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Section 1.
Purpose
A.
The purpose of this VM-2 is to assign the appropriate mortality table and interest rate for use in determining the minimum nonforfeiture standard for life insurance policies issued on and after the operative date of this valuation manual as authorized by applicable state requirements.
Section 2.
Applicability
A.
Any state requirements shall supersede requirements of this VM-02 if conflicted.
B.
Requirements in this VM-02 apply to life insurance policies issued on and after the operative date of this valuation manual.

Section 3.
Definitions
A.
Industrial Life Insurance is that form of life insurance written under policies under which premiums are payable monthly or more often, bearing the words “industrial policy” or “weekly premium policy” or words of similar import imprinted upon the policies as part of the descriptive matter, and issued by an insurer which, as to such industrial life insurance, is operating under a system of collecting a debit by its agent.
B.
Pre-Need – Any life insurance policy or certificate that is issued in combination with, in support of, with an assignment to, or as a guarantee for a prearrangement agreement for goods and services to be provided at the time of and immediately following the death of the insured. Goods and services may include, but are not limited to embalming, cremation, body preparation, viewing or visitation, coffin or urn, memorial stone, and transportation of the deceased. The status of the policy or contract as preneed insurance is determined at the time of issue in accordance with the policy form filing. {Note: Preceding definition taken from Model 817} The definition of preneed shall be subject to that definition of pre-need in a particular state of issue if such definition is different in that state. Note: To be completed

C.
Ordinary Life {to be completed}
Section 4.
Interest
A.
The nonforfeiture interest rate for any life insurance policy issued in a particular calendar year beginning on and after the operative date of the valuation manual shall be equal to one hundred and twenty-five percent (125%) of the calendar year statutory valuation interest rate defined for the Net Premium Reserve in the Valuation Manual for a life insurance policy with nonforfeiture values, whether or not such sections apply to such policy for valuation purposes, rounded to the nearer one quarter of one percent (1/4 of 1%).
Section 5.
Mortality
Drafting Note: As any new tables are adopted in the future, language or paragraphs will need to be added here to define what business is to use which tables. This will need to be coordinated with the valuation requirements contained in other sections of the Valuation Manual.
A.
Ordinary Life Insurance Policies
1.
For ordinary life insurance policies issued on or after the operative date of this valuation manual, except as provided in paragraphs B below, the minimum nonforfeiture standard shall be determined using the 2001 Commissioners Standard Ordinary Mortality Table as defined in Appendix M of this manual. The 2001 Commissioners Standard Ordinary Preferred Class Structure Tables shall not be used to determine the minimum nonforfeiture standard.

B.
Pre-Need Life Insurance Policies
1.
Pre-Need life insurance policies issued on or after the operative date of this valuation manual shall have the minimum nonforfeiture standard computed based on the 1980 Commissioners Standard Ordinary Mortality Tables as defined in Appendix M.
C.
Same Minimum Nonforfeiture Standard for Men and Women

1.
For any ordinary life insurance policy that utilizes the same premium rates and charges for male and female lives or is issued in circumstances where applicable law does not permit distinctions on the basis of gender, the minimum nonforfeiture standard shall use the gender blended mortality derived from the mortality table assigned in this VM-02 for use in determining the minimum nonforfeiture standard. Weights used to determine the gender blended table shall follow those provided in the NAIC model regulation #811, NAIC Procedure for Permitting Same Minimum Nonforfeiture Standards for Men and Women Insured Under 1980 CSO and CET Tables. The company may choose from among the blended tables, as appropriate, developed by the American Academy of Actuaries CSO Task Force and adopted by the NAIC in December 2002. {preceding sentence taken from model 814, section 7, B} These tables are defined in Appendix M under Gender Blended Tables.
D.
Industrial Life Insurance
1.
The minimum nonforfeiture standard values for Industrial Life Insurance policies shall be determined using the 1961 Industrial Standard Mortality Tables as defined in Appendix M.
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