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NAIC PROCEDURE FOR PERMITTING SAME MINIMUM NONFORFEITURE STANDARDS
FOR MEN AND WOMEN INSURED UNDER 1980 CSO AND1980 CET MORTALITY TABLES
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Preamble

The U.S. Supreme Court in its decision in Arizona Governing Committee v. Norris makes it illegal for an employer to make
contributions after August 1, 1983 to a defined contribution pension plan if the benefits derived from those contributions
differ by sex. Although there is some uncertainty as to the breadth of the Supreme Court’s decision, it would seem to require
that after August 1, 1983 employer pension plans may need to be funded by life insurance products that have identical
nonforfeiture values for men and women. Since the 1980 CSO and 1980 CET Mortality Tables contain mortality rates that
vary by both age and sex, it is very difficult if not impossible for companies to determine actual nonforfeiture values that are
identical for men and women and also satisfy a sex-differentiated minimum standard. For this reason, this regulation permits
the same minimum nonforfeiture standard for men and women insureds under the 1980 CSO and 1980 CET Mortality
Tables.

A few background comments may be helpful in understanding the intent of this regulation.
1) No attempt was made to define which policies and situations are covered by the Norris decision and which

are not. The breadth of the Norris decision is unclear and may ultimately have to be resolved by further
court decisions or federal legislation.

2) Insurers are given flexibility to use either:
(a) The existing tables with mortality rates that vary by age and sex; or
(b) Tables of mortality rates which are a blend of the male and female mortality rates.
3) No change is made in minimum valuation standards, since these do not involve a contractual relationship

between the insurer and its policyholder clients and the Supreme Court did not address state statutory
valuation standards.

@) Section 5 is included to make it clear that an insurer that issues the same kind of policy on a sex-distinct
basis in some circumstances and on a sex-neutral basis in others shall not be deemed to be in violation of
the state unfair discrimination laws.

(5) The effective date is August 1, 1983, the date the judgment in the Norris decision became effective.

Section 1. Authority

This regulation is promulgated by the commissioner of insurance pursuant to Section [insert reference to the Standard
Nonforfeiture Law for Life Insurance] of the [insert state] Insurance Laws.

Section 2. Purpose

The purpose of the regulation is to permit individual life insurance policies to provide the same cash values and paid-up
nonforfeiture benefits to both men and women. No change in minimum valuation standards is implied by this regulation.
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Definition

As used in this regulation, “1980 CSO Table, with or without Ten-Year Select Mortality Factor” means that
mortality table, consisting of separate rates of mortality for male and female lives, developed by the Society
of Actuaries Committee to Recommend New Mortality Tables for Valuation of Standard Individual
Ordinary Life Insurance, incorporated in the 1980 National Association of Insurance Commissioners
(NAIC) amendments to the model Standard Valuation Law and Standard Nonforfeiture Law for Life
Insurance, and referred to in those models as the Commissioners 1980 Standard Ordinary Mortality Table,
With or Without Ten-Year Mortality Factors.

As used in this regulation, “1980 CSO Table (M), With or Without Ten-Year Select Mortality Factors”
means that mortality table consisting of the rates of mortality for male lives from the 1980 CSO Table,
With or Without Ten-Year Select Mortality Factors.

As used in this regulation, “1980 CSO Table (F), With or Without Ten-Year Select Mortality Factors”
means that mortality table consisting of the rates of mortality for female lives from the 1980 CSO Table,
With or Without Ten-Year Select Mortality Factors.

As used in this regulation, “1980 CET Table” means that mortality table consisting of separate rates of
mortality for male and female lives, developed by the Society of Actuaries Committee to Recommend New
Mortality Tables for Valuation of Standard Individual Ordinary Life Insurance, incorporated in the 1980
NAIC amendments to the model Standard Valuation Law and Standard Nonforfeiture Law for Life
Insurance, and referred to in those models as the Commissioners 1980 Extended Term Insurance Table.

As used in this regulation, “1980 CET Table (M)” means that mortality table consisting of the rates of
mortality for male lives from the 1980 CET Table.

As used in this regulation, “1980 CET Table (F)” means that mortality table consisting of the rates of
mortality for female lives from the 1980 CET Table.

As used in this regulation, “1980 CSO and 1980 CET Smoker and Nonsmoker Mortality Tables” mean the
mortality tables with separate rates of mortality for smokers and nonsmokers derived from the 1980 CSO
and 1980 CET Mortality Tables by the Society of Actuaries Task Force on Smoker/Nonsmoker Mortality
and adopted by the NAIC in December 1983.

Rule

For a policy of insurance on the life of either a male or female insured delivered or issued for delivery in
this state after the operative date of Section [insert applicable reference corresponding to Section 5cK of the
NAIC model Standard Nonforfeiture Law for Life Insurance] for that policy form, for use in determining
minimum cash surrender values and amounts of paid-up nonforfeiture benefits:

(1) A mortality table that is a blend of the 1980 CSO Table (M) and the 1980 CSO Table (F) With or
Without Ten-Year Select Mortality Factors may, at the option of the company, be substituted for
the 1980 CSO Table, With or Without Ten-Year Select Mortality Factors; and

(2) A mortality table that is of the same blend as used in Paragraph (1) but applied to form a blend of
the 1980 CET Table (M) and the 1980 CET Table (F) may at the option of the company be
substituted for the 1980 CET Table.

The following tables will be considered as the basis for acceptable tables:

(1) 100% Male 0% Female for tables to be designated as the “1980 CSO-A” and “1980 CET-A”
tables.

) 80% Male 20% Female for tables to be designated as the “1980 CSO-B” and “1980 CET-B”
tables.
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3) 60% Male 40% Female for tables to be designated as the “1980 CSO-C” and “1980 CET-C”
tables.

4 50% Male 50% Female for tables to be designated as the “1980 CSO-D” and “1980 CET-D”
tables.

&) 40% Male 60% Female for tables to be designated as the “1980 CSO-E” and “1980 CET-E”
tables.

(6) 20% Male 80% Female for tables to be designated as the “1980 CSO-F” and “1980 CET-F”
tables.

(7 0% Male 100% Female for tables to be designated as the “1980 CSO-G” and “1980 CET-G”
tables.

Drafting Note: For blended tables, see 1984 Proceedings of the NAIC, Vol. 1, pages 396 to 400.

C. Tables (1) and (7) are not to be used with respect to policies issued on or after January 1, 1985 except
where the proportion of persons insured is anticipated to be ninety-percent (90%) or more of one sex or the
other or except for certain policies converted from group insurance. Group conversions issued on or after
January 1, 1986 must use mortality tables based on the blend of lives by sex expected for the policies if the
group conversions are considered as extensions of the Norris decision. This consideration has not been
clearly defined by court or legislative action in all jurisdictions.

Section 4A. Alternate Rule
A. In determining minimum cash surrender values and amounts of paid-up nonforfeiture benefits for a policy

of insurance on the life of either a male or female insured on a form of insurance with separate rates for

smokers and nonsmokers delivered or issued for delivery in this state after the operative date of Section

[insert applicable reference corresponding to Section 5cK of the NAIC model Standard Nonforfeiture Law

for Life Insurance] for that policy form, in addition to the mortality tables that may be used according to

Section 4, the following may, at the option of the company, be substituted for the 1980 CET Table:

(1) A mortality table that is a blend of the male and female rates of mortality according to the 1980
CSO Smoker Mortality Table, in the case of lives classified as smokers, or the 1980 CSO
Nonsmoker Mortality Table, in the case of lives classified as nonsmokers, With or Without ten-
year Select Mortality Factors, may at the option of the company be substituted for the 1980 CSO
Table, With or Without Ten-Year Select Mortality Factors; and

2) A mortality table that is of the same blend as used in Paragraph (1) but applied to form a blend of
the male and female rates of mortality according to the corresponding 1980 CET Smoker
Mortality Table or 1980 CET Nonsmoker Mortality Table.

B. The following blended mortality tables will be considered acceptable:

SA: 100% Male 0% Female smoker tables designated as “1980 CSO-SA” and “1980 CET-SA” Tables.

SB: 80% Male 20% Female smoker tables designated as “1980 CSO-SB” and “1980 CET-SB” Tables.

SC: 60% Male 40% Female smoker tables designated as “1980 CSO-SC” and “1980 CET-SC” Tables.

SD: 50% Male 50% Female smoker tables designated as “1980 CSO-SD” and “1980 CET-SD” Tables.

SE: 40% Male 60% Female smoker tables designated as “1980 CSO-SE” and “1980 CET-SE” Tables.

SF: 20% Male 80% Female smoker tables designated as “1980 CSO-SF” and “1980 CET-SF” Tables.

SG: 0% Male 100% Female smoker tables designated as “1980 CSO-SG” and “1980 CET-SG” Tables.
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NA: 100% Male 0% Female nonsmoker tables designated as “1980 CSO-NA” and “1980 CET-NA”
Tables.

NB: 80% Male 20% Female nonsmoker tables designated as “1980 CSO-NB” and “1980 CET-NB”
Tables.

NC: 60% Male 40% Female nonsmoker tables designated as “1980 CSO-NC” and “1980 CET-NC”
Tables.

ND: 50% Male 50% Female nonsmoker tables designated as “1980 CSO-ND” and “1980 CET-ND”
Tables.

NE: 40% Male 60% Female nonsmoker tables designated as “1980 CSO-NE” and “1980 CET-NE”
Tables.

NF: 20% Male 80% Female nonsmoker tables designated as “1980 CSO-NF” and “1980 CET-NF”
Tables.

NG: 0% Male 100% Female nonsmoker tables designated as “1980 CSO-NG” and “1980 CET-NG”
Tables.

C. Tables SA, SG, NA and NG are not acceptable as blended tables unless the proportion of persons insured is
anticipated to be ninety-percent (90%) or more of one sex or the other.

Section 5. Unfair Discrimination

It shall not be a violation of [insert applicable reference to unfair trade practices statute] for an insurer to issue the same kind
of policy of life insurance on both a sex-distinct and sex-neutral basis.

Section 6. Separability

If any provision of this regulation or its application to any person or circumstance is for any reason held to be invalid, the
remainder of the regulation and the application of the provision to other persons or circumstances shall not be affected.

Section 7. Effective Date

The effective date of this regulation is August 1, 1983 to comply with the Norris decision.

Chronological Summary of Actions (all references are to the Proceedings of the NAIC).
1984 Proc. 16, 31, 376, 395, 416-418 (adopted).

1986 Proc. 11 12, 18, 538, 568-570, 646 (amended and reprinted).
1987 Proc. 111, 19, 531-534, 610 (amended).
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