Documentation of Formulas used in

Report of the American Academy of Actuaries’
Commissioners Standard Ordinary (CSO) Implications Work Group
as presented to the National Association of Insurance Commissioners’
Life and Health Actuarial Task Force

This documentation is for a Level Premium $1,000 Whole Life policy.
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Using standard commutation functions notation, let:

Ac = M,/ Dy;
Ex =NX/DX;and
ay = N, / Dy.

Let the following reflect Net Annual Premium and Terminal Reserve calculations:
a™ 1,000 * (Cy /Dy )/ (Dy/Dy);
BFC
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P(Ac) = 1,000 * At/ @y ; and

1,000 * At — B * agw, t>=1.

The following are the formulas used for the Net Annual Premiums and Mean Reserves shown in the
Report:

a® a© *(d/d); BR = B *(d/8); and

MV,E

(VC+VTC+BR) 12, t>=1.

Let the following reflect Nonforfeiture Factor calculations:
NLSC = P(A) = 1,000*A, / ay;

ESC

(1.25*NL%¢)+(0.01*1,000); and

NFF= PAR) = (1,000* A, +ES)/a,.

The following is the formula used for the Cash Values shown in the Report:

CVR = 1,000 *A,. — NFF¢*a,,, .
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