TITLE 365. INSURANCE DEPARTMENT
CHAPTER 10. LIFE, ACCIDENT AND HEALTH

RULEMAKING ACTION:
EMERGENCY adoption
RULES:
Subchapter 27. Preneed Life Insurance Minimum Standards For Determining Reserve Liabilities
And Nonforfeiture Values Regulation [NEW]
365:10-27-1. Authority [NEW]
365:10-27-2. Scope [NEW]
365:10-27-3. Purpose [NEW]
365:10-27-4. Definitions [NEW]
365:10-27-5. Minimum Valuation Mortality Standards [NEW]
365:10-27-6. Transition Rules [NEW]
365:10-27-7. Effective Date [NEW]
AUTHORITY:
Insurance Commissioner, 36 O.S. §8 307.1, 1510(A)(4)(iii) and 4029(H)(4)(h)(vi)
DATES:

Adoption:

August 6, 2008
Effective:

Immediately upon approval by the Governor
Expiration:

Effective through July 14, 2009, unless superseded by another rule or disapproved by the
Legislature
SUPERSEDED EMERGENCY RULES:

n/a
INCORPORATION BY REFERENCE:

n/a

FINDING OF EMERGENCY:

A compelling public interest requires an emergency rule due to the necessity of providing by rule
a means for reserving for preneed insurance due to the fact that the mortality tables currently recognized
as the prevailing table for the purposes of calculating reserves and nonforfeiture values both on a
statutory basis and on a tax basis produced inadequate reserves for insurance policies issued in support
of a prearrangement agreement which provides goods and services at the time of an insured’s death.
Without this regulation, administrative expenses for preneed life insurers would increase resulting in
higher premiums for insureds.

ANALYSIS:

The purpose of this regulation is to establish for preneed insurance products minimum mortality
standards for reserves and nonforfeiture values, and to require the use of the 1980 Commissioners
Standard Ordinary (CSO) Mortality Table for use in determining the minimum standard of valuation of
reserves and the minimum standard nonforfeiture values for preneed insurance products. Research
completed by the Deloitte University of Connecticut Actuarial Center and commissioned by the Society
of Actuaries as a part of a study of preneed mortality determined that the 2001 CSO Mortality Table,
currently recognized as the prevailing table for the purposes of calculating reserves and nonforfeiture
values both on a statutory basis and on a tax basis, produced inadequate reserves for insurance policies
issued in support of a prearrangement agreement which provides goods and services at the time of an
insured’s death.



CONTACT PERSON:
Karl F. Kramer, Oklahoma Insurance Department, (405) 521-2668

PURSUANT TO THE ACTIONS DESCRIBED HEREIN, THE FOLLOWING EMERGENCY
RULES ARE CONSIDERED PROMULGATED AND EFFECTIVE UPON APPROVAL BY
THE GOVERNOR AS SET FORTH IN 75 O.S. SECTION 253(D):

SUBCHAPTER 27. PRENEED LIFE INSURANCE MINIMUM STANDARDS FOR
DETERMINING RESERVE LIABILITIES AND NONFORFEITURE VALUES REGULATION

365:10-27-1. Authority
This requlation is promulgated by the Insurance Commissioner pursuant to Sections
1510(A)(4)(iii) and 4029(H)(4)(h)(vi) of Title 36 of the laws of this state.

365:10-27-2. _Scope

This rule applies to preneed insurance, as defined in Section 365:10-27-4 of this regulation, and
to similar policies and certificates. The Insurance Commissioner shall have the authority to determine
what constitutes similar policies and certificates.

365:10-27-3.  Purpose

The purpose of this requlation is to establish for preneed insurance products minimum mortality
standards for reserves and nonforfeiture values, and to require the use of the 1980 Commissioners
Standard Ordinary (CSO) Mortality Table for use in determining the minimum standard of valuation of
reserves and the minimum standard nonforfeiture values for preneed insurance products. Research
completed by the Deloitte University of Connecticut Actuarial Center and commissioned by the Society
of Actuaries as a part of a study of preneed mortality determined that the 2001 CSO Mortality Table,
currently recognized as the prevailing table for the purposes of calculating reserves and nonforfeiture
values both on a statutory basis and on a tax basis, produced inadequate reserves for insurance policies
issued in support of a prearrangement agreement which provides goods and services at the time of an
insured’s death.

365:10-27-4. _ Definitions

The following words and terms when used in this Subchapter shall have the following meaning
unless the context clearly indicates otherwise:

""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). 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.

"Ultimate 1980 CSO"" means the Commissioners’ 1980 Standard Ordinary Mortality Tables (1980
CSO) without ten-year (10-year) selection factors, incorporated into the 1980 amendments to the NAIC
Standard Valuation Law approved in December 1983.




"Preneed insurance" means for purposes of this regulation any insurance policy or certificate
that is used to fund contracts for prepaid funeral benefits pursuant to Section 6125.2 of Title 36 of the
laws of this state and the Prepaid Funeral Benefits Act, 36 O.S. § 6121, et seq.

365:10-27-5. Minimum valuation mortality standards

For preneed insurance and similar insurance policies and certificates, the minimum mortality
standard for determining reserve liabilities and nonforfeiture values for both male and female insureds
shall be the Ultimate 1980 CSO.

365:10-27-6. Transition rules
(a) For preneed insurance policies issued on or after the effective date of this requlation and before
January 1, 2012, the 2001 CSO Mortality Table may be used as the minimum standard for reserves and
minimum standard for nonforfeiture benefits for both male and female insureds.
(b) If an insurer elects to use the 2001 CSO Mortality Table as a minimum standard for any policy
issued on or after the effective date of this requlation and before January 1, 2012, the insurer shall
provide, as a part of the actuarial opinion memorandum submitted in support of the company’s asset
adequacy testing, an annual written notification to the domiciliary commissioner. The notification shall
include:
(1) A complete list of all preneed insurance policy forms that use the 2001 CSO Mortality
Table as a minimum standard;
(2) A certification signed by the appointed actuary stating that the reserve methodology
employed by the company in determining reserves for the preneed insurance policies issued after
the effective date and using the 2001 CSO Mortality Table as a minimum standard, develops
adequate reserves. For the purposes of this certification, the preneed insurance policies using the
2001 CSO as a minimum standard cannot be aggregated with any other policies.; and
(3) Supporting information regarding the adequacy of reserves for preneed insurance policies
issued after the effective date of this requlation and using the 2001 CSO Mortality Table as a
minimum standard for reserves.
(c) Preneed insurance policies issued on or after January 1, 2012, must use the Ultimate 1980 CSO
in the calculation of minimum nonforfeiture values and minimum reserves.

365:10-27-7. Effective date
This rule is applicable to preneed insurance policies and certificates and similar policies and
certificates, as specified in Section 365:10-27-2, issued on or after January 1, 2009.
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