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Drafting Note: The purpose of the one percent tolerance in the R factor is to prevent irrational segment lengths due to such things as 
premium rounding. For example, consider a plan in which gross premiums are designed at some point to be a ratio times the underlying 
ultimate mortality rates, where the ratio varies by issue age. The resulting segments may be greater than one year, because the 
guaranteed gross premiums are not expressed in fractional cents. The tolerance factor allows the creation of one year segments for a 
plan in which premiums parallel the underlying valuation mortality table. 
 

C. “Deficiency reserves” means the excess, if greater than zero, of 
 

(1) Minimum reserves calculated in accordance with Section [cite section of the state law 
comparable to Section 8 of the NAIC Standard Valuation Law] over 

 
(2) Basic reserves. 

 
D. “Guaranteed gross premiums” means the premiums under a policy of life insurance that are 

guaranteed and determined at issue. 
 

E. “Maximum valuation interest rates” means the interest rates defined in Section [cite section of 
state law comparable to Section 4b of the NAIC Standard Valuation Law] (Computation of 
Minimum Standard by Calendar Year of Issue) that are to be used in determining the minimum 
standard for the valuation of life insurance policies. 

 
F. “1980 CSO valuation tables” means the Commissioners’ 1980 Standard Ordinary Mortality Table 

(1980 CSO Table) without ten-year selection factors, incorporated into the 1980 amendments to 
the NAIC Standard Valuation Law, and variations of the 1980 CSO Table approved by the NAIC, 
such as the smoker and nonsmoker versions approved in December 1983.  

 
Drafting Note: This regulation defines the 1980 CSO Tables without the existing ten -year select mortality factors to assure that, if select 
mortality factors are elected, only one set of factors may be applied to the base valuation mortality table. 
 

G. “Scheduled gross premium” means the smallest illustrated gross premium at issue for other 
than universal life insurance policies. For universal life insurance policies, scheduled gross 
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E. Reserves for policies that have changes to guaranteed gross premiums, guaranteed benefits, 
guaranteed charges, or guaranteed credits that are unilaterally made by the insurer after issue 
and that are effective for more than one year after the date of the change shall be the greatest 
of the following: (1) reserves calculated ignoring the guarantee, (2) reserves assuming the 
guarantee was made at issue, and (3) reserves assuming that the policy was issued on the date 
of the guarantee. 

 
F. The commissioner may require that the company document the extent of the adequacy of 

reserves for specified blocks, including but not limited to policies issued prior to the effective 
date of this regulation. This documentation may include a demonstration of the extent to which 
aggregation with other non-specified blocks of business is relied upon in the formation of the 
appointed actuary opinion pursuant to and consistent with the requirements of Section [insert 
applicable section of asset adequacy opinion requirement of the Actuarial Opinion and 
Memorandum Regulation]. 

 
Section 6. Calculation of Minimum Valuation Standard for Policies with Guaranteed Nonlevel Gross 

Premiums or Guaranteed Nonlevel Benefits (Other than Universal Life Policies) 
 

A. Basic Reserves 
 

Basic reserves shall be calculated as the greater of the segmented reserves and the unitary 
reserves. Both the segmented reserves and the unitary reserves for any policy shall use the 
same valuation mortality table and selection factors. At the option of the insurer, in calculating 
segmented reserves and net premiums, either of the adjustments described in Paragraph (1) or 
(2) below may be made: 

 
(1) Treat the unitary reserve, if greater than zero, applicable at the end of each segment as 

a pure endowment and subtract the unitary reserve, if greater than zero, applicable at 
the beginning of each segment from the present value of guaranteed life insurance and 
endowment benefits for each segment. 

 
(2) Treat the guaranteed cash surrender value, if greater than zero, applicable at the end of 

each segment as a pure endowment; and subtract the guaranteed cash surrender value, 
if greater than zero, applicable at the beginning of each segment from the present value 
of guaranteed life insurance and endowment benefits for each segment. 

 
B. Deficiency Reserves 

 
(1) The deficiency reserve at any duration shall be calculated: 

 
(a) On a unitary basis if the corresponding basic reserve determined by Subsection 

A is unitary; 
 
(b) On a segmented basis if the corresponding basic reserve determined by 

Subsection A is segmented; or 
 

(c) On the segmented basis if the corresponding basic reserve determined by 
Subsection A is equal to both the segmented reserve and the unitary reserve. 
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(i) The date of the next unusual guaranteed cash surrender value, if any, 
that is scheduled after the valuation date; or 

 
(ii) The mandatory expiration date of the policy; and 

 
(b) The net premium for a given year during the n year period is equal to the 

product of the net to gross ratio and the respective gross premium; and 
 

(c) The net to gross ratio is equal to Item (i) divided by Item (ii) as follows: 
 

(i) The present value, at the beginning of the n year period, of death 
benefits payable during the n year period plus the present value, at the 
beginning of the n year period, of the next unusual guaranteed cash 
surrender value, if any, minus the amount of the last unusual 
guaranteed cash surrender value, if any, scheduled at the beginning of 
the n year period. 

 
(ii) The present value, at the beginning of the n year period, of the 

scheduled gross premiums payable during the n year period. 
 
(3) For purposes of this subsection, a policy is considered to have an unusual pattern of 

guaranteed cash surrender values if any future guaranteed cash surrender value 
exceeds the prior year’s guaranteed cash surrender value by more than the sum of: 

 
(a) One hundred ten percent (110%) of the scheduled gross premium for that year; 

 
(b) One hundred ten percent (110%) of one year’s accrued interest on the sum of 

the prior year’s guaranteed cash surrender value and the scheduled gross 
premium using the nonforfeiture interest rate used for calculating policy 
guaranteed cash surrender values; and 

 
(c) Five percent (5%) of the first policy year surrender charge, if any. 

 
E. Optional Exemption for Yearly Renewable Term Reinsurance. At the option of the company, the 

following approach for reserves on YRT reinsurance may be used: 
 
Drafting Note: Traditional reserves for yearly renewable term (YRT) reinsurance, the calculations of which this section describes, are 
already adequate and sufficient. However, without this option in the regulation, YRT reinsurance would be subject to the more complex 
segmentation calculations. 
 

(1) Calculate the valuation net premium for each future policy year as the tabular cost of 
insurance for that future year. 

 
(2) Basic reserves shall never be less than the tabular cost of insurance for the appropriate 

period, as defined in Subsection C. 
 

(3) Deficiency reserves. 
 

(a) 
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(2) Until the insured reaches the end of the juvenile period, which shall occur at or before 
age twenty-five (25), the gross premiums and death benefits are level, and there are no 
cash surrender values; and 

 
(3) After the end of the juvenile period, gross premiums are level for the remainder of the 

premium paying period, and death benefits are level for the remainder of the life of the 
policy. 

 
Drafting Note: The jumping juvenile policy described has traditionally been valued in two segments. This exemption will allow that 
practice to continue without requiring the calculation of reserves on a unitary basis. However, within each segment, both basic and 
deficiency reserves shall comply with the segmented reserve requirements. 
 
Section 7. 
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(4) For purposes of this section, the minimum premium for any policy year is the premium 
that, when paid into a policy with a zero account value at the beginning of the policy 
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Appendix  
 

SELECT MORTALITY FACTORS 
 
This appendix contains tables of select mortality factors that are the bases to which the respective percentage of 
Section 5A(2), 5B(2) and 5B(3) are applied. 
 
The six tables of select mortality factors contained herein include: (1) male aggregate, (2) male nonsmoker, (3) male 
smoker, (4) female aggregate, (5) female nonsmoker, and (6) female smoker. 
 
These tables apply to both age last birthday and age nearest birthday mortality tables. 
 
For sex-blended mortality tables, compute select mortality factors in the same proportion as the underlying 
mortality. For example, for the 1980 CSO-B Table, the calculated select mortality factors are eighty percent (80%) of 
the appropriate male table in this Appendix, plus twenty percent (20%) of the appropriate female table in this 
Appendix. 
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Male, Aggregate 

Issue                            Duration 
Age 1
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Male, Non-Smoker 

Issue                            Duration 
Age 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20+ 
0-15 100 100 
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Male, Non-Smoker 

Issue                            Duration 
Age 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20+ 
41 34 41 53 58 61 61 62 62 63 65 65 67 69 71 71 77 83 88 94 100 
42 34 43 53 58 60 61 62 61 61 63 64 66 67 69 71 77 83 88 94 100 
43 32 43 53 58 60 61 60 60 60 60 62 64 66 68 69 75 81 88 94 100 
44 32 44 52 57 59 60 60 59 59 58 
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Male, Smoker 

Issue                             Duration 
Age 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20+ 
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Male, Smoker 

Issue                             Duration 
Age 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20+ 
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Female, Aggregate 

Issue                           Duration 
Age 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20+ 
0-15 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 
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Female, Non-Smoker 

Issue                           Duration 
Age 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20+ 
41 28 35 39 45 49 52 55 55 58 57 58 59 58 59 60 68 76 84 92 100 
42 27 35 39 44 49 52 54 55 56 57 57 57 58 60 61 69 77 84 92 100 
43 27 34 39 44 47 50 53 53 55 55 56 57 56 60 61 69 77 84 92 100 
44 26 34 38 42 47 50 52 53 54 55 55 55 56 61 62 70 77 85 92 100 
45 26 33 38 42 45 48 51 51 52 53 54 55 56 61 62 70 77 85 92 100 
46 24 32 37 40 43 47 49 51 52 53 54 55 56 60 61 69 77 84 92 100 
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Female, Non-Smoker 

Issue                           Duration 
Age 1 2 3 4 5 6 7 8 9 10 11 12 13
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Female, Smoker 

Issue                            Duration 
Age 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 

13 
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Female, Smoker 

Issue                            Duration 
Age 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20+ 
41 40 50 57 65 71 76 79 81 83 84 85 86 85 89 90 92 94 96 98 100 
42 40 49 57 65 69 74 77 80 82 83 84 85 86 90 92 94 95 97 98 100 
43 39 49 55 63 69 73 76 78 80 82 83 84 85 92 93 94 96 97 99 100 
44 39 48 55 62 67 71 75 78 80 80 82 84 86 93 96 97 98 98 99 100 
45 37 47 55 61 65 70 73 76 78 80 81 84 86 94 97 98 98 99 99 100 
46 36 46 53 59 63 68 71 75 77 79 83 85 86 93 96 97 98 98 99 100  
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Female, Smoker 

Issue                            Duration 
Age 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20+ 
71 60 60 64 68 68 72 75 75 80 80 100 100 100 100 100 100 100 100 100 100 
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______________________________ 
 
Chronological Summary of Action (all references are to the Proceedings of the NAIC). 
 
1994 Proc. 4th Quarter 17, 26, 653, 1098, 1126-1159 (adopted). 
1998 Proc. 4th Quarter 15-16, 17, 608, 978, 1126-1148 (amended and reprinted). 
2009 Proc. 3rd Quarter, Vol. I, 95, 114-118, 178-186, 199-202 (amended). 
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