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69O-162.001 Scope.

The following Rules and Regulations shall govern the issuance and delivery of Variable Annuity Contracts pursuant to the authority set forth in Chapter 627, Part XIV, F.S.

Rulemaking Authority 627.805 FS. Law Implemented 627.801 FS. History–Repromulgated 12-24-74, Formerly 4-10.01, 4-10.001, 4-162.001.

69O-162.002 Policy Form and Application; Prior Approval; Disapproval or Withdrawal of Filing.

No variable annuity contract shall be delivered or issued for delivery in this state by any insurance company until a copy of the form thereof (and, in the case of a contract on a group basis, the form of any certificates evidencing variable benefits issued pursuant thereto) and any form of application for such variable annuity contract shall have been filed with the Director. No such form shall be issued or used until the Director shall give his prior written approval of such form. The Director shall disapprove or withdraw approval of any such contract form, application or certificate if:

(1) Such variable annuity contract or application or certificate contains provisions which are ambiguous, misleading or deceptive or likely to mislead or deceive the policyholder, certificate holder, or applicant; or if sales of such contracts are being solicited by any means of advertising, communication or dissemination of information which involves misleading or inadequate description of the provisions of the contract,

(2) The Director, in such event, shall, by written order, promptly notify the company, specifying the particulars of his disapproval. It shall be unlawful for such company thereafter to issue any contract or certificate thereunder or use any application in the form so disapproved.

Rulemaking Authority 624.308(1), 627.805 FS. Law Implemented 624.307(1), 627.803, 627.410, 627.411 FS. History–Repromulgated 12-24-74, Formerly 4-10.02, 4-10.002, Amended 4-9-97, Formerly 4-162.002.

69O-162.003 Illustrations of Benefits.

Illustrations of benefits payable under any variable contract shall not involve projections of past investment experience into the future.

Rulemaking Authority 626.9611, 627.805 FS. Law Implemented 627.803, 626.9541(1) FS. History–Repromulgated 12-24-74, Formerly 4-10.03, 4-10.003, 4-162.003.

69O-162.004 Grace Period and Nonforfeiture Values.

No individual variable annuity contract shall be delivered or issued for delivery in this state unless it contains in substance the following provisions:

(1) That, in the event of default in the payment of any consideration beyond the period of grace allowed by the contract for the payment thereof, the insurance company will make payment of the value of the contract in accordance with a plan provided by the contract commencing not later than the date contractual payments by the company were otherwise to have commenced in accordance with the contract.

(2) That, upon request of the contract holder received by the insurance company at least four months prior to the date contractual payments by the company were otherwise to have commenced, the company will make payment of the value of the contract in accordance with a plan provided by the contract and selected by the contract holder commencing as of the first day of the first month which is at least four months after the date of receipt of such request, unless another date of commencement is requested by the contract holder and agreed to by the company.

(3) That the insurance company will mail to the holder of the contract at least once in each contract year after the first, at his last address known to the company, a report in a form approved by the Director, which shall include a statement of the number of units credited to such contract and the dollar value of a unit as of a date not more than two months previous to the date of mailing and the statement shall be in a form and of a date approved by the Director of the investments held in the appropriate variable contract account.

Rulemaking Authority 624.308(1), 627.805 FS. Law Implemented 624.307(1), 627.802, 627.804, 627.475 FS. History–Repromulgated 12-24-74, Formerly 4-10.04, 4-10.004, 4-162.004.

69O-162.006 Notice of Variable Values Required.

Any variable annuity contract delivered or issued for delivery in this state, and any application for such contract, and any group annuity certificate, shall contain on its first page, in a prominent position in ten (10) point type or larger, a clear statement that the annuity benefits of values thereunder are on a variable basis.

Suggested wording is as follows: “ANNUITY PAYMENTS AND TERMINATION VALUES PROVIDED BY THIS CONTRACT ARE VARIABLE AND ARE NOT GUARANTEED AS TO FIXED DOLLAR AMOUNT.”

Rulemaking Authority 626.9611, 627.805 FS. Law Implemented 626.9541(1), 627.803 FS. History–Repromulgated 12-24-74, Formerly 4-10.06, 4-10.006, 4-162.006.

69O-162.008 Contract Provision; Expense, Mortality and Investment Increment Factor.

Any individual or group variable annuity contract delivered or issued for delivery in this state shall stipulate the expense, mortality, and investment increment factors to be used in computing the dollar amount of variable benefits or other contractual payments or values thereunder, and shall guarantee that expense and mortality results shall not adversely affect such dollar amounts. The mortality and investment increment factors used in computing the dollar amount of variable benefits or other contractual payments or values under an individual variable contract shall not produce a large initial payment than would be produced by the use of the 1937 Standard Annuity Mortality Table and an annual investment increment assumption of 3 1/2%. “Expense” as used in this subsection may exclude some or all taxes as stipulated in the contract.

Rulemaking Authority 624.308(1), 627.805 FS. Law Implemented 624.307(1), 627.803, 627.804, 627.413 FS. History–Repromulgated 12-24-74, Formerly 4-10.08, 4-10.008, 4-162.008.

69O-162.009 Licensing of Agents.

Sales of variable annuity contracts shall be made or solicited only by persons authorized under licenses from the Department of Financial Services to sell life insurance only after certification by the Department as having satisfactorily completed an examination given or authorized by the Department relating to variable annuity contracts.

Rulemaking Authority 627.805 FS. Law Implemented 626.221, 626.241 FS. History–Repromulgated 12-24-74, Formerly 4-10.09, 4-10.009, 4-162.009.

69O-162.010 Selling Methods and Advertising.

(1) All companies authorized to issue and deliver contracts on a variable basis, all contracts, certificates and other forms in connection therewith, and all agents and other representatives are subject to the provisions of Chapter 626, Part VII, F.S.

(2) Illustration of benefits payable under any variable annuity contract shall not involve projections of past investment experience into the future or attempted predictions of future investment experience.

(3) No advertising, sales literature, or sales presentation for contracts on a variable basis shall be misleading, deceptive or inadequate in any way.

Rulemaking Authority 627.805 FS. Law Implemented 626.9521, 626.9541 FS. History–Repromulgated 12-24-74, Formerly 4-10.10, 4-10.010, 4-162.010.

69O-162.011 Investments.

Every domestic life insurance company which issues variable annuity contracts shall be permitted to invest and reinvest amounts received in connection with such variable contracts in common stocks, subject to the following limitations:

(1) All such common stock investments shall be in stock which is listed or admitted to trading on a securities exchange located in the United States of America, or which is publicly held and has been traded in the “over the counter market” for not less than one year preceding the date of purchase of such stock and as to which stock market quotations have been readily available for such one year period.

(2) No domestic life insurance company which issues variable annuity contracts shall invest more than five percent of all of the amounts received in connection with such contracts in the securities of any one corporation or issuer.

(3) No domestic life insurance company which issues variable annuity contracts shall as a result of investing any or all of the amounts received in connection with such contracts, beneficially own or hold, together with the investments permitted under Section 625.305(2)(a), F.S., more than fifteen percent of the outstanding securities of any one corporation or issuer. Any foreign life insurance company which issues variable annuity contracts in this state and which invests the amounts received in connection with such contracts in accordance with the laws of its state of domicile, shall be held to be in compliance with this section.

(4) No domestic life insurance company shall invest in the common stock of any corporation if such investment shall create a conflict of interest between officers and directors of the investing company and those of the corporation whose stock is purchased.

Rulemaking Authority 627.805 FS. Law Implemented 625.302, 625.305, 627.804 FS. History–Repromulgated 12-24-74, Formerly 4-10.11, 4-10.011, 4-162.011.

69O-162.012 Valuation of Account Assets; Reserve Liability.

(1) The valuation of variable annuity contract account assets for all purposes, including annual reports of the company to the Office of Insurance Regulation, shall be determined in accordance with the market value of such assets, notwithstanding the application of other valuation methods to assets of the company other than the assets of the variable annuity contract account. Such valuation may be made as of such valuation date as the company shall establish from time to time, except as otherwise required for the annual reports to the Office of Insurance Regulation.

(2) The reserve liability for variable annuity contracts shall be established by the Director pursuant to the requirements of the 1937 Standard Annuity Mortality Table in accordance with actuarial procedures that recognize the variable nature of the benefits provided.

Rulemaking Authority 627.805 FS. Law Implemented 625.121, 627.802, 627.804 FS. History–Repromulgated 12-24-74, Formerly 4-10.12, 4-10.012, 4-162.012.

69O-162.013 Annual Statement; Record of Accumulation Required.

(1) Every company authorized to issue and deliver in this state annuity contracts on a variable basis shall, on or before the first of March in each and every year, file with the Director the statement required by Section 624.424(1), F.S. Such statement shall contain, in addition to the information specifically mentioned in said statutory provision, separate information concerning the sale of the variable annuity contracts, amounts of money received and expended, number of contracts in force, and investments. In addition, every such company shall supply, in a form prescribed by the Director, such other information as he may deem necessary to enable him to determine the amount of the reserves, assets, liabilities, expenses and values of the units.

(2) For each variable annuity contract a domestic life insurance company shall maintain a history record card or ledger sheet showing, in addition to the usual premium or contract consideration information, each net annuity consideration applied and accumulated balance on either a unit or a dollar value basis.

Rulemaking Authority 624.308(1), 627.805 FS. Law Implemented 624.307(1), 624.424 FS. History–Repromulgated 12-24-74, Formerly 4-10.13, 4-10.013, 4-162.013.

69O-162.014 Company Qualifications.

No domestic or foreign life insurance company shall undertake the issuance of any variable annuity contract in this state until said domestic company has shown to the satisfaction of the Director that it has successfully engaged in the business of transacting life insurance for a period of two years (foreign insurers three years), or is the wholly owned subsidiary of such a company and that its condition and methods of operation in connection with the issuance of such variable annuity contracts will not be such as to render its operation hazardous to the public or its policyholders in this state. In determining the qualifications of a company requesting authority to issue or deliver variable annuity contracts within this state, the Director shall consider among other things the history and financial condition of the company; the character, responsibility, and general fitness of the officers and directors of the company; and in the case of a foreign or alien company, whether the regulation provided by the laws of its domicile provides a degree of protection to policyholders and the public substantially equal to that provided by the laws of this state.

Rulemaking Authority 627.805, 624.308(1) FS. Law Implemented 624.307(1), 624.404 FS. History–Repromulgated 12-24-74, Formerly 4-10.14, 4-10.014, 4-162.014.

69O-162.015 Separate Accounts Required; Transactions Between Accounts Prohibited.

Assets and liabilities of the separate account established in connection with variable annuity contracts shall be distinguishable from other accounts of the same domestic insurance company. There shall be no sales or transfers between accounts of the same domestic insurance company, or between the insurance company and any other company having a common management with the insurance company; provided, however, that the insurance company may buy or sell securities listed on a recognized securities exchange or any recognized “over the counter market” in the United States through an investment dealer or brokerage firm under common management with the insurance company if the investment dealer or brokerage firm receives only such commissions as prescribed by such exchange for the execution of such orders. In the case of “over the counter” transactions, commissions may not exceed those prescribed by the New York Stock Exchange on a similar transaction. The dealer or broker cannot act as principal.

Rulemaking Authority 627.805 FS. Law Implemented 627.802, 627.804 FS. History–Repromulgated 12-24-74, Formerly 4-10.15, 4-10.015, 4-162.015.

69O-162.016 Stockholders' Interest; Schedule of Commissions.

(1) No person while serving as an elected or appointed officer, director or trustee of any domestic life insurance company shall receive directly or indirectly any commission on the variable annuity business transactions of the company.

(2) The deductions that may be made from the premium to cover expense factors such as administrative costs and premium taxes of the variable annuity business shall be reasonable and shall be filed with the Director for his approval.

(3) Schedules of commissions to agents on variable annuities shall be filed with the Director.

(4) No authority to issue or deliver in this state variable annuity contracts will be granted to any company whose stockholders benefit, to an extent considered unreasonable by the Director, from its variable annuity business.

Rulemaking Authority 624.308(1), 627.805 FS. Law Implemented 624.307(1), 626.794, 627.805(2) FS. History–Repromulgated 12-24-74, Formerly 4-10.16, 4-10.016, 4-162.016.

69O-162.101 Scope.

The following rules shall govern annuity mortality tables for use in reserves as set forth in Section 625.121, F.S.

Rulemaking Authority 624.308, 625.121(5)(i) FS. Law Implemented 624.307(1), 625.121 FS. History–New 12-23-98, Formerly 4-162.101.

69O-162.102 Purpose.

The purpose of this rule is to recognize the following mortality tables for use in determining the minimum standard of valuation for annuity and pure endowment contracts: the Annuity 2000 Mortality Table and the 1994 Group Annuity Reserving (1994 GAR) Table.

Rulemaking Authority 624.308, 625.121(5)(i) FS. Law Implemented 624.307(1), 625.121 FS. History–New 12-23-98, Formerly 4-162.102.

69O-162.103 Definitions. 

As used in this rule chapter, the following terms have the following meaning:

(1) “1994 GAR Table” – means that mortality table developed by the Society of Actuaries Group Annuity Valuation Table Task Force.

(2) “Annuity 2000 Mortality Table” means that mortality table developed by the Society of Actuaries Committee on Life Insurance Research.

Rulemaking Authority 624.308, 625.121(5)(i) FS. Law Implemented 624.307(1), 625.121 FS. History–New 12-23-98, Formerly 4-162.103.

69O-162.104 Individual Annuity or Pure Endowment Contracts.

(1) The Annuity 2000 Mortality Table shall be used for determining the minimum standard of valuation for any individual annuity or pure endowment contract issued on or after July 1, 1998.

(2) The 1983 Table “a” without projection is to be used for determining the minimum standard of valuation for an individual annuity or pure endowment contract issued on or after July 1, 1998, solely when the contract is based on life contingencies and is issued to fund periodic benefits arising from:

(a) Settlements of various forms of claims pertaining to court settlements or out of court settlements for tort actions;

(b) Settlements involving similar actions such as workers compensation claims; or

(c) Settlements of long term disability claims where a temporary or life annuity has been used in lieu of continuing disability payments.

Rulemaking Authority 624.308, 625.121(5)(i) FS. Law Implemented 624.307(1), 625.121 FS. History–New 12-23-98, Formerly 4-162.104.

69O-162.105 Group Annuity or Pure Endowment Contracts.

The 1994 GAR Table shall be used for determining the minimum standard of valuation for any annuity or pure endowment purchased on or after July 1, 1998 under a group annuity or pure endowment contract.

(1) For valuation dates on or after the effective date of this rule and on or before December 31, 1998, a company may, at its option, value its reserves using the mortality table in effect prior to the adoption of this rule if it estimates and holds an additional reserve.

(2) The additional reserve for (1) would be based on ratios of reserve factors using the 1994 GAR table and the table in effect prior to the adoption of this rule, which is the 1983 group annuity mortality table.

(3) The reserve based on the 1983 Group Mortality table will be allocated to segments which correspond to the ratios calculated in (2).

(4) The additional reserve will equal the larger of zero and the sum of the products obtained by multiplying the factors from (2) by the corresponding segment in (3).

Rulemaking Authority 624.308, 625.121(5)(i) FS. Law Implemented 624.307(1), 625.121 FS. History–New 12-23-98, Formerly 4-162.105.

69O-162.106 Application of 1994 GAR Table.

In using the 1994 GAR Table, the mortality rate for a person age x in year (1994 + n) is calculated as follows:

qx-1994 + n = qx1994(1 - AAx)n 
where the qx-1994s and AAxs are as specified in the 1994 GAR Table.

Rulemaking Authority 624.308, 625.121(5)(i) FS. Law Implemented 624.307(1), 625.121 FS. History–New 12-23-98, Formerly 4-162.106.

69O-162.108 Tables.

(1) The following tables are hereby adopted and incorporated by reference:

(a) The Annuity 2000 Mortality Table;

(b) The 1994 GAR Table;

(c) The 1983 Table “a”;

(2) The tables in subsection (1) are available from the Bureau of Life and Health Insurer Solvency, 200 East Gaines Street, Tallahassee, Florida 32399-0327.

Rulemaking Authority 624.308, 625.121(5)(i) FS. Law Implemented 624.307(1), 625.121 FS. History–New 12-23-98, Formerly 4-162.108.

69O-162.201 Adoption of 2001 Commissioners Standard Ordinary (CSO) Mortality Tables.

(1) Scope. This rule shall govern mortality tables for use in reserves as set forth in Section 625.121, F.S.

(2) Purpose. The purpose of this rule is to recognize, permit, and prescribe the use of the 2001 Commissioners Standard Ordinary (CSO) Mortality Table in accordance with Sections 625.121(5)(a)3. and 627.476(9)(h)6., F.S., and paragraphs 69O-164.020(5)(a) and (b), F.A.C. 

(3) Definitions.

(a) “2001 CSO Mortality Table” means the mortality table, consisting of separate rates of mortality for male and female lives, developed by the American Academy of Actuaries CSO Task Force from the Valuation Basic Mortality Table developed by the Society of Actuaries Individual Life Insurance Valuation Mortality Task Force, and adopted by the NAIC in December 2002. The 2001 CSO Mortality Table is included in the Proceedings of the NAIC (2nd Quarter 2002), which is adopted herein and incorporated by reference. Unless the context indicates otherwise, the “2001 CSO Mortality Table” includes both the ultimate form of that table and the select and ultimate form of that table and includes both the smoker and nonsmoker mortality tables and the composite mortality tables. It also includes both the age-nearest-birthday and age-last-birthday bases of the mortality tables.

(b) “2001 CSO Mortality Table (F)” means the mortality table consisting of the rates of mortality for female lives from the 2001 CSO Mortality Table.

(c) “2001 CSO Mortality Table (M)” means the mortality table consisting of the rates of mortality for male lives from the 2001 CSO Mortality Table.

(d) “Composite mortality tables” means mortality tables with rates of mortality that do not distinguish between smokers and nonsmokers.

(e) “Smoker and nonsmoker mortality tables” means mortality tables with separate rates of mortality for smokers and nonsmokers.

(4) CSO Mortality Table. 

(a)1. For policies not issued in this state, the 2001 CSO Mortality Table may be used as the minimum standard for valuation purposes on valuation dates on or after the date this rule becomes effective for policies issued on or after January 1, 2005, if that is the basis for nonforfeiture purposes and that is the basis permitted or required for the sale of policies in that state.

2. For policies issued in this state, the 2001 CSO Mortality Table may be used as the minimum standard for valuation and nonforfeiture purposes for policies issued on or after the date this rule becomes effective.

(b) Subject to the conditions stated in this rule, the 2001 CSO Mortality Table shall be used in determining minimum standards for policies issued on and after January 1, 2009, to which Sections 625.121(5)(a)3. and 627.476(9)(h)6., F.S., and paragraphs 69O-164.020(5)(a) and (b), F.A.C., are applicable.

(c)1. For policies not issued in this state, the 2001 CSO Mortality Table may be substituted for the 1980 Commissioners Extended Term (CET) Tables for use as the minimum standard for valuation purposes on valuation dates on or after the date this rule becomes effective for policies issued on or after January 1, 2005 if that is the basis for nonforfeiture purposes and that is the basis permitted or required for the sale of policies in that state.

2. For policies issued in this state, the 2001 CSO Mortality Table may be substituted for the 1980 Commissioners Extended Term (CET) Tables for use as the minimum standard for valuation and nonforfeiture purposes for policies issued on or after the date this rule becomes effective if the same election is made with respect to paragraph (a) above.

(5) Conditions.

(a) For each plan of insurance with separate rates for smokers and nonsmokers an insurer may use:

1. Composite mortality tables to determine minimum reserve liabilities and minimum cash surrender values and amounts of paid-up nonforfeiture benefits;

2. Smoker and nonsmoker mortality tables to determine the valuation net premiums and additional minimum reserves, if any, required by Section 625.121(11), F.S., and use composite mortality tables to determine the basic minimum reserves, minimum cash surrender values and amounts of paid-up nonforfeiture benefits; or

3. Smoker and nonsmoker mortality to determine minimum reserve liabilities and minimum cash surrender values and amounts of paid-up nonforfeiture benefits.

(b) For plans of insurance without separate rates for smokers and nonsmokers the composite mortality tables shall be used.

(c) For the purpose of determining minimum reserve liabilities and minimum cash surrender values and amounts of paid-up nonforfeiture benefits, the 2001 CSO Mortality Table may, at the option of the company for each plan of insurance, be used in its ultimate or select and ultimate form, subject to the restrictions of subsection (6) of this rule and Rule 69O-164.020, F.A.C., relative to use of the select and ultimate form.

(6) Applicability of the 2001 CSO Mortality Table to Rule 69O-164.020, F.A.C.

(a) The 2001 CSO Mortality Table may be used in applying Rule 69O-164.020, F.A.C., in the following manner, subject to the transition dates for use of the 2001 CSO Mortality Table in subsection (4) of this rule. Unless otherwise noted, the references in this section are to Rule 69O-164.020, F.A.C.:

1. Sub-subparagraph 69O-164.020(3)(a)2.b., F.A.C.: The net level reserve premium is based on the ultimate mortality rates in the 2001 CSO Mortality Table.

2. Paragraph 69O-164.020(4)(b), F.A.C.: All calculations are made using the 2001 CSO Mortality Rate, and, if elected, the optional minimum mortality standard for deficiency reserves stipulated in subparagraph (6)(a)4. The value of “qx+k+t-1” is the valuation mortality rate for deficiency reserves in policy year k+t, but using the unmodified select mortality rates if modified select mortality rates are used in the computation of deficiency reserves.

3. Paragraph 69O-164.020(5)(a), F.A.C.: The 2001 CSO Mortality Table is the minimum standard for basic reserves.

4. Paragraph 69O-164.020(5)(b), F.A.C.: The 2001 CSO Mortality Table is the minimum standard for deficiency reserves. If select mortality rates are used, they may be multiplied by X percent for durations in the first segment, subject to the conditions specified in sub-sub-subparagraphs 69O-164.020(5)(b)2.c.(I)-(IX), F.A.C. In demonstrating compliance with those conditions, the demonstrations may not combine the results of tests that utilize the 1980 CSO Mortality Table with those tests that utilize the 2001 CSO Mortality Table, unless the combination is explicitly required by rule or necessary to be in compliance with relevant Actuarial Standards of Practice.

5. Paragraph 69O-164.020(6)(c), F.A.C.: The valuation mortality table used in determining the tabular cost of insurance shall be the ultimate mortality rates in the 2001 CSO Mortality Table. 

6. Subparagraph 69O-164.020(6)(e)4., F.A.C.: The calculations specified in paragraph 69O-164.020(6)(e), F.A.C., shall use the ultimate mortality rates in the 2001 CSO Mortality Table.

7. Subparagraph 69O-164.020(6)(f)4., F.A.C.: The calculations specified in paragraph 69O-164.020(6)(f), F.A.C., shall use the ultimate mortality rates in the 2001 CSO Mortality Table. 

8. Subparagraph 69O-164.020(6)(g)2., F.A.C.: The calculations specified in paragraph 69O-164.020(6)(g), F.A.C., shall use the ultimate mortality rates in the 2001 CSO Mortality Table.

9. Sub-subparagraph 69O-164.020(7)(a)1.b., F.A.C.: The one-year valuation premium shall be calculated using the ultimate mortality rates in the 2001 CSO Mortality Table. 

(b) Nothing in this subsection shall be construed to expand the applicability of Rule 69O-164.020, F.A.C., to include life insurance policies exempted under paragraph 69O-164.020(3)(a), F.A.C.

(7) Gender-Blended Tables. 

(a) For any ordinary life insurance policy delivered or issued for delivery in this state on and after January 1, 2005, subject to the condition stated in Section 627.476(9)(h)5.c., F.S., a mortality table that is a blend of the 2001 CSO Mortality Table (M) and the 2001 CSO Mortality Table (F) may be substituted, at the option of the company for each plan of insurance, for the 2001 CSO Mortality Table for use in determining minimum cash surrender values and amounts of paid-up nonforfeiture benefits. No change in minimum valuation standards is implied by this subsection of the rule.

(b) The company may choose from among the blended tables developed by the American Academy of Actuaries CSO Task Force and adopted by the NAIC in December 2002.

(c) It shall not, in and of itself, be a violation of Section 626.9541, F.S., for an insurer to issue the same kind of policy of life insurance on both a sex-distinct and sex-neutral basis.

Rulemaking Authority 624.308(1), 625.121, 627.476 FS. Law implemented 624.307(1), 625.121, 627.476 FS. History–New 6-8-05.

69O-162.202 Adoption of 2001 Commissioners Standard Ordinary (CSO) Ultimate Mortality Tables for Determining Reserve Liabilities for Credit Life Insurance.

(1) This rule is adopted to implement Section 625.121(13), F.S.

(2) This rule applies to credit life insurance policies and certificates, and those similar policies and certificates where there is no identifiable charge made to the debtor.

(3) The purpose of this rule is to: 

(a) Recognize the 2001 CSO Male Composite Ultimate Mortality Table for use in determining the minimum standard of valuation. 

(b) Specify the interest rate and method to be used in determining the minimum standard of valuation. 

(4) Definitions.

(a) “2001 CSO Mortality Table” means that mortality table, consisting of separate rates of mortality for male and female lives, developed by the American Academy of Actuaries CSO Task Force from the Valuation Basic Mortality Table developed by the Society of Actuaries Individual Life Insurance Valuation Mortality Task Force, and adopted by the NAIC in December 2002. The 2001 CSO Mortality Table is included in the Proceedings of the NAIC (2nd Quarter 2002), which is adopted and incorporated herein by reference. Unless the context indicates otherwise, the “2001 CSO Mortality Table” includes both the ultimate form of that table and the select and ultimate form of that table and includes both the smoker and nonsmoker mortality tables and the composite mortality tables. It also includes both the age-nearest-birthday and age-last-birthday bases of the mortality tables.

(b) “Composite mortality tables” means mortality tables with rates of mortality that do not distinguish between smokers and nonsmokers.

(c) “Credit Life Insurance” means life insurance as defined in Section 627.677, F.S.

(5) 2001 CSO Male Composite Ultimate Mortality Table. 

(a) The minimum standard for both male and female insureds shall be 2001 CSO Male Composite Ultimate Mortality Table.

(b) Where the credit life insurance policy or certificate insures two lives, the minimum standard shall be twice the mortality in the 2001 CSO Male Composite Ultimate Mortality Table based on the age of the older insured.

(6) Minimum Standards.

(a) Rule 69O-164.020, F.A.C., shall not apply to credit life insurance.

(b) The interest rates used in determining the minimum standard for valuation shall be the calendar year statutory valuation interest rates as defined in Section 625.121(6), F.S. 

(c) The method used in determining the minimum standard for valuation shall be the commissioners’ reserve valuation method as defined in Section 625.121(7), F.S.

(7) Effective Date.

(a) For policies not issued in this state, the 2001 CSO Mortality Table may be used as the minimum standard for valuation purposes on valuation dates on or after the date this rule becomes effective for policies issued on or after January 1, 2005, and prior to the date this rule becomes effective.

(b) Subject to the conditions stated in this rule, the 2001 CSO Mortality Table shall be used in determining minimum standards for policies issued on and after the date this rule becomes effective.

Rulemaking Authority 624.308(1), 625.121 FS. Law implemented 624.307(1), 625.121 FS. History–New 6-8-05.

69O-162.203 Adoption of 2001 Commissioners Standard Ordinary (CSO) Preferred Mortality Tables for Determining Reserve Liabilities for Ordinary Life Insurance.

(1) Scope. This rule shall govern mortality tables for use in reserves as set forth in Section 625.121, F.S.

(2) Purpose. The purpose of this rule is to recognize, permit and prescribe the use of mortality tables that reflect differences in mortality between Preferred and Standard lives in determining minimum reserve liabilities in accordance with Section 625.121(5)(a)3., F.S., and subsection 69O-164.020(5), F.A.C.

(3) Definitions.

(a) “2001 CSO Mortality Table” means that mortality table, consisting of separate rates of mortality for male and female lives, developed by the American Academy of Actuaries CSO Task Force from the Valuation Basic Mortality Table developed by the Society of Actuaries Individual Life Insurance Valuation Mortality Task Force, and adopted by the NAIC in December 2002. The 2001 CSO Mortality Table is included in the Proceedings of the NAIC (2nd Quarter 2002) and supplemented by the 2001 CSO Preferred Class Structure Mortality Table defined below in paragraph (b). Unless the context indicates otherwise, the “2001 CSO Mortality Table” includes both the ultimate form of that table and the select and ultimate form of that table and includes both the smoker and nonsmoker mortality tables and the composite mortality tables. It also includes both the age-nearest-birthday and age-last-birthday bases of the mortality tables. Mortality tables in the 2001 CSO Mortality Table include the following:

1. “2001 CSO Mortality Table (F)” means that mortality table consisting of the rates of mortality for female lives from the 2001 CSO Mortality Table.

2. “2001 CSO Mortality Table (M)” means that mortality table consisting of the rates of mortality for male lives from the 2001 CSO Mortality Table.

3. “Composite mortality tables” means mortality tables with rates of mortality that do not distinguish between smokers and nonsmokers.

4. “Smoker and nonsmoker mortality tables” means mortality tables with separate rates of mortality for smokers and nonsmokers.

(b) “2001 CSO Preferred Class Structure Mortality Table” means mortality tables with separate rates of mortality for Super Preferred Nonsmokers, Preferred Nonsmokers, Residual Standard Nonsmokers, Preferred Smokers, and Residual Standard Smoker splits of the 2001 CSO Nonsmoker and Smoker tables as adopted by the NAIC September 10, 2006, which is available in the NAIC Proceedings (3rd Quarter 2006) which is adopted herein and incorporated by reference. Unless the context indicates otherwise, the “2001 CSO Preferred Class Structure Mortality Table” includes both the ultimate form of that table and the select and ultimate form of that table. It includes both the smoker and nonsmoker mortality tables. It includes both the male and female mortality tables and the gender composite mortality tables. It also includes both the age-nearest-birthday and age-last-birthday bases of the mortality table. 

(c) “Statistical agent” means an entity with proven systems for protecting the confidentiality of individual insured and insurer information; demonstrated resources for and history of ongoing electronic communications and data transfer ensuring data integrity with insurers, which are its members or subscribers; and a history of and means for aggregation of data and accurate promulgation of the experience modifications in a timely manner.

(4) 2001 CSO Preferred Class Structure Table.

(a) At the election of the company, for each calendar year of issue, for any one or more specified plans of insurance and subject to satisfying the conditions stated in this rule, the 2001 CSO Preferred Class Structure Mortality Table may be substituted in place of the 2001 CSO Smoker or Nonsmoker Mortality Table as the minimum valuation standard for policies issued on or after January 1, 2007. 

1. On valuation dates beginning with December 31, 2010, for policies issued on or after January 1, 2005 for policies not issued in this state, and on or after June 8, 2005, for policies issued in this state, and prior to January 1, 2007 wherever issued, these tables may be substituted at the option of the insurer and subject to the conditions of subsection (5), if the Regulatory Asset Adequacy Issues Summary required by Rule 69O-138.047, F.A.C., includes, if applicable, the impact of the insufficiency of assets to support the payment of benefits and expenses and the establishment of statutory reserves during one or more interim periods. 

2. On valuation dates beginning with December 31, 2010, these tables may be substituted by an insurer not domiciled in this state at its option to value the policies identified in subparagraph (a)1. if the insurer provides the office with a statement from the commissioner of its state of domicile that the conditions for substituting these tables required by that state have been met. 

(b) No such election shall be made until the company demonstrates at least 20% of the business to be valued on this table is in one or more of the preferred classes. 

(c) A table from the 2001 CSO Preferred Class Structure Mortality Table used in place of a 2001 CSO Mortality Table, pursuant to the requirements of this rule, will be treated as part of the 2001 CSO Mortality Table only for purposes of reserve valuation pursuant to the requirements of Rule 69O-162.201, F.A.C., Adoption of 2001 Commissioners Standard Ordinary (CSO) Mortality Tables.

(5) Conditions.

(a) For each plan of insurance with separate rates for Preferred and Standard Nonsmoker lives, an insurer may use the Super Preferred Nonsmoker, Preferred Nonsmoker, and Residual Standard Nonsmoker tables to substitute for the Nonsmoker mortality table found in the 2001 CSO Mortality Table to determine minimum reserves. At the time of election and annually thereafter, except for business valued under the Residual Standard Nonsmoker Table, the appointed actuary shall certify that:

1. The present value of death benefits over the next ten years after the valuation date, using the anticipated mortality experience without recognition of mortality improvement beyond the valuation date for each class, is less than the present value of death benefits using the valuation basic table corresponding to the valuation table being used for that class. 

2. The present value of death benefits over the future life of the contracts, using anticipated mortality experience without recognition of mortality improvement beyond the valuation date for each class, is less than the present value of death benefits using the valuation basic table corresponding to the valuation table being used for that class. 

(b) For each plan of insurance with separate rates for Preferred and Standard Smoker lives, an insurer may use the Preferred Smoker and Residual Standard Smoker tables to substitute for the Smoker mortality table found in the 2001 CSO Mortality Table to determine minimum reserves. At the time of election and annually thereafter, for business valued under the Preferred Smoker Table, the appointed actuary shall certify that:

1. The present value of death benefits over the next ten years after the valuation date, using the anticipated mortality experience without recognition of mortality improvement beyond the valuation date for each class, is less than the present value of death benefits using the Preferred Smoker valuation basic table corresponding to the valuation table being used for that class. 

2. The present value of death benefits over the future life of the contracts, using anticipated mortality experience without recognition of mortality improvement beyond the valuation date for each class, is less than the present value of death benefits using the Preferred Smoker valuation basic table. 
(c) The use of the 2001 CSO Preferred Class Structure Table for the valuation of policies issued prior to January 1, 2007 shall not be permitted in any statutory financial statement in which a company reports, with respect to any policy or portion of a policy coinsured, either of the following:

1. In cases where the mode of payment of the reinsurance premium is less frequent than the mode of payment of the policy premium, a reserve credit that exceeds, by more than the amount specified in this paragraph as Y, the gross reserve calculated before reinsurance. Y is the amount of the gross reinsurance premium that (a) provides coverage for the period from the next policy premium due date to the earlier of the end of the policy year and the next reinsurance premium due date, and (b) would be refunded to the ceding entity upon the termination of the policy.

2.a. In cases where the mode of payment of the reinsurance premium is more frequent than the mode of payment of the policy premium, a reserve credit that is less than the gross reserve, calculated before reinsurance, by an amount that is less than the amount specified in this paragraph as Z. Z is the amount of the gross reinsurance premium that the ceding entity would need to pay the assuming company to provide reinsurance coverage from the period of the next reinsurance premium due date to the next policy premium due date minus any liability established for the proportionate amount not remitted to the reinsurer.

b. For purposes of this condition, the reserve (i) for the mean reserve method shall be defined as the mean reserve minus the deferred premium asset, and (ii) for the midterminal reserve method shall include the unearned premium reserve. A company may estimate and adjust its accounting on an aggregate basis in order to meet the conditions to use the 2001 CSO Preferred Class Structure Table. 

(6) Effective Date. This rule shall be effective for policies issued on or after January 1, 2007, for valuation dates on or after the date this rule becomes effective.

Rulemaking Authority 624.308(1), 625.121 FS. Law Implemented 624.307(1), 625.121 FS. History–New 1-16-08, Amended 5-9-12.
