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I INTRODUCTION

This report presents the results of a study jointly sponsored by LIMRA
International and the Society of Actuaries. The study examines the persist-
ency of deferred annuities on a contract anniversary basis. Contracts were
followed for a period of one year for separate samples of contracts in force
on 1992 and 1993 anniversaries respectively. Combined, the study observed
surrender behavior of these two samples for 1992 through 1994. The results
are based on business issued during 1979 through 1993 and written by 28
companies.

Important Note.: The period studied was one of generally declining interest
rates, followed by sharply increasing rates in 1994, Results might be differ-
ent in other financial environments,

One purpose of this study is to analyze the surrender activity of deferred
annuities by selected product, customer, and distribution characteristics. This
study is the first to examine surrender activity of all types of deferred an-
nuities. An earlier study, Single Premium Deferred Annuity Persistency
Study (LIMRA/SOA, 1992), which focused on single premium fixed annu-
ities, provided a foundation for the current study. Both studies are based on
information provided by life insurance companies, including a sample of
individual contract record data and a sample of product surveys containing
product, customer, and distribution information.

Another primary purpose of the analysis is to quantify the relationship
between surrender activity and variables associated with surrender. Quanti-
fying this relationship is useful in product design, valuation, investment
management, evaluation of market performance, and corporate planning.

The study examines contracts for which all of the cash value is surren-
dered (full surrenders) and contracts for which only a portion of the cash
value is withdrawn (partial withdrawals). It measures annualized full sur-

*Jointly sponsored by LIMRA International and the Society of Actuaries. Copyright © 1997
LIMRA Interpational, {nc. and the Society of Actuaries. Reprinted with permission.
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renders and partial withdrawals in fwo ways: as a iJez’centage of contracis
in force and as a pereentage of cash values in fore
The remainder of Section 1o g summary of cverall study results
and definitions and methodology ased in the study. Section I provides detail
and anaiyys of 1 ) single-premium deferred annuities
(SPDAs). Separate ided for fixed SPDAs for interest guar-
antee oer*ms (1GPs » and for contracts with longer interest
guarantees. An ana nium variable annuities (SPVAs) then
follows in Section d s surrender and cash-flow activity
of both fixed and varigbl n‘exibie-p;wmvm deferred annuities (FPDAs). The
appendices include detailed tables of surrender experience, the list of con-

tributing companies, a uctions that were given participanis for
submitting data used i

A. Summary of Reswlis
Of the 822,053 contracts

e
render, 45,543 (5.5%) had

%

(5.2%) incurred a full sur-
e w%thdrawm 2,420 (0.3%)

L
were annuitized, 4,361 (0. due to death or disability,
and 727,086 (88.5%) had no > a ac‘civity( 1@ 1). Full surrender
actlvity was highest among single premium fixed annuities (6.9%) and low-

est among SPVAs {2.6%), and partial withdrawal ac th‘fy was highest among

single premium contracts. ntracts were annuitized. This

is much lower than the 1.0 10 f% rate from ‘ch earlier study. Some possible

explanations for t te incly

© More cusiomers may be shopping for the
annuitizing with a different carrier.

Iod -1

© The average age of varizble annuity and flexible annuity purchasers is

best payout, which could mean

lower th t of the average fixed SPDA buyer. Two thirds (66.2%) of
ar‘mrtams who annuitized were between 65 and 74 years old.
TABLE |
SURRENDER ACTIVITY
Single Preminm Flexible Premium All
Fixed Variable Fixed Variable Contracts
Full surrender 6.9% 2.6% 5.3% 4.1% 5.2%
Partial withdrawal 7.5 7.0 4.8 3.8 5.5
Annuitized 0.3 \ 0.1 03 0.3 0.3
Death or disability 0.9 ; 0.4 0.3 0.4 0.5
No activity 84.4 89.9 89.3 91.4 88.5
100.0% | 100.0% 100.0% 100.0% 100.0%
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There were significant overall differences in surrender activity by distri-

bution channel (Table 2). Of the identifiable distribution channels, contracts
sold by stockbrokers had the highest surrender rates for all but SPVAs. This
is most evident when there are no surrender charges in effect. Direct-
response-sold contracts consistently had the lowest surrender rates.

TABLE 2
FULL SURRENDER RATES BY DDISTRIBUTION SYSTEM
Single Premium Flexible Premium
Distribution System Fixed Variable Fixed Variable Total
Career agent 4.9% 3.8% 6.1% 4.1% 4.8%
Independent agent 4.0 + 5.6 5.0 4.6
Stockbroker 12. 1.9 8.2 5.4 6.9
Bank 6.5 2.8 59 4.5 5.9
Direct response 1.8 + 4.0 2.1 3.5
Other 13.7 + 0.9 2.6 8.0
Total T71% 2.6% 53% 4.2% 5.2%

-+

insufficient data

B. Highlights

[

@

Surrender charges had a significant effect on surrender rates for single
premium products and little effect on flexible premium products.

In general, single premium contracts with larger cash values tended to
surrender more than smaller contracts. In contrast, the likelihood of sur-
render of FPDAs decreased as contract size increased.

Contracts sold in qualified markets generally had higher surrender rates than
nongqualified contracts (Figure 5, Figure 7, Table 23, and Table 30).

Except for career agent business, cash value surrender rates ranged from 36
to 52% for fixed SPDAs in the year surrender charges expired (Table 4).
Surrender rates for fixed SPDAs with low interest rates (2.1 to 4.0%)
were two to five times as high as contracts with higher interest rates.
While two-fifths (41.5%) of contracts surrendered in the year surrender
penalties expired, most (86.6%) contracts with low interest rates did so
that year (Table 9). The level of credited interest rate had a similar, albeit
lesser, effect on fixed FPDAs (Table 32).

Contracts sold by stockbrokers were surrendered more than business of
any other distribution system for all products except SPVAs (Table 2).
Nearly all (90.0%) cash value was surrendered from fixed SPDAs with
short interest guarantee periods sold by stockbrokers in the year following
surrender charge expiration. In contrast, a mere 5.7% of cash value was
surrendered that year from contracts sold by career agents (Figure 6).
The presence of a free full surrender provision tended to decrease the
likelihood of a full surrender from fixed SPDAs. However, contracts with
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Free full surrender provisions are any provisions that allow the customer
to surrender the entire annuity contract without being assessed a surrender
charge within a period when surrender charges are normally in effect. Two
common examples of such provisions are bailouts and windows. Bailout
provisions allow penalty-free withdrawals if the renewal interest rate ever
falls below a stated interest rate or, more commonly, falls more than a certain
percentage (often 100 basis points) below the initial credited interest rate.
Customers are usually limited to a 30- to 45-day period in which to exercise
this provision. We were unable to determine if the bailout clause was pierced
either during or prior to the study pericd since historic interest rates were
not collected for each contract. Window provisions are similar to bailout
provisions, with the exception that there is no condition upon the renewal
interest rate. Windows typically open for a 30- to 45-day period at the end
of the interest guarantee period. Both window and bailout provisions lose
value when surrender charges expire.

Flexible premium products are products that were filed as flexible premium
products with each state and where the primary expectation is for multiple
deposits. Flexible premium contracts with cash values less than $100 were
excluded. Since many flexible premium products have surrender charge
schedules based on the number of years since premium deposit, it was not
possible to determine whether these contracts had surrender charges in effect.

Single premium products are defined by the expectation for deposits, not
by the way in which the policy form was filed with each state. Products
filed as single premium by definition cannot receive additional deposits and
thus are always treated as single in this study. Products filed as flexible
premium but whose primary expectation for deposits is single premium are
also defined as single premium for purposes of this study.

Variable annuities include products with and without a fixed investment
option. Combination annuities, which are variable annuities with at Jeast one
fixed option, are included as variable. In this study, 98.2% of the single
premium variable annuity contracts and 98.4% of the flexible premium var-
iable annuity contracts in the study were combination annuities.

D. Metbodology Used

The percentages and rates in this study are calculated as follows:
Percentage of contracts
Number of contracts with a particular characteristic

= 100 X
Total number of contracts

Percentage of cash values
Cash values on contracts with a particular characteristic

= 100 X
Cash values on all contracts
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There was quite a bit of variability in the full surrender rate during the
year in which the surrender charge schedule expired. One third (33.5%) of
all fixed SPDAs (regardless of free full surrender provision) in force on the
anniversary when surrender charges expired were surrendered during the
following year. Surrender rates were highest for stockbrokers and lowest for
career agents (Figure 1). All distribution channels except carcer agents ex-
perienced increasing surrender rates as the year surrender charges expired
approached. Total cash value surrender rates (44.7%) and cash value sur-
render rates for each distribution system were higher than contract surrender
rates, suggesting larger contracts were more likely to be surrendered than
smaller contracts.

FIGURE |

SPDA FULL SURRENDER RATES IN THE YEAR SURRENDER CHARGES EXPIRED
80% Contract

EContrac

52.4%

OCash value

50% 46.6%
(] 43,070 24.7%
40% 365%
20% | 27.6%
20% — [ R
10% 5.6% 5.1% " —
0% T T

Career agents Independent Stockbrokers Banks
agents

Surrender activity was lowest while surrender charges were in effect,
highest in the year following surrender charge expiration, and then decreas-
ing somewhat thereafter (Table 4). Of contracts with identifiable distribution
channels, stockbrokers had the highest full surrender activity (regardless of
surrender charge status) and direct response the lowest. While surrender
charges were in effect, banks had the highest contract partial withdrawal
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had part of the cash value
older than buyers through

rate: Over 10 ‘% of contracis
withdrawn. Bank buyers o

7

other distri channel ematic withdrawal feature
income from the anmuity while | cting the principal to pass
ABLE 4

SPDA SURRENDER RATES BY DISTRIBUTION CHANNEL
(NUMBER OF CONTRALTS, 263,449; CasH YALUE IN TORCE, $8,979,854,724)

Pereentage Percentage Contract .
ot Wiilidrawal Rate Cash Value Withdrawal Rate
Distribution System Coniracts Full Partial Full Partial Total
With a Surrender Charge i :
Career agent 5 22.5% 4.8% 0 77% § 5.6% | 1.2% 6.8
Independent agent 20.1 3.4 8.5 3.7 1.2 49
Stockbroker 140 7. &.1 8.7 0.9 9.6
232 5.9 0.6 6.4 1.4 7.8
3.4 1.8 23 1.6 0.5 2.1
8.2 0.7 6.4 18.5 Il i1.6
91.2% 5.7% | 7.5% 62% | 1.2% 7.4%
Year Surrender Charges
Expired
Carcer agent 11% 56% | 7.5% 6.1% | 1.6% 7.7%
Independent agent 0.3 34.3 5.9 46.6 2.0 48.6
Stockbreker 1.6 447 5.1 32.4 1.6 54.0
Bank 0.6 27.6 8.6 36.5 2.2 379
Direct response 0.0 + + -+ + +
Other G.4 77.6 | 84.8 I +
Total 4.0% 4.8% | 33.5% 7.9% | 44.7% | 1.6% | 46.3%
One Year or More after
Surrender Charges Expired
Career agent 2.5% 2.3 5.4% | 10.8% 51% | 1.9% 7.0%
Independent agent 0.2 8.2 + - + +
Stockbroker 8.3 0.3 36.2 6.4 Z‘O 1 2.3 424
Bank 1.5 i 1.2 5.9 10.6 L4 12.0
Direct response 3.0 G.C + -+ + + +
Other 0.1 0.1 - + + + +
Total 4.7% 4.0% | 10.3% 8.6% | 114% | 1.7% | 13.1%
All Contracis - 100.0% | 100.0% 7.1% 8.0% 83% | 1.2% 9.5%
+ insufficient data
The rest of the analysis o PDAs is divided into four parts. The
first two parts provide the results of ression moedeling attempiing to (&)
identify and quantify the £ mb full surrender activity and {B)
measure the effect of interest rates on surrender activity. The final two parts
lock at (C) detailed surrender rates for contracts with interest guarantee
periods of one year or le g eater than one year, respectively.
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A. Factors Explaining Surrender

This section summarizes a multivariate model of fixed SPDA surrender.

Table 5 shows results from a regression analysis with full surrender ex-
plained by product, annuitant, and distribution channel characteristics. These
are ranked in descending order of importance, based on explained variance
(i.e., how much of the variance in sample surrender rates is explained by
each factor). In the total fixed SPDA sample, they explain just under 15%
of the variance in surrender rates.? It appears that other factors unique to
contract owners/annuitants and companies largely determine whether a given
contract will be surrendered or not. These would account for the rest of the
sampie variance in surrender.

TABLE §

FACTORS EXPLAINING FULL SURRENDER: ALL SPDA CONTRACTS VERSUS THOSE
WITH AND WITHOUT FREE FULL SURRENDER PROVISIONS

Explained Variance

Free Full Surrender Provision?

Individual Factor Effects, with Overlap Full Sample No Yes
Year surrender penalty expires 11.1% 19.9% 0.1%
Distribution system 49 11.1 0.6
Interest rate spread, net of surrender charge 35 4.8 04
Duration and account value 15 2.8 0.2
Free full surrender provision 0.7 na na
Tax status and interest guarantee period 02 0.4 *
Annuitant age at issue and sex * 0.1 *

All factors, less overlapping effects 14.9% 24.5% 1.5%

*less than 0.05%
na: Free full surrender feature not applicable to this sarmple

Excluding contracts with a free full surrender provision (i.e., bailout or
window) the model does better, explaining almost 25% of the sample var-
iance in surrender rates. For contracts that do allow for free early full sur-
render, surrender rates fall well below the sample average (3.7% versus 5.9%
for the full sample and 7.1% for contracts without such a provision). How-
ever, for these contracts, the model does poorly, explaining less than 2% of
the variance in surrender rates. Persistency within this sample clearly de-
pends less on controllable factors such as contract features and credited
interest rates and appears to have more to de with individual contract owner
circumstances.

*When applied to binary dependent variables, such as contract surrender versus no surrender,
least squares regression overstates model variance. So, estimates of statistical significance reported
in this section are conservative.
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Distribution system effects reported in Table 7 are relative to results for
business sold by career agents, which shows favorable persistency (low sur-
render rates) compared with stockbrokers, independent life agents, or banks.
The better persistency of career agent sales largely reflects the fact that these
contracts do not show a large surge in surrenders in the year the surrender
charge expires. This suggests that a different, more long-term sales approach
is being made by career agents compared with other producers. Results for
direct response and other distribution systems are based on too few com-
panies to support inferences about how distribution system affects persist-
ency.

TABLE 7

FACTORS PREDICTING FIXED SPDA SURRENDER
FixED SPDA CONTRACTS EXCLUDING THOSE WITH
FREE FULL SURRENDER PROVISIONS
(RaNK BASED ON EXPLAINED VARIANCE)

Factor Rank Direction of Effect
Year surrender charge expired 1 +
Sold by stockbroker 2 +
Years in force 3 +
Interest spread, net of surrender 4 -+
Tax-qualified 5 +
Larger account value 6 +
Sold through bank 7 +
Older issue ages 8 -
Sold by independent agent 9 +

Interest rate spread has a relatively small impact on surrender, especially
when surrender charge expiration is taken into account. Controlling for other
factors, the presence of either a bailout or window clause actually reduces
the likelihood of full surrender. From the survey results, we know that com-
panies with bailout clauses do a better job of keeping renewal interest rates
competitive. But lower surrender rates for contracts with a bailout or window
provision could also reflect that giving contract owners an opportunity to
withdraw funds penalty free in the event of an adverse financial situation
may lessen the likelihood they will surrender the policy during what may
be only temporary adverse interest spreads. Even though the existence of a
window provision did not increase the overall likelihood of surrender, con-
tracts with window provisions tend to be surrendered when the window
periods are open, as will be shown later in the report.
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B. Effect of Interest Raites on Survender Activity

Contracts with lower interest rates were surrendered at a higher rate than
contracts with higher interest rates. Surrenders were especially high for con-
tracts with rates at or below 4.0% and in the year surrender charges expired.
Even while surrender charges were in effect, over 10% of contracts with
interest rates between 2.1 and 4.0% were surrendered (Table 9). And, when
the surrender charges expired, most contracts (86.6%) with low interest rates
surrendered. Similar trends were evident in cash value withdrawal rates. The
cash value surrender rates were five percentage points higher than contract
surrender rates for contracts in the lowest interest rate bracket, suggesting
larger contracts were more sensitive to interest rates.

TABLE 9

F1xED SPDAS: SURRENDER RATES BY INTEREST RATE
(NUMBER OF CONTRACTS, 201,965; CasH VALUE IN FORCE, $6,990,317,457)

Contract Cash Value
Percentage of | Percentage of Surrender Surrender
Credited Interest Rate Contracts Cash Value Rare Rate
With a Surrender Charge
2.1% to 4.0% 0.8% 0.7% 10.3% 14.9%
4.1% to 6.0% 33.0 28.4 5.1 5.5
6.1% to 8.0% 39.3 41.1 4.6 4.9
8.1% to 10.0% 16.4 19.8 4.8 6.2
Total 89.5% 90.1% 4.8% 5.4%
Year Surrender Charges Expired
2.1% to 4.0% 1.4% 2.2% 86.6% 92.5%
4.1% to 6.0% 1.0 0.8 19.7 25.4
6.1% to 8.0% 1.1 1.2 238 33.1
8.1% to 10.0% 0.6 0.4 4.4 4.5
Total 4.0% 4.6% 41.5% 57.3%
One Year or More after
Surrender Charges Expired
2.1% to 4.0% 0.3% 0.4% 57.6% 66.2%
4.1% to 6.0% 3.1 2.3 10.4 10.8
6.1% to 8.0% 1.7 1.5 5.5 55
8.1% to 10.0% 1.4 1.2 4.4 3.5
Total 6.5% 5.3% 10.1% 11.4%
All Contracts 100.0% | 100.0% 6.6% 8.1%
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reflect the financial incentives to move cash values into variable return as-
sets. On the other hand, money market, CD, and other short-term alternative
rates were relatively low, so there was less incentive than usual to shift
funds to shorter-term financial products.

TABLE 10

S&P500 InpeEx LEVEL VERSUS
T-BoND YIELDS

Quarter S&I 500 T-Bond Yields
1992 Q1 412.00 7.73%
1992 Q2 410.16 7.80
1992 Q3 417.15 7.22
1992 Q4 423.66 7.33
1993 Q1 442.36 6.90
1993 2 445.46 6.62
1993 Q3 453.55 6.15
1993 Q4 464.25 6.14
1994 Q1 469.46 6.53
1994 Q2 450.99 7.41
1994 Q3 460.87 7.66
1994 Q4 460.00 8.05

Interest Rate Spreads and Contract Provisions

Companies’ interest crediting practices, not surprisingly, reflect various
contract provisions (product design features), especially the length of the
interest guarantec and whether the contract includes a free full surrender
provision, Table 11 shows that credited interest rates tended to be the highest
in relation to market rates (intcrest rate spread negative) for contracts with
longer interest guarantee periods and with a free full surrender provision.
Companies offering free full surrender provisions may purposely keep their
renewal rates high to prevent surrenders from occurring.

TABLE 11

FIxep SPDAS: AVERAGE INTEREST SPREAD
(MARKET RATE MmuUs CREDITED RATE)
8Y CONTRACT SURRENDER PROVISION

Free Full Surrender Provision?

Interest Guarantee Period Yes No All
One year or less -100 bp 0 bp —040 bp
Greater than one year =200 —150 —180
All ~140 bp —30 bp —80 bp

Note: Spreads are calculated at the end of the exposure period for in-
force contracts or the month of full sutrender for surrendered contracts.
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As a result, fixed interest rate comparisons from the study sample favored
surrendering the contract in only 7% of the fixed SPDA contracts with in-
. year, while 41% of the contracts
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RATES WHERE INTEREST SPREAD FAVORS SURRENDER

FixeEDp SPDAS: FULL SURRENDER

BY INTEREST GUARANTEE PERIOD
Simple Spread® Net Spread
— T

Spread i Full Full
Length of Interest Favors Pereentage ! Surrender i Percentage Surrender

Guarantee i Surrender? of Contracts Rate | of Contracts Rate
One Year or Less | Yes 41.2% 7.7% 11.2% 19.4%

No 58.8 6.4 88.8 54
100.0% 7.0% 100.0% 7.0%

Greater Than One Year Yes 7.3% 4.6% 0.1% +
No 92.7 6.3 99.9 6.1%
100.0% 6.1% 100.0% 6.1%

*current market rate for fixed annuities less rate credited on in-force contracts.
~insufficient data.

Tttt Ginoa 7
ALerest OPpirend
fa

n meory, higher ¢ est rates would make annuity surrenders
fess 1i <er Exp ”‘?ence foA fixed SPDA contracts during the 1992-94 ex-
posure period supports this ’zheory, although the results suggest surrender is

a good dea more complicated than that. For example, surrender was sig-

nificantly more likely for contracts offering interest rates below the current

i =1

nship denends heavily on the surrender charge

market level. But, the relatio



ANNUITY PERSISTENCY STUDY 575

provisions of the contract—both the size of the surrender charge in effect
at any given time and the timing of when the surrender charge expires.

Attempts to model the likelihood of surrender based on the net interest
spread were largely unsuccessful. The net spread formula was modified to
“amortize” the existing surrender charge over three years and over the
length of the current interest guarantee period. Just as homeowners refi-
nancing their mortgages will calculate the number of years it will take to
recover the points on the new loan, an annuity contract owner may see how
long it would take to recover the surrender charge on the old annuity. Am-
ortizing the spread over one year (e.g., the definition used to this point),
over three years, and over the length of the interest guarantee period altered
the distribution of contracts by nct spread but had little if any cffect on
actual surrender rates. Contracts more likely to surrender have little or no
surrender charge to amortize to begin with.

Figure 3 illustrates the sensitivity of fixed SPDA surrender to interest
rates. It plots actual full contract surrender rates versus the net interest rate
spread, with the surrender charge amortized over three years. Positive
spreads mean a financial incentive to swrender the contract.

FIGURE 3

FULL SURRENDER RATES VERSUS NET SPREAD FOR ALL FIXED SPDA CONTRACTS
(AND FOR YEAR SURRENDER CHARGES EXPIRED AND OTHER YEARS)

100%
L. —A—Full sample

80% +—— —&—Year expired

_ —o—0Other yrs / ;g
50% /
e

o Ay
20% P //

=

Expected surrender rates

0%
-5% 4% -3% 2% 1% 0% 1% 2%
Net spread™

*The net spread is rounded to the nearest quarter percentage point for negative net spreads and to
the nearest whole percent thereafter. In the year surrender charges expire, the net spread is rounded
to the nearest whole percent in all instances.
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The presence of a surrender charge had a significant effect on surrender
rates, especially for contracts with interest guarantees of one year or less
(Table 15). Full cash value surrender rates spiked to 59.2% in the year
surrender charges expired and then decreased to 11.5% thereafter. Cash
value surrender rates were significantly higher (59.2%) than contract surren-
der rates (43.3%) in the year surrender charges expired, suggesting that
contracts surrendering were larger than those not surrendering. Qualified
contracts withdrew part of the cash value more often than nonqualified con-
tracts. Meeting minimum distribution requirements may have contributed to
the higher partial withdrawal activity of these contracts.

TABLE 15

SURRENDER RATES FOR FIXED SPDAS: INTEREST GUARANTEE PERIOD ONE YEAR OR LESS
(NuMmBER OF CONTRACTS, 173,258; Cass VALUE IN Force, $5,503,623,503)

Percentage Percentage . Centract
of of Cash Withdrawal Rate Cash Value Withdrawal Rate
Type of Contract Contracts Values Full Partial Fuli Partial Total
With a Surrender Charge
Nongqualified 70.5% 69.8% 52% | 84% | 5.6% | 12% 6.8%
Qualified 18.4 18.5 5.7 11.9 5.7 2.2 7.9
Total 88.9% 88.3% 53% | 91% | 5.6% | 1.4% 7.0%
Year Surrender Charges Expired
Nonqualified 3.4% 4.1% | 41.5% | 6.6% | 55.6% | 1.4% | 57.0%
Qualified 1.0 1.5 49.9 11.0 68.7 2.4 71.1
Total 4.4% 5.6% | 433% | 7.5% | 592% | 1.7% | 60.9%
One Year or More after
Surrender Charges Expired
Nongqualified 5.6% 5.0% | 10.0% | 7.9% | 11.1% | 1.6% | 12.7%
Qualified 1.1 1.0 12.3 13.2 13.8 2.6 16.4
Total 6.7% 6.0% 1 104% | 8.8% | 11.5% | 1.8% | 13.3%
All Contracts 100.0% | 100.0% 73% | 9.0% | 9.0% | 1.4% | 10.4%

Surrender rates were generally level while surrender charges were in effect
and tended to spike in the year they expired. For example, the surrender rate
more than doubled from 6.7% to 15.4% for contracts with no free full sur-
render provision and a seven-year surrender charge schedule (Table 16).
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1. Free Full Surrender Provisions

Many contracts have provisions that under certain situations allow for full
surrender without surrender penalty. The two most common provisions of
this type are bailouts and windows. Bailout provisions allow the contract
owner to fully surrender the contract without penalty if the contract’s cred-
ited interest rate falls below a stated percentage or, more often, if the renewal
interest rate falls more than a certain percentage (e.g., 1%) below the initial
credited rate. Since historical interest rate histories were not collected for each
contract, it is not known whether any bailout provisions were “pierced” prior
to or during the study period. Window provisions do not have any conditions
that must be met other than expiration of the interest guarantee period. Con-
tracts with window provisions allow for penalty-free surrender during a win-
dow, say of 30 to 60 days, upon the expiration of the interest guarantee
pericd. As with window provisions, if a bailout provision is pierced, the
contract owner must surrender his or her contract within a specified window
in order to avoid surrender penalties. Both of these provisions lose value at
the end of the surrender penalty period. Bailout provisions are more common
than window provisions among products with shorter interest guarantee pe-
riods.

While surrender charges were in effect, contracts with bailout provisions
had surrender activity similar to contracts without any free full surrender
provision (Table 17). One explanation is that the existence of the bailout
provision provides an incentive for the insurance company to maintain com-
petitive renewal interest rates, thus minimizing free surrender activity. Be-
cause of the complexity of some bailout provisions and the way the data
were collected, it is not possible to identify contracts where surrender
charges were waived due to the bailout provision. Looking at these contracts
by observation year shows some interesting results; the full contract surren-
der rate increased from 2.9% for observation year 1992 to 7.3% for obser-
vation year 1993. The precipitous drop in interest rates during this period
(see Figure 2) may have pierced the bailout provision for some contracts.
Although full surrender activity was generally not remarkable for these con-
tracts, they did withdraw part of the cash value more than other contracts.
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3. Tax Status

Surrender rates were similar for qualified and nonqualified contracts while
surrender charges were in effect. Without surrender charges, qualified con-
tracts had much higher surrender rates than nonqualified contracts, especially
during the year surrender charges expired (Figure 5). Partial withdrawal
activity did not vary by tax status.

FIGURE §
Fixep SPDAs: FuLL CasH VALUE SURRENDER RATES RY TAX STATUS

58
70% =
60%
50% ONonqualified
e

40%
30%
20%
10% 5.0% 53%

0% | T

Charge* Year ¢charges Later years
expired

*exclades contracts with bailout or window provisions.

4. Distvibution System

The distribution system used had a much greater impact on surrender ac-
tivity for contracts with shorter interest guarantee periods than it did for con-
tracts with longer guarantees. This was especially true when there were no
surrender charges in effect. For example, cash value surrender rates for stock-
broker-sold contracts with interest guarantee periods of up to one year spiked
at 90.0% in the year following surrender charge expiration (Figure 6).
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Similar to contracts with shorter guarantees, full contract surrender rates
for this portion of the sample were higher for contracts without a surrender
charge (8%) than for those with surrender charges in effect (5.9%). This is
a much smaller difference than for contracts with shorter interest guarantee,
periods. While there was not enough exposure to further distinguish con-
tracts without surrender charges, there appears to be little difference between
surrender activity of confracts whose surrender charges expired in the current
year and those whose charges expired earlier. Qualified contracts were more
likely to have part of the cash value withdrawn than nonqualified contracts
were (Table 19). Meeting minimum distribution requirements may contribute
to the higher partial withdrawal activity of these contracts.

TABLE 19

FIXeD SPDAS: SURRENDER RATES FOR INTEREST GUARANTEE PERIOD GREATER THAN ONE YEAR
(NUMBER OF CONTRACTS, 86,058; CasH VALUE IN FORCE, $3,411.461,813)

Percentage Percentage . Contract .
of of Cash Withdrawal Rate Cash Value Withdrawal Rate
Type of Contract Contracts Valucs Full Partial Full Partia} Tota}
With a Surrender Charge
Nonqualified 69.9% 68.8% 5.8% | 4.8% | 62% | 0.7% 6.9%
Qualified 25.9 26.8 6.1 8.4 6.4 1.4 7.8
Total 95.8% 95.6% 359% 1 5.7% | 63% | 0.9% 7.2%
Without a Surrender Charge
Nonqualified 3.6% 3.8% 73% | 5.0% | 7.5%| 1.2% 8.7%
Qualified 0.6 0.6 11.6 27.1 15.1 35 18.6
Total 4.2% 4.4% 8.0% | 83% | 85% | 1.5% | 10.0%
All Contracts 100.0% 100.0% 6.0% | 59% | 64% | 0.9% 7.3%

During the surrender charge period, contracts with window provisions had
higher full surrender rates (8.3%) than contracts with no free full surrender
provision (5.1%), and contracts with bailout provisions had the lowest full
surrender rates (2.0%). Regardless of the presence of any free full surrender
provision, the expiration of an interest gnarantee period had a large impact
on full surrender rates. Contracts without such provisions but with three-
year interest guarantees showed sizable increases in full surrender rates in
the fourth and seventh contract years {Table 20). The high full surrender
rate in the seventh contract year were not a result of surrender penalties
expiring, since all of these contracts had at least two more years until sur-
render penalty expiration.
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FIXED SPDAS: SURRENDER RATES FOR CONTRACTS
WITIT THRERE-YEAR INTHE T GUARANTEE PERIODS
AND NO FREE FULL WITHDPRAWAL PROVISION
(NumBrrR oF CONTRACTS, 13,181; Casnt VALUE N FORCE, $461,571,857)
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2 19.1 L2086 7.2 1.4 0.9 2.3
3 249 2606 L 74 1.4 1.5 2.9
4 1.4 118 o7l 9.0 1.8 16.8
5 10.7 10.1 {39 | 24 13 5.7
6 : 10.4 10.0 1.4 3.6 6.3 3.9
7 4.8 4.9 . 0.7 20.6 0.1 20.7
8 2.2 2.2 - + + + -
9 14 14 + + |+
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TABLE 21

FixEp SPDAS: FULI. SURRENDER RATES FOR CONTRACTS

WITH A FIVE-YEAR INTEREST GUARANTEE PERIOD

BY FREE FULL SURRENDER PROVISION

585

Percentage Percentage N . .
of of Cash Bailout Provision Window Provision
Coatract Year Contracts Values Contract Cash Value Contract Cash Value
1 12.7% 11.4% 0.4% 0.2% 48% 10.3%
2 15.3 15.7 1.6 1.1 1.5 1.7
3 25.0 27.4 12 0.8 34 32
4 16.5 17.6 1.5 1.7 24 2.5
5 8.8 8.4 2.8 43 74 8.6
6 6.9 6.5 8.7 124 47.3 52.7
7 32 2.3 + + 6.9 6.8
8 5.7 4.9 + + 22 2.6
9 5.5 53 + - 11.0 12.0
10 0.6 0.5 + + + +
Total 1000% | 100.0% 1.9% 2.1% 7.8% 8.3%

“insufficient data

As shown earlier, contracts with longer interest guarantee periods did not
display much higher surrender activity after surrender charges expired. By
the time they did expire, many contracts with free full surrender provisions
(especially those with window provisions) may already have surrendered,
for those where surrender charges are an issue.

2. Tax Status

As with contracts with shorter interest guarantee periods, surrender rates
were similar for qualified and nonqualified contracts while surrender charges
were in effect. Without surrender charges, qualified contracts had twice the
surrender rates of nonqualified contracts (Figure 7).

FIGURE 7

Fixep SPDAS wWITH INTEREST GUARANTEE PERIOD GREATER THAN ONI YEAR:
FuLL CASH VALUE SURRENDER RATES BY TAX STATUS

20%
B Qualified 15.1%
ONongualified
10% 7.3% 7.5%
0% - ' I
Charge* No charge

*excludes contracts with free full surrender provisions.
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Pariial withdrawal ! 7.
Annuitized ‘ 0.1
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23}. Partial withdrawal activity for SPVAs was as high as that of fixed
SPDAs

SINGLID PREMIUM VARIABLE ANNUITIES (SPVAS)
(NUMBER OF CONTRACTS, 74,334; Cast VALUE IN FORCE, $2,389,731,870)

Contract
Withdrawal Rate Cash Value Withdrawal Raic
Type of Conract Full T Partial Full Partial Total
With a Surrerder Charge ‘ \
Nongualified 47.5% 54.6% | 1.7% | 7.5% 1.0% | 1.1% 2.7%
Qualificd 457 37.6 2.5 6.9 2.1 2.3 4.4
Total 93.2% 022% | 23% | 7.2% 1.8% | 1.6% 3.4%
Without a Surrender Charge
Nongqualified 4.0% 3.3% | 64% | 6.8% 8.7% | 1.3% | 10.0%
Qualified 2.8 2.5 6.9 5.5 10.8 1.9 12.7
Total 0.8% 7.8% | 6.6% | 0.3% 94% | 1.5% | 10.9%
All Contracts | 100.0% | 100.0% | 2.6% | 7.1% 24% | 1.6% 4.0%
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A model was developed to compare the surrender activity of various con-
tract characteristics. For contracts with surrender charges, tax status, contract
size, and distribution system were all statistically significant (Table 24).
Results for contracts without surrender charges were insignificant, due to
the small number of SPVA contracts with no surrender charges.

Among the 74,145 SPVA contracts in the model, 1,918 (2.6%) experi-
enced full surrenders. For those contracts with surrender charges, comparing
the full surrender activity of a particular contract characteristic with the
average full surrender activity for all SPVA contracts shows:
® Qualified contracts were surrendered 10.7% more frequently than the

average for all SPVA contracts.

@ Contracts with larger cash values were surrendered less frequently than
those with small cash values.

® Contracts sold by career agents had the highest surrender activity and
contracts sold by stockbrokers had the lowest.

TABLE 24

PERCENTAGE CHANGE® IN FULL SURRENDER ACTIVITY
FOR SPVA CONTRACTS WITH SURRENDER CHARGES

Tax status Qualified 10.7%
Nongqualified =97
Contract size Under $5,000 82.0%
$ 5,000 —$ 9,999 18.1
10,000 — 19,999 ns
20,000 — 29,999 —-22.0
30,000 - 49,999 -21.3
50,000 and cver —22.0
Distribution system Career agent 30.4%
Stockbroker —30.5
Bank 10.4

*To translate the percent change into an expected surrender rate, the
overall surrender rate of 2.6% 1s adjusted upward or downward by the
percentage change indicated. For example, the expected surrender rate
for qualified contracts is 2.6% X 1.107, or 2.9%.

ns: results not statistically significant for these characteristics.
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TABLE 25

589

SPVAs: FULL SURRENDER RATES BY TiME REMAINING IN SURRENDER CHARGE SCHEDULE
(NUMBER OF CONTRACTS, 74,382; CasH VALUE IN FORCE, $2,392,091,878)

Percentage of Percentage of Contract Cash Value
Years Remaining Contracts Cash Value Surrender Rate Surrender Rate
3 or more 84.5% 81.5% 2.2% 1.7%
2 4.3 5.0 3.4 2.6
1 4.4 5.7 34 2.7
0 35 4.1 7.1 115
-1 19 2.0 6.7 8.9
--2 or more 1.4 1.7 5.3 4.9
Total 100.0% 100.0% 2.6% 2.4%

Over half of the SPVA contracts in the sample had a six-year surrender
charge schedule. Full contract surrender rates did not increase significantly
in the seventh year for these contracts. However, cash value surrender rates
increased from 4.2% to 13.0% in the seventh year, again suggesting that
larger contracts tended to be surrendered when the surrender charge schedule
expired (Table 26).

TABLE 26

SPVA SURRENDER RATES BY DURATION
FOR CONTRACTS WITH A SURRENDER CHARGE SCHEDULE OF SIX YEARS
(NUMBER OF CONTRACTS, 37,673; CasH VALUE IN FORCE, $1,068,480,005)

Percentage Percentage Contract i

of of Cash Swrender Rate Cash Value Withdrawal Rate

Centract Year Contracts Values Full Partial Full Partial Total
1 33.2% 24.8% 1.2% 1.8% 0.6% 0.4% 1.0%

2 28.3 274 23 5.6 1.2 1.1 2.3

3 15.3 18.5 3.1 7.9 24 1.5 39

4 52 6.2 5.5 8.0 2.7 29 5.6

5 3.5 43 5.7 5.2 5.0 1.4 6.4

6 4.6 6.0 4.8 9.3 42 1.7 59

7 4.6 5.8 6.7 7.7 13.0 1.7 14.7

8 2.8 34 6.6 6.2 9.7 1.6 11.3

9+ 2.6 3.6 5.0 4.6 4.6 1.6 6.2
Total 100.0% 100.0% 2.9% 5.1% 2.8% 1.3% 4.1%

B. Distribution System

Over half (53.9%) of the SPVAs in the study were sold by stockbrokers.
Unlike fixed SPDAs, full surrender rates for stockbroker-sold contracts were
the lowest. This result may be somewhat misleading since most of these

contracts were recent sales and were still in the surrender charge period
(Table 27).
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TABLE 27

SPVA SURRENDER RATES BY DISTRIBUTION SYSTEM
(NUMBER or CONTRACTS, 74,382; Castt VALUE IN FORCE, $2,392,091,878)

Contract
Surrender Rate Cash. Value Withdrawal Rate
Dyisirbuiion System Contracts tull Partial Full Partial Total
Career agent 2814% 1 23.2% 3.8% 6.5% 3.4% 2.2% 5.6%
Stockbroker 539 37.1 19 7.3 1o 1.3 3.2
Bank 18.0 17.7 2.8 7.5 2.6 1.5 4.1
Total 100.0% 106.6% 2.6% 7.1% 2.4% 1.6% 4.0%

{ are combination annuities. Combi-
nation annuifics arc variable annuities with at least one fixed interesi ac-
count. While most racts e or less invested in these options,
surrender acti percentage invested in fixed ac-
counts increased

223

SPVA SURRINDER RATES ANIOUNT INVESTED IN FIXED ACCOUNTS
FOR CONTRACTS WITIH SURRENDER CHARGES
(NumBER OF CONTRACTS, 67.772; Casi YALUE IN FORCE, §2,159,782,600)

Percentage
of ¢ Surrender Rates
xed HRE Values Conuract Cash Value
0-20% 85.6% 82.5% 2.1% 1.6%
21-40% 2.2 2.8 2.2 1.3
1--60% 2.9 3.0 3.5 2.0
61-80% s 1.9 3.0 33
81-100% 7.7 S.7 4.2 3.6
Total 100.0% 100.0% 2.3% 1.8%

RED ANNUITIES (FPDAs)

ver half (58.2%) of the contracts
noie 22,080 {4.6%) incurred

lm cash value ‘mthdrawn 1,431
3 were surrendered due to death or

had no withdrawal activity. Both full sur-

ac;iw:ty were slightly higher for fixed contracts

rey ‘de and p szi withdrawal
than for variable contracts {Table 29 and Table 30).
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TABLE 29
FPDAs: TYPE OF ACTIVITY
Fixed Variable All
Full surrender 5.3% 4.1% 4.6%
Partial withdrawal 4.8 3.8 42
Annuitized 0.3 0.3 03
Death or disability 0.3 0.4 04
No activity 89.3 91.4 90.5
100.0% 100.0% 100.0%

Surrender behavior of flexible contracts was not as sensitive to the level
and existence of surrender charges as that of single premium contracts. Many
FPDAs had surrender penalty schedules for each premium deposit. Most var-
iable FPDAs (74.0%) and one fifth (21.5%) of fixed FPDAs had surrender
penalties based on the number of years since each deposit was made. For
these contracts, it is difficult for the contract owner who makes multiple con-
tributions to know exactly when and if the surrender penalties expire. This
and the fact that many purchasers of FPDAs intend to continue making de-
posits are two reasons these contracts were less sensitive to surrender charges
than SPDAs.

TABLE 30

SURRENDER RATES FOR FPDAS
(NUMBER OF CONTRACTS, 473,622; CasH VALUE IN Forcg, $7,726,035,703)

Percentage Percentage Contract ; .
of of Cash Surrender Rate Cash Value Withdrawal Rate
Contract Year Contracts Values Full Partial Full Partial Total
Fixed
Nonqualified 7.1% 8.8% 4.9% 5.8% 4.6% 1.5% 6.1%
Qualified 36.1 294 5.4 4.7 4.9 1.6 6.5
Total 43.2% 38.2% 5.3% 4.9% 4.8% 1.6% 6.4%
Variable
Nongqualified 16.6% 26.2% 3.1% 5.4% 3.1% 1.4% 4.5%
Qualified 40.2 35.6 4.6 34 3.8 1.6 54
Total 56.8% 61.8% 4.2% 4.0% 3.5% 1.5% 5.0%
All Contracts 100.0% 100.0% 4.7% 4.4% 4.0% 1.6% 5.6%

There was no dramatic increase in full surrender activity even as surrender
charges approached 0% among the 78.4% of fixed contracts whose surrender
charge schedules were based on the number of years since contract issue.’

SA similar analysis of variable FPDAs was not possible due to the small number of products
whose surrender charges are based on the number of years since contract issue.
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Qualified contracts had surrender rates 18-20% higher than average.
Annuitants with attained ages under 40 and fixed annuitants with attained
ages over 70 experienced the highest surrender activity.

Females were less likely to surrender than were males among both fixed
and variable annuities.

In general, smaller contracts were more likely to be surrendered than
larger contracts. With the exception of contracts with cash values ex-
ceeding $50,000, the larger the contract the less likely it was to surrender.
As with single premium fixed contracts, flexible premium annuities sold
by stockbrokers had the highest surrender activity, 95% (variable) to
151% (fixed) higher than average. Direct response had the lowest surren-
der activity among contracts with an identifiable distribution system.

TABLE 31
FPDAS: PERCENTAGE CHANGE® IN FULL SURRENDER ACTIVITY
Fixed Variable
Tax Status Qualified 18.6% 20.3%
Nongualified —15.7 —169
Attained Age Under 40 20.1% 26.6%
40 to 49 -7.7 -39
50 to 59 —22.7 —14.5
60 to 64 ns 7.4
65 to 69 —10.1 ns
70 and over 33.6 —112
Sex Female —8.2% -9.1%
Male 8.9 10.0
Contract Size Under $5,000 25.6% 26.2%
$ 5,000 -3 9,999 ns 16.3
10,000 — 19,999 —4.3 ns
20,000 — 29,999 -10.1 -9.0
30,000 — 49,999 —12.6 —14.8
50,000 and over 4.1 —13.8
Distribution System Career agent 35.5% ns
Independent agent 20.6 242
Stockbroker 150.7 95.4
Bank 49.0 17.6
Direct response —14.2 —31.2
Other —380.9 —47.0

*To translate the percent change into an expected surrender rate, the
overall surrender rate of 4.7% 1s adjusted upward or downward by the
percentage change indicated. For example, the expected surrender rate for
fixed qualified contracts is 4.7% X 1.186, or 5.6%.

ns: results not statistically significant for these characteristics.
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TABLE 33
FPDA SURRENDER RATES BY PLAN TYPE
Percentage Percentage Contract
of of Cash Surrender Rate Cash Value Withdrawal Rate
Distribution System Contracts Values Full Partial Full Partial Total
All FPDAs
(Number of Contracts, 473,622; Cash Value in Force, $7,726,035,703)
IRA 49.1% 36.8% 4.5% 3.5% 3.9% 1.5% 5.4%
IRA-SEP 3.0 1.8 6.8 3.5 5.5 1.9 7.4
403(b) 17.7 17.9 4.2 5.1 4.1 1.4 5.5
457 0.3 0.3 9.0 33 10.8 13 12.1
401(k) 1.2 0.8 13.5 5.9 6.3 5.4 11.7
Other Corporate L4 2.3 13.5 8.4 9.0 4.9 139
Keogh (HR10) 22 32 10.0 33 54 1.9 7.3
Other Qualified 1.4 1.9 43 2.4 3. 1.0 4.3
Total Qualified 76.3% 65.0% 5.0% 4.0% 4.3% 1.6% 5.9%
Nonqualified 23.7% 35.0% 3.7% 5.5% 3.5% 1.4% 4.9%
Total 100.0% 100.0% 4.7% 4.4% 4.0% 1.6% 5.6%
Fixed FPDAs
(Number of Contracts, 204,50_; Cash Value in Force, $2,953,002,525)
IRA 60.7% 46.2% 4.8% 3.7% 4.4% 1.4% 5.8%
IRA-SEP 2.7 1.8 8.0 3.9 7.1 2.4 9.5
403(b) 14.8 19.0 5.5 8.7 45 14 5.9
457 0.5 0.6 6.7 3.0 10.4 1.2 11.6
401(k) 0.5 0.6 12.1 3.5 3.8 3.8 7.6
Other Corporate 2.2 3.9 153 9.8 9.4 5.8 15.2
Keogh (HR10) 1.5 3.1 8.6 3.1 6.3 1.1 74
Other Qualified 0.8 1.7 6. 2.9 5.0 1.5 6.5
Total Qualified 83.6% 76.9% | 54% | 47% | 49% | 1.6% | 65%
Nonqualified 16.4% 23.1% 4.9% 5.8% 4.6% 1.5% 6.1%
Total 100.0% | 100.0% | 53% | 4.9% | 48% | 16% | 64%
Variable FPDAs
(Number of Contracts, 269,12%; Cash Value in Force, $4,773,033,179)
IRA 40.3% 310% | 42% | 34% | 34% | 1.5% | 4.9%
IRA-SEP 32 1.7 6.0 33 4.5 15 6.0
403(b) 19.9 17.2 34 3.2 3.8 1.4 5.2
457 0.1 0.1 + + + + +
401(k) 1.7 1.0 13.9 6.5 7.2 6.0 13.2
Other Corporate 0.8 1.3 9.9 5.5 8.2 3.0 11.2
Keogh (HR10) 2.9 33 10.6 3.5 4.8 24 72
Other Qualified 1.9 2.0 3.5 2.2 24 0.8 3.2
Total Qualified 70.8% 57.6% 4.6% 3.4% 3.8% 1.6% 5.4%
Nonqualified 29.2% 424% | 31% | 54% | 3.1% | 14% | 45%
Total 100.0% 100.0% 4.2% 4.0% 3.5% 1.5% 5.0%

+insuflicient data
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E. Cash-Flow Measures

Because many FPDA contract owners make multiple deposits, it is val-
uable to understand the premium payment patterns of such contracts. Over
one quarter (26.2%) of contract owners in the second and later contract years
made deposits during both the current year of observation and the prior
year. Contracts sold under qualified programs were more likely than non-
qualified contracts to receive contributions from year to year. This was es-
pecially truc of the 403(b) market, where annuities often serve as the defined
contribution pension plan. The percent of qualified contracts that received
contributions in successive years declined over time. Nonqualified and IRA
annuities had the lowest percentage, since these often receive one-time,
rather than periodic, contributions (Table 35).

Table 36 shows the ratio of contributions between successive years for
contracts receiving contributions in both the current and prior year. Total
contributions in the second contract year were nearly half (48.9%) of total
contributions in the first contract year for contracts with contributions in
both years. After the second year, this ratio was much closer to, and some-
times exceeded, 100%. The main reason for the lower ratio in the second
year is that many contracts had large single deposits in the first year, usually
in the form of a rollover from another plan. These ratios and the percent of
contracts that make successive payments were the highest and most consis-
tent among 403(b) annuities, especially variable annuities. Usually, 403(b)
annuities are purchased through the workplace with contributions deducted
from salary.

All plans had high initial contributions (Table 37). Nonqualified contracts
had the highest initial contributions. After the first year, both IRA and non-
qualified contracts generally had low average contributions compared with
403(b) and other qualified contracts.
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FPDAS: PERCENTAGE OF CONTRACTS WITHE PREMIUMS IN BoTII THE CURRENT AND PRIOR YEAR

Qualifieé
Contract Year Nonqualificd IRA 403(0) Other Qualified All
All FPDAs

2 20.1% 30.1% 86.1% 73.1% 42.2%
3 163 19.0 76.1 60.9 32.2
4 8.5 17.2 65.8 52.7 26.0
5 10.6 15.5 587 50.4 24.5
5} 0.6 122 58.8 47.8 21.2
7 6.7 9.4 53.4 41.9 15.7
8 9.9 10.2 55.0 36.3 14.8
B 1.8 12.5 533 30.9 17.1
10 14.3 13.9 56.0 343 18.9
11 13.9 183 47.7 32.2 21.2
12 12.7 17.8 45.0 303 23.8
i3 8.4 20.2 43.2 347 27.8
14 6.5 19.5 29.1 21.6 19.6

All Years 12.3% 16.3% 66.8% 53.3% 26.2%

Fixed FPDAs

2 19.2% 8% 81.7% 63.5% 36.0%
3 10.4 b 69.4 53.2 275
4 8.2 9 57. 45.8 25.2
5 13.1 3 48.2 48.2 253
6 195 2 45.8 46.9 24.9
7 13.2 . 447 42.8 20.0
8 12.2 7 42.0 29.9 16.7
G 17.8 9 41.9 285 17.0
10 238 4 37.3 34.6 17.3
11 196 6 38.9 33.0 20.3
i 22.9 .9 36.7 333 23.4
13 255 X< 34.0 38.8 28.8
14 17.5 2 31.2 23.2 24.1

All Years 13.6% 8.5% 50.9% 45.1% 23.8%

Variabie FPDAs

2 20.5% 28.6% 86.9% 75.9% 44.5%
3 10.2 16.4 783 64.2 34.9
4 8.8 145 74.1 56.0 26.6
5 8.5 12.0 76.3 51.4 23.7
6 7.2 8.4 76.5 48.1 18.7
7 48 6.4 743 41.6 13.2
8 9.1 6.5 9.8 41.1 13.1
S 8.1 8.1 70.0 34.4 17.2
10 3.2 114 70.2 - 25.5
i1 7.2 S 59.4 + 24.7
12 4.0 5.8 54.9 + 24.9
13 1.3 4.7 53.4 + 26.3

All Years 11.5% 13.8% 77.6% 57.8% 28.3%

+insufficient data
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TABLE 36

599

FPDAs: RATIO OF CURRENT PREMTUM TO PRIOR YEAR’S PREMIUM BY PLAN TyPE
FOR CONTRACTS WITH PREMIUMS IN BOTH YEARS

Qualified
Contract Year Nonqualified IRA 403(b) Other Qualified All
All FPDAs

2 54.4% 42.9% 49.9% 48.4% 48.9%

3 88.6 87.6 96.3 81.5 91.0

4 91.4 85.3 98.2 80.0 90.5

5 98.8 92.9 97.0 90.3 94.8

6 99.7 94.3 98.4 95.6 96.8

7 75.2 92.7 95.0 90.0 91.3

8 100.5 95.8 96.0 89.7 94.9

9 86.0 98.2 100.6 91.0 97.1

10 155.8 96.7 97.3 101.8 98.8

11 63.0 86.6 95.6 78.7 88.5

12 85.1 96.1 98.8 85.2 95.8
Years 3+ 90.8% 91.3% 97.0% 86.7% 92.9%
All Years 63.6% 63.0% 75.5% 70.5% 69.1%

Fixed FPDAs

2 52.8% 39.6% 58.0% 36.5% 45.2%

3 101.0 82.2 85.9 71.1 84.3

4 101.6 87.8 94.2 65.7 87.2

5 102.6 98.3 9l.1 83.8 92.7

6 81.9 103.1 96.0 93.8 96.2

7 91.7 94.1 89.5 82.4 88.6

8 106.1 96.0 92.7 96.5 95.7

9 94.2 96.6 97.2 86.0 94.0

10 159.7 99.3 94.6 106.0 100.2

11 58.2 94.6 93.6 77.7 90.4

12 88.8 99.4 98.0 77.0 94.8
Years 3+ 98.1% 94.3% 92.2% 81.7% 91.0%
All Years . 70.6% 71.3% 86.0% 68.1% 75.0%

Vatiable FPDAs

2 54.7% 44.3% 49.0% 53.1% 49.9%

3 82.9 91.7 99.1 86.3 93.6

4 86.5 83.4 101.2 89.9 92.7

5 94.9 87.3 102.7 95.1 96.7

6 117.1 83.2 100.7 97.6 97.5

7 72.5 91.0 99.6 103.1 94.0

8 97.9 95.5 98.4 82.5 93.9

9 82.7 104.3 104.0 117.4 103.4

10 + 80.4 99.6 + 95.8

11 + 55.1 96.9 + 854
Years 3+ 86.8% 87.2% 100.0% 91.3% 94.4%
All Years 61.5% 57.0% 72.1% 72.1% 66.5%

+insufficient data
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TABLE 37
FPDAS: AVIRAGE ToTar ANNUAL CONTRIBUTIONS BY CONTRACT YRAR
Qualified
Contract Ycar Nonqualilficd IRA 403{o} Other Qualified All
All FPDAs
1 $28,847 315,937 57,513 $16,140 $19,557
2 2,068 1,313 2,892 3,491 2,022
3 1,067 769 2,704 2,354 1,399
4 617 546 1,983 1,962 936
5 589 469 1,899 2,063 866
6 624 486 1,952 2,276 855
7 <88 372 2,037 2,224 668
8 541 359 1,724 2,090 577
9 314 440 1,603 2,221 623
10 443 02 1,564 2,661 652
11 476 488 1,523 1,304 675
12 464 363 1,502 1,283 688
Total $ 8,953 5 2,660 $3,099 $ 4240 $ 4,336
Years 2-— S 1,022 5 393 $2,251 S 2,358 $ 1,067
Fixed FPDAs
1 $18,522 $10,363 $8.213 $14,842 $12,785
2 1,905 1,447 2,319 3,353 1,802
3 911 831 1,997 2,260 1,127
4 467 534 1,620 2,121 807
5 566 562 1,502 2,304 821
5 695 561 1,638 3431 1,012
7 464 458 1,627 3,938 798
8 653 395 1,320 2,364 589
9 277 409 1,350 2,395 563
10 416 456 1,135 2,158 575
11 208 297 1,179 1,276 520
12 528 373 1,138 1,245 578
Total $ 3,072 $ 1,255 $1,767 $ 3333 $ 1,746
Years 2+ 5 R64 S 380 51,547 $ 2,441 S 873
Variable FPDAs
i $30,444 517,957 $7,456 $16,456 $21,052
2 2,135 1,229 3,000 3,545 2,118
3 1,176 7i8 2,964 2,400 1,575
4 735 382 2,361 1,879 1,047
5 610 434 2,509 1,927 912
6 295 336 2,427 1,678 730
7 496 31t 2,609 1,344 582
8 485 314 2,318 1,830 564
9 337 335 2,268 1,837 785
10 481 505 2,466 1,706 1,031
11 741 1,055 2,136 1,472 1,365
12 408 311 2,108 1,458 1,054
Total $11,537 S 4,175 $3,928 $ 4,776 $ 6,337
Years 2+ $ 1116 S 6i0 | $2,710 $ 2,302 $ 1,255
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APPENDIX A
DETAILED SURRENDER TABLES

TABLE A-1

SURRENDER RATES FOR FIXED SPDAS: INTEREST GUARANTEE PERIOD ONE YEAR OR LESS
FOR YEAR SURRENDER CHARGES EXPIRED
(Numser oF CoNTrACTS: 7,680; CasH Varur W Forcr: $309,825,056)

Percentage Percentage X Contract N .
of of Cash Withdrawal Rate Cash Valve Withdrawal Rate
Contracts Values Fuil Partial Full Partial Total
All Contracts 100.0% 100.0% 43.2% 7.5% 59.2% 1.7% 60.9%
Type of Plan
IRA 14.2% 15.4% 49.8% 12.8% 69.4% 1.9% 71.3%
403() 1.6 1.8 + -+ + + +
Other qualified 5.9 9.9 56.1 + 70.6 + +
Nonqualified 78.3 73.0 41.5 6.6 55.6 1.4 57.0
Attained Age
Under 40 3.5% 2.0% + + + + +
40 to 49 8.3 7.7 49.1% 3.2% | 70.0% 0.8% 70.8%
50 to 59 14.8 13.6 47.4 2.1 64.6 1.9 66.5
60 to 64 15.2 15.8 49.7 6.9 66.9 1.7 68.6
65 to 69 20.4 232 47.6 8.8 65.1 1.2 66.3
70 and over 379 37.8 41.5 10.8 54.6 2.1 56.7
Sex
Male 54.9% 60.7% 44 8% 7.4% 63.4% 1.8% 65.2%
Female 45.1 39.3 41.6 7.5 52.6 1.5 54.1
Account Value
Under $5,000 2.2% 0.2% -+ + + + +
5,000- 9,999 14.4 2.9 36.3% 6.5% 35.0% 1.4% 36.4%
10,000-19,999 29.6 10.9 35.6 5.6 354 1.1 36.5
20,000-29,999 16.8 10.3 40.0 7.6 40.5 1.5 42.0
30,000—49,999 16.7 15.8 46.1 9.1 46.4 1.6 48.0
50,000 and over 20.3 60.0 63.3 11.0 713 1.9 732
Distribution System
Career agent 33.7% 252% 5.3% 8.1% 5.7% 1.8% 7.5%
Independent agent 9.2 9.2 38.0 6.5 509 22 531
Stockbroker 274 384 83.8 5.6 90.0 1.2 91.2
Bank 18.0 11.2 28.4 8.6 372 2.0 392
Other 11.6 16.0 85.7 -+ 89.8 + +

+insufficient data.



TSA 1995-96 REPORTS

(@)}
o]
[\

TABLE A2
SURRENDER RATES FOR FIXED SPDAS: INTEREST GUARANTEE PERIOD ONE YEAR OrR LESS
FOR SURREN CHARGES EXPIRED AT LEAST ONE YEAR EARLIER
{NUMRER OF T RACTS: 11,618; CasH VALUE IN Forcr: $332,830,482)

Pereentage DPereentage Contrac:
of Cash Withdrawal Rate Cash Value Withdrawal Rate
Contracts Values Full Partial Full Partial Total
Al Contracts 100.0% 100.0% 16.4% 8.8% 11.5% 1.8% 13.3%
Type of Plan
IRA 8.3% 8.3% 15.0% 13.1% 16.5% 3.5% 20.0%
403(b) 3.3 3.7 6.8 16.1 5.4 2.0 74
Other qualified 2.7 33 + + + + +
Nonqualified 83.7 82.6 10.0 7.9 111 1.6 127
Attained Age
Under 40 2.2% + + + + +
40 10 49 6.1 11.5% 2.5% 10.3% 1.0% 11.3%
50 to 59 3.4 10.1 3.0 11.3 0.6 11.9
60 0 64 13.2 11.8 6.3 14.2 2.0 16.5
65 o 69 18.9 10.1 9.5 11.2 1.7 13.2
70 and over 47.2 9.8 11.6 10.6 2.2 12.8
Sex
Male 55.3% 10.1% 8.3% 11.9% 1.8% 13.7%
Female 447 10.6 93 111 1.8 12.9
Account Value
Under $5,000 0.7% 13.8% 4.1% 14.2% 1.0% 15.2%
5,000~ 9,999 32 133 7.1 134 1.2 14.6
10,0600-19,999 6.5 8.3 7.3 9.3 1.2 10.5
20,600-29,999 7.2 3.7 84 8.7 1.6 10.3
30,000-49,999 220 8.2 9.9 9.2 1.5 10.7
50,000 and over 4.4 2.5 15.5 14.8 2.4 17.2
Distribution System
Career agent 55.8% 58.8% 5.3% 10.8% 5.0% 1.9% 6.9%
Independeant agent 3.8 4.7 14.8 6.8 17.6 1.4 19.0
Stockbroker 3.0 4.6 0.7 -+ 62.6 + +
Bank 36.6 293 1.3 8.6 10. 1.4 12.0
Other 1.7 2.7 + + + + +

-insufficient data.
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TABLE A-3

SURRENDER RATES FOR FIxeED SPDAS: INTEREST GUARANTEE PERIOD ONE YEAR OR LESS
FOR CONTRACTS WITH A SURRENDER CHARGE AND NO FREE FULL SURRENDER PROVISION
(NUMBER OF CONTRACTS: 104,616; Cass VALUE IN FORCE: $3,327,746,955)

Percentage Percentage . Contract
of of Cash Withdrawal Rate Cash Value Withdrawal Rate
Contracts Values Full Partial Full Partial Total
All Contracts 100.0% 100.0% 5.0% 8.8% 5.2% 1.3% 6.5%
Type of Plan
IRA 16.8% 16.0% 5.1% 11.7% 4.6% 2.3% 6.9%
403(b) 0.4 0.5 5.8 12.3 4.5 1.7 6.2
Other qualified 0.7 1.2 109 4.1 10.0 1.0 11.0
Nonqualified 82.1 82.3 4.9 8.2 53 1.2 6.5
Attained Age
Under 40 5.4% 3.5% 6.9% 4.6% 6.2% 1.5% 7.7%
40 to 49 10.0 7.8 57 3.1 5.7 1.9 6.6
50 to 59 18.6 17.8 44 3.7 53 1.1 6.4
60 to 64 14.4 15.4 4.7 7.8 4.9 1.4 6.3
65 to 69 17.3 18.3 4.5 8.9 4.6 1.4 6.0
70 and over 343 37.2 51 14.3 55 1.4 6.9
Sex
Male 49.3% 54.0% 5.1% 7.9% 5.3% 1.3% 6.6%
Female 50.7 46.0 4.9 9.7 52 1.4 6.6
Account Value
Under $5,000 7.6% 0.6% 5.8% 4.9% 5.7% 0.9% 6.6%
5,000~ 9,999 16.5 3.5 5.6 54 5.6 0.8 6.4
10,000-19,999 27.6 12.2 4.6 7.5 44 0.9 53
20,000-29,999 16.8 12.8 47 8.8 4.7 1.0 57
30,000+49,999 13.7 16.2 5.1 113 5.2 1.2 6.4
50,000 and over 17.9 54.6 4.8 13.7 5.5 1.6 7.1
Distribution System
Carcer agent 12.8% 14.6% 4.3% 8.0% 4.6% 1.3% 5.9%
Independent agent 14.7 18.9 33 6.8 3.6 1.3 4.9
Stockbroker 5.6 7.9 11.0 8.2 12.9 1.3 14.2
Bank 50.1 40.3 5.1 11.0 5.1 1.6 6.7
Direct response 7.4 8.3 1.8 2.5 1.6 0.5 2.1
Other 9.4 9.9 6.9 7.0 6.9 1.0 7.9
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SURRENDER RATES FOR FIXED SPDAS: INTEREST GUARANTEE PERIOD ONE YEAR OR LESS
FOR CONTRACTS WITH A SURRENDER CHARGE AND A BAILOUT PROVISION
(NUMBER GF CONTRACTS: 48,336; Cast VALUE IN FORCE: $1,502,447,542)
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Pereentage
of Casi
Values

All Contracts

Type of Plan
IRA
403(b)
Other qualified
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Aftained Age

Under 40

40 10 49

50 o 59

60 10 64

&5 10 69

70 and over

Sex
Male
Female

Account Value
Under $5,000

5,000— 9,999

16,000-19,99%
20,000-29,999
30,000-49,999
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independent agent
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Contract

Withdrawai Rate Cash Value Withdrawal Rate
Full Partial Full Partial Total
51% | 98% | 57% | 15% | 7.2%
6.0% 14.6% 6.3% 2.8% 9.1%

—+ + -+ + +
5.8 7.7 6.8 1.5 8.3
4.8 8.9 5.4 1.2 6.6
5.2% 4.2% 4.7% 1.2% 5.9%
3.7 3.7 6.3 1.0 7.3
3.0 4.3 3.7 i1 4.8
29 9.3 2.6 1.6 42
3.0 12.5 3.4 1.9 5.3
3.6 14.2 3.6 1.6 5.2

|

53% | 90% | 62% | 1.6% | 7.8%
49 10.6 52 1.5 6.7
2.8% 2.5% 6.1% 2.7% 8.8%
50 5.1 4.9 0.9 5.8
4.7 8.2 47 0.8 5.6
4.9 10.0 4.9 1.0 5.9
53 11.7 5.4 1.5 6.9
53 6.7 6.3 1.9 8.2
4.4% 10.5% 4.8% 1.7% 6.5%
4.7 7.4 5.7 1.5 7.2
6.3 5.1 6.3 1.7 8.0
7.4 14.1 7.4 1.3 8.7

=+ + + + +

Other

“+insufficient data.
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TABLE A-5

SURRENDER RATES FOR FIXED SPDAS: INTEREST GUARANTEE PERIOD GREATER THAN
ONE YEAR FOR CONTRACTS WITHOUT SURRENDER CHARGES
(NUMBER OF CONTRACTS: 3,634; CaSH VALUE IN FORCE: $149,001,122)

Percentage Percentage . Contract =
of of Cash ‘Withdrawal Rate Cash Value Withdrawal Rate
Contracts Values Full Partial Full Partial Total

All Contracts 100.0% 100.0% 8.0% 8.3% 8.5% 1.5% 10.0%
Type of Plan

Qualified 14.9% 13.8% 11.6% 27.0% 15.1% 3.5% 18.6%

Nongqualified 85.1 86.2 7.3 5.0 7.5 1.2 8.7
Sex

Male 56.3% 57.2% 8.0% 8.0% 9.0% 1.4% 10.4%

Female 437 42.8 7.9 8.7 7.9 1.5 9.4
Account Value

Under $10,000 10.4% 2.0% 8.5% 5.3% 7.2% 0.5% 7.7%

10,000-19,999 27.1 9.7 7.2 6.1 7.2 1.3 8.5

20,000-29,999 19.9 12.0 8.4 8.8 8.2 1.1 9.3

30,000-49,999 19.1 18.0 7.1 10.5 6.8 14 8.2

50,000 and over 235 583 89 10.1 9.4 1.6 11.0
Distribution System

Career agent 19.4% 16.5% 7.5% 6.4% 8.0% 1.1% 9.1%

Independent agent 3.5 33 -+ + -+ + +

Stockbroker 69.7% 74.9% 7.8% 9.6% 7.9% 1.6% 9.5%

Bank 4.9 32 + + + + +

Other 2.6 2.1 + + + + +

+insufficient data.
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TABLE A-6

SURRENDER RATES FOR FIXED SPDAS: INTEREST GUARANTEE PERIOD GREATER THAN
OnE YEAR FOR CONTRACTS WiTHT A SURRENDER CHARGE
AND NO FrEE FULL SURRENDER PROVISION
{(NUMBER OF CONTRACTS: 24,921; Casil VALUE IN FORCE: $1,014,258,026)

Percentage Percentage 3 Contract §
of of Cash Wlthdra}vai Rate Cash Value Withdrawal Rate
Contracts Valucs ; Full Partial Full Partial Total
All Contracts 100.0% 100.0% 5.1% 4.7% 6.2% 0.7% 6.9%
Type of Plan
Qualified 36.8% 34.1% 6.5% 3% 7.3% 0.9% 8.2%
Nongualified 63.2 559 4.3 4.3 5.6 0.5 6.1
Attained Age |
Under 40 8.8% 4.9% 6.1% 1.7% 7.7% 0.4% 8.1%
40 10 49 13.9 i0.1 5.2 1.4 6.7 0.4 7.1
50 10 59 22.1 217 4.5 1.6 5.3 04 5.7
60 o 64 16.9 18.0 4.9 3.6 6.1 0.8 6.9
65 to 69 17.6 22.1 .8 5.9 7.5 0.6 8.1
70 and over 20.7 232 L3 111 5.5 1.1 6.6
Sex |
Male 52.2% 60.9% 5.4% 4.0% 6.5% 0.7% 7.2%
Female 47.8 39.1 4.8 5.4 3.7 0.7 6.4
Account Value
Under $5,000 11.5% | 8.8% 5.6% 1.4% 5.7% 0.3% 6.0%
5,000— 9,999 155 1 27 | 4v 2.7 5.1 0.5 5.6
10,000-19,999 1228 7.9 4.7 44 4.7 0.6 53
20,000-29,99¢ C13.2 8.0 5.2 57 5.2 0.7 59
30,000-49,999 13.9 13.0 4.6 5.4 4.7 0.5 5.2
50,000 and over 23.1 67.6 5.7 6.8 6.8 0.7 7.5
Distribution System
Career agent 76.8% 81.6% 5.9% 33% 7.0% 0.6% 7.6%
Independent agent 4.6 52 1.6 4.8 1.1 0.6 1.7
Stockbroker 1.8 ; L4 6.1 3.3 6.1 0.7 6.8
Bank 14.7 9.6 2.7 11.7 2.9 1.5 4.4
Other 2.2 | 2.1 1.5 4.8 2.7 0.7 3.4
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TABLE A-7

607

SURRENDER RATES FOR FIXED SPDAS: INTEREST GUARANTEE PERIOD GREATER THAN
ONE YEAR FOR CONTRACTS WITH A SURRENDER CHARGE AND A BAILOUT PROVISION
(NUMBER OF CONTRACTS: 18,641; Case VALUE IN ForcE: $777,464,921)

Percentage Percentage . Contract N
of of Cash Withdrawal Rate Cash Value Withdrawal Rate
Contracts Values Full Partial Full Partial Total
All Contracts 100.0% 100.0% 2.0% 6.9% 2.0% 1.1% 3.1%
Type of Plan
Qualified 28.1% 31.2% 2.3% 11.5% 2.3% 2.0% 4.3%
Nongqualified 71.9 68.8 1.8 5.1 1.9 0.7 2.6
Attained Age
Under 40 5.9% 4.8% 3.8% 7.1% 2.8% 3.4% 6.2%
40 to 49 10.1 8.2 1.8 2.7 1.7 1.0 2.7
50 to 59 20.4 19.2 1.5 34 1.2 0.7 1.9
60 to 64 16.5 17.7 14 59 1.2 0.8 2.0
65 to 69 19.9 21.9 1.7 8.5 1.5 1.1 2.6
70 and over 272 28.1 1.6 10.6 2.1 1.3 34
Sex
Male 51.5% 58.4% 2.0% 7.1% 2.2% 1.3% 3.5%
Female 48.5 41.6 1.9 6.6 1.8 1.0 2.8
Account Value
Under $5,000 1.5% 0.1% + + + + +
5,000~ 9,999 15.5 2.6 1.8 4.0 1.9 0.6 2.5
10,000-19,999 253 8.4 14 54 1.3 0.7 2.0
20,000-29,999 16.9 10.0 19 57 1.9 0.7 1.6
30,000-49,999 159 14.6 24 7.9 2.4 0.9 3.3
50,000 and over 249 64.3 2.1 10.3 2.1 1.3 34
Distribution System
Career agent 13.0% 11.5% 3.9% 21.1% 3.4% 4.0% 7.4%
Independent agent 63.6 67.0 1.6 5.1 1.9 0.8 27
Stockbroker 15.7 16.3 1.5 35 1.7 0.6 2.3
Bank 7.6 53 2.2 4.0 1.8 0.9 2.7

+insufficient data.
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TABLE A-8

SURRENDER RATES FOR FIXED SPIDAS: INTEREST GUARANTEE PERIOD GREATER THAN
ONE YEAR FOR CONTRACTS WITH A SURRENDER CIHARGE AND A WINDOW PROVISION
(NumBer oF CONTRACTS: 38,863; Casd VALUE IN Forcr: $1,470,765,494)

Pereentage J Contract
' of i ! Withdrawai Rate Cash Value Withdrawal Rate
Contracis ;‘ Valucs Full Partial Full Partial Total
All Contracts 00.0% | 100.0% 8.3% 5.9% 8.5% 0.8% 9.3%
Type of Plan
Qualified 20.3% 22.3% 8.3% 9.9% 8.5% 1.4% 9.9%
Nonqualified 799 77.7 8.3 4.9 8.5 0.7 9.2
Attained Age
Under 40 4.3% 3.6% 10.7% 3.5% 9.8% 1.9% 11.7%
40 to 49 7.3 | 6.3 0.3 2.4 12.3 0.4 12.7
50 to 29 16.1 15.7 7.9 2.6 9.4 0.5 9.9
60 0 64 I ) ‘ 18.6 7.2 5.0 7.2 0.8 8.0
05 w0 69 21.6 217 8.7 6.9 8.5 0.9 9.4
70 and over 33.0 34. 8.1 8.5 8.1 1.0 9.1
Sex
Maie 52.6% 54.9% 8.0% 5.5% 8.6% ! 0.8% 9.4%
Female 47.4 45,1 8.0 6.4 8.4 09 9.3
Account Value
Under $5,000 0.6% 0.0% - - + + -
3,000— 9,999 13.6 2.9 93 3.1 9.3 0.5 9.8
10,000-19,999 29.6 16.9 8.1 4.1 8.1 0.5 8.6
20,000~29,999 17.0 11.0 7.9 5.9 7.9 0.6 8.5
30,000-42,999 151 15.1 7.9 7.6 7.9 0.8 8.7
50,000 and over 221 60.0 8.6 9.5 8.8 1.0 9.8
Distribution System
Career agent 3.9% 34% | 3.5% | 3.9% 5.7% 1.5% 7.2%
Stockbroker 51.2 s64 . 71 1 62 7.9 0.7 8.6
Bank 9.5 11.3 L4 \ 7.1 9.2 0.7 9.9
Other 35.3 28.8 ] 128 | &l 13.1 1.2 14.3

+insufficient data.



SURRENDER RATES FOR SPVAS: CONTRACTS WITHOUT A SURRENDER CHARGE

ANNUITY PERSISTENCY STUDY

TABLE A-9

(NuMBER OF CONTRACTS: 5,067; Cash Value in Force: $187,929,584)

609

Contract

Percentage Percentage . .
of of Cash ‘Withdrawal Rate Cash Value Withdrawal Rate
Contracts Values Full Partial Full Partial Total
All Contracts 100.0% 100.0% 6.6% 6.3% 9.4% 1.5% 10.9%
Type of Plan
IRA 32.9% 19.4% 6.3% 5.1% 7.5% 2.4% 9.9%
403(b) 4.2 6.0 - + + + +
Other qualified 4.3 7.2 + + + + +
Nonqualified 58.7 67.4 6.4 6.8 8.7 1.3 10.0
Attained Age
Undler 40 9.1% 4.2% 7.2% 3.2% 11.6% 1.7% 13.3%
40 to 49 17.7 10.6 6.0 22 5.1 0.8 5.9
50 to 59 25.0 232 5.4 2.7 8.5 0.8 9.3
60 to 64 15.6 18.0 6.6 6.1 9.0 1.8 10.8
65 to 69 15.0 17.4 72 10.3 8.6 1.5 10.1
70 and over 17.7 26.6 8.1 13.8 12.4 2.1 14.5
Sex
Male 58.4% 64.7% 6.7% 5.6% 10.9% 1.1% 12.0%
Female 41.6 353 6.5 7.2 6.7 2.1 8.8
Account Value
Under $5,000 12.0% 1.0% 7.5% 1.5% 6.5% 0.6% 7.1%
5,000- 9,999 154 3.2 6.5 2.9 6.5 0.8 7.3
10,000-19,999 234 94 5.5 5.7 5.5 0.9 6.4
20,000-29,999 145 9.6 6.1 7.0 6.2 1.3 7.5
30,000-49,999 15.1 15.6 5.9 7.9 5.8 1.0 6.8
50,000 and over 19.3 61.1 8.3 10.7 11.6 1.8 134
Distrivution System
Career agent 45.1% 41.8% 6.2% 1.5% 8.0% 2.0% 10.0%
Stockbroker 43.0 45.3 6.9 53 11.9 1.2 13.1
Bank 11.9 13.0 7.1 4.9 5.1 0.9 6.0

+insufficient data.
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TABLE A-10

SURRENDER RATES FOR SPVAS: CONTRACTS WITH A SURRENDER CHARGE
(NUMBER OF CONTRACTS: 09,314; CasH VALUE IN FORCE: $2,204,162,293)

Percentage Contract
- ;; * Withdrawal Rate Cash Value Withdrawal Rate
Contracts Full Partial Full Partial Total
All Contracts 100.0% 1560.0% 2.3% 7.2% 1.8% 1.6% 3.4%
Type of Plan . |
IRA | £0.0% 5% | 2.4% 7.5% 1.9% 2.3% 4.2%
463(b) | 4.0 3 3 3. 1.2 1.0 2.2
Other qualified 5.0 e & 3.9 4.0 32 7.2
Nongualified ;510 2 I 7.3 1.6 1.1 2.7
Attained Age
Under 40 3.9% 2.2% 2.3% 1.5% 3.8%
40 w0 49 2.5 \‘ 2.5 |17 | 14 3.1
50 10 59 1.8 35 1.2 1.0 2.2
60 to 64 1.9 G.8 1.6 1.9 3.5
65 to 69 1.e 12.1 1.9 1.9 38
70 and over 1.9 7.7 2.5 1.8 4.3
Sex
Male 7.2% 1.8% 1.6% 3.4%
Female ; 7.2 1.8 1.4 3.2
Account Value l |
Under 35,600 I 3% (2% + 35% ¢ 1.0% 4.5%
5,060— 9,999 R¢] 3.0 2.0 0.7 3.3
10,600-19,999 | .8 53 2.0 0.8 2.8
20,000-29.999 | 2 73 15 09 2.4
30,000-49.999 ‘ 7 i 1105 1.6 1.1 2.7
50,000 and over | 0 ’ 16.5 1.8 1.9 3.7
Distribution System | |
Career agent | i 3.5% 2.7% 2.2% 4.9%
Stockbroker ! | s 3 LT3 | 26
Bank | | 28 2.4 1.5 3.9

--insufficient data.



ANNUITY PERSISTENCY STUDY 611

TABLE A-11

SURRENDER RATES FOR FIXED FPDAs: SURRENDER CHARGES BASED ON YEARS SINCE ISSUE
FOR CONTRACTS WITHOUT A SURRENDER CHARGE
(NUMBER OF CONTRACTS: 31,614; Case VALUE IN FORCE: $609,856,241)

Percentage Percentage . Contract .
of of Cash Withdrawal Rate Cash Value Withdrawal Rate
Contracts Values Full Partial Full Partial Total
All Contracts 100.0% 100.0% 6.7% 7.3% 6.3% 1.5% 7.8%
Type of Plan
IRA 62.7% 45.2% 6.5% 6.7% 6.1% 1.6% 7.7%
403(b) 23.0 36.5 6.5 111 5.6 1.5 7.1
Other qualified 6.6 12.8 10.6 3.7 9.3 12 10.5
Nonqualified 7.6 55 5.4 2.8 4.6 1.6 6.2
Attained Age
Under 40 8.9% 4.6% 7.9% 6.1% 7.6% 1.9% 9.5%
40 to 49 18.5 15.5 6.5 4.6 7.4 1.2 8.6
50 to 59 21.0 25.1 5.7 33 6.0 0.8 6.8
60 to 64 22.6 25.0 6.4 42 6.1 13 74
65 to 69 21.5 222 6.1 6.3 52 1.6 6.8
70 and over 7.5 7.6 11.0 39.1 7.8 42 12.0
Sex
Male 53.4% 55.9% 7.1% 7.1% 7.0% 1.7% 8.7%
Female 46.6 44.1 6.3 74 53 1.2 6.5
Account Value
Under $5,000 28.3% 3.7% 7.1% 4.5% 7.6% 1.3% 8.9%
5,000~ 9,999 17.4 6.6 7.1 9.0 7.0 2.0 9.0
10,000-19,999 235 17.8 6.7 8.6 6.6 1.7 83
20,000-29,999 i3.6 17.2 6.3 7.1 6.3 1.2 7.5
30,000-49,999 10.0 19.6 58 7.5 5.8 1.2 7.0
50,000 and over 7.2 35.0 6.0 9.6 6.1 1.6 7.7
Distribution System
Career agent 81.3% 83.1% 71% 7.8% 6.5% 1.4% 7.9%
Independent agent 8.2 52 9.9 2.2 14.0 1.3 15.3
Direct response 34 6.0 3.1 4.6 2.8 2.7 55
Other 7.1 5.7 0.0 8.5 0.0 1.6 1.6
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Contract

1

Percontage }! . i -
of w of Cash i Withdrawa: Rate | Cash Valuc Withdrawal Rate
Contracts Values Full Partial Full Partial Total
All Contracts 100.0% | 100.0% 4.3% 4.0% 3.8% 1.5% 5.4%
Type of Plan
IRA 73.3% 50.9% L% 2.7% 3.9% 1.1% 5.0%
403(b) 14.6 17.9 4.5 8.8 3.6 14 5.0
Other qualified 5.1 1G.8 8.3 7.4 6.0 3.8 c.8
Nongqualified 10.1 3.5 2.5 2.5 1.1 3.6
Attained Age
Under 40 20.6% | 12.2% .0% 4.2% 5.0% 32% 8.2%
40 to 49 28.6 L2340 4.2 2.6 4.0 1.0 5.0
50 10 59 29.8 32.2 3.4 1.9 3.3 0.8 4.1
60 to 64 1.z 157 4.4 4.3 4.0 14 5.4
65 ¢ 68 6.0 10.0 3.9 6.9 3.5 1.5 J 5.0
7G and over 37 6.8 3.9 20.2 4.5 2.7 7.2
Sex
Male 50.7% 39.2% 4.7% 4.2% 4.3% 1.7% 6.0%
Female 463 b 408 29 3.8 3.3 1.0 43
Account Value ‘
Under $3,000 5% 5.0% 2.5% 4.8% 1.1% 5.9%
5,000— 9,999 G.6 ; 38 4.0 1.1 5.1
10,000-19,999 0.4 4.0 3.7 1.0 4.7
20,000-29,9599 8.0 52 3.5 1.0 4.5
30,000-49,999 51 6.3 3.3 1.0 4.3
50,000 and over 3.8 13.7 P4l 2.5 6.6
Distribution System ‘
Career agent 47.7% 42.9% 8% 4 7% 4.1% 1.5% 5.6%
Independent agent 16.6 10.9 2.6 4.7 1.7 6.4
Bank G5.1% G + - + + +
Direct Response | 37.2 12 4.0 39 3.7 1.4 {5
Other | 4.3 3. 0.0 1.9 0.0 0.8 0.8

+insufficient data.
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TABLE A-13

SURRENDER RATES FOR VARIABLE FPDAS: SURRENDER CHARGES BASED ON YEARS SINCE ISSUE
FOR CONTRACTS WITHOUT A SURRENDER CHARGE
(NUMBER OF CONTRACTS: 2,952; CASH VALUE IN FORCE: $103,305,817)

Percentage Percentage . Contract
of of Cash Withdrawal Rate Cash Value Withdrawal Rate
Contracts Values Full Partial Full Partial Total
All Contracts 100.0% 100.0% 8.4% 0.5% 8.1% 0.1% 8.2%
Type of Plan
IRA 63.7% 49.1% 8.9% 0.3% 8.9% 0.1% 9.0%
403(b) 30.7 39.9 74 0.8 6.3 0.1 6.4
Other qualified 1.2 1.6 + + + + +
Nonqualified 43 9.3 + + + + -+
Attained Age
Under 40 9.6% 3.5% + + —+ + +
40 to 49 27.4 18.9 8.9 0.3 8.8 0.1 8.9
50 to 39 31.1 30.8 6.6 0.1 5.2 0.0 52
60 to 64 14.3 18.2 9.2 0.5 7.8 0.1 7.9
65 and over 17.6 28.6 31 1.6 10.0 0.1 10.1
Sex
Male 52.6% 62.9% §.7% 0.7% 8.3% 0.1% 8.4%
Female 47.4 371 8.0 0.3 77 0.1 7.8
Account Value
Under $5,000 18.6% 1.5% 8.2% 0.2% 9.4% 0.1% 9.5%
5,000- 9,999 14.0 3.0 04 0.3 9.9 0.2 10.1
10,000-19,999 219 9.3 10.8 0.5 111 0.0 11.1
20,000-29,999 14.1 9.9 8.4 0.5 8.5 0.3 8.8
30,000-49,999 12.9 14.1 6.1 0.5 5.9 0.2 6.1
50,000 and over 18.6 62.3 6.4 0.9 7.9 0.0 79

+insufficient data.
Note: Distribution for this table was 100% career agent.



SURRENDER RATES FOR VARIABLE FPDAS: SURRENDER CIIARGES BASED ON YEARS SiNCE ISSUE
FOR CONTRACTS WITH A SURRENDER CHARGE
(NUveER OF CONTRACTS: 42,84G; CASH VALUE IN FORCE: $629,769,178)

] Percentage Coutract
of = Withdrawal Rate Cash Value Withdrawa! Raie
Contracts Values full Partial Full i Partial Total
All Contracts 100.0% 100.0% 3.3% 2.5% 30% | 0.9% 4.1%
Type of Plan
IRA 51.8% 3.2% 2.2% 3.0% 1.2% 4.2%
403(b) I 142 49 0.8 33 0.4 37
Other qualified i 4.7 4.5 3.3 2.1 1.1 32
Nongqualified 293 2.4 3.5 3.0 0.7 3.7
Attained Age i
Under 40 22.1% 85% | 3.0% 0.8% | 4.2% 0.5% 4.7%
40 to 49 24.8 5.1 I 38 1.0 4.0 6.7 4.7
50 0 59 24.4 250 P27 1.0 3.3 0.6 3.9
60 to 64 16.6 : 16.1 2.5 3.8 2.1 1.4 35
65 t0 69 8.5 L4 2.1 49 2.6 1.1 3.7
70 and over 2.6 17.6 1.3 0.2 2.0 | 1.3 33
Sex ; i
Male 51.5% 3 2.4% 3.5% 1.0% 4.5%
Female 483 3. 2.6 2.1 0.9 3.0
Account Value
Under $5.000 51.7% | 3.6% 2.2% 4.6% 6.7% 11.3%
5,000- 9,999 131 34 1.0 3.3 ;0.4 3.7
10,000-19,999 14.8 (4.1 30 2.1 3.0 | 0.5 3.5
20,000-29,999 6.5 10.7 \ 2.6 33 2.7 0.5 3.2
30,000-49,99¢ 5.6 14.6 ;26 4.8 2.6 0.6 3.2
50,006 and over 5.3 C 484 2.6 6.7 3.0 0.8 38
Distribution System | ‘i
Career agent P 97.9% 3.3% 2.5% 3.0% 1.0% 4.0%
Independent agent L 2.1 f 1.2 0.0 1.6 0.0 1.6




ANNUITY PERSISTENCY STUDY

TABLE A-15

SURRENDER RATES FOR FIXED FPDAS: SURRENDER CHARGES BASED ON YEARS SINCE DEPOSIT
(NUMBER OF CONTRACTS: 43,802; Case VALUE IN FORCE: $662,215,678)

615

Percentage Percentage X Con:ract .
of of Cash ‘Withdrawal Rate Cash Value Withdrawal Rate
Contracts Values Full Partial Full Partial Total
All Contracts 100.0% 100.0% 7.3% 5.8% 6.0% 2.1% 8.1%
Type of Plan
IRA 43.4% 28.1% 7.0% 5.1% 5.5% 2.6% 8.1%
403(b) 9.5 5.9 8.1 4.3 52 1.5 6.7
Other qualified 5.8 49 13.8 2.8 11.0 4.3 153
Nonqualified 41.2 61.1 5.8 7.2 5.9 1.7 7.6
Attained Age
Under 40 18.4% 6.4% 11.3% 34% 9.2% 3.4% 12.6%
40 to 49 18.9 11.8 8.5 2.9 7.6 2.3 29
50 to 59 22.1 204 &.5 2.9 5.5 1.3 6.8
60 to 64 13.1 17.2 6.0 6.9 4.1 2.5 6.6
65 to 69 133 19.9 4.8 9.4 5.9 2.1 8.0
70 and over 14.1 243 3 12.1 6.2 2.1 83
Sex
Male 48.6% 53.3% 7.6% 5.8% 6.2% 2.2% 8.4%
Female 51.4 46.7 7 ) 5.8 19 7.7
Account Value f
Under $5,000 44.0% 5.5% 9.0% 2.5% 9.2% 2.8% 12.0%
5,000- 9,999 13.2 6.1 74 4.6 7.4 1.5 8.9
10,000-19,999 21.2 18.3 5.7 6.5 5.8 1.4 7.2
20,000-29,999 8.6 13.3 4.7 9.0 4.7 1.7 6.4
30,000-49,999 5.9 14.6 4.8 12.0 4.7 2.0 6.7
50,000 and over 7.0 424 6.4 15.6 6.3 2.6 8.9
Distribution System
Career agent 72.9% 54.4% 7.6% 5.3% 5.8% 2.7% 8.5%
Independent agent 1.1 32 2.8 4.7 2.4 1.9 4.3
Stockbroker 8.0 22.2 8.2 4.7 8.2 1.1 9.3
Bank 14.8 18.1 5.8 2.0 4.9 1.5 6.4
Other 3.2 2.0 3.9 5.3 2.6 1.4 4.0
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TABLE A-10

SURRENDER RATES FOR VARIABLE FPDAS: SURRENDER CHARGES
BASED ON YEARS SINCE DEPOSIT
{(NUMBER OF CONTRACTS: 183,739; Casn VaLur v FORCE: $3,261,612,439)

—
‘ Percentage Contract
| of - . Withdrawal Rate Cash Value Withdrawal Rate
Contracts Values Full Partial Full Partiat Total
All Contracts 1060.0% 100.0% 4.0% 4.3% 3.2% 1.3% 4.7%
Type of Plan
IRA 46.5% | 354% | 3.9% 3.8% 2.9% 1.6% 4.5%
403(b) 16.0 103 i 2.5 3.0 3.5 1.0 4.5
Other qualified 9.1 9.3 8.9 4.1 53 2.7 8.0
Nongualified 28.5 249 3.1 6.0 3.0 1.3 43
Attained Age
Under 40 21.6% 5.4% 2.8% 3.6% 2.1% 5.7%
40 16 49 26.0 . 3.8 2.5 3.0 1.4 4.4
50 t0 59 259 " 32 2.6 3.0 0.9 3.9
60 to 64 111 4.1 6.1 3.3 1.7 5.0
65 to 69 8.5 38 8.2 3.0 1.7 4.7
70 and over 6.9 3.5 14.0 4.0 2.0 6.0
Sex
Male 52.7% &0.9% 4.3% 4.5% 3.4% 1.6% 5.0%
Female 473 391 36 4.1 3.0 1.3 4.3
Account Value
Under $5,000 43.2% | 4.7% 2.7% 5.1% 4.0% 9.1%
5,000 9,999 16.0 i 4.2 3.5 4. 1.1 5.2
10,000-19,999 17.7 3.5 42 3.5 LI 4.6
20,000-29,999 8.3 3.1 53 3.1 1.1 4.2
30,000-49,999 6.9 2.8 6.9 2.8 1.2 4.0
30,000 and over 7.9 3.0 112 3.0 1.7 47
Distribution System ‘{
Career agent 62.8% | 49.1% 3.7% 3.8% 2.6% 1.6% 4.2%
Independent agent 22.3 | 309 5.5 6.6 4.0 1.4 5.4
Stockbroker : 4.3 12.6 54 4.3 3.6 1.4 5.0
Bank 2.8 ; 35 4.5 2.1 4.2 0.6 4.8
Other l 7.5 ! 39 2.3 2.7 3.2 1.1 4.3
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APPENDIX B
PARTICIPATING COMPANIES

Amica Life
Connecticut General Life
Connecticut Mutual Life

Equitable Life of the United States
FB Annuity (Michigan)
First Colony Life
General American Life
Great Northern Insured Annuity (GNA)
The Hartford
Keyport Life
Lafayette Life
Lutheran Brotherhood
Manufacturers Life
MetlLife
Midland Life
Minnesota Mutual Life
Mutual Trust Life
Nationwide Life
Northwestern Mutual Life
Phoenix Home Life Mutual
Principal Mutual Life
Provident Mutual Life of Philadelphia
Pruco Life {Arizona)

Pruco Life of New Jersey
Prudential of America
Teachers Insurance and Annuity of America*
USAA Life
Woodmen Accident And Life

* Nonqualified business only.
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APPENDIX C
INSTRUCTIONS FOR SUBMITTING DATA

INSTRUCTIONS FOR UBNF”"T TN¢
PERSISTENCY STUDY

THE 1995 ANNUITY
Y LIMRA AND THE

The targeted date for submitti 1 s March 31, 1996, Early submission
of data is welcome, as it will help us with early data preparation and system

lesting., We also realize some companiss wzH be unable to meet this target
date. Late subrr ssion of data is ac

ceptable; however, data submission afier
May 31, 1996 may be too late o be included in the analysis. Submil data
to:
oncergeld
Performance Research
Intermational
Hili Read

If you have any questions, please call Fric Sondergeld at (860) 285-7754.

This document describes the procedures for submiiting data for the 1995
persistency and cash-flow sbudy of deferred annuities. This study will de-
velop appropriate formuias for measuring deferred annuity persistency and
cash ﬁgw collect data requived by the formulas; and -dentlfy and quantify

Ea L) 1

factors aﬁﬁf‘ui”g QeICTICG 'clﬂn&lu/ e rsisier cy and cash flow.

by

alizes the importa ace
and the Society of A
published in 2 1 Y Way Lh'n

dezmdhi/ of data. L MRA
on *zhast company data will not be

by
L~ SR ~

, identificalion of individual companies.
All company data will be confidential uniess otherwise authorized by your
company.

Prodecis o i

Submit data ¢ anm Qi‘Od“f‘i‘S En lude fixed and variable
contracis. xnclada exible-preminm products.
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Include individually issued products, individual products marketed on a
group basis, and group products marketed on an individual basis. Group
products marketed on an individual basis feature a master group contract
and trust agreement. The participants are issued certificates as evidence of
participation and have the rights to full or partial surrender of cash values.

Exclude employer-sponsored group annuity products and group annuities
used to fund defined benefit and defined contribution plans.

Contract Years of Observation

Please provide data for contract years 1992 and 1993. Contract year 1992
refers to experience of contracts between their 1992 and 1993 anniversaries
and includes all contracts issued in 1992 and earlier. Contract year 1993
refers to experience of contracts between their 1993 and 1994 anniversaries
and includes all contracts issued in 1993 and earlier. If available, please also
submit data for contract years 1990 and 1991 for variable and/or flexible-
premium products.

Description of Information to Be Submitied

The data requested for this study fall into two categories:

1. Information describing the deferred annuity products your company
includes in this study.

2. Information at the individual contract level

Section 1. Procedure for Submitting Product Information

For each product your company includes in this study, whether or not the
product is currently being sold, briefly describe the product features by com-
pleting the form that follows. You may copy this form for different products,
product versions, and distribution systems corresponding to the individual
contract level data included in this survey.

SECTION 1 — FORM FOR SUBMITTING PRODUCT

INFORMATION
Completed by Title
Company Date
Phone number Fax number

Please copy this form for additional products and product versions
Jor which your company supplies contract level data.
Add comments or attachments where necessary.



Product I Product 11

A, Generasl Product

Product 11 Product 111

2. Inwh = S
wWas Ca i 2[5 Sl a ac-

uct wi ‘h irawn?

tively sold

1 Ne 103 No
275 Yes 27 Yes
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4, Product type. Include market value adjusted annuities (MV As) as fixed,
whether or not they are registered with the Securities and Exchange

Commission.
Product 1 Product i Product HI
'3 Fixed '} Fixed 13 Fixed
23 Variable 2} Variable 2™ Variable
-3 0 Combination 3 73 Combination 3 Combination
(variable annuity (variable annuity (variable annuity
with at least one with at least one with at least one
fixed option) fixed option) fixed option)

5. What is the primary expectation for premium payments for each product
(i.e., single-premium products are those where the expectation is for a
single deposit, although products allowing additional deposits still ap-

ply)?
Product ¥ Product 11 Product I
'3 Single-premium  |' 3 Single-premium | ' O Single-premium
2 (3 Flexible-premium |2 O Flexible-pre- 23 Flexible-premium
mium

6. What is the annual contract fee subtracted from customer accounts?

7. Does this product have a front-end load?

'J No "0 No ' No
2(3 Yes, specify |23 Yes, specify |2 Yes, specify _____

B Fixed Annuities and Combination Annuities (fixed
component)

Please answer the following questions for thosé products that you indicated
as fixed annuities or combination annuities in question 4 above. For com-
bination annuities, answer the following questions specific to the fixed op-
tion(s) in these products.
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5. Other - Please explain in the line provided.

Method
Product I

Product 11

Product III

rates are banded)?
Product 1

Product II

9¢. Do these products have higher interest rates for “large” contracts (i.e.,

Product 11

13 No

2 Yes, higher rate
on larger deposits
(describe)

1 No

27 Yes, higher rate
on larger deposits
(describe)

13 No

2 F Yes, higher rate
on larger deposits
(describe)

33 Yes, higher rate
on larger account
values (describe)

3 Yes, higher rate
on larger account
values (describe)

3 3 Yes, higher ratc
on larger account
values (describe)

+J Yes, other (de-
scribe)

3 Yes, other (de-
scribe)

+3 Yes, other (de-
scribe)
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©d. Is an initial bonus interesi rate applied to these products?
Product I et 18 FProduct 111

'O No '(J No

20 Yes 200 Yes

If yes if yes,

z. What is the size of| s the size of|a. What is the size of
the bonus? % 7 % the bonus? %

b. How long 1sthe b, How long is the |b. How long is the
bonus interest ef- oonus inferegst ef- bonus interest ef-
fective? fective? fective?
—— . VEars ____ years ____ years

10. Does the product have a contraci persisiency bonus?
7 No 3 No ' No
?0 Ves, stepped-up |?C Yes, stepped-up 200 Yes, stepped-up

credited rate afier credited rate after credited rate after
—_ vegars . years . y€ars

33 Yes, other {de- |5 Yes, other (de- P[0 Yes, other (de-
scribe) scribe} scribe)

Please answer the following s
as variable apnuities and combination annuities in guesiion 4,

11. How many fund choices are there under these products?

Product 1 Product Product JIE

12. Do these products have a |

' No {Go to ques- |' U Ne (Go o ques- |'[J No (Go 1o gues-
tion 13) fion 13) tion 13)

27 Yes 20 Yes 20J Yes

Describe how this fixed account works.
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Are there any transfer restrictions with this fixed account?

13.

Product I

Product II

Product I

' No
23 Yes (explain)

') No
23 Yes (explain)

'3 No
207 Yes (explain)

Describe the death bene

fits available under the

se products.

D. Flexible-premium products.

Please answer the following question for those products you indicated as
flexible-premium in question 5.

14. 1Is this product sold on a payroll deduction basis?

Product I

Product 11

Product III

'3 No
23 Yes, some sales

13 No
27 Yes, scme sales

30 Yes, all sales

37 Yes, all sales

'3 No
2 Yes, some sales
37 Yes, all sales

E. Surrender Charges

15. ‘What type of surrender charge is used?

Product £

Product II

Product III

17 None

2 {7 Based on years
since contract is-
sued

37 Based on years
since deposit

43 Other (describe) —

'(J None

23 Based on years
since contract is-
sued

3(J Based on years
since deposit

4 Other (describe) —

'[J None

2} Based on years
since contract is-
sued

> Based on years
since deposit

43 Other (describe) _
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16. What is the surrender charge schedule?
Produet I Produes 11 Produet EI1
Year Percent Year Percent Year Percent

% % %

17. Are penalty-free withdrawals available under these products?
"0 No O No "7} No
20 Yes {describe} 7 Yes (describe) 20 Yes {describe) ___
Describe free look and guarantesd returmn of principal provisions under
ese products.
19. Do these vrodug ui provisions?
'O Mo 0 No
27 Ves 27 Yes
If yes, If yes,
a. What is the level 2. What is the level |a. What is the level
of the batlout? ____ { the bailowt? | of the bailout? ___
b. Describe how the |b. Describe how the |b. Describe how the
provision works. | provision works. | provision works. _
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F. Distribution and Compensation

20. Indicate the primary distribution system used to distribute these prod-

ucts.
Product I

Product I

Product 11X

!0 Career agent

23 Independent agent
(include PPGA
and brokerage)

3 (3 Stockbrokers

43 Banks

5 3 Direct response

¢ [ Other (describe) —

'3 Career agent

2T Independent agent
(include PPGA
and brokerage)

33 Stockbrokers

43 Banks

57 Direct response

¢ Other (describe) _

' 3 Career agent

23 Independent agent
(include PPGA
and brokerage)

3 (3 Stockbrokers

43 Banks

53 Direct response

¢ Other (describe) _

Check all that apply.)

21. Indicate other distribution systems used to distribute these products.

(3 Career agent

(J Independent agent
(include PPGA and
brokerage)

3 Stockbrokers

0 Banks

3 Direct response

(3 Other (describe)

3 Career agent

O Independent agent
(include PPGA and
brokerage)

3 Stockbrokers

(0 Banks

(3 Direct response

(3 Other (describe)

(3 Career agent

(3 Independent agent
(include PPGA and
brokerage)

(7J Stockbrokers

(3 Banks

{3 Direct response

(3 Other (describe) __
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fuding overrides) for these
m {as specified m question 20
i be summarzze nthe format

Produet 111
Percent Percent
‘ of of
Year(s) Prem. Assets|Year(s) Assets  Year(s) Prem. Assets
Y% Yo e % %
23. Are there chargebacks of commissions for coniracts that lapse in the

' No 7 No
3 YVes {describe} ___ ! Yes {describe)
N J LN J
24. Does the producer receive a

'3 No
27 Yes {describe} 2

No
} Yes (describe)

25. Is there anythi b
annuilty product

add about your company’s
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26. In addition to information collected in this section and at the contract
level, what else might impact the persistency of your company’s annuity
contracts?

SECTION 2 — PROCEDURES FOR SUBMITTING CONTRACT
LEVEL INFORMATION

The information at the individual contract level will be submiited on a
seriatim basis for a random sample of contracts from your company’s in-
force business for a given contract year of observation. The sample should
be drawn from “Number of contracts in force” at the beginning of the
contract year (i.e., on each contract’s anniversary), including any new con-
tracts sold during that year. It should include both contracts that remain in
force umtil their next contract anniversaries and contracts that are surren-
dered. Use the table below to determine the appropriate number of contracts
to submit. The number of contracts in force includes all products and product
versions and the minimum sample size to submit should be based on all
products and product versions combined.

Number of

Contracts in force Sample size to submit

Less than 50,000 10,000 contracts, or entire in force if less than
10,000

50,000-100,000 10,000 + 15% of number of contracts over
50,000

100,000-500,000 17,500 + 10% of number of contracts over
100,000

500,000-1,000,000 57,500 + 7.5% of number of contracts over
560,000

More than 1,000,000 95,000
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The following criteria will be used for selecting a contract:

Include oniy those contracis with a particular ordinal position in the

file such as every 19‘[“-@ contract. The ordinal position your com-
pany uses will d con tra cts your company has in
force. Choose an orﬁ‘ma; ‘:;Vsitlo'z that will yield an appropriate sample

size for your company.

The ordinal position is determined by dividing the number of contracis in
force by the app proximate sample size, and rounding to the nearest integer.
For cxample, if your company had 157,500 contracts in force during 1992,
please submit data Tor 22,500 contracts by choosing every 7th contract from
the 1992 master file. However, 157,500 contracis divided by 23,250 equals
6.774. Rounding up to 7 then dete ”wzev that 22,500 coniracts—I157,700
divided by 7—should actuaily be submirted. 1f your company had 1,383,750
contracts in force during 199 i Tor 92,250 contracts, by choosing
every 15th contract from th le. The data submitied for each
contract year should be 2 random { contracts; no attempt should be
made to include the same contracts in each coniract year’s data submissicn.
The information collected for sach contract mc}ude

7 »

|-

© Company code ¢ Calendar year contract surren-

@ Plan code dered

© Contract year of observation ¢ Account velue at time of full sur-

@ Contract number render

© Month contract was issued © Percentage of account value at

© Day of month issued time of full surrender in fixed

© Calendar year issued funds

® Type of p‘ap © Partial withdrawals

© Account value at beginu O Systematic withdrawals
contract year @ Dollar amount of surrender

@ Percentage of segmnm account charge collected on surrender or
vaiue in fixed funds withdrawsal

© Account value at end of contract @ Theoretical surrender charge at
year beginning of contract year annui-

© Termination code tant’s year of birth

© Type of full surrender < Scx of annuitant

© Month contract surrendered @ State of residence of owner at be-

® Day of month contract surren- ginning of contract year

dered < Zip code
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® Distribution system used & Premium payments in first con-
@ Interest guarantee period in effect tract year
at the start of the contract year & Current year premiums collected—
(or end of the previous year) total
® Weighted average credited inter- € Prior year premiums collected—
est rate at beginning of contract total
year (or end of prior year) € Cumulative premiums collected
@ Weighted average credited inter- since date of issue at beginning
est rate at end of contract year or of contract year
at time of surrender, if contract @ Method of premium collection
fully surrendered. € Death benefit at beginning of

contract year

Please submit the contract level data on tape or diskette with one of the
following specifications:

Specification 1 (Regular Tape)
® Tape is 9 track
Tape has a density of 6250 BPIL
The recording mode is ASCII
Character type data only
NO block numbering
NO multi-punch data
NO binary data
NO packed-decimal data
NO floating-point data
® Records should be fixed length and blocked with 10 records per block
@ Label] should be Standard IBM label (please use the label ANN9S5 or
similar label)

® @ @

Include with the tape a printout of the first block and last block of records
in the file.

Specification 2 (Cartridge Tape)

® Tape is 18 track

® Tape has a normal density of 38,000 BPI

@ Cartridge tape is compatible with 3480 drives, or may be written on an
IBM 3480/3490 drive with Improved Data Recording Capability
(IDRC) with an effective density of 76,000 BPL
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12-13

14-33
34-35
36-37

38-39
40-41

ANNUITY PERSISTENCY STUDY 633

Plan Code*

Contract Year of Ob-
servation

Contract Number

Month Contract Was
Issued

Day of Month Issued
Calendar Year Issued
Type of Plan

If data are submitted for more than
one product (or more than one version
of a product), include some way of
identifying the different products. The
plan codes used should match with
plan codes provided in Section 1.
Leading zeroes may be used for nu-
meric codes and leading blanks may
be used for alpha codes.

Specify the last two digits of the Con-
tract Year these data pertain to. For
exarmple, Contract Year 1992 includes
contracts between their 1992 and 1993
anniversarics. The Contract Year of
Observation for these contracts would
be 92.

If this number is alphanumeric, in-
clude alphabetic codes.

01-12 for January through December

01-31 for 1st through 31st

Last two digits of year

01 — IRA

02 — IRA rollover from a qualified
pension plan

03 — IRA-SEP

04" — 403(b) — 501(c)(3) organiza-
tions only

05 — 403(b) — other

06 — 457

07 — 401(k)

08 — Other Corporate

09 — Keogh (HR10)

10 —— Other qualified

11 — Nongualified

* Plan codes in these records must correspond to the plan codes in the information submitted in
Sectionn 1 on products.

t Use ‘04° for type of plan for 403(b) annuity contracts sold to employees of 501(c)(3) organi-
zations. If data at this level of detail are not available, use ‘05” for all 403(b) business.
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42-51 Account Value at Be-  Report account value before surrender
ginning of Contract charges as of the contract anniversary
Year COi’f@SpO‘ﬁdii_ e hvw contract year of

contracts, report the
ccount Value at Be-
of Con‘f.z act Year invested in
ubaccounts. Round amounts to
percent. Leave
fixed coniracts angd true vari-

1t value before surrender
the comntract anniversary
to the year after the
of Ubservation. Round
e nearest dollar.
t in force at end of con-

aluz at =ng
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¢ fransferred to annuity

death or disability

fully surrendered

nt direct to customer
t to third party {e.g.,

or 1035 exchange)

nuary erougﬂ December.
id olaﬁﬁ if contract not fully

hrough 31st. Leave field
it not surrendered.

of year. Leave field
coniract not surrendered.

¢ Contracts that do not renew at the end of their interest guarantee period (fixed annuities only)
are considered surrenders.



73-82

83-85

86-95

96-105

106-115

116-125

126-127

128
129-130

131-135

ANNUITY PERSISTENCY STUDY

Account Value at
Time of Full Surren-
der

Percent of Account
Value at Time of Full
Surrender in Fixed
Funds

Partial Withdrawals

Systematic Withdraw-
als

Dollar Amount of
Surrender Charge
Collected on Surren-
der or Withdrawal

Theoretical Surrender
Charge at Beginning
of Contract Year

Annuitant’s Year of
Birth

Sex of Annuitant
State of Residence of
Owner at Beginning
of Contract Year
Postal Code/Zip Code

635

Report account value before surrender
charges at time of full surrender.
Round amounts to the nearest dollar.
Leave field blank if contract not sur-
rendered.

For variable contracts, report the per-
cent of the Account Value at Time of
Full Surrender invested in fixed subac-
counts. Round amounts to the nearest
whole percent. Leave blank for fixed
contracts.

Total amount of partial withdrawals
made during the year. Report amounts
before reductions for surrender
charges, if any. Round to nearest dol-
lar.

Total amount of Partial Withdrawals
above that were part of a systematic
withdrawal program. Round to nearest
dollar.

Include actual fees as well as dollar
amounts resulting from percent of pre-
mium or account value surrender
charges on both partial and full sur-
renders during the current contract
year of observation. Round to nearest
dollar. Code field as O for contracts
without partial or full surrenders dur-
ing the year.

Dollar amount of surrender penalty if
contract had been surrendered at the
beginning of the contract year of ob-
servation, Round to nearest dollar.
Last two digits of year.

F for female; M for male
Use standard state abbreviation codes
(e.g., NY for New York)
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the length of time remaining in

arantee period, but report the
of time for the entire guarantes

= (uarantee period is less than one

= Guarantee period is one year

= (uarantee period is two years

= (uarantee period 1s three years,
ste
C; dited interest rate on nonborrowed

(

mnds in effect at the beginning of the
iract year of observation or the end
ior contract year. This num-
ighted average credited
the accumulated
vaiues as the weights. For example, if
an account had an accumulated value
of §1 ,136 Parnmg 6.00% and $3,298
i 25%, the weighted average
éO, X 6.00% + 3,298 X
(137}56 + 3,298) or 6.31%.
t as 2 percent to the nearest hun-
f 2 percent (xx.xx). Include
iecimal point but do not include per-

»




144-148

149-156

157-164

165-172

173-180

181

182-191

ANNUITY PERSISTENCY STUDY

Weighted Average
Credited Interest Rate
at End of Contract
Year or at Time of
Surrender, if Contract
Fully Surrendered.

Premium Payments In
First Contract Year

Current Year Premi-
ums Collected - Total

Prior Year Premiums
Collected - Total

Cumulative Premiums
Collected Since Date

of Issue at Beginning
of Contract Year

Method of Premium
Collection

Death Benefit at Be-
ginning of Contract
Year

637

Credited interest rate on nonborrowed
funds in effect at the end of the con-
tract year of observation. If contract
fully surrendered during the contract
year of observation, provide the
weighted average credited interest rate
at time of full surrender. See previous
date field for an example of this cal-
cularion. Report as a percent to the
nearest hundredth of a percent (xx.xx).
Include decimal point but do not in-
clude percent sign.
Total amount of premiums received
during the first year the contract was
in force. Round to nearest dollar.
Report the total amount of premiums
collected during the current contract
vear of observation. Round to nearest
doliar.
Report the total amount of premiums
collected during the prior contract
year of observation. Report as zero for
new issues during the current contract
vear. Round to nearest dollar. Leave
blank if unknown.
Report total premiums collected from
the date of issue to the beginning of
the current contract year of observa-
tion. Report as zero for new issues
during the current contract year.
Round to nearest dollar.
1 = Payroll deduction
2 = Withdrawal from bank account
(e.g., check-o-matic, PAC, etc.)
3 = Other (i.e., nonautomatic)
Enter the amount that would have
been received by the beneficiary had
the annuitant died on the contract an-
niversary. Round to the nearest dollar.
Leave blank 1f unknown.






