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How much life insurance
do you need?

Mustrations by Barbara Stsadman

ife insurance isn’t fun to buy.
You can't wear it, eat it, or
decorate your house with it,
It doesn’t bring the same
pleasure as a new dress, fine chocolates,
or Japanese prints on the wall. Buying life
insurance is actually a bit painful. It forces
you to think about your own death, a sub-
ject you might prefer not to confront.

Insurance people like to say that life
insurance is “’sold, not bought.” Unfortu-
nately, that’s usually true. Many people
who need life insurance are passive about
it. They put off the decision until they
meet an agent who sells them some kind
of policy. But all too often, it's a policy that
provides too little coverage at too high a
premium.

- Who needs life insurance? .

There's a single, overriding reason to
buy life insurance: to provide an income
for your dependents. One can put life
insurance to other uses as well—to serye
as an investment, for example, or to
defray estate taxes. But for most people,
those reasons pale beside the need for
insurance as a financial replacement for
the breadwinner should he or she die
tomorrow. :
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Families with young children almost
always need a lot of insurance. Young chil-
dren can’t support themselves. The
younger the children, the more years
they’ll need to be supported—and the
more life insurance you need.

Historically, companies have *sold life
insurance as a man's product, In the tradi-
tional family, the husband worked while
his wife stayed home with the children.

The breadwinner bought the life insur-
ance. Conventional wisdom had it that
women didn’t need insurance, since they
had no incomes to replace. If women car-
ried any insurance at all, it was usually
only a small amount.

But today most wives are wage-earm-
ers. Almost half of all women with a child
under one year old are in the workforce,
either as the sole breadwinner or as one
provider in a two-income family. Those
women need insurance.

Couples without children may or may
not need life insurance. The test is
whether your mate would suffer firancial
hardship if you died tomorrow. If he or she
can eamn a reasonable living without you,
you probably don’t need insurance. But if
your mate depends on your income, then
by all means consider buying insurance to
provide an income after you're gone,

Children generally don't need life insur-
ance, since they have no incomes to
replace and their parents normally don’t
count on them for support. Yet some
agents have convinced parents to buy
insurance on the kids anyway. In 1984,
according to the American Council of Life
Insurance, the median amount of life-
insurance coverage on children was
$5000. Money spent on children’s policies
would be better spent to beef up coverage
on the breadwinners.

Do single people need insurance? If
you're a single parent, oz a single person
supporting an aged parent who would suf-
fer financial distress if you died, the
answer is yes. But if you have no depen-
dents, you might be better off spending -
the money on a Caribbean vacation.

Agents like to sell insurgnce to_single
people almost as much as they like to sell
it"to children. Their pitch: buy insurance
fiow 50 you'll have it later when you need
it. After all, they say, the rates are
chgaper when you're young. And you
might get sick and become uninsurable.

Lhe odds, however, are against your
becoming uninsurable. Even if you did get
sick, mary conditions that would have
once_sent yourapplication to the waste- -
basket no longer disqualify you from

obtaining coveragePiying for msurance
when-you dom't need i is a waste o
" noney no matter how cheap the rates.
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How much is enough?

Most people who have life insurance don’t
have enough. The median amount of cov-
erage for all adults who have any insur-
ance was only $15,000 in 1984—a figure
that includes group insurance. That's
obviously not enough to sustain a family
with young children for very long. )

Metropolitan Life, no slouch when it
comes to selling insurance to Middle
America, reports that the average size of
its bread-and-butter whole-life policy is
only $25,000 to $50,000.

In 1984, Nationwide Insurance Co.
used a 1980 version of CU’s life-insurance
planning worksheet to study the insur-
ance needs of 3674 people. The company

found that the married men in its study
carried an average of about $101,880 in
life insurance; they needed about
$100,706 more. Married women carried
about $43,516 worth of insurance but
needed some $98,507 more. Families
with the highest incomes had the greatest
gaps in coverage,

A survey we conducted of our own sub-
scribers last year also points to inadequa-
cies in many people's coverage. Among
households we surveyed, 39 percent had
less than $50,000 of coverage. About 40
percent carried $100,000 or more, a fig-
ure that is much more in line with CU’s
recommendations over the years.

Many men and women don’t know how
much life insurance they would need to
maintain their family's current lifestyle if
the breadwinners died. It's no wonder
they don’t know. Insurance agents are not
telling them.

A CONSUMER REPORTS reporter visited
nine life-insurance agents in New York
City; none did a proper analysis of her life-
insurance needs. One of the agents told
her she needed insurance equal to five
times her income. Another recommended
$250,000 to $300,000. A third plucked
the figure of $100,000 out of the air. The
other six agents asked her how much she
needed.

. . How to use the worksheet _

Don’t depend on an agent to figure your
needs. You can do it yourself, using the
worksheet on page 376 and the explana-
tions beginning on this page. Rule-of-
thumb estimates such as five or eight
times your income are simply guesses;
they may produce too little or too much
insurance. Carry too little insurance and
you may not provide a reasonable stan-
dard of living for your family after your
death; carry too much and you may not
enjoy a reasonable standard of living while
you're alive.

Each person in your family who has an
income to replace should analyze his or
her own life-insurance needs. If both hus-
band and wife contribute income to the
family, both should fill out the work-
sheet.

The first part of the worksheet helps
you figure what your family's expenses
would be if you died tomorrow. The
expenses fall into two broad categories:
fina] expenses such as estate taxes, pro-
bate costs, and funeral expenses; and
funds for future needs, such as daily living
expenses and future educational costs for
children.

The second part of the worksheet ana-
lyzes your assets and the sources of
income that you can use to cover the
expenses.

Once you've calculated both your
income needs and assets, you subtract the
assets from the needs. The result is the
amount of additional insurance that you'll
need to buy.

Not every item in the worksheet may
be applicable to you. You may not have an
entry for child-care expenses, Or you may
not want to provide for your children’s
college expenses. The worksheet is very
personal; there are no right or wrong
answers. The answers depend on the
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assumptions you make about your goals,
job, education plans, and so on.

Pay close attention to the calculation of
Social Security survivors benefits (page
377-378). Those benefits will be a major
source of income for many families.

To illustrate how to fill out the work-
sheet, we include here an analysis of the
needs of a working mother wbose finan-
cial situation is familiar to us. We'll call
her Kristine Hill.

The immediate expenses

The first part of the worksheet has
entries for the immediate expenses your
family would face if you died tomorrow.
These include estate taxes, probate costs,
funeral expenses, and uninsured final
medical expenses.

Estate taxes. Generally, everything

you own—your house, bank accounts,
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stocks, jewelry, and so on—becomes part
of your estate. Property you bequeathtoa
spouse, bowever, is not subject to Federal
estate tax. .

Many people don’t have to worry about
Federal estate taxes, since an estate must
exceed $500,000 before it's taxed. (The
threshold goes to $600,000 next year.) If
you have a large estate, you can figure
your tax obligation with the help of a Gov-
ernment publication called Federal Estate
and Gift Taxes (publication number 448).
To get it, call 1-800-424-1040.

Kristine Hill did not expect her estate
to have any Federal estate-tax liability.
Her estate would owe no New York inher-
itance taxes either, since her busband is
the sole beneficiary of her estate. New
York allows a person to pass his or her
entire estate to a spouse tax-free. That
may not be true in other states. So it'’s
wise to consult a tax specialist.
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You may or may not want to include
your life-insurance policies in your estate.
You can keep them out of your estate if
you give up the right to change the benefi-
ciary of the policy, to borrow on it, or to
use it as collateral for a loan. The woman
in our example kept life insurance in her
estate, since it didn’t affect the amount of
estate taxes her heirs might have to pay.

Probate costs. Probate is the legal
process by which the state validates your
will after you die, makes sure debts are
paid, and makes sure that your wishes are
carried out. (If you don’t have a will, you
should. See CONSUMER REPORTS, February
1985.) Your will may have to go through
probate, especially if you have property in
your own name, make special bequests,
give property to your children, or set up
trusts. The probate procedure can invoive
lawyers' fees, filing and administrative
fees, and fees to your executor. (If you've
named a family member as executor, he
or she may not take a fee,)

Attorneys’ fees vary from state to state
and from lawyer to lawyer. Some states
set a maximum fee based on a percentage
of the estate's value. Others require law-
yers to charge “'reasonable fees'” based on
the actual work they do. If your estate is
complicated or long-lost relatives fight for
the spoils, probate costs could be high.

If you don’t have a will, there are still
costs. The state will distribute your prop-
erty and charge your estate some money
for its work.

Check probate costs with the lawyer
who drew up your will, or with a tax spe-
cialist. Hill consulted her attorney and
determined that her will probably would
not go through probate, since she is leav-
ing everything to her husband and all of
their property is jointly held. So she
allowed no probate expenses.

Funeral expenses. If you want to go
out in grand style, your funeral costs can
be stratospheric. But with intelligent cost-
saving measures, your survivors can keep
your funeral costs low.

The National Funeral Directors Asso-
ciation says that in 1983, funeral charges
and casket costs averaged about $2700
across the country. Those figures don’t

include cemetery expenses, monuments,
or miscellaneous items such as flowers,
clergy fees, and transportation, which can
roughly double that figure. Hill allowed
$5000 for funeral expenses.

Uninsured medical expenses. A
final illness can be very costly, particu-
larly if you don’t have good medical-
insurance coverage. If you have good
medical and hospital coverage, it will
probably pay almost all of your medical
expenses. If you don't, it's wise to budget
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several thousand dollars for uninsured
medical costs. Hill has a good medical plan
where she works, so she thought $1000
was enough to cover any uninsured
expenses. :

" The future eiponss

These funds represent the bulk of your
life-insurance needs. They include a fam-
ily expense fund, an emergency fund, and
in some cases a child-care fund, a college
fund, and 2 fund for repayment of debts.

Family expense fund. This is an
amount of money your family would need
for daily expenses. To calculate it, follow
these steps:

Step 1. Figure your monthly take-
home pay by multiplying your weekly
take-home pay by 4.33 (the average num-
ber of weeks in a month). If your spouse
has income, make the same calculation
with his or her take-home pay. Add the
two numbers together to arrive at the
family’s total monthly take-home pay.

Kristine Hill figured her family's tota!
monthly take-home pay was $3378.

Step 2. Next, decide how much of that
amount your family would need to cover
its expenses after you're gone. Most peo-
ple feel that about 75 percent of their
current take-home pay is adequate. It
costs two. people more to live, but not
twice as much as one, the theory goes.
Hill figured that her family would need
$2534 per month. That includes day-care
costs, apartment rent, food, clothing, and
transportation expenses,

Decide whether you want the family
expense fund to cover mortgage pay-
ments. If you do, your survivors would
keep on making monthly mortgage pay-
ments just as you do now. You may decide,
though, that your insurance proceeds
should pay off the mortgage entirely. In
that case, include the outstanding amount
under repayment of debts. Or you may
have a separate mortgage insurance pol-

The future expe
Family

nses
expense fund
Emergency fund

Child care expenses
Education fund

Repayment of
Total future expe
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icy that will pay off the outstanding
mortgage amount if you dje. If you have
such a policy, consider your mortgage
paid up for purposes of the worksheet.
Step 3. Determine the amount of
monthly income your family will have
coming in after you die. Include your
spouse’s take-home pay, Social Security
survivors benefits (see page 377), and any
survivors benefits from a company pen-
sion plan. (For ‘most workers under age

' 55, company pension benefits will be

small. Ask your pension administrator to
figure them for you.)

Hill figured her family could count on
her husband’s monthly take-home pay
($1146) and Social Security survivors
benefits (anticipated to be $833 a month).
So, after her death, the family would have
about $1979 of monthly income.

Step 4. Figure out the monthly short-
fall—the amount by which your family’s
monthly income after you die falls short of
the amount it needs—by subtracting the
total in step 3 from the total in step 2.

Hill calculated that her family would
need $2534 a month after her death, but
could count on only $1979. So her family
would be about $555 a month short.

Step 5. Muitiply the monthly shortfall
by 12 to arrive at an annual figure. In our
example, that annual figure is $6660
($555 x 12).

Step 6. Decide how many years your
survivors will need the yearly income you
determined in step 5.

You might, for example, assume that
your spouse will be self-supporting after
the youngest child goes to college or
leaves home. If your spouse has a good
company pension and will have substantial
private savings (IRAs and Keoghs, for
example), then-you may not need insur-
ance proceeds for your spouse’s retire-
ment income. You can stop the analysis at
the point when your youngest child
reaches 18. But if you want this fund to

debts
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last longer—perhaps because your
spouse doesn't work or has dim prospects
for a good retirement income—then
you'll use a larger number of years.

Keep in mind that Social Security bene-
fits to children end when they turn 18, and
Social Security benefits to nonworking
surviving spouses (so-called mothers’ or
fathers’ benefits) stop when the youngest
child reaches 16. A nonworking spouse
will resume receiving Social Security sur-
vivors benefits again at age 60.

The Hills' child is only one year old
now. So they need to provide 17 years’
worth of income for her. Our couple
wanted the wife’s insurance to supple-
ment her husband’s retirement income
for 10 years. So Hill planned on buying
enough insurance to make the family
expense fund last for 27 years alto-
gether.

Step 7. Multiply the number of years
by the amount of annual income you need,
determined in step 5.

The Hills wanted 27 years of income,
and figured the annual shortfall at $6660.
Multiplying the two figures, Hill con-
cluded that the family expense fund
should total $179,820.

We assume that the fund would be
invested upon Hill's death and earn inter-
est at a rate that exactly equals the rate of
inflation. That’s a fairly conservative
assumption, but it's wise to be conserva-
tive in such matters, we believe.

If you overestimate your needs a bit as
a result of that assumption, it might bal-
ance an underestimate elsewhere, such as
unanticipated medical expenses or the
need for major repairs on the family house
after you're gone.

Emergency fund. Every family
should have an emergency fund. Its size is
very much a personal matter. Some finan-
cial experts recommend $10,000 or
$15,000. Others suggest two to six
month’s after-tax income. The Hills
thought $10,000 was enough.

Child-care fund. For many couples,
child-care expenses will already be fac-
tored into the family expense fund. That
was the case for the Hills. But if one
spouse is currently staying home with the
kids, then both parents need to think
about how the death of one parent would
change the picture. )

Let's say that the husband is earning
wages and the wife is staying home with
the kids. If the husband dies, the wife

might have to take a paying job—and thus
incur added expenses for child care.
That's a reason to add an appropriate
amount to the husband's coverage.

If the wife died, the husband may sud-
denly be faced with paying for baby sitters
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or day care, That's a reason to consider
life-insurance coverage even on a non-
working spouse. (Adequate coverage for
the breadwinner should be purchased
first, though.)

The Conference Board, a business
research organization, has found that
most parents are now paying about $3000
a year per child for out-of-home care. In
some large cities the cost can run as high
as $13,000. Figure how much the yearly
costs are likely to be in your area, and
multiply tRat number by the number of
years untjl your children can take care of
themselvés.

Education fund. You may want to
provide a sum for your children’s college

. education. It's not easy to predict how

much college will cost several years from
now. While college costs have risen

. sharply over the years, they haven’t

always risen in step with inflation. In’
years where inflation rose steeply, college
costs didn't always rise as fast, and vice
versa. Nor is it easy to say how falling stu-
dent enrollments will affect college costs.

The College Board, an organizatipn

that monitors college costs, says that for
the 1985-86 school year, the average
annual cost of a four-year private college
was $9659. That figure includes room and
board, books, tuition, personal expenses,
and some transportation costs. A compa-
rable figure for a four-year public institu-
tion was $5314.

If your children are nearing college age,
those figures should be reasonably accu-
rate. If college is a long way off, then
interest earned on the insurance proceeds
should help offset future cost increases.
Keep in mind that part of the college bill
may be defrayed through financial aid or
through loans. (See our report, “Can You
Cope with College Costs?,” in June
1985.)

The Hills wanted to provide six years of
college and postgraduate education for
their child. They multiplied today’s cost of
$9659 by six and got $57,954.

Repayment of debts. Since you'd
probably like to leave your survivors as
debt-free as possible, you'll most likely
want to budget some insurance money for
this purpose. A mortgage loan will proba-
bly be your biggest debt, but you may not
want to enter it here. If you have a mort-
gage insurance policy that will pay off
your mortgage, or if you want your spouse
to keep making monthly payments, don't
list your mortgage as a debt.

Do include other debts such as car loans
and credit-card purchases, unless they're
already covered by separate “‘credit life”
insurance policies you've bought. (But
note that credit life insurance ig usually a

<,
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bad buy. It's generally better to buy
big insurance policy than several snippets.

, Buying individual credit-life policies is

purchasing nails individually; it's need-
lessly expensive.)

Hill figured she owed about $500
various credit-card accounts.

Total need. Add up all the elements

determine your total need, and enter that
figure on the appropriate line of the work-
sheet. Kristine Hill figured her total needs
at $254,274.

What you already have

The next step is to tote up all your

assets that would be turned into cash in
the event of your death. These may
include cash and savings, equity in real
estate, securities, IRA and Keogh plans,
employer savings plans, employer lump-
sum pension benefits, current life insur-
ance, and miscellaneous assets such as art
collections or assets from a business.

Don't apply any particular asset to your

family’s needs unless you expect your sur-
vivors to turn it into cash. For example, if
you want your survivors to continue living
in your house, then don't count the equity
that’s been built up. Likewise, your wed-

What you
have now

Cash & savings
Bquity in real 65t

Securities
IRA & Keogh plans
Loyer savings
Emiﬁags (e 401
(k) plans)
p-suin
employer
penSiOIl
benefits

Current lifé
Other assets
Total assets
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What Social
Security pays
your survivors

ding ring may be a valuable family heir-
loom—but one that your family couldn’t
bear to sell. Do include IRA and Keogh
accounts and employer-sponsored savings
programs like 401(k) plans. Money you’ve
saved through these plans is payable with-
out penalties to your survivors.

If you're covered by a pension plan at
work, check with your pension adminis-
trator to see if there will be a lump-sum
survivor's benefit payable upon your
death. If there is, include it among your
assets. If you've already listed a monthly
pension benefit in step 3 of the Needs
worksheet, you probably won’t have a
lump-sum pension benefit. You normally
get one or the other, but not both,

List any life-insurance policies you
already own. Like many people, you may
have more than one. Include employer-
provided group insurance and any policies
that you might have bought through the
mail. Don't include any credit-life or mort-
gage policies. In this calculation we've
assumed that they will simply pay your
debts or mortgage.

Hill catalogued her family’s assets this
way: cash and investments, $57,986;
IRAs, $9000; employer 401(k) plan,

+ $5381; employer pension lump-sum bene-
fit, $7270; life insurance, $66,000, includ-
ing $16,000 in group insurance from her
employer. She owns no real estate and
doesn't want her husband to sell their art
and antique collection if she dies. The
grand total of her assets is $145,637.

Extra insurance needed

Once you've determined your total
needs and total assets, subtract the assets
from the needs to arrive at the amount of
additional insurance you should have, For
most people, this number is likely to be
quite Jarge. As we've pointed out above,
most people have a large life-insurance
deficit, and a calculation such as this
reveals just how large it is.

Hill needed substantially more insur-
ance than she had. Her total need was
$254,300, while her assets, including her
existing life insurance, came to $147,700.
The worksheet shows that she needs an
additional $108,600 of coverage to pro-
tect her family adequately.

Never think that you've written your
life-insurance program with indelible ink.
The birth of a baby or the purchase of a
house might mean you need more cover-
age. If you inherit money from a rich uncle
or if a child leaves the nest, you'll probably
need less. Review your insurance needs at
least every five years, and more fre-
quently if your financial situation has
significantly changed. L}
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or most families, Social
Security survivors benefits
are a major source of
income when the breadwin-
ner dies. If you don’t consider them when
estimating your life-insurance needs, your
calculation will lead you to purchase far
more insurance than you need.

The monthly payments to survivors are
a percentage of a certain “magic number”
that the Social Security Administration
calculates for you based on your earnings
record. It's called your primary insur-

‘ance amount, The actual amount your

survivors receive depends on several fac-
tors: the amount of your past earnings,
your age when you die, the ages of the
surviving family members, and the
amount of income your spouse earns.

Who gets benefits?

A surviving spouse under age 60
receives benefits only if he or she is caring
for young children and does not have sub-
stantial earnings. These benefits stop
when the youngest child turns 16. But
then they may start again when the
spouse turns 60. Disabled spouses can
receive benefits at age 50.

If the surviving spouse earns less thana
specified amount (currently $5760 a year,
or $7800 for people age 65 and older),
Social Security pays the full benefit. If the
spouse earns more than $5760, the bene-
fit is reduced by $1 for every $2 of
eamings above $5760. In most cases, a
spouse earning around $20,000 or more
would receive no survivors benefit. The
earnings test only involves employment
income. If a surviving spouse gets invest-
ment income, pension benefits, or insur-
ance proceeds, the Social Security
survivors benefit isn't affected.

If the spouse is caring for a child who
was disabled before age 22, he or she
receives a benefit for as long as the child
remains disabled. A divorced spouse who
was married to you for at least 10 years
(and isn't married to someone else now) is
also eligible for survivors benefits,

Social Security also pays benefits to

surviving children until they are 18,
whether or not their mother or father
gets a benefit. Children can continue to
receive benefits until their nineteenth
birthday if they are still in high school.
Children who were disabled before age 22
receive survivors benefits for as long as
they remain disabled and are unmarried.
(Social Security used to provide benefits
for college students, but gradually phased
them out, beginning in 1981.)

If you have three or more family mem-
bers eligible for benefits, Social Security
doesn’t pay full benefits to each one. The
family receives a maximum benefit.

Figuring the benefit

The formula that determines your pri-
mary insurance amount is complex. We
believe most people couldn’t, or wouldn’t
want to, wrestle with the math involved.
And, unfortunately, local Sodal Security
Administration offices lack the resources
to make the calculation for you, although
the agency is considering providing that
service at local offices in the future.

CU asked the Social Security Adminis-
tration to devise a simple table you can
use to estimate what your survivors
would be likely to get if you died this year.
The table on page 378 is the result. It will
give you an accurate estimate if you have
worked steadily since entering the wark-
force at about age 22 or earlier and have
received regular pay increases that were
of average size. The estimates will be off
if you've received paltry or gigantic pay
raises over the years or if you've had
many years without earnings. The Social
Security Administration estimates that
about 60 to 70 percent of all workers can
get a sufficiently accurate estimate from
this chart to figure their insurance needs.
(That means that the estimate should be
within $25 to $75 of the actual monthly
survivors benefit.)

If your work history does not fit the typ-
ical pattemn, the table will give you only a

rough approximation. But there’s still a
ray of hope. The Social Security Adminis-
tration headquarters in Baltimore says
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that it will estimate survivors benefits on
request. Write to the Social Security
Administration, Office of Public Inquiries,
Baltimore, Md. 21235, Since that service
is relatively new, we can’t tell you how
prompt or efficient it is, but it certainly is
a step in the right direction. (CU has been
urging for years that the Social Security
Administration help people estimate the
survivors benefits to which their heirs
would be entitled.)

The table shows benefits payable to
various categories of survivors. The
“spouse with one child” and the *spouse
with two children” categories assume
that the spouse has either low earnings or
no earnings and is eligible for full benefits,

The *“spouse with two children” category”

shows the maximum family benefit.

The "spouse at age 60" category
shows the amount that's payable in 1986.
For a spouse turning 60 in the future, the
benefit will be greater.

A surviving spouse who has worked and
has an earnings record can receive Social
Security retirement benefits based on

o

that record. But people can’t get both the
retirement benefit and the survivors ben-
efit at the same time. A spouse who has
worked will receive an amount equal to
either the survivors benefit or the retire-
ment benefit, whichever is greater.

To use the table, find the age closest to
your current age and the earnings closest
to your earnings in 1985.

To determine which family category to
use, consider how much your spouse will
earn after your death. If he or she will
earn less than $5760 per year, use the
“spouse and one child” or “spouse and
two children” benefit, whichever is appro-
priate. Remember the *spouse with two
children” category is the maximum family
benefit. .

If your spouse will earn about $20,000
or more and you have one child, then use
the benefits for “‘one child only.” If you
have two or more children, use the cate-
gory “spouse and one child,” which, as we
point out in the table, is also the benefit
for two children when a spouse earns sub-
stantial income. ’

Social Security survivors benefits

1f your spouse will earn between $5760
and $20,000, the benefit is reduced by $1
for every $2 of earnings above $5760.
Other factors also affect how the benefit is
calculated. As you can see from the table,
the family benefit for a spouse who earns
less than $5760 and cares for two children
would be about $1364 a month. A spouse
whose earnings exceeded $20,000 would
usually receive nothing, but the two chil-
dren would get a total of $1168 per
month.

Now take a woman who earns $15,000
and cares for two children. Her hushand
dies at the age of 35 and was earning
$25,000 at the time of his death. Since the
woman earns $15,000, the family benefit
each month would be somewhere
between $1168 and $1364. As it turns
out, the benefit would vary somewhat
each month, but would average about
$1200 per month over the years.

Once you've estimated what your survi-
vors would get from Social Security, enter
that amount in step 3 of the needs calcula-
tion on page 376. u

Table shows the nprroulmnle monthly benefit your family would receive if you died in 1986. The amounts shown below are closa approximations only if
you have been employed steadily throughout your career and have had roughly average wage increases. For more detalls, see story. :
Your earnings in 1985
Your Your r : |
0 famil _$15.000 $20,000 $25,000 $30,000 $35,000 $39,600 or more

Spouse and 1 child®@ $ 848 $1042 $1174 $1266 $1358 $1440
25 Spouse and 2 children @ 1050 1228 1371 1479 1586 1661
1child only . 423 521 567 633 679 720
Spouse at age 60@ 403 497 560 603 647 . 686
Spouse and 1 child @ 838 1032 1168 1254 1330 1368
3 5 Spouse and 2 children@ 1043 1216 1364 1465 1553 1597
. 1 child only 419 516 584 627 865 §84
Spouse at age 603 399 492 557 598 634 652
Spouse and 1 child @ 836 1030 1150 1200 1234 1250
4 5 Spouse and 2 children® 1042 1214 1344 o401 1440 1450
1 child only 418 515 575 600 617 625
Spouse at age 60 399 a9 548 572 588 596
Spouse and 1 childd 836 1026 1124 1156 1178 1188
55 Spouse and 2 children@ 1041 1210 1313 1350 1375 1388
1 child only 418 513 562 578 589 534
Spouse at age 603 398 489 538 551 561 566
Spouse and 1 child m 798 ‘984 1072 1104 1128 1140
6 5 Spouse and 2 children 991 1156 1252 1290 1316 1330
1 child only 399 492 538 552 564 570
Spouse at age 601 381 469 s11 527 537 543

@ Amount shown here also equals the benefit paid to two children, if no parent survives. The same amount is
also payable to a family with two children and a surviving parent who has substantial earnings.

[ Equals the maximum family benefit.
I8 Amounts payabi

in 1986. Sp turning 60 in the future would receive higher benefits.
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Term insurance:
Why plain vanilla is best.

5 erm insurance is the poor

cousin of the insurance

industry. Few companies

want to sell it, and few
agents suggest that you buy it. Some
agents won't even tell you about it. Or
they may tell you that term policies are
not good enough for you.

The industry has a hidden agenda. It
would rather sell you whole-life or univer-
sal-life policies, which are more profitable
than term policies. It would rather sell you

- those policies even if they leave you
underinsured. ‘

For nearly 50 years, CU has been
recommending that most buyers choose
term insurance.

With term insurance, you may be able
to protect your family adequately. You
might not be able to afford adequate cov-
erage with other types of life insurance.
Qur study shows, for example, that a 35-
year-old womao buying our top-rated
term policy would pay around $200 the
first year for $200,000 of protection. She
would pay upward of $2000 for the same
amount of coverage from one of the top-
rated whole-life policies in our study.

Term-insurance premiums increase as
you get older. But the annual premium for
the lowest-cost term policy in our study
doesn't exceed $2000 until the 21st
year.

Long before then, however, the typical
family may find that its insurance needs
have declined substantially. Take the case
of Kristine Hill, whose insurance needs
are calculated on page 375. In 20 years,
the Hills' baby will be a young woman; half
of the child’s college costs will be behind
her; and with any luck, the Hill family's
assets will have grown. In constant dol-
lars, het need for life insurance, which we
calculated at about $175,000, may well
decline by half. Eventually, she may find
she needs no insurance at all.

Term insurance provides coverage {or
a specific time period or term, hence its
name. The term often is as short as one
year, but not infrequently is as long as 10
or 15 years. If you die during that time,
the insurance company promises to pay
the face amount of the policy to your ben-
eficiaries, provided, of course, that you've
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continued to pay your premiums.

The insurance company may guarantee
in advance that it will renew the policy for
another term, without any need for you to
prove that you're still insurable. Many
term policies these days potentially pro-

.vide coverage for life; they can be

renewed until age 100. Others can be
renewed only until age 65 or 70. And still
others are nonrenewable.

During the term, the amount of cover-

age usually remains constant; in insurance .

jargon, “the face amount stays level.” If
you bought 2 $50,000 level term policy
for five years, your coverage would
always be $50,000.

Sometimes, though, the face amount
can increase or decrease. If, for example,
you bought a $50,000 decreasing term
policy to cover a mortgage loan, your cov-
erage would decline as the outstanding

amount of the mortgage declined.

Your annual premiums usuaily stay con-
stant during each policy term. With each
renewal, however, the premiums go up.
That’s because you are older and your
chances of dying during the new term are
greater.

As a rule, term policies offer a death
benefit only, with no savings element. In
trade parlance, term policies usually don't
*“build cash values.” Most of the time,
they can be converted to policies that do
accumulate cash values—whole-life or
universal-life policies. When you see the
word “convertible” associated with a
term policy, you know that you can con-
vert it, under certain conditions, to a
cash-value form of life insurance. For
most buyers, we recommend policies that
are renewable at least to age 65 and con-
vertible at least to age 60.
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Why the industry doesn’t push term

Although most companies offer term poli-
cies, selling term rarely brings in big
profits, Term policies have low premiums
in the early years, so they bring less
money in the front door than other types
of policies. That, of course, means less
money to make profitable investments
and to pay for the expensive distribution
system the industry says it needs to sell
the insurance.

Insurance companies don’t encourage
their agents to sell much term insurance,
Compensation schedules tell the story.
Some agents can earn as much as 100 per-
cent of the first-year premium for selling a
whole-life policy, but only 70 percent of a
smaller amount for selling term. Other
agents earn less than those amounts, but
almost always they earn more for selling a
cash-value policy.

“A lot of people think it's amoral to go
out there hawking term insurance,” says
John Cumming, a former senior vice presi-
dent of Home Life Insurance Co. ’

Consequently, many agents color term
insurance with negative overtones to dis-
courage people from buying it. Some
agents call it ‘‘temporary” insurance as
opposed to the ‘‘permanent” coverages
offered by whole life and universal life.
Others make it seem as if you're settling
for less than you deserve if you buy term.
“You buy term if you're broke,” one New
York Life agent told our reporter. Some
agents derisively refer to those who spe-
cialize in term insurance as “‘termites.”

For a time, beginning in the mid 1970s
and ending in the early 1980s, the insur-
ance industry seemed ready to embrace
term insurance, Term sales rose from 45
percent of the amount of insurance sold in
1975 to 60 percent in 1982. (The per-
centage of company revenues derived
from term was smaller, since a consumer
buying term can get a lot of coverage for a
relatively small initial premium.)

There were several reasons for this
brief love affair. One was a special tax
advantage—since rescinded—that made

" it possible for companies to write term
policies more profitably. Another was
pressure from consumer groups, which
encouraged people to buy term, and pub-
lished price surveys. (Consumers Union,
which has recommended term insurance
since 1937, pyblished major comparative-

cost studies in 1974 and 1980.)

Consumers benefited from the new
emphasis on term as companies fighting
for the business lowered their prices.

“The demand for term insurance
seemed to be there,” says John Walker,
senior vice president of the Business
Men's Assurance Co. “There was pres-
sure to write a better product, and the
only way to do that was to make it
cheaper.”

But the new low prices weren't—and
still aren’t—always as good a deal as they
seem. Many companies have begun to use
“select and ultimate” pricing schemes;
these postulate that an insurance buyer
taking out a new policy and found to be in
good health is a better risk than someone

the same age who bought his policy from*

the company long ago and has not been
examined since then. Thus new policy-
holders get a price break. They pay less
than existing policyholders who are
renewing at the same age.

Some companies use select and ulti-
mate pricing to entice buyers with
extremely low first year premiums. But
the traditional upward slope of term pre-
miums as you get older can become more
than a slope with select-and-ultimate poli-
cies—it can begin to resemble a moun-
tain. The buyers who get such good deals
initially may pay extremely high rates if
they keep their policies for several years.

Select and ultimate pricing has helped
make some companies’ term policies
much more competitive at the point of
sale. Take Prudential, for instance.
According to a company spokesperson,
seven years ago it would have cost a 45-
year-old man $536 for a $100,000 term
policy. Now it costs him $220. But for
many select-and-ultimate term policies,
the cost measured over a longer period,
say 20 years, has not improved as much as
the attractive first-year premium might
lead you to believe.

Some companies devised another gim-
mick to sell their term insurance: They
made their policies ''revertible.” When a
revertible policy comes up for renewal,
the policyholder takes a medical exam. A
favorable verdict from the doctor qualifies
the policyholder for a rate lower than the
renewal rate that would normally be
charged. In other words, the policy

“reverts” to the select rate. Say you had
bought a revertible policy when you were
40, and you passed the medical exam
when the policy came up for renewal five
years later. Your new premium would be
based on the select rate for a newly exam-
ined 45-year-old.

There was only one catch. If you
couldn’t pass the medical exam, you had
no choice but to pay the regular premium,
which might be increasing steeply. After
all, when you've just flunked a physical,
it's not an ideal time to go shopping for life
insurance: Other companies might not
want you. Revertible term came to be
called Las Vegas term; if you bought the
policy, you gambled that your health
wouldn’t deteriorate.

Agents and brokers had a field day with
the new policies, sometimes switching
customers to new companies every year
to take advantage of some company or
other’s lower first-year premiums, and to
earn new commissions for themselves.

The rate wars ended, however, almost
as suddenly as they had started. The com-
panies lost their tax advantage, and term
policies again became as unattractive to
companies as they always had been. Rein-
surance companies, which share the risk
of writing insurance policies (in effect, the
insurers’ insurers), realized that if sharp
price competition continued, everyone
would lose money. So they changed the
rules under which they shared the risks.
In addition, the industry came up with a
new type of cash-value policy, universal
life, to supplant the whole-life policies that
had begun to encounter consumer resist-
ance. The brief renaissance of term poli-
cies was over.

“Most companies with a term product
have done something to make it look less
attractive,” says John Walker of the Busi-
ness Men's Assurance Co. “They’'ve
either reduced agents’ commissions or
bumped the rates.”

ITT Life, which made a big splash sell-
ing term insurance in the early 1980s,
says that in 1986 only 20 percent of its
business will be in term, compared with
94 percent in 1984. Transamerica Occi-
dental, which had earned a reputation for
selling low-cost term insurance, says it is
now selling universal-life policies almost
exclusively.

g i Is term becoming a secret?

The response of insurance companies to
our request for information suggests l_hat
many insurers wish consumers would just
forget about this low-cost form of insur-
ance.

We asked 127 companies to give us

380

cost data for their term policies. Compa-
nies were chosen according to their total
assets, total premiums, amount of new
insurance issued, and insurance in force.
Only 57 of the 127 companies
responded, far fewer than in previous
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studies. A number of companies said they
were designing new policies for the
changed marketplace and couldn't predict
their new rates. Others, like Nationwide
Insurance, said they were de-emphasizing
term policies.
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Some companies were just plain unco-
operative. Provident Mutual, for instance,
refused to give us rate inforration and
said it no longer calculated the interest-
adjusted net cost indexes (the method we
used to evaluate the policies) for its prod-
ucts. ‘‘There is very little interest in these
measures,” Provident told us. We found
that statement surprising, since 37 states
have adopted a National Association of
Insurance Commissioners (NAIC) model
regulation requiring companies to dis-
close the interest-adjusted net cost
indexes.

Some of the largest insurance sellers

refused to participate. They include State
Farm, Connecticut General, and the
Transamerica companies. State Farm
begged off, saying it didn’t “target the
higher-echelon market,” so our compari-
sons wouldn’t be fair.

From industry sources, we obtained
rate information about Transamerica
Occidental's Trendsetter 20, a “'‘graded
premium life” policy that looks, feels, and
acts like term insurance. When a buyer
asks for term, Transamerica offers this
product. It's included in our study.

In three states—Connecticut, Massa-
chusetts, and New York—life insurance is

also sold by savings banks. In past surveys
we had found savings-bank policies to be
exceptionally good buys, and we wanted
to see if that was still the case today. So
we also asked the Savings Bank Life
Insurance companies in those three states
to send cost information. Qur published
results include policies from only the New
York and Massachusetts Savings Bank
Life Insurance programs. That's because
Connecticut savings banks cannot write
individual coverage for more than
$30,000, and our comparisons were based
on purchases of at least $50,000. For
more on SBLI, see the box on page 383.

How to compare the costs

When you buy life insurance, it’s rela-
tively easy to compare the first-year
premium costs. But that figure tells you
nothing about what the policy will cost
over the long run. Over a period of years,
some policies with similar initial premi-
ums can prove thousands of dollars cost-
lier than others.

Ferreting out a good buy requires more
information than a company will usually
give an ordinary customer, and more
number-crunching than most people can
conveniently do with a calculator or home
computer. That's why CU undertook this
cost survey.

To see how the policies in our survey
compared with one another, we calculated
a number called the “interest-adjusted
net cost index” for each. That index is an
industry-accepted method for determin-
ing the cost of insurance. The index isn’t
hard to understand, though the actual cal-
culation is complex.

A term insurance policy has two obvi-

ous elements: the premiums you pay each
year, and the dividends (if any) that you
get back. The premiums, in most cases,
are fixed. But some policies have variable
premiums, usually with a guarantee that
the premiums will never rise above a
specified level.
" The dividends are not fixed, nor are
they guaranteed. Think of the dividend as
a partial refund of premium payments
from prior years, paid at the discretion of
the company. A policy that pays dividends
is called a participating policy; one that
doesn’t is called nonparticipating.

You might think that the net cost would
simply be the premiums paid minus the
dividends received over the years.

Close, but not correct. There is a third,
less obvious element—the timing of your
payments and receipts. Say two policies
have equal total premium payments over
20 years. The one with lower payments in
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the early years is a better deal, because
you can bank or invest the money you
saved through the initially lower pre-
mium, By the same token, a dividend paid
to you early is worth more than one paid
to you late.

Instead of simply adding up all the pre-
miums and subtracting all the dividends,
the interest-adjusted method ‘‘accumu-
lates’” them at a stated rate of interest—
by custom, 5 percent. That takes timing
into account and gives a more accurate
picture of a policy’s projected true costs.

The index is often expressed as a cost
per $1000 of insurance. Thus, a policy
with a 10-year net cost index of 4.32, for
example, is estimated to cost $4.32 per
$1000 of coverage per year, or about
$432 annually for a $100,000 policy. The
figure is slightly arbitrary in that it
depends on certain assumptions, such asa
10-year or 20-year holding periodand a §
percent interest rate.

What matters most is not the index
number as such, but how it compares with
the index numbers for competing policies.
The lower the index number, the better
the buy. (For technical reasons, you
should probably not pay much attention to
differences of less than 5 percent, how-
ever.) The index can be used only to
compare similar policies with each
other—for example, one term policy with
another. It can’t be used to compare a
term policy with a cash-value policy.

For each policy, we calculated the net
cost index for 5, 10, and 20 vears. We fig-
ured the indexes at both 5 percent
interest and 7 percent interest to see how
a higher rate would affect the rankings.
As it happens, the rankings were virtually
identical. So in the Ratings we show the
indexes at 5 percent, the rate specified in
the NAIC regulation.

Our evaluation of the policies is based
on each one's performance over the three

durations—>5, 10, and 20 years. Policies
that were among the least expensive at a
given duration are designated in the Rat-
ings by the symbol @. Those that were
among the most expensive scored a @.
Policies that were somewhat less costly
than average are indicated with a @&
Those that were average are shown with
a O, and those that were somewhat more
costly than average are shown with a .

To determine the Ratings order, we
considered a policy’s cost grouping at
each of the three durations. If two policies
did equally well, we used the 10-year
index to break ties. (If there were further
ties, the first-year premium was the tie-
breaker.)

All the policies in our study reflect non-
smoker rates. In some cases, companies
sent us preferred rates, which require a
person to be a nonsmoker and meet other
qualifications as well. (See “Are You a
Good Insurance Risk?” on page 401). Poli-
cies with preferred rates are marked with
an asterisk. A few companies sent us non-
smoker rates for both preferred and
standard classes; the Ratings show both.

The detailed Ratings tables have room
for most, but not all, of the policies we
selected. For the nonparticipating policies
(those that don't pay dividends) at the
$200,000 face amount, only the top 40
companies and the bottom 6 are shown.
We list summary information for all the
policies, however, in the alphabetically
arranged tables beginning on page 398.
Company addresses will appear in a list
that we’ll publish next month.

Policiés are ranked according to the
rates for men. Female fates are given
alongside the male rates. As you can see
by scanning the Ratings, women generally
pay less for life insurance than men do.
That's because the average woman lives
about seven years longer than the aver-
age man.
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How to shop for term insurance
e e

“Don’t knock yourself out going to too
many companies,” a New York Life agent
advised our reporter when she shopped
for life insurance. “They're all the same,
especially the top four companies.”

Our survey showed how wrong he was.
New York Life's policy wasn't a particu-
larly good buy, placing near the middle or
in the bottom half of our various rankings.
And, contrary to his assertion, the policies
of the four largest companies were not
identical. Among 43 participating policies
providing $200,000 of coverage to a 35-
year-old man, one Metropolitan policy
ranked first and Equitable’s ranked third.
Prudential’s policy was fifteenth from the
top, and New York Life’s was thirteenth
from the bottom.

Looking at the Ratings, you can see
huge price differences among policies.
For example, a 25-year-old man can buy a
$50,000 policy from the Savings Bank
Life Insurance Fund of New York for
much less than from Guardian Life. The
10-year net cost index reveals that the
bottom-ranked Guardian policy is roughly
three times as expensive as the savings-
bank policy over the 10-year period.

A policy that starts out chicap but ends
up expensive is especially likely when a
company uses select and ultimate rates.
As we've pointed out, buyers of those pol-
icies usually pay very low first-year pre-
miums but dramatically higher premiums
later on. The net cost index unmasks that
kind of pricing strategy, since the ulti-
mately higher premiums are reflected in a
higher index number.

Take Alexander Hamilton's Annual
Renewable Term to 100 policy, for exam-
ple. A 25-year-old man would pay a
first-year premium of $184 for a
$200,000 policy, an amount lower than
the first-year premiums of seven policies
that rank above it. Yet Alexander Hamil-
ton raises the premiums steeply after the
10th year, making the policy more expen-
sive overall. By the 20th year, the pre-

mium has risen to $790.
The opposite can also be true. A policy
may have a high initial premium but still
can be a good deal if you keep it for 10 or
20 years. Massachusetts Mutual’s Five-
Year Renewable Term policy is an exam-
ple. A 45-year-old man buying $200,000
of coverage would pay a high annual pre-
mium of $1082 for the first five years, so
if he keeps the policy for only five years,
it's a terrible buy. But if he hangs onto it
for 20 years, the policy shines because
premiums do not rise sharply over the
years, while dividends are scheduled to
increase handsomely. Or take Southern
Farm Bureau’s Annual Renewable Term
policy for a 45-year-old man buying
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$200,000 of insurance. It's the second-
ranked policy even though its first-year
premium of $604 is higher than the first-
year premiums for the policies that rank
above and below it. It's an excellent buy
because, over time, its premiums and divi-
dends compare favorably with those of
other policies.

Just as the size of the first-year pre-
mium is no surefire way to judge a policy’s
cost, neither is the Jength of the term.
Nevertheless, some agents may urge you
to buy a policy whose premiums are level
for, say, 5 or 15 years. “Your premium
stays the same for five years. You know
how to plan,” one agent assured our
reporter.

We disagree. Many of the policies with
five-year level terms placed in the bottom
half of our Ratings. It's how the policies
are priced over time, not the length of the
term, that determines whether they are
good or bad buys.

Some policies are good buys at particu-
lar face amounts and ages but not at
others. Home Life's Yearly Renewable
Term to 75is the third-rated policy for a
25-year-old man who buys a $200,000
policy, but it is a mediocre buy for a 45-
year-old man. Likewise, Union Labor's
Annual Renewable Term policy is a good
buy for a 45-year old, but it's somewhat
less attractive for a 25-year old.

Some companies give you a price break
if you buy larger amounts of insurance.
Aetna's Flexi-Term policy, for example, is
a better buy for a 35-year-old man buying
$200,000 of coverage than for one buying
$50,000.

Some companies have more than one
policy; one can be a star, the other a dog.
That's the case with Massachusetts
Indemnity and Life. The company's
Annual Renewable Term to 100 policy
was one of the least expensive policies for
a buyer wanting $50,000 of coverage. But
its Modified Term policy, which has a
high first-year premium and then a level
premium for the next 14 years, is consist-
ently at or near the bottom of the
rankings. A 35-year-old man, for example,
would pay almost 2¥/z times as much for a
$50,000 modified term policy as for the
annual renewable policy over the 10-year
period.

The bad apparently drives out the good
in this case. The A.L. Williams organiza-
tion, which is the exclusive marketer of
the Massachusetts Indemnity policies,
says it has sold only $5.4-billion of the
cheaper policy compared to $105-billion
of the more expensive one. (We'll tell you

more about the Williams organization and
its marketing strategies next month.) In
another case, Metropolitan's One Year

Term with Premium Adjustment ranked
at or near the top of the Ratings; its Five
Year Renewable and Convertible policy
near the bottom. Contrary to the situation
with Massachusetts Indemnity and Life,
Metropolitan's cheaper policy outsells the
more expensive policy by eight to one.
The more expensive five-year policy is
sold mostly to people who want smaller
amounts of coverage not available from
the cheaper one-year policy, says Jeanne
Corbett, a Metropolitan vice president.

Some policies are available only in cer-
tain face amounts. Prudential, Equitable,
and Bankers Life, for example, don't sell
$50,000 term policies, concentrating
instead on higher amounts.

Revertible policies

The revertible policies surprised us.
We thought that “Las Vegas term” might
be a good buy for people who stayed
healthy, but we had assumed it would be a
poor buy for those whose health took a
turn for the worse. That’s sometimes the
case, but certain revertible policies looked
good regardless.

As we said earlier, revertible policies
offer you a lower rate when the policy
comes up for renewal, provided you can
pass a medical exam. If you can't, you'll
pay a higher rate.

First we calculated a 5-, 10-, and 20- -
year index for each policy assuming that
the policyholder stayed well for the whole
time he or she had the policy. Next we cal-
culated the indexes assuming the policy-
holder got sick and could not renew at the
lower rate. The change in heaith status
was assumed to happen in the third year
for the five-year duration, in the sixth
year for the 10-year duration, and in the
eleventh year for the 20-year duration.
Each revertible policy is listed twice in
our rankings—once under the assumption
the policyholder stayed healthy and once
under the assumption he or she got sick.
An “RH" designates a revertible policy
under the healthy assumption; an “RU"
marks the policy under the unhealthy one.
To make them easy to identify, the
revertible policies are also highlighted in
color.

You have to look at the policy both ways
to determine whether it’s a good value for
you. As you can see from the Ratings, a
number of the policies were good buys
even if you got sick. For example, a 25-
year-old man buying $50,000 of coverage
would find Old Line's LT-10 as inexpen-
sive as a nonrevertible policy even if he
got sick.

As we expected, some policies were
inexpensive if the policyholder stayed
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well, but expensive if he or she got sick.
And some were just plain expensive either
way you looked at them. For example,

New England Mutual's Yearly Renewable

Term to Age 95 for a 25-year-old female
buying $200,000 of coverage is expensive
no matter whether the woman stays
healthy or gets sick,

A Par versus nonpar - -

One choice every buyer must make is
between a participating (dividend-paying)
policy and a nonparticipating one. Since
the dividends on term policies tend to be
modest, it doesn’t usually make a big dif-
ference whether you choose a participat-
ing or nonparticipating term policy. The
issue of dividends assumes greater impor-
tance for cash-value policies, as we'll see
next month.

With a nonparticipating policy, your
cost generally is fixed from the time you
buy the policy. You know in advance
exactly how much you will pay for a “non-
par” policy. Some buyers view that cer-
tainty as an advantage. *

Participating policies are issued mainly
by mutual companies (nominally owned
and controlled by their policyholders), and
nonpar policies are issued mainly by stock
companies (those organized to make a
profit for stockholders). There are some
exceptions, though. Occasionally, you
might come across a “flexible premium”
or ‘“variable premium’ nonpar policy. In
effect, though not in name, these are par-
ticipating policies: Instead of paying a
dividend, the company can adjust its pre-
miums. There is one such policy in our
survey, issued by the North American Co.
for Life and Health Insurance.

While companies with such policies
reserve the right to charge what may
seem like very high maximum premiums,

most of the time they won't. “Chances of

a company raising its premiums to the
maximum are about the same as the
chances that a mutual company will dis-
continue paying dividends,” says Walter
Miller, a former senior vice president at
New York Life. “‘Each is theoreticaily pos-
sible. Neither will happen.”

Another quirky policy in our survey was
a “participating” policy from Guardian
Life that doesn't pay dividends; instead it
has flexible premiums. “We priced it so
low we couldn’t afford to pay dividends,”
said a Guardian official. Our actuaries
judged otherwise; it showed up among the
worst policies we sampled.

Participating policies generally have
higher premiums to start out with,
although with term policies the differ-
ences are small. When you buy a “par”
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policy, you are hoping that the dividends
will reduce your net cost below what it
would have been had you chosen a nonpar-
ticipating policy. In the years since World
War II, that hope has generally come true:
Participating policies, on the whole, have
been better buys in the long run than non-
participating ones.

At the time you're buying a policy, the
agent will show you what’s called a “cost
illustration,” including dividends if there
are any. If you read the fine print, you'll
often see that the dividend figures shown
to you are “neither estimates nor guaran-
tees.” They're simply the company’s
current dividend scale.

In the last three decades, those illustra-
tive figures have usually proved conserva-
tive. Most companies have paid more than
the illustrated dividends; some companies
have paid far more. During the past three
decades, both mortality trends and inter-
est rates have been favorable to life-
insurance companies. So most companies
could afford to pay dividends that well
exceeded the dividends illustrated to buy-
ers at the time of sale. Today, interest
rates are falling. Some industry observers
question whether the future pattern for
dividends will be as rosy as it has been in
recent years. We'll have more to say
about that in next month’s report.

Insurance policies available from sav-
ings banks have consistently ranked
high in CU’s life-insurance surveys.
That’s not surprising, since state
legistatures in New York, Massachu-
setts, and Connecticut instructed sav-
ings banks to provide cheap insurance
for low- and moderate-income fami-
lies. Savings-bank life insurance was
the brainchild of Louis Brandeis, a
Boston lawyer who later became a
Supreme Court justice. Insurance
agents often pressured working peo-
ple into paying weekly premiums for
an'expensive form of insurance called
debit insurance. Brandeis believed
savings banks could provide better
protection at lower cost by offering
policies directly to the public, thus
eliminating the middleman. In 1908,
SBLI was born.
. JThrough the years, however, the
insurance industry has successfully
lobbied to keep savings banks from
selling insurance in the amounts many
people need. The agents have
screamed about “‘unfair competition.”
By that, we figure, they mean offering

Still a Best Buy: savings-bank policies

Future trends in mortality can also
affect whether a participating or nonparti-
cipating policy is the better choice. A cure
for cancer, for example, would result in
fewer death claims to pay, so insurance
companies could afford more generous
dividends.

Convertibility

A convertibility clause allows you to
convert your term policy to a cash-value
type of policy, such as whole life or univer-
sal life. The conversion privilege is impor-
tant in case you turn out to need life
insurance after age 65 or so, since some
term policies can't be renewed after that
age. If you think you'll need insurance in
your later years (for estate-tax reasons,
say, or because you have married a person
much younger than yourself and expect to
have dependents when you're past retire-
ment age), you may want to convert to a
cash-value form of insurance some day.
(You may rest assured that the insurance
company will urge you to do so no matter
your need; many companies conduct
yearly campaigns urging term policyhold-
ers to convert to a cash-value type of
insurance.)

We-believe that very few people will
have a good reason to convert. But since

insurance at lower costs than they do.

In Massachusetts, a consumer can
buy only $60,000 of life insurance
from a savings bank. In Connecticut, a
consumer can buy an individual policy
for up to $30,000 or a group policy
for up to $60,000.

In New York, savings banks can
offer only $50,000 of individual cover-
age. But as of May 1, people who live
or work in New York who have an
account at a savings bank can buy up
to $250,000 worth of group Savings
Bank Life Insurance from the bank.
Not every savings bank will be offer-
ing group SBLI policies in May, but
most or all savings banks will proba-
bly begin to offer them over the next
several months.

We strongly advise New York resi-
dents to put Savings Bank Life Insur-
ance high on the list of policies to con-
sider for all their insurance-protection
needs. Massachusetts and Connecti-
cut residents should consider the sav-
ings banks in their states as a possible
source for at least part of their
needed coverage,
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“High level protection at affordable
rates.” ““No cancellation for poor
health.” “Monthly rates will never go
up.” “No physical normally

required.”

The bait for mail-order term poli-
cies looks tempting. These policies
offer an easy way to buy life insur-
ance. You simply select the amount of
coverage you want, answer a few
questions about your health, and
return a form to the insurance com-
pany via the nearest mailbox.

You can easily buy mail-order term
policies through trade and profes-
sional organizations or through finan-
cial institutions that pitch them to
their members or credit-card custom-
ers. You may regularly discover such
offers in your mail.

To see how mail-order policies
compare in cost with the individual
policies we rated, we calculated the
interest-adjusted net cost indexes for
four of them: an American Interna-
tional Life policy sold to Citibank Visa
customers, a Fireman’s Fund policy
sold to American Express and Chase
Manhattan Bank Visa card holders, a
Consumers United Insurance Co. pol-
icy sold to members of the National
Organization for Women, and a Home
Life policy sold to members of the
Association of MBA Executives.

The merits of the mail-order poli-
cies we examined appeared to depend
mainly on the buyer’s age. While the
mail-order policies were generally as
good as the best individual policies for
25-year-olds, they were costlier than
many individual policies for the older
age groups.

A 25-year-old man or woman want-
ing $50,000 of coverage couldn’t go
wrong buying a policy by mail from
any of the companies in our sample.
The policies were as inexpensive as
the top-rated nonparticipating policies
in the Ratings. (All the mail-order pol-
icies were nonparticipating.)

But 45-year-olds could do better
elsewhere. If the policies for 45-year-
olds were inserted into the Ratings of
individual policies, the vast majority
would rank in the bottom half. For
example, the Fireman'’s Fund policy
for a 45-year-old man buying $50,000
of coverage has a 10-year cost index
high enough to put the policy close to

the bottom of the list. The American
International Life policy for a 45-
year-old woman buying $50,000 of
insurance also ranks near the bottom.
All the companies except Fireman's

Buying term policies through the mail

Fund have unisex rates; that is, men
and women are charged the same
rate. So females don't get a break as
they do with most individual policies.

Many companies offering mail-
order policies don’t go to great
lengths to check your physical ail-
ments and health habits. The more
stringently a company checks out its
applicants, the less convenient the
buying process is. With mail-order
policies, convenience is a big selling
point. Since they don't expect all their
prospective policyholders to be in tip-
top shape, the mail-order companies
must charge rates that are high
enough to cover the additional losses
that will result when some of these
people die. “You have less flexibility
to set a rock-bottom price for the per-
fect risk,” says Jon Stuffilebeem, sen-
ior vice president of Home Life Insur-
ance Co.

When you're deciding whether to
buy one of these policies, be wary of
certain statements sellers make.

“Your NOWIife coverage cannot be
cancelled if your health changes,”
says the NOW brochure advertising
the Consumers United Insurance Co.
policy. “Even if your health fails or
you're in a terrible accident, your
insurance is guaranteed to continue,”
boasts a letter from American
Express pitching the Fireman’s Fund
policy.

While it may be true that those pol-
icies won't be cancelled, such state-
ments imply that other life-insurance
policies might be cancelled if your
health deteriorates. Not so. As long
as you don’t misstate some important
fact on your insurance application,
individual policies can’t be cancelled
either. After an individual policy has
been in force for two years, it can't be
cancelled except for nonpayment of
premiums.

Watch out, too, for meaningless
price claims. “A 39-year-old male
American Express Cardmember pays
only 63 cents daily for $100,000 of
life insurance. That's little more than
the cost of a cup of coffee,” Joseph
Mundy, the insurance officer at
American Express, wrote to card-
members in urging them to buy the
Fireman'’s Fund policy.

Pitches like that hardly describe
the true cost of the policy over time.
For mail-order policies, as for others,
the proof of the pudding is in the
interest-adjusted net cost index, not
in the number of pennies per day.
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you don’t necessarily know in advance
whether you’ll be one of those people, we
recommend that any term policy you buy
should be convertible at least until you
reach age 60.

The convertibility clause often varies
quite a bit from one policy to another. You
should read the clause with these ques-
tions in mind:

How long is the policy convertible?
In general, the longer the period during
which conversions are allowed, the more
expensive the conversion privilege is
likely to be. That cost, however, is not
expressed separately; it's buried in the
policy’s overall cost.

In our study, the twd policies from
National Life of Vermont, for example,
have very different policy conversion pro-
visions. The Yearly Renewable Term- 15,
which ranks among the top policies in the
Ratings, allows a policyholder to convert
only during the first two years. The com-
pany’'s Yearly Renewable Term - 100,
which ranks somewhat lower, lets policy-
holders convert until they reach age 85.
Obviously, the latter policy is more desir-
able if you think you'll need insurance
even after retirement.

What is the policy convertible to?
Some are convertible to a garden variety
whole-life policy, others to a universal-life
policy, others to both. The more options,
the more flexibility you will have if you do
wish to convert the policy.

Do you get any credits when you
convert? Some companies persuade you
to trade in your term policy by offering
inducements such as credits toward the
new policy’s first-year premium. How
large are those credits? Are they guaran-
teed?

Questionable riders

Two riders agents may try to sell you are
a “‘waiver of premium”’ rider and an "‘acci-
dental death” rider. We don’t recommend
either.

The waiver of premium rider is
really a miniature disability policy that
pays your life-insurance premiums if you
become disabled and are unable to pay
them. The cost of this rider is usually
from 2 to 5 percent of the cost of the
underlying policy, though it can cost con-
siderably more. The exact cost depends
on your age, your sex, and how gener-
ously worded the rider is. If you have
disability insurance—and we think most
people should—you don't need the dis-
ability rider. Since some companies have
routinely sold the provision in their poli-
cies, we included the waiver provision in
calculating the cost of the policies in our
study.
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Costs at a glance

The accidental-death benefit pays
survivors double or triple the face amount

the policy if you die in an accident
rather than of natural causes. This rider
also goes under the name ‘‘double indem-
nity.” Some agents like to tack it onto
policies—at an extra cost of perhaps $100

year on a $100,000 policy—even
though the rider makes little sense.
Remember, you need enough insurance to

protect your family if you die tomorrow—
no Jess and no more. What causes your
death is irrelevant.

Supposing you are adequately insured
anyway, is the gamble of the accidental-
death benefit worthwhile as an extra jack-
pot for your heirs? We'd say not. Insur-
ance-company statistics indicate that only
about 6 percent of policyholders are killed
in accidents.

Before you shop for a term policy, be sure

fill out the needs analysis worksheet on
page 376. Then keep in mind the follow-
ing points:

1. Use our Ratings to find a policy that's

bargain for you. Look for the amount of
insurance ($50,000 or $200,000) that
more closely approximates your need.
(The box on this page will help you com-
pare prices for policies with face amounts
different from the ones we studied.) Then
zero in on the table for your sex and
approximate age. If you live in Massachu-
setts or New York, consider filling as
much of your insurance need as possible
with Savings Bank Life Insurance, since

rates for those policies tend to be
quite low.

2. Look for a policy that offers a good
value whether you hold it for 5, 10, or 20
years. You can’t necessarily predict your
insurance needs far in the future. That's
why our worksheet is based on the
assumption that you will die tomorrow,
and why we recommend periodic review.

3. Don’t be put off if an agent dispar-
ages term as ‘‘temporary” insurance
you'd want only to cover a mortgage or a
business loan. Term insurance can often

renewed well into old age, if you need

In any case, term premiuzns are lowest
during the time when your children are
young and you need a lot of protecuon, if
the insurance itself is “temporary,”
too, in all likelihood, is your need for a lot

it. Don’t be intimidated by anagent who
says people buy term only if they can’t
afford something better. Think instead
that with the money you're saving you can
afford to buy more protection for your
family.

4. Ask to see the interest-adjusted net
cost index for the policies you are consid-
ering. (In many states, an agent is
required to furnish it to you on request.)
Use it to compare similar types of policies.

the agent refuses to give you the index
number or tells you it’s too technical to
understand, go elsewhere. We don't think
you'd want to do business with such a per-
son. Term insurance is almost a commod-
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ity product like grain; the basic difference
is price. Therefore, price should be the
major consideration in buying it.

5. If you choose one of the highest-
rated policies on our lists, you may have to
insist that an agent sell it to you. Compa-
nies rarely compensate their agents gen-
erously for selling inexpensive policies, so
the agents may not be in any hurry to
bring exceptionally good buys to your
attention.

6. Don’t focus on the initial premium or
the length of the term. Remember, term
insurance premiums rise, and a low first-
year premium or a long term without a
premium increase doesn't necessarily
mean the policy is inexpensive over 10 or
20 years.

7. If you pay for your policy monthly,
quarterly, or semi-annually, you'll pay
more than if you pay the premium once a
year. You are in effect financing your pre-
miums somewhat as you would a credit-
card purchase,

8. If you want a revertible policy, pick
one that would prove inexpensive even if
you got sick.

9. Check the finandal stability of any

" life-insurance company before buying its

policies, by looking up the company’s rat-
ing in “Best's Insurance Reports,” a
publication found in many libraries. We
recommend buying from a company rated
A or A+. All but three of the companies
in our Ratings meet this standard. ITT
Life and Massachusetts Indemnity were
rated B+ in the most recent edition.
Union Labor was rated B. A high rating, of
course, is no guarantee that a company

.won't fail, but it should be a good indica-

tion. Likewise, a low Best's rating does
not necessarily mean that a company is in
imminent danger of collapse.

10. Unless you're certain that you have
only a short-term need for coverage,
select a term policy that is renewable at
least to age 65. That may be especially
important as some companies bring out
new generations of term policies that run
for, say, 10 or 15 years and can't be
renewed after that.

If you're looking for a policy that has
a face amount different from the ones
we looked at, or if you're considering
a policy we didn't rate, the table
below will help you tell at a glance
whether the policy is a good, bad, or
mediocre buy. The table gives the
highest, lowest, and median 10-year
indexes for the $50,000 policies we
studied.

First, have the agent give you the
interest-adjusted net cost index for
the policy you're considering. Sup-
pose, for example, you're a 39-year-
old female buying a $120,000 nonpar-
ticipating policy. The agent says the
10-year index is 2.43. That index rep-
resents the cost per thousand dollars
of coverage over the 10 years.
Remember, the lower the index the
less expensive the policy over time.

it’s possible the agent will give you
the index expressed as a dollar figure,
which shows how much the policy
costs you each year of the index
period. Suppose the agent had told
you that the 10-year index was $292.
In that case, you can simply divide the
dollar figure by the number of thou-
sands of dollars in the policy’s face
amount to get the index number
(3292 + 120 = 2.43).

Once you have the index number,
took on the table for your sex and the
kind of policy you have. Then find the
age closest to yours and compare
your index with the ones in the table.
In our example, you would find that
the index for her policy was a little
lower than the median index for a 35
year-old woman buying a nonpartici-
pating policy. The policy is a fairly
mediocre buy.

Lowest Median  Eighest
cest cest cost
Male rates, participatiag
Age 25 147 228 4.16
Age 35 196 292 549
Age 45 332 558 9.99
Make rates, soaparticipating
Age 25 149 259 362
Age 35 211 345 493
Age 45 445 657 1040
Female ratss, participating
Age 25 129 213 385
Age 35 1.80 259 5.01
Age 45 332 467 9.11
Female rates, nonparticipating
Age 25 145 234 334
Age 35 166 297 452

Ageds 337

566 1790
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“Ratings— .

Term insurance

Listed in order of estimated overall cost,
based on 5-year, 10-year, and 20-year
cost estimates, weighted equally. Policies
marked with an asterisk are available to

$50,000

“preferred risks” only. Revertible poli-
cies are shown in color; RH indicates the
estimated cost of such a policy when the
buyer remains healthy; RU indicates the

: Age 25

estimated cost if the buyer's health
worsens midway through the period ana-
lyzed. All rates shown are for nonsmok-
ers; smokers' rates are generally higher.

Nonparticipating

Male

Female

Relative cost

COMPANY NAME POLICY NAME
Massachusetts indemnity & Ufe  Anaual Renowabie Term 100 $ss8 149 @ O O s$58 1490 O O
Flrst Colony CAgS* i w0 179 © O O 2 184 @ @ ©
Federal Kempor 795 % 180 O 0 © 0 180 @ @ ©
Wasbington National Anausl Ranewabla Term 90 7 199 @ 0 © 7 174 6 O ©
01d Line Life LT-10H) % 157 @ O © % 1m0 O ©
01d Line Life .10y u 157 @ 0 © 4 1867 0 O O
American Agency Uife Ten Year Renewabie & Convartibie Term ® 0w 2020 6 6 © 100 200 & ©
American Agency Life 5 Year Renawablo & Convertibie Term® 9 20 0 0 © 97 15 & @ O
United investors Vitalila Annus! Renewable Term 10 20 @ O © 8 181 O © O
Nerthwestern National LT-10[RH] w04 200 @ O © 104 20 8@ & ©
Northwestern National  + 110U i 200 © 0 © 104 208 & & @&
Great Southera Termpacer 83 214 O & & g2 2030 & &
First Calony Select 20 (1H] 8 220 @ & & 91 221 & & @
Sun Life of Canada Nova Yearly Renawable Term 107 2 & & & 109 220 & @& O
First Colony [ZED w 227 & & & w 226 O O @
Liberty National Annually Renswabis Term 113 232 & & @& 106 216 & & &
Life of Virginia Yearty Ranewabie Term 08 24 & & @ 101 218 & @& O
Manufacturers Life Seloct 10 100 23 & & & 03 238 O O O
First Colony Select 20 RU) 89 220 O & @ " 21 & & @
DS Yearly Renowabio Torm 120 250 O O @ 1" 27 0 O O
United investors Adjustable Annual Renawabie Term 120 283 O 0O & 13 229 O O @
State Mutual Yearly Rgnewabie Flaxterm Lavel Term 120 250 O O O 109 22 O O O
Alexander Hamifton 5 Year Lavel Term 12 259 O O O 118 22 O O O
] Co. Adiustable Prem. Annual Torm 12¢ 262 O O O 12 254 @ O O
Guardsman Yearly Renowable & Convertible Term 126 260 O O O 125 264 @ @ @
Travelers § Year Lovel Term = 191 286 @ @ O 4 291 @ @ @
Fort Dearborn Anaual Renewabls Term 1w 280 @ @ O 135 275 @ @ @
Farmers New Worid 5 Year Renewabio & Convertitée Term 139 290 @ @ © 1210 250 O O @
Crown Uife Selact Yearly Renawable Term 1226 3066 @ @ @ 120 310 @ @ @
Crown Ufe Yearly Renewabie Term 151 306 @ @ @ 153 30 @ @ @
T Life 5 Year Renewabie & Convertibée Term 140 310 @ @ @ 133 290 @ @ O
United Life & Accident Yearly Renewabie Term 149 311 @ @ © 47 306 @ O O
Crown Life . 5Year Ranewable Term % 33 @ @ © 157 318 @ @ @
M 0 Hy & Life  Modified Term 7 362 @ @ O 29 334 @ O O

) I 4
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COMPANY NAME POLICY NAME

New York Savings Bank 5 Year Renewabie & Convertidle Term
Metropofitan One Year Term with Promium
Northwestern Mutual 10 Year Porm—increasing Pramium
Mi Savings Bank - Yearly Renewable Term

Unlon Central Annual Renewable Term to 100
National Life of Vermout Yearty Renewabls Term—15

Northwestern Mutua!

Term to Age 70~—increasing Premivm

-]

-]

-]

-]

-]

-]
e o
Massachusetts Savings Bask 5 Yasr Rengwabls Term ® o
Phoenix Mutual Annual Renewable Term to Age 70 e o
Union Labor Annusl Renawable Term e e
Aid A ion for Luth Yearty Torm e &
National Life of Vermoat Yearly Renswable Term—100 & O
New York Life Increasing Premium Term to Age 70 O o
General American Yearly Renewabls Term 1o §5* O O
Home Life Yearty Ranewable Term to 75 O O
Western & Souther Life Annual Renewable & Convetibie Tem [ON-)
Massachusetts Mutual 5 Yoar Renewabie Term O ‘)
Minnesota Mutual Adjustable 1l @ O ©
General American Yearty Renowable Term to 70* O O [¢]
Unioa Lador 5 Year Lavel Term O O O
Mutual Benefit Life Yearly Rengwable Term ®& O 9
New England Mutual Yearly Resewable Term to Age 95 (0] O O O
General American Yearly Renewablo Term 10 95 ®& O @
General Americas Yearty Renewable Term to 70 O O O
Astna Flexi-Term O O O
Connecticut Mutus! Yarty Renawabie Tarm O O O
Matual of New York Yearly Renowabla Term O O @
New England Mutual Yeariy Renewadie Term lo Age 95 [RU] O @ @
New England Mutval 5 Year Rongwabie & Convertible Term @ @ @
Massachusetts Mutval Yoarly Renewable Term @ @ O
Minnesota Mutuel Convertible Annual Rengwabie Tarm [~ =T~
Connecticut Mutaal Yearty Rengwabdle Term—7 ® - -
Teachers iIns. & Aanully Assoc. 5 Yaar Renewable Term @ @ O
Southern Farm Bureau 5 Year Renawabie Term ® O @
Metropolitan § Yoar Renowablo & Convertidle Term 6 262 @ @ ©
Guardian Life Yaarly Renewable Term—Scheduled® w 282 @ @ @
Western & Southern Life 5 Year Renowable & Convertibie Tarm 6 32 @ @ O
Guardian Lite Yearly Renewable Tarm—Maximum ® “w 3 @ @ O
Jobn Hancock Mutoal Yearty Renewable Term 174 3560 @ @ @
Guardian Life Yearty Ronowable Term—Scheduled 188 367 @ @ ©
Guardian Life Yearly Renewable Term—Meximum 8 46 @ @ O
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$50,000

Nonparticipating

Female

Relative cost

COMPANY NAME POLICY NAME
Massachusetts Indemaity & Life  Annual Renewabie Term 100 ses 211 @ O ©O $64 211 @ © ©O
0id Line Life LT-10 (1) 10 225 @ O O 8 198 © © ©
First Colony CA95* 14 226 © © © M 200 @ © ©
Foderal Kemper ™5 115 230 6 © © 105 210 © © ©
Norihwestera Natioaal (r.10/0H) 17 227 @ O © 10 221 @ © O
Northwestorn Nations! LT-10 (RY 1w 237 @ © © 10 221 @ © ©
United lavestors Vitakite Annual Renewabie Term 107 2 © © © w 228 © © ©
Washington National Annual Renewable Term 90 0 259 © @ & % 19 @ O ©
Great Southern Termpacer 67 260 O © @& s 238 © O O
First Colony Selact 20 1N 93 300 0 & & % 22 @ & O
Manufacturers Life Select 10 10 317 & @& © 107 260 & & @
Od Line Life LT 10 R 10 278 & @ O 98 22 & @ @
American Agency Life 5 Yoar Renewable & Convertiie Term® 122 200 @& @& @& 05 226 @ © ©
Life of Virginla Yoarty Renewable Term s 292 & & & 108 260 & @& (O
First Colony CA99* 125 200 @& @& & 122 218 O @& O
ios Yearty Ranowsbie Term 130 208 & & @& 128 25 O O O
United Investors Adjustabie Annual Renawable Term 130 200 & @& & 12 24 0O ®& &
Liberty Naticasl Annualy Renawablo Term 122 303 84 & & 116 280 @& @& @&
Sun Life of Canada Nova Yearty Renewable Term 130 314 & & & 19 2919 & O O
American Agency Lifs Ton Yoar Rengwabis & Convertivle Term'® 138 21 O & @& 0 217 @ O ©
First Colony Sefoct 20 RY) 93 300 @ & @ % 272 @ & @
Travelers 5 Year Lavel Toem 155 342 O O & .1 330 @ @ O
State Mutus! Yearly Renewable Flexierm Leve! Tem 135 32 O O O 120 22 O O O
Coatinental Ce. Prom. Annual Term 142 345 O O O 13 28 O O @&
Fort Dearborn Annual Renewable Term 15 348 O O O 152 34 @ © @
Alexander Hamitica 5 Yaar Level Term 152 353 O O O 139 39 O @ @
Crown Life Salect Yearty Renawable Term 12 358 O O @ 133 353 @ @ ©
Crown Life Yearly Ronewabie Term 158 3713 @ @ @ 1% 339 @ @ ©
Guardsman Yaarly Renewable & Convertidle Term 148 388 @ @ @ 142 313 O O O
United Uife & Accideet Yearty Renawable Term 170 413 @ @ @ 6 387 @ @ ©
Crown Life 5 Yaar Renawable Term 187 419 @ @ @ 178 388 @ @ @
Farmers New World 5 Yoar Renawable & Convertivle Term 182 411 @ @ © 152 340 @ @ @O
11T Lite 5 Yoar Renewabio & Convertible Term 199 466 @ @ @ 183 3¢ @ @ O
Massachusetts Indemaity & Life  Modifled Term 2 493 @ @ O B 452 @ O O
&
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$50,000

Male

Participating

Female

Relative cost

&
&

N

RS

&} Relative cost

& /&
S QA
COMPANY NAME POLICY NAME N/%
Massachusetts Savings Bank 5 Year Rengwable Torm si21” 1956 @ @ O s 155 O O O
Metrogolitan Ona Yoar Term With Pramium Adjustment 8 179 © O © 2 100 O 0 ©
Massachusetis Savings Bask  Yoarly Renewabia Term 4 198 O O O “ 199 0 © O
New York Savings Bask 5 Yoar & Convertile Term 4 20 © O O st 197 @ O ©
Northwestern Mutual 10 Year Torm—Increasing Promium 88 213 @ 0 © 2 1930 0 O
Union Ceatral Ancual Renewable Torm to 100 1B 22 O O © 7 o199 © O ©
National Life of Vermont Yoarty Renswable Torm—15 85 244 O & — s 24 O O -—
Northwestern Mutual Tarm to Age 70—Incrsasing Premium 100 248 & & & 3 223 O & &
Phoenix Mutual Annual Rengwablg Term o Age 70 8 252 & & & 6 231 & & &
Union Labor Annual Ranewabile Term B8 255 & & & 8 255 & O O
Massachusetts Mutual 5 Yaar Renawable Term 185 25¢ @ @& © w 249 @ O ©
Western & Southern Life Annual Renewable & Convertdie Term 114 258 O & 6 08 27 & & 6
General American Yearly Renswable Term to 95* 4 219 8 O O B9 240 & & &
National Life of Vermont Yearly Ronowable Term (o 100 % 200 & O O 7 233 @ & O
Aid Assoclation for Lutherazs  Yearty Renawable Term m 288 O O O w2 24t & O &
Home Life Yaarly Renswabie Term o 75 ws 28 O O O 1w 284 O @ @
Connecticut Mutual Yearly Renewable Term m9 284 O O O 106 240 & & A&
Minnesota Mutoal Adjustable Il 29 28 @ O © 18 239 @ ®& O
New York Life Increasing Premium Term to Age 70 2 20 ®& O @ % 259 & O @
Astna Floxt-Tarm 12 29 O O O 22 258 O O &
General American Yearly Renewabis Term to 70* 127 292 O O O 11 26 O O &
New England Mutual Yearty Resewable Torm to Age 95 [RH) 13 28 @ O O m 22 QO O &
Massachusetts Mutual Yearly Renewable Term 140 34 @ O O 139 299 @ @ O
General American Yearty Renswabie Term to 95 0 39 O O @ 2 20 ® O O
General American Yearly Renewable Term to 70 13 32 @ @ O 12 200 O O O
Mutual of New York Yearly Renewabie Term 08 35 O @ @ w 23 O O @
Minnesota Mutual Convertibis Annual Renswabie Term M 320 @ @ O 125 28 @ @ O
Union Labor 5 Yasr Lavel Term 5 32 @ @ O 51 321 @ @ @
Guardian Life Yearty Ranswabig Term—Scheduled'® 1w 2 @ @ O 131 288 @ @ O
Mutual Benofit Life Yaarty Renewable Term 102 330 & @ O 102 24 & @ @
Connecticut Mutual Annual Renewable Torm—7 12 —~ @ - - 126 — @ - -
New England Mutwal Yearty Rewewable Torm to Age 85 [RU] 13 347 @ @ © m 2% 0 @ @
Guardian Life Yearty Renawable Torm—Maximum'® 14 420 Q O © 13 N @ @ O
Metropolitan 5 Year Renswabie & Convertible Term 2 349 @ @ O 28 38 @ O @
Southern Farm Bureau 5 Year Rengwablo Term 19 357 @ @ O m 33 @9 @ @
New England Mutua! 5 Year Renewable & Convertible Tarm 186 380 @ @ © % 309 @ @ ©
Teachers Ins. & Annuity Assoc. 5 Yoar Renswable Term 9 407 @ O © 9 07 @@ @ ©
Western & Southern Life 5 yoar Renewablo & Convertible Term 18 41 @ @ © i 8 @ O O
John Hancock Mutual Yearly Renewabie Term M 4422 @ O O 187 399 @ @ ©
Guardian Life Yearty Renewabie Term—Scheduled 193 446 @ @ O % 413 @ @ ©
Guardian Life Yearty Renewable Term—Maximum 9 549 @ O O 0 500 @ @ O
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Male

Relative cost

COMPANY NAME POLICY NAME s
First Colony CA95* 22 445 O O O 169 37 © O ©
Northwestern National L1-10/0M] 21 460 @ © ©O 7% 365 @ © ©
Northwestern National L7-10 (RU] 21 460 © © © 17 35 @ © ©
0id Line Life LT-10 (RH] 21 460 @ © © 178 364 @O O ©
Massachusetts Indemnity & Life  Annual Renswabie Term 100 107 466 @ © © 0 46 @ © ©
UnMted Investors T Viailp Annual Renewabl Torm 178 5200 @ O © 137 385 @ © ©O
Federal Kemper 95 23 466 ®& © O 194 388 @& © O
Ule of Virginla Yearly Renowsble Term 8 5492 @ © @ 159 4% & & @
Graat Sovthern Tormpacer nw s00 @ © O 9 32 0@ O &
United Investors Adjustabie Annus! Renewsble Term 200 568 & @& @ 159 440 O © O
First Colony CA%9* 207 578 & & @ 185 543 & O @&
First Colony Sedoct 20 (Y] 1937 621 @ O © 131 551 @ O &
Maaufacturers Ufe Seloct 10 17 63 @ O O 148 464 O © O
Amarican Agency Life Ten Year Rengwabla & Convertidle Torm® 279 559 O & @ 193 388 & © ©
Washington Nationsl Annual Renowabie Term 90 194 587 @& QO @& 130 384 @ © ©
American Agency Life 5 Yoar Ronewablo & Convertidle Term® 2 52 & O & 83 32 @ © ©
Crown Life Seloct Yoarly Renwabla Torm 172 62 @ O O 159 560 @& O @
Travelers 5 Yoar Level Term 253 5688 O O @& 21 535 QO 0O @&
10S Yearly Renewabie Term 198 628 @& (O O 196 550 O O O
Union Labor 5 Your Level Torm 287 835 O O @& %7 635 @ @ ©
First Colony Select 20 [RU] 1379 521 @ O O 13 551 @ O @
Liberty Notiona! Annually Rengwable Term 21 641 O O O B 502 & @& &
San Life of Cansds Nova Yearly Renowabée Term 271 668 O O O 208 56 O O @
Coatinental A Co. Pram. Annwal Torm 236 688 O O O 185 486 & @& @
Fort Dearborn Annual Renawable Term 21 6% O O O %1 608 @ @ O
State Mutual Yearly Renawabia Flexterm Leve! Tarm 243 726 O @ @ 20 603 O @ @
Hamiton 5 Yaar Lovel Term 32 750 @ @ O %4 664 @ @ @
01d Line Life LT-101RY] 21 655 @ O @ 17 505 @ & @
Crown Life Yearly Rengwable Term 2 135 @ @ @ 22 613 @ @ @
Massachusati &LHe  Modified Term 511 810 @ @ @ “w 1M @ @ O
United Life & Accident Yoarly Ranawabis Term 267 820 @ @ @ %5 630 @ O @
Crown Life 5 Yoar Ranwable Term 27 79 @ @ O 2% 700 @ @ O
Guardsman Yearly Ranawablo & Convertidle Term 293 847 @ @ @ 20 602 O @ O
Farmers New World 5 Year Renewablo & Convertidie Tem B 917 @ O © 27 124 @ @ O
T Ute 5 Yoar Renewabio & Convartidle Torm 3 1040 @ @ O 3 79 @ @ O
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$50,000

Male

Participating

Relative cost

COMPANY NAME POLICY NAME
Massachusetts Savings Bank Yearly Renewable Term s149 3322 O O © sS4 332 @ O O
Massachusetts Savings Bank 5 Yoar Renewabée Term 22 349 O O O 222 349 O O ©
National Life of Vermont Yaarly Renewable Term—15 18 416 @ © — 118 416 @ & -~
Union Central Annual Renewabls Term to 100 118 421 @ O © ®w 34 O O O
Northwestern Mutual 10 Year Term—inreasing Premium 153 43 @ O © 1% 35 @ O O
Union Labor Annusl Rengwabie Term 1493 463 © O © 14 463 O O &
New York Savings Bank 5 Yoar Renewabia & Convartidie Term 159 463 O O & 151 393 @ & O
New England Mutua! Yoarly Resewabie Term to Age 95 [RH] 147 4% & & O 13 4217 O & ©
Metropotitan One Year Term With Premium Adjustment 140 469 & & & 5 360 @ © ©O
National Life of Verment Yearly Renewabie Term—100 139 512 0 @& O 12 433 @ O O
Phoenix Mutual Annual Rengwabls Term to Age 70 148 518 @& & & 12 430 & & &
General American . Yearly Renawable Term fo 95 1 526 & O & 119 415 @ & &
Connecticut Mutus! Yearly Renswable Term 9 52 O O & 162 422 & & &
Mutual of New York Yearly Renewable Term 134 52 & O O 121 41 & O O
Aid Association for Lutherans Yearty Renewable Term 20 59 O O @& 1 453 O O O
Guardian Lite Yearty Renewabls Term—Schedused * 1w 533 O O & 17 45 O O &
Aetna Floxk-Term 20 554 O O @ 65 435 QO & @
Western & Southera Life Anvual Renewable & Convertbis Term 173 519 O O O 14 4417 O O O
Massachusetts Mutoal 5 Yaar Renawabis Term 33 522 @ O O 3 43 @ O O
Minnesota Mutual Adjustable lf a9 533 @ O. © 3 3653 @ O ©
New York Life Increasing Premivm Term to Age 70 ‘140 559 & O @ 121 a4 & O @
Connecticut Mutual Yearly Renewable Toem—7 mw - O - - 17 - @ - -
Minnesota Mutual Convertible Annual Renawable Term 179 s&4a O O O 15 468 QO O O
Home Life Yearly Renswabée Term to 75 1 st O O O % 581 @ @ ©
General American Yearly Renewable Term to 95 ar 607 O @ O 122 452 @ O O
" New England Mutual Yearly Resewable Term to Age 95 [R] 147 630 O @ O 135 515 O @ O
Northwestern Mutual Tenm to Age 70—Increasing Premium 1 600 O @ @ 165 520 @ @ @
Ceneral American Yearly Renawabie Term to 70* 24 615 @ @ O am 8 @ @ O
Massachusetts Mutual Yearly Renewabie Term % 600 @ @ @ 245 510 @ @ @
Mutual Benefit Life Yearly Renewabia Term 17 65t O @ @ w 5.4 O @ @
General American Yearty Renawabie Term to 70 29 665 @ Q@ © 1% 520 @ @ ©
Guardian Life Yaarly Renewabie Term—Maximum 19 746 O @ @ 174 61 O @ @
John Hancock Mutual Yearly Renawabie Term 304 77 @ @ © 2% 63 @ O @
Metropolitan 5 Year Renawabée & Convertibie Term ¥ 650 @ O O xR 558 @ @ O
Southern Farm Bureau 5 Year Rengwable Term w0 69 @ @ © MU 526 @ @ @
Guardian Life Yaarly Renewable Term—Scheduled 23 185 @ @ © % 108 @ @ @
Western & Southern Lifo - 5 Year Renewabie & Convertibie Term 4 8 @ O O % 681 @ @ @
New England Mutual 5 Year Renowabie & Convertidle Term 34 859 @ @O © 22 63 @ O O
Teachers Ins. & Annuity Assoc. 5 Yoar Renewable Tern 19 91 @ @ © 19 an @ @& O
Guardian Life Yearly Renewabie Term—Maximum 23 99 @ O O % 8s¢« @ @ @
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Male
Relative cost

COMPANY NAME POLICY NAME

The 40 lowest-cost policies . :
Massachusetts Indemnity & Lfe  Annual Renewabls Term 100% si21 083 @ O O sz 083 O
First Coloay CA95® 208 14« O O O 28 109 O
Federal Kemper T35 20 1056 © © O 20 105s © O ©
M Indemnity & Life  Annual Renewsbie Term 100 155 111 @ O O 155 11 © © O
Fort Dearborn Select Annsal Reaewabie Torm [RH] 21 18 © O O 29 1.7 O O ©
177 Life Guarastoed Re-extry Anasai Resewabie Term(®M) 167 119 © O © 65 112 0 @ ©
North Amer. Co. for Life & Health  Leveisr—Curmunt Premiums ® 208 12 @ O © 2 120 & © O
Union Mutuaf Yoarty Renewable Term—70 28 1322 © O & 206 119 @ O O
Northwestern Natioss! LT—10 /K] 267 1« & O ©O %5 133 & © O
Northwestern Natioaal tTI—10 /0] %7 14 & O & % 133 & @ @&
Alaxandor Hamilom Annual Renewabie Term 100 8 135 © 0 O e 121 0 0 &
Travelers Yaarly Renewable Term 10 245 154 @ & _— .2 152 & O -
Integon First Class Torm i 2 146 & & & %0 137 & & &
Integon First Class Term [RH] %7 147 & & @& 25 133 & 6 &
Integon Fiest Class Torm U] % 147 & & & % 138 & & &
Uiacoin Natiosal LNL—~10 28 149 & & _ 248 138 & & _
American Agency Life 5 Year Renswable & Convertdie Term*® 8 149 & & & % 142 & & &
0id Line Life L1—10 (R¥] 2 149 QO & O 28 149 O & &
Jackson Hational Life Yearty Renewabie Term—100 25 150 & @& & 2% 152 & O @&
First Colony Select 20 (RH] 21 157 @ @& O 2 158 & O O
177 Life Cazranteed Re-eatry Anesal Rewwsde TermRU] 167 119 © © @ 185 114 © O @
American Agency Life Ten Year Asnewable & Convertiie Term 208 149 O & & 2% 141 O & @&
Frankiin Life " Challenger 90* 254 152 & & O 20 18 O O O
Southwestern Life Renalssance Annual Renewabls Term If 299 152 O & & 2 130 & O &
Philadelphia Life Electerm (AH] 2 152 O & @ 2 151 O O @
Southwestern Life Iz Tem 305 154 O O & 2w 135 &6 & &
Centinentel Assarance Co. Step 10 8 159 O & & 3 162 O O &
0id Line Life CES2 [RH] 228 161 & O O 2% 160 & O O
. Fort Deardorn Sedect Asaual Rosowable Torm U] 2t a1 @ O O 29 183 & O O
3 First Colony Select 20RY] 21 157 0 & @ w 158 & O O
Life of Virgiala : Yearly Renewable Torm 22 159 O ® O % 143 & & O
Federal Kemper SR22:84 (RH] 20 162 & O O 248 156 ®& O O
0/d Line Life (T—10/RY 28 149 O & @ 28 149 O & O
Franidin Life Challanger 90 218 168 O O O 292 169 O O @
Sun Life of Cansda Nova Yearty Renawable Term 27 188 O O O 7 1% O O O
Continental Assurance Co. Adjustable Pram. Annual Rengwabie Term s 168 O O O s 162 O O O
United fvestors Vilaiite Annual Renewable Term 27 168 O O O 27 144 & & &
State Mutual Execterm {|—Term to Age 75 (XK 0 170 O O O w 157 O O O
North Amer. Co. for Life & Nealth  Leveisr—Guarantsed Premiums * 2 1711 & O @ % 169 & O @
Liberty National Annually Renewable Term W 11 O O O 28 148 O @& @
The 6 highest-cost policles
Atoxander Hamilton 5 Yoar Lovel Torm 05 211 @ @ @ s 194 @ @ @
Guardsman Yearty Renewable & Convertis Tenn a0 25 @ @ @ 4 24 @ @ @
01d Line Life Preferred Asaual Renewable Term [RU] us 227 @ @ O B¥W 217 @ @ O
T Lite 5 Year Renswabie & Convertiis Term w 230 @ @ @O /W 24 @ @ O
Farmers New World 5 Yoar Rengwable & Convertid Term 500 263 @ @ @ 2 223 @ @ O
Crown Life 5 Yoar Ranewabio Term - 568 288 @ @ @ 5% 272 @ @ @
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N

- $200,000 ‘

COMPANY NAME

Male

Participating

Female

Relative cost

cost

POLICY NAME
Metropolitan One Year Term With Premium Adjustment 201 106 @ © © s 1010 © © ©
Northwestern Mutwal 10 Year Term—incraasing Pramium 2t 115 © © © 199 10 @ & ©
Home Lite Yearty Renewable Term to 75 17 117 @ © © 17 117 @ © &
Hatlona! Life of Vermost Yeary Tem—15 2020 1239 0 O -— 22 122 @ © -—
Union Ceatral Annus! Renswable Term to 100 19 125 © O © 9 125 @ O &
Southern Farm Bureas Annual Renewsbie Term® 24 132 @ © ©O 25 12771 @ © &
Equitadle Yearly Renewabie Term 29 135 @ © © 0 092 @ O ©
Northwestern Mutva! Term o Age 70- g Promium 67 13 & @ © 2 12 @ 0 &
Massachusetts Mutual Adjustabie Premium Term 29 146 & & @ 22 149 O O &
Bankers Life One Year Term N 142 & & & 58 121 @ O &
Aetas Floxi-Term 283 145 @& & @ 71 139 @& & @&
Massacbusetts Mutosl Yearty Renewabie Term B4 145 & & @& B 13 O & &
Mossachusetts Mutual 5 Year Tem w2 148 @ & @ 3w 19 O O
National Life of Vermont Yearly Torm—100 250 14 & @ O 199 114 @ O &
Phoenix Mutual Annual Rengwabis Term to Age 70 50 155 @& & (O 7 155 O O O
General American Yearty Renewable Term to 95 2 1556 & O O 24 135 @ ® O
Unloa Labor Annual Renewabie Term 27 156 ®& O O 21 158 @& O @
Minnesota Mutoal Adjustabie i 68 164 @ O O 4 12 O & O
Prudential Annually Incraasing Pramium Tem 1o 70 W 175 O O @& 29 13 & & &
Aid Association for L Yaarly Alons Term 313 18 O O O 29 124 @ 0 &
Mutual Benefit Life Yearty Renewabla Term 2713 162 & O @ 7 1465 @& O Q@
Minnesota Mutual Convartble Annual Rsngwabie Term 28 166 O O O %2 1522 O O @
Western & Southern Life Annusl Renewabls & Convertitie Term 320 166 O O O w 155 QO O O
John Hancock Mutual Prefarred Yaarly Renewable Term® u3 16 O O O m 149 0 0O &
Connecticut Mutual Yearly Renawable Torm—7 % — O — = % — O - —
General American Yearty Renowable Term to 95 52 1.3 & O @ 2 125 @ @ O
New York Life Incressing Premium Term to Age 70 2 169 O O @ 28 1139 @ @
Teachers Ins, & Annuity Assec. 5 Yaar Renswabio Term 22 112 0 O @ 2 112 @ @ ©
General American Yearly Renswable Term to 70 i 173 @ O O s 157 @ O O
John Hancock Mutual Yearty Renewable Temn W 18 @ O O W 161 @ @ O
Guardian Life Yearty Renawable Term—Scheduled ® %7 119 @ O O w 155 O O O
Unlon Labor § Year Lovel Torm B 12 Q@ © @ % 12 @ O O
Mutual of New York Yearly Renewabls Term 2 187 @ @ @ 2 14 @ O @
General American Yearly Renewsbis Term to 70 7 188 @ Q@ @ ™® 16 @ @ @
Connecticut Mutusl Yearty Renawabie Term B/ 190 @ @ @ 2 1R @ @ @
New England Mutual Yearly Reacwable Term to egv 95 [RN] 3/ 14 @ @ @ 3 155 @ @ O
New England Mutual Yearly Rezewable Term to Age 95 (] % 22 @ O © U3 208 @ O O
Guardian Life Yaarly Renewabls Term-Maximum® B 209 @ @ O m 18 O @ @
Southern Farm Bureas 5 Year Renewabls Term 510 217 @ @ @ 9 215 @ O @
Metropolitan 5 Yoar Rengwabio & Convertidle Tarm 00 224 @ @ © 8 210 @ @ ©
New England Mutual 5 Yoar Rengwabie & Convertibi Tam 49 22 @ @ O @ 25 @ O O
Cuardian Lite Yearly Rengwabio Tem—Scheduled 517 266 @ @ @ w 20 @ O O
Western & Southern Life 5 Yaar Renewabls & Convertdi Tarm 567 284 @ @ @O s49 274 @ O @
Guardisn Life Yaarly Renewabie Term—Maximum 517 314 @ @ O w 23 @9 0 O
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$200,000 Age 35 Nonparticipating

Male Female

COMPANY NAME POLICY KAME
" The 40 lowest-cost policies _
Massachusatts Indemaity & Life  Annusl Ranewable Term 100 1w 12 © O O s 12 6 O ©
Fort Dearborn Seloct Ansea! Rescwabie Term (1] %5 142 O O © % 145 O © O
North Amer. Co. for Life & Nealth  Levaler—Cumrent Premiums * 3w 142 O 0 © I 135 06 O O
First Colony CA9S* 8 152 © O O %52 12 @ O ©
Federal Kemper 195 o 14 6 0 © % 134 0 © O
Massachusetts Indamalty & Lie __ Annual Renewabi Term 100 mw 1.3 @ 0 @ 7 113 0 & &
Northwestern National LT-10 {RH) an 162 ®& O © 2 146 O O ©O
Northwestern National Lr-10 () a7 162 & © O 29 146 O © ©
0ld Line Life tT-10/RH} - 33 1.6 & O ©O 30 156 & @ O
Jackson National Life Yearty Renewable Term— 100 723 190 . & © % 162 O & @O
1T Uife Guarartood Re-astry Annsd) rmmy 227 193 @ & © 20 161 © © ©
Continental Assuranca Co, . Step 10 . 3% 18 O O ©O B 175 O & @
Lincoln National LNL-10 310 184 & @ — 36 175 & @&
Unlon Matual Yearty Renewsbie Term-10 2 185 @ & & 20 169 O & O
Southwestorn Lie & C Tem 337 192 & & O N3 174 & & @
" Traveters Yoarty Renswable Term 10 263 198 © & — %7 178 © & _
Philadelphia Life Ehectorm [RH] 32 199 @& & © 2 164 & & @O
Integon First Class Term [RH] 20 2070 & & O 278 188 @& & @
Integon First Class Term 226 196 & & & 2776 179 & @& (O
S Life Renaissance Annual Renewable Term It a7 w97 & & & 293 176 & & @
Integon First Class Torm [RU] 2 200 & & & 278 168 @& @& O
0id Line Life CEB2 (RH) 290 21 & O & 43 19 & O &
Fort Dearborn Seiect Auoual Resewable Term [RU] 255 22 @ O O % 214 © @ @
Foderal Kemper SR22/84 [RH] 2 229 & O & % 206 ®@ O O
T Uife & Recaty sonal Resonse TermRU) 227 193 © & @ 20 161 @ © @
Liderty National Annually Renewable Term B 200 O O & 2 192 O O ®
Franklin Life Challongar 0% 26 212 & O O 2% 193 & O O
UnHed favestors Vitaiife Annual Renswabie Term 31 216 O O @ 23 191 0 O &
108 Yearty Ranewable Term B 218 O O @& 5 215 @ @ O
Alexander Hamiton Annual Renewabie Term 100 . 28 29 @ O @ 202 166 @ & O
. Crown Life Salect Yearly Renswabie Term 220 2139 ® O -O 2 217 O @ @
UsHted Investors Adjustable Annual Renewable Term 224 O O & a 19 O O &
0id Line Life Praferred Anzual Resewable Term [RH] w 227 QO O & ¥ 202 O O &
First Colony Sedect 20 [RH] 27 231 & O O 257 210 ® @ @
Lito of Virginla Yearty Ranewabls Torm 3 217 O O O 8 194 ®& O @
fcan Agency Life Ton Yoar Rengwable & ConvenidieTem* 437 218 @ O @& 2 162 @ & O
American Agency Life 5 Year Ranewati & Convartbis Term * am 222 O O O 312 170 & & @
Great Southern Termpacer 2 225 O O O 2 1955 & O O
First Coloay cAg9* ‘B 229 O QO O % 212 @ @ @
Sin Life of Canada Nova Yearly Renswable Term 361 230 O O (o) 21 200 O [~ -]
The 6 highest-cost policies ’
Alexander Hamiton 5 Year Lovel Term 500 298 @ @ @ 5 260 @ @ O
Guardsman ' Yearly Renawable & Convertidle Term 38 300 @ @ O 8 252 @ @ @
e 5 Yoar Renewable & Convertidia Term 57 31 @ @ @ %7 296 @ @ @
Crown Life 5 Yoar Renewadle Term 659 313 @ @ @O 62 343 @ @ O
01d Line Life - Preferred Anaual Renewabée Terrs (RU] 8 34 @ @ O % 36 @ @ O
Farmers New World 5 Yoar Renawable & Convertibie Torm 672 34 @ @ © 553 313 @ @ @&
. 4
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$200,000 Age 35 Participating

Male
Relative cost

Female

COMPANY NAME

POLICY NAME
Metropolitan 0Ong Yoar Torm with Premium Adjustment s247 150 @ O © 23 133 @ © ©
Northwestern Mataal 10 Yoar Torm—Incraasing Pramium #5 160 @ O O 21 1410 O ©
Equitable Yearty Ronswabio Term 04 169 @ O O 25 115 @ 0 ©
Union Ceatral Annual Renewabie Term to 100 ‘200 1.7 @ © © 192 146 @ O ©
Home Life Yaarty Ranewable Term 10 75 28 184 @ & O 28 184 & O @
National Life of Vermont Yoarty Ranewablp Term—15 20 184 @ & — 20 184 @ O -—
Massachusetts Mutual Adustabie Premwm Term 314 200 & & @O 3 115 O @& O
Massachusetts Mutual 5 Yoar Renewabls Term w 172 @ O © % 14 @ © ©O
Southern Farm Bureay Annual Renewabls Term® 8 185 & & & 218 178 & @ QO
Bankers Life One Year Term 36 194 @& & & 28 162 Q@ & @&
Aetna Floxi-Term 25 198 @& & & 0 165 & @& O
Nortbwestern Mutual Term to Age 70—Increasing Premium 2% 199 @8 @& (O % 1n & & O
Western & Southern Lite Annual Renawabia & Convertble Term a 18 O & @& w7 180 O O &
Massachusetts Mutual Yearly Renswabls Term 02 205 & @& O 8 160 & & @
Prudentlal Annually Increasing Premium Term to 70 s 24 O O O W 11 O 0O &
Union Labor Annual Rengwabdla Term 25 218 @& O @ 275 28 QO @ @
John Hancock Mutusl Praferred Yearly Ranowable Tarm® 3 23 O O @& 28 161 @& @& @
General American Yearly Renewabie Term to 95% %4 219 @® O O 24 18 @& O &
Guardian Life Yearly Renewable Term— Scheduied® an 29 0 O & a9 188 QO O &
Phoenix Mutual Annual Rengwabie Term to Age 70 292 25 O O O 2 1 O O O
National Life of Vermont Yaarly Rengwable Term—100 2 220 & O @ 2 178 @ O @°
Minnesota Mutual Adustabie 1l 72 220 @ O © 8 M @ @& @
Minnesota Mutual Convertible Annual Rengwable Term 28 22 O O O 272 134 QO O O
Connecticut Mutoal Yearty Renewable Term—7 2 - O —_ — - =) — —
Aid Association for Luth Yearly Term w2 282 O @ O w 1839 O O O
Mutual Benefit Life Yeadly Renewabe Term 28 231 @& Q@ @ 291 190 & O @
Connecticut Mutual Yearly Renawable Tern % 28 @ @ O w 198 O O O
John Hancock Mutual Yearly Rangwabie Term ar 23 @ @ O ¥ 18 O O @&
General American Yearly Rengwable Term to 95 20 249 O @ @ 28 197 & O O
General American Yearly Renewable Term to 70* 48 247 @ @ © w 2009 O O
New York Life Incroasing Premium Term to Age 70 23 253 O @ @ W 21 O @ ©
New England Mutual Yoarly Resewabie Torm to Age 95 (11§ s 20 @ @ O ¥ 24 @ @ O
Mutual of New York Yearly Renewable Term WU 28 @ @ O W 22 @ @ @
General Amesican Yearly Renewable Term to 70 450 263 @ Q@ @ w 215 @ @ @
Guardian Lite Yearly Renewable Term—Maximum * m 332210 @ @ w214 O @ @
Union Labor 5 Yoar Level Term 527 284 @ @ @ 27 284 @ @ @
Southern Farm Bureau 5 Yoar Renewabie Term 650 302 @ @ © s 276 @ @ ©
New England Mutual Yoary B Torm to Age 35 [RU] I 39 @0 O O %7 258 @ @ @
Metropolitan 5 Year Renewab's & Coavertibie Term 838 312 @ O @ %6 281 @ @ @
Guardian Life Yearly Renewable Term—Scheduled 65 34 @ @ O 53 30 @ @ @O
New England Mutual 5 Year Renawable & Convertdie Term % 357 @ @ O 97 288 @ O @
Western & Southern Life 5 Yoar Renewabie & Convertidie Term 63 374 @ @ © 3 @ 0 @
Guardian Life Yearly Rengwabl Tarm—Maximum s65 446 @ @ @ 53 39 @ @ @
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LSS

Nonparticipating

Male
Relative cost

$200,000 |

COMPANYNAME POLICY NAME
The 40 lowest-cost policies
Fort Dearbarn Seboct Anrual Resewable Term{RiH] $459 278 s61 22 O © O
Massachusetts Indemnity & Life  Anrual Renewable Term 100% 283  3.18 263 38 @ © O
Jackson Nationa! Life Yoarly Renewatie Term-100 357 3.50 3 257 @ © O
Uiscoln National NL-10 50 370 © O — w8 20 0 © —
Integon First Class Term 91 38 O & © ¥ a7 06 0 &
M &Ufe  Annusl Renewadie Term 100 3 42 0 & O s 42 O @ O
Tmtegon First Class Term (RN] s06 431 @ & © 98 33 0 © O
Tategon First Class Term U] 506 431 O & © 38 343 0O O &
First Coloay cAgs® 0 30 O © © 2¢ 162 © O ©
North Amer. Co. for Life & Nealth Loveier—Currant Promiums * gs 3800 O O © 82 3 O © O
Northwestern National AT-10 (#H] 733 38 O O © 52 290 & © ©
0id Line Life LY-10/RH] 48 3%0 O © © 87 305 O © O
Federal Kemper 195 70 3% O 0 © 66 313 O © ©
Travelers Yaarty Renewabie Yorm 10 432 384 O & a2 38 O & _
Philadeiphis Life Electern [RH] 57 411 & & @ 44 290 O © ©
Southwestern Life ? dCoveridieTem 655 415 & & © 55 52 & & @&
177 Life GCuaranteed Re-estry Axseal fecewable TermH] 483 428 & @& @ 3B 42 W™ & @
Northwestern National LT-10RY] 733 385 O O & 552 290 & @ O
Liderty National " Annuel Renewable Term 50 422 O & © % 321 ® © ©
Southwestern Life Renaissance Annual Rengwable Term i se9 433 O & © 500 3s6s O & ©
State Mutus! Execterm l1—Term to Age 75 [RH] 627 452 O & © 559 35 O O @&
Federal Kempor SR2284 [RH] n 456 & & & 8 3% & O &
0id Line Uife Preferred Ananel Resewabie Term (RH)] 64 472 O & © 518 368 & & ©
Continental Assurance Co. Step 10 4 420 @ ® O 96 29 O © ©
Crown Life Setect Yoarty Renowabie Term ' 3 448 @ O O 415 3800 ® O O
Great Southern Termpacer W 450 ® O O 38 328 O & 0O
Lite of Virginia Yearly Renawable Teem s08 467 ® O @& w0 421 O O O
s Yearly Renewabie Term 605 47 & O & 595 406 @ O &
Fort Desrborn Select Aseaal Renewable Term [RU] 59 500 @ O O %1 43 @ O O
United Life & Accident Dynamic Asesal Resewable Term [RH] 3 500 & O & W a8 0O @ &
0id Line life CEB2 (RH] 2 533 & O & 3 400 & O &
First Colony Sedect 20 [RH] 03 548 @ @ & 75 47 ® @ O
Unhted Investors Vitalife Annual Renewable Term 635 483 O O & 71 358 & @& @
United Investors . Adjustable Annual Renswabée Term 60 491 O O @ 48 65 & @& ©
Franklin Life* Chatienger 90 66 493 & O O 38 O O O
Alexander Haroios Annugl Renawabie Yerm 100 8 495 © O @ 8 350 @ & O
First Colony cA99® 61 50s O O & 03 413 @ @ O
United Life & Accidewt Dynamic Amual Resewable Term [RU) 4w 500 & O O QW 42 0O @ ©
mtite Coaraniced Re-cetry Anmval Resemabie Tem[Rl) 483 428 & & @ ¥ 2 & & @
Union Mutual Yearly Renawable Term 70 95 470 & O @ 45 3 & @& O
Travelers 5 Yoar Loval Term 817 502 @ O @& % 43 @ @ O
The 6 highest-cost policies
Alexander Hamilton 5 Yoar Lovel Term 1091 692 @ @ @ %41 606 @ @ O
Guardsman Yearly Renewabia & Convertidle Term %0 724 @ @ @ 876 501 @ @ @
Crown Life 5 Yoar Renewable Term 127 153 @ @ @ 085 658 @ @ @
117 Lite § Yoar Renawabie & Convertitie Term 121 816 @ @ @ 9B 617 @ @ @
Farmers New World 5 Year Ronawable & Convertidle Term 134 890 @ @ @ 106 597 @ @ @O
04d Line Life Preferred Asasal Resewoble Term (RU) 634 94 @ O O 518 692 @ @ @
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$200,000

Male

Participating

Female

Relative cost

COMPANY NAME POLICY NAME <
National Life of Vermont Yearty Rengwabie Term—15 $s0 327 @ O — $350 327 @ & —
Southern Farm Bureau Annue! Renewable Torm' 04 373 O © © 548 350 & & ©
Union Central Annual Rengwabla Term to 100 38 376 O O © 28 29 0 O ©
Northwestern Mytast 10 Yesr Torm—increasing Premium 507.388 © © © @ 32z & 0 O
Equitable " Yearly Ranewsbie Torm 31 411 O ®& & us 252 @ O O
Prodential Annuall increasing Premium Tarm t 70 516 416 & @& © @ 35 O O &
Union Labor Annual Rengwabla Torm 95 425 & @& @ 495 425 @ @ O
Massachusetts Mutual Adjustable Premium Term 584 437 @& @& © 50 331 & & O
Metropolitan Ong Year Term With Premium Adjustment %5 422 & & O % 314 O & O
Cuardian Life Yoarly Te . 91 43 & & @ 4 353 0O & @&
Connecticut Mutual Yearty Renewablo Term—7 453 — & . 53 — @ - —
National Life of Verroont Yaarty Rengwabie Term—100 @ 452 O & O 74 319 & O @
General American Yearly Fanewatie Term o 95¢ 98 466 @ O & B4 355 @ & O
Aetaa Flexi-Term 617 446 O & & 473 33 & & @
New England Mutual Yearly Reoewable Term to Age 95 [RH] 513 459 O O © 45 330 @ O &
Home Lie Yearly Renewabée Term to 75 74 481 & O @& a7 481 @ @ @
Massachusetts Mutual 5 Year Renewsdle Term 082 407 @ & ©O 38 313 @ O ©O
Joha Nancock Mutual Profemed Yoarty Renewablg Term ¢ 81 464 O O @& 8 a5 & © ©
Minnesota Mutual Convertible Annual Fanawabie Term 506 474 @& O O 46 367 O O O
Connecticut Mutual Yearly Renewabée Term 68 47 QO O @& 558 358 O O @&
Bankers Life One Year Torm 64 454 O O O sa5 360 O O O
Western & Southern Life Annusl Renewsbis 8 Convertibia Term s99 461 O O O s 388 @ O O
Minnesota Mutual Adjustabis il w21 467 @ O ©O 1300 295 @ © ©
Ald Association for Lutherans Yearly Rengwabia Term 77 am @ O & 61s 400 @ O O
Mutual of New York Yearty Renowable Term 456 478 & O @ W 3 ® O @
Phoenix Mutval Annual Renswable Term to Ags 70 s 481 O O O 29 333 O O O
Massachusetts Mutual Yearly Ronewabls Torm g 511 @ O O 0 370 O O &
- New York Life Increasing Premium Term to Age 70 @® 520 @& Q@ @ w 437 O @ @
Mutual Benefit Life Yearty Renewabia Term 523 53 & @ @ a7 410 & O ©
Joba Hancock Mutual Yearty Renewablg Term 0 540 @ @ O 615 32 @ O @
General American Yearty Rengwabig Term to 95 8 547 O O (=] 384 406 & O O
Northwestern Mutual Term to Age 70—Increasing Pramism 651 55 @ @ @ 55 467 @ @ @
New England Mutual Yearty Renewable Term to Age 95 [RU) 513 592 @ @ O 65 478 @ @ @
Guardian Life Yearly Renewabie Term—Maximum'® 599 64 @& @ @O 4 50 O @ ©
General American Yaarty Renewsbia Term to 70* 4 570 @ @ @ 66 453 @ © ©
Teachers fns. & Annuity Assoc. 5 Year Renewabie Term 52 607 @ @ @ 52 607 @ @ @
General American Yearly Renewabie Term to 70 864 620 @ O @ 664 484 @ @ @
Southern Farm Buresy 5 Yaar Rangwatg Term 152 64 @ @ © 120 471 @ @ @
Metropolitan 5 Yaar Rengwable & Convertible Term 1515 652 @ @ @ 1252 520 @ @ @
Guardian Life Yearty Rengwabie Term—Scheculed % 658 @ @ @ 83 605 @ O @
Western & Southern Life 5 Year Rengwable & Convertibie Term 132 807 @ @ O Wwee 644 @ @ ©
New England Mutual 5 Yaar Rengwabla & Convertivle Term us1 828 @ @ @ 123 610 @ @O @
Guardisn Life Yearly Renawabia Term—Maximum % 8% @ @ O 3 1761 @ @ @
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Alphabetical summary table :

This table provides 10-year cost indexes company's term policies are low or highin ~ RH=Revertible policy analyzed on the
for every term policy in our survey, cost. For more detailed information, see  assumption that the buyer stays healthy;
including those not shown in the Ratings the Ratings on pages 386-397. Policies ~ RU=Revertible policy analyzed on the
for space reasons. It is arranged  marked with an * are available to  assumption that the buyer's health
alphabetically by company, and may serve “preferred risks” onl{q. Abbreviations: worsens midway through the period
to provide a rough idea of whether a  P=Participating; N=Nonparticipating;  analyzed.
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@ This is a “flexible premium” policy: see story. dent knowtedge of a conditon, we advise buying

[ This company is rated B+ for financial stability by Best's Insurance from a company rated A or A +. )
Reports, :fla{ia source CU considers reliable. Unless you have indepen- mLhis company is rated B for financial stabiity by Best's Insurance
6ports.

Continued
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Alphabetical summary table
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(@ This Is a “flexible premium" policy; 566 story.

@ This company is rated B+ for financial stability by Best's Insurance
Reports, a trade source CU considers reliable. Unless you have indepen-
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dent knowledge of & company’s financial condition, we advise buying
from a company ratedAor A+. '

This company is rated B for financial stability by Best's insurance
Reports.
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turns your medical history
and health habits into an
483 open book for the insurance
stry. No company would want to sell
you a policy if you were terminally ili:
You'd be not just a risk to the company,
but a sure loss. By contrast, companies
are eager to insure you if you are the very
model of vim, vigor, and vitality: The
chances of paying off on your policy any
time soon are slim.

Your occupation and even your hobbies
also affect how a company views you. If
you work as a stunt man or a window
washer, or if you like to sky-dive in your
spare time, you can expect to pay extra
for life insurance, or maybe even have
trouble getting it.

Insurance companies often play detec-
tive to learn as much as they can about
your health and habits. The rates you pay
reflect the kind of risk a company judges
you to be,

Medical sleuthing

The detective work begins with the
application you fill out. You answer a num-
ber of questions about your medical
history—whether you've been to a doctor
in the past year, whether you've recently
had X-rays, when you last smoked ciga-
rettes. Sometimes those answers are
enough for the company's underwriter to
assess you as a risk.

Often, though, the company wants to
check the facts for itself. It may ask that a
paramedic come to your house to measure
your height and weight, take your blood
pressure, and collect blood and urine sam-
ples. Or it may want you to take a physical
in a doctor’s office. (Either way, the com-
pany will pay for the exam.)

A person’s age and the amount of insur-
ance applied for determine whether the
company will ask for an exam and what
kind it will be. “'If a person is 45 or 50, a
company may not offer as much insurance
without an exam as it would if he were
25," says Kenneth Stelzer, president of
the Home Office Reference Laboratory,
which performs laboratory tests for most
of the insurance industry.

At Lincoln National, for example, a 25-
year-old can apply for as much as

CONSUMER REPORTS JUNE 1986
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pplying for life insurance

Areyoua
good insurance risk?

$250,000 of insurance without taking a
medical exam. A 40-year-old can apply for
$150,000. At New York Life, a 25-year-
old can usually get $1-million worth of
insurance without an exam; a 40-year old
can usually get only $200,000.

A company may also check to see if
there's a file on ‘you at the Medical Infor-
mation Bureau, an insurance~company
trade group whose members exchange
information about prospective policyhold-
ers. When you apply for life, health, or
disability insurance, you usually sign a
form giving the company permission to
turn over information about your medical
condition to the Bureau.

A company typically reports such
things as blood pressure, electrocardio-
gram results, and any illnesses you've
had. Sometimes it also notes your driving
habits, hobbies, and avocations, especially
ones that pose a risk to life or health,

If you once told a company you were a
skydiver, that fact is probably somewhere
in the Bureau's files. So the next time you
apply for insurance, remember to tell the
new company about your hobby, since
they’ll find out about it anyway.

A company might also learn about you
through an investigative report made by
the company itself or by an outside firm
like Equifax Services, an Atlanta-based
firm specializing in such reports. The
investigator will usually interview you
either in person or on the phone to con-
firm what you said in your application.
Often an investigator will also talk to your
spouse, friends, or business associates
about your habits and sometimes your
financial affairs.

In former years, investigators oftea
interviewed neighbors as well. These
days, according to Equifax, they don’t do
much of that, partly because neighbors

401
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don't know each other as well as they used
to some years ago.

Occasionally an investigator uncovers
something an applicant forgot to mention;
trips to the Middle East several times a
year, for example, or the pint of whiskey
sipped for dessert every day. Such facts
can be red flags to an insurer.

Investigators scrutinize your smoking
habits, since smoking separates good
risks from bad in the life-insurance busi-
ness. They might check your driving
record too; companies aren't keen about
insuring drunk drivers. “Some companies
routinely request that information; others
don't,” says John Rahiya, an Equifax vice
president. “‘We don't check it for a major-
ity of compames but more seem to be
asking for it.’

Measuring the risk

Once the company gathers information,
it “underwrites” you. That is, it deter-
mines what rate you'll pay—standard,
substandard, or preferred.

If you're a standard risk, you have no
significant health problems and your
chances of dying are about average for
your age group. In 1984, 87 percent of all
policies were issued at standard rates,

If you're a substandard risk, you have a
greater than average chance of dying
within the next few years. Someone who
has had heart surgery, for example, may
be a substandard risk. If you're a poor
risk, the company will restrict the amount
of coverage you can buy, or charge you
more for the insurance.

The amount of additional premium you
pay depends on the severity of your illness
or impairment. Someone with mild high
blood pressure would pay less than some-
one whose blood pressure was extremely
high and uncontrolled.

Companies turn down very few appli-
cants for life insurance—about 2 percent
in 1984. People with medical conditions
such as mild diabetes or some forms of
cancer would once have suffered auto-
matic rejection, Now they’re insurable,

albeit usually at higher rates,

One condition companies definitely
don’t want to insure is AIDS. A few com-
panies ask questions about the disease on
their applications and screen applicants

for it, using blood tests. Both steps are
controversial, and some states want to
prohibit companies from taking them, a
prospect that doesn’t thrill the industry.

“l know of no other disease where
we're prevented from learning about
adverse information the applicant aiready
knows,” says David Hopper, vice presi-

dent of reinsurance for Lincoln National.

“Preferred” rates are the best rates
that a company offers. To get them, you
must show that your risk of dying is much
lower than average. Not all companies
offer preferred rates, but those that do
often have stringent requirements for
qualifying.

Southern Farm Bureau, for example,
will consider your driving record and
whether you maintain a regular exercise
program in assessing you as a potenual
preferred risk.

At the North American Company for
Life and Health, you can't hold a pilot's
license and your parents must not have
contracted cardiovascular disease before
their 60th birthdays if you want to be con-
sidered a preferred risk.

At John Hancock, preferred means that
you are in exceptionaily good physical
condition with normal build and average
weight and height and that your family
history indicates above-average longev-
ity. John Hancock also requires that your
“financial stability, habits, character,
business, and home environment be of
high standard.”

Something to keep in mind about pre-
ferred rates, however, is that one com-
pany’s standard rate may be lower than

IR
Your insurance
application is not the
place to tell little
white lies. If you
misstate something -
important. .. you could
be putting your
dependents in financial
Jeopardy.

A

another company’s preferred. If you look
at the Ratings, you'll see that preferred
policies are scattered throughout, not
clustered at the top.

If you don’t smoke, most insurance
companies give you a price break. Non-
smokers almost always pay less than
smokers, often as much as 40 or 50 per-
cent less, depending on the kind of policy
they buy and the company's rating
schemes.

Some companies have smoker and non-
smoker rates in their standard class; some
also have both in their preferred class. At
other companies, the nonsmoker rate is
the preferred rate.

Former smokers can qualify for non-
smoker rates, To do so, you must usually
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have stopped smoking for at least a year.
All of the prices quoted in our Ratings
refiect nonsmoker rates.

Telling the truth

Your insurance application is not the
place to tell little white lies. If you mis-
state something important, such as a
major illness, and you die within two years
of taking out the policy, you could be put- .
ting your dependents in financial jeopardy.
The insurance company can deny all or
part of the claim.

Companies say they are not always get-
ting truthful information about applicants’
smoking habits. “We're seeing a higher
percentage of people applying for non-
smoker rates than we believe qualify,”
says Don Clough, a vice president at State
Mutual of America, the company that pio-
neered nonsmoker rates. Based on the
percentage of people in the general popu-
lation who smoke, companies say they

, should be finding more smokers among

their applicants.

Some companies are beginning to track
down fibbers by requiring tests for cotin-
ine, a byproduct of nicotine that lingers in
the urine for several days. Other compa-
nies are keeping close tabs on their agents
to make sure they are reporting accurate
information to the companies.

If you've lied about your smoking habits
and you subsequently die of lung cancer, a
company might reduce the amount they’ll
pay your survivors. Instead of receiving
the full face amount of the policy, your
survivors might get a sum that represents
what the premiums you paid would have
bought at the company’s smoker rate.

While you have an obligation to tell the
truth when you apply for insurance, the
investigative companies that keep files on
you also have an obligation to collect and
maintain accurate information, To see
that they do, the Fair Credit Reporting
Act gives you the right to see your files
and make corrections if necessary.

To obtain a copy of your record at the
Medical Information Bureau, write to the
Bureau at P.O. Box 105, Essex Station,
Boston, Mass. 02112. Or phone 617-426-
3660. The Bureau discloses medical infor-
mation only to a medical professional you
designate. It gives nonmedical informa-
tion to you directly.

To obtain a copy of your investigative
report from Equifax Services, contact the
local Equifax office listed in the telephone
directory. There are some 600 of them
around the country. You can also write to
the director of consumer affairs, Equifax
Services, P.0. Box 4081, Atlanta, Ga.

30302. ]
CONSUMER REPORTS JUNE 1986
32 of 32





