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Abstract

The purpose of this paper is to outline the development of a critical iliness rider to be launched
on a guaranteed level term product. The paper will address the following topics:
¢ market needs analysis,
design considerations,
benefit design,
pricing assumption, and
development of pricing model and pricing results, including sensitivity testing.

The market needs analysis demonstrates that the United States market needs a critical illness
product to meet the need of more people surviving critical illness. The financial implications of
surviving a critical illness can be devastating to a household’s standard of living. The target
market for this rider aligns perfectly with the market for the underlying base term product.

The design considerations are important for the critical illness rider because the rider is
relatively new in the U.S. market. The rider was designed to be a stand-alone benefit rather
than an acceleration of death benefit. The covered conditions were limited to simplify the
design and because experience in other countries concluded that 80 percent of claims are from
three conditions: cancer, heart attack and stroke. The benefit amount, premium pattern,
available underwriting classes, issue age ranges, and waiting period were also considered for
the design.

The critical illness rider will pay a lump-sum benefit to the insured if diagnosed with a covered
condition, such as cancer, stroke or heart attack. The death benefit on the term product will be
reduced only if the insured dies within 28 days of the diagnosis of the critical illness.

The most critical pricing assumption for the critical illness rider is the claim cost. Because the
product is relatively new in the U.S. market, there is not an industry table to modify for company
experience. For this assumption, modifications to the Critical lliness Base Table (CIBT93) were
made to adjust for factors such as limiting the number of conditions covered, trending the data,
adjusting for insured population and smoker/nonsmoker split. Other pricing assumptions
developed were net investment income rate, the surplus earned rate, average size, expenses,
and reserve methodologies and assumptions. The profit goals for the critical illness rider are:

e Statutory Return on Investment (ROI) > 20%

o Profit Margin > 5%

e Breakeven Year no later than Year 4

e Weighted GAAP ROE > 20%
The pricing model follows a deterministic framework with a monthly projection frequency. The
ricing results for the three key cells in the base case scenario are:

Profit Results - Base Case
Male, Std NS 35 45 55
Periodic Premium Per Unit $9.44 $13.50 $18.63
Return on Investment (ROI) 21% 22% 20%
Profit Margin 8% 7% 6%
Breakeven Year 2 3 3
Weighted Average GAAP ROE 23% 26% 22%




Sensitivity analysis was conducted on the lapse rate, net investment income rate, morbidity
assumption, and mortality assumption. The assumption with the greatest impact on profit
results, due to experience being different than assumed, is the morbidity assumption.

Introduction

Today, many people survive a critical illness that may have been fatal a few years ago. Critical
illness insurance offers a unique way to protect against the financial hardships associated with
surviving a critical illness. A lump-sum benefit from a critical illness product will provide the
insured with necessary funds to pay for expenses generally not reimbursed by health insurance
plans.

[author—this information is repeated from above...OK to delete it here?]This paper addresses
the development of a critical illness rider to be attached to a guaranteed level term product.

The paper will address the following topics in the development of this rider:
e Market needs analysis,
Design considerations,
Benefit design,
Pricing assumption, and
Development of pricing model and pricing results, including sensitivity testing.



Market Needs Analysis

The advances in medical science are increasing life expectancy and increasing the survival rate
of a critical illness. The medical and financial burdens imposed by a critical illness could exceed
a family’s total savings. Nearly half of all U.S. bankruptcy filings are attributed to illness, injury
or substantial medical debt. Further, about 80 percent had some form of medical insurance,
suggesting that that basic health insurance coverage is not sufficient. A critical illness can
potentially deplete most or all of a family’s savings in the first year. Here is an example for a
middle-income household:

Scenario 1: Wage Earner out of work for six months with Short Term Disability (STD).
Scenario 2: Wage Earner out of work for 12 months without Disability Insurance (DlI).

Cancer Diagnosis

Base case Scenario 1 Scenario 2

Salary $50 $40 $18
Income Tax $14 $11 $3
Personal debt payments $8 $8 $8
Necessities $15 $15 $15
lliness-related costs

e Qualified medical expenses $1 $3 $3

e Ungualified medical expenses $0 $4 $4

e Non-medical costs $0 $5 $10
Income Available after baseline expenses $12 -$4 -$26
Cash shortfall vs. base case -$16 -$38

The net impact on a household’s standard of living in Scenario 1 decreased $16,000 and in
Scenario 2 is decreased $38,000. A critical illness product can address this need by providing a
lump-sum benefit at the time of diagnosis of an iliness. The lump-sum benefit is not expense
reimbursement coverage and not based on the inability to work. This gives the insured the
control of how to spend the benefit. Based on internal company consumer economic model,
two-thirds of the costs associated with critical iliness are indirect costs and are not covered by
medical insurance.

Critical lllness insurance covers expenses not reimbursed by other types of insurance. The
lump-sum benefit has multiple uses, which can include, but are not limited to the following:
Co-pays and deductibles Spouse taking time off to care for insured
Experimental treatment Housekeeping, meals, clothing
Alternative medicine Home and/or automobile modifications
Travel to treatment center Vacations/trips

Costs associated with doctor visits Counseling

Child care Caregiver costs

The target market for the critical illness insurance is issue ages 30 to 55 years old in the middle-
income market. The primary distribution channel will be an individual distribution channel, which
currently represents about 25 percent of the market for critical illness distribution. The target
market for guaranteed level term products aligns perfectly with the critical illness insurance. As
such, the rider will be attached to this product for launch.



Design Considerations

The first design option that needs to be considered is whether the product will be a stand-alone
living benefit or an acceleration of the death benefit. The reasons for the stand-alone benefit
are a simpler design, ease of administration, easier to explain and understand, and the death
benefit is not reduced by critical iliness benefit. The reason for an acceleration of death benefit
is the ability to offer lower premiums compared to the stand-alone benefit.

The rider will be attached to a guaranteed level term product; which requires level premiums to
be paid for a term period and if the insured dies during the term period, the beneficiary will
receive the death benefit proceeds. However, if the insured survives to the end of the term
period, the death benefit is not payable. The insured can continue to pay premiums after the
level period to continue coverage, but the premiums increase significantly. The rider will work in
a similar fashion, except the premium will remain level for the entire period of coverage. Level
premiums will be required, and if the insured is diagnosed with a covered condition, then the
insured will receive the lump-sum benefit of the rider. The lump-sum benefit of the critical
iliness rider will be paid at the time of diagnosis. If the insured survives the survival period, the
amount of time the insured must survive after being diagnosed with the iliness in order to qualify
for the rider benefit, then the full death benefit will be paid upon death. However, if the insured
dies within the survival period, the death benefit will be reduced by the amount of the critical
illness benefit.

In Canada and the United Kingdom, where this type of product has been available for a period

of time, the covered conditions can range from four or five to more than 20. Based on research
in these countries, cancer, heart attack and stroke account for more than 80 percent of claims.

Cancer accounts for more than 50 percent of the claims from critical illness insurance. The pie
chart below shows the percentage of claims from each covered condition.

Other
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Source: A Critical Review: Report of the Critical lliness Healthcare Study Group.

By limiting the number of conditions covered, this will simplify the product structure and simplify
the underwriting and claims process. This also addresses the needs of the target market, which
needs simple products to be successful. It is important to note that some states require
minimum specified illnesses to be covered. Further, the standard definitions of the critical
illnesses listed above are not currently industry standard. The definitions need to be simple so
that it is understandable, but not so simple that it gets you in trouble. The definitions must be
tight enough so that you do not permit events that would be considered critical illness to come
into play that were not necessarily reflected in the pricing. In other countries, such as the United
Kingdom, there has been a significant effort to create standard definitions for the industry to



make the descriptions of coverage clearer and the comparisons of products easier. This will
improve the policyholder’s and agent’s understanding and confidence in the product.

Next, the critical illness maximum benefit amount needs to be limited due to the risks associated
with this product. The maximum ratio of critical illness benefit amount compared to the death
benefit needs to be limited to a certain percentage. This will provide that the underlying product
is still a life insurance product, and the critical illness rider is an ancillary benefit. Also, there is
limited industry experience with critical illness insurance, so by limiting the benefit amount we
are mitigating some of the potential unknown risk exposure. The critical illness benefit amount
could be reduced after age 65 to reduce the cost of the rider since incidence rates increase
exponentially after age 65.

The premium pattern for this rider could be a level premium, lump-sum premium or increasing
premium. The level premium pattern is the obvious choice because it will follow the underlying
level term product. The lump-sum premium or increasing premium would not be an attractive
option for marketing.

Critical iliness is a type of insurance that will be anti-selected against by nature of the product.
The underwriting classes need to be limited on this product because there is limited industry
experience with this type of insurance. The data available is sufficient to split the underwriting
classes into smoker and nonsmoker and to have sex-distinct tables. However, preferred risk
classes should not be available until there is sufficient industry experience to support the
differences in rates and we have the ability to create underwriting criteria for the preferred class.
Further, the market is demanding a simple product design for ease of understanding that will be
met with the one class of nonsmoker underwriting.

Issue ages for a critical illness insurance need to be limited to avoid anti-selection. Incidence
rates increase dramatically after age 65 and offering the rider after this age would be too
expensive. This should not be an issue with the term market because the target market is issue
ages 30-55.

Finally, the waiting period to receive benefits after being underwritten is 30 days, except for
cancer, which is 90 days, to avoid anti-selection. The waiting period rules for the rider will follow
the rules for the underlying guaranteed level term product.



Benefit Design

The benefit design is a stand-alone critical illness rider attached to a guaranteed level term
product. A lump-sum benefit will be paid to the insured, if the policy is in-force at the time of a
qualifying event and the waiting period has been satisfied. A qualifying event is defined as
being diagnosed with one of the following covered conditions:

1) Invasive Cancers

2) Heart attack

3) Stroke
The guaranteed level term death benefit will be reduced by the amount of the critical illness
proceeds if the insured dies during the survival period. The rider has no cash value and does
not generate non-forfeiture benefits at any time.

Male / Female
Risk Classifications Standard Nonsmoker and Standard Smoker
Issue Ages 20-60
Premium Pattern Level Premium Pattern

Max {10% of Death Benefit, $50,000}
Coverage Amounts Subject to overall maximum limit of $250,000
Benefit Decrease 50% at Attained Age 65
Survival Period 28 Days

30 Days
Waiting Period 90 Days for Cancer
Policy Fee $36 Annually, non commissionable




Pricing Assumptions

Claim costs for pricing critical illness is difficult to obtain due to the lack of industry data and
experience. One source to consider is population data, but that needs to be adjusted to reflect
the insured population. There is some experience from other countries, but such data cannot
just be taken at face value. The definitions and medical standard in these countries may not be
the same as in the United States.

The claim costs used were a modification of a Critical lllness Base Table (CIBT93) developed in
the United Kingdom and outlined in “A Critical Review: Report of the Critical lllness Healthcare
Study Group.” The first modification was to adjust the base table to reflect only the covered
conditions in the rider: cancer, heart attack and stroke. Next, the rates were deemed applicable
for 1993 experience, but a rate adjustment needs to be made to adjust the experience to current
levels. The trend factor was not a uniform rate applied to the modified table. Rather, each
illness was modified based on the trend factors developed in the 1993 study. Also, the trend
factors were not uniformly applied across all issue ages and genders.

Trend Factors

lliness Male Female
Cancer 1% Increase 2% Increase
Heart Attack 2% Decrease 2% Decrease
Stroke n/a n/a

These trend factors are aggressive due to the fact that data available was not split between
smokers and nonsmokers. If the rates were split between smoker and nonsmoker, the rates
may show a greater increase. Part of the general deterioration in cancer experience is being
hidden by the decrease in the proportion of smokers. Therefore, the trend factors have only
been applied for five years to account for this difference. There is not sufficient data to support
a trend factor for strokes, so we have assumed no trend factor in the rates.

The data available for the CIBT93 was not split by smoker and nonsmoker status. The rates
need to be split into smoker and nonsmoker tables. The differential used to split the table is
similar to the differential in mortality experience, although a higher differential will be used for
critical illness, since the main cause of claims are affected by smoking for each of the three
covered conditions. The factor used to split the tables is based on company mortality
experience and increased to reflect a differential for critical illness.

Finally, the data needs to be adjusted for the fact that population data was used to develop the
table. Because we are underwriting the rider, the rates need to be adjusted to reflect insured
pool versus the population data. As a result, the next step is to modify the rates by adjusting for
company mortality experience versus the population mortality, which varies by issue age and
risk classification.

The CIBT93 table includes a 28-day survival period for the stand-alone rates. | made no
modifications to the rates to account for this, because the rider is designed such that if the
insured dies within the 28 days of diagnosis of the critical iliness, the death benefit on the base
term policy will be reduced by the benefit amount of the critical illness. Therefore, this design
feature will account for a 28-day survival period, since technically a claim was not paid on the
critical illness rider. Rather, a portion of the death benefit will be paid less than 28 days earlier
than it would have been paid. The early payment of a portion of the death benefit will be
insignificant to the cost of the rider.




Underwriting for the critical illness rider will occur simultaneously with the base term policy. The
risk factors that are examined for the rider are similar to the risk factors for a life insurance
policy. If there is prior history of the iliness, the policy is declined. The family history is
important for cancers and heart conditions.

The net investment income rate is a conservative long-term average of the 10-Year Constant
Maturity Treasury (CMT) rate.

10-Yr Annual Constant

Maturity Treasury (CMT)

Year Rate
1984 12.46
1985 10.62
1986 7.67
1987 8.39
1988 8.85
1989 8.49
1990 8.55
1991 7.86
1992 7.01
1993 5.87
1994 7.09
1995 6.57
1996 6.44
1997 6.35
1998 5.26
1999 5.65
2000 6.03
2001 5.02
2002 4.61
2003 4.01
Average 7.14

Source: Federal Reserve Board

The surplus earned rate is expected to earn a higher rate of return, 100 basis points (bps), than
the net investment income rate because the investment horizon is longer and will follow the
company'’s surplus investment strategy.

Lapse rates have a significant effect due to the increasing number of incidences from age 65-
75. If we assume too high of a lapse rate, the product will be lapse-supported. The lapse rates
assumption will follow the lapse assumption for the base term product during the level period.
During the ultimate period when the base term rates will increase significantly, the rider lapse
rates should be kept fairly low to reflect that only the unhealthy lives will persist. The
policyholders who will keep their policies in-force expect to submit a claim, otherwise they would
not continue to pay the increasing term rates in the ultimate period.

The average size for the critical illness rider is assumed to be 10 percent of the average base
term face amount. The personal expenses (e.g., ramp installation in the home) that will be
covered by the lump-sum benefit do not vary by issue age or risk classification. The implies that
the underlying assumption for average size of the critical iliness rider will not vary by issue age
or risk classification.



Expenses must reflect the policy acquisition and maintenance of the rider. Commissions will be
paid on the premium attributable to the critical illness rider with the same rates as the base
policy. The policy fee will not be commissionable, which is in line with the base term pricing.
Policy acquisition expenses will be the incremental cost for underwriting the rider and for
developing marketing materials and training of the rider. The maintenance expense will be an
incremental cost over the maintenance expense used for the base term pricing because the
base and rider will be administered on the same system. Claim expenses will be a percentage
of claim payments and are not an incremental cost over the term administration. The premiums
will be subject to a premium tax, which will be a flat percentage for all states,

Statutory reserves for this product are two-year preliminary term based on 105 percent of
expected claims, discounted using the 1980 CSO mortality table and 4 percent interest. Tax
reserves use the same methodology, but with a different interest rate defined by the Internal
Revenue Service (IRS). Statutory required surplus approximates 300 percent NAIC RBC, and
is refined to comply with internal company standards.

GAAP reserves are calculated in accordance with FAS 60. The provisions for adverse
deviations (PADs) used are for the interest assumption and morbidity assumption.

The profit measures for this product are:
Statutory Return on Investment (ROI)
Profit Margin

Breakeven Year

Weighted GAAP ROE

The pricing goals were established such that the critical illness rider is relatively new to the
market, so there will be less competitive pressure on price. Also, the rider is considered to be a
riskier investment than the other products in the portfolio, and as such, will demand a higher
rate of return. The pricing goals are set to be cell-based goals. Therefore, one cell will not be
subsidized by another and the model office profit goals will be met by the individual cell based
pricing goals. The pricing goals for the critical illness rider are:

e ROI>20%

e Profit Margin > 5%

e Breakeven Year no later than year 4

e Weighted GAAP ROE > 20%



Pricing Model

The pricing for the critical illness rider is similar to pricing the base term policy. The probability
of getting a critical illness in the year of age x to x+1 is a binomial probability, just like the
probability of dying. Therefore, the model developed to price the critical illness rider uses the
same considerations as pricing the base term policy.

The pricing model follows a deterministic framework with a monthly projection frequency. The
model will generate future cash flows of the critical iliness rider based on the product
specifications and pricing assumptions. The three key cells that were priced are:

e 35 Male Standard Nonsmoker

e 45 Male Standard Nonsmoker

e 55 Male Standard Nonsmoker
The periodic premium per unit for each cell was solved for by setting the Statutory ROI equal to

20 percent, the pricing goal.

The pricing results for the base case are as follows:

Profit Results - Base Case
Male, Std NS 35 45 55
Periodic Premium Per Unit $9.44 $13.50 $18.63
Return on Investment (ROI) 21% 22% 20%
Profit Margin 8% 7% 6%
Breakeven Year 2 3 3
Weighted Average GAAP ROE 23% 26% 22%

The three key cells meet the pricing objectives that were set for the product. The details of the
statutory and GAAP profit calculations can found in Appendix B and Appendix C.

A sensitivity analysis on the key assumptions needs to be performed to understand what a
change in an assumption has on the profit results. We also need to know which assumptions to
monitor and study as experience emerges. Assumptions to vary for the sensitivity analysis are
lapse rates, mortality, morbidity and net investment income rate.

Lapse rates need to be sensitivity tested to verify the rider is not lapse supported by using too
high of a lapse rate in the ultimate years. Also, we need to test the other extreme, too high
lapse rates in the early years, to make sure we can still recover our acquisition expenses.

Profit Results - Lapse Rates Halved
Male, Std NS 35 45 55
Periodic Premium Per Unit $9.44 $13.50 $18.63
Return on Investment (ROI) 16% 19% 19%
Profit Margin 8% 7% 7%
Breakeven Year 2 2 3
Weighted Average GAAP ROE 21% 24% 23%

Profit Results - Lapse Rates Doubled
Male, Std NS 35 45 55
Periodic Premium Per Unit $9.44 $13.50 $18.63
Return on Investment (ROI) 24% 24% 18%
Profit Margin 5% 4% 3%
Breakeven Year 3 3 3
Weighted Average GAAP ROE 23% 24% 20%
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We are not meeting the profit goals when the lapse rates are halved, but the ROI is still greater
than 15 percent in all scenarios and the GAAP ROE does not fall below 20 percent.

Net investment income rate assumption will be increased 100 bps and decreased 100 bps to
test the sensitivity of the conservative long-term interest assumption. The profit results should
not be significantly affected be the assumption because the product is not interest-sensitive.

Profit Results - Net Investment Income rate minus 100bps

Male, Std NS 35 45 55
Periodic Premium Per Unit $9.44 $13.50 $18.63
Return on Investment (ROI) 18% 20% 19%
Profit Margin 6% 6% 5%
Breakeven Year 2 3 3
Weighted Average GAAP ROE 19% 21% 20%

Profit Results - Net Investment Income rate plus 100bps

Male, Std NS 35 45 55
Periodic Premium Per Unit $9.44 $13.50 $18.63
Return on Investment (ROI) 23% 24% 21%
Profit Margin 9% 8% 6%
Breakeven Year 2 3 3
Weighted Average GAAP ROE 30% 33% 25%

As the profit results show, the rider is not sensitive to a 100 bps change in the interest rate
assumption.

Morbidity assumption needs to reflect an increase and decrease in claims. Because there is no
prior industry experience with this type of product, the results of this analysis are important.

If the claims are 25 percent higher, the issue age 55 statutory ROI falls to 9 percent and a profit
margin of 1 percent. So, as experience emerges, the results of the older issue ages need to be
monitored for adverse experience.

Profit Results - Morbidity 25% increase Expected Claims

Male, Std NS 35 45 55
Periodic Premium Per Unit $9.44 $13.50 $18.63
Return on Investment (ROI) 17% 15% 9%
Profit Margin 5% 3% 1%
Breakeven Year 2 3 5
Weighted Average GAAP ROE 20% 18% 12%

Profit Results - Morbidity 25% decrease Expected Claims

Male, Std NS 35 45 55
Periodic Premium Per Unit $9.44 $13.50 $18.63
Return on Investment (ROI) 24% 28% 29%
Profit Margin 10% 11% 10%
Breakeven Year 2 2 3
Weighted Average GAAP ROE 26% 34% 33%

The mortality assumptions should not have a significant impact on the profit results for a 10
percent improvement or worsening. The mortality assumption in this product is used to
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determine how many lives will be left in the eligible population to incur a critical illness.
Therefore, as the results show, there is not a significant impact on profit for a 10 percent change
in the mortality assumption.

Profit Results - Mortality 10% worse

Male, Std NS 35 45 55
Periodic Premium Per Unit $9.44 $13.50 $18.63
Return on Investment (ROI) 21% 22% 20%
Profit Margin 8% 7% 6%
Breakeven Year 2 3 3
Weighted Average GAAP ROE 23% 25% 22%

Profit Results - Mortality 10% improvement

Male, Std NS 35 45 55
Periodic Premium Per Unit $9.44 $13.50 $18.63
Return on Investment (ROI) 21% 22% 20%
Profit Margin 8% 7% 6%
Breakeven Year 2 3 3
Weighted Average GAAP ROE 23% 26% 22%
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Conclusion

The critical illness rider will pay a lump-sum benefit to the insured if diagnosed with a covered
condition: cancer, stroke or heart attack. The death benefit on the term product will be reduced
only if the insured dies within 28 days of the diagnosis of the critical illness.

The premium for the critical illness rider was set such that the pricing goals were met for each of
the three key cells. Additional profit testing was conducted on a few key assumptions to see the
sensitivity of the profit results.

The critical illness rider launched with a guaranteed level term product will meet the market
demand for this type of insurance.
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Appendix A

Pricing Assumptions

Observation Period

30 Years

Premium Mode

Monthly

Mortality

Based on company experience

Basic Claim Cost

Modification to CIBT93

Claim Cost Modifier for insured data

Based on company mortality experience
versus population mortality

Claim Cost Modifier for smoker/nonsmoker

Based on company mortality experience
modify to reflect higher differential for smokers
Nonsmoker = 85%

Smokers = 165%

Statutory reserves

Two year preliminary term
e 105% of expected claim costs
e 1980 CSO ultimate mortality
e  4.0% interest rate

Tax Reserves

Two year preliminary term
e 105% of expected claim costs
e 1980 CSO ultimate mortality
o 5.27% interest rate

Target Surplus 12.00% of Statutory Reserves
50.00% of Annualized Periodic Premium
Withdrawals Vary by duration and issue age
Issue Age
Duration 35 45 55
1 175 .150 125
2 .150 .130 110
3 125 110 .095
4 .100 .090 .080
5 .075 .070 .065
6+ .050 .050 .050
Average Size
Issue Age Male Standard Nonsmoker
35 $50.00
45 $50.00
55 $50.00
Expenses
Commissions
Year 1 106.00%
Years 2 -10 3.00%
Years 11+ 1.00%
Policy Acquisition Costs
Marketing $15.00
UW & Issue $43.00
Maintenance Expense (Per Palicy) $15 per policy per year
Maintenance Expense (Percent Premium) 3.00%
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Claims expense 2.00% of claim payments
Premium Tax 2.50%

Interest Rates

Net Investment Income Rate 5.50%

Inflation rate 0.00%

Surplus earned rate 6.50%

Taxation

Corporate tax rate 35.00% of taxable income
DAC 7.70% of premiums
Amortization period for DAC 10 Years

Target Surplus

Percent of Statutory Reserves 12.00%

Percent of Annualized Periodic Premium 50.00%

Reinsurance
None modeled

GAAP FAS60
Provision for Adverse Deviations (PADSs)
Interest 2.00% decrease
Morbidity 1.00% Increase
Amortization 30 Years

Profit Measures
The Profit measures for this product are:
1) Statutory Return on Investment (ROI)
Solve for the rate of return that sets the present value of distributable earnings equal to zero.
2) Profit Margin
Present Value of Distributable Earnings divided by the Present Value of Premiums.
3) Breakeven Year
Policy year in which the accumulated profits first turn positive and remain positive.
4) Weighted GAAP ROE
Weighted average of After-Tax Stockholder Earnings divided by weighted average of Stock
Equity.
Stock Equity(t) = Stock Assets(t) - Stock Liabilities(t)
Stock Assets(t) = Statutory Reserve(t) + DAC(t)
Stock Liabilities(t) = Benefit Reserve(t) + Deferred FIT(t)
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Appendix B
Annual Profit Results
Statutory Results

35 Male Standard Nonsmoker

Risk Classification Male Std NS

Issue Age 35

Premium $9.44

ROI 20.75%

Profit Margin 7.66%

Weighted ROE 23.14%

Target Surplus Adjustments
Book
Stat Profit Tax Book Target FIT on

Policy Policy Claims Reserve Before Reserve Taxable Profit Surplus Target

Year Month Prem InvInc Incurred Incr  Comms Acq Main Prem Tax FIT Incr Profit FIT After FIT Invinc Incr  Surplus Distr Earn
1 12 $ 931 $ (0.01) $ 050 $ - $ 917 $ 116 $ 056 $ 023 $ (2.32) $ - $ (1.67) $ (0.58) $ (1.74) $ 027 $ 419 $ 0.09 $ (5.75)
2 12 ¢ 778 $ 003 $ 050 $ - $ 022 $ - $ 047 $ 019 $ 6.42 $ - $ 689 $ 241 $ 401 $ 025 $ (0.57) $ 0.09 $ 4.74
3 12 $ 669 $ 016 $ 052 $ 513 $ 0.19 $ - $ 041 $ 017 $ 043 $ 444 $ 145 $ 051 $ (0.08) $ 023 $ 0.16 $ 0.08 $ (0.08)
4 12 ¢ 592 $ 040 $ 058 $ 417 $ 0.17 $ - $ 036 $ 015 $ 090 $ 365 $ 165 $ 058 $ 032 $ 024 $ 018 $ 0.09 $ 0.30
5 12 $ 539 $ 061 $ 065 $ 368 $ 0.15 3 - $ 033 $ 013 $ 105 $ 325 $ 163 $ 057 $ 048 $ 026 $ 023 $ 009 $ 042
6 12 $ 504 $ 081 $ 075 $ 354 $ 0.14 $ - $ 032 $ 013 $ 098 $ 315 $ 145 $ 051 $ 047 $ 027 $ 029 $ 0.10 $ 0.36
7 12 $ 479 $ 099 $ 081 $ 322 $ 0.13 $ - $ 030 $ 012 $ 119 $ 290 $ 154 $ 054 $ 065 $ 029 $ 026 $ 0.10 $ 058
8 12 $ 454 $ 115 $ 088 $ 289 $ 0.13 % - $ 029 $ 011 $ 139 $ 264 $ 162 $ 057 $ 082 $ 030 $ 023 $ 0.11 $ 0.79
9 12 $ 431 $ 130 $ 093 $ 261 $ 0.12 $ - $ 028 $ 011 $ 156 $ 241 $ 168 $ 059 $ 097 $ 032 $ 020 $ 0.11 $ 0.98
10 12 $ 409 $ 143 $ 099 $ 234 $ 0.11 $ $ 026 $ 010 $ 172 $ 219 $ 173 $ 061 $ 111 $ 033 $ 0.17 $ 0.12 $ 1.15
11 12 $ 389 $ 155 $ 106 $ 221 $ 0.04 $ - $ 025 $ 010 $ 178 $ 210 $ 149 $ 052 $ 126 $ 034 $ 017 $ 0.12 $ 131
12 12 ¢ 372 $ 167 $ 114 $ 214 $ 0.03 % - $ 024 $ 009 $ 174 $ 206 $ 145 $ 051 $ 123 $ 035 $ 0.18 $ 0.12 $ 1.28
13 12 ¢ 357 $ 178 $ 121 $ 211 $ 0.03 $ - $ 024 $ 009 $ 167 $ 205 $ 142 $ 050 $ 118 $ 036 $ 0.19 $ 0.13 $ 1.23
14 12 $ 345 $ 189 $ 136 $ 205 $ 0.03 $ - $ 023 $ 009 $ 158 $ 201 $ 136 $ 048 $ 111 $ 038 $ 019 $ 0.13 $ 1.16
15 12 $ 335 $ 200 $ 167 $ 185 $ 0.03 3 - $ 023 $ 008 $ 148 $ 183 $ 128 $ 045 $ 103 $ 039 $ 018 $ 0.14 $ 1.10
16 12 ¢ 327 $ 209 $ 185 $ 183 $ 0.03 $ - $ 023 $ 008 $ 134 $ 182 $ 117 $ 041 $ 093 $ 040 $ 0.18 $ 014 $ 1.01
17 12 $ 320 $ 219 $ 202 $ 163 $ 0.03 $ - $ 023 $ 008 $ 139 $ 165 $ 123 $ 043 $ 096 $ 041 $ 0.16 $ 0.14 $ 1.06
18 12 $ 312 $ 227 $ 220 $ 143 $ 0.03 % - $ 023 $ 008 $ 143 $ 147 $ 128 $ 045 $ 098 $ 042 $ 013 $ 015 $ 1.12
19 12 ¢ 305 $ 234 $ 246 $ 114 $ 0.03 3 - $ 023 $ 008 $ 146 $ 121 $ 132 $ 046 $ 100 $ 043 $ 0.10 $ 0.15 $ 1.17
20 12 $ 298 $ 239 $ 268 $ 089 $ 0.03 $ - $ 023 $ 007 $ 148 $ 098 $ 136 $ 047 $ 101 $ 043 $ 007 $ 015 $ 1.22
21 12 ¢ 291 $ 243 $ 292 $ 061 $ 0.03 $ - $ 023 $ 007 $ 149 $ 072 $ 137 $ 048 $ 101 $ 043 $ 004 $ 015 $ 1.26
22 12 ¢ 285 $ 246 $ 318 $ 031 $ 0.03 % - $ 023 $ 007 $ 149 $ 043 $ 137 $ 048 $ 101 $ 044 $ (0.00) $ 0.15 $ 1.30
23 12 ¢ 278 $ 247 $ 3.44 $ (0.00) $ 0.03 $ - $ 023 $ 007 $ 148 $ 014 $ 134 $ 047 $ 101 $ 043 $ (0.04) $ 015 $ 1.33
24 12 $ 271 $ 246 $ 374 $ (0.36) $ 0.03 $ - $ 024 $ 007 $ 146 $ (0.21) $ 131 $ 046 $ 100 $ 043 $ (0.08) $ 0.15 $ 1.36
25 12 $ 264 $ 243 $ 406 $ (0.73) $ 0.02 % - $ 024 $ 007 $ 142 $ (058 $ 127 $ 044 $ 098 $ 042 $ (0.12) $ 0.15 $ 1.38
26 12 ¢ 258 $ 238 $ 434 $ (1.08) $ 0.02 $ - $ 024 $ 006 $ 137 $ (093) $ 1.22 $ 043 $ 094 $ 042 $ (0.17) $ 0.15 $ 1.38
27 12 $ 251 $ 231 $ 466 $ (1.48) $ 0.02 $ $ 024 $ 006 $ 132 $ (1.33) $ 1.17 $ 041 $ 091 $ 040 $ (0.21) $ 0.14 $ 1.38
28 12 ¢ 244 $ 223 $ 494 $ (1.84) $ 0.02 3 - $ 024 $ 006 $ 125 $ (1.70) $ 111 $ 039 $ 086 $ 039 $ (0.26) $ 0.14 $ 1.37
29 12 ¢ 238 $ 211 $ 529 $ (229) $ 0.02 $ - $ 025 $ 006 $ 117 $ (2.17) $ 104 $ 037 $ 080 $ 037 $ (031) $ 0.13 $ 1.36
30 12 $ 231 $ 198 $ 563 $ (2.76) $ 0.02 $ - $ 025 $ 006 $ 109 $ (266) $ 098 $ 034 $ 074 $ 035 $ (5.70) $ 0.12 $ 6.67
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Annual Profit Results
Statutory Results

45 Male Standard Nonsmoker

Risk Classification Male Std NS

Issue Age 45

Premium $13.50

ROI 21.77%

Profit Margin 6.83%

Weighted ROE 25.58%

Target Surplus Adjustments
Book
Stat Profit Tax Book Target FIT on

Policy Policy Claims Reserve Before Reserve Taxable Profit Surplus Target

Year Month Prem InvInc Incurred Incr  Comms Acq Main Prem Tax FIT Incr Profit FIT After FIT Invinc Incr  Surplus Distr Earn
1 12 $ 1321 $ (0.01) $ 160 $ $ 1329 $ 116 $ 071 $ 033 $ (3.89) $ $ (297) $ (1.04) $ (285 $ 038 $ 6.04 $ 0.13 $ (8.64)
2 12 $ 1133 $ 005 $ 164 $ - $ 032 $ - $ 061 $ 028 $ 852 $ - $ 920 $ 322 $ 530 $ 036 $ (0.72) $ 0.13 $ 6.25
3 12 $ 994 $ 020 $ 169 $ 6.18 $ 028 $ $ 054 $ 025 $ 120 $ 566 $ 222 $ 078 $ 042 $ 034 $ 014 $ 012 $ 0.50
4 12 ¢ 892 $ 049 $ 187 $ 493 $ 025 $ $ 049 $ 022 $ 164 $ 455 $ 237 $ 083 $ 081 $ 035 $ 016 $ 0.12 $ 0.88
5 12 $ 819 $ 073 $ 209 $ 416 $ 023 % $ 046 $ 020 $ 177 $ 386 $ 230 $ 081 $ 097 $ 036 $ 019 $ 013 $ 1.01
6 12 $ 767 $ 094 $ 234 $ 373 $ 022 % $ 044 $ 019 $ 170 $ 349 $ 208 $ 073 $ 097 $ 037 $ 024 $ 013 $ 0098
7 12 ¢ 727 $ 113 $ 248 $ 322 $ 021 $ $ 042 $ 018 $ 189 $ 305 $ 211 $ 074 $ 115 $ 039 $ 019 $ 014 $ 1.21
8 12 ¢ 689 $ 129 $ 262 $ 275 $ 020 $ $ 040 $ 017 $ 204 $ 263 $ 213 $ 075 $ 130 $ 040 $ 014 $ 014 $ 1.42
9 12 ¢ 653 $ 142 $ 283 $ 222 $ 019 $ $ 039 $ 016 $ 217 $ 215 $ 213 $ 074 $ 142 $ 040 $ 009 $ 014 $ 1.60
10 12 $ 619 $ 153 $ 299 $ 176 $ 0.18 % $ 038 $ 015 $ 226 $ 173 $ 210 $ 074 $ 152 $ 041 $ 004 $ 014 $ 175
11 12 ¢ 587 $ 161 $ 316 $ 147 $ 006 $ $ 036 $ 015 $ 228 $ 147 $ 168 $ 059 $ 170 $ 041 $ 003 $ 014 $ 1.93
12 12 ¢ 560 $ 168 $ 336 $ 121 $ 005 $ $ 035 $ 014 $ 216 $ 123 $ 158 $ 055 $ 161 $ 041 $ 002 $ 014 $ 1.86
13 12 ¢ 537 $ 174 $ 357 $ 099 $ 005 $ $ 035 $ 013 $ 202 $ 103 $ 151 $ 053 $ 149 $ 041 $ 001 $ 014 $ 175
14 12 $ 517 $ 179 $ 384 $ 074 $ 005 $ $ 034 $ 013 $ 186 $ 079 $ 141 $ 049 $ 137 $ 041 $ (001) $ 014 $ 1.64
15 12 $ 500 $ 181 $ 456 $ 005 $ 005 % $ 035 $ 013 $ 169 $ 011 $ 130 $ 046 $ 123 $ 041 $ (0.07) $ 014 $ 157
16 12 ¢ 486 $ 181 $ 487 $ (0200 $ 005 $ $ 035 $ 012 $ 149 $ (014) $ 116 $ 041 $ 108 $ 041 $ (0.09) $ 014 $ 1.44
17 12 $ 473 $ 178 $ 523 $ (068) $ 004 $ $ 035 $ 012 $ 145 $ (062) $ 118 $ 041 $ 104 $ 040 $ (015 $ 014 $ 145
18 12 $ 461 $ 174 $ 555 $ (1.12) $ 004 $ $ 035 $ 012 $ 140 $ (1.06) $ 119 $ 042 $ 098 $ 039 $ (0200 $ 014 $ 1.44
19 12 $ 448 $ 166 $ 595 $ (165 $ 004 $ $ 035 $ 011 $ 134 $ (161) $ 119 $ 042 $ 092 $ 037 $ (0.27) $ 013 $ 1.43
20 12 $ 435 $ 156 $ 635 $ (2.21) $ 004 % $ 035 $ 011 $ 127 $ (218 $ 119 $ 042 $ 085 $ 035 $ (030) $ 0.12 $ 1.38
21 12 $ 423 $ 152 $ 335 $ 085 $ 004 $ $ 028 $ 011 $ 112 $ 088 $ 107 $ 037 $ 074 $ 035 $ 003 $ 012 $ 0.93
22 12 $ 409 $ 155 $ 352 $ 060 $ 004 $ $ 028 $ 010 $ 110 $ 065 $ 105 $ 037 $ 073 $ 035 $ 000 $ 012 $ 0.95
23 12 ¢ 39 $ 158 $ 368 $ 037 $ 004 $ $ 028 $ 010 $ 108 $ 043 $ 102 $ 036 $ 073 $ 035 $ (0.03) $ 012 $ 0.98
24 12 ¢ 382 $ 159 $ 385 $ 011 $ 004 $ $ 027 $ 010 $ 105 $ 019 $ 098 $ 034 $ 071 $ 034 $ (0.06) $ 012 $ 0.99
25 12 $ 368 $ 159 $ 400 $ (0.13) $ 0.03 3 $ 027 $ 009 $ 102 $ (005 $ 093 $ 033 $ 069 $ 034 $ (009 $ 012 $ 1.00
26 12 $ 354 $ 158 $ 415 $ (041) $ 003 $ $ 026 $ 009 $ 098 $ (031) $ 089 $ 031 $ 067 $ 033 $ (012) $ 012 $ 1.01
27 12 $ 339 $ 155 $ 428 $ (062) $ 003 $ $ 026 $ 008 $ 091 $ (052) $ 081 $ 028 $ 063 $ 032 $ (015 $ 011 $ 0.99
28 12 $ 324 $ 151 $ 444 $ (089) $ 003 % $ 025 $ 008 $ 084 $ (078) $ 073 $ 026 $ 058 $ 031 $ (0.18) $ 0.11 $ 0.97
29 12 ¢ 309 $ 145 $ 460 $ (115 $ 003 $ $ 025 $ 008 $ 075 $ (1.05 $ 064 $ 023 $ 052 $ 030 $ (022) $ 011 $ 0.93
30 12 $ 294 $ 139 $ 470 $ (1.37) $ 003 $ $ 024 $ 007 $ 065 $ (1.27) $ 055 $ 019 $ 046 $ 029 $ (464) $ 0.10 $ 5.29
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Annual Profit Results
Statutory Results

55 Male Standard Nonsmoker

Risk Classification Male Std NS

Issue Age 55

Premium $18.63

ROI 19.71%

Profit Margin 5.63%

Weighted ROE 22.16%

Target Surplus Adjustments
Book
Stat Profit Tax Book Target FIT on

Policy Policy Claims Reserve Before Reserve Taxable Profit Surplus Target

Year Month Prem InvInc Incurred Incr  Comms Acq Main Prem Tax FIT Incr Profit FIT After FIT Invinc Incr  Surplus Distr Earn
1 12 $ 18.19 $ (0.01) $ 455 $ - $ 1856 $ 116 $ 092 $ 045 $ (7.47) $ - $ (6.20) $ (2.17) $ (5.30) $ 052 $ 8.44 $ 0.18 $ (13.40)
2 12 $ 1598 $ 0.06 $ 475 $ - $ 046 $ - $ 082 $ 040 $ 961 $ - $ 1058 $ 370 $ 590 $ 050 $ (0.90) $ 0.18 $ 7.13
3 12 $ 1427 $ 019 $ 499 $ 522 $ 041 $ - $ 075 $ 036 $ 273 $ 493 $ 375 $ 131 $ 142 $ 047 $ (0.13) $ 017 $ 1.86
4 12 $ 1295 $ 043 $ 538 $ 372 $ 037 $ - $ 070 $ 032 $ 289 $ 351 $ 362 $ 127 $ 162 $ 046 $ (0.14) $ 016 $ 2.06
5 12 $ 1194 $ 059 $ 584 $ 254 $ 034 $ - $ 066 $ 030 $ 285 $ 240 $ 336 $ 117 $ 168 $ 046 $ (0.14) $ 0.16 $ 2.11
6 12 $ 1119 $ 070 $ 634 $ 162 $ 032 $ - $ 064 $ 028 $ 269 $ 150 $ 302 $ 106 $ 163 $ 045 $ (0.13) $ 0.16 $ 2.06
7 12 $ 1056 $ 077 $ 661 $ 087 $ 031 $ - $ 061 $ 026 $ 266 $ 078 $ 284 $ 099 $ 167 $ 044 $ (0.21) $ 0.15 $ 216
8 12 $ 997 $ 080 $ 681 $ 023 $ 029 $ - $ 059 $ 025 $ 259 $ 016 $ 262 $ 092 $ 167 $ 042 $ (0.27) $ 0.15 $ 222
9 12 $ 940 $ 079 $ 7.09 $ (047) $ 027 $ - $ 057 $ 023 $ 249 $ (053) $ 240 $ 084 $ 165 $ 040 $ (0.34) $ 014 $ 2.26
10 12 $ 885 $ 074 $ 733 $ (1.12) $ 0.26_$ - $ 055 $ 022 $ 236 $ (1.18) $ 215 $ 075 $ 160 $ 038 $ (0.37) $ 0.13 $ 2.22
11 12 $ 834 $ 077 $ 376 $ 234 $ 008 $ - $ 045 $ 021 $ 227 $ 229 $ 145 $ 051 $ 176 $ 037 $ 004 $ 013 $ 1.96
12 12 $ 790 $ 088 $ 387 $ 200 $ 0.08 $ - $ 044 $ 020 $ 220 $ 199 $ 140 $ 049 $ 171 $ 037 $ 003 $ 013 $ 1.92
13 12 $ 750 $ 098 $ 397 $ 173 $ 0.07 $ - $ 042 $ 019 $ 210 $ 174 $ 141 $ 049 $ 161 $ 037 $ 002 $ 013 $ 1.83
14 12 $ 715 $ 107 $ 410 $ 147 $ 0.07 $ - $ 041 $ 018 $ 198 $ 150 $ 137 $ 048 $ 150 $ 037 $ 000 $ 0.13 $ 1.74
15 12 $ 683 $ 113 $ 465 $ 081 $ 0.07 $ - $ 040 $ 017 $ 186 $ 086 $ 133 $ 047 $ 139 $ 037 $ (005 $ 0.13 $ 1.69
16 12 $ 655 $ 116 $ 483 $ 056 $ 006 $ - $ 039 $ 016 $ 170 $ 062 $ 126 $ 044 $ 126 $ 037 $ (0.07) $ 013 $ 157
17 12 $ 627 $ 119 $ 497 $ 026 $ 006 $ - $ 038 $ 016 $ 163 $ 033 $ 126 $ 044 $ 119 $ 036 $ (0.11) $ 0.13 $ 1.53
18 12 $ 600 $ 119 $ 515 $ (0.09) $ 0.06 $ - $ 038 $ 015 $ 154 $ (001) $ 124 $ 043 $ 111 $ 035 $ (0.15) $ 0.12 $ 1.49
19 12 ¢ 572 $ 118 $ 533 $ (044) $ 0.06 $ - $ 037 $ 014 $ 144 $ (036) $ 121 $ 042 $ 102 $ 034 $ (0200 $ 012 $ 1.44
20 12 $ 543 $ 114 $ 546 $ (0.76) $ 0.05 $ - $ 036 $ 014 $ 133 $ (067) $ 117 $ 041 $ 092 $ 033 $ (024 $ 012 $ 1.37
21 12 $ 515 $ 110 $ 547 $ (096) $ 005 $ - $ 034 $ 013 $ 121 $ (087) $ 111 $ 039 $ 083 $ 031 $ (0.26) $ 0.11 $ 1.29
22 12 $ 486 $ 104 $ 547 $ (1.17) $ 0.05 $ - $ 033 $ 012 $ 110 $ (1.09) $ 102 $ 036 $ 074 $ 030 $ (0.29) $ 010 $ 1.23
23 12 $ 456 $ 097 $ 545 $ (1.38) $ 0.04 $ - $ 032 $ 011 $ 099 $ (1.30) $ 091 $ 032 $ 067 $ 028 $ (0.31) $ 010 $ 1.17
24 12 $ 427 $ 089 $ 538 $ (1.57) $ 0.04 $ - $ 030 $ 011 $ 089 $ (1490 $ 082 $ 029 $ 060 $ 026 $ (0.34) $ 009 $ 1.11
25 12 $ 397 $ 080 $ 535 $ (1.80) $ 0.04 $ - $ 029 $ 010 $ 080 $ (1.74) $ 073 $ 026 $ 054 $ 023 $ (0.37) $ 0.08 $ 1.06
26 12 $ 368 $ 070 $ 522 $ (195 $ 0.04 $ - $ 027 $ 009 $ 071 $ (191) $ 066 $ 023 $ 048 $ 021 $ (0.38) $ 0.07 $ 0.99
27 12 $ 338 $ 061 $ 434 $ (1.31) $ 0.03 $ - $ 024 $ 008 $ 060 $ (1.27) $ 056 $ 019 $ 040 $ 019 $ (0.30) $ 0.07 $ 0.83
28 12 ¢ 309 $ 054 $ 404 $ (1.24) $ 0.03 $ - $ 022 $ 008 $ 050 $ (1200 $ 047 $ 016 $ 034 $ 017 $ (0290 $ 0.06 $ 0.74
29 12 $ 281 $ 047 $ 372 $ (1.16) $ 0.03 $ - $ 020 $ 007 $ 042 $ (1.13) $ 039 $ 014 $ 028 $ 0.15 $ (0.28) $ 0.05 $ 0.66
30 12 $ 252 $ 041 $ 339 $ (1.07) $ 0.02 $ - $ 018 $ 006 $ 034 $ (1.05 $ 032 $ 011 $ 023 $ 0.14 $ (2.27) $ 0.05 $ 2.59
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Appendix C
GAAP Results

35 Male Standard Nonsmoker

Risk Classification Male Std NS
Issue Age 35
Premium $9.44
ROI 20.75%
Profit Margin 7.66%
W eighted ROE 23.14%
Federal Income Tax
Benefit Inv Inc on GAAP GAAP
Policy Policy Book Profit Stat Reserve Invinc on Stat Reserve DAC Invinc on Net GAAP Book GAAP Req Earnings Earnings
Year Month Before FIT Increase Reserves Increase Increase Reserve Profit Surplus Before FIT Current Deferred After FIT|
1 12 $ (2.32) $ - $ $ 5.24 $ 9.28 $ (0.13) $ 158 $ 0.37 $ 196 $ (0.58) $ 114 $ 1.40
2 12 $ 6.42 $ - $ - $ 4.47 $ (0.48) $ (0.09) $ 138 $ 034 $ 172 $ 241 % (1.93) $ 1.24
3 12 $ 043 $ 513 $ 0.13 $ 3.92 $ (0.38) $ 0.16 $ 128 $ 0.25 $ 154 $ 051 $ (0.06) $ 1.09
4 12 $ 090 $ 4.17 $ 0.38 $ 352 $ (0.32) $ 0.38 $ 123 % 0.31 $ 153 $ 058 $ (0.15) $ 1.10
5 12 $ 1.05 % 3.68 $ 059 $ 3.23  $ (0.27) $ 0.57 $ 1.21 % 035 $ 155 % 0.57 _ $ (0.15) $ 1.13
6 12 $ 098 $ 354 $ 0.79 $ 3.03 $ (0.25) $ 0.75 $ 121 $ 0.38 $ 160 $ 051 $ (0.08) $ 1.17
7 12 $ 119 $ 3.22 % 097 $ 291 $ (0.23) $ 093 $ 123 $ 0.42 $ 165 $ 054 $ (0.11) $ 1.22
8 12 $ 139 $ 289 $ 1.13 % 2.78 $ (0.21) $ 1.09 $ 125 $ 0.44 $ 169 $ 057 $ (0.13) $ 1.25
9 12 $ 156 $ 261 $ 128 $ 267 $ (0.19) $ 1.25 % 127  $ 0.45 $ 1.72 % 059 $ (0.14) $ 1.28
10 12 $ 172 $ 234 $ 141 % 257 $ (0.18) $ 1.40 $ 1.29 $ 045 $ 174 $ 061 $ (0.16) $ 1.29
11 12 $ 178 % 221 $ 154 % 246 $ (0.24) $ 155 $ 131 % 044 $ 175 % 052 $ (0.06) $ 1.29
12 12 $ 174 % 214 $ 165 $ 235 $ (0.23) $ 169 $ 134 % 043 $ 176 $ 051 $ (0.04) $ 1.29
13 12 $ 167 $ 211 % 1.77  $ 226 $ (0.22) $ 182 $ 136 $ 0.41 $ 1.78 $ 050 $ (0.02) $ 1.30
14 12 $ 158 $ 205 $ 188 $ 210 $ (0.21) $ 195 $ 140 $ 0.41 $ 180 $ 048 $ 0.01 $ 1.31
15 12 $ 148 $ 185 $ 198 $ 177 $ (0.20) $ 207 % 144 3 0.40 $ 184 $ 045 $ 0.06 $ 1.34
16 12 % 134 $ 183 $ 208 $ 159 $ (0.20) $ 217 % 147 % 0.41 $ 188 $ 041 $ 0.10 $ 1.36
17 12 $ 139 $ 163 $ 218 $ 141 % (0.20) $ 226 $ 150 $ 041 $ 191 $ 043 $ 0.09 $ 1.39
18 12 $ 143 $ 143 $ 226 $ 121 $ (0.20) $ 234 % 153 $ 0.42 $ 195 $ 045 $ 0.09 $ 1.41
19 12 $ 146 $ 114 $ 233 % 093 $ (0.19) $ 241 % 156 $ 0.42 $ 198 $ 046 $ 0.08 $ 1.43
20 12 $ 148 % 089 $ 238 $ 0.68 $ (0.19) $ 247 % 158 $ 0.42 $ 2.00 $ 047 % 0.08 $ 1.45
21 12 $ 149 $ 0.61 $ 242 % 040 $ (0.19) $ 250 $ 159 $ 042 $ 201 $ 048 $ 0.08 $ 1.46
22 12 $ 149 $ 031 $ 245 % 0.08 $ (0.19) $ 253 $ 160 $ 0.42 $ 202 $ 048 $ 0.08 $ 1.46
23 12 $ 148 $ (0.00) $ 246 $ (0.24) $ (0.19) $ 254 % 161 $ 042 $ 203 $ 0.47 $ 0.09 $ 1.46
24 12 $ 146 $ (0.36) $ 245 $ (0.62) $ (0.19) $ 252 % 161 $ 0.41 $ 202 $ 0.46 $ 0.11 $ 1.46
25 12 $ 142 $ (0.73) $ 242 % (1.03) $ (0.18) $ 249 % 161 $ 0.40 $ 201 $ 044 3 0.12  $ 1.45
26 12 $ 137 % (1.08) $ 237 % (1.42) $ (0.18) $ 243 % 159 $ 0.39 $ 199 % 043 $ 0.13 $ 1.43
27 12 $ 132 % (1.48) $ 230 $ (1.87) $ (0.18) $ 236 $ 157 $ 0.38 $ 196 $ 041 $ 0.14 $ 1.41
28 12 $ 125 $ (1.84) $ 222 % (2.27) $ (0.18) $ 226 $ 154 % 037 $ 192 $ 039 $ 0.15 $ 1.38
29 12 $ 117 % (2.29) $ 211 % (2.78) $ (0.18) $ 213 % 150 $ 036 $ 187 % 0.37 $ 0.16 $ 1.34
30 12 $ 1.09 $ (2.76) $ 1.97 $ (3.30) $ (0.18) $ 198 $ 146 $ 035 $ 181 $ 0.34 $ 0.17 $ 1.30
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GAAP Results

45 Male Standard Nonsmoker

Risk Classification Male Std NS
Issue Age 45
Premium $13.50
ROI 21.77%
Profit Margin 6.83%
Weighted ROE 25.58%
Federal Income Tax
Benefit Inv Inc on GAAP GAAP|
Policy Policy Book Profit Stat Reserve Invinc on Stat Reserve DAC Invinc on Net GAAP Book GAAP Req Earnings Earnings
Year Month Before FIT Increase Reserves Increase Increase Reserve Profit Surplus Before FIT Current Deferred After FIT|
1 12 $ (3.89) $ - $ $ 6.94 $ 1296 $ (0.18) $ 195 $ 053 $ 248 $ (1.04) $ 172 $ 1.80
2 12 $ 852 $ - $ - $ 590 $ (0.70) $ (0.16) $ 1.76 $ 0.51 $ 227 $ 3.22 % (2.60) $ 1.66
3 12 $ 120 $ 6.18 $ 0.16 $ 514 $ (0.58) $ 0.17 $ 167 $ 0.38 $ 205 $ 0.78 $ (0.19) $ 1.47
4 12 $ 164 $ 493 $ 0.46 $ 4.44 $ (0.50) $ 0.46 $ 163 $ 0.42 $ 2.05 $ 083 $ (0.26) $ 1.48
5 12 $ 177 $ 416 $ 0.70 $ 3.87 % (0.44) $ 071 $ 162 $ 044 $ 2.06 $ 081 $ (0.24) $ 1.49
6 12 $ 1.70 $ 3.73 $ 091 $ 3.40 $ (0.40) $ 093 $ 164 $ 0.46 $ 210 $ 0.73 $ (0.15) $ 1.52
7 12 $ 189 $ 3.22 $ 110 $ 3.10 $ (0.38) $ 112 % 166 $ 047 $ 213 $ 0.74 $ (0.16) $ 1.55
8 12 $ 204 $ 275 $ 126 $ 281 $ (0.35) $ 1.30 $ 167 $ 0.47 $ 214 $ 0.75 $ (0.16) $ 1.56
9 12 $ 217 $ 222 $ 139 $ 244 $ (0.33) $ 146 $ 169 $ 046 $ 214 $ 0.74 $ (0.15) $ 1.55
10 12 $ 226 $ 1.76  $ 150 $ 212 $ (0.30) $ 1.60 $ 169 $ 0.43 $ 213 $ 0.74  $ (0.14) $ 1.53
11 12 $ 228 $ 1.47 % 159 $ 1.80 $ (0.40) $ 1.73 % 1.70 $ 040 $ 210 $ 059 $ 0.01 $ 1.50
12 12 $ 216 $ 121 $ 166 $ 146 $ (0.38) $ 184 $ 171 $ 035 $ 2.06 $ 055 $ 0.05 $ 1.46
13 12 $ 202 $ 099 $ 172 113 % (0.36) $ 193 $ 172 % 031 $ 203 $ 053 $ 0.08 $ 1.43
14 12 $ 186 $ 0.74 $ 177 $ 0.74 $ (0.35) $ 200 $ 173  $ 0.28 $ 201 $ 049 $ 0.11 $ 1.41
15 12 $ 169 $ 0.05 $ 179 $ (0.12) $ (0.34) 8 2.03 % 176 $ 0.25 $ 201 $ 0.46 _ $ 0.16  $ 1.40
16 12 $ 149 $ (0.20) $ 179 $ (0.56) $ (0.34) $ 203 $ 176 $ 0.23 $ 199 $ 041 $ 0.21 $ 1.37
17 12 $ 145 % (0.68) $ 1.76 $ (1.07) $ (0.33) $ 201 $ 175 % 021 $ 197 % 041 $ 0.20 $ 1.35
18 12 $ 140 $ (1.12) $ 172 % (1.54) $ (0.33) $ 196 $ 1.74  $ 0.19 $ 193 $ 042 $ 0.19 $ 1.32
19 12 $ 134 % (1.65) $ 164 $ (2.12) $ (0.33) $ 1.88 $ 171 $ 0.17 $ 189 $ 042 $ 0.18 $ 1.29
20 12 $ 1.27  $ (2.21) $ 154 % (2.71) $ (0.32) $ 177 $ 1.68 $ 0.15 $ 183 $ 042 $ 0.17  $ 1.24
21 12 $ 112 $ 085 $ 150 $ 041 $ (0.32) $ 172 $ 1.46 $ 0.15 $ 160 $ 037 $ 0.14 $ 1.09
22 12 $ 1.10 $ 0.60 $ 154 $ 0.14 $ (0.31) $ 1.75 $ 146 $ 0.15 $ 161 $ 037 $ 0.14 $ 1.10
23 12 $ 1.08 $ 0.37 $ 156 $ (0.11) $ (0.31) $ 1.77 % 1.46 $ 0.15 $ 160 $ 0.36 $ 0.15 $ 1.09
24 12 $ 1.05 $ 0.11 $ 158 $ (0.39) $ (0.30) $ 1.77  $ 145 $ 0.15 $ 159 $ 0.34 $ 0.16 $ 1.09
25 12 $ 1.02 % (0.13) $ 158 $ (0.66) $ (0.30) $ 176 $ 143 % 0.14 $ 157 % 0.33_$ 0.18 $ 1.07
26 12 $ 098 $ (0.41) $ 156 $ (0.95) $ (0.29) $ 1.73 % 141 $ 0.14 $ 155 $ 031 $ 0.18 $ 1.06
27 12 $ 091 $ (0.62) $ 154 % (1.22) $ (0.28) $ 169 $ 138 $ 0.14 $ 152 $ 0.28 $ 0.20 $ 1.03
28 12 $ 0.84 $ (0.89) $ 150 $ (1.53) $ (0.27) $ 163 $ 134 $ 0.14 $ 148 $ 0.26 $ 0.21 $ 1.01
29 12 $ 0.75 $ (1.15) $ 144 % (1.86) $ (0.26) $ 156 $ 130 $ 0.14 $ 144 % 0.23 $ 0.23 $ 0.98
30 12 $ 0.65 $ (1.37) $ 137 $ (2.14) $ (0.26) $ 1.46 $ 1.25 $ 0.14 $ 139 % 0.19 $ 0.25 $ 0.95
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GAAP Results

55 Male Standard Nonsmoker

Risk Classification Male Std NS
Issue Age 55
Premium $18.63
ROI 19.71%
Profit Margin 5.63%
Weighted ROE 22.16%
Federal Income Tax
Benefit Inv Inc on GAAP GAAP)
Policy Policy Book Profit Stat Reserve Invinc on Stat Reserve DAC Invinc on Net GAAP Book  GAAP Req Earnings Earnings|
Year Month Before FIT Increase Reserves Increase Increase Reserve Profit Surplus Before FIT Current Deferred After FIT)|
1 12 3 (7.47) $ - $ - $ 7.18 $ 17.56 $ (0.29) $ 262 $ 0.76 $ 3.38 $ (2.17) $ 3.09 $ 2.46
2 12 $ 961 $ - $ - $ 573 $ (1.09) $ (0.39) $ 240 $ 0.85 $ 3.25 $ 3.70 $ (2.86) $ 2.41
3 12 3 273 $ 522 $ 0.13 $ 452 $ (0.95) $ (0.06) $ 229 $ 0.69 $ 299 $ 131 $ (0.51) $ 2.18
4 12 $ 289 $ 3.72 $ 037 $ 3.38 $ (0.84) $ 021 $ 222 $ 0.69 $ 292 $ 127 % (0.49) $ 2.14
5 12 3 285 $ 254 $ 054 $ 231 $ (0.76) $ 040 $ 218 $ 0.68 $ 286 $ 117 $ (0.41) $ 2.10
6 12 $ 269 $ 162 $ 0.66 $ 134 $ (0.71) $ 054 $ 215 $ 0.66 $ 282 $ 1.06 $ (0.30) $ 2.06
7 12 3 266 $ 087 $ 072 $ 0.67 $ (0.66) $ 0.64 $ 212 $ 0.64 $ 276 $ 099 $ (0.25) $ 2.02
8 12 $ 259 $ 0.23 $ 0.76 $ 0.07 $ (0.62) $ 0.69 $ 2.06 $ 0.61 $ 268 $ 092 $ (0.20) $ 1.95
9 12 3 249 $ (0.47) $ 0.75 $ (0.61) $ (0.58) $ 071 $ 201 $ 057 $ 258 $ 0.84 $ (0.14) $ 1.88
10 12 3 236 $ (1.12) $ 0.71 $ (1.27) $ (0.55) $ 0.69 $ 194 $ 0.53 $ 247 $ 0.75 _$ (0.07) $ 1.79
11 12 3 227 $ 234 $ 0.73 $ 227 $ (0.67) $ 0.74 $ 167 $ 049 $ 216 $ 051 $ 0.08 $ 1.58
12 12 3 220 $ 2.00 $ 0.85 $ 194 $ (0.64) $ 0.89 $ 167 $ 0.45 $ 212 $ 0.49 $ 0.09 $ 1.53
13 12 3 210 $ 173 % 095 $ 163 $ (0.61) $ 1.02 $ 166 $ 041 $ 207 $ 049 $ 0.09 $ 1.49
14 12 3 198 $ 147 % 1.04 $ 130 $ (0.59) $ 1.14  $ 166 $ 0.38 $ 204 $ 0.48 $ 0.10 $ 1.46
15 12 3 1.86  $ 081 $ 1.10 $ 053 $ (0.57) $ 122 $ 168 $ 034 $ 202 $ 047 $ 0.12  $ 1.44
16 12 3 1.70 $ 0.56 $ 114 % 0.17 $ (0.56) $ 1.27  $ 167 $ 032 $ 198 $ 0.44 $ 0.14 $ 1.40
17 12 3 163 $ 0.26 $ 1.16 $ (0.16) $ (0.54) $ 1.30 $ 165 $ 029 $ 194 $ 0.44 $ 0.14 $ 1.37
18 12 3 154 $ (0.09) $ 117 % (0.56) $ (0.53) $ 131 $ 162 $ 0.27 $ 190 $ 0.43 $ 0.13 $ 1.33
19 12 3 144 % (0.44) $ 115 $ (0.96) $ (0.51) $ 1.30 $ 159 $ 0.25 $ 184 $ 042 $ 0.13 $ 1.28
20 12 3 133 $ (0.76) $ 112 % (1.33) $ (0.49) $ 1.26  $ 155 $ 0.23 % 1.78 $ 041 $ 0.13  $ 1.24
21 12 $ 121 $ (0.96) $ 1.08 $ (1.57) $ 0.47) $ 121 $ 149 $ 021 $ 1.70 $ 039 $ 0.13 $ 1.18
22 12 3% 110 $ (1.17) $ 1.02 $ (1.82) $ (0.45) $ 1.14 $ 142 $ 020 $ 162 $ 036 $ 0.14 $ 1.12
23 12 $ 099 $ (1.38) $ 095 $ (2.06) $ (0.43) $ 1.06 $ 135 $ 0.18 $ 154 $ 032 $ 0.15 $ 1.06
24 12 3 089 $ (1.57) $ 087 $ (2.26) $ (0.41) $ 097 $ 127 % 0.17 $ 144 % 0.29 $ 0.16 $ 1.00
25 12 $ 0.80 $ (1.80) $ 0.78 _ $ (2.50) $ (0.38) $ 0.87 _$ 119 % 0.16 _$ 135 $ 026 $ 0.16 _$ 0.93
26 12 3 071 $ (1.95) $ 0.68 $ (2.64) $ (0.36) $ 0.75 $ 110 $ 0.14 $ 124 % 0.23 $ 0.16 $ 0.86
27 12 $ 0.60 $ (1.31) $ 059 $ (1.97) $ (0.34) $ 0.64 $ 0.97 $ 0.13 $ 1.10 $ 019 $ 0.14 $ 0.76
28 12 3 050 $ (1.24) $ 052 $ (1.89) $ (0.31) $ 056 $ 0.88 $ 0.13 $ 1.00 $ 0.16 $ 0.14 $ 0.70
29 12 $ 042 $ (1.16) $ 0.46 $ (1.80) $ (0.29) $ 0.47 $ 0.79 $ 0.12 $ 091 $ 0.14 $ 0.14 $ 0.63
30 12 3 0.34 $ (1.07) $ 0.40 $ (1.70) $ (0.26) $ 0.39 $ 0.70 $ 0.12 $ 0.82 $ 0.11 $ 0.13 $ 0.57
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