WEST VIRGINIA Do Not Mark In This Box
SECRETARY OF STATE FHOED

KEN HECHLER

ber 23 2 14 PH ‘%
ADMINISTRATIVE LAW DIVISION

OFFICE OF Wi w7

___________________________ SECRETARY by krpii/A
EXPIRATION OF LEGISLATIVE RULE
DUE TO LEGISLATIVE DISAPPROVAL
(W. VA. CODE §64-1-1)
AGENCY: .. INSIIRANCE TITLE NUMBER: __114 ______

SERIES NUMBER: _49

TITLE OF RULE: _Valuation of Life Insurance Paolicies

THE ABOVE RULE EXPIRED DUE TO_1998  TEGISLATIVE DISAPPROVAL OF THIS

RULE..

[y

DIREZTOR, ADMINISTRATIVE LAW DIVISION




10

11

12

13

14

15

16

17

18

19

20

21

22

23

#Llf

Bill-Ins, H. B. 4174 //(/ §“‘/

(By Delegates Hunt, Linch, Compton, Jenkins,
Faircloth and Riggs)

[Introduced January 30, 1998; referred to the
Committee on Banking and Insurance then the
Judiciary.]

A BILL to amend and reenact section three, article seven,
chapter sixty-four of the code of West Virginia, one
thousand nine hundred thirty-one, as amended, relating

to authorizing the insurance commissioner to

promulgate a legislative rule relating to group'

accident and sickness insurance issuance, portability

and marketing requirements.

Be it enacted by the Legislature of West Virginia:

That section.three, article seven, chapter sixty-four
of the code of West Virginia, one thousand nine hundred
thirty-one, as amended, be amended and reenacted, to read
as follows:

ARTICLE 7. AUTHORIZATION FOR DEPARTMENT OF TAX AND REVENUE

TO PROMULGATE LEGISLATIVE RULES.
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§64~7-3. Insurance commissioner.

(a) The legislative rule filed in the state register
on the second day of July, one thousand nine hundred
ninety-six, authorized under the authority of section ten,
article two, chapter thirty-three of this code, modified by
the insurance commissioner to meet the objections of the
legislative rule-making review committee and refiled in the
state register on the twentieth day of February, one
thousand nine hundred ninety—séven, relating to the
insurance commissioner (medicare supplement insurance, 114
CSR 24), is authorized.

(b) The legislative rule filed in the state register
on the twentieth day of August, one thousand nine hundred
ninety-six, authorized under the authority of section
fifteen, article four, chapter thirty-three of this code,
modified by \the insurance commissioner tec meet the
objections of the legislative rule-making review committee
and refiled in the state register on the fhirtieth day of
January, one thousand nine hundred ninety-seven, relating
to the insurance commissiqner (life and health reinsurance
agreements, 114 CSR 48), is authorized.

(c) The legislative rule filed in the state register

on the twenty-ninth day of August, one thousand nine




hundred ninety-six, authorized under the authority of
section twenty, article fifteen, chapter thirty-three of
this code, modified by the insurance commissioner to meet
the objéctions of the legislative rule-making review
committee and refiled in the state register on the
thirty-first day of January, one thousand nine hundred
ninety-seven, relating to the insurance commissioner
(individual medical savings accounts, 114 CSR 47), 1is
disapproved and is not authorized for promulgation.

(d) The legislative rule filed in the state register

on the twentieth day of August, one thousand nine hundred

ninety-six, authorized under the authority of section ten,

article two, chapter thirty-three of this code, modified by

the insurance commissioner to meet the objections of the

legislative rule-making review committee and refiled in the

state register on the eighteenth day of February, one
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thousand nine hundred ninety-seven, relating to the

insurance commissioner (valuation of 1life insurance

policies, 114 CSR 49), is authorized, with-the following

amendment::

"On page one, section 1.4 of the rule, by following

the words 'effective date' inserting the following:

'The portions of the rule amended as a result of

< =
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modifications offered by the Insurance Commissioner and

filed with the Secretary of State on August 20, 1996, shall

not become effective until January 1, 1998.'"

(e) The legislative rule filed in the state register

on the twenty-ninth day of August,‘ one thousand nine -

hﬁndred ninety-six, authorized under the authority of
section one, article fifteen-c, chapter thirty-three of
this code, modified by the insurance commissioner to meet
the objections of the legislative rule-making review
committee and refiled in the state register on the
twentieth day of February, one thousand nine hundred
ninety-seven, relating to the insurance commissioner
(diabetes, 114 CSR 52), is authorized.

(f) The legislative rule filed in the state register

on the - twenty-ninth day of August, one thousand nine

hundred ninety-six, authorized under the authority of
section twenty-three, article four-c, chapter sixteen of
this code, modified by the insurance commissioner to meet
the objections 6f‘ the legislative rule-making review
committee and refiled in the state register on the
eighteenth ‘day of February, one thousand nine hundred
ninety-seven, relating to the insurance commissioner

(emergency medical services, 114 CSR 50), is authorized.
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TITLE 114
LEGISLATIVE RULE
INSURANCE COMMISSIONER

SERIES 49
VALUATION OF LIFE INSURANCE POLICIES

§114-49-1. General.
1.1. Scope.
a. The purpose of this rule is to provide:

1. Tables of select mortality factors
and rules for their use;

2. Rules conceming a minimum
standard for the valuation of plans with nonlevel
premiums or benefits: and

3. Rules concerning a minimum
standard for the valuation of plans with secondary
guarantecs.

b. The method for calculating basic
reserves defined in this rule will constitute the
Commissioner’s Reserve Valuation Method for
policies to which this rule is applicable.

1.2. Authority. -- This rule is issued under
the authority of W. Va. Code §33-2-10.

1.3. Filing Date. -- May 16, 1997.

1.4. Effective Date. -- January 1, 1998.
§114-49-2. Applicability.

2.1. This rule shall apply to all life insurance
policies, with or without nonforfeiture values,
issued on or after the effective date of this rule,
subject to the following exceptions and condi-
tions.

2.2. Exceptions.

a. This rule shall not apply to any indi-
vidual life insurance policy issued on or after the

effective date of this rule if the policy is issued in
accordance with and as a result of the exercise of
a reentry provision contained in the original life
insurance policy of the same or greater face
amount, i1ssued before the effective date of this
rule, that guarantees the premium rates of the new
policy. This rule also shall not apply to subse-
quent policies issued as a result of the exercise of
such a provision, or a derivation of the provision,
in the new policy.

b. This rule shall not apply to any vari-
able life insurance policy that provides for life
insurance, the amount or duration of which varies
according to the investment experience of any
separate account or accounts.

c. This rule shall not apply to any vari-
able universal life insurance policy that provides
for life insurance, the amount or duration of which
varies according to the investment experience of
any separate account or accounts.

d. This rule shall not apply to group life
insurance certificates unless the certificates
provide for a stated or implied schedule of maxi-
mum gross premiums required in order to con-
tinue coverage in force for a period in excess of
one year.

2.3. Conditions.

a. Calculation of the minimum valuation
standard for policies with guaranteed nonlevel
premiums or guaranteed nonlevel benefits (other
than universal life insurance policies), or both,
shall be in accordance with the provisions of
section 5 of this rule.

b. Calculation of the minimum valuation
standard for flexible premium and fixed premium
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universal life insurance policies that contain
provisions resulting in the ability of a policy-
holder to keep a policy in force over a secondary
guarantee period of more than five (5) years shall
be in accordance with the provisions of section 6
of this rule.

§114-49-3. Definitions.

3.1. “Basic reserves” means reserves calcu-
lated in accordance with the principles of W. Va.
Code §33-7-9(g).

3.2. “Contract segmentation method” means
the method of dividing the period from issue to
mandatory expiration of a policy into successive
segments, with the length of each segment being
defined as the period from the end of the prior
segment (from policy inception, for the first
segment) to the end of the latest policy year as
determined below. All calculations are made
using the 1980 CSO valuation tables, as defined in
subsection 3.5 of this rule, (or any other valuation
mortality table adopted by the National Associa-
tion of Insurance Commissioners after the effec-
tive date of this rule and promulgated by rule by
the commissioner for this purpose), and, if elect-
ed, the optional minimum mortality standard for
deficiency reserves stipulated in subsection 4.2 of
this rule. The length of a particular contract
segment shall be set equal to the minimum of the
value t for which G_is greater than R_(if G_never
exceeds R, the segment length is deemed to be the
number 0% years from the beginning of the seg-
ment to the mandatory expiration date of the
policy), where G ¢ and Rt are defined as follows:

GPx+k+t
G .
G Px+k+t- 1

where:
X = original issue age;

k = the number of years from the
date of issue to the beginning
of the segment;

t= 1,2, .. tisresetto | at the
beginning of each segment;

GP Guaranteed gross premium
per thousand of face amount,
ignoring policy fees only if
level for the premium paying
period of the policy, for year
t of the segment.

x+k+Ht-1

Qi+t
Rt: s
Qtkt-1

However, R, may be

increased or decreased
by one percent any pol-
icy year, at the com-
pany’s option, but R
shall not be less than
one;

2

where:
X, k and t are as defined above; and
= valuation mortality rate for

deficiency reserves in
policy year k+t.

g tkrt-1

3.3. “Deficiency reserves” means the excess,
if greater than zero, of minimum reserves calcu-
lated in accordance with the principles of W. Va.
Code §33-7-9(k) over basic reserves,

3.4. “Maximum valuation interest rates”
means the interest rates defined in W. Va. Code
§33-7-9(f)(2) that are to be used in determining
the minimum standard for the valuation of life
insurance policies.

3.5. #1980 CSO valuation tables” means the
commissioner’s 1980 standard ordinary mortality
table (1980 CSO Table), without ten-year select
mortality factors, incorporated into the 1980
amendments to the NAIC standard valuation law
and referred to in W. Va. Code §33-9-7(d)(1), and
variations of the 1980 CSO Table approved by the
National Association of Insurance Commission-
ers, such as the smoker and nonsmoker versions
approved in December 1983.
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3.6. “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
premium means the smallest specified premium
described in subdivision ¢ of subsection 6.1 of this
rule, if any, or else the minimum premium de-
scribed in subdivision d of subsection 6.1 of this
rule.

3.7. “Segmented reserves” means reserves,
calculated using segments produced by the con-
tract segmentation method, equal to the present
value of all future guaranteed benefits less the
present value of all future net premiums to the
mandatory expiration of a policy, where the net
premiums within each segment are a uniform
percentage of the respective gross premiums
within the segment.

a. The uniform percentage for each
segment is such that, at the beginning of the
segment, the present value of the net premiums
within the segment equals:

1. The present value of the death
benefits within the segment; plus

2. The present value of any unusual
guaranteed cash surrender value (see subsection
5.4 of this rule) occurring at the end of the seg-
ment; less

3. Any unusual guaranteed cash
value occurring at the start of the segment; plus

4. For the first segment only, the
excess of the quantity described in subparagraph
A of this paragraph, over the quantity described in
subparagraph B of this paragraph.

A. A net level annual premium
equal to the present value, at the date of issue, of
the benefits provided for in the first segment after
the first policy year, divided by the present value,
at the date of issue, of an annuity of one per year
payable on the first and each subsequent anniver-
sary within the first segment on which a premium
falls due. However, the net level annual premium

shall not exceed the net level annual premium on
the nineteen-year premium whole life plan of
insurance of the same renewal year equivalent
level amount at an age one year higher than the
age at issue of the policy.

B. A net one-year term premium
for the benefits provided for in the first policy
year.

b. The length of each segment is deter-
mined by the contract segmentation method, as
defined in this section.

c. The interest rates used in the present
value calculations for any policy may not exceed
the maximum valuation interest rate, determined
with a guarantee duration equal to the sum of the
lengths of all segments of the policy.

d. For both basic reserves and deficiency
reserves computed by the segmented method,
present values must include future benefits and
net premiums in the current segment and in all
subsequent segments.

3.8. “Tabular cost of insurance™ means the
net single premium at the beginning of a policy
year for one-year term insurance in the amount of
the guaranteed death benefit in that policy year.

3.9. “Ten-year select mortality factors”
means the select mortality factors incorporated
into the 1980 amendments to the NAIC Standard
Valuation Law and referred to in W. Va, Code
§33-7-9(d)(1)(ii).

3.10. “Unitary reserves” means the present
value of all future guaranteed benefits less the
present value of all future modified net premiums,
where:

a. Guaranteed benefits and modified net
premiums are considered to the mandatory expira-
tion of the policy; and

b. Modified net premiums are a uniform
percentage of the respective guaranteed gross
premiums, where the uniform percentage is such
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that, at issue, the present value of the net premi-
ums equals the present value of all death benefits
and pure endowments, plus the excess of the
quantity described in paragraph 1 of this subdivi-
sion, over the quantity described in paragraph 2 of
this subdivision.

1. A net level annual premium equal
to the present value, at the date of issue, of the
benefits provided for after the first policy year,
divided by the present value, at the date of issue,
of an annuity of one per year payable on the first
and each subsequent anniversary of the policy on
which a premium falls due. However, the net
level annual premium shall not exceed the net
level annual premium on the nineteen-year pre-
mium whole life plan of insurance of the same
renewal year equivalent level amount at an age
one year higher than the age at issue of the policy.

2. A net one-year term premium for
the benefits provided for in the first policy year.

¢. The interest rates used in the present
value calculations for any policy may not exceed
the maximum valuation interest rate, determined
with a guarantee duration equal to the length from
issue to the mandatory expiration of the policy.

3.11. “Universal life insurance policy” means
any individual life insurance policy under the
provisions of which separately identified interest
credits (other than in connection with dividend
accumulations, premium deposit funds, or other
supplementary accounts) and mortality or expense
charges are made to the policy.

§114-49-4. General Calculation Requirements
for Basic Reserves and Premium Deficiency
Reserves.

4.1. At the election of the company for any
one or more specified plans of life insurance, the
minimum mortality standard for basic reserves
may be calculated using the 1980 CSO valuation
tables with select mortality factors (or any other
valuation mortality table adopted by the National
Association of Insurance Commissioners after the
effective date of this rule and promulgated by rule

by the commissioner for this purpose). If select
mortality factors are elected, they may be:

a. The ten-year select mortality factors
incorporated into the 1980 amendments to the
NAIC Standard Valuation Law and referred to in
W. Va. Code §33-7-9(d)(1)(ii); or

b. One hundred fifty percent (150%) of
the base select mortality factors in Appendix A of
this rule; or

¢. One hundred fifty percent (150%) of
the base select mortality factors in Appendix A of
this rule for the first ten (10) policy years; then
lincarly graded from the resulting tenth year
factor to 100 percent at policy year sixteen (16);
or

d. Any other table of select mortality
factors adopted by the National Association of
[nsurance Commissioners after the effective date
of this rule and promulgated by rule by the com-
missioner for the purpose of calculating basic
reserves.

4.2. Deficiency reserves, if any, are calcu-
lated for each policy as the excess, if greater than
zero, of the quantity A over the basic reserve.
The quantity A is obtained by recalculating the
basic reserve for the policy using guaranteed gross
premiums instead of net premiums when the
guaranteed gross premiums are less than the
corresponding net premiums. At the election of

‘the company for any one or more specified plans

of insurance, the quantity A and the correspond-
ing net premiums used in the determination of
quantity A may be based upon the 1980 CSO
valuation tables with select mortality factors (or
any other valuation mortality table adopted by the
National Association of Insurance Commissioners
after the effective date of this rule and promul-
gated by rule by the commissioner). If select
mortality factors are elected, they may be:

a. The ten-year select mortality factors
incorporated into the 1980 amendments to the
NAIC Standard Valuation Law and referred to in
W. Va. Code §33-7-9(d)(1)(ii);
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b. One hundred twenty percent (120%) of
the base select mortality factors in Appendix A of
this rule;

c. One hundred twenty percent (120%) of
the base select mortality factors in Appendix A of
this rule for the first ten (10) policy years; then
linearly graded from the resulting tenth year
factor to 100 percent at policy year sixteen (16);

d. Any other table of select mortality
factors adopted by the National Association of
Insurance Commissioners after the effective date
of this rule and promulgated by rule by the com-
missioner for the purpose of calculating defi-
ciency reserves.

4.3. Notwithstanding the above, if the length
of the first segment as determined by the contract
segmentation method for the basic reserves is not
greater than five (5) years (safe harbor), then for
that length of time measured from issue, for either
the unitary method or the contract segmentation
method, gross premiums need not be substituted
for net premiums even if the gross premiums are
less than the net premiums. For subsequent
periods, gross premiums must be substituted for
net premiums if the gross premiums are less than
the corresponding net premiums.

4.4. For any policies for which the company
chooses to use the safe harbor, the company must
demonstrate annually to the satisfaction of the
commissioner, by submitting a statement of
actuarial opinion signed by the appointed actuary,
that the reserves held for all such policies are
adequate.

4.5. In applying percentages to the base select
mortality factors, do not round any result and set
equal to 100 any result that exceeds 100.

4.6. This section applies to both basic re-
serves and deficiency reserves. Any set of base
select mortality factors may be used only for the
first segment. However, if the first segment is
less than ten (10) years, the appropriate ten-year
select mortality factors may be used thereafter
through the tenth policy year from the date of

issue.

4.7. In determining basic reserves or defi-
clency reserves, gross premiums without policy
fees may be used where the calculation involves
the gross premium but only if the policy fee is a
level dollar amount for the entire premium-paying
period of the policy. In determining deficiency
reserves, policy fees may be included in gross
premiums even if not included in the actual
calculation of basic reserves.

§114-49-5. Calculation of Minimum Valuation
Standard for Policies with Guaranteed Non-
level Premiums or Guaranteed Nonlevel Bene-
fits (other than Universal Life Insurance Poli-
cies).

5.1. Basic Reserves. -- Basic reserves shall be
calculated as the greater of the segmented re-
serves and the unitary reserves. Both the seg-
mented reserves and the unitary reserves for any
policy must use the same valuation mortality table
and select mortality factors. At the option of the
insurer, in calculating segmented reserves and net
premiums, either the adjustments described in
subdivisions a and b of this subsection or the
adjustments described in subdivisions ¢ and d of
this subsection may be made:

a. Treat the unitary reserve, if greater
than zero, applicable at the end of each segment
as a pure endowment; and

b. 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.

c. Treat the guaranteed cash surrender
value, if greater than zero, applicable at the end of
each segment as a pure endowment; and

d. Subtract the guaranteed cash surrender
value, if greater than zero, applicable at the begin-
ning of each segment from the present value of
guaranteed life insurance and endowment benefits
for each segment,
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5.2. Deficiency Reserves.

a. The deficiency reserve at any
duration shall be calculated:

1. On a unitary basis if the corre-
sponding basic reserve determined by subsection
5.1 of this rule is unitary; or

2. On a segmented basis if the
corresponding basic reserve determined by sub-
section 5.1 of this rule 1s segmented; or

3. On a segmented basis if the
corresponding basic reserve determined by sub-
section 5.1 of this rule is equal to both the seg-
mented reserve and the unitary reserve.

b. This subdivision shall apply to any
policy for which the guaranteed gross premium at
any duration is less than the corresponding modi-
fied net premium calculated by the method used
in determining the basic reserves, but using the
minimum valuation standards of mortality (speci-
fied in subsection 4.2 of this rule) and rate of
interest.

c. Deficiency reserves, if any, shall
be calculated for each policy as the excess, if
greater than zero, for the current and all remaining
periods, of the quantity A over the basic reserve,
where quantity A is obtained as indicated in
subsection 4.2 of this rule.

d. For deficiency reserves determined
on a segmented basis, the quantity A is deter-
mined using segment lengths equal to those
determined for segmented basic reserves.

5.3. Minimum Value. -- Basic reserves may
not be less than the tabular cost of insurance for
the balance of the policy year, if mean reserves
are used. Basic reserves may not be less than the
tabular cost of insurance for the balance of the
current modal period or to the paid-to-date, if
later, but not beyond the next policy anniversary,
if mid-terminal reserves are used. The tabular
cost of insurance must use the same valuation
mortality table, select mortality factors and inter-

est rates as that used for the calculation of both
the segmented and the unitary reserves. In no
case may total reserves (including basic reserves,
deficiency reserves and any reserves held for
supplemental benefits that would expire upon
contract termination) be less than the amount that
the policyowner would receive (including the cash
surrender value of the supplemental benefits, if
any, referred to above), exclusive of any deduc-
tion for policy loans, upon termination of the
policy.

5.4. Unusual pattern of guaranteed cash
surrender values.

a. For any policy with an unusual pattern
of guaranteed cash surrender values, the reserves
actually held prior to the first unusual guaranteed
cash surrender value shall not be less than the
reserves calculated by treating the first unusual
guaranteed cash surrender value as a pure endow-
ment and treating the policy as an n-year policy
providing term insurance plus a pure endowment
equal to the unusual cash surrender value, where
n is the number of years from the date of issue to

the date the unusual cash surrender value is
scheduled.

b. The reserves actually held subsequent
to any unusual guaranteed cash surrender value
shall not be less than the reserves calculated by
treating the policy as an n-year policy providing
term insurance plus a pure endowment equal to
the next unusual guaranteed cash surrender value,
and treating any unusual guaranteed cash surren-
der value at the end of the prior segment as a net
single premium, where:

1. The value of n is the number of
years from the date of the last unusual guaranteed
cash surrender value prior to the valuation date to
the earlier of:

A. The date of the next unusual
guaranteed cash surrender value, if any, that is
scheduled after the valuation date; or

B. The mandatory expiration date
of the policy; and
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2. 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

3. The net to gross ratio is equal to
the quantity described in subparagraph A of this
paragraph divided by the quantity described in
subparagraph B of this paragraph.

A. 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 guaran-
teed cash surrender value, if any, scheduled at the
beginning of the n-year period.

B. The present value, at the
beginning of the n-year period, of the scheduled
gross premiums payable during the n-year period.

c. 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
years guaranteed cash surrender value by more
than the sum of:

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

2. 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 nonforfei-
ture interest rate used for calculating policy
guaranteed cash surrender values: and

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

5.5. Optional exemption for yearly renewable
term (YRT) reinsurance. -- At the option of the
company, the following approach for reserves on
YRT reinsurance may be used.

a. Calculate the valuation net premium

for each future policy year as the tabular cost of
insurance for that future year.

b. Basic reserves shall never be less than
the tabular cost of insurance for the appropriate
period, as defined in subsection 5.3 of this rule.

¢. Deficiency reserves.

1. For each policy year, calculate the
excess, if greater than zero, of the valuation net
premium over the respective maximum guaran-
teed gross premium.

2. Deficiency reserves shall never be
less than the sum of the present values, at the date
of valuation, of the excesses determined in accor-
dance with paragraph 1 of this subdivision.

d. For purposes of this subsection, the
calculations use the maximum valuation interest
rate and the 1980 CSO mortality tables with or
without ten-year select mortality factors, or any
other table adopted after the effective date of this
rule by the National Association of Insurance
Commissioners and promulgated by rule by the
commissioner for this purpose.

e. A reinsurance agreement shall be
considered YRT reinsurance for purposes of this
subsection if:

1. The reinsurance premium rates (on
both the initial current premium scale and the
guaranteed maximum premium scale) for any
given year are independent of both the premium
rates and the plan of the original policy; and

2. Only the mortality risk is rein-
sured.

5.6. Optional exemption for attained-age-
based yearly renewable term (YRT) life insurance
policies. -- At the option of the company, the
following approach for reserves for attained-age-
based YRT life insurance policies may be used.

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

b. Basic reserves shall never be less than
the tabular cost of insurance for the appropriate
period, as defined in subsection 5.3 of this rule.

¢. Deficiency reserves.

1. For each policy year, calculate the
excess, if greater than zero, of the valuation net
premium over the respective maximum guaran-
teed gross premium.

2. Deficiency reserves shall never be
less than the sum of the present values, at the date
of valuation, of the excesses determined in accor-
dance with paragraph [ of this subdivision.

d. For purposes of this subsection, the
calculations use the maximum valuation interest
rate and the 1980 CSO valuation tables with or
without ten-year select mortality factors, or any
other table adopted after the effective date of this
rule by the National Association of Insurance
Commissioners and promulgated by rule by the
commissioner for this purpose.

e. A policy shall be considered an
attained-age-based YRT life insurance policy for
purposes of this subsection if:

1. The premium rates (on both the
initial current premium scale and the guaranteed
maximum premium scale) are based upon the
attained age of the insured such that the rate for
any given policy at a given attained age of the
insured is independent of the year the policy was
issued; and

2. The premium rates (on both the
initial current premium scale and the guaranteed
maximum premium scale) are the same as the
premium rates for policies covering all insureds of
the same sex, risk class, plan of insurance and
attained age.

f. For policies that become attained-age-
based YRT life insurance policies after an initial
period of coverage, the approach of this paragraph

may be used after the initial period if:

1. The initial period is constant for all
insureds of the same sex, risk class and plan of
insurance; or

2. The initial period runs to a com-
mon attained age for all insureds of the same sex,
risk class and plan of insurance; and

3. After the initial period of cover-
age, the policy meets the conditions of subdivi-
sion e of subsection 5.6 of this rule.

g. If this election is made, this approach
must be applied in determining reserves for all
attained-age-based YRT life insurance policies
issued on or after the effective date of this rule.

5.7. Exemption from unitary reserves for
certain n-year renewable term life insurance
policies. -- Unitary basic reserves and unitary
deficiency reserves need not be calculated for a
policy if the following conditions are met.

a. The policy consists of a series of n-
year periods, including the first period and all
renewal periods, where n is the same for each
period, and for each n-year period, the premium
rates on both the initial current premium scale and
the guaranteed maximum premium scale are level;
and

b. The guaranteed gross premiums in all
n-year periods are not less than the corresponding
net premiums based upon the 1980 CSO Table
with or without the ten-year select mortality
factors; and

¢. There are no cash surrender value in
any policy year.

5.8. Exemption from unitary reserves for
certain juvenile policies. -- Unitary basic reserves
and unitary deficiency reserves need not be calcu-
lated for a policy if the following conditions are
met, based upon the initial current premium scale
at issue:
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a. Atissue, the insured is age twenty-four
(24) or younger; and

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

¢. 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.

§114-49-6. Calculation of Minimum Valuation
Standard for Flexible Premium and Fixed
Premium Universal Life Insurance Policies
that Contain Provisions Resulting in the Ability
of a Policyowner to Keep a Policy in Force
Over a Secondary Guarantee Period of More
than Five Years.

6.1. General.

a. Policies with a secondary guarantee
include:

1. A policy with a guarantee that the
policy will remain in force at the original schedule
of benefits over a period exceeding five (5) years,
subject only to the payment of specified premi-
ums;

2. A policy in which the minimum
premium at any future duration beyond the end of
the fifth policy year is less than the corresponding
one year valuation premium, calculated using the
maximum valuation interest rate and the 1980
CS80 valuation tables with or without ten-year
select mortality factors, or any other table adopted
after the effective date of this rule by the National
Association of Insurance Commissioners promul-
gated by rule by the commissioner for this pur-
pose; or

3. A policy with any combination of
the features described in paragraphs 1 and 2 of
this subdivision.

b. A secondary guarantee period is the
longest period for which the policy is guaranteed
to remain in force subject only to a secondary
guarantee. Secondary guarantees that are unilater-
ally extended by the insurer after issue shall be
considered to have been made at issue. Reserves
described in subsections 6.2 and 6.3 of this rule
must be recalculated from issue to reflect the
extensions.

c. Specified premiums mean the premi-
ums specified in the policy, the payment of which
guarantees that the policy will remain in force at
the original schedule of benefits, but which other-
wise would be insufficient to keep the policy in
force in the absence of the guarantee if maximum
mortality and expense charges and minimum
interest credits were made and any applicable
surrender charges were assessed.

d. For purposes of this subdivision, 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 year,
produces a zero account value at the end of the
policy year., The minimum premium calculation
must use the policy cost factors (including mortal-
ity charges, loads and expense charges) and the
interest crediting rate, which are all guaranteed at
issue.

e. The one-year valuation premium
means the net one-year premium based upon the
original schedule of benefits for a given policy
year. The one-year valuation premiums for all
policy years are calculated at issue. The select
mortality factors defined in subdivisions b, ¢ and
d, of subsection 4.2 of this rule may not be used to
calculate the one-year valuation premiums.

6.2. Basic reserves for the secondary guaran-
tees. -- Basic reserves for the secondary guaran-
tees shall be the segmented reserves for the sec-
ondary guarantee period. In calculating the
segments and the segmented reserves, the gross
premiums shall be set equal to the specified
premiums, if any, or otherwise to the minimum
premiums that keep the policy in force, and the
segments will be determined according to the
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contract segmentation method as defined in
subsection 3.2 of this rule.

6.3. Deficiency reserves for the secondary
guarantees. --Deficiency reserves, if any, for the
secondary guarantees shall be calculated for the
secondary guarantee period in the same manner as
described in subsection 5.2 of this rule with gross
premiums set equal to the specified premiums; if
any, or otherwise to the minimum premiums that
keep the policy in force.

6.4. Minimum reserves. -- The minimum
reserves during the secondary guarantee period
are the greater of:

a. The basic reserves for the secondary
guarantee plus the deficiency reserve. if any, for

the secondary guarantees; or

b. The minimum reserves required by
other rules or rules governing universal life plans.

10
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Appendix A

This Appendix contains select mortality factors that are the bases to which the respective percentages
of subdivisions b and ¢ of subsection 4.1 of this rule and subdivisions b and ¢ of subsection 4.2 of this rule
are applied.

The six tables of base select mortality factors are: (1) male aggregate, (2) male nonsmokers, (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 base select mortality factors in the same proportion as the

underlying mortality. For example, for the 1980 CSO-B Table, the calculated base select mortality factors

are eighty percent (80%) of the appropriate male table, plus twenty percent (20%) of the appropriate female
table in this appendix.

11
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STATE OF WEST VIRGINIA

Offices of the Insurance Commissioner Legal Division
CECIL UNDERWOOD HANLEY C. CLARK
Governor Insurance Commissioner

May 16, 1997

HAND DELIVERED

Ms. Judy Cooper, Director
Administrative Law Division
Office of Secretary of State
State Capitol

Charleston, WV 25305

Dear Ms. Cooper:

Attached for filing with your office is the "final filing" form
for the rule Series 49 titled "Valuation of Life Insurance
Policies." This rule was authorized in Senate Bill 157 and passed
by the Legislature on April 20, 1997.

We are also providing your office with a computer disc
containing the aforementioned rule and a hard copy of the
promulgation history of that rule. The filing date and effective
date have already been inserted onto the computer disc.

If you have any questions about the enclosed forms or the
computer disc, please do not hesitate to call me.

Sincerely,

imot rynick
Asgsociate Counsel

TH/cjs
Attachment

P.O. Box 50540 "We are an Equal Opportunity Employer” Telephone (304) 558-0401
Charleston, West Virginia 25305-0540 Facsimile (304) 558-0412



DATE

05-31-96

07-01-96

08-20-96

02-14-96

02-18-97

05-16-97

01-01-98

PROMULGATION HISTORY

West Virginia Insurance Commission
TITLE 114, SERIES 49
VALUATION OF LIFE INSURANCE POLICIES

ACTION TAKEN
Notice of a Comment Period on a Proposed Rule Filed
Last Date Comments were received
Notice of Agency Approval of a Proposed Rule Filed
Notice of Action Taken by Legislative Rule-Making Review Committee
Notice of Rule Modification of a Proposed Rule Filed
Notice of Final Filing of a Proposed Rule Filed

Effective Date



