§ 4217. Valuation of insurance policies and contracts. (a) (1) The
superintendent shall annually value, or cause to be valued, the reserve
liabilities (hereinafter called reserves) for all outstanding insurance
policies and contracts of every life insurance conpany doi ng business in
this state, except that, in the case of an alien conpany, such val uation
shall be limted to its United States business, and may certify the
anount of any such reserves, specifying the nortality table or tables,
rate or rates of interest and nmethods (net |evel prem um nethod or
other) used in the cal culation of such reserves. In calculating such
reserves, the superintendent may use group nethods and approxi mate
averages for fractions of a year or otherw se.

(2) Inlieu of the valuation of the reserves herein required of any
foreign or alien conpany, the superintendent nay accept any val uation
made, or caused to be nade, by the insurance supervisory official of any
state or other jurisdiction when such valuation conplies with the
m ni nrum st andard herein provided and if the official of such state or
jurisdiction accepts as sufficient and valid for all |egal purposes the
certificate of valuation of the superintendent when such certificate
states the valuation to have been nade in a specified manner according
to which the aggregate reserves would be at least as large as if they
had been conputed in the manner prescribed by the | aw of that state or
jurisdiction.

(3) (A The superintendent nmay, in his discretion, vary the standards
of nortality applicable to policies of insurance on substandard |ives
and ot her extra-hazardous lives issued by any life insurance conpany
doi ng business in this state.

(B) He may also, in his discretion, vary the standards of interest and
nortality applicable to contracts issued by an alien insurer in
countries other than the United States, if such alien insurer maintains
the trusteed surplus prescribed by section one thousand three hundred
twel ve of this chapter

(4) (A Any life insurance conpany doing business in this state which
has adopted as a basis for the valuation of its insurance policies and
contracts standards producing greater reserves in the aggregate than the
m ni nrum st andards herein prescribed may continue to use such higher
standards as a basis of valuation.

(B) After January first, nineteen hundred forty, any |ife insurance



conpany doi ng business in this state may, subject to the provisions of
par agr aph ei ght of subsection (c) of this section, adopt as the basis
for the valuation of its insurance policies and contracts standards
produci ng greater reserves in the aggregate than the m ni num standards
herei n prescribed; and any such conpany which shall have at any tine
adopt ed such hi gher standards of valuation may, with the approval of the
superi ntendent, adopt |ower standards of valuation, but in no case | ower
than the m ni mum standards herein prescribed, provided, however, that,
for the purposes of this paragraph, the holding of additional reserves
determ ned by a qualified actuary to be necessary to render the opinion
requi red by subsection (e) of this section shall not be deened to be the
adopti on of a higher standard of val uation.

(C The superintendent may approve any such change if he finds that
t he proposed standards are for the best interests of the holders of the
policies and contracts and annuitants of such conpany.

(D) Nothing contained herein shall be deenmed to affect the contractual
rights or obligations of the holder of any such policy or contract.

(b) (1) This subsection shall apply only to those policies and
contracts issued prior to the operative date of section four thousand
two hundred twenty-one of this article.

(2) Except as provided in paragraph six hereof the |egal m ninmm
standards for the valuation of life insurance contracts shall be as
fol |l ows:

(A) For the valuation of all such contracts issued before the first
day of January, nineteen hundred one, it shall be the Actuaries' or
Combi ned Experience Table of Mirtality with interest at four percent per
annum

(B) For the valuation of such contracts issued on or after said day,
except as provided in subparagraphs (C) and (D) hereof, it shall be the
Aneri can Experience Table of Mirrtality with Craig' s extension for ages
under ten years and with interest at three and one-half percent per
annum

(C For the valuation of group terminsurance policies under which
premumrates are not guaranteed for a period in excess of five years,
it shall be the Arerican Men Utinate Table of Mrtality with interest
at three and one-half percent per annum

(D) Any life insurance conpany nay, at its option, value its life



i nsurance contracts issued on or after the first day of January,

ni net een hundred thirty, in accordance with their terns on the basis of
the American Men Utinate Table of Mrtality, supplenented by such
extension and nodi fication for ages under twenty years, as may be
approved by the superintendent, with interest at three and one-half
percent per annum by the |evel net prem um nethod or by the nodified
prelimnary term nmethod prescribed in paragraph four hereof.

(3) Life insurance policies issued on or after the first day of
January, nineteen hundred seven, may, at the option of the insurer, be
val ued in accordance with their terns by the nodified prelimnary term
nmet hod prescribed in paragraph four hereof, or in accordance with the
select and ultimte method on the basis that the rate of nortality
during the first five years after the issuance of said contracts
respectively shall be cal cul ated according to the foll ow ng percentages
of the rates shown by the Anerican Experience Table of Mrtality:

For the first insurance year, fifty percent thereof; for the second
i nsurance year, sixty-five percent thereof; for the third insurance
year, seventy-five percent thereof; for the fourth insurance year,
ei ghty-five percent thereof; and for the fifth insurance year,
ni nety-five percent thereof.

(4) (A Life insurance policies may provide for not nore than one year
of prelimnary terminsurance by incorporating in the provisions thereof
speci fying the prem um consideration to be received by the insurer, a
clause plainly showing that the first year's insurance under such
policies is terminsurance, purchased by the whole or a part of the
premumto be received during the first policy year

(B) Such policies nmay, in accordance with their terns, be val ued on
the basis of the nortality tables and interest rates prescribed in
par agraph two hereof, by the nodified prelimnary term plan described as
follows: If the premiumcharged for terminsurance under a limted
paynment life prelimnary termpolicy providing for the paynent of al
prem uns thereon in |ess than twenty years fromthe date of the policy,
or under an endownrent prelimnary term policy, exceeds that charged for
|l i ke i nsurance under twenty paynent life prelimnary term policies of
t he sane conpany, the reserve thereon at the end of any year, including
the first, shall be not |less than the reserve on a twenty paynent life



prelimnary termpolicy issued in the sane year and at the same age,
toget her with an anmount which shall be equivalent to the accunul ati on of
a level net premumsufficient to provide for a pure endownent at the
end of the prem um paying period equal to the difference between itens
(i) and (ii) hereof as follows: (i) the value at the end of such period
of such a twenty paynment |ife prelimnary termpolicy and (ii) the ful

| evel net premiumreserve at such tinme of such a limted paynent life or
endownrent policy.

(C The prem um paying period referred to above is the period during
whi ch prem uns are concurrently payabl e under such twenty paynent life
prelimnary termpolicy and such |imted paynent |ife or endownent
policy.

(5 (A The legal mninmmstandard for the valuation of all individual
annuity contracts issued on or after January first, nineteen hundred
forty (including life annuities provided or avail abl e under opti onal
nodes of settlenment in insurance contracts issued on or after such date)
shall be the Conbined Annuity Tables with age set back one year, with
interest at three and one-half percent per annum

(B) The legal m ninum standard for the valuation of all individual
annuity contracts issued prior to January first, nineteen hundred forty
(including annuities provided or avail abl e under optional nobdes of
settlenment in insurance contracts issued prior to such date) shall be in
accordance with the provisions of |aw applicable thereto as of the date
of issuance.

(C Except as otherw se provided in paragraphs three and four of
subsection (c) hereof for group annuity and pure endownent contracts,
the l egal m nimum standard for the valuation of all group annuity
contracts shall be the 1971 G oup Annuity Moirtality Table, or any
nodi fication of this table approved by the superintendent, and five
percent interest.

(D) Annuities, annuity benefits and guaranteed interest contracts to
whi ch this subsection applies shall be subject to item (vi) of
subpar agraph (B) of paragraph four of subsection (c) of this section.

(6) (A The legal mninmmstandard for the valuation of all industrial
life insurance policies issued on or after January first, nineteen
hundred forty shall, at the option of the conpany, be either (i) the
1941 Standard Industrial Mrtality Table or the 1941 Substandard



Industrial Mortality Table, with interest at three and one-half percent
per annum by the net |evel prem umnethod, or (ii) either of the tables
specified in item (i) hereof, by the nodified prelimnary term nethod
prescribed in paragraph four hereof, in accordance with the terns of the
policy, or (iii) in the case of policies issued on the nonthly prem um
pl an, the New York Standard Internediate Table of Mrtality (1907 Tabl e)
with interest at three and one-half percent per annum In lieu of such
tabl es, at the option of the conpany, the Standard Industrial Mrtality
Tabl e (1907) or the Substandard Industrial Mrtality Table (1907) may be
used with respect to such policies issued prior to January first,

ni net een hundred forty-two.

(B) The legal m ninum standard for the valuation of all industrial
life insurance policies issued prior to January first, nineteen hundred
forty shall be the m ninmum standard required by the |law of this state in
force at the date of issuance.

(7) The legal m ninmum standard for the valuation of all accidental
death benefits and disability benefits, provided in connection with or
suppl enmental to life insurance policies or annuity contracts shall be
such tabl es as the superintendent nay prescribe.

(c) (1) This subsection shall apply only to policies and contracts
i ssued on or after the operative date of section four thousand two
hundred twenty-one of this article, except as otherw se provided in
par agr aphs three and four of this subsection for group annuity and pure
endownent contracts issued prior to such operative date.

(2) Except as otherw se provided in paragraphs three, four and ten of
this subsection, the mninmmstandard for the valuation of all such
policies and contracts shall be the comm ssioners reserve val uation
nmet hod defined in paragraph six of this subsection and in section four
t housand two hundred eighteen of this article, three percent interest
for all life insurance policies issued prior to January first, nineteen
hundred sixty-six and for all individual annuity and pure endowrent
contracts issued prior to January first, nineteen hundred sixty, or
three and one-half percent interest for all life insurance policies
i ssued on or after January first, nineteen hundred sixty-six and prior
to June thirteenth, nineteen hundred seventy-four and for all individual
annuity and pure endowrent contracts issued on or after January first,
ni net een hundred sixty, and prior to the operative date of paragraph



three of this subsection, or four percent interest for all life

i nsurance policies issued on or after June thirteenth, nineteen hundred
seventy-four and prior to January first, nineteen hundred seventy-nine,
or four and one-half percent interest for all life insurance policies,

i ssued on or after January first, nineteen hundred seventy-nine, or five
percent interest for all annuities purchased or to be purchased under
group annuity contracts, and the follow ng tables:

(A) For all ordinary policies of life insurance issued on the standard
basi s, excluding any disability and accidental death benefits in such
policies, the Comm ssioners 1941 Standard Ordinary Mrtality Table for
such policies issued prior to the operative date of subsection (h) of
section four thousand two hundred twenty-one of this article, the
Comm ssioners 1958 Standard Ordinary Mortality Table for such policies
i ssued on or after such operative date and prior to the operative date
of subsection (k) of such section; provided that for any category of
such policies issued on female risks all nodified net prem uns and
present val ues nmay be cal cul ated according to an age not nore than six
years younger than the actual age of the insured, and for such policies
i ssued on or after the operative date of such subsection, and, at the
option of the conpany, for such policies not providing for nonforfeiture
benefits which are issued on or after nineteen hundred ei ghty-one and
prior to the operative date of such subsection, (i) the Comm ssioners
1980 Standard Ordinary Mortality Table, or (ii) at the election of the
conpany for any one or nore specified plans of |ife insurance, the
Comm ssioners 1980 Standard Ordinary Mortality Table with Ten- Year
Sel ect Mortality Factors, or (iii) any ordinary nortality table, adopted
after nineteen hundred eighty by the National Association of |nsurance
Comm ssioners, that is approved by the superintendent for use in
determ ning the m ni mum standard of valuation for such policies, or (iv)
any other ordinary nortality table, or any nodification of any of the
foregoi ng tabl es, approved by the superintendent for any specified class
or classes of risks.

(B) For all industrial life insurance policies issued on the standard
basi s, excluding any disability and accidental death benefits in such
policies, the 1941 Standard Industrial Mrtality Table for such policies
i ssued prior to the operative date of subsection (i) of section four
t housand two hundred twenty-one of this article, and for such policies



i ssued on or after such operative date (i) the Comm ssioners 1961
Standard Industrial Mrtality Table, or (ii) any industrial nortality
tabl e, adopted after nineteen hundred eighty by the National Association
of I nsurance Comm ssioners, that is approved by the superintendent for
use in determning the mni mum standard of valuation for such policies,
or (iii) any other industrial nortality table, or any nodification of
any of the foregoing tables, approved by the superintendent for any
specified class or classes of risks.

(© For individual annuity and pure endowrent contracts, excluding any
disability and accidental death benefits in such contracts,--the 1937
Standard Annuity Mortality Table or, at the option of the conpany, the
Annuity Mortality Table for 1949, Utimate, or any nodification of
either of these tables approved by the superintendent.

(D) For group annuity and pure endownent contracts, excluding any
disability and accidental death benefits in such contracts,--the 1971
Group Annuity Mrtality Table or any nodification of this table approved
by the superintendent.

(E) For total and permanent disability benefits in or supplenentary to
ordinary policies or contracts--for policies or contracts issued on or
after January first, nineteen hundred sixty-six, the tables of Period 2
di sabl ement rates and the 1930 to 1950 term nation rates of the 1952
Disability Study of the Society of Actuaries, with due regard to the
type of benefits or any tables of disablenent rates and term nation
rates, adopted after nineteen hundred eighty by the National Association
of I nsurance Comm ssioners, that are approved by the superintendent for
use in determning the mni mum standard of valuation for such policies
or any other tables of disablenent rates and term nation rates, or any
nodi fication of any of the foregoing tables, approved by the
superintendent for any specified class or classes of risks; for policies
or contracts issued prior to January first, nineteen hundred sixty-siX,
ei ther such tables or, at the option of the conpany, the O ass (3)
Disability Table (1926). Any such table shall, for active lives, be
conmbined with a nortality table permtted for calculating the reserves
for life insurance policies.

(F) For accidental death benefits in or supplenmentary to policies--
for policies issued on or after January first, nineteen hundred
si xty-six, the 1959 Accidental Death Benefits Table or any acci dental



death benefits table, adopted after nineteen hundred eighty by the
Nat i onal Associ ation of I|nsurance Comr ssioners, that is approved by the
superintendent for use in determ ning the mninmum standard of val uation
for such policies or any other accidental death benefits table, or any
nodi fication of any of the foregoing tables, approved by the
superintendent for any specified class or classes of risks; for policies
i ssued prior to January first, nineteen hundred sixty-six, either such
table or, at the option of the conpany, the Inter-Conpany Double

I ndemmity Mortality Table. Any such table shall be conbined with a
nortality table permtted for calculating the reserves for life

i nsurance policies.

(G For group life insurance, life insurance issued on the substandard
basis, annuities involving life contingencies provided or avail able
under optional nodes of settlement in life insurance policies or annuity
contracts and ot her special benefits--such tables as may be approved by
t he superi nt endent.

(3) Except as provided in paragraph four hereof, the m nimum standard
for the valuation of all individual annuity and pure endowrent contracts
i ssued on or after the operative date of this paragraph, as defined
herein, and for all annuities and pure endownents purchased or to be
purchased on or after the operative date under group annuity and pure
endowrent contracts, shall be the comm ssioners reserve val uati on net hod
defined in paragraph six hereof and the follow ng tables and interest
rates:

(A) For individual annuity and pure endowrent contracts issued prior
to January first, nineteen hundred seventy-nine, excluding any
disability and accidental death benefits in such contracts and excl udi ng
any annuities, purchased under individual deferred annuity contracts, to
whi ch the conpany has el ected to have subparagraph (B) hereof apply--the
1971 Individual Annuity Mortality Table, or any nodification of this
tabl e approved by the superintendent, and six percent interest for
single prem uminmedi ate annuity contracts, and four percent interest
for all other individual annuity and pure endowrent contracts, or such
hi gher rate or rates of interest for any of such contracts as may be
approved fromtine to tinme by the superintendent.

(B) For individual annuity and pure endowrent contracts issued on or
after January first, nineteen hundred seventy-nine, excluding any



disability and accidental death benefits in such contracts, and, at the
el ection of the conmpany, for annuities purchased on or after such date
under i ndividual deferred annuity contracts--the 1971 |ndividual Annuity
Mortality Table, or any individual annuity nortality table, adopted
after nineteen hundred eighty by the National Association of |nsurance
Comm ssioners, that is approved by the superintendent for use in

determ ning the m ni mum standard of valuation for such contracts, or any
ot her individual annuity nortality table, or any nodification of any of
t he foregoing tables, approved by the superintendent, and seven and
one-hal f percent interest for all single prem umindividual imred ate
annuity contracts and all annuities, purchased under individual deferred
annuity contracts, to which the conpany has el ected to have this

subpar agraph apply and five and one-half percent interest for all other

i ndi vi dual annuity and pure endownent contracts, excluding any
annuities, purchased under deferred annuity contracts, for which the
interest rate is seven and one-half percent or such higher rate or rates
of interest for any of such contracts or annuities purchased under
deferred annuity contracts as may be approved fromtime to tinme by the
superi nt endent.

(C© For all annuities and pure endownents purchased or to be purchased
prior to January first, nineteen hundred seventy-seven under group
annuity and pure endowrent contracts, excluding any disability and
acci dental death benefits purchased under such contracts,--the 1971
Group Annuity Mrtality Table, or any nodification of this table
approved by the superintendent, and six percent interest, or such higher
rate or rates of interest for any of such annuities and pure endownents
as nmay be approved fromtinme to tine by the superintendent.

(D) For all annuities and pure endownents purchased or to be purchased
on or after January first, nineteen hundred seventy-seven under group
annuity and pure endowrent contracts, excluding any disability and
acci dental death benefits purchased under such contracts--the 1971 G oup
Annuity Mortality Table, or any group annuity nortality table, adopted
after nineteen hundred eighty by the National Association of |nsurance
Comm ssioners, that is approved by the superintendent for use in
determ ning the m ni mum standard of valuation for such annuities and
pure endowrents, or any other group annuity nortality table, or any
nodi fication of any of the foregoing tables, approved by the



superintendent, and seven and one-half percent interest, or such higher
rate or rates of interest for any such annuities and pure endowrents as
may be approved fromtinme to tine by the superintendent.

(E) After June thirteenth, nineteen hundred seventy-four, any conpany
may file with the superintendent a witten notice of its election to
conply with the provisions of this paragraph after a specified date
bef ore January first, nineteen hundred seventy-nine, which shall be the
operative date of this paragraph for such company, provided that an
insurer may elect a different operative date for individual annuity and
pure endowrent contracts fromthat elected for group annuity and pure
endownent contracts. If a conpany nakes no such el ection, the operative
date of this paragraph for such conpany shall be January first, nineteen
hundr ed seventy-ni ne.

(F) Annuities, annuity benefits and guaranteed interest contracts to
whi ch this subsection applies shall be subject to item (vi) of
subpar agraph (B) of paragraph four of this subsection.

(4) (A) The interest rates used in determ ning the m nimum standard
for the valuation of:

(i) all life insurance policies issued in a particular cal endar year,
on or after January first, nineteen hundred eighty-two,

(ii) all individual annuity and pure endownent contracts issued in a
particul ar cal endar year on or after January first, nineteen hundred
ei ghty-two, and, at the option of the conpany, all annuities purchased
in a particular cal endar year on or after such date under i ndividual
deferred annuity contracts issued prior thereto,

(iii) all annuities and pure endowrents purchased in a particul ar
cal endar year on or after January first, nineteen hundred ei ghty-two
under group annuity and pure endowrent contracts, and

(iv) the net increase, if any, in a particular calendar year after
January first, nineteen hundred eighty-two, in anounts held under
guaranteed interest contracts,
shall be the cal endar year statutory valuation interest rates as defined
in this subsection, or such higher rate or rates of interest for any of
such policies, contracts or annuities as may be approved fromtinme to
time by the superintendent.

(B) The cal endar year statutory valuation interest rates ("I") shal
be determ ned in accordance with the followi ng fornul ae (where Ris the



reference interest rate, and Wis the weighting factor, defined in this
par agraph) and the results rounded to the nearer one-quarter of one
percent :

(i) For life insurance, except as otherw se provided in this
subpar agr aph,

| =.03 + WRL - .03) + W2 (R2 - .09);
where R1 is the lesser of R and .09,
R2 is the greater of R and .09,

(ii) For single premiuminmediate annuities and for annuity benefits
arising fromlife insurance policies and annuity and guaranteed i nterest
contracts with cash settlenent options,

| =.03 + WR - .03)

(iii) For other annuities with cash settlenent options and guaranteed
i nterest contracts with cash settlenent options, valued on an issue year
basis, except as stated in item (ii), the forrmula for life insurance
stated initem (i) shall apply to annuities and guaranteed interest
contracts with guarantee durations in excess of ten years and the
formula for single premiuminmediate annuities stated in item (ii) shal
apply to annuities and guaranteed interest contracts w th guarantee
durations of ten years or less, and to single premumIlife insurance
policies of the kind referred to in item(vi) valued on a year of issue
basis with guarantee durations of ten years or |ess,

(iv) For other annuities with no cash settlenment options and for
guaranteed interest contracts with no cash settlenent options, the
formula for single premiuminmediate annuities stated in item (ii) shal
apply,

(v) For other annuities with cash settlement options and guarant eed
i nterest contracts with cash settlenent options, and for single prem um
life insurance policies of the kind referred to in item(vi), valued on
a change in fund basis, the formula for single prem uminmnediate
annuities stated in item(ii) shall apply,

(vi) Single premumlIlife insurance policies of the kind referred to in
this itemare all single premiumlife insurance policies, issued on or
after January first, nineteen hundred eighty-two, which provide for the
crediting of additional anpunts pursuant to subsection (b) of section
four thousand two hundred thirty-two of this article and under which
interest rates provided in, or declared pursuant to, the policy are, for



sone period, guaranteed to exceed the greater of (lI) six percent per
annum and (11) the cal endar year statutory valuation interest rate for
other life insurance policies with guarantee durations in excess of
twenty years.

(© If the calendar year statutory valuation interest rate for any
life insurance policies, other than single premiumlife insurance
policies of the kind referred to in item(vi) of subparagraph (B) of
t hi s paragraph, issued in any cal endar year determ ned wi thout reference
to this sentence differs fromthe corresponding actual rate for simlar
policies issued in the inmedi ately precedi ng cal endar year by |ess than
one-hal f of one percent the cal endar year statutory val uation interest
rate for such life insurance policies shall be equal to the
correspondi ng actual rate for the i Mmedi ately precedi ng cal endar year.
For purposes of applying the i mediately precedi ng sentence, the
cal endar year statutory valuation interest rate for life insurance
policies issued in a cal endar year shall be determ ned for nineteen
hundred eighty, (using the reference interest rate defined for nineteen
hundred seventy-nine) and shall be determ ned for each subsequent
cal endar year regardl ess of when subsection (k) of section four thousand
two hundred twenty-one of this article becones operative.

(D) The weighting factors referred to in the formul as stated above are
given in the foll ow ng tables:

(i) Weighting factors for life insurance:

Guar antee Duration (Years) Wei ghting Factors
10 or less .50
More than 10, but not nore than 20 . 45
More than 20 .35

except that the factors shown above shall be increased for single

prem um policies of the kind referred to in item (vi) of subparagraph

(B) of this paragraph valued on an issue year basis by .05 and for

single prem um policies of such kind valued on a change in fund basis by
. 10.

For life insurance, other than single prem umpolicies of the kind
referred to in item(vi) of subparagraph (B) of this paragraph, the
guarantee duration is the maxi mum nunber of years the life insurance can
remain in force on a basis guaranteed in the policy or under options to



convert to plans of life insurance with premiumrates or nonforfeiture
val ues or both which are guaranteed in the original policy; for such
single premiumpolicies of the kind referred to in item(vi) of

subpar agraph (B) of this paragraph, the guarantee duration is the nunber
of years for which interest rates provided in, or declared pursuant to,
the policy are guaranteed to exceed the greater of (1) six percent per
annum and (11) the cal endar year statutory valuation interest rate for
life insurance policies, other than such single prem umpolicies, with
guarantee durations in excess of twenty years;

(ii) Weighting factor for single prem uminmedi ate annuities, and for
annuity benefits arising fromlife insurance policies and annuity and
guaranteed interest contracts with cash settlement options: .80

(iii) Weighting factors for other annuities and for guaranteed
i nterest contracts, except as stated initem (ii), shall be as specified
in tables (1), (Il), (Ill), according to the rules and definitions in
tables (1V) and (V):

Wei ghti ng Fact or
for Plan Type
Guar antee Duration (Years) A B C

(I') For annuities and guaranteed interest contracts valued on an issue

year basis:

5 or less: .80 .60 .50
More than 5, but not nore than 10: .75 .60 .50
More than 10, but not nore than 20: .65 .50 .45
More than 20: .45 .35 .35

(I'l) For annuities and guarant eed
i nterest contracts valued on a change in
fund basis, the factor shown in table
(1) above increased by: .15 .25 .05

(') For annuities and guaranteed
interest contracts valued on an issue
year basis (other than those with no
cash settl enment options) which do not
guarantee interest on considerations
recei ved nore than one year after issue
or purchase and for annuities and
guaranteed i nterest contracts val ued on



a change in fund basis which do not

guarantee interest rates on

consi derations received nore than twel ve

nont hs beyond the val uation date, the

factors shown in table (I) or derived in

table (11) increased by: .05 .05 .05
(I'V) For other annuities with cash settlenent options and guar ant eed

interest contracts with cash settlenent options, the guarantee duration

is the nunber of years for which the interest rates provided in, or

decl ared pursuant to, the contract are guaranteed to exceed the cal endar

year statutory valuation interest rate for |ife insurance policies other

than single premumpolicies of the kind referred to in item(vi) of

subpar agraph (B) of this paragraph, with guarantee durations in excess

of twenty years.

For other annuities with no cash settlenment options and for guaranteed
interest contracts with no cash settlenent options, the guarantee
duration is the nunber of years fromthe date of issue or date of
purchase to the date annuity benefits are scheduled to conmence.

(V) Plan type as used in the above tables is defined as foll ows:

Pl an Type A. The policyholder may withdraw funds only (i) with an
adjustnment to reflect changes in interest rates or asset val ues since
recei pt of the funds by the insurance conpany, or (ii) wthout such
adj ustnment but in installnents over five years or nore, or (iii) as an
i mMmediate life annuity.

Pl an Type B: The policyhol der may not withdraw funds before the
expiration of the interest rate guarantee or, if withdrawals are
permtted before the expiration of such guarantee, nay w thdraw funds
only (i) with an adjustnent to reflect changes in interest rates or
asset val ues since receipt of the funds by the insurance conpany, or
(ii) without such adjustment but in installnments over five years or
nore. At the end of the interest rate guarantee, funds nay be w t hdrawn
Wi t hout such adjustment in a single sumor installnments over |ess than
five years.



Pl an Type C. The policyhol der may withdraw funds before the expiration
of the interest rate guarantee in a single sumor installnments over |ess
than five years either (i) w thout adjustnent to reflect changes in
interest rates or asset values since receipt of the funds by the
i nsurance conpany, or (ii) subject only to a fixed surrender charge
stipulated in the contract as a percentage of the fund.

(E) A conpany may elect to value single premumlife insurance
policies of the kind referred to in item(vi) of subparagraph (B) of
t hi s paragraph, guaranteed interest contracts with cash settl enent
options or other annuities with cash settlenent options on either an
i ssue year basis or on a change in fund basis. Guaranteed interest
contracts with no cash settlenent options and other annuities with no
cash settlement options nust be valued on an issue year basis. As used
in this paragraph, and except as otherw se pernmtted by the
superintendent, an issue year basis of valuation refers to a valuation
basi s under which the interest rate used to determ ne the m ninmum
val uation standard for the entire duration of the |life insurance policy,
annuity contract or guaranteed interest contract is the cal endar year
valuation interest rate for the year of issue or year of purchase of the
policy or contract, and the change in fund basis of valuation refers to
a valuation basis under which the interest rate used to determ ne the
m ni nrum val uati on standard applicable to each change in the fund held
under the policy or contract is the cal endar year valuation interest
rate for the year of the change in the fund.

(F) The reference interest rate referred to above shall be defined as
fol |l ows:

(i) For all life insurance, except single prem um policies of the kind
referred to in item(vi) of subparagraph (B) of this paragraph, the
| esser of the average over a period of thirty-six nonths and the average
over a period of twelve nonths, ending on June thirtieth of the cal endar
year next preceding the year of issue, of Myuody's Corporate Bond Yield
Average - Monthly Average Corporates, as published by Mody's |Investors
Service, Inc.

(ii) For single premiuminmediate annuities and for annuity benefits
arising fromlife insurance policies and annuity and guaranteed i nterest
contracts with cash settlenent options, the average over a period of
twel ve nont hs, ending on June thirtieth of the cal endar year of issue or



year of purchase, of Mdody's Corporate Bond Yield Average - Monthly
Aver age Corporates, as published by Mody's Investors Service, |Inc.

(iii) For other annuities with cash settlenent options and guaranteed
i nterest contracts with cash settlenent options, and for single prem um
life insurance policies of the kind referred to in item (vi) of
subpar agraph (B) of this paragraph, valued on a year of issue basis,
except as stated in item(ii) hereof, with guarantee durations in excess
of ten years, the | esser of the average over a period of thirty-six
nont hs and the average over a period of twelve nonths ending on June
thirtieth of the cal endar year of issue or purchase, of Moody's
Cor porate Bond Yield Average - Mnthly Corporates, as published by
Moody' s I nvestors Service, |Inc.

(iv) For other annuities with cash settlenent options and guar ant eed
i nterest contracts with cash settlenent options, and for single prem um
life insurance policies of the kind referred to in item (vi) of
subpar agraph (B) of this paragraph, valued on a year of issue basis,
except as stated in item(ii) hereof, with guarantee durations of ten
years or |less, the average over a period of twelve nonths, ending on
June thirtieth of the cal endar year of issue or purchase, of Mody's
Cor porate Bond Yield Average - Monthly Average Corporates, as published
by Mbody's I nvestors Service, Inc.

(v) For other annuities with no cash settlenent options and for
guaranteed interest contracts with no cash settlenent options, the
average over a period of twelve nonths, ending on June thirtieth of the
cal endar year of issue or purchase, of Myody's Corporate Bond Yield
Average - Monthly Average Corporates, as published by Mody's |Investors
Service, Inc.

(vi) For other annuities with cash settlenent options and guar ant eed
i nterest contracts with cash settlenent options, and for single prem um
life insurance policies of the kind referred to in item (vi) of
subpar agraph (B) of this paragraph, valued on a change in fund basis,
except as stated in item (ii) hereof, the average over a period of
twel ve nonths, ending on June thirtieth of the cal endar year of the
change in the fund, of Myody's Corporate Bond Yield Average - Monthly
Aver age Corporates, as published by Mody's Investors Service, Inc.

(G In the event that Mody's Corporate Bond Yield Average - Monthly
Average Corporates is no | onger published by Mody's |Investors Service,



Inc., or in the event that the National Association of |nsurance
Comm ssi oners determ nes that Mody's Corporate Bond Yield Average -
Mont hl y Average Corporates as published by Mody's |Investors Service,
Inc., is no |onger appropriate for the determ nation of the reference
interest rate, then an alternative nethod for determ nation of the
reference interest rate, which is adopted by the National Association of
| nsurance Comm ssioners and approved by the superintendent, may be
substi tut ed.

(H) The provisions of this subparagraph shall apply to any life
i nsurance conpany which has life insurance policies or annuity or pure
endownent contracts in effect which were issued in a foreign country and
under which prem uns and benefits, and the assets supporting reserves in
respect thereof, are denom nated in the currency of a foreign country
which is rated in one of the two highest rating categories by an
i ndependent, nationally recognized United States rating agency. For the
pur pose of determning the reference interest rate to be used in val uing
such policies and contracts, the superintendent may permt any such
conpany, or nmay by regulation require all such conpani es (except as
exenpt ed pursuant to such regulation), to adjust the yield average of
t he applicabl e i ndex published by Mody's Investors Service, Inc. (or
the yield average determ ned on the basis of any substitute nethod
applicable to such policies or contracts and approved by the
superintendent in accordance with subparagraph (G of this paragraph) in
accordance with a nmethod approved by the superintendent, or to
substitute an alternative nmethod approved by the superintendent in place
of the applicable index published by Mody's Investors Service, provided
that any such substitute or alternative method shall produce
year -t o-year consistency in reserving nmethods and shall appropriately
reflect the difference between the yield average on corporate bonds
issued in the United States and the yield average on corporate bonds
i ssued in such foreign country. Any conpany which adjusts yield averages
i n accordance with a nmethod approved by the superintendent pursuant to
t hi s subparagraph shall continue to use such nethod with respect to the
val uati on of such policies and contracts until the superintendent
permts or requires such conpany to cease using such nethod.

(6) (A Except as otherw se provided in section four thousand two
hundred ei ghteen of this article, reserves according to the



commi ssi oners reserve valuation nethod for the life insurance and
endownent benefits of policies providing for a uniform anount of

i nsurance and requiring the paynent of uniform prem uns shall be the
excess, if any, of the present value, at the date of valuation, of such
future guaranteed benefits provided for by such policies, over the then
present val ue of any future nodified net prem uns therefor. The nodified
net prem uns for any such policy shall be such uniform percentage of the
respective contract premuns for such benefits that the present val ue,

at the date of issue of the policy, of all such nodified net prem uns
shall be equal to the sum of the then present value of such benefits
provi ded for by the policy and the excess of item (i) over item(ii), as
fol | ows:

(i) A net level annual prem umequal to the present value, at the date
of issue, of such benefits provided for after the first policy year,

di vided by the present value, at the date of issue, of an annuity of one
per annum payabl e on the first and each subsequent anniversary of such
policy on which a premiumfalls due; provided, however, that such net

| evel annual prem um shall not exceed the net |evel annual prem um on

t he nineteen year premiumwhole [ife plan for insurance of the sane
anount at an age one year higher than the age at issue of such policy.

(ii) A net one year termprem umfor such benefits provided for in the
first policy year.

(B) Provided that for any life insurance policy issued on or after
January first, nineteen hundred eighty-six for which the contract
premumin the first policy year exceeds that of the second year and for
whi ch no conparabl e additional benefit is provided in the first year for
such excess and which provides an endownrent benefit or a cash surrender
val ue or a conbination thereof in an anmount greater than such excess
prem um the reserve according to the comm ssioners reserve val uation
nmet hod as of any policy anniversary occurring on or before the assuned
endi ng date defined herein as the first policy anniversary on which the
sum of any endownent benefit and any cash surrender value then avail able
is greater than such excess prem um shall, except as otherw se provided
in section four thousand two hundred eighteen of this article, be the
greater of the reserve as of such policy anniversary cal cul ated as
described in the precedi ng paragraph and the reserve as of such policy
anni versary cal cul ated as described in that paragraph, but with (i) the



value defined in item (i) of subparagraph (A) hereof being reduced by
fifteen percent of the anmpbunt of such excess first year premum (ii)

all present values of benefits and prem uns bei ng determ ned w thout
reference to prem uns or benefits provided for by the policy after the
assunmed ending date, (iii) the policy being assuned to mature on such
date as an endownent, and (iv) the cash surrender val ue provided on such
date bei ng considered as an endowrent benefit. In making the above
conparison, the nortality and interest bases stated in paragraphs two
and four shall be used.

(C Reserves according to the comm ssioners reserve val uati on net hod
for (i) life insurance policies providing for a varying anmount of
i nsurance or requiring the paynment of varying premuns, (ii) disability
and accidental death benefits in all policies and contracts, and (iii)
all other benefits, except life insurance and endowrent benefits in life
i nsurance policies and benefits in annuity, pure endowrent and
guaranteed interest contracts, shall be cal cul ated by a nethod
consistent with the principles of this paragraph, except that any extra
prem uns charged because of inpairnments or special hazards shall be
di sregarded in the determ nation of nodified net prem uns.

(D) The superintendent may, by regulation, issue guidelines for the
application of the reserve valuation provisions of this section to such
policies and contracts as the superintendent deens appropriate. Such
gui delines may provide that the m ni num standard for the val uation of
single premumlife insurance policies of the kind referred to in item
(vi) of subparagraph (B) of paragraph four of this subsection nay be
based on interest rates determ ned in accordance with paragraph four of
subsection (c) of this section for the first ten years follow ng the
date of valuation and thereafter on interest rates determned in
accordance with the fornula stated in item (i) of subparagraph (B) of
par agraph four of this subsection. Such guidelines may permt
recogni tion of surrender charges in determ ning reserves to the extent
and under the conditions specified in the regulation. Wth respect to
annuity, pure endownent, or guaranteed interest contracts providing
al l ocation of assets to a separate account which qualifies under item
(iii) of paragraph five of subsection (a) of section four thousand two
hundred forty of this article and in which the assets are val ued at
their market value in accordance with the terns of such contracts, such



gui delines may provide for the valuation of the reserves for such
contracts in a consistent manner.

(7) I'n no event shall a conmpany's aggregate reserves for all life
i nsurance policies, excluding disability and accidental death benefits,
be | ess than the aggregate reserves cal culated in accordance with the
nmet hods set forth in paragraphs six and nine hereof and the nortality
table or tables and rate or rates of interest used in cal culating
nonforfeiture benefits for such policies, nor |ess than the aggregate
reserves cal cul ated in accordance with section four thousand two hundred
ei ghteen of this article. This paragraph shall not apply to single
premumlife insurance policies of the kind referred to in item(vi) of
subpar agraph (B) of paragraph four of this subsection nor to life
i nsurance policies that provide for the crediting of additional anounts
pursuant to subsection (b) of section four thousand two hundred
thirty-two of this article if the aggregate reserves for all such
policies are at |east equal to the greatest of present values, at the
date of valuation, of the future guaranteed cash surrender val ues at any
time under all such policies, assunmng no future prem unms and the
nortality tables and interest rates prescribed under paragraphs two and
four of this subsection.

(8) Notwithstanding the provisions of subsection (a) hereof and
not wi t hst andi ng the provisions of subsection (g) of section four
t housand two hundred twenty-one of this article, after a life insurance
conpany has established reserves for participating life insurance
policies in accordance with a method consistent with the provisions of
this chapter, it nmay cal cul ate such reserves according to a rate of
interest |lower than the rate of interest previously used in calculating
reserves for the same policies only with the consent of the
superi ntendent, subject to such conditions, if any, as he nay i npose.

(9) In the case of any plan of life insurance which provides for
future prem um determ nation, the amounts of which are to be determ ned
by the insurance conpany based on then estimates of future experience,
or in the case of any plan of life insurance or annuity which is of such
a nature that the mninmumreserves cannot be determ ned by the nethods
descri bed in paragraph six hereof and section four thousand two hundred
ei ghteen of this article, the reserves which are held under any such
pl an nust:



(A) be appropriate in relation to the benefits and the pattern of
prem uns for that plan, and

(B) be conputed by a nmethod which is consistent with the principles of
such paragraph and such section as determ ned by the superintendent.

(10) (A) The superintendent shall, by regulation, issue guidelines for
the determ nation of the mnimmreserve value required by this section
for any plan or plans of life insurance policies under which cash
surrender values and policy |oan values are adjusted in accordance with
a mar ket -val ue adj ust nent fornul a.

(B) The regul ation may require any company issuing or delivering such
policies in this state to submt to the superintendent with each annual
report an opinion, in formand substance satisfactory to the
superintendent, of a qualified actuary that the reserves for all such
policies in force at the end of the year, and the assets held by the
conpany in support of such reserves, make adequate provision for the
liabilities of the conpany with respect thereto, such opinion to be
acconpani ed by a nmenorandum also in formand substance satisfactory to
t he superintendent, of the qualified actuary describing the cal cul ations
made in support of such opinion and the assunptions used in the
cal cul ations. The regul ation nmay prescribe the calculations required to
support such opinions and may provide that if the conpany has desi gnated
particul ar assets primarily to support reserves for a class or classes
of policies, including reserves for policies determ ned in accordance
with the regul ation, the opinion of the conpany's qualified actuary nay
apply to the policies whose reserves are supported by such assets. For
pur poses hereof, "qualified actuary"” has the neaning ascribed to it by
subpar agraph (E) of paragraph four of subsection (e) of this section.

(C Wth respect to any policies covered by the regul ation that
provide for the allocation of assets to a separate account which
qualifies under item (iii) of paragraph five of subsection (a) of
section four thousand two hundred forty of this article and in which
assets are valued at their nmarket value in accordance with the ternms of
such policies, the regulation my provide for the valuation of the
reserves for such policies in a consistent manner.

(d) The conpany shall maintain reserves for all individual and group
acci dent and health insurance policies which reserves shall reflect a
sound val ue placed on its liabilities under such policies and shall be



not | ess than the reserves required by regul ations which the
superi ntendent shall promul gate.

(e) Actuarial opinion of reserves.

(1) Ceneral. Every life insurance conpany doing business in this state
shall annually submt the opinion of a qualified actuary as to whet her
the reserves and related actuarial itens held in support of the policies
and contracts specified by the superintendent by regul ation are conputed
appropriately, are based on assunptions which satisfy contractual
provi sions, are consistent with prior reported anounts and conply with
applicable laws of this state. The superintendent by regul ation shal
define the specifics of this opinion and add any other itens deened to
be necessary to its scope.

(2) (A Actuarial analysis of reserves and assets supporting such
reserves. Every life insurance conpany, except as exenpted by or
pursuant to regulation, shall also annually include in the opinion
requi red by paragraph one of this subsection, an opinion of the sane
qualified actuary as to whether the reserves and related actuarial itens
hel d in support of the policies and contracts specified by the
superintendent by regul ation, when considered in |ight of the assets
hel d by the conpany with respect to the reserves and rel ated actuari al
items, including but not limted to the investnent earnings on the
assets and the considerations anticipated to be received and retained
under the policies and contracts, nmake adequate provision for the
conpany's obligations under the policies and contracts, including but
not limted to the benefits under and expenses associated with the
policies and contracts.

(B) The superintendent may provide by regulation for a transition
period for establishing any additional reserves which the qualified
actuary may deem necessary in order to render the opinion required by
t hi s paragraph.

(3) Requirenment for actuarial nmenorandum (A) Except as exenpted by or
pursuant to regul ation, a nmenorandum in form and substance acceptabl e
to the superintendent as specified by regulation, shall be prepared to
support each actuarial opinion submtted pursuant to subparagraph (A) of
paragraph two of this subsection. Each conpany required to prepare such
menor andum shal | submit such nenorandumto the superintendent as part of
its subm ssion of the opinion of the qualified actuary pursuant to such



subpar agraph (A), except as otherw se provided in subparagraph (B) of

t hi s paragraph and except that if a foreign or alien conpany has
submtted a nenorandumin support of an opinion of a qualified actuary
for the prior year to the conm ssioner of a state accredited by the
Nati onal Association of Insurance Comm ssioners and if that nenorandum
was in form and substance acceptable to the conm ssioner and was in
support of an opinion of a qualified actuary that was required by |aws
or regulations of that state to neet standards adopted fromtinme to tine
by the Actuarial Standards Board and such additional standards as the
superi ntendent has prescribed, the foreign or alien conpany need submt
t he nmenorandum required by this subparagraph only at the request of the
superintendent or as the superintendent may by regul ation require.

(B) In lieu of preparing a nenorandum as required by subparagraph (A
of this paragraph, a conpany may increase its reserves in the manner
provi ded by the superintendent by regulation. If a conpany that has not
so increased its reserves fails to file a supporting nmenorandum as
requi red by subparagraph (A) of this paragraph or fails to provide a
supporting menorandum at the request of the superintendent within a
period specified by regulation or the superintendent determ nes that the
supporting menorandum provi ded by the conpany fails to neet the
standards prescribed by the regulations or is otherwi se unacceptable to
t he superintendent, the superintendent nay engage a qualified actuary at
t he expense of the conpany to review the opinion and the basis for the
opi nion and prepare such supporting nenorandumas is required by the
superi nt endent.

(4) Requirenment for all opinions. Every opinion shall be governed by
the foll owi ng provisions:

(A) The opinion shall be submtted with the annual statenent
reflecting the valuation of such reserve liabilities for each year
endi ng on or after Decenber thirty-first, nineteen hundred ninety-four.

(B) The opinion shall apply to all business in force including
i ndi vidual and group health insurance plans, in formand substance
acceptable to the superintendent as specified by regul ation.

(C The opinion shall be based on standards adopted fromtinme to tine
by the Actuarial Standards Board and on such additional standards as the
superintendent may by regul ation prescri be.

(D) I'n the case of an opinion required to be submtted by a foreign or



al i en conpany, the superintendent nay accept the opinion submtted by
that conpany to the commr ssioner of a state accredited by the National
Associ ation of Insurance Commi ssioners if the superintendent determ nes
that the opinion reasonably neets the requirenents applicable to a
conpany domiciled in this state.

(E) For the purposes of this subsection, "qualified actuary"” nmeans a
menber in good standing of the American Acadeny of Actuaries who neets
the requirenments prescribed by the superintendent by regul ation.

(F) Except in cases of fraud, willful msconduct or gross negligence,
the qualified actuary shall not be liable for danages to any person
(other than the insurance conpany or the superintendent) for any act,
error, om ssion, decision or conduct with respect to the actuary's
opi nion and nenorandum The provisions of this subparagraph shall not
operate to renove, condition or limt any rights, renedies or actions at
| aw or equity which the insurance conpany or the superintendent nay have
or take against or with respect to the qualified actuary.

(G Disciplinary action by the superintendent agai nst the conpany or
the qualified actuary shall be defined in regulations by the
superi nt endent.

(H) Non-public information (meaning information not otherw se
avail abl e from public docunents or records) contained in any nmenorandum
i n support of the opinion, or in any other material provided by the
conpany to the superintendent in connection therewith, shall at the
written request of the conpany be kept confidential by the
superintendent and shall not be nade public, other than for the purpose
of enabling any person to defend agai nst an action seeki ng damages from
such person by reason of any action required by this section or by
regul ati ons pronul gated hereunder; provided, however, that such
non-public informati on may ot herw se be rel eased by the superi ntendent
(i) with the witten consent of the conpany or (ii) for the purpose of
prof essi onal disciplinary proceedi ngs conducted by the superintendent or
by any professional body, provided that steps deened appropriate by the
superintendent are taken to preserve the confidentiality of such
non-public informati on. Notw thstandi ng the foregoing, the
superintendent shall rel ease the non-public information to persons
maki ng denmand therefor in a crimnal proceeding pursuant to | awful
subpoena, warrant or court order or in response to a subpoena froma



grand jury served upon the superintendent. Any such request by the
conpany for confidentiality shall designate with reasonable specificity
the portion of such nmenorandum or other material with respect to which
confidentiality is requested pursuant to this subparagraph. Once such
menor andum or other naterial, or any portion thereof containing natters
with respect to which confidentiality has been requested, is cited by
the conpany in its nmarketing or is cited before any governnental agency
(other than a state insurance departnent) or is released by the conpany
to the news nedia, all portions of such nmenorandum or other nmateri al
shall be no | onger confidential.

(f) (1) An insurer shall be deened to neet the m ninum standard for
the valuation of life insurance, if the anpbunt of its aggregate reserves
for group life insurance, for ordinary |ife insurance and for industrial
life insurance, whether or not held in separate accounts pursuant to
section four thousand two hundred forty of this article, is in each case
at | east equal to the aggregate m ni num standard required by this
section for the respective valuation thereof.

(2) An insurer shall be deened to neet the m ninum standard for the
val uation of annuities and guaranteed interest contracts if the anpount
of its aggregate reserves therefor, whether or not held in separate
accounts pursuant to such section forty-two hundred forty of this
article, is at least equal to the aggregate m ni nrum standard required by
this section for the valuation thereof.

(3) An insurer shall be deened to neet the m ninum standard for the
val uation of individual and group accident and health insurance policies
if the amount of its aggregate reserves therefor is at |east equal to
t he aggregate mni num standard required by this section for the
val uati on thereof.

(4) Wthout the specific approval of the superintendent subject to
such conditions as he may prescribe and as provided by regul ati on, an
i nsurer shall not aggregate the reserves referred to in two or nore of
par agraph one, two or three of this subsection. Such regul ation nay
prescri be the conditions under which the valuation of two or nore
cl asses of business of insurance or the valuation of all of its
i nsurance business to which this section applies my be conbi ned.

(5) For purposes of this subsection, the aggregate m ni mum standard
required by this section for the valuation of any insurance policies or



contracts shall be deened to include such additional reserves as the
qual i fied actuary deens necessary, taking into account any transition
rul es provided by regul ati on pursuant to subparagraph (B) of paragraph
two of subsection (e) of this section, in order to render the opinion
requi red by subsection (e) of this section and such additional reserves
as nmay be necessary to conply with regul ati ons pronul gated by the
superintendent pursuant to this section.

* (g)(1) This subsection shall apply only to individual and group life
i nsurance policies and annuity contracts issued on or after the
operative date of the valuation nanual as prescribed by the
superintendent by regul ation, provided that the operative date shall be
no sooner than January first, two thousand nineteen.

(2) For the purposes of this subsection, "NAIC' shall nean the
Nati onal Association of |nsurance Comm ssioners.

(3) For purposes of this subsection, "principle-based val uation" shal
nmean a reserve valuation that uses nethods and assunptions required by
par agr aph el even of this subsection as specified in the valuation
manual .

(4) For purposes of this subsection, "qualified actuary"” shall nean a
menber in good standing of the American Acadeny of Actuaries who neets
the requirenments prescribed by the superintendent by regul ation.

(5) For purposes of this subsection, "valuation manual" shall nean the
val uati on nmanual adopted by the NAI C on Decenber second, two thousand
twel ve, as subsequently amended, and as approved by the superintendent
upon a finding that such manual is for the best interests of the hol ders
of policies and contracts and annuitants of this state and which neets
the requirenents as set forth in this subsection

(6) Notwi thstandi ng subsection (c) of this section and section four
t housand two hundred eighteen of this article, the mninum standard for
the valuation of all such policies and contracts shall be the standard
prescribed in the val uati on manual .

(7) The val uation nmanual shall not becone operative in this state
unl ess and until the superintendent has approved of such nanual and has
adopted all necessary regulations to effectuate this subsection.

(8) (A No anendnent to the valuation nanual shall take effect in this
state unl ess the superintendent finds that such amendnent is for the
best interests of the holders of policies and contracts and annuitants



of this state.

(B) The superintendent may deviate, through regulations, fromthe
reserve standards, valuation nethods, assunptions, and rel ated
requi renents in the valuation manual, including for individual
conpani es, provided, however, that such deviation shall not result in
reserve valuations that are | ower than the m ni num standards prescri bed
in the valuation manual and may be based on a percentage of the reserves
being held for the policies and contracts subject to this subsection
prior to the operative date of such manual

(9) The val uation nanual shall specify all of the follow ng:

(A) M ninmum val uation standards for and definitions of the policies
and contracts subject to this subsection as determ ned by the
superintendent. Such m nimum val uati on standards shal |l be:

(i) The comm ssioners reserve valuation nethod for |ife insurance
policies subject to this subsection; and

(ii) The comm ssioners annuity reserve val uation nethod for annuity
contracts subject to this subsection

(B) Requirenments for the format of reports to the superintendent under
item (iii) of subparagraph (B) of paragraph el even of this subsection
and which shall include informati on necessary to deternine if the
valuation is appropriate and in conpliance with this subsection;

(C Assunptions for risks over which a conpany does not have
significant control or influence;

(D) Procedures for corporate governance and oversi ght of the actuaria
function, and a process for appropriate waiver or nodification of such
procedur es;

(E) O her requirenents, including, but not limted to, those relating
to reserve nethods, nodels for nmeasuring risk, generation of economc
scenari os, assunptions, margins, use of conpany experience, risk
measur enent, disclosure, certifications, reports, actuarial opinions and
menor anduns, transition rules and internal controls; and

(F) The data and form of the data required under paragraph twelve of
this subsection, with whomthe data shall be submtted, and ot her
requi renents including data anal yses and reporting of anal yses.

(10) The superintendent nmay engage a qualified actuary, at the expense
of a conpany, to performan actuarial exam nation of such conmpany and
opi ne on the appropriateness of any reserve assunption or nethod used by



such conpany, or to review and opi he on such conpany's conpliance with
any requirement set forth in this subsection.

(11) (A A conmpany that issues policies and contracts subject to this
subsection shall establish reserves using a principle-based val uation
that nmeets the follow ng conditions for such policies and contracts as
specified in the valuation nanual :

(i) Quantify the benefits and guarantees, and the funding, associated
with the policies or contracts and their risks at a | evel of
conservatismthat reflects conditions that include unfavorable events
t hat have a reasonabl e probability of occurring during the lifetinme of
the policies and contracts. For policies and contracts with significant
tail risk, reflect conditions appropriately adverse to quantify the tai
risk.

(ii) Incorporate assunptions, risk analysis nethods and fi nanci al
nodel s and nanagenent techni ques that are consistent with, but not
necessarily identical to, those utilized within the conmpany's overal
ri sk assessnent process, while recognizing potential differences in
financial reporting structures and any prescribed assunptions or
met hods.

(iii) Incorporate assunptions that are derived in one of the foll ow ng
manners:

(I') The assunption is prescribed in the valuation manual .

(I'l) For assunptions that are not prescribed, the assunptions shall:

a. be established utilizing the conpany's avail abl e experience, to the
extent it is relevant and statistically credible; or

b. to the extent that conpany experience is not avail able, relevant,
or statistically credible, be established utilizing other rel evant,
statistically credible experience.

(iv) Provide margins for uncertainty including adverse devi ati on and
estimation error, such that the greater the uncertainty the larger the
margin and resulting reserve.

(B) A conpany that issues policies and contracts subject to this
subsecti on shall

(i) Establish procedures for corporate governance and oversi ght of the
actuarial valuation function consistent with those described in the



val uati on manual

(ii) Provide to the superintendent, annually on or before a date as
determ ned by the superintendent, and the board of directors of the
conpany an annual certification of the effectiveness of the internal
controls with respect to the principle-based valuation. Such controls
shall be designed to assure that all material risks inherent in the
liabilities and associ ated assets subject to such valuation are included
in the valuation, and that valuations are nade in accordance with the
val uati on manual. The certification shall be based on the controls in
pl ace as of the end of the precedi ng cal endar year.

(iii) Develop, and file with the superintendent upon request, a
princi pl e-based val uation report that conplies with standards prescribed
in the valuation manual .

(C© A principle-based valuation shall include a prescribed fornulaic
reserve conponent.

(12) A conpany that issues policies and contracts subject to this
subsection shall submt nortality, norbidity, policyhol der behavior, or
expense experience and other data as prescribed in the val uati on nanual
to the superintendent annually on or before a date as determ ned by the
superi nt endent.

(13) (A) The superintendent may exenpt specific product forms or
product lines of a domestic conpany that is |icensed and doi ng busi ness
only in this state fromthe requirenents of this subsection provided:

(i) The superintendent has issued an exenption in witing to the
conpany and has not subsequently revoked the exenption in witing; and

(ii) The conmpany conputes reserves using assunptions and net hods used
prior to the operative date of the valuation manual in addition to any
requi renents established by the superintendent and pronul gated by
regul ati on.

(B) For any conpany granted an exenption under this paragraph,
subsections (c), (d), (e) and (f) of this section and section four
t housand two hundred eighteen of this article shall be applicable. Wth
respect to any conpany applying for this exenption, any reference to
subsection (g) found in subsections (c), (d), (e) and (f) of this
section and section four thousand two hundred eighteen of this article
shall not be applicable.

* NB Repeal ed Decenber 7, 2028






