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Section 1. Author ity 
 
This rule is issued pursuant  to the author i ty vested in the commissioner  of the State of [inser t  state] 
under  [inser t  ci tat ion for  author i ty]. 
 
Section 2. Purpose 
 

A. The purpose of this regulat ion is to prescr ibe: 
 

(1) The terms and condit ions under  which l i fe insurance companies may issue 
group annuity contracts and other  agreements that  in whole or  in par t  
establ ish the insurer 's obl igat ion by reference to a segregated por t fol io of 
assets that  is not  owned by the insurer ; 

 
(2) The essent ial operat ional features of the segregated por t fol io of assets; and 

 
(3) The reserve requirements for  these group annuity contracts and agreements. 

 
B. This regulat ion is intended to aid in the t imely approval of such products by the 

commissioner , and recognizes that  t imely approval is essent ial given the compet i t ive 
nature of the market  for  these products. 

 
Section 3. Scope and Application 
 
This regulat ion appl ies to that  por t ion of a group annuity contract  or  other  agreement  descr ibed in 
Sect ion 4W and issued by a l i fe insurer  that  funct ions as an account ing record for  an accumulat ion 
fund and has benefi t  guarantees relat ing to a pr incipal amount  and levels of interest  at  a fixed rate of 
return specified in advance. The fixed rates of return wil l  be constant  over  the appl icable rate 
per iods, and may reflect  pr ior  and cur rent  market  condit ions with respect  to the segregated por t fol io 
but  may not  reference future changes in market  condit ions. I t  appl ies to al l  contracts issued after  the 
effect ive date of this regulat ion. Contracts that  have been negot iated pr ior  to the effect ive date need 
not  be refi led with the commissioner . 
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Drafting Note: This explanat ion of the fixed rate of return is intended to clar i fy the fact  that  the regulat ion excludes 
products such as those that  guarantee the future per formance of a stated index. I t  is recognized that  versions of synthet ics 
other  than those descr ibed in the scope sect ion may evolve over  t ime; the intent  of the regulat ion is not  to preclude the 
issuance of such products, but  rather  to descr ibe how a specific set  of synthet ics (those descr ibed in the scope) should be 
regulated. 
 
Drafting Note: I t  is expected that  individual regulators, where appl icable, wi l l  retain the r ight  to withdraw approval of 
previously fi led contract  forms for  new issuance i f they do not  conform to the regulat ion. Therefore, no language expl ici t ly 
withdrawing approval of previously fi led forms was included. 
 
Section 4. Definitions 
 
As used in this regulat ion, the fol lowing terms shal l  have these meanings: 
 

A. ‘‘Account  assets’’ means the assets in the segregated por t fol io plus any assets held in 
the general account  or  a separate account  to meet  the asset  maintenance 
requirements. 

 
B. ‘‘Actuar ial opinion and memorandum’’ means the opinion and memorandum of the 

valuat ion actuary required to be submit ted to the commissioner  pursuant  to Sect ion 
10B of this regulat ion. 

 
C. ‘‘Affi rmat ively approved’’ means approval of an insurer ’s plan of operat ion for  a class 

of contracts containing the form of contract  under  review, after  the plan of operat ion 
associated with the class of contracts has been reviewed by the insurer ’s domici l iary 
insurance depar tment , and the plan of operat ion has been found to be in compliance 
with the NAIC Synthet ic Guaranteed Investment  Contracts Model Regulat ion by the 
domici l iary insurance depar tment . Affirmat ively approved does not  mean approval as 
a result  of the deemer provision. 

 
D. ‘‘Appointed actuary’’ means the qual i fied actuary appointed or  retained either  direct ly 

by or  by the author i ty of the board of directors through an execut ive officer  of the 
company to prepare the annual statement  of actuar ial opinion for  the company as a 
whole pursuant  to Sect ion [inser t  reference to standard valuat ion law]. 

 
E. ‘‘Asset  maintenance requirement ’’ means the requirement  to maintain assets to fund 

contract  benefi ts in accordance with Sect ion 10 of this regulat ion. 
 

F. ‘‘Class of contracts’’ means the set  of al l  contracts to which a given plan of operat ion 
per tains. 

 
G. ‘‘Contract  value record’’ means an account ing record, provided by the contract  in 

relat ion to a segregated por t fol io of assets, that  is credited with a fixed rate of return 
over  regular  per iods, and that  is used to measure the extent  of the insurer ’s obl igat ion 
to the contractholder . The fixed rate of return credited to the contract  value record is 
determined by means of a credit ing rate formula or  declared at  the incept ion of the 
contract  and val id for  the ent ire term of the contract . 

 
H . ‘‘Credit ing rate formula’’ means a mathemat ical formula used to calculate the fixed 

rate of return credited to the contract  value record dur ing any rate per iod and based 
in par t  upon the difference between the contract  value record and the market  value 
record amor t ized over  an appropr iate per iod. The fixed rate of return calculated by 
means of this formula may reflect  pr ior  and cur rent  market  condit ions with respect  to 
the segregated por t fol io, but  may not  reference future changes in market  condit ions. 
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I . ‘‘Date of fi l ing,’’ with respect  to a fi l ing for  approval of a contract  form under  this 

regulat ion, means the date as defined by the appl icable statutes or  regulat ions of the 
state of issue with regard to contract  fi l ings. 

 
Drafting Note: Individual states may wish to inser t  a specific reference to the appl icable statute or  regulat ion. 
 

J. ‘‘Durat ion’’ means, with respect  to the segregated por t fol io assets or  guaranteed 
contract  l iabi l i t ies, a measure of pr ice sensit ivi ty to changes in interest  rates, such as 
the Macaulay durat ion or  opt ion-adjusted durat ion. 

 
K . ‘‘Fair  market  value’’ means a reasonable est imate of the amount  that  a knowledgeable 

buyer  of an asset  would be wil l ing to pay, and a knowledgeable sel ler  of an asset  
would be wil l ing to accept , for  the asset  without  duress in an arm's length 
t ransact ion. I n the case of a publ icly t raded secur i ty, the fair  market  value is the 
pr ice at  which the secur i ty is t raded or , i f no pr ice is avai lable, a pr ice that  
appropr iately reflects the latest  bid and asked pr ices for  the secur i ty. I n the case of a 
debt  inst rument  that  is not  publ icly t raded, the fair  market  value is the discounted 
present  value of the asset  calculated at  a reasonable discount  rate. For  al l  other  non-
publ icly t raded assets, fair  market  value wil l  be determined in accordance with 
valuat ion pract ices customar i ly used within the financial industry. 

 
L . ‘‘Guaranteed minimum benefi ts’’ means contract  benefi ts on a specified date that  may 

be either : 
 

(1) A pr incipal guarantee, with or  without  a fixed minimum interest  rate 
guarantee, related to the segregated por t fol io; 

 
(2) An assurance as to the future investment  return or  per formance of the 

segregated por t fol io; or  
 

(3) The fair  market  value of the segregated por t fol io, to the extent  that  the fair  
market  value of the assets determines the contractholder ’s benefi ts. 

 
M. (1) ‘‘Hedging inst rument ’’ means: 

 
(a) An interest  rate futures agreement  or  foreign cur rency futures 

agreement , an opt ion to purchase or  sel l  an interest  rate futures 
agreement  or  foreign cur rency futures agreement , or  any opt ion to 
purchase or  sel l  a secur i ty or  foreign cur rency, used in a bona fide 
hedging t ransact ion; or  

 
(b) A financial agreement  or  ar rangement  entered into with a broker , 

dealer  or  bank, qual i fied under  appl icable federal and state secur i t ies 
or  banking law and regulat ion, in connect ion with investment  in one 
or  more secur i t ies in order  to reduce the r isk of changes in market  
valuat ion or  to create a synthet ic investment  that , when added to the 
por t fol io, reduces the r isk of changes in market  valuat ion. 

 
(2) An inst rument  shal l  not  be considered a hedging inst rument  or  a par t  of a 

bona fide hedging t ransact ion i f i t  is purchased in conjunct ion with another  
inst rument  where the effect  of the combined t ransact ion is an increase in the 
por t fol io's exposure to market  r isk. 
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N. ‘‘I nvestment  guidel ines’’ means a set  of wr i t ten guidel ines, establ ished in advance by 

the person with investment  author i ty over  the segregated por t fol io, to be fol lowed by 
the investment  manager . The guidel ines shal l  include a descr ipt ion of: 

 
(1) The segregated por t fol io's investment  object ives and l imitat ions; 
 
(2) The investment  manager 's degree of discret ion; 
 
(3) The durat ion, asset  class, qual i ty, diversificat ion, and other  requirements of 

the segregated por t fol io; and 
 
(4) The manner  in which der ivat ive inst ruments may be used, i f at  al l , in the 

segregated por t fol io. 
 

O. ‘‘I nvestment  manager ’’ means the person (including the contractholder) responsible 
for  managing the assets in the segregated por t fol io in accordance with the investment  
guidel ines in a fiduciary capacity to the owner  of the assets. 

 
P. ‘‘Market  value record’’ means an account ing record provided by the contract  to reflect  

the fair  market  value of the segregated por t fol io. 
 

Q. ‘‘Permit ted custodial inst i tut ion’’ means a bank, t rust  company or  other  l icensed 
fiduciary services provider . 

 
Drafting Note: When adopt ing this regulat ion, individual regulators may wish to review their  appl icable state laws to 
ensure that  this defini t ion hasn’t  inadver tent ly author ized an ent i ty to act  as a custodial inst i tut ion that  i t  would not  wish to 
do so. 
 

R. ‘‘Plan of operat ion’’ means a wr it ten plan meet ing the requirements of Sect ion 5B(1) of 
this regulat ion. 

 
S. ‘‘Qual i fied actuary’’ means an individual who meets the qual i ficat ion standards set  

for th in [inser t  reference to sect ion of the regulat ions related to actuar ial opinions and 
memoranda]. 

 
T. ‘‘Rate per iod’’ means the per iod of t ime dur ing which the fixed rate of return credited 

to the contract  value record is appl icable between credit ing rate formula adjustments. 
 

U. ‘‘Segregated por t fol io’’ means: 
 

(1) A por t fol io or  sub-por t fol io of assets to which the contract  per tains that  is held 
in a custody or  t rust  account  by the permit ted custodial inst i tut ion and 
ident i fied on the records of the permit ted custodial inst i tut ion as special 
custody assets held for  the exclusive benefi t  of the ret irement  plans or  other  
ent i t ies on whose behalf the contractholder  holds the contract ; and 

 
(2) Any related cash or  cur rency received by the permit ted custodial inst i tut ion 

for  the account  of the contractholder  and held in a deposit  account  for  the 
exclusive benefi t  of the ret irement  plans or  other  ent i t ies on whose behalf the 
contractholder  holds the contract . 

 
V. ‘‘Spot  rate’’  
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(1) ‘‘Treasury-based spot  rate’’ cor responding to a given t ime of benefi t  payment  

means the yield on a zero-coupon non-cal lable and non-prepayable United 
States government  obl igat ion matur ing at  that  t ime, or  the zero-coupon yield 
implied by the pr ice of a representat ive sampling of coupon-bear ing, non-
cal lable and non-prepayable United States government  obl igat ions in 
accordance with a formula set  for th in the plan of operat ion. 

 
(2) ‘‘I ndex spot  rate’’ cor responding to a given t ime of benefi t  payment  means the 

zero-coupon yield implied by (x) the Barclays Shor t  Term Corporate Index (for  
a given t ime of benefi t  payment  under  one year) or  (y) the zero-coupon yield 
implied by the Barclays U.S. Corporate Investment  Grade Bond Index (for  a 
given t ime of benefi t  payment  greater  than or  equal to one year).  

 
(3) ‘‘Blended spot  rate’’ cor responding to a given t ime of benefi t  payment  means a 

blend of 50% each of (i) the t reasury-based spot  rate, and (i i ) the index spot  
rate. To the extent  that  guaranteed contract  l iabi l i t ies are denominated in the 
cur rency of a foreign country rated in one of the two (2) highest  rat ing 
categor ies by an independent  nat ional ly recognized United States rat ing 
agency acceptable to the commissioner  and are suppor ted by investments 
denominated in the cur rency of the foreign country, the t reasury-based spot  
rate component  of the blended spot  rate may be determined by reference to 
substant ial ly similar  obl igat ions of the government  of the foreign country. For  
l iabi l i t ies other  than those descr ibed above, the blended spot  rate shal l  be 
determined on a basis mutual ly agreed upon by the insurer  and the 
commissioner .cor responding to a given t ime of benefi t  payment  means the 
yield on a zero-coupon non-cal lable and non-prepayable United States 
government  obl igat ion matur ing at  that  t ime, or  the zero-coupon yield implied 
by the pr ice of a representat ive sampling of coupon-bear ing, non-cal lable and 
non-prepayable United States government  obl igat ions in accordance with a 
formula set  for th in the plan of operat ion. To the extent  that  guaranteed 
contract  l iabi l i t ies are denominated in the cur rency of a foreign country rated 
in one of the two (2) highest  rat ing categor ies by an independent  nat ional ly 
recognized United States rat ing agency acceptable to the commissioner  and 
are suppor ted by investments denominated in the cur rency of the foreign 
country, the spot  rate may be determined by reference to substant ial ly similar  
obl igat ions of the government  of the foreign country. For  l iabi l i t ies other  than 
those descr ibed above, the spot  rate shal l  be determined on a basis mutual ly 
agreed upon by the insurer  and the commissioner . 

 
W. ‘‘Synthet ic guaranteed investment  contract ’’ or  ‘‘contract ’’ means a group annuity 

contract  or  other  agreement  that  in whole or  in par t  establ ishes the insurer ’s 
obl igat ions by reference to a segregated por t fol io of assets that  is not  owned by the 
insurer . 

 
X. ‘‘Uni lateral contract  terminat ion event ’’ means an event  al lowing the insurer  to 

uni lateral ly and immediately terminate the contract , without  future l iabi l i ty or  
obl igat ion to the contractholder . 

 
Y. ‘‘United States government  obl igat ion’’ means a direct  obl igat ion issued, assumed, 

guaranteed or  insured by the United States of Amer ica or  by an agency or  
inst rumental i ty of the United States government . 
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Z. ‘‘Valuat ion actuary’’ means the appointed actuary or , al ternat ively, a qual i fied 
actuary designated by the appointed actuary to render  the actuar ial opinion pursuant  
to Sect ion 10. Wr it ten documentat ion of any such designat ion shal l  be on fi le at  the 
company and avai lable for  review by the commissioner  upon request . 

 
Section 5. Financial Requirements and Plan of Operation 
 
A contract  may not  be del ivered or  issued for  del ivery in this state unless the issuing insurer  is 
l icensed as a l i fe insurance company in this state and is financial ly qual i fied under  the provisions of 
Subsect ion A of this sect ion. I n addit ion, a domest ic insurer  may not  del iver  or  issue for  del ivery, 
either  in this state or  outside this state, a contract  belonging to a specific class of contracts unless the 
insurer  has sat isfied the requirements of Subsect ion B of this sect ion with respect  to that  class. 
 

A. An insurer  wi l l  be financial ly qual i fied under  this sect ion i f i ts most  recent  statutory 
financial statements reflect  at  least  $1 bi l l ion in admit ted assets or  $100 mil l ion in 
capital and surplus, and i ts r isk-based capital results do not  place i t  at  a regulatory 
level of act ion. I n l ieu of the requirements in the preceding sentence, the insurer  may 
be required to sat isfy such other  financial qual i ficat ion requirements set  for th by the 
commissioner  as having been deemed necessary or  appropr iate in a par t icular  case to 
protect  the insurer 's pol icyholders and the publ ic. 

 
B. A domest ic insurer  wi l l  sat isfy the requirements of this sect ion with respect  to a class 

of contracts i f the insurer  has fi led a plan of operat ion per taining to the class of 
contracts, together  with copies of the forms of contract  in the class, with the 
commissioner  and the fi l ing of the plan of operat ion has been approved or  has not  
been disapproved within the sixty-day per iod fol lowing the date of fi l ing, in which 
event  the plan of operat ion shal l  be deemed approved. 

 
(1) The plan of operat ion for  a class of contracts shal l  descr ibe the financial 

implicat ions for  the insurer  of the issuance of contracts in the class, and shal l  
include at  least  the fol lowing: 

 
(a) A statement  that  the plan of operat ion wil l  be administered in 

accordance with the requirements prescr ibed by the commissioner  
pursuant  to this regulat ion, along with a statement  that  the insurer  
wi l l  comply with the plan of operat ion in i ts administ rat ion of the 
contract ; 

 
(b) A statement  descr ibing the methods and procedures used to value 

statutory l iabi l i t ies for  purposes of Sect ion 10; 
 

(c) A descr ipt ion of the cr i ter ia used by the insurer  in approving the 
investment  manager  for  the segregated por t fol io of assets associated 
with a contract  in the class, i f the investment  manager  is an ent i ty 
other  than the insurer  or  i ts wholly owned subsidiary; 

 
(d) A descr ipt ion of the insurer ’s requirement  for  repor ts concerning the 

assets in each segregated por t fol io and t ransact ions involving the 
assets, and a descr ipt ion of how the insurer  can use the informat ion in 
a repor t  to determine that  the segregated por t fol io is being managed 
in accordance with i ts investment  guidel ines. The insurer  shal l  
require that  the repor t  be prepared no less frequent ly than quar ter ly, 
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and include a complete statement  of segregated por t fol io holdings and 
their  fair  market  value; 

 
(e) A demonstrat ion of financial results for  one or  more sample contracts 

from the class of contracts, showing at  a minimum the projected 
contract  value records, the appl icable fixed rate or  rates of return, and 
the projected market  value records, descr ibing how the investments in 
the segregated por t fol io reflect  provision for  benefi ts insured by the 
contract  and how the contract  value and market  values and the rates 
of return may be affected by changes in the investment  returns of the 
segregated por t fol io and reasonably ant icipated deposits to and 
withdrawals from the segregated por t fol io by the contractholder , as 
well  as any advances made by the insurer  to the contractholder . The 
sample contracts shal l  be chosen to reasonably represent  the range of 
results that  could be expected from possible combinat ions of contract  
provisions of al l  contracts within the class. The demonstrat ion shal l  
include at  least  three (3) hypothet ical return scenar ios (level, 
increasing and decreasing) and for  each of these scenar ios, at  least  
three (3) withdrawal scenar ios (zero, moderate and high) shal l  be 
modeled. The commissioner  may require addit ional scenar ios i f 
deemed necessary to ful ly understand the r isks under  the class of 
contracts. The demonstrat ion per iod shal l  be the greater  of five (5) 
years or  the minimum per iod the insurer  must  underwr ite the r isk; 

 
(f) A statement  that  al l  contracts in the class of contract  sat isfy the 

requirement  of Sect ion 9 regarding uni lateral contract  terminat ions, 
together  with a descr ipt ion of al l  terminat ion events, discont inuat ion 
t r iggers and opt ions, not ice requirements, cor rect ive act ion 
procedures, al l  other  contract  safeguards, and the procedures to be 
fol lowed when a uni lateral contract  terminat ion event  occurs; 

 
(g) A descr ipt ion of the al lowable investment  parameters (such as 

object ives, der ivat ive st rategies, asset  classes, qual i ty, durat ion and 
diversificat ion requirements appl ied to the assets held within the 
segregated por t fol io) to be reflected in the investment  guidel ines 
appl icable to each contract  issued in the class to which the submit ted 
plan of operat ion appl ies; and a descr ipt ion of the procedures that  wi l l  
be fol lowed by the insurer  in evaluat ing the appropr iateness of any 
specific investment  guidel ines submit ted by the contractholder . I f the 
insurer  chooses to operate a contract  in accordance with investment  
guidel ines not  meet ing the cr i ter ia establ ished pursuant  to this 
subparagraph, the non-conforming set  of investment  guidel ines shal l  
be fi led with the commissioner  in accordance with the fi l ing 
requirements of this subsect ion; 

 
(h) A descr ipt ion of the cr i ter ia used by the insurer  in approving for  

contract  issuance a pooled fund represent ing mult iple employer -
sponsored plans and in approving the investment  manager  for  the 
segregated por t fol io of assets associated with such pooled fund 
contract ; 

 
Guidance Note: A pooled fund is an ar rangement  in which mult iple, unaffi l iated employer  sponsored plans invest  in a 
shared t rust .  Pooled funds general ly al low plan sponsors the r ight  to exit  the fund at  book value subject  to advance 
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not i ficat ion requirements.  In descr ibing the cr i ter ia used by the insurer  in evaluat ing the potent ial  issuance of a contract , 
discuss the insurer ’s advance not i ficat ion requirements and how any actual advance not i ficat ions wil l  be monitored and 
reflected in the r isk management  of the contract . 

 
(i ) A descr ipt ion of r isk-mit igat ion techniques used by the insurer  in 

connect ion with contracts issued to pooled funds represent ing 
mult iple employer -sponsored plans; 

 
(j) An unquali fied opinion by a qual i fied actuary with exper t ise in these 

mat ters as to the adequacy of the considerat ion charged by the 
insurer  for  the r isks i t  has assumed with respect  to the contracts in 
the class to which the plan of operat ion appl ies; 

 
(ki) A statement  that  the actuar ial opinion and memorandum required by 

Sect ion 10 shal l  include, with respect  to the class of contracts to which 
the plan of operat ion appl ies: 

 
(i ) I f a payment  has been made by the insurer  in the pr ior  

repor t ing per iod under  a contract  in the class, the amount  of 
aggregate r isk charges (net  of administ rat ive expenses) for  
contracts in the class, and the aggregate amount  of any losses 
incurred; and 

 
(i i ) An inventory of al l  mater ial uni lateral contract  terminat ion 

events in the class that  have not  been cured within the t ime 
per iod specified and that  have occurred dur ing the pr ior  
repor t ing per iod but  where the company decided not  to 
terminate the contract . 

 
(2) Review of the plan of operat ion by the commissioner  may necessitate requests 

for  informat ion to supplement  that  furnished pursuant  to Paragraph (1). 
Repl ies made in compliance with this paragraph should be made in sufficient  
detai l  that  any fol low-up cor respondence can be held to a minimum. 

 
Section 6. Required Contract Provisions and Filing Requirements 
 
Drafting Note: This sect ion may be omit ted in i ts ent irety i f a state does not  require contracts to be fi led for  approval, and 
the state wishes to el iminate required contract  provisions. Subsect ion B of this sect ion may be omit ted i f a state does not  
require contracts to be fi led for  approval, but  wishes to maintain required contract  provisions. 
 
A contract  may not  be del ivered or  issued for  del ivery in this state unless the contract  sat isfies the requirements of 
Subsect ion A of this sect ion and the issuing insurer  has sat isfied the requirements of Subsect ion B of this sect ion with 
respect  to the contract . 
 

A. The contract  shal l : 
 

(1) Provide that  the assets to which the contract  per tains and for  which a 
contract  value record is establ ished wil l  be maintained in a segregated 
por t fol io of a permit ted custodial inst i tut ion; 

 
(2) Grant  the insurer  the r ight  to per form audits and inspect ions of assets held in 

the segregated por t fol io from t ime to t ime upon reasonable not ice to the 
permit ted custodial inst i tut ion; 
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(3) Provide that  the insurer  wi l l  receive pr ior  not ice of and the r ight  to approve 
any appointment  or  change of investment  managers; 

 
(4) Give a descr ipt ion of how the contract  value record wil l  be determined, and, 

where appl icable, adjusted by a credit ing rate formula; 
 
(5) State the maximum rate per iod between credit ing rate formula recalculat ions 

that  wi l l  be permit ted, i f any; 
 
(6) Provide the insurer  with the r ight  to refuse to recognize any new deposits to 

the segregated por t fol io unless there is a wr it ten agreement  between the 
insurer  and the contractholder  as to the permissible levels and t iming of new 
deposits; 

 
(7) Clear ly ident i fy al l  circumstances under  which insurer  payments or  advances 

to the contractholder  are to be made; 
 
(8) Clear ly ident i fy the types of withdrawals made on a market  value basis; 
 
(9) Provide either  a fixed matur i ty schedule or  a set t lement  opt ion permit t ing the 

contractholder  to receive the contract  value record over  t ime, provided that  no 
uni lateral contract  terminat ion event  has occurred; and 

 
(10) I nclude a provision stat ing, or  substant ial ly similar  to, the fol lowing: 
 

‘‘No waiver  of remedies by the insurer  that  is a par ty to this agreement , 
fol lowing the breach of any contractual provision of the agreement  or  of the 
investment  guidel ines appl icable to i t , or  fai lure to enforce the provisions or  
guidel ines, which const i tutes grounds for  terminat ion of this agreement  for  
cause by the insurer , and is not  cured within thir ty (30) days fol lowing the 
insurer 's discovery of i t , shal l  be effect ive against  an insurance commissioner  
in any future rehabi l i tat ion or  insolvency proceedings against  the insurer  
unless approved in advance in wr it ing by the commissioner .’’ 

 
Drafting Note: An adopt ing state may wish to add an ‘‘ent ire contract ’’ provision in this sect ion i f such a provision is not  
required elsewhere in the adopt ing state's insurance code. 
 

B. An insurer  wi l l  sat isfy the fi l ing and approval requirements of this sect ion with 
respect  to a contract  i f the insurer  has fi led the form of the contract  with the 
commissioner  and i t  is accompanied by the i tems specified in Paragraphs (1), (2), and 
(3) of this subsect ion, and the form has been approved or  has not  been disapproved 
within the thir ty-day per iod fol lowing the date of fi l ing, in which event  the form of 
contract  shal l  be deemed approved. Notwithstanding the foregoing, the requirement  
for  fi l ing and approval of the form of contract  may be waived at  the discret ion of the 
commissioner . 
 
(1) The form of contract  fi led for  approval shal l  be accompanied by a statement  

that  the contract  meets the condit ions of Subsect ion A of this sect ion. 
 

(2) The form of contract  fi led for  approval shal l  be accompanied by a statement : 
 

(a) Specifying the range of var iat ion of var iable contract  provisions, i f 
any, that  could have a mater ial effect  on the r isk assumed by the 
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insurer  under  the contract , including withdrawal methodology, 
credit ing rate formula and terminat ion events; 

 
Drafting Note: Contract  forms covered by this regulat ion frequent ly incorporate var iable provisions. The statement  
required by this subparagraph is intended to provide the informat ion regulators need to evaluate the r isks associated with 
such var iabi l i ty. 

 
(b) Descr ibing how the fair  market  value wil l  be determined, including a 

descr ipt ion of the rules for  valuing secur i t ies and other  assets that  are 
not  publ icly t raded; 

 
(c) Descr ibing the credit ing rate formula, i f any, and how it  wi l l  operate 

to take into account  the difference between the market  value record 
and the contract  value record over  t ime; and 

 
(d) L ist ing events that  give the insurer  the r ight  to terminate the 

contract  immediately. 
 

(3) (a) I n the case that  the plan of operat ion per taining to the class of 
contracts to which the contract  belongs has been affirmat ively 
approved by the commissioner  of the state in which the issuing 
insurer  is domici led, the form of contract  fi led for  approval shal l  be 
accompanied by a statement  indicat ing the receipt  of approval, and 
that  the approval was an affirmat ive approval. 

 
(b) I n the case that  the plan of operat ion per taining to the class of 

contracts to which the contract  belongs has been deemed approved in 
the state in which the issuing insurer  is domici led, the form of 
contract  fi led for  approval shal l  be accompanied by a statement  
indicat ing that  the issuing insurer  has met  the requirements for  
deemed approval. 

 
(c) I n the case that  the plan of operat ion per taining to the class of 

contracts to which the contract  belongs has not  been approved, either  
affi rmat ively or  by deemer, in the state in which the issuing insurer  is 
domici led, the form of contract  fi led for  approval shal l  be accompanied 
by a statement  of this fact , together  with a plan of operat ion 
per taining to the contract . 

 
Drafting Note: The state of fi l ing may request  the plan of operat ion for  informat ional purposes and may take i t  into account  
in deciding whether  to approve the form. I t  is not  ant icipated that  the state of fi l ing would review and approve the plan of 
operat ion, but  may use i t  in connect ion with the review of the form of cont ract . 
 
Drafting Note: In the case that  the plan of operat ion has not  been approved, either  affi rmat ively or  by deemer , in the state 
of domici le of the issuing insurer , the state of issue, in issuing contract  approvals, may wish to establ ish requirements to be 
met  by the issuing insurer  (e.g., not ice requirement  i f the plan of operat ion subsequent ly changes, or  requirement  that  the 
contract  be operated in compliance with the plan of operat ion) in order  to maintain i ts approval. 
 
Section 7. I nvestment M anagement of the Segregated Por tfolio 
 

A. The investment  manager  must  have ful l  responsibi l i ty for , and control over , the 
management  of al l  segregated por t fol io assets within the constraints specified in the 
investment  guidel ines. 

 
Drafting Note: In the event  that  the segregated por t fol io has mult iple managers, al l  of these managers wil l  be covered by 
the investment  guidel ines. 



Model Regulat ion Service------Apr i l  1999 
 

© 1999 Nat ional Associat ion of Insurance Commissioners 695-11 

 
B. The investment  guidel ines shal l  be submit ted to the insurer  for  underwr it ing review 

before the contract  becomes effect ive. 
 

C. I f the insurer  accepts a proposed change to the investment  guidel ines or  al lows the 
contract  to operate in accordance with investment  guidel ines not  meet ing the cr i ter ia 
establ ished in Sect ion 5B(1)(g), approval of the non-conforming investment  guidel ines 
must  be obtained pursuant  to Sect ion 5B. 

 
Section 8. Purchase of Annuities 
 
For  contracts that  are group annuity contracts, and that  make avai lable to the contractholder  the 
purchase of immediate or  defer red annuit ies for  the benefi t  of individual members of the group, an 
annuity may not  be purchased without  the del ivery of the contractual ly agreed upon considerat ion in 
cash to the insurer  from the segregated por t fol io for  al locat ion to the insurer 's general account  or  a 
separate account . The insurer  shal l  col lect  adequate considerat ion for  the cost  of annuit ies purchased 
under  contract  opt ion by t ransfer  from the segregated por t fol io. 
 
Section 9. Unilateral Contract Terminations 
 
A contract  subject  to this regulat ion shal l  al low the insurer  to uni lateral ly and immediately 
terminate, without  future l iabi l i ty of the insurer  or  obl igat ion to provide fur ther  benefi ts, upon the 
occurrence of any one of the fol lowing events that  is mater ial and that  is not  cured within thir ty (30) 
days fol lowing the insurer 's discovery of i t : 
 

A. The investment  guidel ines are changed without  the advance consent  of the insurer  
and the investment  manager  is not  control l ing, control led by or  under  common control 
with the insurer ; 

 
B. The segregated por t fol io, i f managed by an ent i ty that  is not  control l ing, control led by 

or  under  common control with the insurer , is invested in a manner  that  does not  
comply with the investment  guidel ines; or  

 
C. I nvestment  discret ion over  the segregated por t fol io is exercised by or  granted to 

anyone other  than the investment  manager . 
 

Section 10. Reserves 
 

A. Asset  maintenance requirements for  segregated por t fol ios governed by this 
regulat ion. 

 
(1) At  al l  t imes an insurer  shal l  hold minimum reserves in the general account  or  

one or  more separate accounts, as appropr iate, equal to the excess, i f any, of 
the value of the guaranteed contract  l iabi l i t ies, determined in accordance with 
Paragraphs (6) and (7) of this subsect ion, over  the market  value of the assets 
in the segregated por t fol io less the deduct ions provided for  in Paragraph (2) of 
this subsect ion. The reserve requirements of this subsect ion shal l  be appl ied 
on a contract -by-contract  basis. 

 
(2) I n determining compliance with the asset  maintenance requirement  and the 

reserve for  guaranteed contract  l iabi l i t ies specified in Paragraph (1) of this 
subsect ion, the insurer  shal l  deduct  a percentage of the market  value of an 
asset  as fol lows:  
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(a) For  debt  inst ruments, the percentage shal l  be the NAIC asset  

valuat ion reserve "reserve object ive factor ," but  the factor  shal l  be 
increased by fi fty percent  (50%) for  the purpose of this calculat ion i f 
the difference in durat ions of the assets and l iabi l i t ies is more than 
one-half year . The above notwithstanding, in the event  that , under  
the terms of the synthet ic guaranteed investment  contract , the asset  
default  r isk for  debt  inst ruments is borne solely by the contractholder , 
there shal l  be no asset  valuat ion reserve percentage deduct ion from 
the market  value of an asset , for  purposes of complying with the asset  
maintenance requirement  and the reserve for  guaranteed contract  
l iabi l i t ies specified in Paragraph (1) of this subsect ion. 

 
(b) For  assets that  are not  debt  inst ruments, the percentage shal l  be the 

NAIC asset  valuat ion reserve ‘‘maximum reserve factor .’’ 
 

(3) To the extent  that  guaranteed contract  l iabi l i t ies are denominated in the 
cur rency of a foreign country and are suppor ted by segregated por t fol io assets 
denominated in the cur rency of the foreign country, the percentage deduct ion 
for  these assets under  Paragraph (2) of this subsect ion shal l  be that  for  a 
substant ial ly similar  investment  denominated in the cur rency of the United 
States. 

 
(4) To the extent  that  guaranteed contract  l iabi l i t ies are denominated in the 

cur rency of the United States and are suppor ted by segregated por t fol io assets 
denominated in the cur rency of a foreign country, and to the extent  that  
guaranteed contract  l iabi l i t ies are denominated in the cur rency of a foreign 
country and are suppor ted by segregated por t fol io assets denominated in the 
cur rency of the United States, the deduct ion for  debt  inst ruments under  
Paragraph (2) of this subsect ion shal l  be increased by fi fteen percent  (15%) of 
the market  value of the assets unless the cur rency exchange r isk on the assets 
has been adequately hedged, in which case the percentage deduct ion under  
Paragraph (2) of this subsect ion shal l  be increased by one-half percent  (.5%). 
No guaranteed contract  l iabi l i t ies denominated in the cur rency of a foreign 
country shal l  be suppor ted by segregated por t fol io assets denominated in the 
cur rency of another  foreign country without  the approval of the commissioner . 
For  purposes of this paragraph, the cur rency exchange r isk on an asset  is 
deemed to be adequately hedged i f:  

 
(a) I t  is an obl igat ion of 

 
(i ) A jur isdict ion that  is rated in one of the two (2) highest  rat ing 

categor ies by an independent  nat ional ly recognized United 
States rat ing agency acceptable to the commissioner ; 

 
(i i ) Any pol i t ical subdivision or  other  governmental unit  of such a 

jur isdict ion, or  any agency or  inst rumental i ty of jur isdict ion, 
pol i t ical subdivision or  other  governmental unit ; or  

 
(i i i ) An inst i tut ion that  is organized under  the laws of any such 

jur isdict ion; and 
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(b) At  al l  t imes the pr incipal amount  of the obl igat ion and scheduled 
interest  payments on the obl igat ion are hedged against  the United 
States dol lar  pursuant  to contracts or  agreements that  are: 

 
(i ) I ssued by or  t raded on a secur i t ies exchange or  board of t rade 

regulated under  the laws of the United States or  Canada or  a 
province of Canada; 

 
(i i ) Entered into with a United States banking inst i tut ion that  

has assets in excess of $5 bi l l ion and that  has obl igat ions 
outstanding, or  has a parent  corporat ion that  has obl igat ions 
outstanding, that  are rated in one of the two (2) highest  rat ing 
categor ies by an independent , nat ional ly recognized, United 
States rat ing agency, or  with a broker -dealer  registered with 
the Secur it ies and Exchange Commission that  has net  capital 
in excess of $250 mil l ion; or  

 
(i i i ) Entered into with any other  banking inst i tut ion that  has 

assets in excess of $5 bi l l ion and that  has obl igat ions 
outstanding, or  has a parent  corporat ion that  has obl igat ions 
outstanding, that  are rated in one of the two (2) highest  rat ing 
categor ies by an independent , nat ional ly recognized, United 
States rat ing agency and that  is organized under  the laws of a 
jur isdict ion that  is rated in one of the two (2) highest  rat ing 
categor ies by an independent , nat ional ly recognized United 
States rat ing agency. 

 
(5) These contracts may provide for  the al locat ion to one or  more separate 

accounts of al l  or  any por t ion of the amount  needed to meet  the asset  
maintenance requirement . I f the contract  provides that  the assets in the 
separate account  shal l  not  be chargeable with l iabi l i t ies ar ising out  of any 
other  business of the insurer , the insurer  shal l  maintain in a dist inct  separate 
account  that  is so chargeable: 

 
(a) That  por t ion of the amount  needed to meet  the asset  maintenance 

requirement  that  has been al located to separate accounts; less 
 
(b) The amounts contr ibuted to separate accounts by the contractholder  

in accordance with the contract  and the earnings on the contract . 
 

(6) For  purposes of this sect ion, the minimum value of guaranteed contract  
l iabi l i t ies is defined to be the sum of the expected guaranteed contract  
benefi ts, each discounted at  a rate cor responding to the expected t ime of 
payment  of the contract  benefi t  that  is not  greater  than the maximum 
mult iple of the spot  rate suppor table by the expected return from the 
segregated por t fol io assets, and in no event  greater  than 105 percent  of the 
blended spot  rate as descr ibed in the plan of operat ion (pursuant  to Sect ion 5) 
or  the actuary's opinion and memorandum, (pursuant  to Sect ion 10B), except  
that  i f the expected t ime of payment  of a contract  benefi t  is more than thir ty 
(30) years, i t  shal l  be discounted from the expected date of payment  to year  
thir ty (30) at  a rate of no more than eighty percent  (80%) of the thir ty-year  
blended spot  rate and from year  thir ty (30) to the date of valuat ion at  a rate 
not  greater  than 105 percent  of the thir ty-year  blended spot  rate. 
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(7) I n calculat ing the minimum value of guaranteed contract  benefi ts: 

 
(a) Al l  guaranteed benefi ts potent ial ly avai lable to the contractholder  on 

an ongoing basis shal l  be considered in the valuat ion process and 
analysis, and the reserve held must  be sufficient  to fund the greatest  
present  value of each independent  guaranteed contract  benefi t . For  
purposes of this subparagraph, the r ight  granted to the contractholder  
to exit  the contract  by discharging the insurer  of i ts guarantee 
obl igat ion under  the contract  and taking control of the assets in the 
segregated por t fol io shal l  not  be considered a guaranteed benefi t . 

 
(b) To the extent  that  future guaranteed cash flows are dependent  upon 

the benefi t  responsiveness of an employer -sponsored plan, a best  
est imate based on company exper ience, or  other  reasonable cr i ter ia i f 
company exper ience is not  avai lable, shal l  be used in the project ions 
of future cash flows. 

 
(c) The minimum value of guaranteed contract  benefi ts under  a contract  

issued to a pooled fund represent ing mult iple employer -sponsored 
plans shal l  be determined so as to reflect  projected plan sponsor  
contract  value withdrawals avai lable to the member  plans in the 
pooled fund. 

 
 Project ions of such future cash flows shal l  take into account  (i) known 

plan sponsor  withdrawals, and (i i ) a prudent  est imate of future plan 
sponsor  withdrawals. The prudent  est imate shal l  be based on 
company exper ience and other  relevant  cr i ter ia. 

 
Guidance Note: Other  relevant  cr i ter ia include, but  are not  l imited to, the pooled fund’s profi le (e.g., number  of employer -
sponsored plans, and the minimum, maximum and average size of such plans), the minimum not ice that  plan sponsors are 
required to give in order  to effectuate a plan sponsor  withdrawal, the percentage of the pooled fund that  is investment -only 
and that  is ful l  service, and economic condit ions. 

 
 A single valuat ion rate shal l  be determined, consistent  with 

Paragraph (6) of this subsect ion, equal to the lesser  of: 
(i ) The expected return from the segregated por t fol io of assets, or  
(i i ) The blended spot  rate based on the durat ion of the segregated 

por t fol io of assets. 
 

This single valuat ion rate shal l  be used to model future market  values 
of the segregated por t fol io of assets.  Future credited interest  rates 
shal l  be modeled according to the contractual ly defined credit ing rate 
formula.  Modeled future contract  values shal l  reflect  modeled future 
market  values, modeled future credited interest  rates, known future 
plan sponsor  withdrawals, the prudent  est imate of future plan 
sponsor  withdrawals, future withdrawals consistent  with Paragraph 
(7)(b) of this subsect ion and any remaining final payment  at  the 
modeled contract  terminat ion date. 
 
Al l  such modeled withdrawals and terminat ion payments shal l  be 
discounted using the single valuat ion rate and the modeled t imes of 
those withdrawals and payments.  The sum of these present  values 
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shal l  be deemed the minimum value of the guaranteed contract  
l iabi l i t ies for  a pooled fund contract . 

 
B. Actuar ial opinion and memorandum for  segregated por t fol ios governed by this 

regulat ion. 
 
(1) An insurer  that  issues a synthet ic guaranteed investment  contract  subject  to 

this regulat ion shal l  submit  an actuar ial opinion and, upon request , a 
memorandum to the commissioner  annually by March 1 fol lowing the 
December  31 valuat ion date showing the status of the accounts as of the pr ior  
December  31. The actuar ial opinion and memorandum shal l  be in form and 
substance sat isfactory to the commissioner . 

 
Drafting Note: The state may wish to include the informat ion contained in the actuar ial opinion and memorandum as a 
par t  of i ts overal l  fi l ing requirements, rather  than mandat ing a separate fi l ing for  synthet ic guaranteed investment  
contracts. 
 

(2) The actuar ial memorandum required by this regulat ion is deemed to be 
confident ial  to the same extent , and under  the same condit ions, as the 
actuar ial memorandum required by [inser t  reference to state law equivalent  
to Sect ion 3 of the NAIC Model Standard Valuat ion Law]. 

 
Drafting Note: A thorough review should be per formed of the specific laws and regulat ions in a state which may affect  the 
confident ial  status of the memorandum. 
 

(3) Except  in cases of fraud or  wi l l ful  misconduct , the valuat ion actuary shal l  not  
be l iable for  damages to any person (other  than the insurance company and the 
commissioner) for  any act , er ror , omission, decision, or  conduct  with respect  to 
the actuary's opinion. 

 
(4) The statement  of actuar ial opinion submit ted in accordance with Sect ion 

10B(1) shal l  consist  of: 
 

(a) A paragraph ident i fying the valuat ion actuary and his or  her  
qual i ficat ion; 

 
(b) A scope paragraph ident i fying the subjects on which the opinion is to 

be expressed and descr ibing the scope of the valuat ion actuary's work; 
 
(c) A rel iance paragraph descr ibing those areas, i f any, where the 

valuat ion actuary has defer red to other  exper ts in developing data, 
procedures or  assumpt ions; 

 
(d) An opinion paragraph expressing the valuat ion actuary’s opinion with 

respect  to the mat ters descr ibed in Subparagraphs 5A and 5B below; 
and, 

 
(e) One or  more addit ional paragraphs may be needed in individual 

company cases as fol lows: 
 

(i ) I f the valuat ion actuary considers i t  necessary to state a 
qual i ficat ion of his or  her  opinion; 
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(i i ) I f the valuat ion actuary must  disclose an inconsistency in the 
method of analysis used at  the pr ior  opinion date with that  
used for  this opinion; 

 
(i i i ) I f the valuat ion actuary chooses to add a paragraph br iefly 

descr ibing the assumpt ions which form the basis of the 
actuar ial opinion. 

 
(5) Contents of the opinion paragraph of the actuar ial opinion. 

 
(a) The actuar ial opinion shal l  state that , after  taking into account  any 

r isk charge payable, the segregated por t fol io assets, and the amount  
of any reserve l iabi l i ty with respect  to the asset  maintenance 
requirement , the account  assets make adequate provision for  contract  
l iabi l i t ies. 

 
(b) The opinion shal l  also state that : 

 
(i ) Reserves for  contract  l iabi l i t ies are calculated pursuant  to the 

requirements of Sect ion 10A(1); 
 
(i i ) After  taking into account  any reserve l iabi l i ty with respect  to 

the asset  maintenance requirement , the amount  of the 
account  assets sat isfied the asset  maintenance requirement ; 

 
(i i i ) The fixed-income segregated por t fol io conformed to and 

just i fied the rates used to discount  contract  l iabi l i t ies for  
valuat ion pursuant  to Sect ion 10A(6); 

 
(iv) Whether  any rates used pursuant  to Sect ion 10A(6) to 

discount  guaranteed contract  l iabi l i t ies and other  i tems 
appl icable to the segregated por t fol io were modified from the 
rate or  rates descr ibed in the plan of operat ion fi led pursuant  
to Sect ion 5; and, 

 
(v) The level of r isk charges, i f any, retained in the general 

account  was appropr iate in view of such factors as the nature 
of the guaranteed contract  l iabi l i t ies and losses exper ienced in 
connect ion with account  contracts and other  pr icing factors. 

 
(6) The opinion shal l  be accompanied by a cer t i ficate of an officer  of the insurance 

company responsible for  monitor ing compliance with the asset  maintenance 
requirements for  synthet ic guaranteed investment  contracts descr ibing the 
extent  to and manner  in which, dur ing the preceding year : 

 
(a) Actual benefi t  payments conformed to the benefi t  payment  est imated 

to be made as descr ibed in the plan of operat ion; 
 

(b) The determinat ion of the fair  market  value of the segregated por t fol io 
conformed to the valuat ion procedures descr ibed in the plan of 
operat ion, including a statement  of the procedures and sources used 
dur ing the year ; and, 
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(c) Any assets were t ransfer red to or  from the insurer 's general account , 
or  any amounts were paid to the insurer  by any contractholder  to 
suppor t  the insurer 's guarantee. 

 
(7) The actuar ial memorandum shal l : 

 
(a) Substant ial ly conform with those por t ions of Sect ion [inser t  reference 

to sect ion of the regulat ions related to actuar ial memoranda] of these 
regulat ions that  are appl icable to asset  adequacy test ing and either : 

 
(i ) Demonstrate the adequacy of account  assets based upon cash 

flow analysis, or  
 

(i i ) Explain why cash flow test ing analysis is not  appropr iate, 
descr ibe the alternat ive methodology of asset  adequacy test ing 
used, and demonstrate the adequacy of account  assets under  
that  methodology:; 

 
(b) Clear ly descr ibe the assumpt ions the valuat ion actuary used in 

suppor t  of the actuar ial opinion, including any assumpt ions made in 
project ing cash flows under  each class of assets, and any dynamic 
por t fol io hedging techniques ut i l ized and the tests per formed on the 
ut i l izat ion of the techniques; 

 
(c) Clear ly descr ibe how the valuat ion actuary has reflected the cost  of 

capital .; 
 
(d) Clear ly descr ibe how the valuat ion actuary has reflected the r isk of 

default  on obl igat ions and mor tgage loans, including obl igat ions and 
mor tgage loans that  are not  investment  grade; 

 
(e) Clear ly descr ibe how the valuat ion actuary has reflected withdrawal 

r isks, i f appl icable, including a discussion of the posit ioning of the 
contracts within the benefi t  withdrawal pr ior i ty order  per taining to 
the contracts, the impact  of any dynamic lapse assumpt ion and the 
results of sensit ivi ty test ing the prudent  est imate of future plan 
sponsor  withdrawals pursuant  to Sect ion 10A(7)(c);  

 
(f) I f the plan of operat ion provides for  investments in segregated 

por t fol io assets other  than United States government  obl igat ions, 
demonstrate that  the rates used to discount  contract  l iabi l i t ies 
pursuant  to Sect ion 10A(6) conservat ively reflect  expected investment  
returns, taken into account  any foreign exchange r isks; 

 
(g) I f the contracts provide that  in cer tain circumstances they would 

cease to be funded by a segregated por t fol io and, instead would 
become contracts funded by the general account , clear ly descr ibe how 
any increased reserves would be provided for  i f and to the extent  these 
circumstances occurred; 

 
(h) State the amount  of account  assets maintained in a separate account  

that  are not  chargeable with l iabi l i t ies ar ising out  of any other  
business of the insurance company; 
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(i ) State the amount  of reserves and suppor t ing assets as of December  31 

and where the reserves are shown in the annual statement ; and 
 
(j) State the amount  of any cont ingency reserve car r ied as par t  of 

surplus.; 
 
(k) State the market  value of the segregated asset  por t fol io.; and 
 
(l) Where separate account  assets are not  chargeable with l iabi l i t ies 

ar ising out  of any other  business of the insurance company, descr ibe 
how the level of r isk charges payable to the general account  provides 
an appropr iate compensat ion for  the r isk taken by the general 
account .  

 
C. When the insurer  issues a synthet ic guaranteed investment  contract  and complies 

with the asset  maintenance requirements of Sect ion 10A, i t  need not  maintain an 
asset  valuat ion reserve with respect  to those account  assets. 

 
D. This sect ion descr ibes the reserve valuat ion requirements for  contracts subject  to this 

regulat ion. 
 

(1) Reserves for  synthet ic investment  contracts subject  to this regulat ion shal l  be 
an amount  equal to the sum of the fol lowing: 
 
(a) The amounts determined as the minimum reserve as required under  

Sect ion 10A(l); 
 
(b) Any addit ional amount  determined by the insurer 's valuat ion actuary 

as necessary to make adequate provision for  al l  contract  l iabi l i t ies; 
and 

 
(c) Any addit ional amount  determined as necessary by the commissioner  

due to the nature of the benefi ts. 
 

(2) The amount  of any reserves required by Paragraph (1) of this subsect ion may 
be establ ished by either : 

 
(a) Al locat ing sufficient  assets to one or  more separate accounts; or  

 
(b) Set t ing up the addit ional reserves in the general account . 

 
Section 11. Severability 
 
I f any provision of this regulat ion or  i ts appl icat ion to any person or  circumstances is judged inval id 
by a cour t  of competent  jur isdict ion, the judgment  shal l  not  affect  or  impair  the val idi ty of the other  
provisions of this regulat ion. 
 
Section 12. Effective Date 
 
This regulat ion shal l  take effect  [inser t  date]. 
 

______________________________ 
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