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8. Policy Value (continued)

The Monthly Deductions will be deducted on the Policy
Date and on each Monthly Anniversary from the
subaccounts and the Fixed Account on a pro-rata basis
in proportion to the current market value of each
subaccount and the value of the Fixed Account.
However, no monthly deductions will be deducted from
the Policy Loan Account. The Mortality and Expense
Risk Asset Charge will not be deducted from the Fixed
Account.

Net Amount at Risk. The Net Amount at Risk is equal
to the Basic Death Benefit at the beginning of the policy
month, divided by the Death Benefit Discount Factor,
minus the Policy Value at the beginning of the policy
month before the Monthly Deduction.

If the Specified Amount does not include Policy Value,
the Policy Value will be allocated to the initial Specified
Amount segment in order to determine the Net Amount
at Risk.

If there have been any increases in the Specified
Amount, the Policy Value will be allocated to the initial
Specified Amount segment for determining the Net
Amount at Risk. If the Policy Value exceeds the initial
Specified Amount, the excess will be allocated to the
increases in Specified Amount in the order of the
increases. Any increases in the Basic Death Benefit in
order to maintain the required minimum margin between
the Basic Death Benefit and the Policy Value will be
allocated to the most recent increase in Specified
Amount.

Cost of Insurance—The Cost of Insurance is

determined on a monthly basis. It is determined

separately for the initial segment as well as for each

additional segment created as the result of an increase

in the Specified Amount. The total Cost of Insurance for

a policy month is calculated as the sum of (a) multiplied

by (b) for each segment where:

(a) is the applicable Cost of Insurance Rate divided by
1,000; and

(b) is the Net Amount at Risk for that segment.

Cost of Insurance Rate—The Base Cost of Insurance
Rate is based on policy year and on the attained age,
sex, and rate class of each Insured. The Cost of
Insurance Rate for any increase in Specified Amount will
be based on the policy duration since the effective date
of the increase and on the attained age, sex , and rate
class of each Insured on the effective date of the
increase.

The Cost of Insurance Rate will be determined by the
Company as described in the Determination of
Nonguaranteed Factors provision. However, the rates
will not exceed those shown in the Additional Policy
CSO 2001(S)

A031634P

Specifications. Such maximum rates are based on the
2001 Commissioners Standard Ordinary Male and
Female Smoker and Nonsmoker Tables, Age Nearest
Birthday.

Expense Charges—The actual expense charges will be
determined by the Company as described in the
Determination of Nonguaranteed Factors provision.
However, these actual expense charges will not exceed
the maximum expense charges stated on Page 3.

Mortality and Expense Risk Face Amount Charge—
The actual Mortality and Expense Risk Face Amount
Charge will be determined by the Company as described
in the Determination of Nonguaranteed Factors
provision. However, this actual Mortality and Expense
Risk Face Amount Charge will not exceed the maximum
stated on Page 3.

Mortality and Expense Risk Asset Charge—The
actual Mortality and Expense Risk Asset Charge will be
determined by the Company as described in the
Determination of Nonguaranteed Factors provision.
However, this actual Mortality and Expense Risk Asset
Charge will not exceed the maximum stated on Page 3.

Determination of Nonguaranteed Factors—Cost of
Insurance Rates, Percent of Premium Charges,
Expense Charges, Mortality and Expense Risk Face
Amount Charge, Mortality and Expense Risk Asset
Charge, and Interest Rates will be determined by the
Company based on expectations as to future mortality,
investment, expense and persistency experience. The
Company will not adjust such rates or charges as a
means of recovering prior losses or as a means of
distributing prior profits.

Variable Accumulation Values—At any valuation time,
the current market value of a subaccount is determined
by multiplying that subaccount's accumulation unit value
times the number of subaccount units held under this

policy.

The number of accumulation units is determined by
dividing the amount allocated to the subaccount by the
subaccount’s accumulation unit value for the Valuation
Date when the allocation is made.

The number of subaccount accumulation units will

increase when:

(a) net premiums are allocated to that subaccount;

(b) amounts are transferred to that subaccount; and

(c) policy loans are repaid and credited to that
subaccount.

Page 9



8. Policy Value (continued)

The Monthly Deductions will be deducted on the Policy
Date and on each Monthly Anniversary from the
subaccounts and the Fixed Account on a pro-rata basis
in proportion to the current market value of each
subaccount and the value of the Fixed Account.
However no monthly deductions will be deducted from
the Policy Loan Account. The Mortality and Expense
Risk Asset charge will not be deducted from the Fixed
Account.

Net Amount at Risk—The Net Amount at Risk is equal
to the Basic Death Benefit at the beginning of the policy
month, divided by the Death Benefit Discount Factor,
minus the Policy Value at the beginning of the policy
month before the Monthly Deduction.

If the Specified Amount does not include Policy Value,
the Policy Value will be allocated to the initial Specified
Amount segment in order to determine the Net Amount
at Risk.

If there have been any increases in the Specified
Amount, the Policy Value will be allocated to the initial
Specified Amount segment for determining the Net
Amount at Risk. If the Policy Value exceeds the initial
Specified Amount, the excess will be allocated to the
increases in Specified Amount in the order of the
increases. Any increases in the Basic Death Benefit in
order to maintain the required minimum margin between
the Basic Death Benefit and the Policy Value will be
allocated to the most recent increase in Specified
Amount.

Cost of Insurance—The Cost of Insurance is

determined on a monthly basis. It is determined

separately for the initial segment as well as for each

additional segment created as the result of an increase

in the Specified Amount. The total Cost of Insurance for

a policy month is calculated as the sum of (a) multiplied

by (b) for each segment where:

(a) is the applicable Cost of Insurance Rate divided by
1,000; and

(b) is the Net Amount at Risk for that segment.

Cost of Insurance Rate—The Base Cost of Insurance
Rate is based on the policy year and on the attained age
and rate class of each Insured. The Cost of Insurance
Rate for any increase in Specified Amount will be based
on the policy duration since the effective date of the
increase and on the attained age and rate class of each
Insured on the effective date of the increase.

The Cost of Insurance Rate will be determined by the
Company as described in the Determination of

CSO 2001(U)

A031635P

Nonguaranteed Factors provision. However, the rates
will not exceed those shown in the Additional Policy
Specifications. Such maximum rates are based on the
2001 Commissioners Standard Ordinary Male and
Female Smoker and Nonsmoker Table B, Age Nearest
Birthday.

Expense Charges—The actual expense charges will be
determined by the Company as described in the
Determination of Nonguaranteed Factors provision.
However, these actual expense charges will not exceed
the maximum expense charges stated on Page 3.

Mortality and Expense Risk Face Amount Charge—
The actual Mortality and Expense Risk Face Amount
Charge will be determined by the Company as described
in the Determination of Nonguaranteed Factors
provision. However, this actual Mortality and Expense
Risk Face Amount Charge will not exceed the maximum
stated on Page 3.

Mortality and Expense Risk Asset Charge—The
actual Mortality and Expense Risk Asset Charge will be
determined by the Company as described in the
Determination of Nonguaranteed Factors provision.
However, this actual Mortality and Expense Risk Asset
Charge will not exceed the maximum stated on Page 3.

Determination of Nonguaranteed Factors—Cost of
Insurance Rates, Percent of Premium Charges,
Expense Charges, Mortality and Expense Risk Face
Amount Charge, Mortality and Expense Risk Asset
Charge, and Interest Rates will be determined by the
Company based on expectations as to future mortality,
investment, expense and persistency experience. The
Company will not adjust such rates or charges as a
means of recovering prior losses or as a means of
distributing prior profits.

Variable Accumulation Values—At any valuation time,
the current market value of a subaccount is determined
by multiplying that subaccount's accumulation unit value
times the number of subaccount units held under this

policy.

The number of accumulation units is determined by
dividing the amount allocated to the subaccount by the
subaccount’s accumulation unit value for the Valuation
Date when the allocation is made.

The number of subaccount accumulation units will
increase when:
(a) net premiums are allocated to that subaccount;
(b) amounts are transferred to that subaccount; and
(c) policy loans are repaid and credited to that
subaccount.
Page 9
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Statutory Reserves
Form VALJ-01(S)

Because the No-Lapse guarantee is embedded in the policy, the reserves will be the greater of the sum of the reserve calculated under tl
Commissioner’s Reserve Valuation Method (CRVM) for Flexible Premium Adjustable Variable Life and the reserve calculated using
Actuarial Guideline XXXVII (AG37) methodology or the Cash Surrender Value. The description and demonstration of the AG37
reserve can be found in the attachment to this memorandum.

The following items will be calculated at time of policy issue.
Guaranteed Maturity Premium (GMP) - The GMP is the level annual gross premium paid to the younger insured’s age 121, which will

endow the policy at the younger insured’s age 121. The GMP is calculated based on the underwriting classification of each insured, pk
of insurance purchased and policy guarantees including expense charges, interest rates and mortality charges.

Guaranteed Maturity Fund (GMF) - The GMF is an accumulation fund value defined for each duration using guaranteed expense charg
interest rates and mortality charges, and assuming the GMP's are paid.

Future Benefits (FB) - The FB are the Death Benefits associated with each of the GMF values, defined for all policy durations. These
Future Benefits are based on the Death Benefit Option (Specified Amount includes Policy Value or Specified Amount does not include
Policy Value) and the percentage of Policy Value factors in Section 8 of Form VALJ-01(S), if applicable.

Present Value of Future Benefits (PVFB|) - The PVFB at issue is the value of the future benefits, discounted for interest and mortality

that correspond to the valuation basis for the year of issue. The mortality used is based on the 2001 CSO Smoker and Nonsmoker
Mortality Table, Age Nearest Birthday.

PVFBI = 1 Zt=] to 121-x [(1x+t-l:y+t-1 - x+t:y+t) * FBt]
*

Ly it 100 (111
where:
x = issue age of the younger insured
y = issue age of the older insured

1x+t:y+t: number of joint and last survivor statuses remaining at duration t using valuation mortality
ij= valuation interest rate for duration k

SA = Specified Amount at issue

CRVM Expense Allowance (ECRVM) - The ECRVM jg equal to (a)-(b) where:

(a) is ( i) the net level annual premium for the contract as if issued at ages one year older with premiums payable one year less and
maturing at the same age, but not greater than (ii) a net level annual premium for a 19 pay whole life contract issued at ages one year
older.

. 1 121-x-1
i z x2(FB *vy % * +FB *y *
(D =0 t0 1212 42 Prorys qx+j+1:y+j+1 121x l2|-x—lpx+l:y+l )

3
*
; Y
Zitt0 121:x2 J-Px+l i1



(ii) ELRA * P

197 x+1 :y+]

where, ELRA is the Equivalent Level Renewal Amount

jad|
ELRA =3, FB  *v * *
10 to 121-x-2 ( 42 jpx+|;y+1 qx+j+l:y+j+l)

x+ly+1:121-x-1

and,

=A /a
]9px+1:y+l x+liy+l  x+ly+1:19

) is the net one year term insurance premium for the benefit provided in the first year.
FB * A
1 x:Ly+1

The following items will be calculated at each valuation date.

Cash Value (CV ) - The CVy is the accumulated fund value of the policy, at the time of valuation.

Net Surrender Value (CSV ) - The CSV,,, is the cash value of the policy less the surrender charge, if any, at the time of valuation.

Ratio (r) - equals CV;, divided by GMF,,. If the ratio r is less than zero or greater than one, then it should be set equal to one.

Future Benefits (FB) - Using the greater of CV,, or GMF,,, as a starting value on the valuation date, future benefits are calculated
assuming guaranteed interest, mortality and expense charges, with GMP's paid on the policy anniversaries.

Present Value of Future Benefits (PVFB,,,) - The PVFB at the time of valuation is the value of the Future Benefits, discounted for inter

and mortality using the valuation basis.

Net Level Premium Reserves (NLR;y)) - The net level premium reserves are equal to
((A) - (B)) * r where:

(A)is PVFB_

(B) is PVNLP = NLP * A,y 21 xm

where NLP = PVFB}/a
Xy 121-x

r is the ratio defined above.
CRVM Reserve (CRVMm) - The CRVM at time of valuation m is defined as follows:

CRVM
CRVM_=NLR -(E  *a *1)

Al

J 'I(X,fé{vé]len, F.S.A, M.LA.AA
AMPand Actuary

ax:yilZl-x




STATUTORY RESERVES
FORM VALJ-01(S)
SAMPLE CALCULATION
Male Age 55, Nonsmoker
Female Age 55, Nonsmoker
$200,000 Specified Amount
Issue Date = 7/1/08

Guaranteed Maturity Premium (GMP) = 4,295.77

Guaranteed Maturity Fund (GMF) - see attached Table

Future Benefits (FB) - see attached Table

Present Value of Future Benefits (PVFB{) - using 4% interest and the 2001 CSO Nonsmoker Mortality Table, the PVFB1 = 55,688.63

CRVM Expense Allowance (ECRVM)
(a) (i) the net level annual premium issued one year older = $3,112.39

(i) ELRA * P = $4,268.58
ELRA =$200,000

=.021343

19 x+l:y+l

(b) is the net one year term insurance premium

FB *A =3%0.62

1 xy:1
FB = 200,000
A =.0000031
xy:1

ECRVM =(a) - (b) = 3,112.39-0.62 = 3,111.76

Using a valuation date of 12/31/08, m=6.

Cash Value (CVyy) - Assuming an actual premium of $4,295.77, actual interest credited at 8%, and current cost of insurance rates, CV,
=$2,987.87.

Net Surrender Value (CSV,,,) = 889.07

Ratio (r) - CV,/ GMF,
GMF, = 2,407.75

r=2,987.87/2,407.75 > 1, therefore r = 1.00

Present Value of Future Benefits (PVFB,,,) -

PVFB; = 56,791.25

Net Level Premium Reserves (NLRy,) -



(A)-BN*r
(A) is PVFBg = 56,791.25

(B)isPVNLP=NLP*a .
where NLP =PVFB /a
1 xy: 121-x

= 55,688.63/18.89
=2,947.68

=18.25

x+my+m:121-x-m

PVNLP =2,947.68 * 18.25 = 53,785.52

NLRm = (56,791.25 - 53,785.52) * 1.00 = 3,005.73

CRVM Reserve (CRVMp,) -

CRVM CRVM
CRVM_=Max[0,NLR -(E  *a *1) + (12-k) *E *r ]

xtmiy+m:121-x-m

ax:y:ll]-x 12 a'x:y:1214x

=3,005.73 —-3,111.76 * 18.25/18.89 * 1.00
=0.32

AG37 Reserve (tTV| from Attachment) = 1,059.40

Statutory Reserve = MAX (CSV,,,,CRVM,,+ tTV|y) = MAX( 889.07, 0.32 + 1,059.40 ) = 1,059.72




Statutory Reserves

Form VALJ-01(1))

Because the No-Lapse guarantee is embedded in the policy, the reserves will be the greater of the sum of the reserve calculated under tl
Commissioner’s Reserve Valuation Method (CRVM) for Flexible Premium Adjustable Variable Life and the reserve calculated using
Actuarial Guideline XXXVTI (AG37) methodology or the Cash Surrender Value. The description and demonstration of the AG37
reserve can be found in the attachment to this memorandum.

The following items will be calculated at time of policy issue.
Guaranteed Maturity Premium (GMP) - The GMP is the level annual gross premium paid to the younger insured’s age 121, which will

endow the policy at the younger insured’s age 121. The GMP is calculated based on the underwriting classification of each insured, pl
of insurance purchased and policy guarantees including expense charges, interest rates and mortality charges.

Guaranteed Maturity Fund (GMF) - The GMF is an accumulation fund value defined for each duration using guaranteed expense charg
interest rates and mortality charges, and assuming the GMP's are paid.

Future Benefits (FB) - The FB are the Death Benefits associated with each of the GMF values, defined for all policy durations. These
Future Benefits are based on the Death Benefit Option (Specified Amount includes Policy Value or Specified Amount does not include
Policy Value) and the percentage of Policy Value factors in Section 8 of Form VALJ-01(U), if applicable.

Present Value of Future Benefits (PVFB|) - The PVFB at issue is the value of the future benefits, discounted for interest and mortality

that correspond to the valuation basis for the year of issue. The mortality used is based on the 2001 CSO Smoker and Nonsmoker
Mortality Table, Age Nearest Birthday.

PVFBI = 1 Ztrl to 121-x [(lx+t-]:y+t—l - x+t:y+t) * FBt]

*

1x:y Hk=l tot (1+IO

where:
x = issue age of the younger insured
y = issue age of the older insured

1x+t:y+t: number of joint and last survivor statuses remaining at duration t using valuation mortality
ix= valuation interest rate for duration k

SA = Specified Amount at issue

CRVM Expense Allowance (ECRVM) - The ECRVM g equal to (a)-(b) where:

(a) is ( i) the net level annual premium for the contract as if issued at ages one year older with premiums payable one year less and
maturing at the same age, but not greater than (ii) a net level annual premium for a 19 pay whole life contract issued at ages one year
older.

i 121-x-1
* *

i ) 2(FB_*v * * +FB v
(D 010 121:x:2 ( 2 Prrryet Dejriysin 121-x 21x1Pxerye1 )

J
. *
Ligwinixa V ij+, il



.. %
(ii) ELRA 19Px+l o1

where, ELRA is the Equivalent Level Renewal Amount

g+l

ELRA = I, * * *
Ziot0 121x2 (FBJ-+2 v Prrryrr - Dejerygejer)
x+ly+1:121-x-1

and,

19Pxeryer Ax+1:y+1/ax+1:y+1;|9
(b) is the net one year term insurance premium for the benefit provided in the first year.

FB *A

1 x:1y+]

The following items will be calculated at each valuation date.

Cash Value (CVy,) - The CV, is the accumulated fund value of the policy, at the time of valuation.

Net Surrender Value (CSV ;) - The CSVy,, is the cash value of the policy less the surrender charge, if any, at the time of valuation.

Ratio (r) - equals CV, divided by GMF,,,. If the ratio r is less than zero or greater than one, then it should be set equal to one.

Future Benefits (FB) - Using the greater of CV, or GMF,;, as a starting value on the valuation date, future benefits are calculated
assuming guaranteed interest, mortality and expense charges, with GMP's paid on the policy anniversaries.

Present Value of Future Benefits (PVFB,) - The PVFB at the time of valuation is the value of the Future Benefits, discounted for inter

and mortality using the valuation basis.

Net Level Premium Reserves (NLR,,,) - The net level premium reserves are equal to
((A) - (B)) * r where:

(A)is PVFB_

(B) is PVNLP = NLP * A, ey o121 oxem
where NLP = PVFBy/ a

xiy 121-x
r is the ratio defined above.
CRVM Reserve (CRVM,,) - The CRVM at time of valuation m is defined as follows:

CRVM
*

CRVM_=NLR -(E *1)

xtnry+m:12]-x-m

,«1/\%&0(,@»/\

Jay wellen, F.S.A., M.A.A.A
AV Actuary

ax:y:lzl—x




STATUTORY RESERVES
FORM VALJ-01(U)
SAMPLE CALCULATION
Age 55, Nonsmoker
Age 55, Nonsmoker
$200,000 Specified Amount
Issue Date = 7/1/08

Guaranteed Maturity Premium (GMP) = 4,539.67

Guaranteed Maturity Fund (GMF) - see attached Table

Future Benefits (FB) - see attached Table

Present Value of Future Benefits (PVFB) - using 4% interest and the 2001 CSO Nonsmoker Mortality Table, the PVFB = 60,039.47

CRVM Expense Allowance (ECRVM) -
(@) (i) the net level annual premium issued one year older = $3,462.98

(i) ELRA * P = $4,610.62

9 x+1:y+l
ELRA =$200,000

P =.0230531

19 xt+liy+l

(b) is the net one year term insurance premium

FB *A =8$0.76

1 xy: 1
FBl = 200,000
A =.0000038
xy:1

ECRVM = (a) - (b) = 3,462.98-0.76 = 3,462.22
Using a valuation date of 12/31/08, m=6.

Cash Vaiue (CV ) - Assuming an actual premium of $4,539.67, actual interest credited at 8%, and current cost of insurance rates, Cv,
=$3,182.49,

Net Surrender Value (CSV,,) = 925.29

Ratio (r) - CVy, / GMF,,
GMF, = 2,580.75

r=3,182.49/2,580.75 > 1, therefore r = 1.00

Present Value of Future Benefits (PVFB,y) -




PVFBg = 61,228.22

Net Level Premium Reserves (NLRy,) -

((A)-(B)*r
(A) is PVFB¢ = 61,228.22

(B)is PVNLP=NLP *a

x+my+m: {21-x-m

where NLP =PVFB /a
1 Xy i21-x

=60,039.47/18.34
=3,274.17

=17.68

x+miy+m:12¥-x-m

PVNLP =3,274.17* 17.68 = 57,889.59

NLRm = (61,228.22 - 57,889.59) * 1.00 = 3,338.63
CRVM Reserve (CRVM,,) -

_ CRVM CRVM
CRVM_=Max[0,NLR - (E" " *a *r) + (12k) *E *r ]

xtmiy+m:121-x-m

ax:y:lZ]-x 12 ax:y:121~x

=3,338.63 —3,462.22 * 17.68/18.34 * 1.00
=0.38

AG37 Reserve (tTVy,, from Attachment) = 977.23

Statutory Reserve = MAX (CSV,,,CRVM,, + tTVy) = MAX(925.29, 0.38 + 977.23 ) = 977.61



Male Age 55 NonSmoker Form VALJ-01(S)
Female Age 55 NonSmoker

Guaranteed Interest = 3%

Guaranteed COIl = 2001 CSO NonSmoker

Specified Amount = $200,000 (includes Policy Value)

GMP = $4,205.77

—puration “GMF FB. Duration ~ ~ GMF FB

1,800 200008 | 34 147,420 200,000
5218 200,000 .. 35 150294 200,000
8724 200000 . 36 15296t 200,000
12316 200000 97 155635 200000
16994 200000 - - 38 - 200,000

____ ©19755° . 200000
23598 200000 4 200,000

-8 27817 200000
9 31507 @ 200000
10 35564 200000 . 43
11 40,365 200000 - 44
‘ 45243 . 200000 . 45

200,000
- 200,000
200,000
- 200,000

183204 200,000

101398 200000 o 183,204 '
183951 200,000

24 106,379 200,000
25 111,262 200,000 184,574 200,000
26 116,032 200,000 : 185,241 = 200,000
27 120,639 200,000 60 185,846 200,000
28 125,065 200,000 61 186,447 200,000
29 129,315 200,000 62 187,091 200,000
30 133,373 200,000 63 187.865 200,000
31 137,220 200,000 64 189,139 200,000
32 140,886 200,000 65 192,082 200,000
33 144,285 200,000 66 200,000 200,000
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