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ABSTRACT 
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(52) 
(57) 
A method and system of appraising a life insurance or annuity 
product includes receiving a request for a life insurance or 
annuity product and information about a party requesting the 
life insurance or annuity product; preparing a bid solicitation 
for the life insurance or annuity product based on the request 
and information and transmitting the bid solicitation to a 
plurality of product carriers; a plurality of product carriers 
submitting initial proposals for providing the life insurance or 
annuity product; generating ratings for the initial proposals, 
respectively; and generating appraisals for the initial propos 
als; and informing the product carriers of the decision. 
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Figure 1 

PVAS: Product Value Appraisal System 
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Figure 2 
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Figure 3 

PVAS: Product Value Appraisal System 
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Figure 4 

PVAS: Product Value Appraisal System 
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Figure 5 

PVAS: Product Value Appraisal System 
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Figure 6 

PVAS: Product Value Appraisal System 
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SYSTEM FOR APPARAISING LIFE 
INSURANCE AND ANNUITIES 

BACKGROUND OF THE INVENTION 

[0001] 1. Field of the Invention 
[0002] The present invention relates to an automated sys 
tem for appraising value to consumers of a life insurance or 
annuity product, and more particularly, to a computer-based 
value appraising system. 
[0003] 2. Discussion of the RelatedArt 
[0004] The ?nancial services industry consists of industry 
segments such as insurance and banking. In turn, the insur 
ance industry consists of industry segments such as life insur 
ance, health insurance, and property and casualty insurance. 
[0005] The life insurance industry includes product mar 
kets such as term life insurance, life insurance, variable life 
insurance, annuities, joint products, viatical settlements, 
preneed insurance, and long-term care insurance. Insurance 
carriers sell life insurance products through various distribu 
tion channels such as captive agents, independent agents, 
banks, a?inity groups, and ?nancial planners. 
[0006] The present life insurance product markets for both 
insurance product proposals and in-force insurance products 
are inef?cient. For insurance product proposals, the problem 
stems from: (1) an inadequate exchange of information 
betWeen consumers and insurers during the selling process 
and, (2) the absence of a real-time auction market in Which to 
price life insurance product proposals. Ine?icient product 
markets for in-force insurance products stem from the 
absence of a system for measuring an insurance product’s 
performance While that product is in-force. 
[0007] An inadequate exchange of relevant and available 
information betWeen consumers and insurers during the sell 
ing process is a signi?cant source of product market ine?i 
ciency. Typically, consumers often do not receive relevant and 
available information necessary to make an informed pur 
chase decision. Also, insurers frequently do not receive rel 
evant and available information on the consumer and current 
market pricing necessary to tailor their proposals for optimal 
product performance and pricing. Such inef?cient transmis 
sion of information results in product market inef?ciency. 
Such product market ine?iciency in the insurance industry 
adversely affects consumers and insurance companies. 
[0008] Moreover, many life insurance products have com 
plex features that consumers do not understand. Consumers’ 
lack of insurance product knoWledge opens the door to mis 
leading sales practices such as tWisting, churning, and van 
ishing premiums. Product “gimmickry,” such as lapse basing, 
preys on a consumer’s inability to detect its existence. Recent, 
Widely publiciZed accounts of race-based underwriting indi 
cate that market conduct problems can go undetected for 
years by consumers, insurance company managements, and 
insurance industry regulators. Insurance industry regulators 
have attempted to enforce market conduct standards. Insur 
ance companies have sought to curtail sales abuses. Their 
efforts have not solved the problem. 
[0009] Market conduct problems occur regardless of an 
insurance company’s ?nancial strength. Favorable ?nancial 
ratings are no indication of an insurer’s compliance With 
market conduct standards. Independent rating ?rms evaluate 
an insurer’s claims paying ability. They do not rate the prod 
ucts sold by insurers. The life insurance industry has no 
product rating system that appraises a proposed insurance 
product’s total value to the consumer. 
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[0010] These and other market conduct problems point to 
the need for a system that assists the consumer in appraising 
a proposed insurance product’s value. 
[0011] The absence of a real-time auction market in Which 
to price life insurance product proposals is a source of product 
market inef?ciency. Currently, Whether life insurance prod 
ucts are sold on the Internet or sold of?ine, the products are 
sold in a “?xed-priced” market. Typically, during the sales 
process, consumers and insurers cannot obtain real-time, 
market pricing information for products that are tailored to 
individual consumer needs. Thus, both consumers and insur 
ers are deprived of opportunities to improve pricing before the 
sale closes. Consequently, some insurance products may be 
priced too high. In other cases, product prices may be too loW. 
[0012] Some insurers presently post ?xed pricing informa 
tion for standard products on the Internet, making it easier for 
consumers to compare prices for certain products. The Inter 
net has made available more pricing information to consum 
ers than ever before. HoWever, While price comparisons alloW 
the consumer to seek the loWest price for such ?xed-price 
products, these price comparisons provide no other informa 
tion to alloW for an appraisal of the total value proposition. 
[0013] Similarly, existing policyholders have no means for 
evaluating the performance of their in-force insurance poli 
cies. No system exists in the marketplace for appraising an 
in-force product’s continuing value to the consumer. 
[0014] Moreover, price is only one element in appraising an 
insurance product’s total value proposition. No available sys 
tems provide consumers With information other than price to 
facilitate informed purchase decisions. Consumers need a 
system that appraises the total value proposition of life insur 
ance product proposals. Such a system Would lead to stronger 
product market ef?ciency. 
[0015] In addition, even though present systems alloW for 
price shopping on the Internet by consumers, from the insur 
er’s perspective, such price shopping commoditiZes insur 
ance products. Thus, insurers are forced to compete on price 
alone and cannot differentiate products that provide other 
“non-price” value for consumers. Consequently, the attrac 
tiveness of the industry’s structure declines, competitor 
rivalry increases, Weak product substitutes proliferate, and 
entry barriers become loWer across product markets. These 
structural changes squeeZe margins and erode industry-Wide 
pro?tability. 

SUMMARY OF THE INVENTION 

[0016] Accordingly, the present invention is directed to an 
evaluating system for a life insurance or annuity product that 
substantially obviates one or more of the problems due to 
limitations and disadvantages of the related art. 
[0017] An advantage of the present invention is to provide 
an on-line, real-time system for evaluating a proposed life 
insurance or annuity product. 
[0018] An advantage of the present invention is to provide 
an on-line, real-time system for evaluating an in-force life 
insurance or annuity product. 
[0019] An advantage of the present invention is to provide 
an on-line, real-time system for evaluating a replacement life 
insurance or annuity product. 
[0020] Another advantage of the present invention is to 
provide a system that creates e?icient product markets for the 
bene?t of the life insurance industry and its customers. 
[0021] Another advantage of the present invention is to 
provide a system that enables insurance companies and insur 
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ance distribution channels to better serve their customers and 

to improve industry-Wide pro?tability 
[0022] Another advantage of the present invention is to 
provide a system to improve product pricing by pricing insur 
ance products in an auction-style market. 

[0023] Another advantage of the present invention is to 
provide a system for evaluating the current performance of an 
in-force life insurance or annuity product. 

[0024] Additional features and advantages of the invention 
Will be set forth in the description Which folloWs, and in part 
Will be apparent from the description, or may be learned by 
practice of the invention. The objectives and other advantages 
of the invention Will be realiZed and attained by the structure 
particularly pointed out in the Written description and claims 
hereof as Well as the appended draWings. 

[0025] To achieve these and other advantages and in accor 
dance With the purpose of the present invention, as embodied 
and broadly described, a method of appraising a life insurance 
or annuity product includes the steps of receiving a request for 
a life insurance or annuity product and information about a 
party requesting the product; preparing a bid solicitation for 
the product based on the request and information and trans 
mitting the bid solicitation to a plurality of product carriers; at 
least one of the plurality of product carriers providing a pro 
posal for providing the life insurance or annuity product; 
automatically generating a numerical rating corresponding to 
each proposal and providing the numerical rating to the cor 
responding product carrier; alloWing the plurality of product 
carriers to revise the proposals based on the numerical rating; 
the product carriers providing a ?nal proposal; and generating 
an appraisal for each of the ?nal proposals. 

[0026] It is to be understood that both the foregoing general 
description and the folloWing detailed description are exem 
plary and explanatory and are intended to provide further 
explanation of the invention as claimed. 

BRIEF DESCRIPTION OF THE DRAWINGS 

[0027] The accompanying draWings, Which are included to 
provide a further understanding of the invention and are 
incorporated in and constitute a part of this speci?cation, 
illustrate embodiments of the invention and together With the 
description serve to explain the principles of the invention. 

[0028] 
[0029] FIG. 1 is a block diagram that illustrates a preferred 
embodiment of the present invention. 

[0030] FIG. 2 is a block diagram that illustrates parties 
involved in a business transaction according to the preferred 
embodiment of the present invention. 

[0031] FIG. 3 is a block diagram that illustrates an embodi 
ment of the present invention appraising the continuing value 
proposition to the policyholder of an in-force life insurance 
policy or annuity. 
[0032] FIG. 4 is a block diagram that illustrates an embodi 
ment of the present invention for a policyholder to query a 
product value appraisal system Without the aid of a distribu 
tion channel. 

[0033] FIG. 5 is a block diagram that illustrates an embodi 
ment of the invention appraising the value proposition for 
replacing an in-force life insurance policy or annuity. 

In the draWings: 
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[0034] FIG. 6 is a block diagram that illustrates an embodi 
ment of the present invention for a policyholder to query a 
product value appraisal system for rating an in-force life 
insurance policy or annuity. 

DETAILED DESCRIPTION OF THE PREFERRED 
EMBODIMENTS 

[0035] Reference Will noW be made in detail to the pre 
ferred embodiments of the present invention, examples of 
Which are illustrated in the accompanying draWings. 
[0036] The present invention relates to an evaluating sys 
tem for a life insurance or annuity product under consider 
ation for purchase, the ongoing value of a life insurance or 
annuity product already oWned, or replacing a life insurance 
or annuity product. In addition, either as a separate process or 
in conjunction With this process, the product value appraisal 
system of the present invention enables an on-line, real-time 
auction process for pricing life insurance and annuity prod 
ucts. The present invention provides a system for appraising a 
life insurance or annuity product’s total value proposition to 
the consumer. The product value appraisal system operates 
preferably via the Internet, but may be con?gured to Work 
off-line or via a closed netWork or Intranet. The system is 
con?gured to support all categories of insurance transactions 
including, business-to-business, business-to-consumer, and 
business-to-employee. The system appraises life insurance 
product and annuity proposals as Well as life insurance and 
annuity products that are in-force and replacement product 
proposals. 
[0037] The present invention is applicable to a number of 
?nancial products Within the life insurance industry, as Well 
as annuities. Within the market for life insurance, there are a 
variety of products for Which a system for appraising value is 
most useful. Term life policies provide a death bene?t for a 
limited number of years after Which they expire Without 
value. They may insure the life of one person, or provide 
protection on the lives of tWo people (Joint Term policies). 
Joint Term policies are of tWo types: those that pay the death 
upon the ?rst death to occur and those that pay upon the 
second death during the term. 
[0038] Term products may have non-guaranteed premium 
structures (participating policies that pay dividends or “inde 
terminate premium” plans that feature a guaranteed maxi 
mum premium scale, but provide for the opportunity to pay a 
loWer current premium based on current experience of the 
insurer) or fully guaranteed premiums that never change 
(non-participating plans). Term plans that provide a death 
bene?t that is a constant amount over the term period may be 
reneWable at the end of the term (e.g., Annually ReneWable 
Term, 5-Year ReneWable Term, etc.). A subset of reneWable 
term plans is Reentry Term, Which provides the opportunity 
for a loWer reneWal premium than otherWise available if the 
insured can provide evidence of continuing good health. Non 
reneWable term plans include 20-Year Term and Term to Age 
65. Term plans that provide a death bene?t that decreases over 
the term period are generally non-reneWable and are pur 
chased to insure a speci?c need. Mortgage Protection Term, 
often sold in connection With neW residential home loans is a 
good example. 
[0039] Ordinary life insurance plans are conceptually 
designed to provide death protection for the insured’s entire 
lifetime. Unlike term life, they commonly provide for the 
accumulation of cash values that are available to the insured 
should the policy need to be terminated prior to death. Pre 
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miums for Ordinary Life can be structured to be payable for 
life or some ?nite number of years. Single Premium Life 
forms are even available. All Ordinary Life plans are gener 
ally available in joint life insurance (?rst-to-die) and joint and 
last survivor insurance forms in addition to single life forms. 
In order of decreasing guarantees (increasing risk) to the 
purchaser, these plans fall into the folloWing types: nonpar 
ticipating Whole life, indeterminate premium Whole life, par 
ticipating Whole life, interest sensitive Whole life, universal 
life insurance, variable Whole life and variable universal life. 
[0040] Nonparticipating Whole life provides for guaranteed 
level premiums and a guaranteed death bene?t With fully 
guaranteed cash values. The insurer assumes all risks and the 
purchaser does not participate in experience more favorable 
than the insurer’s guarantees. 
[0041] Indeterminate premium Whole life insurance is a 
version of nonparticipating Whole life insurance With inde 
terminate premiums, Which is discussed above With regard to 
term life insurance. 
[0042] Participating Whole life insurance is similar to non 
participating Whole life, but offers the opportunity to receive 
annual dividends from the insurer if experience is more favor 
able than guarantees. 
[0043] Interest sensitive Whole life insurance is a version of 
nonparticipating Whole life insurance under Which the insurer 
credits excess interest over and above the policy’s guarantee 
to the policy’s cash values as current conditions Warrant. 
[0044] Universal life insurance is a version of nonpartici 
pating Whole life under Which the insurer provides guarantees 
as to maximum charges for expenses and the mortality risk 
and minimum interest rates, but the amount of premium is 
based on current charges and interest rates. Thus, the insured 
is assuming a fair amount of risk With respect to future expe 
rience, primarily concerning interest rates. Considerable ?ex 
ibility is provided for changes in the amount and timing of 
premium payments and the amount of the death bene?t as 
Well the ability to make Withdrawals from the cash values. 
There is consequently no guarantee that the policy Will be in 
effect at the insured’s death if proper adjustments are not 
made in the premium payment pattern. This is a signi?cant 
difference from the four types of Ordinary Life described 
above. 
[0045] Variable Whole life insurance is a form of nonpar 
ticipating Whole life under Which the insured assumes sub 
stantially all of the investment risk, including the risk of 
?uctuations in principal value as Well as the interest rate risk. 
Fixed level premiums are provided, but the death bene?t and 
cash values ?uctuate With the investment performance of the 
mutual funds selected by the insured for investment of the 
premiums. There is a minimum guaranteed death bene?t pay 
able Whenever the insured’s death occurs. 
[0046] Variable universal life insurance is a combination of 
variable Whole life insurance and universal life insurance. 
Variable universal life insurance represents the life product 
type With the feWest traditional insurer guarantees and thus 
the greatest assumption of risk by the insured. In return for 
assuming this risk, the insured has the upside potential of 
receiving a signi?cant better value in favorable economic 
environments than under the other product types. 
[0047] As shoWn in FIG. 1, the product value appraisal 
system of the present invention simultaneously solicits, 
prices, and rates life insurance and annuity policy proposals. 
FIG. 1 illustrates a “business-to-business” transaction. 
[0048] A party seeking a life insurance or annuity product, 
the proposed insured 104, requests a life insurance or annuity 
product through a distribution channel 108 that sells such 
products to consumers, as illustrated by step 1 in FIG. 1. The 
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proposed insured 104 also provides the distribution channel 
1 08 With information necessary for the distribution channel to 
request proposals from carriers Who sell that product type. 
This information includes the risk pro?le of the proposed 
insured 104 for the product. Demographic and risk pro?le 
data include, for example, the proposed insured’s age, sex, 
smoking habits, amount of insurance or annuity bene?t 
desired, the pattern of premium payments and the pattern of 
disbursements desired from the product. 
[0049] Next, the distribution channel 108 transmits to a 
product value appraisal system (“PVAS”) 112 information 
provided by the proposed insured 104, including the demo 
graphic and risk pro?le information as inputs to the product 
value appraisal system 112, as illustrated by step 2 of FIG. 1. 
[0050] Then, the product value appraisal system 112 ini 
tiates bidding and/or invites proposals from interested prod 
uct providers or carriers 116 by sending a proposed opening 
bid or invitation for proposal to a participating insurance 
carrier 116, as illustrated by step 3 of FIG. 1. The opening bid 
provided by the product value appraisal system 112 may 
include an opening price With a minimum product rating. 
[0051] After initiating bidding or inviting proposals, the 
product value appraisal system 112 proceeds in an on-line, 
real-time, iterative process With the insurance carriers 116, as 
illustrated by step 4 of FIG. 1. Upon receipt of a bid or 
proposal from a participating insurance carrier 116, the prod 
uct value appraisal system 112 revieWs each bid or proposal 
and rates the bid or proposal and the pricing of each bid or 
proposal. 
[0052] With each product proposal, the insurance carrier 
Will transmit information about the price and bene?ts of its 
product along With identifying information about itself. This 
data includes data about the product’s proposed bene?ts and 
price on both a guaranteed and illustrated basis, and informa 
tion about the insurance company proposing the product. 
Product data include the proposed premiums to be paid and 
the proposed bene?ts to be provided, both distinguished 
betWeen guaranteed amounts and illustrated amounts that 
depend on assumptions about the future. The insurance com 
pany information includes data that quanti?es the ?nancial 
strength of the insurance company. The product value 
appraisal system 112 Will use appropriate actuarial assump 
tions, such as mortality information speci?c to the end cus 
tomer’s risk pro?le, and traditional actuarial present value 
methodology to determine a numeric rating of the bene?ts 
offered in light of the proposed price, the Product Value For 
Money, as represented in FIG. 1. Numeric ratings Will also be 
assigned to other key scoring drivers: the product’s perfor 
mance under less optimistic assumptions about future interest 
rates and at loWer premium levels (Product Stress Tolerance); 
various company ?nancial information (Management Perfor 
mance); previous interest rates actually credited to the prod 
uct’s values (Historical Credited Rates); various qualitative 
measures of customer service (Customer Service Quality); 
and the ?nancial strength of the product provider (e.g., AM. 
Best Rating). The numeric ratings for these six scoring drivers 
Will then be Weighed to arrive at an overall rating of the 
customer value proposition. 
[0053] In one embodiment, a universal life insurance prod 
uct, the ?rst scoring driver, the product value for money, is 
determined using four metrics. The ?rst and second metrics 
are based on projections of cash ?oW for groups of 1,000 
policyholders. Each year, the system projects the number of 
policyholders dying, Which is based on mortality tables 
appropriate for the gender, smoker status, and rating class of 
the insured, and the number of policyholders surrendering, 
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Which is based on lapse assumptions. Cash in?ows consist of 
the premiums paid by survivors, and cash out?ows consist of 
death and surrender bene?ts paid. The ratio of the present 
value of cash in?oWs to the present value of cash out?oWs is 
the cash-on-cash Internal Rate of Return (IRR). TWo separate 
IRR calculations are made based on tWo different assump 
tions about lapses and surrender rates to provide the ?rst and 
second metrics that make up the product value for money 
scoring driver. 
[0054] The ?rst IRR calculation is made based on lapse and 
surrender rates from the 1995 LIMRA life lapse rate study for 
the age and policy siZe of the client, i.e., empirical lapse and 
surrender rates. The second IRR calculation is made based on 
level lapse and surrender rates. 

[0055] The third metric that factors into the product value 
for money scoring driver is the premium required to achieve 
the illustrated objective, typically the level premium to endoW 
or to mature the policy at age 100. The fourth metric that 
factors into the product value for money scoring driver is an 
index of product ?exibility. The index of product ?exibility 
consists of one point for each of the following features: no 
lapse guarantees, term riders, penalty-free WithdraWals, pre 
ferred loans, refunds of cost-of-insurance (COI) charges, and 
persistency bonuses. 
[0056] The next scoring driver, for the embodiment for 
universal life insurance, product stress tolerance, incorpo 
rates three metrics. The ?rst metric is the ratio of the 20-year 
cash surrender value on mid-point assumptions (halfWay 
betWeen current assumptions and guaranteed assumptions) to 
the 20-year cash surrender value on current assumptions. 
Thus, the ?rst metric measures the percentage drop in policy 
values if interest rates and mortality deteriorate. The second 
metric used in assessing product stress tolerance is the num 
ber of years the policy stays in force at the mid-point assump 
tions. This second metric measures the adequacy of the 
planned premium if interest rates and mortality both deterio 
rate from What Was expected. Finally, the system calculates 
the IRR just as for the product value for money scoring driver, 
but With premiums cut in half after the third year. This third 
metric measures the drop in product performance should the 
policyholder reduce premium payments. 
[0057] In the embodiment for universal life insurance prod 
ucts, Management Performance is measured using the fol 
loWing analytical metrics: (1) Five-year average Return on 
Equity (ROE); (2) ratio of ordinary life expenses to Generally 
Recognized Expense Table expenses (GRET); (3) ?ve-year 
average of annual premium groWth rate in excess of annual 
expense groWth rate (PEGG); (4) ?ve-year asset compound 
annual groWth rate; (5) maximum earnings deviation from 
geometric path; (6) ratio of ordinary life expenses to ordinary 
life premiums; and (7) ratio of ordinary life expenses to 
ordinary life reserves. Information to support these metrics 
may be derived from a carrier’s annual statutory statements, 
or if the company is a subsidiary of a larger life insurer, data 
is taken from the consolidated statutory statement for total 
U.S. operations for the larger insurer. 

[0058] (1) The ROE for each year is net income divided 
by average of beginning and ending capital & surplus for 
the carrier. 

[0059] (2) Generally Recognized Expense Tables 
(GRET) are calculated as folloWs (based on the 1998 
Society of Actuaries factors): $65 per policy for neW 
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business, plus $33 per policy already issued, plus $1.25 
per unit for neW business, plus 72% of neW business 
premiums. 

[0060] (3) Five-year Average Premium GroWth Rate in 
excess of Expense GroWth Rate (PEGG) is the average 
annual difference betWeen the ordinary life premium 
groWth rate and the ordinary life expense groWth rate. 

[0061] (4) Five-year Assets CAGR is the compound 
annualiZed groWth rate for the Assets over the last 5 
years. 

[0062] (5) Maximum earnings deviation from geometric 
path is the maximum absolute difference betWeen the 
net income in each of the previous 5 years and the 
theoretical net income, if net income had groWn at 
exactly the 5-year net income CAGR, divided by theo 
retical net income. 

[0063] (6) & (7) Ordinary Life Expense is equal to line 
22 (General Insurance Expenses), column 3 (Life Insur 
ance) in the Analysis of Operations by Lines of Busi 
ness. Ordinary Life Premium is the sum of lines 1 & 1A 
(Premiums and Deposit-type funds), column 3, in the 
Analysis of Operations by Lines of Business. Reserves 
are the ordinary life reserves gross of reinsurance (Ex 
hibit SA) in the annual statement. 

[0064] The fourth scoring driver for the embodiment for 
universal life insurance products, historical credited rates, is a 
measure of the composite effects of historical rates. As a 
measure of the composite effect of historical rates, this scor 
ing driver calculates the value of $1,000 at the beginning of 
each year accumulated at the historical credited rates for ?ve 
years. 

[0065] The ?fth scoring driver for the embodiment for uni 
versal life insurance products, company service quality, is 
based on appropriate industry-sponsored surveys of carrier 
practices. One such survey is conducted by the Life O?ice 
Management Association (LOMA), an insurance trade asso 
ciation based in Atlanta, Ga. If this survey Were to be used as 
the basis for this scoring driver, four metrics Would emerge. 
The ?rst metric is number of days betWeen application and the 
offer of insurance. This metric captures one of the most often 
cited sources of customer satisfaction or dissatisfaction When 
applying ?rst for a policy. The second metric is telephone 
service, Which is based on a composite score of the folloWing: 
(1) days per Week that customer service is available; (2) 
average number of calls per customer service representative 
per day; (3) number of hours a day that customer service is 
available; and (4) availability of 800 numbers. The third met 
ric is an index of Internet service, consisting of one point for 
each of the folloWing features: (1) availability of a Web page 
for the carrier; (2) availability of speci?c product information 
on the Web page; (3) online quotation availability; (4) online 
application capability; (5) access to customer account infor 
mation and policy values; (6) capability to change customer 
information online (address, bene?ciary, etc.); and (7) appli 
cation status tracking capability. The fourth metric is the 
number of days to complete standard service functions. This 
fourth metric is the average of the days to complete each of the 
folloWing: (1) process a cash loan request; (2) process a cash 
surrender request; (3) pay an uncontested death claim; and (4) 
reply to customer correspondence. 
[0066] The ?nal scoring driver for the embodiment for uni 
versal life insurance products is A.M. Best’s Ratings, Which 
represent the opinion of one rating agency, A. M. Best Com 
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pany, as to the insurer’s ?nancial strength and ability to meet 
ongoing obligations to policyholders. 
[0067] The product value rating, the individual driver 
numeric scores, and the scores for all the metrics are all 
converted to a “normalized” scale betWeen 0 and 5. The 
higher the score, the better the product value. The product 
value rating is the Weighted average of the six driver scores. 
For scoring drivers based on more than one metric, the driver 
score is the Weighted average of the scores for each metric. 
[0068] The Weights re?ect the relative importance of each 
of the scoring drivers in evaluating life insurance and annuity 
products. The Weights for each driver, and for each metric 
Within the drivers, are shoWn in Table A for the embodiment 
for universal life insurance products. 

TABLE A 
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normalized scores are set at 4.4 (88% of 5).A rated companies 
are in the 53rd percentile, so their normalized scores are set at 

2.6, etc. Companies With a rating beloW B+ have their nor 
malized scores set to 0. Companies on revieW for upgrade or 

doWngrade may be adjusted halfWay up or doWn to the next 
normalized score. 

[0071] Thus, the product value appraisal system 112 simul 
taneously solicits, prices, and rates, life insurance policy and 
annuity proposals from insurance carriers. Soliciting, rating 
and pricing life insurance and annuity policy proposals are 
conducted in an iterative process. This process is conducted in 
real-time and preferably continues until optimal product pric 
ing and product ratings have been obtained. 

Weighting Summag 

Driver Metric 

1. Product Value for Money 
IRR - current assumptions, LIMRA lapses 
IRR - current assumptions, level lapses 
Planned Premium to Achieve Objective 
Product Flexibility 

II. Product Stress Tolerance 
Ratio of 20-year CSV for midpoint: current 
assumptions 
Years in force at midpoint assumptions 
IRR - current assumptions With 50% premium 

years 4+ 

111. Management Performance 
5-year Average ROE 
Actual Ordinary Life Expenses/Generally 
Recognized Expense Table 
5-year Average PEGG 
5-year Assets CAGR 
Maximum Eamings Deviation from 
Geometric Path 
Ordinary Life Expenses/Ordinary Life 
Premium 
Ordinary Life Expenses/Ordinary Life 
Reserves 

IV. Historical Credited Rates 
V. Company Service Quality 

Average time to offer 
Telephone service 
Website capabilities 
Response time for standard requests 

VI. Best’s Rating 

Total Weight of Drivers: 

40% 
32.5% 
32.5% 
25% 
10% 

100% 
20% 

60% 

20% 
20% 

100% 
20% 

40% 
20% 

10% 
10% 
10% 

5% 

5% 

100% 
10% 
5% 

60% 
15% 
15% 
10% 

100% 
5% 

100% 

[0069] For each metric Within a scoring driver, a high point 
and a loW point are set. If that metric for any product exceeds 
the high point, that product’s normalized score is set to 5. If 
the metric is beloW the loW point, the normalized score is set 
to 0; if it lies betWeen the high and loW points, the normalized 
score is set by linear interpolation. 
[0070] For Best’s ratings, the normalizing methodology is 
approximated by tabulating 407 companies according to 
Best’s ratings. A++ rated companies’ normalized scores are 
set to 5 . A+ rated companies are in the 88thpercentile, so their 

[0072] The product value appraisal system 112 continues to 
provide feedback to the insurance carriers, including rating 
information and Whether the carrier’s current bid or proposal 
meets the customer’s minimum requirements. The insurance 
carrier can then provide a neW bid or proposal, taking into 
consideration the feedback from the product value appraisal 
system 112. If the insurance carrier believes that its proposal 
is ?nal, e.g., that it cannot submit a more competitive bid, it 
provides a ?nal bid or proposal to the product value appraisal 
system 112. 
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[0073] Insurance carriers transmit their ?nal product pro 
posals to the product value appraisal system 112, as illus 
trated by step 5 of FIG. 1. Proposals received from insurance 
carriers must meet or exceed minimum product ratings estab 
lished at the outset by the product value appraisal system 112. 
The ratings re?ect the product proposal’s total value propo 
sition to the proposed insured. The total value proposition of 
a life insurance or annuity product proposal takes into 
account, among others, the proposed insured’s risk pro?le 
together With such detailed information as the insurance 
product proposal, information on the insurer’s ?nancial 
strength, and information on current market prices. 
[0074] The product value appraisal system 112 transmits or 
outputs rated product proposals to the distribution channel, as 
illustrated by step 6 of FIG. 1. This output includes an 
appraisal of the entire value proposition for the proposed 
insured. The appraisal takes such form as a numerical index, 
an alphabetic grade, or a descriptive phrase such as “supe 
rior,” “above average,” “average,” “beloW-average,” or “unac 
ceptable.” These results are communicated to the proposed 
insured by the distribution channel, as illustrated by step 7 of 
FIG. 1. Appropriate explanatory comments may accompany 
this information. 
[0075] Next, the proposed insured makes a purchase deci 
sion and communicates that decision to the distribution chan 
nel, as illustrated by step 8 of FIG. 1. The proposed insured’s 
purchase decision ?oWs back to the insurance carriers via the 
distribution channel and the product value appraisal system, 
as illustrated by steps 9 and 10 of FIG. 1. 
[0076] FIG. 2 illustrates a more detailed vieW of the parties 
involved in the valuation system. Insurance carriers 216 (Ins. 
Co. A, B, C, D, E, F, represent competing insurance carriers 
available to propose insurance products to meet customer 
requirements according to the present invention. The product 
value appraisal system 212 for soliciting, pricing, and rating 
life insurance and annuity product proposals in a real-time, 
iterative process is shoWn. The product value appraisal sys 
tem 212 may also rate the performance of in-force life insur 
ance policies and annuities and measures the value proposi 
tion of replacing in-force insurance policies and annuities. 
Distribution channels 208 include, among other, aggregators, 
banks, non-bank institutions, bank trusts, insurance agents, 
brokers, ?nancial planners and advisors, funeral homes, place 
of employment, a?inity groups and other carriers. 
[0077] In addition, another embodiment of the present 
invention provides a method of valuing in-force life insurance 
and annuity policies and rates the continuing value proposi 
tion to the policyholder. As shoWn in FIG. 3, the product value 
appraisal system 312 collects, processes and uses available 
information on the insurance policyholder, the in-force 
policy, and the insurance company that issued the in-force 
policy to rate the performance of the in-force policy. 
[0078] Further, if requested by the policyholder, the prod 
uct value appraisal system 312 determines the value propo 
sition involved in replacing the in-force policy. If a valuation 
of a replacement policy is requested, the process proceeds in 
a manner similar to that process described With regard to FIG. 
1. For example, the product value appraisal system 312 solic 
its, auctions and rates replacement life insurance and annuity 
policy proposals to compare their value proposition to that of 
the in-force policy. Second, the product value appraisal sys 
tem 312 calculates Whether replacing the in-force policy 
Would create value for the policyholder, particularly in vieW 
of the existing in-force policy. 
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[0079] As shoWn in FIG. 4, it is possible for an entity 
including a consumer seeking a life insurance or annuity 
product to invoke the product value appraisal system 412 
Without the aid of a distribution channel. As shoWn in step 1 
of FIG. 4, a party seeking such a product, the proposed 
insured, 404 contacts the product value appraisal system 412, 
typically via a Website interface. The proposed insured 404 
provides to the product value appraisal system 412 informa 
tion necessary to request proposals for life insurance or annu 
ity products. This information provided by the proposed 
insured includes demographic information and information 
for developing a risk pro?le of the proposed insured 404 for 
the product to be evaluated. Demographic and risk pro?le 
data may include, for example, the proposed insured’s age, 
sex, smoking habits amount of insurance desired, the pattern 
of premium payments and the pattern of disbursements 
desired from the product. A knoWledgeable proposed insured 
may also provide information about the insurance policy 
sought, including the proposed premiums to be paid and the 
proposed bene?ts to be provided. The proposed insured may 
also include information as to preferred carriers. 

[0080] Then, the product value appraisal system 412 ini 
tiates bidding and/or invites proposals from interested prod 
uct providers or carriers 416 by sending a proposed opening 
bid or invitation for proposal to participating insurance car 
riers 416, as illustrated by step 2 of FIG. 4. The opening bid 
provided by the product value appraisal system 412 may 
include an opening price With a minimum product rating. 

[0081] After initiating bidding or inviting proposals, the 
product appraisal system 412 proceeds in an on-line, real 
time, iterative process With the insurance carriers 416, as 
illustrated by step 3 of FIG. 4. Upon receipt of a bid or 
proposal from a participating insurance carrier 416, the prod 
uct value appraisal system 412 revieWs each bid or proposal 
and rates the bid or proposal and the pricing of each bid or 
proposal. 
[0082] With each product proposal, the carrier 416 Will 
transmit information about the price and bene?ts of its prod 
uct along With identifying information about itself. This data 
includes data about the product’s proposed bene?ts and price 
on both a guaranteed and illustrated basis, and information 
about the insurance company proposing the product. Product 
data include the proposed premiums to be paid and the pro 
posed bene?ts to be provided, both distinguished betWeen 
guaranteed amounts and illustrated amounts that depend on 
assumptions about the future. The insurance company infor 
mation includes data that quanti?es the ?nancial strength of 
the insurance company. The product value appraisal system 
412 Will use appropriate actuarial assumptions, such as mor 
tality information speci?c to the end customer’s risk pro?le, 
and traditional actuarial present value methodology to deter 
mine a numeric rating of the bene?ts offered in light of the 
proposed price (Product Value For Money in FIG. 1). 
Numeric ratings Will also be assigned to the product’s perfor 
mance under less optimistic assumptions about future interest 
rates and at loWer premium levels (Product Stress Tolerance), 
various company ?nancial information (Management Perfor 
mance), previous interest rates actually credited to the prod 
uct’s values (Historical Credited Rates), various qualitative 
measures of customer service (Customer Service Quality) 
and to the ?nancial strength of the product provider (e.g., 
AM. Best Rating). These ratings Will then be Weighted to 
arrive at an overall rating of the customer value proposition. 
Details of these six scoring drivers and the formulas for the 
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product value appraisal system are as described above for the 
embodiment for universal life insurance. 
[0083] Thus, the product value appraisal system 412 simul 
taneously solicits, prices, and rates, life insurance and annuity 
policy proposals from insurance carriers 416. Soliciting, rat 
ing and pricing these life insurance and annuity policy pro 
posals are conducted in an iterative process. This process is 
preferably conducted in real-time and continues until optimal 
product pricing and product ratings have been obtained. 
Although each insurance carrier can make one proposal at a 
time, multiple proposals can also be made by each carrier to 
generate multiple ratings With multiple prices. 
[0084] The product value appraisal system 412 continues to 
provide feedback to the insurance carriers 416, including 
rating information and Whether the carrier’s current bid or 
proposal meets the customer’s minimum requirements. The 
insurance carrier can then provide a neW bid or proposal, 
taking into consideration the feedback from the product value 
appraisal system 412. If the insurance carrier believes that its 
proposal is ?nal, e.g., that it cannot submit a more competitive 
bid, it provides a ?nal bid or proposal to the product value 
appraisal system 412. 
[0085] Insurance carriers 416 transmit their ?nal product 
proposals to the product value appraisal system, as illustrated 
by step 4 of FIG. 4. Proposals received from insurance cani 
ers 416 must meet or exceed minimum product ratings estab 
lished at the outset by the product value appraisal system 412. 
The ratings re?ect the insurance or annuity product propos 
al’s total value proposition to the proposed insured 404. The 
total value proposition of a life insurance or annuity product 
proposal takes into account the proposed insured’s risk pro?le 
together With detailed information about the life insurance or 
annuity product proposal, information on the insurer’s ?nan 
cial strength, and information on current market prices. 
[0086] The product value appraisal system 412 transmits 
rated product proposals to the proposed insured, as illustrated 
by step 5 of FIG. 4. This output includes an appraisal of the 
entire value proposition for the proposed insured 404. The 
appraisal takes such form as a numerical index, an alphabetic 
grade, or a descriptive phrase such as “superior,” “above 
average,” “average,” “beloW-average,” or “unacceptable.” 
Appropriate explanatory comments may accompany this 
information. 
[0087] Next, the proposed insured 404 may make a pur 
chase decision and communicate that decision to the product 
value appraisal system 412, as illustrated by step 6 of FIG. 4. 
The proposed insured’s purchase decision ?oWs back to the 
insurance carriers 416 via the product value appraisal system 
412, as illustrated by step 7 of FIG. 4. 
[0088] FIG. 5 illustrates an embodiment of the invention 
appraising the value proposition for replacing an in-force 
policy. As shoWn in FIG. 5, it is possible for the holder of an 
existing policy to query the policy appraisal system or prod 
uct value appraisal system 512 to appraise the value of the 
in-force policy and also appraise the value proposition for 
replacing the in-force policy. As shoWn in FIG. 5, step 1, the 
policyholder 504 contacts a distribution channel 508 to assist 
in obtaining such appraisal. The distribution channel then 
contacts the product value appraisal system 512, as shoWn in 
step 2. 
[0089] The product value appraisal system 512 then col 
lects, processes and uses available information on the insur 
ance policyholder, the in-force policy, and the insurance com 
pany that issued the in-force policy to rate the performance of 
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the in-force policy. The product value appraisal system 512 
uses appropriate actuarial assumptions, such as mortality 
information speci?c to the end customer’s risk pro?le, and 
traditional actuarial present value methodology to determine 
a numeric rating of the bene?ts offered in light of the price 
(Product Value For Money in FIG. 1). Numeric ratings Will 
also be assigned to the product’s performance under less 
optimistic assumptions about future interest rates and at loWer 
premium levels (Product Stress Tolerance), various company 
?nancial information (Management Performance), previous 
interest rates actually credited to the product’s values (His 
torical Credited Rates), various qualitative measures of cus 
tomer service (Customer Service Quality) and to the ?nancial 
strength of the product provider (e.g., AM. Best Rating). 
These ratings Will then be Weighted to arrive at an overall 
rating of the customer value proposition. Details of these six 
scoring drivers and the formulas for the product value 
appraisal system are as described above for the embodiment 
for universal life insurance products. Information regarding 
the rating and value proposition are transmitted to the poli 
cyholder 504 via the distribution channel 508. 
[0090] The product value appraisal system 512 also con 
ducts a similar appraisal for a proposed replacement policy. If 
requested by the policyholder 504 via the distribution channel 
or by the distribution channel 508, the product value appraisal 
system 512 can solicit life insurance and annuity policy pro 
posals from insurance carriers in the iterative processed 
described With regard to FIG. 1. Similarly, the policyholder 
504 may provide information regarding the replacement 
policy under consideration to the product value appraisal 
system via the distribution channel 508, as illustrated by steps 
5 and 6. 
[0091] Although FIG. 5 illustrates a policyholder invoking 
the product value appraisal system via a distribution channel, 
it is possible for the policyholder to contact the product value 
appraisal system directly to conduct an analysis of an in-force 
policy and appraisal of the value proposition for replacing the 
in-force policy. 
[0092] As shoWn in FIG. 6, it is possible for the holder ofan 
existing policy to query the product value appraisal system to 
value the in-force policy Without the aid of a distribution 
channel. As shoWn in FIG. 6, the policyholder 604 contacts 
the product value appraisal system 612, for example, via a 
Website. The product value appraisal system 612 then col 
lects, processes and uses available information on the insur 
ance policyholder, the in-force policy, and the insurance com 
pany that issued the in-force policy to rate the performance of 
the in-force policy. 
[0093] Further, if requested by the policyholder, the prod 
uct value appraisal system 512 determines the value propo 
sition involved in replacing the in-force policy. If a valuation 
of a replacement policy is requested, the process proceeds in 
a manner similar to that process described With regard to FIG. 
4. For example, the valuation system solicits, auctions and 
rates replacement insurance policy proposals to compare 
their value proposition to that of the in-force policy. Second, 
the invention calculates Whether replacing the in-force policy 
Would create value for the policyholder, particularly in vieW 
of the existing in-force policy. 
[0094] Revenues for use of the product value appraisal 
system are generated from subscription fees from life insur 
ance product or annuity providers for participation in the 
auction process, transaction fees from the providers for the 
processing of bids and appraising the customer value propo 
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sition of proposals submitted, transaction fees from the dis 
tribution channel to receive the output from valuation system, 
and data subscription fees from the product providers to 
access the market intelligence data that Will accumulate over 
time. Moreover, the valuation system may be provided as 
value-added services to the distribution channels, or to con 
sumers directly, Who pay a fee to use the service. 
[0095] An example of the valuation system of the present 
invention is provided. John Consumer is reviewing his estate 
plan With his personal, fee-based ?nancial advisor. The advi 
sor recommends the purchase of an additional $250,000 of 
life insurance in an irrevocable trust to replace assets trans 
ferred to a Charitable Remainder Trust. Because it is not 
knoWn When Mr. Consumer Will die, a permanent (as opposed 
to term) form of insurance is recommended. Following some 
discussions of the various forms of permanent coverage, it is 
agreed to seek the best available life product to ?ll the need. 
[0096] The ?nancial advisor then goes on-line to the Web 
site Which places the ?nancial advisor in contact With the 
product value appraisal system and commences a search for 
the best value for his client using the value appraisal system. 
In this example, the distribution channel is the ?nancial advi 
sor. As the distribution channel, the ?nancial advisor, in 
response to prompts by the Web site interface, enters the 
folloWing information Which is transmitted to the product 
value appraisal system: (1) risk pro?le data about John Con 
sumer including, inter alia, his present age (45), sex (male), 
and smoking status (non-smoker); (2) the purpose of the 
proposed insurance (asset replacement to preserve his estate); 
(3) the desired pattern of premium payments (for life); (4) the 
disbursements desired from the policy (none prior to payment 
of the death bene?t); and (5) face amount and type of product 
for Which proposals are desired ($250,000 of life insurance). 
[0097] The Website receives the information and invokes 
the product value appraisal system, Which opens an on-line, 
real-time proposal solicitation process for interested carriers. 
These proposals include, inter alia, policy illustrations shoW 
ing the target premiums, guaranteed and illustrated bene?ts 
and cash values at select points in the future, and identifying 
information about the proposing carrier. Proposals are 
received from four carriers (A, B, C, and D). The product 
value appraisal system conducts an overall appraisal of the 
proposals received. 
[0098] Product Value for Money 
[0099] The cash How Was projected for the group of poli 
cyholders, using an industry mortality rate for nonsmokers of 
this policy siZe, and lapses (a) according to the LIMRA tables, 
as shoWn in Table B and (b) 5%, as shoWn in Tables C1-C4. 

TABLE B 

Product Value for Money 
Mortali? and LIMRA Lapse rates per 1,000 

Mortality Lapse 
Age Duration Rate Rate 

45 1 0.40 59 
46 2 0.59 69 
47 3 0.78 51 
48 4 0.98 65 
49 5 1.24 57 
50 6 1.60 29 
51 7 2.02 42 
52 8 2.49 42 
53 9 2.94 42 
54 10 3 .44 42 
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TABLE B-continued 

Product Value for Money 
Mortality and LIMRA Lapse rates per 1 000 

Mortality Lapse 
Age Duration Rate Rate 

55 11 3.85 42 
56 12 4.46 42 
57 13 5.17 42 
58 14 5.63 42 
59 15 6.18 42 
60 16 7.13 42 
61 17 8.07 42 
62 18 9.10 42 
63 19 10.26 42 
64 20 11.35 42 
65 21 12.53 42 
66 22 13.67 42 
67 23 14.81 42 
68 24 15.85 42 
69 25 16.96 42 
70 26 21.03 42 
71 27 22.98 42 
72 28 25.18 42 
73 29 27.60 42 
74 30 30.27 42 
75 31 33.01 42 
76 32 36.25 42 
77 33 40.15 42 
78 34 44.46 42 
79 35 49.29 42 
80 36 54.43 42 
81 37 59.90 42 
82 38 65.32 42 
83 39 70.91 42 
84 40 77.59 42 
85 41 85.53 42 
86 42 95.14 42 
87 43 105.23 42 
88 44 115.29 42 
89 45 124.98 42 
90 46 134.61 42 
91 47 146.21 42 
92 48 159.13 42 
93 49 175.52 42 
94 50 192.61 42 
95 51 207.65 42 
96 52 219.62 42 
97 53 224.00 42 
98 54 230.49 42 
99 55 238.19 761.81 

Note: 
Lapse rate at age 99 is to ensure that all policyholders lapse. 

In each year, the cash How is: 
[0100] Premiums for lives in force at the beginning of the 
year, less 
[0101] Expected deaths in the year multiplied by the Face 
Amount, less 
[0102] Expected surrenders in the year multiplied by the 
Cash Surrender Value. 
[0103] Internal rates of return are then calculated. A com 
mercial softWare product, such as Microsoft Excel, Which has 
an IRR function, may be used for each product based on the 
cash ?oWs. Using the LIMRA lapse assumptions, for 
example, Company D the highest IRR at 6.616%, and Com 
pany A has the loWest IRR at 5.073%. The high point is set at 
6.5% and the loW point at 4.5%. Company D, being above the 
high point, receives a normalized score of 5. Company A, by 
interpolation, receives a normalized score of 1.4325, rounded 
to 1.4. A similar process is used for the ?at 5% lapse assump 
tion. The IR calculations for each of the Companies A, B, C, 
and D are shoWn in Tables C1-C4. 
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TABLE Cl 

Product Value for Money — Calculation of IRR — LIMRA Lapses 
CornpanvA 

Age Duration PrerniuIn AV CSV DB Cash FloW IRR 

45 1 2,125 526 0 250,000 2,027.14 5.073% 
46 2 2,125 2,002 0 250,000 1,864.09 
47 3 2,125 3,566 0 250,000 1,693.07 
48 4 2,125 5,223 0 250,000 1,565.67 
49 5 2,125 6,959 567 250,000 1,388.14 
50 6 2,125 8,827 2,751 250,000 1,205.97 
51 7 2,125 10,813 5,064 250,000 1,003.19 
52 8 2,125 12,894 7,483 250,000 812.31 
53 9 2,125 15,098 10,037 250,000 635.74 
54 10 2,125 17,426 12,732 250,000 463.23 
55 11 2,125 19,850 16,396 250,000 291.96 
56 12 2,125 22,296 19,944 250,000 111.58 
57 13 2,125 24,852 23,446 250,000 (65.26) 
58 14 2,125 27,524 26,908 250,000 (193.46) 
59 15 2,125 30,338 30,338 250,000 (319.55) 
60 16 2,125 33,278 33,278 250,000 (469.45) 
61 17 2,125 36,352 36,352 250,000 (603.74) 
62 18 2,125 39,560 39,560 250,000 (734.97) 
63 19 2,125 42,908 42,908 250,000 (865.03) 
64 20 2,125 46,398 46,398 250,000 (974.62) 
65 21 2,125 50,054 50,054 250,000 (1,079.20) 
66 22 2,125 53,858 53,858 250,000 (1,167.40) 
67 23 2,125 57,809 57,809 250,000 (1,243.07) 
68 24 2,125 61,906 61,906 250,000 (1,299.40) 
69 25 2,125 66,140 66,140 250,000 (1,350.62) 
70 26 2,125 70,502 70,502 250,000 (1,582.22) 
71 27 2,125 74,977 74,977 250,000 (1,647.34) 
72 28 2,125 79,545 79,545 250,000 (1,708.99) 
73 29 2,125 84,179 84,179 250,000 (1,763.59) 
74 30 2,125 88,573 88,573 250,000 (1,808.46) 
75 31 2,125 93,055 93,055 250,000 (1,837.56) 
76 32 2,125 97,548 97,548 250,000 (1,868.36) 
77 33 2,125 102,043 102,043 250,000 (1,902.89) 
78 34 2,125 106,540 16,540 250,000 (1,384.83) 
79 35 2,125 111,037 111,037 250,000 (1,942.39) 
80 36 2,125 115,538 115,538 250,000 (1,939.12) 
81 37 2,125 120,047 120,047 250,000 (1,918.18) 
82 38 2,125 124,572 124,572 250,000 (1,870.75) 
83 39 2,125 129,126 129,126 250,000 (1,805.84) 
84 40 2,125 133,719 133,719 250,000 (1,742.95) 
85 41 2,125 138,369 138,369 250,000 (1,679.76) 
86 42 2,125 143,094 143,094 250,000 (1,616.67) 
87 43 2,125 147,917 147,917 250,000 (1,531.49) 
88 44 2,125 152,871 152,871 250,000 (1,422.26) 
89 45 2,125 158,001 158,001 250,000 (1,293.41) 
90 46 2,125 163,372 163,372 250,000 (1,156.21) 
91 47 2,125 169,070 169,070 250,000 (1,029.28) 
92 48 2,125 175,208 175,208 250,000 (905.19) 
93 49 2,125 181,934 181,934 250,000 (792.92) 
94 50 2,125 188,913 188,913 250,000 (677.31) 
95 51 2,125 197,239 197,239 250,000 (557.51) 
96 52 2,125 207,171 207,171 250,000 (442.56) 
97 53 2,125 219,020 219,020 250,000 (335.01) 
98 54 2,125 233,154 233,154 250,000 (254.31) 
99 55 2,125 250,016 250,016 250,016 (595.21) 

TABLE C2 

Product Value for Money — Calculation of IRR — LIMRA Lapses 
Company B 

Age Duration PrerniuIn AV CSV DB Cash FloW IRR 

45 1 1,953 909 0 250,000 1,855.14 6.185% 
46 2 1,953 2,409 0 250,000 1,702.31 
47 3 1,953 3,972 0 250,000 1,542.54 
48 4 1,953 5,638 663 250,000 1,387.20 
49 5 1,953 7,434 2,911 250,000 1,151.34 
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TABLE C2-c0ntinued 

10 

Product Value for Money — Calculation of IRR — LIMRA Lapses 
Company B 

Age Duration PrerniuIn AV CSV DB Cash FloW IRR 

50 6 1,953 9,465 5,394 250,000 1,024.52 
51 7 1,953 11,611 7,992 250,000 794.56 
52 8 1,953 13,879 10,713 250,000 604.31 
53 9 1,953 16,275 13,561 250,000 429.05 
54 10 1,953 18,803 16,541 250,000 258.47 
55 11 1,953 21,446 19,637 250,000 110.56 
56 12 1,953 24,203 22,847 250,000 (53.52) 
57 13 1,953 27,068 26,164 250,000 (218.51) 
58 14 1,953 30,045 29,593 250,000 (338.77) 
59 15 1,953 33,139 33,139 250,000 (460.29) 
60 16 1,953 36,357 36,537 250,000 (612.25) 
61 17 1,953 39,699 39,699 250,000 (741.12) 
62 18 1,953 43,164 43,164 250,000 (869.93) 
63 19 1,953 46,756 46,756 250,000 (997.11) 
64 20 1,953 50,474 50,474 250,000 (1,103.34) 
65 21 1,953 54,284 54,284 250,000 (1,203.31) 
66 22 1,953 58,225 58,225 250,000 (1,286.63) 
67 23 1,953 62,293 62,293 250,000 (1,357.18) 
68 24 1,953 66,487 66,487 250,000 (1,408.21) 
69 25 1,953 70,804 70,804 250,000 (1,454.08) 
70 26 1,953 75,241 75,241 250,000 (1,680.31) 
71 27 1,953 79,781 79,781 250,000 (1,739.86) 
72 28 1,953 84,421 84,421 250,000 (1,796.15) 
73 29 1,953 89,158 89,158 250,000 (1,845.76) 
74 30 1,953 93,985 93,985 250,000 (1,888.48) 
75 31 1,953 98,880 98,880 250,000 (1,914.94) 
76 32 1,953 103,828 103,828 250,000 (1,943.12) 
77 33 1,953 108,814 108,814 250,000 (1,974.94) 
78 34 1,953 113,823 113,823 250,000 (1,996.37) 
79 35 1,953 118,843 118,843 250,000 (2,008.32) 
80 36 1,953 123,863 123,863 250,000 (2,001.52) 
81 37 1,953 128,878 128,878 250,000 (1,976.72) 
82 38 1,953 133,890 133,890 250,000 (1,925.18) 
83 39 1,953 138,900 138,900 250,000 (1,855.96) 
84 40 1,953 143,895 143,895 250,000 (1,788.58) 
85 41 1,953 148,866 148,866 250,000 (1,720.70) 
86 42 1,953 153,818 153,818 250,000 (1,652.81) 
87 43 1,953 158,755 158,755 250,000 (1,562.79) 
88 44 1,953 163,689 163,689 250,000 (1,448.82) 
89 45 1,953 168,654 168,654 250,000 (1,315.47) 
90 46 1,953 173,705 173,705 250,000 (1,174.12) 
91 47 1,953 178,990 178,990 250,000 (1,043.56) 
92 48 1,953 184,626 184,626 250,000 (916.32) 
93 49 1,953 190,769 190,769 250,000 (801.38) 
94 50 1,953 197,629 197,629 250,000 (683.83) 
95 51 1,953 204,973 204,973 250,000 (562.11) 
96 52 1,953 213,158 213,158 250,000 (445.51) 
97 53 1,953 222,747 222,747 250,000 (336.72) 
98 54 1,953 234,628 234,628 250,000 (255.23) 
99 55 1,953 250,248 250,248 250,048 (596.19) 

TABLE C3 

Product Value for Money — Calculation of IRR — LIMRA Lapses 
Company C 

Age Duration PrerniuIn AV CSV DB Cash FloW IRR 

45 1 2,048 1,044 0 250,000 1,950.14 5.182% 
46 2 2,048 2,589 0 250,000 1,791.66 
47 3 2,048 4,174 0 250,000 1,625.68 
48 4 2,048 5,823 0 250,000 1,501.78 
49 5 2,048 7,551 1,227 250,000 1,299.32 
50 6 2,048 9,369 3,045 250,000 1,143.55 
51 7 2,048 11,288 4,963 250,000 951.70 
52 8 2,048 13,313 6,988 250,000 774.27 
53 9 2,048 15,446 9,122 250,000 610.78 
54 10 2,048 17,688 11,364 250,000 451.10 
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Product Value for Money — Calculation of IRR — LIMRA Lapses 
Company C 

Age Duration PrerniuIn AV CSV DB Cash FloW IRR 

55 11 2,048 20,031 14,339 250,000 297.40 
56 12 2,048 22,451 17,391 250,000 128.44 
57 13 2,048 24,934 20,507 250,000 (40.53) 
58 14 2,048 27,484 23,689 250,000 (163.93) 
59 15 2,048 30,102 26,939 250,000 (287.78) 
60 16 2,048 32,752 30,222 250,000 (445.88) 
61 17 2,048 35,494 33,596 250,000 (586.89) 
62 18 2,048 38,330 37,065 250,000 (723.54) 
63 19 2,048 41,265 40,633 250,000 (857.86) 
64 20 2,048 44,303 44,303 250,000 (970.67) 
65 21 2,048 47,421 47,421 250,000 (1,067.49) 
66 22 2,048 50,616 50,616 250,000 (1,147.79) 
67 23 2,048 53,904 53,904 250,000 (1,215.79) 
68 24 2,048 57,293 57,293 250,000 (1,264.85) 
69 25 2,048 60,782 60,782 250,000 (1,309.34) 
70 26 2,048 64,369 64,369 250,000 (1,534.93) 
71 27 2,048 68,055 68,055 250,000 (1,594.93) 
72 28 2,048 71,843 71,843 250,000 (1,652.53) 
73 29 2,048 75,734 75,734 250,000 (1,704.32) 
74 30 2,048 79,724 79,724 250,000 (1,750.03) 
75 31 2,048 83,809 83,809 250,000 (1,780.38) 
76 32 2,048 87,983 87,983 250,000 (1,813.30) 
77 33 2,048 92,240 92,240 250,000 (1,850.69) 
78 34 2,048 96,575 96,575 250,000 (1,878.47) 
79 35 2,048 100,987 100,987 250,000 (1,897.52) 
80 36 2,048 105,476 105476 250,000 (1,898.42) 
81 37 2,048 110,047 110,047 250,000 (1,881.81) 
82 38 2,048 114,711 114,711 250,000 (1,838.75) 
83 39 2,048 119,482 119,482 250,000 (1,778.16) 
84 40 2,048 124,363 124,363 250,000 (1,719.41) 
85 41 2,048 129,360 129,360 250,000 (1,660.10) 
86 42 2,048 134,488 134,488 250,000 (1,600.60) 
87 43 2,048 139,768 139,768 250,000 (1,518.66) 
88 44 2,048 145,231 145,231 250,000 (1,412.29) 
89 45 2,048 150,929 150,929 250,000 (1,285.90) 
90 46 2,048 156,935 156,935 250,000 (1,150.76) 
91 47 2,048 163,342 163,342 250,000 (1,025.55) 
92 48 2,048 170,263 170,263 250,000 (902.82) 
93 49 2,048 177,843 177,843 250,000 (791.59) 
94 50 2,048 186,264 186,264 250,000 (677.00) 
95 51 2,048 195,758 195,758 250,000 (557.72) 
96 52 2,048 206,617 206,617 250,000 (442.98) 
97 53 2,048 219,221 219,221 250,000 (335.47) 
98 54 2,048 234,056 234,056 250,000 (254.76) 
99 55 2,048 251,745 251,745 251,745 (599.60) 

TABLE C4 

Product Value for Money —— Calculation of IR — LIMRA Lapses 

Comnanv D 

Age Duration PrerniuIn AV CSV DB Cash FloW IRR 

45 1 1,648 1,387 i 250,000 1,550.14 6.616% 
46 2 1,648 2,800 i 250,000 1,415.43 
47 3 1,648 4,242 i 250,000 1,275.62 
48 4 1,648 5,717 i 250,000 1,169.85 
49 5 1,648 7,255 523 250,000 1,020.37 
50 6 1,648 8,833 2,435 250,000 864.48 
51 7 1,648 10,482 4,430 250,000 684.49 
52 8 1,648 12,180 6,487 250,000 517.91 
53 9 1,648 13,929 8,609 250,000 366.15 
54 10 1,648 15,705 10,772 250,000 219.51 
55 11 1,648 17,453 12,923 250,000 96.68 
56 12 1,648 19,174 15,062 250,000 (41.58) 
57 13 1,648 21,011 17,333 250,000 (183.69) 
58 14 1,648 22,969 19,744 250,000 (283.86) 
59 15 1,648 25,058 22,308 250,000 (388.04) 
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Product Value for Money —— Calculation of IRR — LIMRA Lapses 
Company D 

Age Duration PrerniuIn AV CSV DB Cash FloW IRR 

60 16 1,648 27,287 25,032 250,000 (530.53) 
61 17 1,648 29,664 27,932 250,000 (658.69) 
62 18 1,648 32,200 31,012 250,000 (785.00) 
63 19 1,648 34,905 34,295 250,000 (911.51) 
64 20 1,648 37,790 37,790 250,000 (1,018.82) 
65 21 1,648 40,816 40,816 250,000 (1,111.76) 
66 22 1,648 43,943 43,943 250,000 (1,188.75) 
67 23 1,648 47,230 47,230 250,000 (1,254.51) 
68 24 1,648 50,616 50,616 250,000 (1,301.37) 
69 25 1,648 54,111 54,111 250,000 (1,343.86) 
70 26 1,648 57,657 57,657 250,000 (1,567.12) 
71 27 1,648 61,286 61,286 250,000 (1,624.57) 
72 28 1,648 65,034 65,034 250,000 (1,679.92) 
73 29 1,648 68,893 68,893 250,000 (1,729.66) 
74 30 1,648 72,878 72,878 250,000 (1,773.65) 
75 31 1,648 76,961 76,961 250,000 (1,802.34) 
76 32 1,648 81,159 81,159 250,000 (1,833.87) 
77 33 1,648 85,490 85,490 250,000 (1,870.23) 
78 34 1,648 89,913 89,913 250,000 (1,897.03) 
79 35 1,648 94,450 94,450 250,000 (1,915.25) 
80 36 1,648 99,103 99,103 250,000 (1,915.43) 
81 37 1,648 103,843 103,843 250,000 (1,898.02) 
82 38 1,648 108,731 108,731 250,000 (1,854.28) 
83 39 1,648 113,745 113,745 250,000 (1,792.95) 
84 40 1,648 118,901 118,901 250,000 (1,733.46) 
85 41 1,648 124,220 124,220 250,000 (1,673.43) 
86 42 1,648 129,756 129,756 250,000 (1,613.27) 
87 43 1,648 135,527 135,527 250,000 (1,530.66) 
88 44 1,648 141,585 141,585 250,000 (1,423.60) 
89 45 1,648 147,976 147,976 250,000 (1,296.48) 
90 46 1,648 154,755 154,755 250,000 (1,160.54) 
91 47 1,648 161,991 161,991 250,000 (1,034.44) 
92 48 1,648 169,755 169,755 250,000 (910.71) 
93 49 1,648 178,135 178,135 250,000 (798.41) 
94 50 1,648 187,254 187,254 250,000 (682.68) 
95 51 1,648 197,236 197,236 250,000 (562.25) 
96 52 1,648 208,253 208,253 250,000 (446.42) 
97 53 1,648 220,519 220,519 250,000 (337.94) 
98 54 1,648 234,314 234,314 250,000 (256.41) 
99 55 1,648 250,002 250,002 250,002 (596.58) 

[0104] Calculation of RR based on a level lapse rate are 
shown in Tables D1 -D4. 

TABLE D1 

Product Value for Money —— Calculation of IRR — Level Lapses 
CornpanvA 

Age Duration PrerniuIn AV CSV DB Cash FloW IRR 

45 1 2,125 526 0 250,000 2,026.69 4.806% 
46 2 2,125 2,002 0 250,000 1,880.59 
47 3 2,125 3,566 0 250,000 1,744.08 
48 4 2,125 5,223 0 250,000 1,613.06 
49 5 2,125 6,959 567 250,000 1,456.88 
50 6 2,125 8,827 2,751 250,000 1,231.80 
51 7 2,125 10,813 5,064 250,000 1,007.95 
52 8 2,125 12,894 7,483 250,000 792.20 
53 9 2,125 15,098 10,037 250,000 594.93 
54 10 2,125 17,426 12,732 250,000 405.41 
55 1 2,125 19,850 16,396 250,000 216.78 
56 12 2,125 22,296 19,944 250,000 24.34 
57 13 2,125 24,852 23,446 250,000 (159.84) 
58 14 2,125 27,524 26,908 250,000 (292.34) 
59 15 2,125 30,338 30,338 250,000 (419.27) 
60 16 2,125 33,278 33,278 250,000 (563.88) 
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Product Value for Money —— Calculation of IRR — Level Lapses 
CornpanvA 

Age Duration PrerniuIn AV CSV DB Cash FloW IRR 

61 17 2,125 36,352 36,352 250,000 (690.84) 
62 18 2,125 39,560 39,560 250,000 (812.29) 
63 19 2,125 42,908 42,908 250,000 (930.11) 
64 20 2,125 46,398 46,398 250,000 (1,026.55) 
65 21 2,125 50,054 50,054 250,000 (1,116.30) 
66 22 2,125 53,858 53,858 250,000 (1,189.14) 
67 23 2,125 57,809 57,809 250,000 (1,248.93) 
68 24 2,125 61,906 61,906 250,000 (1,289.93) 
69 25 2,125 66,140 66,140 250,000 (1,325.16) 
70 26 2,125 70,502 70,502 250,000 (1,517.01) 
71 27 2,125 74,977 74,977 250,000 (1,560.13) 
72 28 2,125 79,545 79,545 250,000 (1,598.79) 
73 29 2,125 84,179 84,179 250,000 (1,629.99) 
74 30 2,125 88,573 88,573 250,000 (1,651.26) 
75 31 2,125 93,055 93,055 250,000 (1,658.30) 
76 32 2,125 97,548 97,548 250,000 (1,665.94) 
77 33 2,125 102,043 102,043 250,000 (1,675.80) 
78 34 2,125 106,540 16,540 250,000 (1,146.61) 
79 35 2,125 111,037 111,037 250,000 (1,669.07) 
80 36 2,125 115,538 115,538 250,000 (1,646.39) 
81 37 2,125 120,047 120,047 250,000 (1,609.52) 
82 38 2,125 124,572 124,572 250,000 (1,551.99) 
83 39 2,125 129,126 129,126 250,000 (1,481.50) 
84 40 2,125 133,719 133,719 250,000 (1,413.59) 
85 41 2,125 138,369 138,369 250,000 (1,346.42) 
86 42 2,125 143,094 143,094 250,000 (1,280.33) 
87 43 2,125 147,917 147,917 250,000 (1,198.61) 
88 44 2,125 152,871 152,871 250,000 (1,100.39) 
89 45 2,125 158,001 158,001 250,000 (989.56) 
90 46 2,125 163,372 163,372 250,000 (874.88) 
91 47 2,125 169,070 169,070 250,000 (770.06) 
92 48 2,125 175,208 175,208 250,000 (669.52) 
93 49 2,125 181,934 181,934 250,000 (579.56) 
94 50 2,125 188,913 188,913 250,000 (489.22) 
95 51 2,125 197,239 197,239 250,000 (398.10) 
96 52 2,125 207,171 207,171 250,000 (312.54) 
97 53 2,125 219,020 219,020 250,000 (234.19) 
98 54 2,125 233,154 233,154 250,000 (175.96) 
99 55 2,125 250,016 250,016 250,016 (398.31) 

TABLE D2 

Product Value for Money —— Calculation of IRR — Level Lapses 
Company B 

Age Duration PrerniuIn AV CSV DB Cash FloW IRR 

45 1 1,953 909 0 250,000 1,854.69 6.034% 
46 2 1,953 2,409 0 250,000 1,717.26 
47 3 1,953 3,972 0 250,000 1,589.02 
48 4 1,953 5,638 663 250,000 1,437.51 
49 5 1,953 7,434 2,911 250,000 1,222.06 
50 6 1,953 9,465 5,394 250,000 997.53 
51 7 1,953 11,611 7,992 250,000 775.38 
52 8 1,953 13,879 10,713 250,000 561.31 
53 9 1,953 16,275 13,561 250,000 366.54 
54 10 1,953 18,803 16,541 250,000 180.30 
55 11 1,953 21,446 19,637 250,000 20.41 
56 12 1,953 24,203 22,847 250,000 (152.05) 
57 13 1,953 27,068 26,164 250,000 (321.74) 
58 14 1,953 30,045 29,593 250,000 (444.47) 
59 15 1,953 33,139 33,139 250,000 (565.64) 
60 16 1,953 36,357 36,537 250,000 (712.11) 
61 17 1,953 39,699 39,699 250,000 (832.40) 
62 18 1,953 43,164 43,164 250,000 (950.64) 
63 19 1,953 46,756 46,756 250,000 (1,064.74) 
64 20 1,953 50,474 50,474 250,000 (1,156.97) 
65 21 1,953 54,284 54,284 250,000 (1,241.18) 
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