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that is within the scope of this regulation as set forth in Section 3. 
 
K. “Contract benefits” means the amounts obligated to be paid by the insurance company under 

an account contract. 
 
L. “Contract liabilities” means the liabilities of the insurance company under account contracts, 

including liabilities with respect to which guarantees as to amount are provided by the insurance 



Separate Accounts Funding Guaranteed Minimum Benefits  
Under Contracts Model Regulation 

 

MO-200-4 © 2017 National Association of Insurance Commissioners  

(2) Is a fixed minimum guarantee related to all or part of the considerations received under 
the contract; and 

 
(3) Is an amount based upon a publicly available interest rates series or an index of the 

aggregate market value of a group of publicly traded financial instruments, either of 
which is speciflTd
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representative sampling of coupon-bearing, non-callable and non-prepayable United 
States government obligations in accordance with a formula set forth in the plan of 
operation.  

 
(2) “Index spot rate” corresponding to a given time of benefit payment means the zero-

coupon yield implied by (x) the Barclays Short Term Corporate Index (for a given time of 
benefit payment under one year) or (y) the zero-coupon yield implied by the Barclays 
U.S. Corporate Investment Grade Bond Index (for a given time of benefit payment 
greater than or equal to one year).  

 
(3) “Blended spot rate” corresponding to a given time of benefit payment means a blend of 

50% of each of (i) the Treasury-based spot rate, and (ii) the index spot rate. To the 
extent that guaranteed contract liabilities are denominated in the currency of a foreign 
country rates, in one of the two (2) highest rating categories by an independent 
nationally recognized United States rating agency acceptable to the commissioner and 
which are supported by investments denominated in the currency of the foreign 
country, the Treasury-based spot rate component of the blended spot rate may be 
determined by reference to substantially similar obligations of the government of the 
foreign country. For liabilities other than those described above, the blended spot rate 
shall be determined on a basis mutually agreed upon by the insurer and the 
commissioner. 

 
Z. “Supplemental account” means a separate account established pursuant to Sections 7, 8 or 9 to 

which assets may be contributed by the insurance company for the purpose of complying, in 
whole or in part, with the asset maintenance requirement and with respect to which neither the 
account contracts nor applicable law shall provide that the assets of the supplemental account 
are not chargeable with liabilities arising out of any other business of the insurance company. 

 
AA. “United States government obligation” means a direct obligation issued, assumed, guaranteed 

or insured by the United States of America or by an agency or instrumentality of the United 
States. 

 
BB. “Valuation actuary” means the appointed actuary or, alternatively, a qualified actuary 

designated by the appointed actuary to render the actuarial opinion pursuant to Section 10. 
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B. The plan of operations for a class of contracts shall describe the financial implications for the 
insurer of the issuance of contracts in the class, and shall include at least the following: 

 
(1) A description of the class of contracts to which the plan of operations pertains. This 

should include a description of the products, the markets to which the products will be 
sold, the benefits that are being offered (including whether those benefits will be paid 
on a market or book value basis);  

 
(2) A statement that the plan of operations will be administered in accordance with the 

requirements prescribed by the commissioner pursuant to this regulation, along with a 
statement that the insurer will comply with the plan of operations in its administration 
of the contract; 

 
(3) A statement of the investment policy for the separate account and any supplemental 

account, including requirements for diversification, maturity, type and quality of assets, 
and as applicable, target duration for matching guaranteed contract liabilities or the 
degree to which the investment policy is likely to match the performance of an interest 
rate series or index on which contract benefits are based; 

 
(4) A description of how the value of the separate account assets and any supplemental 

account is to be determined, including but not limited to, a statement of procedures and 
rules for valuing securities and other assets that are not publicly traded; 

 
(5) A description of how the guaranteed contract liabilities are to be valued, including, if 
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(e) If applicable, the deductions to be used in determining the market value of an 
asset when determining the asset maintenance requirement when the 
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B. An insurer will satisfy the filing and approval requirements of this section with respect to a 
contract if the insurer has filed the form of the contract with the commissioner and it is 
accompanied by the items specified in Paragraphs (1), (2), and (3) of this subsection, and the 
form of contract has been approved or has not been disapproved within the thirty-day period 
following the date of filing, in which event the form of contract shall be deemed approved. 
Notwithstanding the foregoing, the requirement for filing and approval of the form of contract 
may be waived at the discretion of the commissioner. 
 
(1) The form of the contract filed for approval shall be accompanied by a statement that the 

contract meets the conditions of Subsection A of this section. 
 

(2) The form of contract filed for approval shall be accompanied by a statement: 
 

(a) Specifying the range of variation of variable contract provisions, if any, that 
could have a material effect on the risk assumed by the insurer under the 
contract, including withdrawal methodology, crediting rate formula and 
termination events; and 

 
Drafting Note: Contract forms covered by this model regulation frequently incorporate variable provisions. The statement required by 
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Section 7. Asset Maintenance Requirements for Market Value Separate Accounts Supporting Contracts 
other than Index Contracts 

 
A. At all times an insurer shall hold sufficient assets as a reserve in the general account, the 

separate account or supplemental accounts, as appropriate, such that the:  
 

(1) Market value of the assets held in the separate account, plus 
 
(2) The market value of any supplemental account, plus 
 
(3) Any assets held in the general account as a reserve for guaranteed contract liabilities 

(valued in accordance with [insert reference to rules governing valuation of general 
account assets]), less 

 
(4) The deductions provided for in Subsection B of this section, equals or exceeds the value 

of guaranteed contract liabilities determined in accordance with Subsection F of this 
section. 

 
B. In determining compliance with the asset maintenance requirement and the reserve for 

guaranteed contract liabilities in accordance Subsection A of this section, the insurance 
company shall deduct a percentage of the market value of the separate account or 
supplemental account asset or an amount attributable to a replicated (synthetic asset) 
transaction as follows:  

 
(1) For debt instruments, the percentage shall be the NAIC asset valuation reserve “reserve 

objective factor,” but the factor shall be increased fifty percent (50%) for the purpose of 
this calculation if the difference in durations of the assets and liabilities is more than 
one-half year; 

 
(2) For assets that are not debt instruments, the percentage shall be the NAIC asset 

valuation reserve “maximum reserve factor”; and 
 
(3) For replicated (synthetic asset) transactions, the market value of the separate account 

or supplemental account assets shall be decreased by an amount equal to the asset 
valuation reserve for the transaction as if the transaction were occurring in the general 
account, determined in accordance with [insert reference for determining asset 
valuation reserve]; but to the extent that the NAIC asset valuation reserve maximum 
reserve factor was not used in determining the amount of the deduction, the amount of 
the deduction shall be increased fifty percent (50%) for purposes of this calculation. 

 
C. To the extent that guaranteed contract liabilities are denominated in the currency of a foreign 
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denominated in the currency of a foreign country and are supported by separate account or 
supplemental account assets denominated in the currency of the United States, the deduction 
for debt instruments and replicated (synthetic assets) transactions under Subsection B of this 
section shall be increased by fifteen percent (15%) of its market value unless the currency 
exchange risk has been adequately hedged, in which case the percentage deduction under 
Subsection B of this section shall be increased by one-half percent (0.5%). No guaranteed 
contract liabilities denominated in the currency of a foreign country shall be supported by 
separate account or supplemental account assets denominated in the currency of another 
foreign country without the approval of the commissioner. For purposes of this subsection, the 
currency exchange rate on an asset is deemed to be adequately hedged if: 

 
(1) It is an obligation of a jurisdiction that is rated in one of two (2) highest rating categories 

by an independent nationally recognized United States rating agency acceptable to the 
commissioner or a political subdivision or other governmental unit of the jurisdiction, or 
is organized under the laws of the jurisdiction; and 

 
(2) At all times the principal amount and scheduled interest payments on the principal are 

hedged against the United States dollar pursuant to contracts or agreements that are: 
 

(a) Issued by or traded on a securities exchange or board of trade regulated under 
the laws of the United States or Canada or a province of Canada; 

 
(b) Entered into with a United States banking institution that has assets in excess of 

$5 billion and that has obligations outstanding, or has a parent corporation that 
has obligations, that are rated in one of the two (2) highest rating categories by 
an independent, nationally recognized United States rating agency, or with a 
broker-dealer registered with the Securities and Exchange Commission that has 
net capital in excess of $250 million;  

 
(c) Entered into with any other banking institution that has assets in excess of $5 

billion and that has obligations outstanding, or has a parent corporation that has 
obligations outstanding, that are rated in one of the two (2) highest rating 
categories by an independent, nationally recognized United States rating agency 
and that is organized under the laws of a jurisdiction that is rated in one of the 
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contractholder. 
 
Section 10. Actuarial Opinion and Memorandum 
 

A. An insurance company that maintains any separate accounts governed by this regulation shall 
submit an actuarial opinion rendered by the valuation actuary to the commissioner annually by 
March 1 showing the status of the accounts as of the preceding December 31. The actuarial 
opinion shall be supported by a confidential actuarial memorandum prepared by the valuation 
actuary rendering the opinion. The valuation actuary may be either the appointed actuary of the 
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adequate provision for the contract liabilities. 
 
(5) The opinion shall also state:  

 
(a) That the level of risk charges, if any, payable to the general account was 
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(3) Any assets were transferred to or from the insurance company’s general account, or any 
amounts were paid to the insurance company by any contractholder to support the 
insurance company’s guarantee. 

 
G. The actuarial memorandum shall: 

 
(1) Substantially conform with those portions of Section [insert reference to section of the 

regulations related to actuarial memoranda] of these regulations that are applicable to 
asset adequacy testing and either:  

 
(a) Demonstrate the adequacy of account assets based upon cash flow analysis; or 

  
(b) Explain why cash flow analysis is not appropriate, describe the alternative 

methodology of asset adequacy testing used, and demonstrate the adequacy of 
account assets under such methodology.  

 
(2) Clearly describe the assumptions the valuation actuary used in support of the actuarial 

opinion, including any assumptions made in projecting cash flows under each class of 
assets, and any dynamic portfolio hedging techniques utilized and the tests performed 
on the utilization of the techniques; 

 
(3) Clearly describe how the valuation actuary reflected the risk of default on obligations 

and mortgage loans, including obligations and mortgage loans that are not investment 
grade; 

 
(4) Clearly describe how the valuation actuary has reflected withdrawal risks, if applicable, 
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(10) For book value contracts, state the market value of supporting assets; and 
 
(11) Where separate account assets are not chargeable with liabilities arising out of any 

other business of the insurance company, describe how the level of risk charges payable 
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D. The amount of any reserves required by Subsections A(3) and (4) or Subsections B(3) and (4) of 
this section may be established by either: 

 
(1) Allocating sufficient assets to the separate account or a supplemental account to satisfy 

the requirement; or 
 
(2) Setting up the additional reserves in the general account. 
 

Section 13. Severability 
 
If any provision of this regulation or its application to any person or circumstance is held invalid by a court of 
competent jurisdiction, that judgment shall not affect or impair the validity of the other provisions of this 
regulation. 
 

______________________________ 
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