
CODE OF STATE REGULATIONS 1ROBIN CARNAHAN (7/31/11)
Secretary of State

Rules of

Department of Insurance,
Financial Institutions and
Professional Registration

Division 200—Insurance Solvency and Company Regulation
Chapter 1—Financial Solvency and Accounting

Standards
Title Page

20 CSR 200-1.005 Materials Incorporated by Reference........................................................3

20 CSR 200-1.010 Financial Condition of Insurance Companies..............................................3

20 CSR 200-1.020 Accounting Standards and Principles........................................................4

20 CSR 200-1.025 Valuation of Invested Assets ..................................................................5

20 CSR 200-1.030 Financial Statement and Electronic Filing..................................................5

20 CSR 200-1.035 Diversity and Liquidity Requirements for Assets Portfolios of
Property and Liability Insurers (Rescinded February 26, 1993) ......................6

20 CSR 200-1.037 Supplemental Annual Filing Requirements.................................................6

20 CSR 200-1.039 Supplemental Filing Requirements for Material Transactions .........................11

20 CSR 200-1.040 Financial Standards for Health Maintenance Organizations ...........................12

20 CSR 200-1.050 Financial Standards for Prepaid Dental Plans ............................................13

20 CSR 200-1.060 Chapter 383 Malpractice Associations and Financial Condition
(Rescinded May 6, 1993) ...................................................................13

20 CSR 200-1.070 Subordinated Indebtedness...................................................................13

20 CSR 200-1.080 Salvage and Subrogation Recovered (Rescinded May 6, 1993) ........................14

20 CSR 200-1.090 Mortgage Loans as Admissible Assets (Moved to 20 CSR 200-13.200) ............14

20 CSR 200-1.100 Real Estate Held After Ten Years (Moved to 20 CSR 200-13.300) ..................14

20 CSR 200-1.105 Property and Casualty Actuarial Opinions................................................14

20 CSR 200-1.110 Qualifications of Actuary or Consulting Actuary ....................................... 15

20 CSR 200-1.115 Actuarial Opinions of Reserves of Life and Health Insurance Policies,
Annuities and Pure Endowment Contracts...............................................15



2 CODE OF STATE REGULATIONS (7/31/11)      ROBIN CARNAHAN

Secretary of State

20 CSR 200-1.116 Actuarial Opinion and Memorandum Regulation........................................16

20 CSR 200-1.120 Take-Out Letters...............................................................................21

20 CSR 200-1.130 Letters of Credit (Rescinded May 6, 1993)...............................................21

20 CSR 200-1.140 Minimum Valuation Standards for Life, Accident
and Health and Annuity Contracts ........................................................22

20 CSR 200-1.150 General Standards Applicable to Audited Financial Reports ..........................23

20 CSR 200-1.160 Valuation of Life Insurance Policies .......................................................23

20 CSR 200-1.170 Derivatives for Replication Transactions ..................................................48



Title 20—DEPARTMENT OF
INSURANCE, FINANCIAL 

INSTITUTIONS AND
PROFESSIONAL REGISTRATION 
Division 200—Insurance Solvency and

Company Regulation
Chapter 1—Financial Solvency and

Accounting Standards

20 CSR 200-1.005 Materials Incorporated
by Reference

PURPOSE: The purposes of this rule are to
prescribe forms and procedures to be fol-
lowed in proceedings before the Department
of Insurance, Financial Institutions and
Professional Registration and to effectuate or
aid in the interpretation of any law of this
state pertaining to the business of insurance,
by providing specific information regarding
certain publications incorporated by refer-
ence in rules in this division. 

PUBLISHER’S NOTE:  The secretary of state
has determined that the publication of the
entire text of the material which is incorpo-
rated by reference as a portion of this rule
would be unduly cumbersome or expensive.
This material as incorporated by reference in
this rule shall be maintained by the agency at
its headquarters and shall be made available
to the public for inspection and copying at no
more than the actual cost of reproduction.
This note applies only to the reference mate-
rial. The entire text of the rule is printed
here.

(1) The director adopts and incorporates by
reference in rules of this division the follow-
ing rules, regulations, standards, and guide-
lines of the National Association of Insurance
Commissioners (NAIC) without publishing
the materials in full:

(A) Accounting Practices and Procedures
Manual (March 2011), also referred to as the
Accounting Practices and Procedures Manual
for Fire and Casualty Insurance Companies
and as the Accounting Practices and
Procedures Manual for Life and Accident and
Health Insurance Companies;

(B) Annual Statement Instructions (August
2010);

(C) Purposes and Procedures Manual of
the NAIC Securities Valuation Office (July 1,
2010), also referred to as the Valuation of
Securities; and

(D) Financial Condition Examiner’s
Handbook (2010), also referred to as the
Examiner’s Handbook.

(2) The above referenced rules, regulations,
standards, or guidelines do not include any
later amendments or additions. 

(3) The publisher’s name and address is the
National Association of Insurance Commis-
sioners, Central Office, 2301 McGee Street,
Suite 800, Kansas City, MO 64108-2662.

AUTHORITY: section 374.045, RSMo Supp.
2010.* Original rule filed July 15, 2009,
effective Feb. 28, 2010. Amended: Filed Feb.
14, 2011, effective Aug. 30, 2011.

*Original authority: 374.045, RSMo 1967, amended
1993, 1995, 2008.

20 CSR 200-1.010 Financial Condition of
Insurance Companies 

PURPOSE: This rule enumerates conditions
which may indicate that an insurer is in a
financial condition which would require fur-
ther scrutiny in order to protect its policy-
holders, claimants, creditors, shareholders
and the public. 

(1) Definitions. 
(A) Financial ratios shall include, but not

be limited to, premium-to-surplus ratios,
change in writings ratios, change in surplus
ratios and any other financial ratios employed
by the National Association of Insurance
Commissioners (NAIC) in the Insurance
Regulatory Information System and other
financial ratios employed by the director of
the Department of Insurance. 

(B) Insurer shall mean any company or
business entity authorized to transact or
applying for authority to transact the business
of insurance in Missouri under Chapter 376,
377, 378, 379, 381 or 384, RSMo. 

(C) Premium shall mean—i) for a property
and casualty insurer, net written premium
which is direct premium plus premium writ-
ten on reinsurance assumed less premium
written on ceded reinsurance and ii) for a life
and health insurer, premiums and annuity
consideration which is total direct premiums
and annuity consideration plus reinsurance
assumed premiums and annuity consideration
less reinsurance ceded premiums and annuity
consideration.

(D) Surplus shall mean an insurer’s admit-
ted assets less its liabilities.

(2) An insurer may require additional scruti-
ny when one (1) or more of the following
conditions are found to exist by the director
of the Department of Insurance: 

(A) An insurer does not file a financial
statement within ten (10) days of the receipt
of notice from the department of its failure to
file as required by the applicable statute; 

(B) An insurer files financial information
which is false or misleading; 

(C) An insurer overstates its surplus by a
material amount; 

(D) A material number of an insurer’s
financial ratios are outside the acceptable
ranges as established by the NAIC and the
director of the Department of Insurance; 

(E) Without consideration of net income
and the changes in paid-in capital, paid-in
surplus or contributed surplus and policy-
holder dividends, the net reduction to the
insurer’s surplus is a material amount of
beginning surplus on the insurer’s financial
statements; 

(F) An insurer’s reserves for losses and
loss adjustment expenses are discounted a
material amount of surplus, except reserves
for long-term lines with fixed and deter-
minable payments, such as long-term disabil-
ity and Workers’ Compensation, may be dis-
counted on the basis of tabular reserves as
permitted by the director of the Department
of Insurance; 

(G) An insurer has reinsurance reserve
recoverables or receivables which are disput-
ed by the reinsurer or are due and payable and
remain unpaid for a period of ninety (90) days
and the reinsurance reserve credits, recover-
ables and receivables are a material amount
of an insurer’s surplus; 

(H) An insurer has reinsurance reserve
credits, recoverables or receivables due from
insurance companies in receivership and the
reinsurance reserve credits, recoverables or
receivables are a material amount of an insur-
er’s surplus; 

(I) An insurer’s affiliate or subsidiary is
unable to pay its obligations to the insurer as
they become due and the obligations consti-
tute a material portion of the insurer’s sur-
plus; 

(J) An insurer’s premium writings are
excessive in relation to the insurer’s surplus; 

(K) An insurer fails to maintain books and
records sufficient to permit examiners to
determine the financial condition of the insur-
er; 

(L) An insurer has reinsurance agreements
affecting a material portion of its gross writ-
ten premium and the assuming insurers are
unauthorized under section 375.246, RSMo; 

(M) An insurer has taken reinsurance cred-
its or claimed assets on which there are no
executed reinsurance agreements or other sat-
isfactory evidence of cover and which are a
material amount of surplus. This condition
shall not apply to reinsurance transactions
where individual underwriters must bind that
coverage. In those circumstances, a binder of
coverage shall constitute execution; 

(N) One (1) insurance producer produces a
material amount of the gross written premi-
ums of an insurer; 
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(O) An insurer does not follow a policy on
rating and underwriting standards determined
to be appropriate to the risk; 

(P) An insurer’s aggregate net retained
risk, direct or assumed, under any one (1)
policy or certificate of insurance, is in excess
of ten percent (10%) or an appropriate
amount of surplus; 

(Q) The insurer’s asset portfolio when
viewed in light of current economic condi-
tions is not of sufficient value, liquidity or
diversity to assure the insurer’s ability to
meet its outstanding obligations as they
mature; 

(R) Any controlling person, as defined in
Chapter 382, RSMo, of an insurer is delin-
quent in the transmitting to, or payment of,
net premiums to that insurer; 

(S) The management of an insurer, includ-
ing officers, directors, or any other person
who, directly or indirectly, controls the oper-
ation of that insurer, fails to possess and
demonstrate the competence, fitness and rep-
utation deemed necessary to serve the insur-
er in that position; 

(T) The insurer has grown so rapidly and
to an extent that it lacks adequate financial
and administrative capacity to meet its oblig-
ations in a timely manner; 

(U) The company has experienced, or will
experience in the foreseeable future, cash
flow, liquidity problems, or both; or 

(V) Any other conditions deemed appro-
priate by the director.

(3) The conditions enumerated in this rule do
not conclusively establish an insurer’s finan-
cial condition. In evaluating any of these con-
ditions, all circumstances surrounding the
insurer’s operations shall be analyzed in mak-
ing an ultimate conclusion.

(4) Notwithstanding any other provision of
this rule to the contrary, the maximum net
amount of risk to be retained by a property or
liability insurer, or both, for an individual
risk shall be no larger than ten percent (10%)
of that insurer’s surplus. Any insurer retain-
ing a net amount of risk for an individual risk
larger than ten percent (10%) of that insurer’s
surplus shall be deemed in hazardous condi-
tion.

(5) Remedial Action.
(A) The existence of a material number of

these conditions or a significant deficiency in
one (1) or more conditions enumerated in this
rule may result in further remedial action
including, but not limited to, denying admis-
sion into this state, removing a company from
the approved surplus lines list, suspending or
revoking an insurer’s certificate of authority

to transact the business of insurance in this
state and, in the case of foreign insurers, con-
sulting with the insurer’s domestic state.

(B) In the event that the remedial action
pursued is suspension or revocation of
an insurer’s certificate of authority, no
 suspension or revocation shall be ordered
until the proper notice and hearing proce-
dures have been afforded the company as
required by statute and 20 CSR 800-1.100.

(C) Upon an evaluation of the conditions
set forth in this rule, the department has the
authority to require additional surplus, based
upon the type, volume and nature of insur-
ance business transacted. Any requirement of
additional capital and surplus under this sub-
section shall be accomplished under section
375.1162, RSMo or pursuant to a conserva-
torship action or administrative supervision.

AUTHORITY: sections 374.040, 374.045 and
374.190, RSMo 2000 and Chapter 375,
RSMo 2000 and Supp. 2001.* This rule was
previously filed as 4 CSR 190-11.005.
Original rule filed Aug. 1, 1990, effective
Dec. 31, 1990. Amended: Filed July 2, 1991,
effective Dec. 9, 1991. Amended: Filed April
29, 1992, effective Dec. 3, 1992. Amended:
Filed July 12, 2002, effective Jan. 30, 2003.

*Original authority: 374.040, RSMo 1939, amended

1967; 374.045, RSMo 1967, amended 1993, 1995;

374.190, RSMo 1939, amended 1949, 1967, 1992; and

Chapter 375, see Revised  Statutes of Missouri, 2000 and

Supp. 2001.

20 CSR 200-1.020 Accounting Standards
and Principles

PURPOSE: This rule effectuates or aids in
the interpretation of sections 375.560 and
375.881, RSMo, and in the administration of
sections 354.080 and 354.355, RSMo.

(1) Each insurance company shall make and
file statements of its assets, liabilities, capital
and surplus, income and expenses, including
all schedules and exhibits used in connection
with such statements, which statements the
director may use to determine whether the
capital stock or guarantee fund of an insur-
ance company is impaired under section
375.560.1(1), RSMo, whether an insurance
company is insolvent under section
375.560.1(2) or 375.881.1(1), RSMo,
whether an insurance company is in a finan-
cial condition that its further transaction of
business would be hazardous under section
375.881.1(3) or 375.1165(1), RSMo and
whether an insurance company fails to com-
ply with the requirements for admission

under section 375.881.1(2), RSMo according
to the applicable accounting guidance, stan-
dards, and principles approved by the
National Association of Insurance Commis-
sioners (NAIC), published in the Accounting
Practice and Procedures Manual, Annual
Statement Instructions, Valuation of Securi-
ties and Examiner’s Handbook, except where
the applicable provisions of Chapters
374–385, RSMo or other specific rules
expressly provide otherwise.

(2) Each health services corporation shall
make and file statements of its assets, liabili-
ties, capital and surplus, income and expens-
es, including all schedules and exhibits used
in connection with such statements, which
statements the director may use to determine
whether a health services corporation is
maintaining the reserves required by section
354.080, RSMo and whether a health ser-
vices corporation is in a condition that its fur-
ther transaction of business will be hazardous
under section 354.355(3), RSMo according
to the applicable accounting standards or
principles approved by the NAIC, or both, as
published in the Accounting Practices and
Procedures Manual, Annual Statement
Instructions, Valuation of Securities and
Examiner’s Handbook, except where the
applicable provisions of sections
354.010–354.380, RSMo or other specific
rules expressly  provide otherwise.

(3) Each health maintenance organization shall
make and file statements of its assets, liabili-
ties, capital and surplus, income and expens-
es, including all schedules and exhibits used in
connection with such statements, which state-
ments the director may use to determine
whether a health maintenance organization is
no longer financially responsible and may rea-
sonably be expected to be unable to meet its
obligations to enrollees or prospective
enrollees under section 354.470.1(4), RSMo,
whether the continued operation of a health
maintenance organization would be hazardous
to its enrollees under section 354.470.1(8),
RSMo, whether a health maintenance organi-
zation is insolvent under section 375.1175(2),
RSMo, and whether a health maintenance
organization is in a financial condition that its
further transaction of business would be haz-
ardous under section  375.1165(1), RSMo,
according to the applicable accounting guid-
ance, standards, and principles approved by
the National Association of Insurance
Commis-sioners (NAIC), published in the
Accounting Practices and Procedures Manual,
Annual Statement Instructions, Valuation of
Securities and Examiner’s Handbook, except
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where the applicable provisions of Chapter
354, RSMo or other specific rules expressly
provide otherwise. 

AUTHORITY: sections 354.120, 354.485,
and 374.045, RSMo 2000.* This rule was
previously filed as 4 CSR 190-11.230.
Original rule filed Feb. 3, 1989, effective
May 1, 1989. Amended: Filed Aug. 25, 1989,
effective Jan. 1, 1990. Amended: Filed Dec.
14, 2000, effective July 30, 2001. Amended:
Filed Dec. 4, 2001, effective June 30, 2002.

*Original authority: 354.120, RSMo 1973, amended

1983, 1993, 1995; 354.485, RSMo 1983; and 374.045,

RSMo 1967, amended 1993, 1995.

20 CSR 200-1.025 Valuation of Invested
Assets 

PURPOSE: This rule effectuates or aids in
the interpretation of sections 376.300–
376.320 and 379.080, RSMo. 

(1) Securities. Securities owned by insurance
companies must be valued in accordance with
those standards promulgated by the Valuation
of Securities Office of the National
Association of Insurance Commissioners
(NAIC) as published in its Valuation of
Securities.

(2) Other Invested Assets. Invested assets,
other than securities, must be valued in
accordance with the procedures promulgated
by the NAIC’s Financial Condition (EX4)
Subcommittee as published in its Accounting
Practices and Procedures Manual, Annual
Statement Instructions and Examiner’s
Handbook.

AUTHORITY: section 374.045, RSMo 2000.*
Original rule filed July 2, 1991, effective
Dec. 9, 1991. Amended: Filed Aug. 29, 2003,
effective Feb. 29, 2004.

*Original authority: 374.045, RSMo 1967, amended
1993, 1995.

20 CSR 200-1.030 Financial Statement and
Electronic Filing

PURPOSE: This rule prescribes forms to be
followed in proceedings before the Department
of Insurance, Financial Institutions and
Professional Registration regarding annual
statements and effectuates or aids in the inter-
pretation of sections 287.710, 354.105,
354.435, 354.720, 375.041, 375.786,
375.1030, 375.1037, 375.1047, 375.1082,
375.1252, 376.350, 376.370, 376.1012,

376.1092, 376.1093, 377.100, 377.380,
378.350, 379.105, 380.051, 380.482,
382.110, 383.030, and 384.021, RSMo.

(1) Each health services corporation, health
maintenance organization (HMO), stock or
mutual life insurance company, assessment or
stipulated premium plan life insurance com-
pany, fraternal benefit society, stock or mutu-
al insurance company other than life, Chapter
383 assessment company, reciprocal and eli-
gible surplus lines insurer, and each accredit-
ed or qualified reinsurer shall file a sworn
annual statement on or before March 1 of
each year, for its business and affairs for the
year ended the next previous December 31,
in accordance with the National Association
of Insurance Commissioners (NAIC) Annual
Statement Blank and the instructions for it, or
in accordance with any other form as the
director expressly permits to the entity. This
statement also shall be prepared in accor-
dance with the applicable accounting stan-
dards or principles approved by the NAIC,
published in the Accounting Practices and
Procedures Manual, Valuation of Securities
or Examiner’s Handbook, or a combination
of these, except where the applicable provi-
sions of Chapters 354 and 374–385, RSMo,
or other specific rules expressly provide oth-
erwise. 

(A) For entities domiciled in Missouri, one
(1) signed original and one (1) hard copy of
the annual statement shall be filed with the
Missouri department’s office in Jefferson
City and one (1) hard copy shall be filed with
the NAIC’s Kansas City office; provided,
however, that for domiciled companies doing
business in seventeen (17) or more states, for
life and health insurers writing fifty (50) mil-
lion dollars or more in gross premium, and
for property and casualty insurers writing
thirty (30) million dollars or more in gross
premium, an additional hard copy also shall
be filed with the NAIC’s office in Kansas
City, Missouri, but only upon the written
request of the NAIC. The annual statements
should be signed by officers of the company
as required by applicable Missouri law.

(B) Each entity, whether foreign or domes-
tic, shall file electronically all annual state-
ment information with the NAIC’s office in
Kansas City, Missouri. The electronic filing
shall be prepared under the NAIC’s guide-
lines.

(2) Each health services corporation, HMO,
stock or mutual life insurance company,
assessment or stipulated premium plan life
insurance company, fraternal benefit society,
stock or mutual insurance company other
than life, Chapter 383 assessment company,

and reciprocal and eligible surplus lines
insurer shall file, in addition to the sworn
annual statement required in section (1),
three (3) quarterly statements for its business
and affairs for the quarters ending, respec-
tively, the next previous March 31, June 30
and September 30, in accordance with the
NAIC Quarterly Statement Blank and the
instructions for it, or in accordance with any
other forms as the director expressly permits
to the entity.

(A) For entities domiciled in Missouri, one
(1) signed original and one (1) hard copy of
each quarterly statement shall be filed with
the Missouri department’s office in Jefferson
City and one (1) hard copy shall be filed with
the NAIC’s Kansas City office; provided,
however, that for domiciled companies doing
business in seventeen (17) or more states, for
life and health insurers writing fifty (50) mil-
lion dollars or more in gross premium, and
for property and casualty insurers writing
thirty (30) million dollars or more in gross
premium, an additional hard copy also shall
be filed with the NAIC’s office in Kansas
City, Missouri, but only upon the written
request of the NAIC. The quarterly state-
ments should be signed by three (3) officers
of the company.

(B) Each entity, whether foreign or domes-
tic, shall file electronically all quarterly state-
ment information with the NAIC’s office in
Kansas City, Missouri. The electronic filing
shall be prepared under the NAIC’s guide-
lines.

(3) To the extent a hard copy is required by
this rule to be filed with the Missouri
Department of Insurance, Financial
Institutions and Professional Registration,
such filings for the respective quarters shall
be mailed on or before May 15, August 15,
and November 15 of each year.

(4) This rule will apply to filing of the annu-
al and quarterly statements and electronic fil-
ings beginning with the year ending
December 31, 1992, to be filed by March 1,
1993, as well as all future years.

AUTHORITY: sections 354.120, 354.723,
and 380.561, RSMo 2000 and sections
354.485 and 374.045, RSMo Supp. 2010.*
This rule was previously filed as 4 CSR 190-
11.180. Original rule filed Sept. 2, 1988,
effective Jan. 1, 1989. Amended: Filed Jan.
3, 1990, effective May 1, 1990. Amended:
Filed May 21, 1990, effective Sept. 28, 1990.
Amended: Filed Oct. 31, 1990, effective
March 14, 1991. Amended: Filed April 29,
1992, effective Dec. 3, 1992. Amended: Filed
Aug. 4, 1992, effective May 6, 1993.
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Amended: Filed June 14, 1994, effective Dec.
30, 1994. Amended: Filed June 14, 2001,
effective Dec. 30, 2001. Amended: Filed Aug.
29, 2003, effective Feb. 29, 2004. Amended:
Filed Dec. 15, 2005, effective June 30, 2006.
Amended: Filed July 15, 2009, effective Feb.
28, 2010. Amended: Filed Feb. 14, 2011,
effective Aug. 30, 2011.

*Original authority: 354.120, RSMo 1973, amended
1983, 1993, 1995; 354.485, RSMo 1983, amended 2007;
354.723, RSMo 1987; 374.045, RSMo 1967, amended
1993, 1995, 2008; and 380.561, RSMo 1984, amended
1993, 1995.

20 CSR 200-1.035 Diversity and Liquidity
Requirements for Assets Portfolios of
Property and Liability Insurers 
(Rescinded February 26, 1993)

AUTHORITY: section 374.045.1(3), RSMo
1986. Original rule filed Oct. 11, 1991, effec-
tive May 14, 1992. Rescinded: Filed June 18,
1992, effective Feb. 26, 1993.

20 CSR 200-1.037 Supplemental Annual
Filing Requirements 

PURPOSE: This rule prescribes the use of
supplemental forms to be filed by either fire
and casualty insurers or life, accident and
health insurers. These forms will take the so-
called state page data currently required
under the National Association of Insurance
Commissioners’ requirements and break this
data down into more specific classes for the
various different type of policies written. This
rule aids in the interpretation of sections
376.350 and 379.105, RSMo. 

PUBLISHER’S NOTE: The secretary of state
has determined that the publication of the
entire text of the material which is incorpo-
rated by reference as a portion of this rule
would be unduly cumbersome or expensive.
Therefore, the material which is so incorpo-
rated is on file with the agency who filed this
rule, and with the Office of the Secretary of
State. Any interested person may view this
material at either agency’s headquarters or
the same will be made available at the Office
of the Secretary of State at a cost not to
exceed actual cost of copy reproduction. The
entire text of the rule is printed here. This
note refers only to the incorporated by refer-
ence material.

(1) In addition to the financial statement and
diskette filing requirements set forth in 20
CSR 200-1.030, entities issued a Certificate
of Authority with the Missouri Department of
Insurance, as part of their Annual Statement,

also shall file supplemental forms as follows: 
(A) Those insurers filing in accordance

with the accounting standards or principles
approved by the National Association of
Insurance Commissioners’ (NAIC) and pub-
lished in the Accounting Practices and
Procedures Manual for Fire and Casualty
Insurance Companies shall also file the form
set forth in Appendix A of this rule; and 

(B) Those insurers filing in accordance
with the accounting standards or principles
approved by the NAIC and published in the
Accounting Practices and Procedures Manual
for Life and Accident and Health Insurance
Companies shall also file the form set forth in
Appendix B of this rule. 

(2) The Supplemental Compensation Exhibit
must include all types of compensation
received by top executives, including stock
options. Compensation information must be
reported for top executives of all companies,
including non-insurance entities, within an
insurance group, or in a holding company
system. Compensation information should be
reported on a total gross basis for each indi-
vidual for whom compensation information is
reported.

(3) Future modifications to these supplemen-
tal filing requirements shall be specified by
the Missouri Department of Insurance by bul-
letin sent to the individual insurers affected,
accompanied by the appropriate forms, as
modified.

AUTHORITY: sections 374.040, RSMo 1994
and 374.045, RSMo Supp 1997.* Original
rule filed April 5, 1994, effective Nov. 30,
1994. Rescinded and readopted: Filed Feb. 1,
1995, effective Sept. 30, 1995. Amended:
Filed Nov. 23, 1998, effective July 30, 1999.

*Original authority: 374.040, RSMo 1939, amended 1967
and 374.045, RSMo 1967, amended 1993, 1995.
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20 CSR 200-1.039 Supplemental Filing
Requirements for Material Transactions

PURPOSE: This rule aids in the interpreta-
tion of sections 354.105, 354.190, 354.435,
354.465, 354.717, 354.720, 374.190,
375.041, 375.400, 376.350, 377.100,
377.380, 378.626, 379.105, 381.241,
383.030 and 384.021, RSMo, and requires
domestic insurance companies to disclose
material transactions as addenda to the
annual and quarterly financial statement fil-
ings in order to protect policyholders,
claimants, creditors, shareholders and the
public.

(1) “Insurer domiciled in this state”,
“domestic insurer”, and “insurer” shall have
the same definition as provided in section
375.012, RSMo.

(2) Every insurer domiciled in this state shall
file a report with the director disclosing
material acquisitions and dispositions of
assets or material nonrenewals, cancellations
or revisions of ceded reinsurance agreements
unless the acquisitions and dispositions of
assets or material nonrenewals, cancellations
or revisions of ceded reinsurance agreements
have been submitted to the director for
review, approval or information purposes pur-
suant to other provisions of the insurance
laws or regulations of this state.

(A) The report required in section (2) of
this rule is due within fifteen (15) days after
the end of the calendar month in which any of
the foregoing transactions occur. However,
the director may grant an extension of an
additional thirty (30) days in which to file the
report.

(B) One complete copy of the report,
including any exhibits or other attachments,
in addition to being filed with the director,
shall also be filed with the National
Association of Insurance Commissioners.

(C) All reports obtained by or disclosed to
the director pursuant to this rule, shall be
given confidential treatment and shall not be
subject to subpoena and shall not be made
public by the director, the National
Association of Insurance Commissioners, or
any other person, except to insurance depart-
ments of other states, without the prior writ-
ten consent of the reporting insurer. However,
if the director, after giving notice and an
opportunity to be heard to the reporting
insurer determines that the interest of the
insurer’s policyholders or shareholders or the
public will be served by publication of the
report, the director may publish all or any
part of the report in any manner the director
may deem appropriate.

(3) No acquisitions or dispositions of assets
need be reported pursuant to section (2) of
this rule if the acquisitions or dispositions are

not material. For purposes of this rule, a
material acquisition (or the aggregate of any
series of related acquisitions during any thir-
ty (30)-day period) or disposition (or the
aggregate of any series of related dispositions
during any thirty (30)-day period) is one that
is non-recurring and not in the ordinary
course of business and involves more than
five percent (5%) of the reporting insurer’s
total admitted assets as reported in its most
recent statutory statement filed with the
department.

(A) Asset acquisitions subject to this rule
include every purchase, lease, exchange,
merger, consolidation, succession or other
acquisition other than the construction or
development of real property by or for the
reporting insurer or the acquisition of materi-
als for such purpose.

(B) Asset dispositions subject to this rule
include every sale, lease, exchange, merger,
consolidation, mortgage, hypothecation,
assignment (whether for the benefit of credi-
tors or otherwise), abandonment, destruction
or other disposition.

(4) The following information is required to
be disclosed in any report of a material acqui-
sition or disposition of assets:

(A) Date of the transaction;
(B) Manner of acquisition or disposition;
(C) Description of the assets involved;
(D) Nature and amount of the considera-

tion given or received;
(E) Purpose of, or reason for, the transac-

tion;
(F) Manner by which the amount of con-

sideration was determined;
(G) Gain or loss recognized or realized as

a result of the transaction; and
(H) Name(s) of the person(s) from whom

the assets were acquired or to whom they
were disposed.

(5) Domestic insurers are required to report
material acquisitions and dispositions on a
non-consolidated basis unless the insurer is
part of a consolidated group of insurers which
utilizes a pooling arrangement or one  hun-
dred percent (100%) reinsurance agreement
that affects the solvency and integrity of the
insurer’s reserves and the insurer ceded sub-
stantially all of its direct and assumed busi-
ness to the pool. An insurer is deemed to
have ceded substantially all of its direct and
assumed business to a pool if the insurer has
less than $1,000,000 total direct plus
assumed written premiums during a calendar
year that are not subject to a pooling arrange-
ment and the net income of the business not
subject to the pooling arrangement represents
less than five percent (5%) of the insurer's
capital and surplus.

(6) No nonrenewals, cancellations or revi-
sions of ceded reinsurance agreements need

be reported pursuant to section (2) of this rule
if the nonrenewals, cancellations or revisions
are not material. For purposes of this rule, a
material nonrenewal, cancellation or revision
is one that affects:

(A) For property and casualty business,
including accident and health business writ-
ten by a property and casualty insurer:

1. More than fifty percent (50%) of the
insurer's total ceded written premium; or

2. More than fifty percent (50%) of the
insurer's total ceded indemnity and loss
adjustment reserves.

(B) For life, annuity, and accident and
health business: more than fifty percent
(50%) of the total reserve credit taken for
business ceded, on an annualized basis, as
indicated in the insurer’s most recent annual
statement.

(C) For either property and casualty or
life, annuity, and accident and health busi-
ness, either of the following events shall con-
stitute a material revision which must be
reported:

1. An authorized reinsurer representing
more than ten percent (10%) of a total ces-
sion is replaced by one (1) or more unautho-
rized reinsurers; or

2. Previously established collateral
requirements have been reduced or waived
respecting one (1) or more unauthorized rein-
surers representing collectively more than ten
percent (10%) of a total cession.

(D) However, no filing shall be required
if—

1. For property and casualty business,
including accident and health business writ-
ten by a property and casualty insurer: the
insurer's total ceded written premium repre-
sents, on an annualized basis, less than ten
percent (10%) of its total written premium for
direct and assumed business; or

2. For life, annuity, and accident and
health business: the total reserve credit taken
for business ceded represents, on an annual-
ized basis, less than ten percent (10%) of the
statutory reserve requirement prior to any
cession.

(E) The following information is required
to be disclosed in any report of a material
nonrenewal, cancellation or revision of ceded
reinsurance agreements:

1. Effective date of the nonrenewal, can-
cellation or revision;

2. The description of the transaction
with an identification of the transaction’s ini-
tiator;

3. Purpose of, or reason for, the trans-
action; and

4. If applicable, the identity of the
replacement reinsurer.

(F) Insurers are required to report all mate-
rial nonrenewals, cancellations or revisions of
ceded reinsurance agreements on a non-con-
solidated basis unless—
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1. The insurer is part of a consolidated
group of insurers which utilizes a pooling
arrangement or one hundred percent (100%)
reinsurance agreements that affects the sol-
vency and integrity of the insurer's reserves;
and 

2. The insurer ceded substantially all of
its direct and assumed business to the pool.
An insurer is deemed to have ceded substan-
tially all of its direct and assumed business to
a pool if the insurer has less than $1,000,000
total direct plus assumed written premiums
during a calendar year that are not subject to
a pooling arrangement and the net income of
the business not subject to the pooling
arrangement represents less than five percent
(5%) of the insurer capital and surplus.

(7) This rule shall apply to any transaction
entered into after the effective date of this
rule.

AUTHORITY: sections 354.120, 354.485,
354.723, 374.045, 375.013 and 381.231,
RSMo 1994.* Original rule filed Aug. 1,
1995, effective March 30, 1996.

*Original authority: 354.120, RSMo 1973, amended
1983, 1993, 1995; 354.485, RSMo 1983; 354.723, RSMo
1987; 374.045, RSMo 1967, amended 1993, 1995; and
375.013, RSMo 1993, amended 1995.

20 CSR 200-1.040 Financial Standards for
Health Maintenance Organizations

PURPOSE: This rule implements sections
354.410, 354.415, 354.450, 354.455,
354.470.1(4) and 354.480, RSMo as this rule
is necessary and proper to carry out the pro-
visions of sections 354.400–354.550, RSMo.

(1) A health maintenance organization
(HMO) must maintain a capital account as
required by section 354.410.6., RSMo. The
capital account is the equivalent of net worth
and shall be equal to the assets of the HMO
less its liabilities, which is also the equivalent
of “net of any accrued liabilities” as used in
section 354.410.6., RSMo. Assets and liabil-
ities will be admitted and determined under
the provisions of this rule.

(2) Assets of an HMO will be admitted and
included in determining the financial condi-
tion of the HMO only if included within one
(1) or more of the following list of admissible
assets:

(A) Investable funds under section
354.450, RSMo are as follows:

1. Any asset or investment described in
and limited by sections 375.1070—375.1075,
RSMo, and 376.300, 376.305 and 376.307,
RSMo; and

2. Any asset or investment described in
and limited by section 354.415.1(1), RSMo.

Under section 354.415.2, RSMo, the HMO
must file notice and adequate supporting
information with the director for any asset or
investment in excess of five hundred thousand
dollars ($500,000). If the director does not
disapprove the notice within sixty (60) days
of the date of filing, the notice shall be
deemed approved; and

(B) Other assets as follows:
1. Reinsurance recoverables pursuant to

section 375.246, RSMo;
2. Data processing system pursuant to

section 375.325, RSMo;
3. Premium receivable from any agency

of this state, of any political subdivision of
this state or of the United States;

4. Accrued interest receivable, if accord-
ing to generally accepted standards of
accounting for HMOs such interest is proba-
bly collectible;

5. Inventory of medical, pharmaceutical
and optical supplies, furniture, equipment
and fixtures, but only if according to general-
ly accepted standards of accounting for
HMOs such supplies, furniture, equipment
and fixtures are used by the HMO in connec-
tion with the direct provision of health care
services;

6. Funds paid by the HMO into escrow
for the purpose of purchasing or building
offices or medical facilities but only if
according to generally accepted standards of
accounting for HMOs such offices or facili-
ties are for use by the HMO in connection
with the direct provision of health care ser-
vices;

7. Goodwill and other intangible assets.
Any goodwill or intangible asset must be
amortized on a straight-line basis over a peri-
od of five (5) years or less. Any goodwill or
intangible asset accrued after September 1,
1989 will be admissible only with the prior
consent of the director;

8. Amounts receivable from HMOs,
health service corporations, insurance com-
panies, self-insurance plans and third-party
tortfeasors on account of coordination of ben-
efits or subrogation, limited to the less of the
actual amounts receivable or the amounts
received during the prior year;

9. Any other asset expressly approved in
writing by the director.

(3) No asset shall be admissible except as
stated in section (2). The following is a non-
exclusive list of nonadmitted assets and no
item listed may be admitted under section
376.307, RSMo:

(A) Premiums receivable net of bad debt
allowance when the receivable is greater than
ninety (90) days past due, except as allowed
in paragraph (2)(B)3.;

(B) Prepaid expenses, except as allowed in
paragraph (2)(B)6.;

(C) Security deposits;
(D) Automobiles;

(E) Office furniture and equipment in
excess of fifty percent (50%) of its depreciat-
ed value;

(F) Computer software;
(G) Letters of credit, except to secure rein-

surance credit as outlined in section 375.246,
RSMo, pledges to purchase stock or other
guarantees by outside organizations;

(H) Capital leases; and
(I) Any asset expressly disapproved in

writing by the director.

(4) Liabilities shall be determined by the
instructions to the National Association of
Insurance Commissioners (NAIC) blank
annual statement form for HMOs except the
following need not be reflected as liabilities:

(A) Capital leases; and
(B) Any debt subordinated and approved

under 20 CSR 200-1.070.

(5) In determining whether an HMO is finan-
cially responsible and may reasonably be
expected to meet its obligations to enrollees
and prospective enrollees under sections
354.410.1(3) and 354.470.1(4), RSMo and
whether the continued operation of the HMO
would be hazardous either to the enrollees or
to the people of this state under section
354.480, RSMo, the director requires com-
pliance with the following minimum stan-
dards:

(A) A new HMO forming initially, and for
its first full calendar year of operation, must
have net worth of at least ten percent (10%)
of the yearly average of the three (3)-year
annual premium projected in its applications
for a certificate of authority, or three hundred
thousand dollars ($300,000) if an individual
practice association, or one hundred fifty
thousand dollars ($150,000) if a medical
group/staff, whichever is greater. After an
HMO has been in business from January 1
through December 31 of a year, that is, one
(1) full calendar year, it shall be treated as an
existing HMO;

(B) An existing HMO must maintain a net
worth of at least two percent (2%) of annual
premium as shown in the HMO’s most
recently filed annual statement, three hun-
dred thousand dollars ($300,000) for an indi-
vidual practice association, or one hundred
fifty thousand dollars ($150,000) for a med-
ical group/staff model, whichever is greater.
The two percent (2%) of annual premium
previously mentioned shall be phased in as
follows:

1. Two-thirds of one percent (2/3 of 1%)
of annual premium as of December 31, 1989;

2. One and one-third percent (1 1/3%)
of annual premium as of December 31, 1990;
and

3. Two percent (2%) of annual premium
as of December 3, 1991 and after that date;
and



(C) On any policy of insolvency insurance,
the named insured must include the director
of the Missouri Department of Insurance and
his/her successor(s) in office.

AUTHORITY: section 354.485, RSMo 2000.*
This rule was previously filed as 4 CSR 190-
11.125. Original rule filed April 19, 1989,
effective Sept. 1, 1989. Amended: Filed Sept.
15, 1992, effective June 7, 1993. Amended:
Filed Nov. 23, 1998, effective July 30, 1999.
Amended: Filed Dec. 14, 2000, effective July
30, 2001.

*Original authority: 354.485, RSMo 1983.

20 CSR 200-1.050 Financial Standards for
Prepaid Dental Plans

PURPOSE: This rule implements sections
354.705, 354.707, 354.710, 354.717,
354.720 and 354.722, RSMo relating to the
financial requirements for the operation of
prepaid dental plans. This rule is authorized
under the provisions of section 354.723,
RSMo.

Editor’s Note: The secretary of state has
determined that the publication of this rule in
its entirety would be unduly cumbersome or
expensive. The entire text of the material ref-
erenced has been filed with the secretary of
state. This material may be found at the
Office of the Secretary of State or at the head-
quarters of the agency and is available to any
interested person at a cost established by
state law.

(1) Assets of a prepaid dental plan will be
admitted and included in determining the
financial condition of the prepaid dental plan
only if included within one (1) or more of the
following list of admissible assets:

(A) Investable funds invested as follows
shall be deemed admissible assets:

1. Any asset or investment described in
and limited by sections 376.300, 376.305 and
376.307, RSMo; and

2. Any asset or investment representing
the purchase, lease, construction, renovation,
operation or maintenance of facilities from
which dental benefits under the plan will be
performed or property as may reasonably be
required for the principal office of the pre-
paid dental plan or for other purposes as may
be necessary in the transaction of the business
of the plan; and

(B) Other assets shall be determined
admissible assets, as follows:

1. Reinsurance recoverables;
2. Data processing system;
3. Premium receivable from any agency

of this state, of any political subdivision of
this state or of the United States;

4. Accrued interest receivable, if accord-
ing to generally accepted standards of
accounting for prepaid dental plans such
interest is probably collectable;

5. Inventory of dental supplies, but only
if according to generally accepted standards
of accounting for prepaid dental plans such
supplies are used by the prepaid dental plan
in connection with the direct provision of
dental services;

6. Funds paid by the prepaid dental plan
into escrow for the purpose of purchasing or
building offices or facilities from which den-
tal benefits under the plan will be performed,
but only if according to generally accepted
standards of accounting for prepaid dental
plans such offices or facilities are for use by
the prepaid dental plan in connection with the
direct provision of  health care services;

7. Goodwill and other intangible assets.
Any goodwill or intangible asset must be
amortized on a straight-line basis over a peri-
od of five (5) years or less. Any goodwill or
intangible asset accrued after April 1, 1990
will be admissible only with the prior consent
of the director;

8. Amounts receivable on account of
coordination of benefits or subrogation, lim-
ited to the actual amounts receivable or the
amounts received during the prior year,
whichever is less;

9. Any other asset expressly approved in
writing by the director.

(2) No asset shall be admissible except as
stated in section (1). The following list is a
nonexclusive list of nonadmitted assets and
no item listed may be admitted in determin-
ing the financial condition of the prepaid den-
tal plan:

(A) Premiums receivable net of bad debt
allowance when the receivable is greater than
ninety (90) days past due, except as allowed
in paragraph (1)(B)3.;

(B) Prepaid expenses, except as allowed in
paragraph (1)(B)6.;

(C) Security deposits;
(D) Automobiles;
(E) Office furniture and equipment;
(F) Computer software;
(G) Letters of credit, except to secure rein-

surance credit as outlined in section 375.246,
RSMo, pledges to purchase stock or other
guarantees by outside organizations;

(H) Capital leases; and
(I) Any asset expressly disapproved in

writing by the director.

(3) Liabilities shall be determined by the
instructions to the National Association of
Insurance Commissioners (NAIC) blank
annual statement form for health maintenance
organizations or any blank annual statement
forms designed specifically for prepaid dental
plans except the following need not be reflect-
ed as liabilities:

(A) Capital leases; and
(B) Any debt subordinated and approved

pursuant to 20 CSR 200-1.070.

(4) In lieu of the examination by the director
or any of his/her duly appointed agents, the
director may accept a full report of an exam-
ination or audit of an independent certified
public accountant. The report shall be based
on the standards set out in this rule.

AUTHORITY: section 354.723, RSMo
2000.* This rule was previously filed as 4
CSR 190-11.280. Original rule filed Dec. 12,
1989, effective April 1, 1990. Amended:
Filed Dec. 14, 2000, effective July 30, 2001.

*Original authority: 354.723, RSMo 1987.

20 CSR 200-1.060 Chapter 383 Malprac-
tice Associations and Financial Condition
(Rescinded May 6, 1993)

AUTHORITY: 374.045 and 383.010–383.500,
RSMo 1986. This rule previously filed as 4
CSR 190-11.320. Original rule filed Sept. 19,
1990, effective March 14, 1991. Rescinded:
Filed Sept. 2, 1992, effective May 6, 1993.

20 CSR 200-1.070 Subordinated Indebt-
edness 

PURPOSE: This rule specifies information
which must be submitted to the director for
prior approval of subordinated indebtedness
agreements, the form which consideration for
these agreements must take and the account-
ing procedures to be followed. This rule
implements sections 354.355, 354.480,
375.535, 375.540, 375.560 and 380.271,
RSMo.

(1) Application. This rule applies to all health
service corporations, health maintenance
organizations (HMOs), insurance companies
and reciprocal interinsurance exchanges orga-
nized under the laws of this state and is
applicable to any debts other than those
shown as a legal liability of the company.
Notwithstanding any other provision to the
contrary, no company or other entity which
has the power to assess its members may
issue any subordinated indebtedness unless it
is a mutual company organized under sec-
tions 379.205—379.310, RSMo.

(2) Definition, Subordinated Indebtedness
(Surplus Notes). Subordinated indebtedness,
for the purposes of this rule includes any con-
tingent obligation for the repayment of a sum
of money upon a written agreement that the
loan or advance with interest shall be repaid
only out of surplus profits of the company in
excess of the minimum surplus as required by
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Missouri law and as shall be deemed neces-
sary by the director of insurance to secure the
interests of the policyholders and creditors of
this company.

(3) Approval by the Director.
(A) The following shall be submitted to the

director of insurance for approval:
1. Duplicate copies of the entire indebt-

edness agreement; and
2. Certified copy of the resolution of the

board of directors of proper company body or
committee which is empowered to authorize
these agreements. The resolution shall stipu-
late the maximum amount of subordinated
indebtedness authorized and the purpose for
which it is incurred. It also shall limit the
application of the proceeds to the specific
purpose for which the indebtedness is
incurred.

(B) After submission of the documents and
approval, the director may authorize the exe-
cution of the indebtedness agreement. All
agreements shall be executed and the consid-
eration received immediately after the
approval.

(4) Consideration. The consideration ten-
dered to the company in exchange for the
agreement shall be lawful money or other
consideration as may be acceptable to and
approved by the director.

(5) Reporting and Accounting of Indebted-
ness.

(A) The director shall be notified immedi-
ately in writing upon the execution of any
indebtedness agreement as to the amount and
to whom payable.

(B) Any existing subordinated indebted-
ness incurred prior to March 29, 1976, also
shall be reported immediately in writing to
the director.

(C) All outstanding subordinated indebted-
ness and interest accruing shall be reported at
face value in the annual statement on page 3
and in other financial statements of the com-
pany as a special surplus account.

(6) Approval of Repayment by Director.
Repayment of principal or payment of inter-
est may be made only with the approval of the
director when s/he is satisfied that the finan-
cial condition of the company warrants this
action.

(7) Other Loans. Nothing in this section shall
be construed to mean that a company may not
otherwise borrow money, but the amount so
borrowed with accrued interest shall be car-
ried by the company as a liability.

AUTHORITY: sections 354.120, 354.485,
374.045 and 380.561, RSMo 1986.* This
rule was previously filed as 4 CSR 190-
11.010. Original rule filed June 12, 1970,

effective July 1, 1970. Amended: Filed Aug.
5, 1974, effective Aug. 15, 1974. Amended:
Filed July 18, 1989, effective Nov. 1, 1989.

*Original authority: 354.040, RSMo 1973, amended
1983; 354.485, RSMo 1983; 374.045, RSMo 1967; and
380.561, RSMo 1984.

20 CSR 200-1.080 Salvage and Subroga-
tion Recovered
(Rescinded May 6, 1993)

AUTHORITY: sections 374.045 and 379.105,
RSMo 1986. This rule was previously filed as
4 CSR 190-11.020. Original rule filed Dec.
23, 1975, effective Jan. 2, 1976. Rescinded:
Filed Aug. 4, 1992, effective May 6, 1993.

20 CSR 200-1.090 Mortgage Loans as
Admissible Assets
(Moved to 20 CSR 200-13.200)

20 CSR 200-1.100 Real Estate Held After
Ten Years
(Moved to 20 CSR 200-13.300)

20 CSR 200-1.105 Property and Casualty
Actuarial Opinions 

PURPOSE: This rule prescribes forms and
procedures to be followed by insurance com-
panies other than life obtaining the certifica-
tion of an actuary and to effectuate or aid in
the interpretation of the provisions of section
375.1060, RSMo, by providing guidance as to
the actuarial opinion to be obtained by an
insurance company other than life.

(1) Statement of Actuarial Opinion. Every
property and casualty insurance company
doing business in this state, unless otherwise
exempted by its domiciliary commissioner,
shall file with its annual statement the actuar-
ial certification required by section 375.1060,
RSMo.  This certification shall consist of the
opinion of an appointed actuary entitled a
“Statement of Actuarial Opinion.” This opin-
ion shall be filed in accordance with the
appropriate property and casualty annual
statement instructions of the National
Association of Insurance Commissioners
(NAIC).

(2) In support of the Statement of Actuarial
Opinion, each property and casualty compa-
ny shall prepare or cause to be prepared, and
if required, retain and file with the director,
each of the following:

(A) Actuarial Opinion Summary.
1. Every property and casualty insur-

ance company domiciled in this state that is
required to submit a Statement of Actuarial

Opinion shall annually submit an Actuarial
Opinion Summary, written by the company’s
appointed actuary. This Actuarial Opinion
Summary shall be filed in accordance with
the appropriate NAIC property and casualty
annual statement instructions and shall be
considered as a document supporting the
Statement of Actuarial Opinion required in
section (1).

2. An insurance company licensed but
not domiciled in this state shall provide the
Actuarial Opinion Summary upon request;
and

(B) Actuarial Report and Workpapers.
1. An Actuarial Report and underlying

workpapers, as required by the appropriate
NAIC property and casualty annual statement
instructions, shall be prepared to support
each Statement of Actuarial Opinion.

2. If the insurance company fails to pro-
vide a supporting Actuarial Report and/or
workpapers at the request of the director or
the director determines that the supporting
Actuarial Report or workpapers provided by
the insurance company is otherwise unac-
ceptable to the director, the director may
engage a qualified actuary at the expense of
the insurance company to review the opinion
and the basis for the opinion and prepare the
supporting Actuarial Report or workpapers.

(3) Confidentiality.
(A) The Statement of Actuarial Opinion

shall be provided with the annual statement
in accordance with the appropriate NAIC
property and casualty annual statement
instructions and shall be treated as a public
document.

(B) While the Statement of Actuarial
Opinion is a public document, all documents,
materials, or other information in the posses-
sion or control of the Department of Insur-
ance, Financial Institutions and Professional
Registration that are considered an Actuarial
Report, workpapers, or Actuarial Opinion
Summary provided in support of the opinion,
and any other material provided by the insur-
ance company to the director in connection
with the Actuarial Report, workpapers, or
Actuarial Opinion Summary, shall be confi-
dential by law and privileged, shall not be
subject to subpoena, and shall not be subject
to discovery or admissible in evidence in any
private civil action, to the same extent as the
audit workpapers of an accountant under sec-
tion 375.1050, RSMo.

(C) This section shall not be construed to
limit the director’s authority to release the
documents to the Actuarial Board for
Counseling and Discipline (ABCD) so long
as the material is required for the purpose of
professional disciplinary proceedings and that
the ABCD establishes procedures satisfactory
to the director for preserving the confiden-
tiality of the documents, nor shall this section
be construed to limit the director’s authority
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to use the documents, materials, or other
information in furtherance of any regulatory
or legal action brought as part of the direc-
tor’s official duties.

AUTHORITY: sections 374.045 and 374.071,
RSMo Supp. 2009 and sections 375.1050 and
375.1060, RSMo 2000.* Original rule filed
Aug. 27, 2009, effective March 30, 2010.

*Original authority: 374.045, RSMo 1967, amended
1993, 1995, 2008; 374.071, RSMo 2005; 375.1050, RSMo
1991, amended 1992, 1993, 2009; and 375.1060, RSMo
1991, amended 1993.

20 CSR 200-1.110 Qualifications of
Actuary or Consulting Actuary

PURPOSE: This rule describes the qualifica-
tions required of an actuary signing and cer-
tifying the life and accident and health annu-
al statement of an insurer. This rule was
adopted pursuant to the provisions of section
374.045, RSMo and implements section
376.350, RSMo.

(1) Every life insurance company authorized
to do business in this state is required to file
an annual statement. Missouri instructions
for completing the life and accident and
health annual statement blank require that
these forms be signed and certified by a qual-
ified actuary.

(2) For this purpose, a “qualified actuary”
shall mean a member in good standing of the
American Academy of Actuaries.

(3) Scope. This rule shall apply to all reports,
statements and other documents filed with the
director or issued to the public in relation to
the business of insurance.

(4) Restriction of Signing as an Actuary. No
report, statement or document shall be filed
with the director or issued to the public in
relation to the business of insurance if it is
signed by a person who represents him/her-
self in the instrument to be an actuary unless
the person signing as an actuary is a qualified
actuary.

(5) Actuarial Representation. No person in
any representation made to the public or to
the director in respect to any matter subject to
this rule shall use the word actuary or actuar-
ial to indicate a degree of professional com-
petence unless the representation was pre-
pared or approved by a qualified actuary.

(6) Annual Statements of Domestic Life
Insurance Companies. Section 376.380,
RSMo prescribes the general form of the
annual statement which must be filed with the
director each year. The form which is

required by the director is that which has
been developed by the National Association
of Insurance Commissioners. This form now
includes a requirement relating to policy
reserves and other actuarial items. The
instructions for completion of the blank
describe the content of this requirement. The
items on which actuarial opinion is required
are—

(A) Aggregate reserve for life policies and
contracts (Exhibit 8);

(B) Aggregate reserve for accident and
health policies (Exhibit 9);

(C) Net deferred and uncollected premi-
ums; and

(D) Policy and Contract Claims—Liability
End of Current Year (Exhibit 11, Part 1). The
expanded actuarial opinion requirements with
respect to life insurance company reserves
has been designed with the intent to provide
greater assurance that policyholders’ benefits
and shareholders’ interests are being proper-
ly protected through adequate reserve prac-
tices. If the company does not employ an
actuary on a staff or consulting basis, the
department will use the verification made by
the department’s actuary or the consulting
actuary to the department in lieu of that
called for in the instructions. The necessary
information and data to render an opinion
must be provided by the company and the
individual of the company responsible for this
compilation must submit a statement to the
department that the listings and summaries of
policies in force and other information neces-
sary to comply with these rules are complete
and accurate to the best of his/her knowledge
and belief. If the company intends to rely
upon the verification by the department’s
actuary or consultant, it should so indicate in
the space provided for certification.

(7) Qualified Opinions. A qualified opinion is
usually an indication that some corrective
action is indicated. The director will question
any company, foreign or domestic, about
which the opinion is received, whether that
opinion is rendered by its own staff, its con-
sultant or the department, as to its plans for
correcting the indicated problem. It is recom-
mended that in any situation in which an
actuary finds it necessary to give a qualified
opinion, s/he notify both the company and
the department. If the department’s actuary
or consultant is unable to render an unquali-
fied opinion, the department may require the
company to obtain a separate opinion from
another qualified actuary, which may be lim-
ited to the subject matter in question.

(8) Special Provisions for Certain Domestic
Companies. The department is aware of the
existence of some business in force on which
there is no statutory basis for reserves. Lack
of a statute, however, does not imply that no
liability exists. The actuary valuing the busi-

ness is not limited to statutory requirements
for comparable business, but should use any
appropriate assumptions and methods to
establish the true liability. S/he, of course,
must be prepared to justify to the director
his/her choice of assumptions and methods.

AUTHORITY: sections 374.045 and 376.350,
RSMo 2000.* This rule was previously filed
as 4 CSR 190-11.080. Original rule filed
Aug. 5, 1974, effective Aug. 15, 1974.
Amended: Filed Aug. 16, 1977, effective Dec.
11, 1977. Amended: Filed Dec. 14, 2000,
effective July 30, 2001.

*Original authority: 374.045, RSMo 1967, amended
1993, 1995; and 376.350, RSMo 1939, amended 2000.

20 CSR 200-1.115 Actuarial Opinions of
Reserves of Life and Health Insurance
Policies, Annuities and Pure Endowment
Contracts 

PURPOSE: This rule effectuates or aids in
the interpretation of sections 376.370,
376.380 and 376.390, RSMo. 

(1) Actuarial Opinion Required. 
(A) Every life insurance company doing

business in this state annually shall submit
the opinion of a qualified actuary as to
whether the reserves and related actuarial
items held in support of the company’s poli-
cies and contracts are computed appropriate-
ly, are based on assumptions which satisfy
contractual provisions, are consistent with
prior reported amounts and comply with
applicable laws of this state. 

(B) The opinion shall be submitted with
the annual statement reflecting the valuation
of those reserve liabilities for each year end-
ing on or after December 31, 1992. 

(C) The opinion shall apply to all business
in force including individual and group health
insurance plans. 

(D) The opinion shall be based on stan-
dards adopted from time-to-time by the
Actuarial Standards Board. 

(E) In the case of an opinion required to be
submitted by a foreign or alien company, the
director may accept the opinion filed by that
company with the insurance supervisory offi-
cial of another state if the director determines
that the opinion reasonably meets the require-
ments applicable to a company domiciled in
this state. 

(F) For the purposes of this section, quali-
fied actuary means a member in good stand-
ing of the American Academy of Actuaries
who meets the requirements set forth in those
rules. 

(G) Except in cases of fraud or willful mis-
conduct, the qualified actuary shall not be
liable for damages to any person (other than
the insurance company and the director) for
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any act, error, omission, decision or conduct
with respect to the actuary’s opinion. 

(H) Disciplinary action by the director
against the company or the qualified actuary
shall include any actions authorized by the
insurance laws of this state and as to the qual-
ified actuary, refusal to accept future opin-
ions. 

(I) A memorandum, in form and substance
acceptable to the director, shall be prepared
to support each actuarial opinion. 

(J) If the insurance company fails to pro-
vide a supporting memorandum at the request
of the director within thirty (30) days of that
request, or the director determines that the
supporting memorandum provided by the
insurance company fails to meet the standards
prescribed by this rule, or is otherwise unac-
ceptable to the director, the director may
engage a qualified actuary at the expense of
the company to review the opinion and the
basis for the opinion and prepare the sup-
porting memorandum as is required by the
director. 

(K) Any memorandum in support of the
opinion, and any other material provided by
the company to the director in connection
with the opinion shall be kept confidential by
the director and shall not be made public and
shall not be subject to subpoena, other than
for the purpose of defending an action seek-
ing damages from any person by reason of
any action required by this rule; provided,
that the memorandum or other material may
otherwise be released by the director—a)
with the written consent of the company or b)
to the American Academy of Actuaries upon
request stating that the memorandum or other
material is required for the purpose of pro-
fessional disciplinary proceedings and setting
forth procedures satisfactory to the director
for preserving the confidentiality of the mem-
orandum or other material. Once any portion
of the confidential memorandum is cited by
the company in its marketing, or is cited
before any governmental agency other than a
state insurance department, or is released by
the company to the news media, all portions
of the confidential memorandum shall no
longer be confidential. 

(2) Matching Assets to Liabilities. 
(A) Annually every life insurance compa-

ny, except as may be exempted by or pursuant
to this rule, also shall include in the opinion
required by subsection (1)(A) of this rule, an
opinion of the same qualified actuary as to
whether the reserves and related actuarial
items held in support of the policies and con-
tracts specified by the director by this rule,
when considered in light of the assets held by
the company with respect to the reserves and
related actuarial items, including, but not
limited to, the investment earnings on the
assets and the considerations anticipated to be
received and retained under the policies and

contracts, make adequate provision for the
company’s obligations under the policies and
contracts including, but not limited to, the
benefits under and expenses associated with
the policies and contracts. 

(B) The director, on a case-by-case basis,
may provide for a transition period for estab-
lishing any higher reserves which the quali-
fied actuary may deem necessary in order to
render the opinion required by this section. 

AUTHORITY: section 374.045.1(3), RSMo
Supp. 1993.* Original rule filed July 2,
1991, effective Dec. 9, 1991.

*Original authority: 374.045.1(3), RSMo 1967, amended
1993.

20 CSR 200-1.116 Actuarial Opinion and
Memorandum Regulation 

PURPOSE: This rule prescribes: a) require-
ments for statements of actuarial opinion
which are to be submitted in accordance with
sections 376.370 and 376.380, RSMo, and 20
CSR 200-1.115 and for memoranda in sup-
port thereof; b) guidance as to the meaning of
“adequacy of reserves”; and c) rules applica-
ble to the appointment of an appointed actu-
ary.

(1) Scope. This rule shall apply to all life
insurance companies and fraternal benefit
societies doing business in this state and to all
life insurance companies and fraternal bene-
fit societies which are authorized to reinsure
life insurance, annuities, or accident and
health insurance business in this state. This
regulation shall be applied in a manner that
allows the appointed actuary to utilize his or
her professional judgment in performing the
asset analysis and developing the actuarial
opinion and supporting memoranda, consis-
tent with relevant actuarial standards of prac-
tice. However, the director shall have the
authority to specify methods of actuarial
analysis and actuarial assumptions when, in
the director’s judgment, these specifications
are necessary for an acceptable opinion to be
rendered relative to the adequacy of reserves
and related items. This rule shall be applic-
able to all annual statements filed with the
director after the effective date of this rule. A
statement of opinion on the adequacy of the
reserves and related actuarial items based on
an asset adequacy analysis in accordance with
section (4) of this rule, and a memorandum in
support thereof in accordance with section
(5) of this rule, shall be required each year. 

(2) Definitions.
(A) “Actuarial opinion” means the opinion

of an appointed actuary regarding the ade-
quacy of the reserves and related actuarial
items based on an asset adequacy analysis in

accordance with section (4) of this rule and
with applicable Actuarial Standards of
Practice.

(B) “Actuarial Standards Board” means the
board established by the American Academy
of Actuaries to develop and promulgate stan-
dards of actuarial practice.

(C) “Annual statement” means that state-
ment required by sections 375.041 and
376.350, RSMo, to be filed by the company
with the director annually.

(D) “Appointed actuary” means an indi-
vidual who is appointed or retained in accor-
dance with the requirements set forth in sub-
section (3)(C) of this rule to provide the actu-
arial opinion and supporting memorandum as
required by 20 CSR 200-1.115 and section
376.380, RSMo.

(E) “Asset adequacy analysis” means an
analysis that meets the standards and other
requirements referred to in subsection (3)(D)
of this rule. 

(F) “Company” means a life insurance
company, fraternal benefit society, or reinsur-
er subject to the provisions of this rule.

(G) “Director” means the director of the
Missouri Department of Insurance, Financial
Institutions and Professional Registration.

(H) “Qualified actuary” means an individ-
ual who meets the requirements set forth in
subsection (3)(B) of this rule.

(3) General Requirements. 
(A) Submission of Statement of Actuarial

Opinion.
1. There is to be included on or attached

to page 1 of the annual statement for each
year beginning with the year in which this
rule becomes effective the statement of an
appointed actuary, entitled “Statement of
Actuarial Opinion,” setting forth an opinion
relating to reserves and related actuarial
items held in support of policies and con-
tracts, in accordance with section (4) of this
rule.

2. Upon written request by the company,
the director may grant an extension of the
date for submission of the statement of actu-
arial opinion.

(B) Qualified actuary. A “qualified actu-
ary” is an individual who—

1. Is a member of the American
Academy of Actuaries;

2. Is qualified to sign statements of actu-
arial opinion for life and health insurance
company annual statements in accordance
with the American Academy of Actuaries
qualification standards for actuaries signing
those statements;

3. Is familiar with the valuation require-
ments applicable to life and health insurance
companies;

4. Has not been found by the director
(or, if so found, has subsequently been rein-
stated as a qualified actuary), following
appropriate notice and hearing to have:
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A. Violated any provision of, or any
obligation imposed by, the insurance law or
other law in the course of his/her dealings as
a qualified actuary;

B. Been found guilty of fraudulent or
dishonest practices;

C. Demonstrated his/her incompeten-
cy, lack of cooperation, or untrustworthiness
to act as a qualified actuary;

D. Submitted to the director during
the past five (5) years, pursuant to this rule,
an actuarial opinion or memorandum that the
director rejected because it did not meet the
provisions of this rule including standards set
by the Actuarial Standards Board; or

E. Resigned or been removed as an
actuary within the past five (5) years as a
result of acts or omissions indicated in any
adverse report on examination or as a result
of failure to adhere to generally acceptable
actuarial standards; and

5. Has not failed to notify the director of
any action taken by any director of any other
state similar to that under paragraph (3)(B)4.

(C) Appointed actuary. An appointed actu-
ary is a qualified actuary who is appointed or
retained to prepare the Statement of Actuarial
Opinion required by this rule; either directly
or by the authority of the board of directors
through an executive officer of the company.
The company shall give the director timely
written notice of the name, title (and in the
case of a consulting actuary, the name of the
firm) and manner of appointment or retention
of each person appointed or retained by the
company as an appointed actuary and shall
state in that notice that the person meets the
requirements set forth in subsection (3)(B).
Once notice is furnished, no further notice is
required with respect to this person, provided
that the company shall give the director time-
ly written notice in the event the actuary
ceases to be appointed or retained as an
appointed actuary or to meet the require-
ments set forth in subsection (3)(B). If any
person appointed or retained as an appointed
actuary replaces a previously appointed actu-
ary, the notice shall so state and give the rea-
sons for replacement.

(D) Standards for Asset Adequacy
Analysis. The asset adequacy analysis
required by this rule:

1. Shall conform to the Standards of
Practice as promulgated from time-to-time by
the Actuarial Standards Board and on any
additional standards under this rule, which
standards are to form the basis of the state-
ment of actuarial opinion in accordance with
this rule; and 

2. Shall be based on methods of analysis
as are deemed appropriate for such purposes
by the Actuarial Standards Board.

(E) Liabilities to Be Covered.
1. Under authority of 20 CSR 200-1.115

and sections 376.370 and 376.380, RSMo,
the statement of actuarial opinion shall apply

to all in force business on the statement date,
whether directly issued or assumed, regard-
less of when or where issued, for example,
reserves of Exhibits 8, 9, and 10, and claim
liabilities in Exhibit 11, Part 1 and equivalent
items in the separate account statement(s).

2. If the appointed actuary determines as
the result of asset adequacy analysis that a
reserve should be held in addition to the
aggregate reserve held by the company and
calculated in accordance with methods set
forth in sections 376.370 and 376.380,
RSMo, the company shall establish the addi-
tional reserve.

3. Additional reserves established under
paragraph (3)(E)2. and deemed not necessary
in subsequent years may be released. Any
amounts released must be disclosed in the
actuarial opinion for the applicable year. The
release of these reserves would not be
deemed an adoption of a lower standard of
valuation.

(4) Statement of Actuarial Opinion Based On
an Asset Adequacy Analysis.

(A) General Description. The statement of
actuarial opinion submitted in accordance
with this section shall consist of:

1. A paragraph identifying the appoint-
ed actuary and his/her qualifications (see
paragraph (4)(B)1.);

2. A scope paragraph identifying the
subjects on which an opinion is to be
expressed and describing the scope of the
appointed actuary’s work, including a tabula-
tion delineating the reserves and related actu-
arial items which have been analyzed for
asset adequacy and the method of analysis,
(see paragraph (4)(B)2.) and identifying the
reserves and related actuarial items covered
by the opinion which have not been so ana-
lyzed;

3. A reliance paragraph describing those
areas, if any, where the appointed actuary has
deferred to other experts in developing data,
procedures, or assumptions (for example,
anticipated cash flows from currently owned
assets, including variation in cash flows
according to economic scenarios (see para-
graph (4)(B)3.) supported by a statement of
each expert in the form prescribed by subsec-
tion (4)(E);

4. An opinion paragraph expressing the
appointed actuary’s opinion with respect to
the adequacy of the supporting assets to
mature the liabilities (see paragraph
(4)(B)6.); and

5. One (1) or more additional para-
graphs will be needed in individual company
cases as follows:

A. If the appointed actuary considers
it necessary to state a qualification of his/her
opinion;

B. If the appointed actuary must dis-
close an inconsistency in the method of
analysis or basis of asset allocation used at

the prior opinion date with that used for this
opinion;

C. If the appointed actuary must dis-
close whether additional reserves of the prior
opinion date are released as of this opinion
date and the extent of the release; and

D. If the appointed actuary chooses to
add a paragraph briefly describing the
assumptions which form the basis for the
actuarial opinion.

(B) Recommended Language. The follow-
ing paragraphs are to be included in the state-
ment of actuarial opinion in accordance with
this section. Language is that which in typi-
cal circumstances should be included in a
statement of actuarial opinion. The language
may be modified as needed to meet the cir-
cumstances of a particular case, but the
appointed actuary should use language which
clearly expresses his/her professional judg-
ment. However, in any event the opinion shall
retain all pertinent aspects of the language
provided in this section.

1. The opening paragraph should gener-
ally indicate the appointed actuary’s relation-
ship to the company and his/her qualifica-
tions to sign the opinion. For a company
actuary, the opening paragraph of the actuar-
ial opinion should include a statement such
as: “I, (name), am (title) of (insurance com-
pany name) and a member of the American
Academy of Actuaries. I was appointed by, or
by the authority of, the board of directors of
said insurer to render this opinion as stated in
the letter to the director dated (insert date). I
meet the Academy qualification standards for
rendering the opinion and am familiar with
the valuation requirements applicable to life
and health insurance companies.” For a con-
sulting actuary, the opening paragraph should
contain a statement such as: “I, (name), a
member of the American Academy of
Actuaries, am associated with the firm of
(name of consulting firm). I have been
appointed by, or by the authority of, the board
of directors of (name of company) to render
this opinion as stated in the letter to the direc-
tor dated (insert date). I meet the Academy
qualification standards for rendering this
opinion and am familiar with the valuation
requirements, relating to life and health com-
panies.”

2. The scope paragraph should include a
statement such as: “I have examined the actu-
arial assumptions and actuarial methods used
in determining reserves and related actuarial
items listed below, as shown in the annual
statement of the company, as prepared for fil-
ing with state regulatory officials, as of
December 31, 20(__). Tabulated as follows
are those reserves and related actuarial items
which have been subjected to asset adequacy
analysis.”



3. If the appointed actuary has relied on
other experts to develop certain portions of
the analysis, the reliance paragraph should
include a statement such as: 

“I have relied on (name), (title) for
(for example, anticipated cash flows from
currently owned assets, including variations
in cash flows according to economic scenar-
ios) and, as certified in the attached statement
I have reviewed the information relied upon
for reasonableness.”

A statement of reliance on other
experts should be accompanied by a state-
ment by each of these experts in the form pre-
scribed by subsection (4)(E).

4. If the appointed actuary has examined
the underlying asset and liability records, the
reliance paragraph should include a statement
such as: “My examination included a review
of the actuarial assumptions and actuarial
methods and of the underlying basic asset and
liability records and tests of the actuarial cal-
culations as I considered necessary. I also
reconciled the underlying basic asset and lia-
bility records to (exhibits and schedules list-
ed as applicable) of the company’s current
annual statement.”

5. If the appointed actuary has not
examined the underlying records, but has
relied upon data (e.g., listings and summaries
of policies in force or asset records), pre-
pared by the company, the reliance paragraph
should include a sentence such as: “In form-
ing my opinion on (specify types of reserves),
I relied upon data prepared by (name and title
of company officer certifying in-force records
or other data) as certified in the attached
statements. I also reconciled that data to
(exhibits and schedules to be listed as applic-
able) of the company’s current annual state-
ment. In other respects, my examination
included review of the actuarial assumptions

and actuarial methods and tests of the calcu-
lations I considered necessary.” This section
shall be accompanied by a statement by each
person relied upon in the form prescribed by
subsection (4)(E).

6. The opinion paragraph should include
a statement such as: “In my opinion the
reserves and related actuarial values concern-
ing the statement items identified above:

A. “Are computed in accordance with
presently accepted actuarial standards consis-
tently applied and are fairly stated, in accor-
dance with sound actuarial principles;

B. “Are based on actuarial assump-
tions which produce reserves at least as great
as those called for in any contract provision
as to reserve basis and method, and are in
accordance with all other contract provisions;

C. “Meet the requirements of the
insurance law and regulation of the state of
(state of domicile) and are at least as great as
the minimum aggregate amounts required by
the state in which this statement is filed;

D. “Are computed on the basis of
assumptions consistent with those used in
computing the corresponding items in the
annual statement of the preceding year-end
(with any exceptions noted here);

E. “Include provision for all actuarial
reserves and related statement items which
ought to be established.  

“The reserves and related items, when con-
sidered in light of the assets held by the com-
pany with respect to such reserves and relat-
ed actuarial items including, but not limited
to, the investment earnings on the assets, and
the considerations anticipated to be received
and retained under the policies and contracts,
make adequate provision, according to
presently accepted actuarial standards of
practice, for the anticipated cash flows

required by the contractual obligations and
related expenses of the company. (At the dis-
cretion of the director, this language may be
omitted for an opinion filed on behalf of a
company doing business only in this state and
in no other state.)  
“The actuarial methods, considerations, and
analyses used in forming my opinion conform
to the appropriate Standards of Practice as
promulgated by the Actuarial Standards
Board, which standards form the basis of this
statement of opinion.  
“This opinion is updated annually as required
by statute. To the best of my knowledge, there
have been no material changes from the
applicable date of the annual statement to the
date of the rendering of this opinion which
should be considered in reviewing this opin-
ion”; or  
“The following material change(s) which
occurred between the date of the statement
for which this opinion is applicable and the
date of this opinion should be considered in
reviewing this opinion: (Describe the
change(s).)” (Note: Choose one of the pre-
ceding two (2) paragraphs, whichever is
applicable.) 
“The impact of unanticipated events subse-
quent to the date of this opinion is beyond the
scope of this opinion. The analysis of asset
adequacy portion of this opinion should be
viewed recognizing that the company’s future
experience may not follow all the assump-
tions used in the analysis.

____________________________________
(Signature of Appointed Actuary)

____________________________________
(Address of Appointed Actuary)
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Reserves And Liabilities
Asset Adequacy Tested Amounts

Additional Total
Formula Actuarial Analysis Other Amount
Reserves Reserves (a) Method (b) Amount             (1)+(2)+(3)

Statement Item (c) (1) (2) (3) (4)

TOTAL RESERVES ___________ _____________ ______________ ____________
IMR (Page _____ Line _____) ___________

AVR (Page _____ Line _____) ___________ (d)
(a) The additional actuarial reserves are the reserves established under paragraph (3)(E)2.
(b) The appointed actuary should indicate the method of analysis, determined in accordance with the standards for asset adequacy

analysis referred to in subsection (3)(D) of this regulation, by means of symbols which should be defined in footnotes to the table.
(c) Statement Items should describe lines of business subjected to asset adequacy analysis and contain appropriate references to the exhibits,

pages, and lines of the insurer’s annual statement filed with the director to which the amounts listed reconcile.
(d) Allocated amount of Asset Valuation Reserve (AVR).



____________________________________
(Telephone Number of Appointed Actuary)

____________________________________
(Date)”

(C) Assumptions for New Issues. The
adoption for new issues or new claims or
other new liabilities of an actuarial assump-
tion which differs from a corresponding
assumption used for prior new issues or new
claims or other new liabilities is not a change
in actuarial assumptions within the meaning
of this section.

(D) Adverse Opinions. If the appointed
actuary is unable to form an opinion, then
s/he shall refuse to issue a statement of actu-
arial opinion. If the appointed actuary’s opin-
ion is adverse or qualified, then s/he shall
issue an adverse or qualified actuarial opin-
ion explicitly stating the reason(s) for that
opinion. This statement should follow the
scope paragraph and precede the opinion
paragraph.

(E) Reliance on Information Furnished by
Other Persons. If the appointed actuary relies
on the certification of others on matters con-
cerning the accuracy or completeness of any
data underlying the actuarial opinion, or the
appropriateness of any other information
used by the appointed actuary in forming the
actuarial opinion, the actuarial opinion
should so indicate the persons the actuary is
relying upon and a precise identification of
the items subject to reliance. In addition, the
persons on whom the appointed actuary relies
shall provide a certification that precisely
identifies the items on which the person is
providing information and a statement as to
the accuracy, completeness, or reasonable-
ness, as applicable, of the items. This certifi-
cation shall include the signature, title, com-
pany, address, and telephone number of the
person rendering the certification, as well as
the date on which it is signed.

(F) Alternate Option.
1. Section 376.380.4(4)(d), RSMo

2000, gives the director broad authority to
accept the valuation of a foreign insurer when
that valuation meets the requirements applic-
able to a company domiciled in this state in
the aggregate. As an alternative to the
requirements of subparagraph (4)(B)6.C., the
director may make one (1) or more of the fol-
lowing additional approaches available to the
opining actuary:

A. A statement that the reserves
“meet the requirements of the insurance laws
and regulations of the state of (state of domi-
cile) and the formal written standards and

conditions of this state for filing an opinion
based on the law of the state of domicile.” If
the director chooses to allow this alternative,
a formal written list of standards and condi-
tions shall be made available. If a company
chooses to use this alternative, the standards
and conditions in effect on July 1 of a calen-
dar year shall apply to statements for that cal-
endar year, and they shall remain in effect
until they are revised or revoked. If no list is
available, this alternative is not available;

B. A statement that the reserves
“meet the requirements of the insurance laws
and regulations of the state of (state of domi-
cile) and I have verified that the company’s
request to file an opinion based on the law of
the state of domicile has been approved and
that any conditions required by the director
for approval of that request have been met.”
If the director chooses to allow this alterna-
tive, a formal written statement of such
allowance shall be issued no later than March
31 of the year it is first effective. It shall
remain valid until rescinded or modified by
the director. The rescission or modifications
shall be issued no later than March 31 of the
year they are first effective. Subsequent to
that statement being issued, if a company
chooses to use this alternative, the company
shall file a request to do so, along with justi-
fication for its use, no later than April 30 of
the year of the opinion to be filed. The
request shall be deemed approved on October
1 of that year if the director has not denied
the request by that date; and/or

C. A statement that the reserves
“meet the requirements of the insurance laws
and regulations of the state of (state of domi-
cile) and I have submitted the required com-
parison as specified by this state.”

(I) If the director chooses to allow
this alternative, a formal written list of prod-
ucts (to be added to the table in Part (II)
below) for which the required comparison
shall be provided will be published. If a com-
pany chooses to use this alternative, the list in
effect on July 1 of a calendar year shall apply
to statements for that calendar year, and it
shall remain in effect until it is revised or
revoked. If no list is available, this alternative
is not available.

(II) If a company desires to use this
alternative, the appointed actuary shall pro-
vide a comparison of the gross nationwide
reserves held to the gross nationwide reserves
that would be held under National
Association of Insurance Commissioners
(NAIC) codification standards. Gross nation-
wide reserves are the total reserves calculat-
ed for the total company in force business
directly sold and assumed, indifferent to the

state in which the risk resides, without reduc-
tion for reinsurance ceded. The information
provided shall be at least:

CODE OF STATE REGULATIONS 19ROBIN CARNAHAN (4/30/09)
Secretary of State

Chapter 1—Financial Solvency and Accounting Standards 20 CSR 200-1



20 CODE OF STATE REGULATIONS (4/30/09)      ROBIN CARNAHAN

Secretary of State

20 CSR 200-1—DEPARTMENT OF INSURANCE,
FINANCIAL INSTITUTIONS AND
PROFESSIONAL REGISTRATION Division 200—Insurance Solvency and Company Regulation

(III) The information listed shall
include all products identified by either the
state of filing or any other states subscribing
to this alternative.

(IV) If there is no codification stan-
dard for the type of product or risk in force
or if the codification standard does not direct-
ly address the type of product or risk in force,
the appointed actuary shall provide detailed
disclosure of the specific method and
assumptions used in determining the reserves
held.

(V) The comparison provided by
the company is to be kept confidential to the
same extent and under the same conditions as
the actuarial memorandum.

2. Notwithstanding the above, the direc-
tor may reject an opinion based on the laws
and regulations of the state of domicile and
require an opinion based on the laws of this
state. If a company is unable to provide the
opinion within sixty (60) days of the request
or such other period of time determined by
the director after consultation with the com-
pany, the director may contract with an inde-
pendent actuary at the company’s expense to
prepare and file the opinion.

(5) Description of Actuarial Memorandum
Including an Asset Adequacy Analysis and
Regulator Asset Adequacy Issues Summary.

(A) General.
1. In accordance with 20 CSR 200-

1.115 and sections 376.370 and 376.380,
RSMo, the appointed actuary shall prepare a
memorandum to the company describing the
analysis done in support of his/her opinion
regarding the reserves. The memorandum
shall be made available for examination by
the director upon his/her request but shall be
returned to the company after such examina-
tion and shall not be considered a record of
the insurance department or subject to auto-
matic filing with the director.

2. In preparing the memorandum, the
appointed actuary may rely on, and include
as a part of his/her own memorandum, mem-
oranda prepared and signed by other actuar-
ies who are qualified within the meaning of
subsection (3)(B) of this rule, with respect to

the areas covered in such memoranda, and so
state in their memoranda.

3. If the director requests a memoran-
dum and no memorandum exists or if the
director finds that the analysis described in
the memorandum fails to meet the standards
of the Actuarial Standards Board or the stan-
dards and requirements of this rule, the direc-
tor may designate a qualified actuary to
review the opinion and prepare the  support-
ing memorandum as is required for review.
The reasonable and necessary expense of the
independent  review shall be paid by the com-
pany but shall be directed and controlled by
the director.

4. The reviewing actuary shall have the
same status as an examiner for purposes of
obtaining data from the company and the
work papers and documentation of the
reviewing actuary shall be retained by the
director; provided, however, that any infor-
mation provided by the company to the
reviewing actuary and included in the work
papers shall be considered as material pro-
vided by the company to the director and
shall be kept confidential to the same extent
as is prescribed by law with respect to other
material provided by the company to the
director pursuant to the statute  governing this
rule. The reviewing actuary shall not be an
employee of a consulting firm involved with
the preparation of any prior memorandum or
opinion for the insurer pursuant to this rule
for any one (1) of the current year or the pre-
ceding three (3) years.

5. In accordance with 20 CSR 200-
1.115 and section 376.380, RSMo, the
appointed actuary shall prepare a regulatory
asset adequacy issues summary, the contents
of which are specified in subsection (5)(C).
The regulatory asset adequacy issues summa-
ry will be submitted no later than March 15
of the year following the year for which a
statement of actuarial opinion based on asset
adequacy is required. The regulatory asset
adequacy issues summary is to be kept confi-
dential to the same extent and under the same
conditions as the actuarial memorandum.

(B) Details of the Memorandum Section
Documenting Asset Adequacy Analysis.

When an actuarial opinion is provided, the
memorandum shall demonstrate that the
analysis has been done in accordance with the
standards for asset adequacy referred to in
subsection (3)(D) of this rule and any addi-
tional standards under this rule. It shall spec-
ify—

1. For reserves—
A. Product descriptions including

market description, underwriting, and other
aspects of a risk profile and the specific risks
the appointed actuary deems significant;

B. Source of liability in force;
C. Reserve method and basis;
D. Investment reserves;
E. Reinsurance arrangements;
F. Identification of any explicit or

implied guarantees made by the general
account in support of benefits provided
through a separate account or under a sepa-
rate account policy or contract and the meth-
ods used by the appointed actuary to provide
for the guarantees in the asset adequacy
analysis; and

G. Documentation of assumptions to
test reserves for the following:

(I) Lapse rates (both base and
excess);

(II) Interest crediting rate strategy;
(III) Mortality;
(IV) Policyholder dividend strate-

gy;
(V) Competitor or market interest

rate;
(VI) Annuitization rates;
(VII) Commissions and expenses;

and
(VIII) Morbidity;

2. For assets—
A. Portfolio descriptions, including a

risk profile disclosing the quality, distribu-
tion, and types of assets;

B. Investment and disinvestment
assumptions;

C. Source of asset data;
D. Asset valuation bases; and
E. Documentation of assumptions

made for:
(I) Default costs;
(II) Bond call function;

(1) 

Product Type 

(2) 

Death Benefit 

or Account 

Value 

(3) 

Reserves Held 

(4) 

Codification 

Reserves

(5) 

Codification 

Standard 
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(III) Mortgage prepayment func-
tion;

(IV) Determining market value for
assets sold due to disinvestment strategy; and

(V) Determining yield on assets
acquired through the investment strategy. The
documentation of the assumptions shall be
such that an actuary reviewing the actuarial
memorandum could form a conclusion as to
the reasonableness of the assumptions;

3. For the analysis basis—
A. Methodology;
B. Rationale for inclusion/exclusion

of different blocks of business and how perti-
nent risks were analyzed;

C. Rationale for degree of rigor in
analyzing different blocks of business
(include in the rationale the level of material-
ity that was used in determining how rigor-
ously to analyze different blocks of business);

D. Criteria for determining asset ade-
quacy (include in the criteria the precise basis
for determining if assets are adequate to
cover reserves under moderately adverse con-
ditions or other conditions as specified in rel-
evant actuarial standards of practice); and

E. Whether the impact of federal
income taxes was considered, and the method
of treating reinsurance in the asset adequacy
analysis; 

4. Summary of material changes in
methods, procedures, or assumptions from
prior year’s asset adequacy analysis;

5. Summary of results; and
6. Conclusion(s).

(C) Details of the Regulatory Asset
Adequacy Issues Summary.

1. The regulatory asset adequacy issues
summary shall include:

A.  Descriptions of the scenarios test-
ed (including whether those scenarios are sto-
chastic or deterministic) and the sensitivity
testing done relative to those scenarios. If
negative ending surplus results under certain
tests in the aggregate, the actuary should
describe those tests and the amount of addi-
tional reserve as of the valuation date which,
if held, would eliminate the negative aggre-
gate surplus values. Ending surplus values
shall be determined by either extending the
projection period until the in force and asso-
ciated assets and liabilities at the end of the
projection period are immaterial or by adjust-
ing the surplus amount at the end of the pro-
jection period by an amount that appropriate-
ly estimates the value that can reasonably be
expected to arise from the assets and liabili-
ties remaining in force;

B. The extent to which the appointed
actuary uses assumptions in the asset adequa-
cy analysis that are materially different than

the assumptions used in the previous asset
adequacy analysis;

C. The amount of reserves and the
identity of the product lines that had been
subjected to asset adequacy analysis in the
prior opinion but were not subject to analysis
for the current opinion;

D. Comments on any interim results
that may be of significant concern to the
appointed actuary;

E. The methods used by the actuary
to recognize the impact of reinsurance on the
company’s cash flows, including both assets
and liabilities, under each of the scenarios
tested; and

F. Whether the actuary has been sat-
isfied that all options whether explicit or
embedded, in any asset or liability (includ-
ing, but not limited to, those affecting cash
flows embedded in fixed income securities)
and equity-like features in any investments
have been appropriately considered in the
asset adequacy analysis.

2.  The regulatory asset adequacy issues
summary shall contain the name of the com-
pany for which the regulatory asset adequacy
issues summary is being supplied and shall be
signed and dated by the appointed actuary
rendering the actuarial opinion.

(D) Conformity to Standards of Practice.
The memorandum shall include a statement:
“Actuarial methods, considerations and
analyses used in the preparation of this mem-
orandum conform to the appropriate
Standards of Practice as promulgated by the
Actuarial Standards Board, which standards
form the basis for this memorandum.”

(E) Use of Assets Supporting the Interest
Maintenance Reserve and the Asset Valuation
Reserve.  An appropriate allocation of assets
in the amount of the interest maintenance
reserve (IMR), whether positive or negative,
shall be used in any asset adequacy analysis.
Analysis of risks regarding asset default may
include an appropriate allocation of assets
supporting the asset valuation reserve (AVR);
these AVR assets may not be applied for any
other risks with respect to reserve adequacy.
Analysis of these and other risks may include
assets supporting other mandatory or volun-
tary reserves available to the extent not used
for risk analysis and reserve support. The
amount of the assets used for the AVR must
be disclosed in the Table of Reserves and
Liabilities of the opinion and in the memo-
randum. The method used for selecting par-
ticular assets or allocated portions of assets
must be disclosed in the memorandum.

(F) Documentation. The appointed actuary
shall retain on file, for at least seven (7)
years, sufficient documentation so that it will
be possible to determine the procedures fol-

lowed, the analyses performed, the bases for
assumptions and the results obtained.

AUTHORITY: sections 376.370 and 376.380,
RSMo 2000 and section 374.045, RSMo
Supp. 2008.* Original rule filed Dec. 28,
1992, effective Sept. 9, 1993. Amended:
Filed Oct. 30, 2008, effective May 30, 2009.

*Original authority: 374.045 RSMo 1967, amended 1993,
1995, 2008; 376.370, RSMo 1939, amended 1943, 1947,
1961, 1993; and 376.380, RSMo 1939, amended 1943,
1947, 1959, 1961, 1965, 1971, 1975, 1979, 1982, 1993.

20 CSR 200-1.120 Take-Out Letters 

PURPOSE: This rule states requirements for
insurance companies entering into take-out
letters and similar contracts to provide after-
construction financing of commercial build-
ings. This rule was adopted pursuant to the
provisions of section 374.045, RSMo and
implements sections 376.300 and 379.080,
RSMo.

(1) Limitations on Amounts Guaranteed.
Take-out letters and similar contracts to pro-
vide permanent after-construction financing
of commercial buildings shall be subject to
the following requirements:

(A) Any such contract must be approved by
the company investment committee, if any, or
be signed by two (2) officers of the company;
and

(B) The total amount of all such contracts
shall be disclosed in that company’s annual
statement in the interrogatory section.

AUTHORITY: sections 374.045 and 379.080,
RSMo Supp. 1993 and 376.300, RSMo
1986.* This rule was previously filed as 4
CSR 190-11.100. Original rule filed Dec. 20,
1974, effective Dec. 30, 1974.

*Original authority: 374.045, RSMo 1967; 376.300,
RSMo 1939, amended 1943, 1945, 1945, 1949, 1953,
1961, 1963, 1973, 1979, 1982, 1985; and 379.080, RSMo
1939, amended 1943, 1947, 1963, 1977, 1981, 1982,
1985, 1987, 1989, 1993.

20 CSR 200-1.130 Letters of Credit
(Rescinded May 6, 1993)

AUTHORITY: section 379.080.3(2)(d), RSMo
1986. This rule was previously filed as 4 CSR
190-11.240. Original rule filed July 20,
1989, effective Nov. 11, 1989. Rescinded:
Filed Sept. 2, 1992, effective May 6, 1993.



20 CSR 200-1.140 Minimum Valuation
Standards for Life, Accident and Health
and Annuity Contracts

PURPOSE: This rule specifies standards for
valuation of specifically identified life insur-
ance, health and accident insurance policies.
This rule was adopted pursuant to the provi-
sions of section 374.045, RSMo and imple-
ments sections 376.380, 376.390, 376.405,
376.410 and 376.670, RSMo.

(1) Life Insurance.
(A) Group Insurance.

1. Yearly renewable term life insurance
(including waiver of premium and accidental
death benefits).

A. Gross pro rata unearned premium
method.

B. The Commissioners 1960 Stand-
ards Group Mortality Table with interest as
specified in section 376.380, RSMo.

C. Any other valuation basis produc-
ing higher reserves.

2. Inasmuch as the Federal Employees
Group Life Insurance Act of 1954, 5
U.S.C.A. Section 8701, provides that
appointive or elective officers or employees
of the United States government, at a time
and under conditions of eligibility as the Civil
Service Commission by regulation may pre-
scribe, shall be eligible to be insured for
specified amounts of group life insurance and
specified amounts of group accidental death
and dismemberment insurance, as provided
in the Act; and since as the Act requires the
maintenance of a special contingency reserve
upon group insurance issued or reinsured in
accordance with its provisions, the provisions
of this rule shall not be applicable to any
group insurance issued or reinsured by a life
insurance company in accordance with the
provision of the Act.

3. Inasmuch as the Servicemen’s Group
Life Insurance Act of 1965, 38 U.S.C.A.
section 765, provides that members of the
uniformed services on active duty shall be
eligible to be insured for specified amounts of
group life insurance, as provided in the Act;
and inasmuch as the Act requires that main-
tenance of a special contingency reserve upon
group insurance issued or reinsured in accor-
dance with its provisions, the provisions of
this rule shall not be applicable to any group
insurance issued or reinsured by any life
insurance company in accordance with the
provisions of the Act.

(B) Credit Life Insurance. All credit life
insurance shall be valued on the 1958
Commissioners Standards Ordinary Mortal-
ity Table with interest assumption of three

and one-half percent (3 1/2%) or any other
valuation basis producing higher reserves.

(C) Other Standards.
1. Extra or additional reserves, calculat-

ed according to the previously mentioned
standards, will be required in all cases to
cover the nondeduction of deferred fractional
premiums or return of premiums, in the event
of death. No extra reserve is required when
the basic policy reserve makes a provision for
this, for example, when continuous functions
are used.

2. Other valuation standards may be
used so long as the reserves computed on
those standards for each of the previously
mentioned categories are greater in the aggre-
gate than the reserves computed according to
minimum standards.

3. Reserves for annuity and pure endow-
ment contracts, for disability and accidental
death benefits in all policies and contracts,
for life insurance policies providing for a
varying amount of insurance or requiring the
payment of varying premiums, and for all
other benefits, except life insurance and
endowment benefits in life insurance policies,
shall be calculated by a method consistent
with the principles of the commissioner’s
reserve valuation method, as defined in sec-
tion 376.380.2(b), RSMo. In the calculation
of reserves for life policies containing coupon
or annual pure endowment benefits, each
benefit shall be treated as a pure endowment
maturing for its cash value on the date it
becomes due. This coupon or annual pure
endowment benefit shall be considered to be
a part of the guaranteed benefits provided for
by the policies.

(2) Policies of Accident or Health Insurance,
or Combination Policies of Accident and
Health Insurance.

(A) On all such policies actually written
there shall be maintained an unearned gross
premium reserve computed according to the
provisions of sections 376.410(1), RSMo.

(B) On all such policies written on a non-
cancellable plan and under the terms of
which the company is obligated to renew or
continue for a stated period, or to a stated age
or for life, there shall be maintained active
life reserves and reserves for losses in
amounts not less than active life and loss
reserves determined in accordance with the
applicable minimum reserve standards pre-
scribed by the National Association of
Insurance Commissioners (NAIC) in its
Accounting Practices and Procedures
Manual. 

(C) On all such policies other than those
written on a noncancellable plan there shall
be maintained reserves for losses in amounts

not less than loss reserves determined in
accordance with the applicable minimum
reserve standards prescribed by the NAIC in
its Accounting Practices and Procedures
Manual.  

(D) In addition to the minimum reserves
mentioned in section 376.410, RSMo, and
elsewhere in this section, companies shall
maintain reserves for extraordinary losses in
amounts not less than extraordinary loss
reserves determined in accordance with the
applicable minimum reserve standards pre-
scribed by the NAIC in its Accounting
Practices and Procedures Manual.

(E) Credit Accident and Health Insurance.
All credit accident and health insurance (both
individual and group) shall be established and
maintained on the basis of not less than the
unearned gross premium computed on the
basis of the sum of digits formula, common-
ly known as the Rule of 78.

(F) This section shall not apply to total and
permanent disability benefits, or to accidental
death benefits, contained in or supplemental
to life insurance policies or other contracts
and for which benefits the standard of valua-
tion is prescribed by section 376.380, RSMo,
or other sections of this or other rules of the
Department of Insurance.

(3) The new operative date with respect to
this rule, means the date on or before January
1, 1989 when the company files a written
notice with the director of its election to com-
ply with the provisions of section 376.380(3),
RSMo or if no election is filed, the date is
January 1, 1989.

AUTHORITY: sections 374.045, 376.380,
376.390, 376.405, 376.410 and 376.670,
RSMo 2000.* This rule was previously filed
as 4 CSR 190-11.090. This version of rule
filed Dec. 5, 1969, effective Dec. 15, 1969.
Amended: Filed Aug. 5, 1974, effective Aug.
15, 1974. Amended: Filed July 9, 1976,
effective Feb. 20, 1977. Amended: Filed Aug.
16, 1977, effective Dec. 11, 1977. Rescinded
and readopted: Filed May 11, 1984, effective
Nov. 13, 1984. Amended: Filed Dec. 14,
2000, effective July 30, 2001.

*Original authority: 374.045, RSMo 1967 amended 1993,
1995; 376.380, RSMo 1939, amended 1943, 1947, 1959,
1961, 1965, 1971, 1975, 1979, 1982, 1993; 376.390,
RSMo 1939, amended 1943; 376.405, RSMo 1959,
amended 1984; 376.410, RSMo 1945; and  376.670, RSMo
1943, amended 1959, 1961, 1965, 1975, 1979, 1982.

Survivors Ben. Ins. Co. v. Farmer, 514
SW2d 565 (Mo. 1974). Superintendent of
insurance has the duty to approve or disap-
prove life insurance contracts and forms and
no contract or form may be used in Missouri
without the approval of the superintendent.
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20 CSR 200-1.150 General Standards
Applicable to Audited Financial Reports 

PURPOSE: This rule provides interpretations
of various terms and provisions used in sec-
tions 375.1025—375.1062, RSMo which gov-
ern how the financial reports of insurers are
to be audited. 

PUBLISHER’S NOTE: The secretary of state
has determined that the publication of the
entire text of the material which is incorpo-
rated by reference as a portion of this rule
would be unduly cumbersome or expensive.
Therefore, the material which is so incorpo-
rated is on file with the agency who filed this
rule, and with the Office of the Secretary of
State. Any interested person may view this
material at either agency’s headquarters or
the same will be made available at the Office
of the Secretary of State at a cost not to
exceed actual cost of copy reproduction. The
entire text of the rule is printed here. This
note refers only to the incorporated by refer-
ence material.

(1) Definitions.
(A) As used in section 375.1037.4(3),

RSMo, the phrase “has demonstrated a pat-
tern or practice of failing to detect or disclose
material information” shall be deemed to
include, but not limited to, any accountant or
accounting firm that has failed to detect or
disclose an insolvency which is later deter-
mined to have existed on the “as of” date of
a financial report which the accountant of
firm has filed under sections 375.1025–
375.1062, RSMo. 

(B) As used in section 375.1032.3(3),
RSMo, the term “insignificant” shall mean
amounts which, when combined, will not
exceed five percent (5%) of the insurer’s total
assets. 

(C) As used in section 375.1045.1.,
RSMo, the term “material” as it relates to a
misstatement of an insurer’s financial condi-
tion shall mean any misstatement of the
insurer’s financial condition— 

1. By an amount greater than or equal to
twenty percent (≥20%) of the insurer’s capi-
tal and surplus; or

2. By any amount where the indepen-
dent certified public accountant determines
the misstatement to be material in accordance
with SAS No. 47, Audit Risk and Materiality
in Conducting an Audit (AU Section 312 of
the Professional Standards of the American
Institute of Certified Public Accountants.)

(D) As used in section 375.1032.2(6)(c),
RSMo, the term “significant” shall mean any
intercompany transaction or balance involv-
ing an amount greater than or equal to five

percent (≥5%) of the insurer’s capital and
surplus. 

(E) As provided in section 375.1037.3.,
RSMo, no partner or other person responsi-
ble for rendering a report under sections
375.1025–375.1062, RSMo, may act in that
capacity for more than seven (7) consecutive
years. For purposes of determining whether a
person is competent under this section, a
“year” shall be deemed to be that period of
time beginning on January 1 and ending on
December 31 of a given calendar year, com-
mencing January 1, 1992. 

(2) Pursuant to section 375.1047, RSMo,
each insurer shall furnish the director with a
written report prepared by the accountant
describing the insurer’s internal control struc-
ture noted by the accountant during the audit.
SAS No. 60, Communication of Internal
Control Structure Matters Noted in an Audit
(AU Section 325 of the Professional
Standards of the American Institute of
Certified Public Accountants) requires an
accountant to communicate significant defi-
ciencies (known as “reportable conditions”)
noted during a financial statement audit to the
appropriate parties within an entity. No
report under section 375.1047, RSMo, needs
to be issued if the accountant does not identi-
fy significant deficiencies. If significant defi-
ciencies are noted, the written report shall be
filed annually by the insurer with the director
within sixty (60) days after the filing of the
annual audited financial statements. The
insurer shall provide a description of remedi-
al actions taken or proposed to correct signif-
icant deficiencies, if those actions are not
described in the accountant’s report. 

(3) An insurer may make written application
to the director for approval to file audited
consolidated or combined financial state-
ments in lieu of separate annual audited
financial statements if the insurer is part of a
group of insurance companies which utilizes
a pooling or one hundred percent (100%)
reinsurance agreement that affects the solven-
cy and integrity of the insurer’s reserves and
such insurer cedes all of its direct and
assumed business to the pool. In such cases,
if approved in writing by the director, a
columnar consolidating or combining work-
sheet shall be filed with the report, as fol-
lows:

(A) Amounts shown on the consolidated or
combined Audited Financial Report shall be
shown on the worksheet;

(B) Amounts for each insurer subject to
this section shall be stated separately;

(C) Noninsurance operations may be
shown on the worksheet on a combined or
individual basis;

(D) Explanations of consolidating and
eliminating entries shall be included; and

(E) A reconciliation shall be included of
any differences between the amounts shown
in the individual insurer columns of the work-
sheet and comparable amounts shown on the
Annual Statements of the insurers.

AUTHORITY: sections 374.045, 375.1032,
375.1037, 375.1045, 375.013 and 375.1060
RSMo 1994.* Original rule filed Aug. 11,
1992, effective May 6, 1993. Amended: Filed
July 3, 1995, effective Feb. 25, 1996.

*Original authority: 374.045, RSMo 1967, amended
1993; 375.1032, RSMo 1991, amended 1992; and
375.1037 and 375.1045, RSMo 1991.

20 CSR 200-1.160 Valuation of Life
Insurance Policies

PURPOSE: The purpose of this regulation is
to provide: 1) tables of select mortality factors
and rules for their use; 2) rules concerning a
minimum standard for the valuation of plans
with nonlevel premiums or benefits; and 3)
rules concerning a minimum standard for the
valuation of plans with secondary guaran-
tees. The method for calculating basic
reserves defined in this regulation will consti-
tute the Commissioners’ Reserve Valuation
Method for policies to which this regulation
is applicable.

(1) Applicability. This rule shall apply to all
life insurance policies, with or without non-
forfeiture values, issued on or after the effec-
tive date of this rule, subject to the following
exceptions and conditions:

(A) Exceptions. 
1. This rule shall not apply to any indi-

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

2. This rule shall not apply to any uni-
versal life policy that meets all the following
requirements:

A. Secondary guarantee period, if
any, is five (5) years or less;
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B. Specified premium for the sec-
ondary guarantee period is not less than the
net level reserve premium for the secondary
guarantee period based on the CSO valuation
tables as defined in subsection (2)(F) and the
applicable valuation interest rate; and

C. The initial surrender charge is not
less than one hundred percent (100%) of the
first year annualized specified premium for
the secondary guarantee period.

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

4. This rule shall not apply to any vari-
able universal life insurance policy that pro-
vides for life insurance, the amount or dura-
tion of which varies according to the invest-
ment experience of any separate account or
accounts.

5. This rule shall not apply to a group
life insurance certificate unless the certificate
provides for a stated or implied schedule of
maximum gross premiums required in order
to continue coverage in force for a period in
excess of one (1) year.

(B) Conditions.
1. Calculation of the minimum valuation

standard for policies with guaranteed nonlev-
el gross premiums or guaranteed nonlevel
benefits (other than universal life policies),
or both, shall be in accordance with the pro-
visions of section (4).

2. Calculation of the minimum valuation
standard for flexible premium and fixed pre-
mium universal life insurance policies that
contain provisions resulting in the ability of a
policyholder to keep a policy in force over a
secondary guarantee period shall be in accor-
dance with the provisions of section (5).

(2) Definitions. For purposes of this rule:
(A) “Basic reserves” means reserves cal-

culated pursuant to section 376.380.1(2)(b),
RSMo.

(B) “Contract segmentation method”
means the method of dividing the period from
issue to mandatory expiration of a policy into
successive segments, with the length of each
segment being defined as the period from the
end of the prior segment (from policy incep-
tion, for the first segment) to the end of the
latest policy year as determined below. All
calculations are made using the 1980 CSO
valuation tables, as defined in subsection (F)
of this section (or any other valuation mortal-
ity table adopted by the National Association
of Insurance Commissioners (NAIC), after
the effective date of this rule and promulgat-
ed by rule by the director for this purpose)

and, if elected, the optional minimum mor-
tality standard for deficiency reserves stipu-
lated in subsection (3)(B) of this rule. The
length of a particular contract segment shall
be equal to the minimum of the value t for
which Gt is greater than Rt (if Gt never

exceeds Rt the segment length is deemed to

be the number of years from the beginning of
the segment to the mandatory expiration date
of the policy), where Gt and Rt are defined as

follows:

GPx+k+t
Gt =  

GPx+k+t–1
where:
x = original issue age;
k = the number of years from

the date of issue to the
beginning of the segment;

t = 1, 2, ...; t is reset to 1 at the 
beginning of each segment;

GPx+k+t–1 = Guaranteed gross pre-

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

qx+k+t
Rt =

qx+k+t–1

However, Rt may be in-

creased or decreased by one
percent  in any policy year,
at the company’s option,
but Rt shall not be less than

one;

where:
x, k and t are as defined above, and 
qx+k+t–1 = valuation mortality rate for

deficiency reserves in
policy year k+t but using
the mortality of paragraph 
(3)(B)2. if paragraph 
(3)(B)3. is elected for
deficiency reserves.

However, if GPx+k+t is greater than 0 and
GPx+k+t–1 is equal to 0, Gt shall be
deemed to be 1000. If GPx+k+t and
GPx+k+t–1 are both equal to 0, Gt shall be
deemed to be 0.

(C) “Deficiency reserves” means the
excess, if greater than zero, of—

1. Minimum reserves calculated pur-
suant to section 376.380.1(2)(h), RSMo,
over

2. Basic reserves.
(D) “Guaranteed gross premiums” means

the premiums under a policy of life that are
insurance guaranteed and determined at
issue.

(E) “Maximum valuation interest rates”
means the interest rates defined in section
376.380.2, RSMo, that are to be used in
determining the minimum standard for the
valuation of life insurance policies.

(F) “1980 CSO valuation tables” means
the Commissioners’ 1980 Standard Ordinary
Mortality Table (1980 CSO Table) without
ten-year selection factors, incorporated into
section 376.380, RSMo, and 20 CSR 400-
1.110, 20 CSR 400-1.120, and 20 CSR 400-
1.130.

(G) “Scheduled gross premium” means the
smallest illustrated gross premium at issue
for other than universal life insurance poli-
cies. For universal life insurance policies,
scheduled gross premium means the smallest
specified premium described in paragraph
(5)(A)3., if any, or else the minimum premi-
um described in paragraph (5)(A)4.;

(H) Segmented Reserves.
1.”Segmented reserves” means

reserves, calculated using segments produced
by the contract segmentation method, equal
to the present value of all future guaranteed
benefits less the present value of all future net
premiums to the mandatory expiration of a
policy, where the net premiums within each
segment are a uniform percentage of the
respective guaranteed gross premiums within
the segment. The uniform percentage for
each segment is such that, at the beginning of
the segment, the present value of the net pre-
miums within the segment equals:

A. The present value of the death ben-
efits within the segment, plus

B. The present value of any unusual
guaranteed cash value (see subsection (4)(D))
occurring at the end of the segment, less

C. Any unusual guaranteed cash value
occurring at the start of the segment, plus

D. For the first segment only, the
excess of part (I) over part (II) as follows:

(I) A net level annual premium
equal to the present value, at the date of
issue, of the benefits provided for in the first
segment after the first policy year, divided by
the present value, at the date of issue, of an
annuity of one (1) per year payable on the
first and each subsequent anniversary within
the first segment on which a premium falls
due. However, the net level annual premium
shall not exceed the net level annual premium
on the nineteen (19)-year premium whole life
plan of insurance of the same renewal year

24 CODE OF STATE REGULATIONS (7/31/11)      ROBIN CARNAHAN

Secretary of State

20 CSR 200-1—DEPARTMENT OF INSURANCE,
FINANCIAL INSTITUTIONS AND
PROFESSIONAL REGISTRATION Division 200—Insurance Solvency and Company Regulation



equivalent level amount at an age one (1)-year
higher than the age at issue of the policy.

(II) A net one (1)-year term premi-
um for the benefits provided for in the first
policy year.

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

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

4. For both basic reserves and deficien-
cy reserves computed by the segmented
method, present values shall include future
benefits and net premiums in the current seg-
ment and in all subsequent segments.

(I) “Tabular cost of insurance,” means the
net single premium at the beginning of a pol-
icy year for one (1)-year term insurance in
the amount of the guaranteed death benefit in
that policy year.

(J) “Ten-year select factors,” means the
select factors adopted with section 376.380,
RSMo and 20 CSR 400-1.110, 20 CSR
400–1.120, and 20 CSR 400–1.130.

(K) Unitary Reserves.
1. “Unitary reserves” means the present

value of all future guaranteed benefits less the
present value of all future modified net pre-
miums, where:

A. Guaranteed benefits and modified
net premiums are considered to the mandato-
ry expiration of the policy; and

B. Modified net premiums are a uni-
form percentage of the respective guaranteed
gross premiums, where the uniform percent-
age is such that, at issue, the present value of
the net premiums equals the present value of
all death benefits and pure endowments, plus
the excess of part (I) over part (II), as follows:

(I) A net level annual premium
equal to the present value, at the date of
issue, of the benefits provided for after the
first policy year, divided by the present value,
at the date of issue, of an annuity of one (1)
per year payable on the first and each subse-
quent anniversary of the policy on which a
premium falls due. However, the net level
annual premium shall not exceed the net level
annual premium on the nineteen (19)-year
premium whole life plan of insurance of the
same renewal year equivalent level amount at
an age one (1) year higher than the age at
issue of the policy.

(II) A net one (1)-year term premi-
um for the benefits provided for in the first
policy year.

2. The interest rates used in the present
value calculations for any policy may not
exceed the maximum valuation interest rate,

determined with a guarantee duration equal
to the length from issue to the mandatory
expiration of the policy.

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

(3) General Calculation Requirements for
Basic Reserves and Premium Deficiency
Reserves.

(A) At the election of the company for any
one (1) or more specified plans of life insur-
ance, the minimum mortality standard for
basic reserves may be calculated using the
1980 CSO valuation tables with select mor-
tality factors (or any other valuation mortali-
ty table adopted by the NAIC after the effec-
tive date of this rule and promulgated by rule
by the director for this purpose). If select
mortality factors are elected, they may be:

1. The ten (10)-year select mortality fac-
tors incorporated into section 376.380,
RSMo, and 20 CSR 400-1.100, 20 CSR 400-
1.120, and 20 CSR 400-1.130;

2. The select mortality factors in the
Appendix, included herein; or

3. Any other table of select mortality
factors adopted by the NAIC after the effec-
tive date of this rule and promulgated by rule
by the director for the purpose of calculating
basic reserves.

(B) Deficiency reserves, if any, are calcu-
lated for each policy as the excess, if greater
than zero, of the quantity A over the basic
reserve. The quantity A is obtained by recal-
culating the basic reserve for the policy using
guaranteed gross premiums instead of net
premiums when the guaranteed gross premi-
ums are less than the corresponding net pre-
miums. At the election of the company for
any one (1) or more specified plans of insur-
ance, the quantity A and the corresponding
net premiums used in the determination of
quantity A may be based upon the 1980 CSO
valuation tables with select mortality factors
(or any other valuation mortality table adopt-
ed by the NAIC after the effective date of this
rule and promulgated by rule by the director).
If select mortality factors are elected, they
may be—

1. The ten (10)-year select mortality fac-
tors incorporated into section 376.380,
RSMo, and 20 CSR 400-1.110, 20 CSR 400-
1.120, and 20 CSR 400-1.130;

2. The select mortality factors in the
Appendix, included herein;

3. For durations in the first segment, X

percent of the select mortality factors in the
Appendix, subject to the following:

A. X may vary by policy year, policy
form, underwriting classification, issue age,
or any other policy factor expected to affect
mortality experience;

B. X is such that, when using the val-
uation interest rate used for basic reserves,
part (I) is greater than or equal to part (II):

(I) The actuarial present value of
future death benefits, calculated using the
mortality rates resulting from the application
of X;

(II) The actuarial present value of
future death benefits calculated using antici-
pated mortality experience without recogni-
tion of mortality improvement beyond the val-
uation date;

C. X is such that the mortality rates
resulting from the application of X are at
least as great as the anticipated mortality
experience, without recognition of mortality
improvement beyond the valuation date, in
each of the first five (5) years after the valu-
ation date;

D. The appointed actuary shall
increase X at any valuation date where it is
necessary to continue to meet all the require-
ments of paragraph (3)(B)3.;

E. The appointed actuary may
decrease X at any valuation date as long as X
continues to meet all the requirements of
paragraph (3)(B)3.;

F. The appointed actuary shall specif-
ically take into account the adverse effect on
expected mortality and lapsation of any antic-
ipated or actual increase in gross premiums;
and

G. If X is less than one hundred per-
cent (100%) at any duration for any policy,
the following requirements shall be met:

(I) The appointed actuary shall
annually prepare an actuarial opinion and
memorandum for the company in confor-
mance with the requirements of section 20
CSR 200-1.116(6);

(II) The appointed actuary shall
annually opine for all policies subject to this
rule as to whether the mortality rates result-
ing from the application of X meet the
requirements of paragraph (3)(B)3. This
opinion shall be supported by an actuarial
report, subject to appropriate Actuarial
Standards of Practice promulgated by the
Actuarial Standards Board of the American
Academy of Actuaries. The X factors shall
reflect anticipated future mortality, without
recognition of mortality improvement beyond
the valuation date, taking into account rele-
vant emerging experience; 

(III) The appointed actuary shall
disclose, in the regulatory asset adequacy
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issues summary, the impact of the insuffi-
ciency of assets to support the payment of
benefits and expenses and the establishment
of statutory reserves during one (1) or more
interim periods; and

(IV) The company shall file any
opinion(s) required by parts (I), (II), or (III)
of this subparagraph with the director of the
Department of Insurance, Financial
Institutions and Professional Registration as
an attachment or attachments to and at the
same time as the company’s annual statement
to which such opinion(s) relate; and

4. Any other table of select mortality
factors adopted by the NAIC after the effec-
tive date of this rule and promulgated by rule
by the director for the purpose of calculating
deficiency reserves.

(C) This subsection applies to both basic
reserves and deficiency reserves. Any set of
select mortality factors may be used only for
the first segment. However, if the first seg-
ment is less than ten (10) years, the appropri-
ate ten-year select mortality factors incorpo-
rated into section 376.380, RSMo, and 20
CSR 400-1.110, 20 CSR 400-1.120, and 20
CSR 400-1.130 may be used thereafter
through the tenth policy year from the date of
issue.

(D) In determining basic reserves or defi-
ciency reserves, guaranteed gross premiums
without policy fees may be used where the
calculation involves the guaranteed gross pre-
mium, but only if the policy fee is a level dol-
lar amount after the first policy year. In deter-
mining deficiency reserves, policy fees may
be included in guaranteed gross premiums,
even if not included in the actual calculation
of basic reserves.

(E) Reserves for policies that have changes
to guaranteed gross premiums, guaranteed
benefits, guaranteed charges, or guaranteed
credits that are unilaterally made by the
insurer after issue and that are effective for
more than one (1) year after the date of the
change shall be the greatest of the following:

1. Reserves calculated ignoring the
guarantee;

2. Reserves assuming the guarantee was
made at issue; and

3. Reserves assuming that the policy was
issued on the date of the guarantee.

(F) The director may require that the com-
pany document the extent of the adequacy of
reserves for specified blocks, including, but
not limited to policies issued prior to the
effective date of this rule. This documenta-
tion may include a demonstration of the
extent to which aggregation with other non-
specified blocks of business is relied upon in
the formation of the appointed actuary opin-
ion pursuant to and consistent with the

requirements of section 20 CSR 200-
1.116(6).

(4) Calculation of Minimum Valuation
Standard for Policies with Guaranteed
Nonlevel Gross Premiums or Guaranteed
Nonlevel Benefits (Other than Universal Life
Policies).

(A) Basic Reserves. Basic reserves shall be
calculated as the greater of the segmented
reserves and the unitary reserves. Both the
segmented reserves and the unitary reserves
for any policy shall use the same valuation
mortality table and selection factors. At the
option of the insurer, in calculating segment-
ed reserves and net premiums, either of the
adjustments described in paragraph 1. or 2.
of this subsection may be made:

1. Treat the unitary reserve, if greater
than zero, applicable at the end of each seg-
ment as a pure endowment and subtract the
unitary reserve, if greater than zero, applica-
ble at the beginning of each segment from the
present value of guaranteed life insurance and
endowment benefits for each segment;

2. Treat the guaranteed cash surrender
value, if greater than zero, applicable at the
end of each segment as a pure endowment;
and subtract the guaranteed cash surrender
value, if greater than zero, applicable at the
beginning of each segment from the present
value of guaranteed life insurance and endow-
ment benefits for each segment.

(B) Deficiency Reserves.
1. The deficiency reserve at any duration

shall be calculated:
A. On a unitary basis if the corre-

sponding basic reserve determined by subsec-
tion (A) of this section is unitary;

B. On a segmented basis if the corre-
sponding basic reserve determined by subsec-
tion (A) of this section is segmented; or

C. On the segmented basis if the cor-
responding basic reserve determined by sub-
section (A) of this section is equal to both the
segmented reserve and the unitary reserve. 

2. This subsection shall apply to any
policy for which the guaranteed gross premi-
um at any duration is less than the corre-
sponding modified net premium calculated by
the method used in determining the basic
reserves, but using the minimum valuation
standards of mortality (specified in subsec-
tion (3)(B)) and rate of interest.

3. Deficiency reserves, if any, shall be
calculated for each policy as the excess if
greater than zero, for the current and all
remaining periods, of the quantity A over the
basic reserve, where A is obtained as indicat-
ed in subsection (3)(B).

4. For deficiency reserves determined
on a segmented basis, the quantity A is deter-

mined using segment lengths equal to those
determined for segmented basic reserves.

(C) Minimum Value.  Basic reserves may
not be less than the tabular cost of insurance
for the balance of the policy year, if mean
reserves are used. Basic reserves may not be
less than the tabular cost of insurance for the
balance of the current modal period or to the
paid to date, if later, but not beyond the next
policy anniversary, if mid-terminal reserves
are used. The tabular cost of insurance shall
use the same valuation mortality table and
interest rates as that used for the calculation
of the segmented reserves. However, if select
mortality factors are used, they shall be the
ten (10)-year select factors incorporated into
section 376.380, RSMo, and 20 CSR 400-
1.110, 20 CSR 400-1.120, and 20 CSR 400-
1.130. In no case may total reserves (includ-
ing basic reserves, deficiency reserves, and
any reserves held for supplemental benefits
that would expire upon contract termination)
be less than the amount that the policy owner
would receive (including the cash surrender
value of the supplemental benefits, if any,
referred to above), exclusive of any deduction
for policy loans, upon termination of the pol-
icy.

(D) Unusual Pattern of Guaranteed Cash
Surrender Values.

1. For any policy with an unusual pat-
tern of guaranteed cash surrender values, the
reserves actually held prior to the first unusu-
al guaranteed cash surrender value shall not
be less than the reserves calculated by treat-
ing the first unusual guaranteed cash surren-
der value as a pure endowment and treating
the policy as an n year policy providing term
insurance plus a pure endowment equal to the
unusual cash surrender value, where n is the
number of years from the date of issue to the
date the unusual cash surrender value is
scheduled.

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

A. n is the number of years from the
date of the last unusual guaranteed cash sur-
render value prior to the valuation date to the
earlier of:

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

(II) The mandatory expiration date
of the policy; and
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B. The net premium for a given year
during the n year period is equal to the prod-
uct of the net to gross ratio and the respective
gross premium; and

C. The net to gross ratio is equal to
part (I) divided by part (II) as follows: 

(I) The present value, at the begin-
ning of the n year period, of death benefits
payable during the n year period plus the pre-
sent value, at the beginning of the n year peri-
od, of the next unusual guaranteed cash sur-
render value, if any, minus the amount of the
last unusual guaranteed cash surrender value,
if any, scheduled at the beginning of the n
year period.

(II) The present value, at the begin-
ning of the n year period, of the scheduled
gross premiums payable during the n year
period.

3. For purposes of this subsection, a
policy is considered to have an unusual pat-
tern of guaranteed cash surrender values if
any future guaranteed cash surrender value
exceeds the prior year’s guaranteed cash sur-
render value by more than the sum of:

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

B. One hundred ten percent (110%) of
one (1)-year’s accrued interest on the sum of
the prior year’s guaranteed cash surrender
value and the scheduled gross premium using
the nonforfeiture interest rate used for calcu-
lating policy guaranteed cash surrender val-
ues; and

C. Five percent (5%) of the first pol-
icy year surrender charge, if any.

(E) Optional Exemption for Yearly
Renewable Term Reinsurance (YRT). At the
option of the company, the following ap-
proach for reserves on YRT reinsurance may
be used:

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

2. Basic reserves shall never be less than
the tabular cost of insurance for the appropri-
ate period, as defined in subsection (4)(C); 

3. Deficiency reserves.
A. For each policy year, calculate the

excess, if greater than zero, of the valuation
net premium over the respective maximum
guaranteed gross premium. 

B. Deficiency reserves shall never be
less than the sum of the present values, at the
date of valuation, of the excesses determined
in accordance with subparagraph A. of this
paragraph.

4. For purposes of this subsection, the
calculations use the maximum valuation
interest rate and the 1980 CSO mortality
tables with or without ten (10)-year select
mortality factors, or any other table adopted

by the NAIC after the effective date of this
rule and promulgated by rule of the director
for this purpose.

5. A reinsurance agreement shall be
considered YRT reinsurance for purposes of
this subsection if only the mortality risk is
reinsured.

6. If the assuming company chooses this
optional exemption, the ceding company’s
reinsurance reserve credit shall be limited to
the amount of reserve held by the assuming
company for the affected policies.

(F) Optional Exemption for Attained-Age-
Based Yearly Renewable Term Life Insurance
Policies. At the option of the company, the
following approach for reserves for attained-
age-based YRT life insurance policies may be
used:

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

2. Basic reserves shall never be less than
the tabular cost of insurance for the appropri-
ate period, as defined in subsection (4)(C);

3. Deficiency reserves.
A. For each policy year, calculate the

excess, if greater than zero, of the valuation
net premium over the respective maximum
guaranteed gross premium. 

B. Deficiency reserves shall never be
less than the sum of the present values, at the
date of valuation, of the excesses determined
in accordance with subparagraph A. of this
paragraph.

4. For purposes of this subsection, the
calculations use the maximum valuation
interest rate and the 1980 CSO valuation
tables with or without ten (10)-year select
mortality factors, or any other table adopted
by the NAIC after the effective date of this
rule and promulgated by rule by the director
for this purpose.

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

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

B. The premium rates (on both the
initial current premium scale and the guaran-
teed maximum premium scale) are the same
as the premium rates for policies covering all
insured persons of the same sex, risk class,
plan of insurance and attained age.

6. For policies that become attained-age-
based YRT policies after an initial period of
coverage, the approach of this subsection may
be used after the initial period if:

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

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

C. After the initial period of cover-
age, the policy meets the conditions of para-
graph 5. of this subsection.

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

(G) Exemption for Unitary Reserves for
Certain n-Year Renewable Term Life Insur-
ance Policies. Unitary basic reserves and uni-
tary deficiency reserves need not be calculat-
ed for a policy if the following conditions are
met:

1. The policy consists of a series of n-
year periods, including the first period and all
renewal periods, where n is the same for each
period, except that for the final renewal peri-
od, n may be truncated or extended to reach
the expiry age, provided that this final renew-
al period is less than ten (10) years and less
than twice the size of the earlier n-year peri-
ods, and for each period, the premium rates
on both the initial current premium scale and
the guaranteed maximum premium scale are
level;

2. The guaranteed gross premiums in all
n-year periods are not less than the corre-
sponding net premiums based upon the 1980
CSO Table with or without the ten (10)-year
select mortality factors; and

3. There are no cash surrender values in
any policy year.

(H) Exemption from Unitary Reserves for
Certain Juvenile Policies. Unitary basic
reserves and unitary deficiency reserves need
not be calculated for a policy if the following
conditions are met, based upon the initial
current premium scale at issue:

1. At issue, the insured is age twenty-
four (24) or younger;

2. Until the insured reaches the end of
the juvenile period, which shall occur at or
before age twenty-five (25), the gross premi-
ums and death benefits are level, and there
are no cash surrender values; and

3. After the end of the juvenile period,
gross premiums are level for the remainder of
the premium paying period, and death bene-
fits are level for the remainder of the life of
the policy.

(5) Calculation of Minimum Valuation
Standard for Flexible Premium and Fixed
Premium Universal Life Insurance Policies
That Contain Provisions Resulting in the
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Ability of a Policyowner to Keep a Policy in
Force Over a Secondary Guarantee Period.

(A) General. 
1. Policies with a secondary guarantee

include:
A. A policy with a guarantee that the

policy will remain in force at the original
schedule of benefits, subject only to the pay-
ment of specified premiums;

B. A policy in which the minimum
premium at any duration is less than the cor-
responding one (1)-year valuation premium,
calculated using the maximum valuation
interest rate and the 1980 CSO valuation
tables with or without ten (10)-year select
mortality factors, or any other table adopted
after the effective date of this rule by the
NAIC and promulgated by regulation by the
director for this purpose; or

C. A policy with any combination of
subparagraphs A. and B. of this paragraph.

2. A secondary guarantee period is the
period for which the policy is guaranteed to
remain in force subject only to a secondary
guarantee. When a policy contains more than
one secondary guarantee, the minimum
reserve shall be the greatest of the respective
minimum reserves at that valuation date of
each unexpired secondary guarantee, ignor-
ing all other secondary guarantees.
Secondary guarantees that are unilaterally
changed by the insurer after issue shall be
considered to have been made at issue.
Reserves described in subsections (B) and (C)
below shall be recalculated from issue to
reflect these changes.

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

4. For purposes of this section, the min-
imum premium for any policy year is the pre-
mium that, when paid into a policy with a
zero account value at the beginning of the
policy year, produces a zero account value at
the end of the policy year. The minimum pre-
mium calculation shall use the policy cost
factors (including mortality charges, loads
and expense charges) and the interest credit-
ing rate which are all guaranteed at issue.

5. The one (1)-year valuation premium
means the net one (1) year premium based
upon the original schedule of benefits for a
given policy year. The one (1)-year valuation
premiums for all policy years are calculated
at issue. The select mortality factors defined

in paragraphs (3)(B)2., 3., and 4. may not be
used to calculate the one (1)-year valuation
premiums.

6. The one (1)-year valuation premium
should reflect the frequency of fund process-
ing, as well as the distribution of deaths
assumption employed in the calculation of the
monthly mortality charges to the fund.

(B) Basic Reserves for the Secondary
Guarantees. Basic reserves for the secondary
guarantees shall be the segmented reserves
for the secondary guarantee period.  In cal-
culating the segments and the segmented
reserves, the gross premiums shall be set
equal to the specified premiums, if any, or
otherwise to the minimum premiums, that
keep the policy in force and the segments will
be determined according to the contract seg-
mentation method as defined in subsection
(2)(B).

(C) Deficiency Reserves for the Secondary
Guarantees. Deficiency reserves, if any, for
the secondary guarantees shall be calculated
for the secondary guarantee period in the
same manner as described in subsection
(4)(B) with gross premiums set equal to the
specified premiums, if any, or otherwise to
the minimum premiums that keep the policy
in force.

(D) Minimum Reserves. The minimum
reserves during the secondary guarantee peri-
od are the greater of:

1. The basic reserves for the secondary
guarantee plus the deficiency reserve, if any,
for the secondary guarantees; or

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

(6) This rule includes herein the Appendix
containing tables of select mortality factors.  

(7) Effective Date. This rule shall become
effective thirty (30) days after publication in
the Code of State Regulations or on January
1, 2001, whichever later occurs.
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Appendix to Rule 20 CSR 200-1.160 Valuation of Life Insurance Policies

SELECT MORTALITY FACTORS

This appendix contains tables of select mortality factors that are the bases to which the respective percentage of paragraphs (3)(A)2., (3)(B)2.,
and (3)(B)3. are applied.

The six tables of select mortality factors contained herein include: (1) male aggregate, (2) male nonsmoker, (3) male smoker, (4) female aggre-
gate, (5) female nonsmoker, and (6) female smoker.

These tables apply to both age last birthday and age nearest birthday mortality tables.

For sex-blended mortality tables, compute select mortality factors in the same proportion as the underlying mortality. For example, for the
1980 CSO-B Table, the calculated select mortality factors are eighty percent (80%) of the appropriate male table in this Appendix, plus twen-
ty percent (20%) of the appropriate female table in this Appendix.
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