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2. Determination of Company Experience Mortal ity Rates d. vi

[f the company uses the aggregate company experience for a
group of mortality segments when determining the company
experience mortality rates for each of the individual
mortality segments in the group, the company shall use one
of the following methods:

a. Use techniques to further subdivide the aggregate
experience into the various mortal ity segments (e.g., start
with aggregate non-smoker and then use the conservation of
total deaths principle, normalization or other approach to
divide the aggregate mortality into super preferred
preferred and residual standard non-smoker class
assumptions).

b. Use techniques to adjust the experience of each mortality
segment in the group to reflect the aggregate company
experience for the group (e.g., by credibility weighting the
individual mortality segment experience with the aggregate
company experience for the group)
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In 1980, Jeffery Dukes and Andrew M. MacDonald published the
paper Pricing a Select and Ultimate Annual Renewable Term
Product (Transactions of Society of Actuaries, 32 (1980) 547-
584). Among other things, a general equation for computing
the extra mortality under various lapse assumptions was
presented. This isnow cal led the “Dukes —MacDonald selective
lapsation model” .

Since 1980, different versions of that model have been
developed. All the methods use a similar approach but they
use different mechanics and produce different results.

The methods (B&)

- Apply the principle of conservation of deaths to the cohorts
to solve for the mortality of the residual persisting
(persisters) cohort;
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