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The Equitable cont’d 
lue of the shares issued to policy- 
lders. 

Although we paid cash or policy 
credits in lieu of shares to some policy- 
holders, al1 calculations assumed 
everyone received shares. We simply 
converted the value of shares to cash 
or policy creclits as a last step for the 
affected policyholders. 

The number of shares allocated to 
al1 eligible policyholders was about 30 
million. Al1 eligible policyholders (non- 
par as well as par) received a fixed 
component of 3 shares. This fixed 
component totaled about 6.5 million 
shares. Subtracting 6.5 from 30 mil- 
lion leaves 23.5 million shares. The re- 
maining shares. called the “variable 
amount.” were then allocated to par 
policyholders in the proportion of 
their policies’ past and expected future 
contributions. called the “actuarial 
contribution,” to The Equitable’s sur- 
plus. 

The calculation of actuarial contri- 
bution for each in-forte policy was a 
huge job. We collected historical data 
back to 1910. We built models $0 cap- 

re 

% 

the most significant profit- 
nerating features of each type of 

olicy. Obviously. we had to make 
many approximations. especially for 
the distant past. 

For each of 10 major product 
lines, we calculated the line’s actuarial 
contribution as the sum of the actu- 
aria1 contributions for the policies in- 
forte in that line. For those lines with 
a negative actuarial contribution in 
total, such as GICs and individual 
medical, we set the actuarial contribu- 
tion for that line and for al1 policies in 
the line to zero. 

For those lines with positive actu- 
aria1 contributions in total, we first 
spread any negatives proportionately 
over policies with positive actuarial 
contributions. As a result. the sum of 
the individual policy actuarial contri- 
butions for the line became equal to 
the actuarial contribution for the line 
in total. For example. if the sum of 
positives was $1 billion and the total 
for the line was $900 million, then the 
adjusted actuarial contribution for 
each positive policy was 90% of its cal- 

a 
lated actuarial contribution and zero 
r negative actuarial contributions. 

(We could not actually charge negative 
actuarial contributions to policy- 
holders.) 

We then added up the adjusted 
positive actuarial contributions for the 
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entire company and calculated each 
policy’s share as a percentage of the 
total company adjusted actuarial con- 
tribution. Each policy then received 
this percentage of the total variable 
amount of shares distributed to policy- 
holders. 

The result was to pay approxi- 
mately 46% of the variable amount to 
individual life policyholders and lesser 
percentages to other product lines. 
The closed block 
Issues relating to the closed block con- 
sumed most of my time in the last 
half of 1991. Almost every aspect had 
to be negotiated with the NYID, 
which played both advocate and judge 
roles, limiting our negotiating powers. 

As with policyholder equity, 
Method 4 does not require setting up 
a closed block. required under methods 
1 and 2. However. there was never 
any question that we would set up a 
closed block to protect par policy- 
holders. Our use of Method 4 per- 
mitted us to exclude non-dividend 
paying par policies from the closed 
block, which we could not have done 
under Method 2. 

The closed block is composed of . 
al1 The Equitable’s dividend-paying in- 
dividual policies. It is labeled “closed.” 
because no new policies will be added 
to the block after the effective date. 
Thus. over time, the number of poli- 
cies in the closed block will decrease, 
and the closed block itself will disap- 
pear when the last closed block policy- 
holder dies or surrenders his or her 
policy. 

The purpose of the closed block is 
to assure policyholders’ reasonable 
dividend expectations when the 
former mutual becomes a stock com- 
pany and is operated primarily for the 
benefit of its shareholders, rather than 
its policyholders. The closed block op- 
erates to assure closed block policy- 
holders that dividends post-demutual- 
ization will be determined on a basis 
consistent with the way they were de- 
termined before demutualization. 

Al1 premiums paid by closed block 
policyholders are credited to the 
closed block. and all benefits (death or 
termination) and policyholder divi- 
dends are paid out of the closed block. 
Premium and income taxes also are 
paid out of the closed block. However, 
normal expenses and commissions are 
not charged to the closed block and 
are not funded for in the closed block. 

Certain assets. primarily bonds 
and mortgages, in the investment 
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The proposal to merge two Associate- 
ship examinations. Course 160 (Survi- 
val Models, a required coursej and 
Course 162 (Construction of Tables, 
an elective) into a single required 
course was approved and will be effec- 
tive with the November 1993 exami- 
nation session. The rationale for the 
merger is that the existing courses 
overlap and can be combined with no 
real loss of coverage. 

* * * 
The new Health Policy elective (G-527. 
Health Policy) is very popular with 
candidates. and 492 registered for the 
exam in November. 

* * * 
Case studies were introduced on 
exams 1445, Individual Health Insur- 
ante and G-522, Continuing Care Re- 
tirement Communities and Long-Term 
Care Insurance for the November 1992 
session. 

* * * 
Grades for the November 1992 exam 
session were expected to be mailed on 
December 23 for Exams 100 and 110. 
January 8 for the remaining Associate- 
ship exams. and January 15 for the 
Fellowship exams. Candidates may 
cal1 the interactive voice response 
(IVR) system after these dates for 
their pass/fail results. The IVR 
number is 708-706-3579. 

* * * 
The Society of Actuaries will have a 
Finance Track operational beginning 
with the fa11 1993 session. The 
Finance Track offers broad training in 
financia1 reporting. valuation. finance. 
and solvency management. 

The track will consist of existing 
and newly developed courses. Existing 
courses that will be required in the Fi- 
nance Track are 1-442C, Advanced 
Topics in Valuation and Financia1 Re- 
portingCanada. or 1-443U. Advanced 
Topics in Valuation and Financia1 Re- 
porting-U.S. and V-580. Corporate Fi- 
nance. The new courses under devel- 
opment will cover Financia1 Manage- 
ment. Advanced Financia1 Manage- 
ment and Taxation (Canada or U.S.), 
and Corporate Strategy and Solvency 
Management. Ful1 descriptions will 
appear in the 1993 Fa11 Fellowship 
Catalog. 

Continued on page 14 column 1 
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._Cash..‘Bala&e Plans .Atlanta 
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February i’i j ,’ : 

Wharton, Philadelphia 
FAS. I064Basic) Baltimore 

February 25 
April i3. 

40,1,(a)4 Teleconference Various locations 
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San Diego 
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May 3;4; . Id . Boston : .: ‘,., -., Develqpment,, Financia1 

, : ,:.. Reportirig. . 
Mäj 5“ ',., .' .; ,CiedIt Risk Seminar Boston 
May.5. .--:: ‘, Annuity. Seminar 
June Postmortem on 1992 Reserve 

Boston ’ 
Date & location .TBA ,, , :.. .,, q(lequacy Analysis - 

.i,. : .’ @here,Do .We Go From Here? 
Jine 3 ? :) Baltimore 
J,u& i4& .:, ‘,, 

1, FAS 10.6 (Advanced) 
Spring I$eetirig (Financia1 

.,.’ 
.J(jQ’e, Iij 
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Quebec City 

-, 
. ..’ ‘: ( ’ ‘Credit Risk Seminar 

September ,I,mmunisation Th+ 
Quebec City . 
Boston 

September ‘. ,Duratlon Analysis Boston 
Septëmber 20-21’ : ‘Valuzition Actuary Symposíum. West Coast location TBA 
October’ ‘17-20 .‘. . I Annual ‘Meeting . New York 
December .. : :’ Critica1 Issues in Date 6r location TBA I _ ‘. ~ Undertir~ting . * 
This 1s a partial’hstingof SOA seminars and meetings for 1993. Watch for ad- 
ditions .publi&e¿I in T&e‘A&ky throughout the year. For more information, 
please call Contin$ig Education. 708-706-3545. _ 

EIE comer cont’d 2) Course 210 will become a 25credit 
Candidates who want to focus 

their elective credits on investment 
and finance topics can take the fol- 
lowing electives: 
1) V-480. Advanced Asset/Liability 
Management 
2) V-485, Advanced Portfolio Manage- 
ment 
3) I-550, Reinsurance Topics 
4) P-363, Pension Funding Vehicles 

* * * 
To strengthen the foundation in invest- 
ment topics required of al1 Fellowship 
candidates. the structure of the core 
requirements has been changed effec- 
tive November 1993. Property and ca- 
sualty material has been removed 
from Courses 200 and 210. Canadian 
candidates and other candidates who 
want to have some familiarity with 
property and casualty topics are en- 
couraged to write any of the CAS ex- 
aminations that earn elective Fellow- 
ship credit. (See Section III. 22 of the 
1993 Spring Fellowship Catalog.) 
1) Course 200 will become a 30-credit 
course to be offered for the first time 
in spring 1994. 

course. 
3) Course220 will be unchanged. 
4) Course V-380 will be modified to 
become Course 230, a required core 
course with 15 credits to be offered 
for the first time in spring 1994. 

* * * 
Preliminary actuarla1 exam books con- 
taining two sample exams each for 
Exams 100 and 110 now are available 
at the Society Office. 

Help for examE 
Georgia State University will sponsor 
examination preparation seminars in 
the spring on the following courses: 
110. 120, 130. 135. 140. 150, 151, 160, 
162. 165, 200, EAl-A, and EAl-B. For 
more information. cal1 Robert W. 
Batten at 404-651-2736. 

* * * 
Study manuals and textbooks for the 
May 1993 SOA exams are available 
from Actuarial Study Materials. For a 
complete list, write to A.S.M.. P.O. 
Box 522. Merrick, NY 11566. or cal1 
516-868-2083. 

Dear Editor: T 
Full mail boxes prompt letters _ 
The September 1992 issue had many 
worthwhile articles. Even so, the 
small note on the recent constitu- 
tional amendment balloting did not 
escape my attention. 1 recall a recent 
special supplement devoted to this 
amendment. The vote against was so 
overwhelming one cannot help but 
wonder why the issue was even 
brought to vote, considering balloting 
is not an inexpensive process. Sam- 
pling or survey techniques could have 
given our Board an indication of the 
membership’s feeling on this issue, 
and we could have avoided the addi- 
tional expenses involved with the ful1 
ballot. 

Also. on the subject of expenses, 
as a member of severa1 Sections. I re- 
ceive separate mailings for newsletters 
and election materials from each Sec- 
tion. It seems that some of these mail- 
ings could be coordinated and result 
in significant savings. 

jeffrey C. Stevenson 
* * * 

It has been 60 years since I finished q, 
high school. 50 since I passed Part I. 
and 12 years since 1 retired. These are 
the significant work-related events in 
my life. 

Although 1 do not pay dues. I get 
a lot of mail from the Society. 1 would 
be happy with much less, and I am 
sure 1 have company. The Society 
could increase revenue and reduce 
waste by dividing retirees into four 
groups, based on the amount of dues 
chosen. These groups are: 
ll No dues. No mailings. Name in . 

Directory until death. 
2) Nominal dues. Directory and The 

Actuary are the only mailings. 
3) Moderate dues. Mailings 1 get now. 
4) Higher yet. Al1 mailings. 

Note that Groups 1 and 2 would 
not vote. 

The retiree problem is bound to 
grow in the future. This would be a 
good time to do something. 

Robert E. Larson 

Reply from Executive Director 
John Q’Connor 

/1 

The authors of these letters make somt 
very good points. Many members. re- 
tired as well as those actively practicing, 
may believe they receive more mail- 
ings from the Society than are neces- 
sary. 


