actial Actual Advtual T
Deatha] No. | AMU A Deathy | No Amt. Deathy | No. ]’ Amt I peaths | No |i AmL  Deathy | No I A peaths | Ne l At
Scelect—Continucd
S5 and over -3 16 745 6708 0 (L2 07 i\l (127 [ 1 66677 3745 Q o o 1} 4257% w7 17 78 H6HCF
4- 5 62 | 147 109 4] 0 0 i 199 M 0 Q 0 o ] 0 e 20 63 | 146 107
6-10 144 | 112 k.t 4 72 96 7 H 63 9 62 7l 1 M 4 M 76 76 16s L os 43
1-1Is 97 | 127 172 3 46 17 i3 13 77 1 154 [EX) i 57 a2 271 1y 66 124 [ 123 153
Total MY |y 108G 7 57% 637 21 1255 3 20 947 /70 N 6ls 29 S0 Y Rt 369 | 1147 1047
All ages -3 AN 997 96" 0 0% 0% 0 [ 09 ! 27 R 0 1. (b4 | g N T 253 99 957
4- 5 Sid4 | 107 109 1 146 927 ) 184 29 O [t 0 0 0 4] 201209 445 516 | 107 g
6-10 1737 | 14 94 52 92 94 27 12 133 LX) To 9s I 67 33 3 87 [14] RS0 | 10 C
11--18 2,032 1 os 106 88 87 89 94 119 12 &R ([N 20 4 172 73 2741103 103 2306 | 1Y 106
Fotalj 4.538 10677 1007 141 899 98 122 W7 | e 122 9177 TR S f2650 ARt 39 R 10477 | 4.925 | 10677 10177
Ultimuate
Attained ages: ‘
30-39. ... 28 117 1024 4] [LEs 0% 1 0et (13 N 1234 ST ¢l (1 o N b 217 271 1087 By ;
40-49 48R 1107 91 n 6 7 24 21 1o 40 R4 toy Q 0 4] &6 Ri 91 5741102 91
50-S9 1.448 90 LE] 140 87 Ay 86 99 H4 132 93 Ho Q 0 0 KAL) 92 100 LROG L 90 86
60-69 L . 1,578 89 B3 282 88 B8 125 88 [RES 06 101 104 2 [ 49 18 90 97 2090 ¥y 36
70-79 620 83 " n7 . 94 K4 127 140 13 &9 126 ] o 0 314 97 s 934} 88 79
RO and over 106 gQ 6O 56 93 142 4 1H s a a ¢} a 0 0 &~ 94 136 1661 91 81
Total| 4,262 KA BRI n7 #70e 94% 23 1097 | 1187 293 94 | 10877 2 Ritid RE AR I IR KA QI | 101 | 597 9t% bt
Grand total ..o 8,797 LIKe 93 858 87 985 445 10577 1187 415 947 10877 7 7977 450 1,725 93¢ 102% | 10,5822 97 9447




TABLE 10

MORTALITY RA1108 FOR CONVERSIONS FROM TERM PLANS
PROVIDING FOR AUTOMATIC CONVERSION WITHIN 10 YEARS
MALE AND FEMALE, MEDICAL, NONMEDICAL., AND PARAMEDICAL .
Por1cies AND RiDERS COMBINED

CONVERSION PRIOR To END

CONVFRSION AT END OF

Dura- Fatal
Th Rt O~ OF PERIOD PeRIOD
Issue FROM No. of Ratio No. of Ratio No.of Rativ
At Tera Actual Actual Actual
Issuy Deuths No. } Amt Deaths No. Amt Deaths No Ami
Select
T - 3 13 66T | 80T 1} 0re 0% 13 6677 1 BOY
3-8 6] 6s |77 1 o 0 0 16 1 6s |77
6-10 17 070 0 65 . 3 | &8 K1 00, T2 67
{1-15 0 0 4} ‘ | 27 47 1 AL, 12
fotal | 46 | e6cri 720 4 [roas ] T s e, |
AR 1- 3 19 T IR 0 (0 [ 19 TRy
4~ 5 19 68 TS 0 4] ¢ 19 6H3 78
610 Rl S T e N 1 A R R 2RO 93
(RN ] 6 i6 | K4 11K 2 S A4
ol 6t | 717 970 T L [ 145E L e8| Ta Lol
3544 1 |- 3 14 1140 T2 Q [V 00 14 | Hld 720
4- 3 19 67 02 0 0 V] 19 67 102
610 29 73 49 4 49 35 33 69 47
11-15 8 [127 91 RER R 7 1 {126 st
f Total T00 ] 8IGr L 73ee] 7 eete | 41| 771 7990|706
4584 1- 3 & 6807 1287 0 [ 0cs ] 6B 12877
4- 5 10 49 54 Y} 0 0 10 49 54
610 19 62 66 7 122 80 26 2 68
1115 34 1260 1 90 |22 4577 |10
Total | 40 1 605 | 77D 8 |17 74| 48 L 68| Te%
55 and over | 1- 3 2 417 ; 197, 0 00 0 ¢ 2 1 197
4- 5 12 1187 92 0 4] 0 12 0157 92
610 o132 a7 1 57 12 12 119 59
11-13 Y] 0 0 0 0 V] {) 0 (
lotal 25 1119% 627 | 447 1077 26 | 11207 | Sys
All ages. . 1- 3 S6 767 U A1 0 077 0 56 760 1101
4- 5 76 6Y 80 y] 3} [\ 76 6y 80
6-10 98 74 63 21 87 71 119 76 65
t1—15 12 82 82 106 6Ss 18 89 78
Total 242 737 IR 27 90, | T0%F | 269 TR TR
Ultimate
Attained ages:
30-39 .. R (0 0% 0 4] 077 0% 0 (V07 (11
40-49 . 0 0 0 0 0 0 0 0 1]
SO-89 0o 2 1502 1.359 0 0 0 21240 IR14
60-69 ... . 1] 0 0 1 TR7 KE1 1200 202
70-79 .. ... 0 1] 0 0 0 () ) 4] ]
Total 2 120217 7077 I L7 | 917¢ 3| 1S87 4397
Grand total| ... ... 244 747 7977 28 9170 710 272 7500 795
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For policies converted at the end of the conversion period (for which
there were only twenty-eight deaths). all the data were coded as indicating
that conversion was permitted until expiry of the term coverage. The
overall mortality ratio of 79 percent by amount was considerably lower
than the 94 percent in Table 9 for all term plans combined. Only two
companies contributed to the category.

A(3.3), RENEWABLE TERM PLANS PROVIDING
ILEVEL AMOUNTS OF INSURANCE

Table 11 shows the mortality experience on conversions from renewable
term plans that provide level amounts of insurance. The overall ratio of
78 percent by amount was also considerably lower than that for all term
plans combined. Very httle experience (nincteen deaths) was submitted
for the select period for conversions at the end of the conversion period.

A3 41 DECREASING TERM PLANS

Table 12 shows the mortality exeperience on conversions from decreas-
ing term plans. This category showed the highest mortality of any of the
categories studied, the ratios by amount being consistently over 100 per-
cent, with an overall average of [17 percent.

At3. 51 ALL OTHER IDENTIFIABLE TERM PLANS

Table 13 shows an overall mortality ratio by amount of 91 percent for
conversions from all other identifiable term plans not included in the three
categories discussed above. Five companies contributed to the category.
with individual company ratios by amount ranging from a low ot 64 percent
to a high of 119 percent.

Mortality ratios by amount were 88 percent for conversions prior to
the end of the conversion period, compared to 104 percent for conversions
at the end of the conversion period. the latter experience being subdivided
by type of conversion period. for which the ratios range from 97 percent
to 126 percent.

A3.6). ANALYSIS BY SEX

Table 14 shows a comparison of male and female mortality. The overall
ratio by amount for females was 78 percent compared with 88 percent for
males. By number of policies. the overall ratio for females was 92 percent
comparcd with 93 percent for males. Only 447 deaths. or about 3.3 percent.
of the total were female lives.
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TABLE 13—Continued

CONVERSION PRIOR

ONVERNON AT PND OF "ON RSION RiaD WITH INTERV AL
¢ t Convy Py 1

BETWIEEN END 01

130 Rk 1o Exo or Perion CoNytRSION PERIOD AND END o TrRM CoviRAGE OF Fort e
It ry T1ON ) T -
Ratio O Years 13 Years Over X years Uinknown Total
Inst 1 (RO
No. of
A [NLSS Actual No. of Ratio No. of Ratio Nao. of Ratio No. of Ratio No. of Ratio No. ot Ratio
Bt A heathe Now Amt. | Actual Actual Actual Actual Actuat Actual
Deuths| No. Amt | peaths! No AmML | Deaths| No AML | eaths| No Ami | pDeaths | No Amt. !)-:ulhx[ Na l Amt
Select—Contrinecd
S8 nd over -3 4 12375 4207 ¢ or o [ i (G { Ry K 1] W [ f S91°7 {61 Al (9657 4207
4- 8 (&) 182 207 [} 0 Y i 4] 0 o 0 0 o [t " o 0 [ 13 i67 191
b0 4 102 12 K] T 137 1 128 To (1] 0 0 | 97 R 7 L Y6 31 H [IC]
=18 49 138 (Lt 1 b 20 bl 185 1 O o Q | 0 LDl 12 o a9 al [N thd
Totul 100 | 1277 1477 6 624 ¥207 1t 1877% O i LRI hiRd 2 77 a0 20 967 66" 120 1 12077 138y
Al ages -3 i3 Y107 97 0 0 oy 0 0 (U3 i T93G RT3 [} 0% 101 1 SIR 274 34 93 b
4- 8 kL 91 121 | 146 427 il Q 0 0 4} 0 0 i 0 i 78 464 71 X 127
6- 10 328 Wy A9 3 95 113 14 146 153 ! 135} bR ! 9 38 Fang 119 REAN I 92
f1-15 540 96 107 R1 RS 9i 34 02 W2 L 79 %7 2 123 56 RY 98 663 Qs s
Total 97y 9 9R7 13 RR'7 1087 48 [N 122 12377 K 97 817 3 1077% 449 94r 10047 1.143 ERi HLUES
[~
F
Ultimate
b
Altained ages
RITEE 3 17 4977 O W [ 0 o 07 0 o o 0 (112 [ 0 o 07 4 L R
049 19y &6 K2 21 Ss T3 b 101 91 7 72 {28 0 0 0 R 66 RS 138 R 81
Sh- 59 . 694 79 RO (R L ¥ 91 49 106 122 RE] 112 15K o 0 0 220 94 104 914 A2 RS
6069 1.00% ®7 &7 X1 233 bt LR 93 122 4 105 o9 o O o 312 Ll 97 1.420 BB He
TH-79 . S08 84 73 MES ) 94 70 130 IS8 172 9 12% 0 ] [\l 299 Y7 7 RO Lty 83
R0 and aver 104 4 ik 56 93 14277 4 151 ) 4] O O 4] i} 4] 60 95 1440 164 98 RS
Totaly 2.514 v 7 ROOT T3 BRI Y4y 287 H RS 12K QO HAA e 1250 0 [V o 1.030 a2 10377 1 3,544 RO R6TE
Grand total 3488 X7 RR7 K26 7% g7 268 0777 12677 HOR 10042 f157% 3 977 337 1.202 9274 1049 | 4.687 334 91




110 COMMITTEE ON MORTALITY—ORDINARY
A3 ANALYSIS BY TYPE OF UNDERWRITING
Three companies were able to split their data between conversions from
term policies originally issued medically. those issued nonmedically, and
those issued paramedically. Of the total number of claims, 88 percent
were coded as medical, 11 percent as nonmedical, and 1 percent as para-

TABLE 14

MORTALITY RATIOS FOR CONVERSIONS FROM TERM PLAN BY SEX
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EXPERIENCE UNDER TERM CONVERSIONS AND GIO 11

medical. Table 15 shows medical, nonmedical. and paramedical mortality
for conversions from term policies providing for automatic conversion
within ten years, for conversions from all other identifiable term plans,
and for all conversions combined.

For the select period the overall mortality ratio by amount was 93
percent for medical and 96 percent for nonmedical. The 81 percent ratio
for paramedical is based on only twenty-eight deaths. For the ultimate
experience, the overall mortality ratio by amount was 78 percent for
medical and 75 percent for nonmedical.

A(38). ANALYSIS BY ORIGINAL POLICY AND RIDER FORMS

Table 16 relates to experience on conversions from term policies in
relation to that for term riders. Data adequate for comparative purposes
were available only for conversions from decreasing term plans prior to
the end of the conversion period and for conversions from level term
plans with a separation for the two major conversion groups.

Overall mortality ratios by amount were higher for conversions from
term policies than for conversions from term riders. This relationship held
for both the select and ultimate durations only for the conversions prior
to the end of the conversion period, and here the differences between
policies and riders were 3 percent or less. For all other identifiable term
insurance with respect to both policy and rider conversions, the aggregate
mortality ratios were higher for conversions at the end of the period than
for earlier conversions.

A(39). ANALYSES WITH DURATION MEASURED FROM CONVERSION DATE

Tables 17-24 were prepared in a form identical with that of Tables 9-
16 except that issue age is that of the conversion policy and duration is
measured from the conversion date. As would be expected. the mortality
ratios are higher than the corresponding mortality ratios in Tables 9-16,
since expected deaths are reduced.

With the exception of Table 22, Tables 17-24 are based on the expe-
rience of five companies. Table 22 is based on the experience of seven
companies. It is significant to note that the overall mortality ratio by
amount is 91 percent in Table 22. while in Table 17 the same ratio is 111
percent. This reflects the inclusion of just two additional companies.

A0, COMPARISON OF CONVERSION RATES WITH MORTALITY RATES

A comparison of conversion rates with mortality rates is omitted be-
cause only two companies provided conversion rate data.



TABLE 15

MORTALITY RATIOS FOR TERM CONVERSIONS BY

At CONVERSION CODES. MatE AND FEMaLE. Por1cies anp Ripers COMBINED

Pypr ot

UNDERWRITING

TrRrM PLass PROVIDING AUTOMA T . R
Crmer 11 RM POases Al TErM P1rans COMBINED
Dt Ra- CONVTRSION WITHIN 1O Y1 ARS
HoN ; - ) .
“ Medicad Nonmedicad Parumedical Medical Nonmediat Puramedical Medical Nonmedical Paramedical
FROM
Terat Noo ol | Ratwe Noof Rario N of Ratio Nu.oof Ratio | No ot R.tio N oot Ratio | No ol | Ratio | No. of | Ratio | No. of | Ratio
Issuy Actual by Adtual hy Actual by ioActud by A tual [ Aot by Actual by Actual by Actual by
b ¥ 3
Deaths Ame Deaths Amt Deaths | Amt Deaths Amt Deuths AUBY Treathe An Deaths [ Amt. | Deaths | Amt Deaths | Amt
Seheg:
18- 23 1- 3 0 v U o 0 1 0 o 3 L t 13075 [} oy 1 RS | 13077
3- % © i o Y] ) 0 t RE] il Ry it il I 34 s 88 0 0
h- 1 i3 i} | P24 i o f T o ™ " “ [ kit 11 72 QO i}
- o i [} ] [l i 1y 202 e 82 it i 10 202 16 92 8] 4]
Total o e ! Rz 0 (L P o ) ! Twd 17 YR s R2% 1 9%
BANRE) [ il W 1 e i (31 i3 v 4 E [ERE 13 1347 3 IR 4 110%
4- S o o o 1 o o 14 [ Y - (R 14 o8 9 61 bl 158
qodn 4 260 3 ] 3 1 3 104 Bl ' " ke O 2] [0S ¢} 4}
TE-1s Y] 1 0 i 0 (] 118 114 T3 ] @ (BE.3 (RE} 71 98 o Qa
Tatal 4 24N 4] o 0 nee 28 1Oe ¢ 145 “ m 7y 145 937 Yy 1207
IS 94 1- 3 It 1y 4] 14 ] (10 . PRUN 3 H 347 i Y3y k] 14677 4 4495
4- 5 1 IR n i [l (] 4 NT 4 8 103 As 87 4 229 6 102
H- M 6 it i 0 Y] %6 s OK 4 1 XK s 28 96 ] Q
1 os il 0 i} 0 0 0 Ry 104 ] i 0 289 104 39 77 0 Q
Total 37 £ o 0 W 26 YR s i £t <29 YTy 74 Eead 10 61%
45 <4 -1 Q e L [ t 0 Il i 1 o R 1 4747 b oy | 9%
4 < o i it " o [l i HAN N "o “ 14X i 03 2 70 [ [AL.]
6~ 10 s 64y i i 1] [ [EX X 1 X i 1 t49 ™ 4 278 0 0
1418 Qa (i 1 0 1t §] ik b N R3] : - " 203 66 2 %1 4] o
Totad < SO i [ i (1 XX e hi HE E’ [T 193 TR R 1774 7 637
Ld -




—
—
)

TABLE I5—Continued

I't kM PraNs PROVIDING AU TOMATIC

Oraer Tersm Prass

ALt

Tersm Prans CoMBineD

DUk - CONVERSION WITHIN 10 Y ARS
TrrMm HoON - i
| Medical Nonmedical Haramedical Medical Nonmedical Paramedical Medical Noamedical Paramedical
SaUE FROAS
At TR No. ot Ratio | No.of | Rano | Nooof | Ratie | No.of | Ratio | No of Ratio | No. of | Ratio | Nooof [ Ratio | No. ot | Ratio | No. of | Ratio
ISt Actual by Actual by Actual by Actual hy Actuul by Actid hv Actuad by Actual by Actual by
Deaths | Amt. Deaths | Amt. | Deaths | Amt Deaths | Amn Deaths Anit Deaths Amt Deaths [ Amt. | Deaths | Amt. | Deaths | Amt
Setect Conitnueed
S5 and over -2 43 7 [H] (L2 " {12 s 264 [ wi 1 27 5 260 0 07 I hiied
3-8 g Q¢ 0 0 o 4 i3 124 o ] [\ o 13 120 o o [} 4
&-10 ! hisl 0 u o [}] 44 103 4 o Y] 0 45 N ] u 4] O
1-15 0 0 0 Qa o 0 52 168 1 o 0 o a2 165 o QO 0 QO
Totat | A i} e (4] o 14 (RN Y] (142 1 1S P20 i} [§,57 1 7
Al ages -3 o o 0 0 [l [ 46 7477 9 oY 11 [N 46 7477 9 111 11 647
4.5 I s 0 O 0 3] b2 93 0 R 17 126 93 92 20 97 17 128
H- 10 12 T 1 s200 0 ] ERR Y 102 7 0 O 468 91 103 106 §] 0
ti-1s Y] 0 0 QO 3 o 672 949 10 93 il 0 672 99 130 93 [ 0
Totul R ER ] k= [ (103 1.263 PR 261 L 2% 200 1.276 PR 262 9677 28 R
Uitimate
Attained ages
W-3G 4] [E8 0 [ o [ k) LY A 2 607 " [t k) 6l 2 467 4 (U
41 - 49 { 0 0 0 0 Q@ 150 8 90 IS o ) 150 78 ) 7s Q \}
)-89 it [ 0 0 a 4] R4 79 I36 T 0 o 8i4 79 136 7 I\ \)
M- 69 4 0 4] 0 0 [} 1,373 Rl ) 7a 0 8} 174 Kl 40 7 0 0
T0-T9 . 0 0 0 0 ] 3] 128 70 1 Rij} 0 Y] T8 T 1 30 0 0
B and over [ i} [} O 0 Al 149 N2 @ 3] 0 o 149 R2 8 Q 0 (43
Fotal 0 [ i} 0 0 [ 3.218 TR 279 Ta Y] oy 3218 TR 79 78 [}] (13
Grand total 13 7307 1 3477 o o 4478 RS, 40 %77 K w2 | 4491 [ s ®I% 2% RIS




148!

TABLLEL 16

MORTALETY RAT108 FOR CONVERSIONS TROM TE RM POr1cs ann T RM RIDERS
Mare AND Fraatb. Menicar . NONMEDICAT. AND ParRaEDIC AT COMBINED

CONVERSIONS Front DIFCRT asine TRt Proans

WHN Conviraos Preok 1o bNp Woth Conncraes P na g With Conversion at End
RULES OF Canvbrsios Prgisn Gl L ansersion Per o Conversion Period
TTON -
Trry 1 RONE Converswns from Cutiversions from Comsersions thon ; Cantetions o Conversions from Conversions from
Issuy Tirs Term Policies Term Riders Term Poiicies : Form Riders Term Policies Term Riders
AGt Isstip o f -
No. of Rano No ot Ratio No. of Raties DNo ot Ritio No of Rauo No. of Ratio
' AL At - | N el f A Aclu:
Actual Hy By Actual By By St ™ ™ Wrmal By Actuad Hy ™ Actual Hy Ay
Deaths 1y, nmn | PO Gl | Pesthe g AR TN amr | Dot o ame DSt b am
Lo i i
TS
T S S B -
1524 -2 7 2937 4y ® 1540 13377 ¢ N B 0 —[ [T N 4 5} o [t 0 o o
4- 8 2 6H sy 16 [R1] 164 2 43 ‘\’ (X 2 i3 s 4] 4] o V] [\ 0
6-10 2 0 bS8l 42 126 [EN B e R hi t | Q@ ()] 4] [ ) [}
- 48 1 6 8 S 177 166 1 T "1 i [N (R 3] [} n 4 149 415
fotal 13 TR T4R7 1497 18407 14 L b ; L LR 0 [Hes 0w 4 §2207 312
25-34 ] 3 9 927 1925 1= 132 $a20¢ 4 RO 440 t_ e [ 4 ¥i (L3 0 o7 0%
4- 5 20 134 130 Y [EX) 137 H k) 178 A Y [ Q (1) it 0 0 4
610 £t [AF] 94 172 134 127 26 iz 13 ~1 P0n 9 ] 260 19K 1 41 536
TR 33 11s 95 K9 140 13y 20 ha T4 8] 9t HEN < R¥ 96 28 114 133
Total 2 1187 12070 St 13877 13407 Sh R 1 Wy 14 1527 24147 26 10677 1847
35 a4 -3 Y IR Ty 15 1874 (AR [ [IARAPIEE ST O 9 i (8 (159 0 (125 (124
4- S 34 152 151 33 1449 126 1 94 . 27 G 4] 0 o [} (1}
6- 10 s 127 1%h 278 13 10t 4 R3 X 7. 49 7 131 1y
{1-15 94y w9 K2 478 5] 118 Th 13 13 ay b 28 77 79
Total 287 17 1290 K> 119r 11070 142 RN h 2k T R s 8447 865F
4554 i- 1 Ry VIR 22 In 1827 [ T 13 Hh' iR 0 oW W 0 [} [§.2:2
4- S ) 1o 200 nl 67 1) H R Sy P il [t} 0 1 1030 | 6,673
6o 10 19 109 RX} 145 2 121 sa Ry = w7 H 12 S2 4 TS 256
H-I5 [RE] 122 109 [R1 FMY X< T 1o XN B 24 7 R3] 12 L3 Had
Totul 2 e | RRIN INTEIFIN BT o T ) T 15 sy | oees R




TABLE 16—Continued
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PROVIDING FOR AUTOMATIC CONVERSION WITHIN 10 YEARS
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Canvp kNoN HoN ,
. Modicad Nanmedicad Paramedical Medival Nunmedical Paramedical Medicul Nonmedical Paramedical
BNTH 1RO
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TABLE 24—Continued
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A(3 111 COMPARISON WITH THE 1966-71 EXPERIENCE

Table 25 presents a comparison of mortality ratios by amounts derived
from the 1971-78 period with those published in the /1973 Reports for the
1966-71 period. The ratios are not directly comparable, since expected
deaths were based on the 1955-60 Basic Tables in the 1966-71 study,
while expected deaths in the 1971-78 study are based on the 1965-70
Basic Tables. The total number of deaths for the 1971-78 period (10.522)
1s less than half the number in the earlier experience (22,390).

The mortality ratios in Table 25 for the 1971-78 experience are lower
than those for the prior period for conversions prior to the end of the
conversion period. The overall ratio of 93 percent for conversion group
1 with respect to the 1971-78 experience shows a decrease of 2 percentage
points from the 95 percent for the 1966-71 ¢xperience. but the decrease
Is actually greater because of the different hases for expected deaths. The
increase of 5 percentage points indicated for group 2 18 probably not
significant.

PART B GUARANTEED INSURABILITY OPTHON EXPLRIENCE

Part B presents GLO experience relating to three of the five sets of rates
that are required under the GIO counterparts of the formulas given in
Appendix 11 for conversion policies. These three scts of rates include
clection rates, lapse rates under elected policies. and mortality rates under

TABLE 25

TerM CONVERSION MORT ALY
COMPARISON OF MORTALITY RA110S WiITH EXPERIENCE FOR 196671

(Based on Amounts)

CONVERSIONS PRIOR TO END OF CONVERSIONS A1 BND O
CoNvERSION PERIOD CONVERSION PERIOD
196671 Penod 1971 -7R Period 1966 71 Pertod 1971-7% Penod
TrrM PLans
Mor- Nu Mor- No Mor- Nu Mor - No
fality of tahty of tahty of tahity of
Rutio” Deaths Rato~ Deaths | Ratio~ Deaths | Ruatio? Deaths
Automatic conversions
within 10 years ....... .. 927 922 7907 244 | 977 4,425 AN 28
Renewable ... .. ... ... 97 1.676| 79 EARN 157 | s6 19
Decreasing ... ... ... 134 1.705] 118 4.113 | B8 LIS 1110 476
All other identifiable plans | 90 9.543 ! 8% 34850 98 3,847 | 104 1.202
Total ... ... .. ... 95 | 13.846| 93¢ | 8797 | 97% | 8.544 | 1029 | 1.725

* Based on 1955-60 Basic Tables.
+ Based on 1965 -70 Basic Tables.



EXPERIENCE UNDER TERM CONVERSIONS AND GIO 129

elected policies. Again, the Committee believes that suitable data for
establishing the two remaining rates required to measure the extra mor-
tality costs (namely, the persistency rates applicable to the period prior
to the date of election and the mortality rates for standard policies) may
be obtained from company experience or from published sources.

As in the previous study, analyses were prepared for the two major
election groups: group | representing policies issued on “‘regular’ option
dates. and group 2 representing policies issued on ““special” option dates
associated with marriage or the birth of a child.

B(1). Election Rates

The counterpart of formula (2) given in Appendix I1 for G1O experience
expresses election rates as a function of two variables: issue age of the
base policy and duration to the date of election. For the purpose of this
current study, however. the Committee, for practical purposes, adopted
the assumption that election rates for each of the two major option groups
would depend primarily on one variable: the attained age on the date of
election. The Committee anticipated that the volume of experience with
respect to GIO election rates would be small. Conscquently. it did not
ask companies to scparate their experience into duration subgroups to
test the concept that GIO election rates depend primarily on attained age
rather than on duration.

The data for the election rate experience were furnished by four com-
panies. in accordance with Report Form No. 2 shown in Appendix 1.
Appendix V., which lists the companies contributing to this portion of the
study. indicates that the number of GI1O clections totaled 120.808. of which
108.614 were classified as “regular’™ and 12,194 as “special.” A third
option type, “‘other’ (election made at a specified time based on special
extracontractual programs such as marketing drives). was established,
but only two companies contributed data. and their data could not be
combined because of differences in their marketing drives.

Table 26 presents a distribution of regular and special election rates by
age derived from the experience submitted by companies listed in Ap-
pendix V. A regular election rate is the result obtained by dividing the
amount elected on a specific anniversary by the maximum amount that
could have been elected at that time on a regular basis by all ¢ligible
policyholders. On the other hand. a special election rate is the result
obtained by dividing the amounts actually elected on a special basis (such
as marriage. or birth of a child) during a specific yvear by the amounts that
could have been elected if all policyholders had met the cligibility re-
quirements for the special option during that yvear. Because the denomi-
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nator used to determine a special rate for a particular cell may be from
three to five times as great as that for the corresponding regular rate.
special rates are at a much lower level than those for regular rates.

The first part of Table 26 shows the distribution of regular clection
option rates by central ages 22. 25, 28, 31. 34, 37, and 40. The regular
rates increase steadily with advancing age for central ages 31. 34, 37, and
40. from 12.3 percent for central age 31 to 23.6 percent for central age
40. Also, the regular rates are greater at every central age than those in
the previous study. Of interest is the broad spread between the maximum
and minimum rates reported by individual companies. presumably due to
diversity in administrative practices and financial inducement programs.

The second part of Table 26 shows the distribution of special election
option rates by quinguennial age groups. As expected. the special election
rates are of a low order of magnitude: the overadl rate of .62 percent is
aboul one twentieth of the overall regular election rate. As i the case of
the regular elections, the spread of the special election rates reported by
mdividual companics is refativels broad.

TABLI 26

Gl ARANTEED INSURABIEITY OPTIONS
Eirornon Rares BY ATTAVNED AGE

RaNGE at Pansing g
i

: NCUREGATT Covpany FLrorion Rates
ATIAINT D AGH : Taea e i
NSRRI SRR RTINS e ) hSEESHINT ; Minimum
Rary ! .
“ Rate ' Number . Rate H Numbet
[
Rogular Hlections

AT DO 13685 1 W6 |
240600 - 23,768 1. . 14.9 ‘ 17.004 4.2 F.046
2729 26.760) 13.3 ‘ 163 [ v TS 1.073
32 18,842 12.3 171 13,449 L gi0
-8 12,468 13.1 ' 1%.4 %423 5.2 ; R3]
IH- 3K, . | 7797 15.0 20.7 S.0R1 X. 698
W41 B S294 0 26 . 620 1.067 13.0 743

lotal 108.614 13.2 T :

Speviai Blections

20 and under. . . RV TS Er O Y N T R TY
R LA . 660 |60 S R B I R I
2630, Lo 3,806 49 i 1.00 1046 23 ! 361
M35 0000 3050 97 | 4.49 22460 20 i 151
3640 - 1.440 1.32 ¥.98 1240 6 36

Total . .. . 12,194 62 . [ . R R

" Entries are given only it two or more companies each reported at least fitty clections
tfor the indicated category.
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B(2). Lapse Rates under Elected Policies

For the reasons stated in Section A(2) concerning term conversions,
the Committee requested only such data as would be needed under the
assumption that lapse rates for each category of experience would depend
primarily on two variables: age at issue of the elected policy and duration
measured from its date of issue.

The data for the lapse experience were furnished by the companies
shown in Appendix V. The total exposures were 603.029 by number of
policies and $6,057 million by amount of insurance. There were 26.822
lapses. totaling $239 million of insurance.

Tables 27 and 28 present a tew details of the experience as summarized
in Appendix V. The overall lapse rate by amount is 3.3 percent for regular
elections and 3.2 percent for special elections. The rates for the totals
shown in Table 28 for medically examined business are consistently lower

TABLE 27

[LAPSE RATES FOR GUARANTEED INSURABILITY ELECTIONS
MaLE AND FEMALE. MEDICAT AND NONMEDIC AL COMBINED
SELECT EXPERIENCE

E1ycTioNs at ReGUr AR Frecmions ar Seeaia
DURATION: Ornion Darrs Option Daves
AGE AT Rt FCTI0N SINCF
FtrCTION Nu. of Lapse Rate No. of Lapse Rate
Lupses No, Amt Lapses No. Amt
1524000 1 1.266 8.0% 8.0% 310 6.8 6.5%
2 551 4.8 4.8 123 3.3 32
3-8 553 EN! 3 291 3.2 3.0
6-15 126 2.5 2.5 182 27 2.8
Total 2.496 4.9 5.0% 906 7% 3.7%
25-34 00000 1 8,273 6.1% 5.6% S17 5.4%% 5.0%
2 3718 34 31 199 2.9 2.7
-5 5322 2.6 2.6 321 2.6 2.7
615 2.648 2.0 20 124 1.8 1.9
Total 19.958 3.5% 3.3% 1.161 3% 3.2%%
35 and over. I 952 4.0% 3.6% 57 307 2.9
2 368 2.0 1.9 IN 1.2 1.0
3~ 5§ 584 1.9 2.0 48 1.9 1.9
615 237 1.6 1.7 40 1.9 1.9
Totul 2,14t 2.5% 2.4 160 2.0 2.0%
Allages ... . i C10491 | 607 5507 K84 5.8 S
2 4.634 34 R 337 28 2.6
3-8 6.459 2.6 2.6 660 2R 2.7
615 3011 2.0 2.0 46 22 22
Total 24598 3.4% 3.3% 2.227 3.3% 3.2%




IABL L 2%

GUARANTEED INSURABILITY ELECTIONS TApPst RATES BY SEx AND UINDERWRITING C1ASS
RiGUT AR AND SPECIAL OPTIONS COMBINI D Storor e rip Nt

DURA- S EYR] Frsang Mo NONATL ¢ AL Pakasti Dicat
AGE AT nos K o
T G No of Lapse Rate No of Fapse Rute No of Fapse Ruate LN o I upse Rate No of Lapse Rate
]
Ercnon | Bapses No At Fapses No Ann Fapses NeooT e e N Amt Liapnes No A
R Lol
1524 01 1.435 7.6 760 141 9.0°7 9. 177 91 SAK ! 1.8 163 6.8 6.9 U 0.00¢ ({2
2 606 | 4.2 4.2 68 70 70 42 22 24 70 R 3.7 I} 0.0 0.0
R 800 1 3t 44 R 3.6 133 23 RIS P63 32 RIR} 0 0.0 0.0
6-18 30t 2.6 2.7 7 1.6 4.2 132 L:: 23 98 20 32 0 0.0 0.0
Total] 342 | a4 | 450 260 | 6.8% | 6.8 398 L 2es 2T | 494 L 390 | 41 0|00 | oo
25-34 . I 7.996 | 597 8877 794 7.0 6,977 1.527 RIS 3R 1113 6,577 6.7 24 8.0 7.9
2 3.6t 33 31 RINE 4.5 4.1 hh i.6 1.6 6Hdt o 4.8 4.7 20 ®.Y 9.0
R S380 | 2.6 2.6 263 EN 3.0 |.58% [ A3 R49 1 30 2.0 b 4.5 4.8
6-15 27231 2.0 2.0 49 1.9 1.7 1.27 1.7 [ 472 27 27 2 40.0 46.1
Totalp 19.710 | 3.47%%7 3377 1.409 S 4.6%7 4.976 21 2 3,078 4007 4.2 54 7.6%% 7.8
35 and over| 1 904 | 3.7%¢ 3.4 105 6.7 S 149 |7.‘)'/ | 200 1] 3.5 3.4% i 707 14.87¢
2 344 1.8 1.8 39 3.3 2.8 RS t.3 1.3 S 2.4 2.5 [\ 0.0 0.0
3- 5 S9s 1.9 2.0 17 2.8 29 184 1.8 | 6 h) 2.0 2.1 {} 0.0 (INY]
618 R 1.7 1.8 S 1 0.9 128 1.7 19 41 1.7 1.6 ] 0.0 0.0
Total 2,008 | 2.3 | 2.5 IR6 | 3R | 3.4 S36 0 e 1 277 | 2an | 2 | 34| T4
All ages. .. | 1 0335 | S8 | 549 | LO40 | 7.607 | 697 | 1767 | 357 | 360 1327 | 609 | 6.3% | 25 790 | w1
2 4.561 7 3.2 2.0 410 4.6 4.2 714 1.6 6 ! 762 4.2 4.3 20 8.5 %.6
3~ 5 6.778 26 2.6 344 31 20 1,905 1.9 2 h 1.096 29 3.0 8 4.2 4.5
6-15 3.296 | 2.0 2.0 ol 1.9 1.7 1.534 1.7 (N ! 611 2.6 2.7 2 40.0 46.3
Totall 24,967 | 3.3 R | 858 SO 4.7 S.920 200 o 1K46 38 4.07 Ss 7.40¢ 7.7
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than for nonmedical business. The experience on female elections is higher
than that for males.

B(3). Mortality Rates under Elected Policies

As in connection with the term conversion portion of this report. the
Committee requested companies to submit only such mortality data as
might be used under the broad assumption that death rates for cach cat-
egory of experience would depend primarily on two variables. namely.
the issue age of the original policy that contained the election right and
the duration measured from the issue date of the original policy. Because
the Committee anticipated that the volume of experience would be small.
no request was made to furnish data to test this broad assumption.

The data for the mortality experience were funished by the companics
shown in Appendix V. The total exposure was 766.899 by number of
policies and $8.205 million by amount of insurance. There were 1.094
death claims, totaling $11.7 million of insurance.

Table 29 presents a few details of portions of the experience summarized
in Appendix V. Duration is measured from the option issuc date. The
overall mortality rate by amount was 17 percent for male experience and
240 percent for female experience. which contained only 49 deaths. The
experience reported for medical business showed a mortality ratio by
amount of 103 percent, somewhat lower than the 109 percent for nonmed-
ical business. Only one death was reported for paramedical business.

Table 30 presents mortality ratios where ""age’” is age at election and
duration is measured from the election date. Mortality ratios are. of course.
higher than the corresponding mortality ratios in Table 29, since expected
deaths are reduced.

A comparison of the experience for the 1971-78 period with that for
the prior period is difficult, since the basis for expected deaths for the
1971-78 study is the 1965-70 Basic Tables. while the basis for the 1966
71 study was the 1955-60 Basic Tables.
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GUARANTEED INSURABILETY Bt Cr1oNs
MORTAEITY RATIOS BY SEX AND UUNDERWRITING (71 A8s
RiGtrar aND Sprciar Oprnions Covpine
SEtC1T EXPERIENCE

RTINS Mot E ISR i Mt N NONMIDIC AT
AN | 7 e e e - -
OpPT1oN st No ot Raho Nooob i Ratio ool Kot No ol Ratoe
§ Ornies \ \ A | P A1) b P |
Issur (SR (S 4 i Actua
It Deitths Na Amt Dewthe - No At | Preahs A Deaths No Amt
15-34 ... 1 4 10285 | 1.737% 0 0% a [ (417 3666607 13 5590
2 10 94 121 0 0y {0 s 142 ;164 1 54 Ie
ey -5 114 17 122 7 122 18y ‘ 35 97 ;WY 16 103 127
e 6-15 667 116 13 40 214 281 : 263 94 [BRIEA RR 19 103
Total 795 11657 180 47 [RS8 24974 : it F i ighd 10174 10K 11077 1107
- H N S—
3Sand over ... I 0 07 (1184 ) Oy Wil o [ 0r; 4] 0%¢ (Vi3
2 0 0 (4 0 ] i [ ( 0 {} 0 0
R 7 247 244 0 4] Q0 8 341 332 0 0 0
618 22 144 142 2 155 171 s 123 L1104 { 107 66
Total 29 1587 t617s 2 1317 13477 t4 167 1627 ! 920 Sq407
Allages .. ... .. .. I 1 1.0079% 16797 I 0 0 0 o ez 36,5219 | 2.618%
2 10 93 TR 0 8] 0 A 137 L ISR I 54 16
3-S5 121 12t 127 7 IR 77 41 109 RY 16 102 126
6-15 689 17 114 42 210 272 27 9 HHY 89 109 102
Total 824 J 117¢% 1170 49 18277 | 2 AT 1ot 1037 J 109 -1 110% 109%¢
i U —_— i - ————
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TABLE 30

GUARANTEED INSURABINITY ELECTIONS
MORTALITY RATIOS BY SEX AND UNDERWRITING (1 ASS
REGULAR AND SeECial OP1ioNs COMBINED

SELECT EXPERIENCHE

Mare Fimarr Mebicat NONMEDICAL
DuraroN
Aat g N No. of Ratio No. of Rutio No of Rutio No. of Ratio
Brrcnon FiFCTION Actual Actuad Actual Actual T
Deaths No. Amt. Deaths No. Amt. Deaths Nu Amt. Deaths No Amt
1534 ... ......... ] 22§ 175% 215% 21 224%% 43447 49 176% 1814 27 15967 242%
2 141 132 153 12 188 212 38 136 127 9 61 65
3-8 238 | 111 112 4 4% 92 76 99 94 29 92 95
615 186 99 99 2 72 73 88 ]9 90 39 166 {71
Total 790 124% §34% 39 145% 2309 251 10847 1105 104 120%% 139%
3sand over . ... ... 1 66 277% 276% 7 47977 SS8Y% 18 2347 2807%¢ 9 318G 212%
2 S0 | 200 201 | 84 99 12 140 144 1 RN 41
3~ 5 81 136 131 8 383 32] 27 119 18 12 153 135
615 S0 92 92 2 195 105 21 88 104 il 149 1t6
Total 247 152% 153% 18 312% 294% 78 124% 139% 33 [SR%¢ 128%
Allages .......... l 291 191%: 227% 28 258 455% 67 189%7 200% 36 1817 237%
2 191 145 163 13 172 150 50 137 130 14 s7 60
R 319 116 117 12 116 149 103 103 99 41 104 104
615 236 97 97 4 106 82 109 &9 93 50 162 159
Total] 1.037 1309 | 138% 57 17547 | 2449¢ 329 112% | 116% 137 127% 137%
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APPENDIX |
INSTRUCTIONS TO CONTRIBUTING COMPANIES

The Society of Actuaries” Committee on Mortality under Ordinary Insurance
and Annuities will study term conversion and guaranteed insurability option ex-
pericnce between 1971 and 1978 anniversartes. The data specifications are sub-
stantially the same as 1n the last study, which was published in the /973 Reports
number.

For the purpose of this study. the present value of the extra mortality costs on
the date of issue of the original policy is viewed as a function of the issue age
and persistency of the original plan, date of election. election rate. and the per-
sistency. mortality. and amounts at risk for the elected policy.

Mortatity will be studied on the basis of duration measured from original date
of issue and lapse rates will be studied on the basis of duration measured from
date of conversion or election only. Data for the term conversion portion will be
subdivided into two major conversion groups: (1) conversions effected prior to
the end of the conversion period and (21 those effected ut the end of the conversion
period.

The specttications have also been ovpanded 1o enable companies unable o
<ontribute based on the date of issuc of the oniginal policy or guaranteed insur-
ability rider to submit data based on the conversion or election date. It sufficient
data are received. results will be included in our report.,

The Commttee recognizes that conversion and GLO elecuon rates could vary
between companies and therefore requests that each contributor state their ad-
ministrative procedures (including financial inducements) at time of conversion
or election which might affect these rates. Data affected by special practices should
be reported separately. if possible.

The Committee would like to have all contributions by July 1. 1980. The Com-
mittee would welcome contributions to any of the parts which will be covered by
this study. If you do not find it feasible to contribute in the precise form requested.
vou are invited to submit vour experience in such modified form as may be
practicable. with a statement of basis on which vour data have been compiled.
Please let the Committee know by January 1. 1980, as to whether you will be able
to participate. If you can contribute. please indicate the scope of what your
contribution will be. Please address your replies to Mr. Grier D. Potts, Assistant
Vice-President and Actuary, Mutual of New York. 1740 Broadway. New York.
New York 10019,

Thank you for your cooperation in this study.

Sincerely,
JoHN H. Cook
Chairman
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INSTRUCTIONS FOR CONTRIBUTIONS TO INVESTIGATION OF MORTALITY
AND LAPSE RATES UNDER TERM CONVERSIONS AND GIO ELECTIONS

This study is to cover mortality and lapse experience from the 1971 to 1978
policy anniversaries under individual life insurance policies of the following types:

1. Policies issued as a result of the exercise of the conversion privilege included
in term insurance policies and riders.

2. Policies issued as a result of the exercise of options under guaranteed insur-
ability riders.

The following classes of policies should be excluded. If it is not feasible to do
50, please inform the Committee in the letter of transmittal accompanying vour
company’s contribution which of them are included.

. Conversions to term plans.

. Group conversions.

. Substandard policies.

. Joint life policies.

. Term riders retained as term insurance after conversion.

. Policies requiring underwriting at the time of conversion for the life insurance
benefits. Do not exclude policies where evidence was required solelv on ac-
count of the inclusion of a disability or other additional benefit.

7. Conversions to policies dated back to some year prior to that of conversion.

8. Policies not subject to normal medical. paramedical. or nonmedical under-

writing at time of original issue. For example. exclude cases written on a
guaranteed issue basis.

9. Conversions of dependents under family plans of insurance.

hob W b —

o

Some insurance plans give the insured a right to what may be described as a
combination of a term conversion and a GIO election. which will result in a single
policy providing a death benefit greater than existed prior to the exercise of the
right. The total experience for rights of this type should also be excluded. How-
ever. it is requested that companies send with their letter of transmittal a descrip-
tion of any of these types (together with policy form) so that the Committee may
provide for coverages of these types in the next study.

It is recognized that some companies might be unable to make subdivisions of
data which have been requested. In some instances. a code is provided for sub-
mitting combined experience. Companies are. of course. urged to subdivide data
where feasible. Sections 1 and 2 following give separate instructions for the study
of mortality and lapse. respectively.

Section 1. Mortality Experience

Mortality experience will be studied on a fifteen-vear select and ultimate basis
with duration measured from year of issue of the original policy. Exposure and
deaths, of course. should be included only for the period following the date of
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conversion or election. Experience with respect to extended term or reduced paid-
up insurance periods should be excluded.

If sufficient data are obtained from those companies who can contribute only
on the basis of the date of issue of the conversion or election. appropriate studies
will be included in the report.

The recommended practice tor suicides during the exclusion period. compro-
mised claims. and limited benefits paid under aviation exclusion clauses is to
include them in the exposure for the full amount and in claims for the amount
paid. In vour letter of transmittal please describe any variations from this rec-
ommended practice. Also. it possible, show in byvtes 55-69 the number of claims
and the amount of benefits ussociated with any war deaths which are included in
vour total experience in byvtes 40-54. See TSA, 1977 Reports, page 540 for the
defimtion of war deaths.

Data are requested Tor all vears of ortainal 1ssue and all years of conversion or
clection through 19770 1 it 18 necessary e limit vour contribution to particutar
vears of issue or conversion or electon. please describe these himits in the fetter
of transouital.

The Commuittee will caleulate expected deaths for ali contnbutions. Summanzed
data shouid be wubmitted on magnetic tape i aceordance with the following
INSIUC O,

B fien [EERSEEEN STRN
[ Company code numbe Your company code number iy
4 Identitfication code Record 3 for term conversions
Record 4 tor GLO clections.
St Age at issue of origmal term For the select portion of the study e, within 13
coverage tor GO rider vears ot issue of original policy). submit data

by Ave-year age groups at time of issue of the
original term policy or policy containing the
guaranteed insurability option rider. according
to the following code:

Age Giroup Conde
1<
20
hd
FdY. [
[ARE U] s
O and o o

Exclude policies originally issued below age 15,

For the ultimate portion of the study. submit data
by individual attained age. Record the individ-
ual attained age in hytes 5-6.

Nort: For term or guaranteed insurability option
riders added to existing policies after issuc. use
date of addition of rider in determining age at
issuc (bytes 5—6) and duration since issue (bytes
7-8).
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Byie ftem Instruvtions

7-8 Duration since issue of  Data should be submitted for the select portion
original term coverage (or of the study by individual duration since issue
GO nder) of the original policy. Record as 01 to 15, For

the ultimate portion of the study. record 99,
9 Age last-nearest code Record 1 for data based on age ncarest birthday.
Record 2 for data based on age last birthday.
10 Sex Male 1.

Female 2.

If unable to split data by sex. record 9.

i Medical code Record according to type of undervriting at time
of 1ssue of original policy as tfollows:

Medical 1.

Nonmedical 2.

Paramedical 3.

If unable to split data by underwriting class. re-
cord 9.

2 Conversion code Lse code | tfor major conversion group 1. policies
converted from term insurance betore the end
of the period during which conversion was per-
mitted. “End of the period™ is detined as the
policy vear at the end of which the conversion
privilege ¢xpires. However, companies may use
a different definition if more convenient: if thes
do. they should state their definition in the letter
of transmittal.

For major conversion group 2. policies converted
from term insurance at the end of the period
during which conversion was permitted. record
according to the number of vears between ex-
piry of the conversion privilege and cxpiry of
the term insurance coverage. as follows:

Number of

Years Code
0= 2
1-3 3
4.5 4
Over 8 s
Lnknown 6

“ This meuns policics
convertible untl end of term
msuriance period

NOTES:

In determining the code for renewable term pol-
icies, use the final expiry date of the con-
version privilege. assuming renewal as long
as permitted

If unable to distinguish between code 1 and
codes 2 to 6. record 0.

For election of options under guaranteed insur-
ability riders. record as follows:
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16--20

21-27

28-39
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Ttem

Policy-rider code

Pohey plan group--betore

conversion of election

Test subgroups

Exposed (policies)

Exposed (amounts)

Instructions

Record 7 for options elected at ““regular’™ option
dates (determined by age or possibly by
duration).

Record ¥ tor options clected at “special™™ option
dates. such as at marriage or upon birth ot child.

Record 9 for options elected at “other™ times
based on special extracontractual programs,
such as marketing drives.

If unable to split G1O data in this manner. record
0.

Record 1 tor conversions from term insurance
policies.

Record 2 tor converstons from term riders.

Record 91t unable to distinguish ternmi conversions
by codes Tand 20 Also use vode 9 tor adt Giloy
clections

Record avcording to the policy plan betore con
version or election as follows;

Record | tor term insirancee plans providhing fo
automatic conversion within 10 vears of orge-
nal tsste

Record 2 for vearly renewable term plans provid-
ing a level amount of insurance

Record 3 tor other renewable term plans provid-
ing a level amount of insurance.

Record 4 tor decreasing term plans tincluding de-
creasing term riders). such as mortgage insur-
ance. cte.

Record S tor all other identifiuble term plans cin-
cluding level term riders).

Record 6 for clection of options under guaranteed
insurability riders.

Record 7 for unidentifiable term plans or nders.
Record [—term conversions issued not later than
end of the 7th year after issue of term plan.
Record 2—term conversions issued after the end

of the 7th year after issue of term plan.

Record 9 if unable to distinguish term conversions
by codes 1 and 2. Also use code 9 for all GIO
elections.

Leave blank.

Record the number of policies exposed. it avail-
able. If no. leave field blank.

Record umount to the nearer $1. If a company
summarizes in units greater than $1. Al in any
seros required to maintain the alignment ot the
decimal point.
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Byie [tem Instrucnons

40-44 Actual deaths (policies) Record the number of policies terminated by death.
if such figures are available. If not. leave field
blank.

45-54 Actual deaths famounts) Record amount to the nearer $1. If a company

summarizes in units greater than 1. fill in any
zeros required to maintain the alignment of the
decimal point.

5559 War deaths (policies) Record the number of policies included in actual
deaths. bytes 40-44, if such figures are avail-
able. If not. leave field blank.

60-69 War deaths fumounts) Record amount to the nearer $1 included in actual
deaths. bytes 4554, If o company summarizes
in units greater than S1.filkin any zeros required
to maintain the alignment of the decimal point.

70-71 Age at issue of conversion  For the select portion of the study (... within 18
telection) vears of conversion [clection]), submit data by

five-year age groups at time of conversion (¢lec-
tion} according to the tollowing code:

Age Group Code
15219 15
20-24 20
2529 25
664 60
HS-69 65

TO and vver 0

Exclude conversions (elections) issued below age
15.
For the ultimate portion of the study. submit data
by individual attained age. Record the individ-
ual attained age in bytes 70-71.
72-73 Duration since issue of Data should be submitted for the sclect portion
conversion (election) of the study by individual duration since con-
version (election). Record as 01 to 15, For the
ultimate portion of the study. record 99.
7480 Leave blank.

Note: Except in fields to be left blank. all unused byvies should be filled with zeros.
Section 2: Lapse Experience

Lapse experience will be studied on a fifteen-year select and ultimate basis with
duration measured from the year in which the policy was converted or the option
elected. Exposure and lapses. of course. should be included only for the period
following the date of conversion or election.

For purposes of this study, the term ““lapses™™ will be used to measure rates of
voluntary nonrenewal. Thus “‘lapse’” includes:

1. Termination without value because of failure to pay premiums.
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2. Cash surrenders at any time prior to maturity. (If possible. the amount of
insurance terminated in a part surrender should be treated as a lupse.)
3. Transfers to extended term or reduced puid-up insurance.

If possible, all contributions should be made using policy vears for the analysis
vear. Thus. lapses at duration n would include policies with a premium paid to
date greater than n — 1 years from date of issue. but not greater than n years
from issue. In other words. if no part of the premium due in the (n + Dist policy
vear is paid. it is a duration n lapse.

Where possible. exposures also should be calculated on @ policy-vear basis.
Lapses should be exposed for the full vear. While deaths theoretically should be
exposed only until the date of death, the question of whether to include this
refinement will be lett to the contributor’s discretion.

It is recognized that some companies can contribute only on the hasis of using
a calendar year as the analysis vear. For those companies. duration ut Japse is
equal to the calendar vear of lapse minus the calendar vear of issue. Lapses in
the calendar vear of 1ssue should be recorded separately and coded s duration
00,

1t 15 suggested that companies that ure contributing lapses on a calendar-vear
hasis submit their exposures on the sarme basis s for the termt cony ersion nortalic,
study fe g . vear-end in-torce plus alpha’ deaths), The lupse rate tormulas the
Committee plans to use are given in the Appendix [Appendix 1. p. 146].

Data arc requested for all vears of original tssue and all vears ot conversion or
election through 1977, If it is necessary to limit yvour contribution to particular
years of issue or conversion or election. please describe these hmits i the leiter
of transmittal. Data should be submitted on magnetic tape in accordance with the
following instructions:

Bt ftem Instrugtzon-
Use instructions given for section 1 except as noted below
4 [dentitication code Record 5 for term comversions
Record 6 for GHO elections

.6 Age For the select portion of the study (e within 15
vears of conversion or election) submut data by
five-yedr age groups at time of conversion or
clection according to the following code:

Age Group Code
15. 14 i<
20-24 20
8- P
H—64 A
AS - fY 63
TOand over 0

Exclude conversions below age 15

For the ultimate portion of the study. submit data
by individual attained age. Record the individ-
ual attained age in bvtes S-6.
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Byvie ftem Instructions
7-8 Duration since conversion  Data should be submitted for the select portion
or election of the study by individual duration since con-

version or election, Record as 01 to 15 if ex-
perience is submitted by policy year. Record as
00 to 15 if experience is submitted by calendar
year. For the ultimate portion of the study. re-
cord 99.
Type of analysis vear Policy year 1.
Calendar year 2.

40-44 Lapses (policies) Record the number of policies terminated by lapse.

it such figures arc available. If not. leave field
blank.

45-54 Lapses (amounts) Record amount of lapses to the nearer $t. If a

company summarizes in units greater than $1,
fill in any zeros required to maintain the align-
ment of the decimal point.

S5-R0 Leave blank.

INSTRUCTIONS FOR REPORT FORM NO. |

. The combined experience for conversions from term policies and term riders

should be reported on Form No. 1.

. Rates should be expressed on an amount basis to the nearest one-tenth of a

percent.

“Number' refers to the number of policies issued under the conversion privilege.
Rate definitions:

Conversion group l—conversions effected before the end of the conversion
period: an annual rate of conversion for a specific period should be obtained
by dividing the amount converted during that period by the amount eligible to
convert each year during the same period.

Conversion group 2—conversions effected at the end of the conversion period:
the rate should be determined by dividing the amount converted at the “‘end
of the period™ by the amount eligible to convert at that time.

The Committee suggests that the conversion rate for periods greater than one
year be obtained not as an arithmetic average of yearly conversion rates but
rather on an aggregate basis. For example. with respect to durations -7, the
annual rate would be obtained as follows:

Annual rate = 2 (/2 E, .
1 |
where

C, = Amount of conversions effected for policy year 1 :
E, = Exposure to conversion for policy year 1 .
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ConvERMION

1.0
2803
RS )
g5 .54
S5 oand over
Tota!
1524
2534
3544
4554
35 and over
fotal
15-24
34
3544
45-54

S5 and over

Total
15-24
25-34
35-44
45-54
S5 and over

Total
15-24
2534
31544
45-54
55 and over

Total
15-24
25-34
35-44
45-54

55 and over

Total

REPORT FORM NO. |

TerM Pran CONVERSION RATES

- Group 1: Conversion Prior to End of Conversion Period

Group 2: Conversion at End of Conversion Perod
Y EARS 1O CONYERNTON
-7 Roand e

Numhes Rate Numper Rate '+ Number

Plans Aatomuatigaliy Doneertrhic werhir 0 Yo

Yeurty Renewomle fere B

Other Renewabte Term Plans

Decreasing Term Plans

All Other ldenhtiabie Term Plans

Unidentifiable Term Plans or Riders

144

Totat

Ratc
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FrecTioN

20 and under

42 and over

REPORT FORM NO. 2
GIO EvecTioN RATES

Tyrr oF Ornlo~
‘Regutar™ Option S Speaal’ Opnon “ther” Opuion Toal

Number Rate 7 Number Rate 77 Number Rate 77 Numbyr Rate 77
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INSTRUCTIONS FOR REPORT FORM NO. 2

1. Companies are invited to contribute on a combined basis if they are unable to
separate data by type of opuion. If data split is obtained by an approximation,
please note the form accordingly. If a combined experience is contributed. so
indicate on Report Form No. 2 and report data under the Total category only.
Rates should be expressed on an amount basis to the nearest one-tenth of a
percent.

2

3. "Number’” refers to the number of policies issued under the election privilege.
4. Option types:
Regular—election may be made only on specific policy anniversaries.
Special-—election may be made at dates dependent upon special events, such
as marriage and birth or adoption of child.
Other—election may be made at a specific time based on special extricon:
tractual programs, such as marketing drives

,t

Rate defimuons

Regular—amount actualiy ¢lected on a specific anniversary dinvided by the
maximum amount that then could have been elected by all eligible policyholders.

Specral—amount actually elected during @ speaitic v ear divided by the amount
that could have been elected it all policvholders hud met the eligibibity require-
ments for the special option during that vear

Other—amount actually elected during a specific period divided by the amount
that could have been elected if all policyholders had met the eligibility require-
ments for the special option during that period.

APPENDIX |

Lapse Rate Formulas Where Lapses Are Comtributed on a
Calendar-Year Basis

(we) Wi .o+ Wi, o
wy), Ly =
[Zf\ug

where the W s are the terminations other than by death or maturity.

E:,‘“m = E:/H»(_)] + an‘ 0o (2)
il ;

wy),, .4 = r=1. 3)
Ly

E, ,=E, ;. t= 1. (4)
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APPENDIX 11

A BASIS FOR MEASURING THE EXTRA MORTALITY COSTS
FOR A STANDARD WHOLE LIFE POLICY ISSUED AS
A CONVERSION RIGHT UNDER A TERM PLAN

PART 1. CONVERSION AT END OF A SPECIFIC YEAR

A, ..., = Present value at age v of the extra mortality cost due
to conversion effected at end of a specific policy ()
year r (r = m)

= 2 ‘Y T
rph ml‘ x.m nl\l\ nLll‘

K. .., = Present value at age v of the extra mortality cost
(where v = x + r) (2)

O —
= Z Y - H I Gy 1]ARM-r"'-

rl

Notes

a) 1t is assumed that conversion is permitted on any policy anmversary during
the first m policy vears of the term policy.

b) Formulas (1) and (2) express the concept that the level of extra mortality costs
depends primarily on the issue age of the term policy (x), the duration to
conversion (1, the duration after conversion (1), and the conversion period
(m),

¢) Formula (2) may be viewed as an approximation to a more exact formula that
recognizes separate persistency rates for whole life policies issued to standard
lives with issue age v.

Definitions

x = Age at issue of term plan:
r = Duration from issue date of term plan to issue date of con-
version plan:

v =y + r = Age at issue of conversion plan:
m = Number of years during which conversion is permitted:
Do = Probability that term policy 1s in force at end of r years,
assuming all possible modes of termination prior to end of
year r;

¢....,. = Probability that term policy that is in force at the end of r
vears is then converted:
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Do = Probability that conversion policy will enter its policy vear
1 + 1. assuming all possible modes of termination:
4., ....., = Probability that conversion policy that enters its policy vear
t + 1 will terminate by death during that year:
g..,., = Probability that a standard policy that enters its policy vear
t + 1 will terminate by death during that year:
AR, ., = Amount at risk under standard whole life policy at the end
of its policy vear ¢.

PART 1. A SPECIAL CASE FOR PART |

Under some conditions. theoretical considerations or actual experience will
suggest that tor practical purposes the calculation of extra mortality costs man
be simplified considerabhy if one general sct of assumptions may be made Tor
conversions issued prior to the end of the conversion pertod and another set o
vonversions issued ar the end of the conversion period Thas,

For Conversion Graoup 1or 1

Assume:

Values of ¢ . depend only on the parameter v«

Values of p. ., depend only on the parameters v and ¢,

Values of p,. .. depend only on the parameters v and #;

Values of ¢, , ... depend only on the parameters v = v — rand s =
Foo.

Under the foregoing assumptions. formulas (1) and (2) may be rewntten in o
simpler notational form as

A = ple K

AR

VoL (3

[

where the superseript 7 distinguishes experience for term policies

K = E Pokgn g ,IAAR.‘ A 4)

o

where the superscripts ¢ and s distinguish experience for conversion and standard
policies.

For Canversion Growp 2, r = m
Assume:

Values of ¢ depend only on the parameter v = v~ i,

[T
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Values of p depend only on the parameters v and 1,

Values of p, ., depend only on the parameters v and m;

Values of ¢, .. ,,., depend only on the parameters v = v — rand s =
m + 1.

G

Under the foregoing assumptions. tormulas (1) and (2) mayv be rewritten in
simpler notational form as

A 'Ill)ll\l()l . mKan)“m N (5’

cemi

Krn/m = Zr II)}\II(’I‘MI-HHI ( - q[‘\l-i I]AR[\]-/"" (6)

[

PART 1. TOTAIL OF EXTRA MORTALITY COSTS FOR THE SPECIAL CASE

The present value of the total of all extra mortality costs is equal to

I
A + A
vy (RS TE B
r 1

where the value of A(x, m) and the set of values of A(x, r) forr = 1 to r
m — | are uniquely determined according to the two sets of assumptions stated
above for this special case.

APPENDIX 111
TERM CONVERSION EXPERIENCE

LIST OF COMPANIES CONTRIBUTING TO
CONVERSION RATE STUDY AND
PROPORTION OF TOTAIL CONVERSIONS
CONTRIBUTED BY EACH

¢ Proportion of Total for
ompany
P Consersions soed

Massachusetts Mutual. ..o S4.6%7

Mutual of New York ............ .. 454
Total ... . 100.0%%

Policies eligible for conversion ... .. 1.305.000

Total conversions ... ... .. 72.590




APPENDIX IV

TERM CONVERSION EXPERIENCE

LIST OF COMPANIES CONTRIBUTING TO TTHE MORITALITY
AND LAPSE EXPERIENCE AND PROPORTION OF

FOTAL EXPOSURES CONTRIBUTED BY EACH

Lyt e | | CGrotp 2
| Eoswt kasieess [astie n Prio 10 CONVERSTONS Iast 50 81 BN o
Cornginny 3 Fovite oo Lonevy s Pragen envratoN Pyrion
Number o Amount ot Numbuwt of ! Amrpunt ot
Policices losurance Polivics Ensuiang
- t
Mortahty Fxperience
John Hancock .. .. ... ... .. 32.6% 19,97 2237 19,077
Massachusetts Mutual ... ... 3.8 i 34.6 23 482
Mutual of New York . ... .. 8.9 ' X.S 2 i 2
New York Life ... 235 | 29.1 19.6 217
Northwestern. . ... ... 3.5 ; 7.9 56 10.9
Total ... ... 100.0%¢ ] 106,07 100,057 100.0¢7
Total exposure~s™. ... .. 1.775.671 1 28.089.089 153,696 F.781.228
Total claims™ ... 8.797 E 108,189 1.725 16.090
Lapse Expenence
John Hancock ... ... ... .. a0 ! 198 | 19 377 17.97%
Massachusetts Mutual ... ... 30.9 | 339 45.0 450
Mutual of New York ..... .. 98 9.3 2 2
New York Lifte ... ... .. 23K 29.2 0.6 268
Northwestern. ... ... ... .. 3.4 7.8 4.9 10.1
Total .. ... .. ... ... 100.077 160,077 100,077 100 07
Total exposures™. ... ... 1.815.08% 28.619.130 178.519 1,910,318
Total lapses ..o oL 72.537 1.298.7K2 4.038 50,780

* In $1.000 units for amount.
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GUARANTEED INSURABILITY OPTION EXPERIENCE

LIST OF COMPANIES CONTRIBUTING TO THE MORTALITY

AND LAPSE EXPERIENCE AND PROPORTION OF

TOTAL EXPOSURES CONTRIBUTED BY EACH

LapsE EXPFRIENCE.

MORT ALITY EXPERIFNCE

Company Number of Amount of Number of Amount of

Policies Insurance Policies Insurance

John Hancock ............. 18.7%% 15.8% 14,607 11.6%
Massachusetts Mutual . ... .. 15.4 15.7 12.1 1.6
Mutual of New York ....... 17.6 16.1 13.7 1.7
New York Lite ..., .. 42.6 43.0 334 317
Northwestern............ .. 5.7 9.4 26.2 334

Total ... ... ... .. 100.07 ¢ 100.0% 100.077 100.0%%

Total exposures®. .. ..., 603.029 6.056.585 766.899 8.204.797

Total lapses or claims* 26.822 238.596 1.094 11.745

* In $1.000 units for amounts of insurance.

LIST OF COMPANIES CONTRIBUTING TO ELECTION

RATE STUDY AND PROPORTION OF TOTAL
ELECTIONS CONTRIBUTED BY EACH

PrROPORTION OF TOTAL FOR
Company Regular Special
Elections Elections
John Hancock ................ 11.2% T1A%
Massachusetts Mutuwal .. ... .. 7.2 56.0
Mutual of New York...... ... . 9.7 5.5
New York Life ..o .. 71.9 314
Total ... . .o L 100.07¢ 100.0%%
Policies eligible for election. .. .. 821.000 1.957.000"
Total clections ... ... oL 108.614 12.194

* Assuming that all policies are subject to special elections

cach year.






