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BILL NOD. ﬂ_
Pos

BY REQUEST OF THE COMMISSIONER OF INSURANCE

INTRODUCED BY

A BILL FOR AN ACT ENTITLED: ®AN ACT TO REVISE THE CLAW
RELATING TO STANDARD VALUATION AND STANODARD NOMFORFEITURE
IN LIFE INSURANCE; PROYIDING FOR ADOPTION OQF ANNUITY
MORTALITY TABLES *ND PERMISSIBLE INTEREST RATES IN VALUATION
OF ANNUITY AND INSURANCE CONTRACTS; ADDING PROVISIONS
RELATIKG TO NONFORFEITURE IN INDIVIDUAL DEFERRED ANNUITIES;
AND  AMENDING SECTIONS 33-2-523 THROUGH 33-2-526s 33-20-201s

33-20-206¢ AND 33-70-207s MCA."™

BE IT ENACTED 8Y THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 33-2-523, MCAs is amended to raad:
#33-2-523., {Lontracts on or after the operative date of

33-20-213 ~- wvaluation. {1) This section shall apply toc only

those policies and contracts issued on or after the

operative date of 33-20-213+ except as otherwise provided in

33-2-524 for 4group annuity and pure endowment contracts

issued prior to that datee.

{2) Except as otherwise provided in 33-2-54¢ the
minimum standard for the valuation of all such policies and
contracts shall be the cosmissioner's reserve valuation

wethed pethods defined in 33-2-525y apd  32-2-526{3)s 5%
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interest for group anouity and pure endowment contracts and
3 172% interesty for 211 other such golicies 4dnd contracts
or in the case of policies and contractss other than annuity

and pure endowment contractsy issued on or after March 17,

1973+ and-prior-to—danvery-iv—1986y 4% interest for _such

following tables:

{a} for 211 ordinary policies of life insurance issued
on the standard basise excluding any disability and
accidental death benefits in such policiess the
commissioner®s 1941 standard ordinary mortality table for
such policies issued grior tc the operative date of
33-20~-206¢+ as awendedy and the commissioner®s 1958 standard
ordinary mortality table for such policies issved on or
after that operative datey except that for any category of
such policies issued on femole riskse modified net premiums
and present valuety vreferred to in 33-2-525 and 33-2-526
may De calcoulateds at the option of the insurer with the
approval of the commissioners according to an age younger
than the actual age of the insured;

(b} for 31V industrial 1ife insurance policies issued
on the standard basisy excluding any disability and
accidental death btenefits in such policiese the 1941

standard industrial wmortality table for such policies issued

INTRODUCED BILL
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prior to the operative date of 33-20-207+ as amendeds and
the commissioner®s 1961 standard industrial mortality table
for such policies issued on or after that operative date;

(c} for individual annuity and pure endowment
contractses excluding any disability and accidental death
benefits in such policiess the 1937 standard annulty
mortality table ors at the option of the insurery the
annuity mortality table for 1949¢ wultimatey or any
modi fication of either of these tables approved by the
commissioner;

(d} for group annuity and pure endowment contractse
excluding any disability and accidental death benefits in
such policiese the group annuity mortality table for 1951w
any modification of such table approved by the commissioners
ors at the op.ion of the Iinsurers any of the tables or
modifications of tables specified for individual anpnuity and
pure endowment contracts;

(e} (4} fcr total and permarent disability benefits in
or supplementary to ordinary policies or contracts:?

{A) for ji1o0licies or contracts issued on or after
January le 1966+ the tables of period 2 disablemsent rates
and the 1930 to 1950 termination rates of the 1952
disabitity study of the society of actuariess with due
regard to the type of benefit;

(B) for policies or contracts issued on or after

_3-
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Jaonuary 1y 1961+ and prior to January ls 1966¢ either such
tables ors at the option of the insurers the class 3
disability table {1926); and

(C) for policlies Issued prior to January 1les 1961¢ the
class 3 disability table {19256};

(ti) any such table shalle for active 1livess be
combined with 8 mortality table permitted for <calculating
the reserves for Vife insurance policies;

{fy (i) for accidental death benefits in or
supplementary to policies:

{A) for policies issued on or after Januvary 1y 1966

" the 1959 accidental death benefits table;

{B} for policies issued on or after January le 1961,
and prior to January ls 1966¢ either such table ore at the
option of the insurery the intercompany double indemnity
mortality table; and

(C) for policies issued prior to January ly 1961ls¢ the
intercompany double indemnity mortality table;

(ii) either table shall be combined with a mortatity
table permitted for calculating the reserves for 1life
insurance policies;

(g} for group life insurances life insurance issued on
the substandard basis 3and other special bemefitss such
tables as may be approved by the commissioner.”

Section 2. Section 33-2-524¢ HCAy is amended to read:

g
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#33-2-524e Individual and group annuity and pure
endowment contracts —— valuatione (1) The wminimum standard
for the valuation of all individual annuity and pure
endowment contracts issued on gr after Fthe operative date
of this sectionjs as defined hereine and for all annulties
and pure endowments purchased on orf after that operative
dates under group anmiity and pure endowmsent contracts shall
be the commissioner®s reserve valuation wethod pgethods
defined in 33-2-525 and the following tables and Interest
rates:

{a) for individual annuity and pure endowsent
contracts Issued prior to denvery—3tv-—2966 July 1s ' 1913
exctuding any disability and accidental death benefits in
such contractse the 19Tl individual annuity mortality table
or any modification of this table approved by the
commissioner and 6% interest for single presmiua immediate
annuity contracts and 4X interast for all other individual
anpuity and pure endowment contractss

(b} for-~-individuni-—-annaity—--end—-pure---endowment
contrecta-—-+3sued-on—or-efter-denusry-ivy-1986y-exciuding-any
disabiti ty-ond-pcci dentel-desth-benefits—in-such-—contrectsy
the--—1931——~individuad-—--onnuity—-sortetity-——tedte—or——ony
mnodification-of —the—teblte—approved—by—the-—comsatssroner--and
3-i72u-—interests for _individual _single presium immediate

. ' ts i 1 £1 july 1s 1979 Ludin
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ipdividual aopuity and pJre epdowsent contractss

tedid) for all annuities and pure endowments purchased
prior to dJenwery-iv-1986 July _ls 1979+ under group annuity
and pure endowment contractss excliuding any disability and
accidental death benefits purchased under such contractss
the 1971 group annuity mortality table or any wodification
of the <table approved by the commissioner and 6% interest;

t43{g) for all annuities and pure endowments purchased
on or after denuary——3s——1986 July 1s 1979 under group
annuity and pure endowment contractse excluding any
disability and accidental death benefits purchased under
such contractses the 1971 group annuity mortality table or

any modification of this table approved by the commissioner

—e- = e
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and 3-3728 I _1/2% intereste

{2) After March 17+ 1973 any insurer may file with
the commissioner a written notice of its election to comply
with the provisions of subsection (1) after a specified date
before January 1y 15794 #hich shall be the operative date of
subsection (1} for such insusrere An insurer may elect a
different operative date for individual annuity and pure
endowment contracts from that elected for group annuity and
pure endowment contractse If an insurer makes no such
elections the operative date of this section for such
insurer shall be January 1y 1979."

Section 3. Section 33-2-525, MCAy is amended to read:

®33-2-525. Commissioner's reserve valuation wethode
(1} Reserves Except o5 otherwise provided in subsection (3}
and  33-2-526{3)s _reserves according to the commissioner's
reserve valuation methodsy for the life insurance and
endowment benefits of policies providing for a uniforas
amount of insurance and requiring the payment of wuniform
premiumss shall be the excesses if anys of the present values
at the date of valuations of such future guaranteed benefits
provided for by such policiess over the then present value
of any future modified net premiums therefore The wmodified
net premiums for any such policy shall be such uniform
percentage of the respective contract premiums for such

bpenefits that the present valuey at the date of issue of the
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policys of 311 such modified net premiums shall be equail to
the sum of the then present value of such benefits provided
for by the policy and the excess of (a} over (b)e as
follows:

(3} a net ltevel annual premium equal to the present
values at the date of issues of such benefits provided for
after the first policy yearey divided by the present values
at the date of issue of an annuity of cone per annum payable
on the first and each subsequent anniversary of such policy
on which & premiua falls duej provideds howevers that such

net level annual premium shall not exceed the net Jlevel

~annual premium on the 19-year premium whole life plan for

insurance of the same amount at an age 1 year higher than
the age at issue of such policy;

{b) & net 1l-year term premius for such bdenefits
provided for in the first policy yeare.

(2) Reservas according to the commissioner®s reserve

valuation wethod for the following shall be calculated by 3

(3) life insurance policies providing for a varying
amount of insurance or requiring the paysent of varying

premiumsyy
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(b __group annuity and pure endowment contractse

purchased under a retjresent plan or plan of deferred

{c) disability and accidental death benefits Iin al)
policies and contractsyi and

fd)l all other benefitsy except life Insurance and
endowment benefits in life Insurance policiesy—sheti--be
cateut ated—-by--o- -method-—consistent-with-the-principtes-of
this—sectionvy-except-that-oeny-extra—prewives—cherged-bucouse
of ~tmpeirsents-or-speciai-norerds-shelti-—be—-disregarded—in
the——determinncion-—of--pedified-—net--premiums and bepefits

plan of deferrad compensation established or maintained by
an_eagployer [including a partnership or sole proprietorship)
or by an_ _employes erganizations or by bothe cther than a
rotiresant annuities under section 408 of _the Internal

-G
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rates specified in _such contracts for determipning guaranieed
the respective Qross considerations applied under the terms
of such contracts to determine nonforfejture valuesa™

Section 4. Section 33-2-5764 MLA, is amended to read:

*33-2-526. Limits -- options -- deficiency ginimus
reservess (1) In no event shall an linsurer®s aggregate
reserves for all life insurance policiesy excluding
disability and accidental death benefitsy be less than the

aggregate reserves calculated in accordance with the method

T 55 99
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sethods set forth in 33-2-525 and subsection (3) .of this
sectjon and the mortality table or tables and rate or rates
of interest used in calculating nonforfeiture benefits for
such policiese

{2) Reserves for any category of policiesy contracts,
or benefits as established by the comsissioner msay be
calculated at the option of the insurer according to any
standards which produce greater aggregate reserves for such
category than those caiculated according to the minimum
standard herein provideds but the rate or rates of interest
used for policies 3nd coptractss other than aoouity and pure
endowment contractss shall not be higher than the
corresponding rate or rates of interest used in calculating
any nonforfeiture benefits provided for therein. Providedy
howevery—that——reserves——for-—poarticipeting-—tife-—insuronce
poticies—mayy——with——the--consent—of-—the—commissionerv-be
eotcuioted-nccording-to-e—rate-of-interest--tower--than-—the
rote—of-—interest-—-used--in--cotcointing-the-nonforfeiture
benefits-in-such—peticiesv—1f-such-—lower-rate——differs——from
the-—rate——used——in-—the—coicuistion-—of——the-nonforfeiture
penefita-by-wmore-than-it72-of-tiv-the--insurer-—issaing-—-suveh
podicies——shadt——F i te—wrth-the-commissioner-a-plan-providing
for-such—equiteble-increesesv—ifanyy—in—the—cash——surrender
vatues-—and--nonforferture——benefites—in—such-poticies-os—the
commiasioner—sheil-epproves
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§3) If in any coaotract year the gross premium charged
by any 1life insurer on any policy or caontract is less than
the yaluation net premium for the policy or contract
aseeording-—to-—the-—mortelity—-teblevr-—rote-of-interestv-ond
calculated by the method used in calculating the reserve
therecns there—shell-—be——mainteined--on——such——poticy—or
contrect—a-deficieney-~reserve——in-—addition-—to——oti—-other
reserves-—regquired—-dy-taws—For—each-such-poiicy—or-controcet
the—deficiency-reserve-sheli-be-the-present-valver-sccording
to-such—stenderdy—eof-an—anantity—of--the——difference-—betueen
such——net-presius—ond—the-premtum-cherged-for-such-potiey—-or

. contractv-running-for-the-rensinder--of--the---premive-peying

Section 5. Section 33-20—~201s MCAs is amended to read:

®33-20-20le Short title« This part shall be known as

-12-
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=¥he the "Standard Nonforfaeiture Law for Life Insurance®."

Section 6. Section 33-20-206s MCAy is amended to read:

®33-20~206e Mortality tables -- policies issued after
aoperative date. {1) In the case of ordinary policies issued
on or after the operative daote of this section as defined
hereines all adjusted premiums and present values referred to
in this part shall be calculsted on the basis of the
conmissioners cammissioner®s 1958 standard ordinary
mortality table and the rate of interest specified in the
policy for calculating cash surrender values and paid-up
nonforfeiture benefitsy provided that:

{a) such rate of interest shall not exceed 3 1/2X per
annume except that a rate of Interest not exceeding 4% per

annum way be used for policies issued on or after March 17.

1973, and prior to denvary—iv—1966 July la 191%9: and . a rate
of ipterest not exceeding 5 1423 2 _year may he used for
policies issued on or after July 1. 3979;

(b) for any category of ordinary insurance issued on
femaie risksy adjusted premiums and present values w®ay be
calculated according to an age not more than 3 § years
younger than the actual age of the insured;

{c) in calculating the present value of any paid-up
term insurance with accompanying pure endowments If anys
offered as a nonforfeiture benefity the rates of wmortality

assumad may be not more than thoese shown in the
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commissioners LOMRiSSioner®s 1958 extended term insurance
table;

(d) for insurance issued on a substandard basiss the
calculation of any such adjusted premiums and present values
mnay be based on such other table of mortality as may be
specified by the company and approved by the commissionere

(2) After July 1. 1961y any insurer may file with the
commissioner a written notice of its election to comply with
the provisions of this section after a specified date before
January le 1966. After the filing of such notices then upon
such specified date (which shall be the operative date of
this section for such insurer)s this section shall become
operative with respect to the ordinary policies thereafter
issued by such insurere 1f an insurer makes no such
elections the operative daste of this section for such
insurer shall be January ls 19466.7

Section Te Section 33-20-207y MCAe is amended to read:

*33-20~207. Industrial policies -—— wmortality tables.
il) In the <¢sre cof industrial policies issued on or after
the operative date of this section as defined hereiny all
adjusted premiums and present wvolues referred to in this
part shall be calculated on the basis of ecommissioners
commissioner*s 1961 standard intustrial mortality table and
the rate of interest specified in the policy for calculating

cash surrender values and paid-up nonforfeiture benefits

‘l’f‘
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provided that:

{a) such rate of interest shall not exceed 3 1/2X per
annum except that a rate of interest not excesding 4% per
annum may be used for policies issued on or after March 17e
1973y and prior to Jdenuary-}y-1986 July 1la 1979 and a _rate

£ R s 1423 £
policies issued on or after July 1s 1979;

{b} in calculating the present value of any paid-up
term insurance with accompanying pure endowments if anys
offered as a nonforfeiture benefity the rates of wmortality
assumed may be not more than those shown in the
conmissioners COBpissianer®s 1961 industrial extended term
insurance table;

{c} for insurance issued on a substandard basis the
calculations of any such adjusted premiums and present
values wmay be based on such other table of mortality .s may
be specified by the company and approved by the
commissioners

{2) After February 22+ 1965+ any insurer may file with
the commissioner a written notice of its election to comply
with the provisions of this section after a specified date
before January 1ls 1968. After the filing of such notices
then upon such specified date (which shall be the operative
date of this section for such insurer)s this section shall

become operative with respect to the industrial policies

-15-
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thereafter issyed by such insurer. If an insurer makes no
such elections the operative date of this section for such
insurer shall be January L. 1968."

NEM SECTION. Section 8. Short title. [Sections 8
through 20] shall be known as the *Standard MNonforfeiture
Law for Individual Deferred Annuities™.

NEM SECIIOMs Section 9. Application. [ Sections )
through 20] do not apply to any reinsurances group annuity
purchased under a retirement plane or plan of deferred
compensation established or sailntained by an emaployer

{including a partnership or sole proprietorship) or by an

. employee organizations or by bothe other than a plan

providing individual vretirement accounts or individual
retirement annuities under section 408 of the Internal
Revenue Codey as now or hereafter amended: premium deposit
fundy wvariable annuitye iinvestment annuitys immediate
annuitys any deferred annuity contract after annuity
payments have commenceds Or reversionary annuity or to any
contract which s delivered outside this state through an
agent or other representative of the company issuing the
contracte.

NEM SELTION. Section 10 Nonforfeiture provisionse In
the case of contragts issued on or after the operative date
of [sections B through 20] as dafined in [section 20]« no

contract of annuity except as stated in [section 9] shall be

-16-~
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delivered or issued for delivery in this state unless it
contains in substance the following provisions or
corresponding provisions which in the opinion of the
commissioner are at least as favorable to the contract
holderes wupon cessation of payment of considerations under
the contracts

{1} that upon cessation of payment of considerations
under 3 contract the company will grant a paid-up annuity
benafit on a plan stipulated in the contract of such wvatue
as is specified in [sections 13 through 16+ and 18];

{2) that if a contract provides for a Jlump-suam
settlement at maturity or at any other times than upon
surrender of the contrvact at or prior to the commencement of
any annuity paymentss the company will pay in lieu of any
paid-up annuity benefit a cash surrender benefit of such
amount as s specified in [{sections 13s 1&» 16y and 1BJe The
company shall reserve the right to defer the payment of such
cash surrender benefit for a period of 6 months after deaand
therefor with surrender of the contracte.

{3) a statement of the wortality tables if anys and
interest rates used in calculating any minisum paid-up
nnuitye cash surrendery or death benefits that are
guarantead under the  contracts together with sufficient
information to determine the amounts of such benefits;

{%) a statemant that any paid-up annuitys cash

-17-
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surrendery or death benefits that may be available under the
contract are not less than the minimum benefits required by
any statute of the state in which the contract is delivered
and an explanation of the manner in which such benefits are
altered by the existence of any additional amounts credited
by the company to the contracts any indebtedness to the
company on the contracts or any prior withdrawals from or
partial surrenders of the contracte.

NEM SECIION. Section 1l. Exception. Notwithstanding
the requirements of [section 10)]y any deferred annuity
contract may provide that {if no consideration has been
receivaed under a contract for a period of 2 full years and
the portion of the paid-up annuity benefit at maturity on
the plan stiputated in the contract arising from
considevation paid prior to such period would be less <than
$20 monthlys the company may at its option terminate such
contract by payment in cash of the then present value of
such portion of the paid-up annuity benefites calculated on
the basis of the mortality tables if anye and interest rate
specified in the contract for determining the paid-up
annuity benefits and by such payment shall be relieved of
any further obligation under such contracte.

NER SECTIONe Section 12. Minimum nonforfeiture
amountse (1) The minimum values as specified in [sections 13

through 16+ and 18] of any paid-up annuitys cash surrenders

S& 7¥
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or death benefits available under an annuity contract shal)d
be based upon minimum nonforfeiture amounts as defined in
this sectione

{2) (3a) wWith respect to contracts providing for
flexible considerationsy the minirum nonforfeiture amount at
any time at or prior to the commencement of any annuity
payments shall be equal to an accumulation up to such time
at a rate of interest of 3% a year of percentages of the net
considerations (as hereinafter defined) paid prior to such
times decreased by the sum of any prior withdrawals from or
partial surrenders of the contract accumulated at a rate of
interest of 3% a year and the amount of any indebtedness to
the company on the contracte including interest due and
accrueds and increased by existing additional amounts
credited by the company to the contracte

(b} The net consideration for a given contract year
used to define the minimum nonforfeiture amount shall be an
amount not less than Zzero and shall be equal to the
corresponding gross considerations credited to the contract
during that contract year less an annual contract charge of
$30 and less a collection charge of %1.25 per consideration
credited to the contract during that contract year. The
percentages of net consideration shall be 65% of the net
consideration for the first contract year and 87 1/2% of the

net consideration for the second and later contract years.
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Notwithstanding the provisions of the preceding sentences
the percentage shall be 65X of the portion of the total net
consideration for any renawal contract year which exceeds by
not more than two times tha sum of those portions of the net
consideration in all prior contract years for which the
percentage was 65%.

{3) uith respect to contracts providing for fixed
schedule considerations minisum nonfor feiture amounts shall
be calculated on the assumption that consideratfon is paid
annually in advence and shall be defined as for contracts

with flexible payments of consideration which are paid

.annually with two exceptions:

{3} The poartion of the net consideration for the first
contract year to be accumulated shall be the sum of 65% of
the net consideration for the Ffirst contract vyear plus
22 17/2% of the excess of the net consideration for the first
contract year over the lesser of the net considerations for
the second and third contract yearse

{b} The annual contract charge shall be the tesser of
$30 or 10X of the gross annual consideration.

(4) Mith respect to contracts providing for a singtle
considerations minimum nonforfeiture amounts shall be
defined as for contracts with flexible paywents of
consideration except that the percentage of net

consideration used to determine the minimum nonforfeiture

-20-
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amount shall be equal to 90% and the net consideration shall
be the gross consideration less a contract charge of $75.

KEW SECTIONe Section 13. Present value to equal
winimum nonforfeiture amounte Any paid-up annuity benefit
available under a contract shail be such that Iits present
value on the date aanuity paymsents are to commence is at
least equal to the ainimum nonforfeiture amount on that
date. Such present value shal! be computed using the
mortality tables if anys and the interest rate specified in
the contract for determining the minimum paid-up annuity
benefits quaranteed in the contracts

NEH SECTIOM. Section l4« Cash surrender benefitss. For
contracts which provide cash surrender benefitse such cash
surrender benefjits avaitable prior to maturity shall not be
less than the present value as of the date of surrender of
that portion of the maturity value of the paid-up annuity
benefit which would be provided under the <contract at
maturity arising from considerations paid prior to the time
of cash surrender reduced by the amount appropriate to
refiect any prior withdrawals from or partial surrenders of
the contracty such present value being calculated on the
basis of an interest rate not more than 1% higher than the
interest rate specified in the contract for accumulating the
net considerations to determine such maturity valuer

decreased by the amount of any indebtedness to the company
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on the contracts including interest due and accrueds and
increased by any existing additional amounts credited by the
company to the contracte No cash surrender benefit may be
less than the minimum nonforfeiture amount at that timee The
death benefit under such contracts shall be at least equal
to the cash surrender benefit.

MEM_SECTION. Section 15. Paid-up annuyity benefitse
For contracts which do not provide cash surrender benefitse
the present value of any paid-up annuity benefit available
as a nonforfeiture option at any time prior to maturity may
not be tess than the present value of that portion of the
maturity value of the paid-up annuity benefit provided uander
the contract arising frue considerations paid prior to the
time the contract is suriendered in exchange for or changed
to a deférred”paid-up annuitys such present value being
calculated for the period prior to the maturity date on the
basis of the interest rate specified in the contract for
accumulating the net considerations to determine such
maturity value 2and increased by any existing additional
amounts credited by the company to the contracte For
contracts which do not provide any death benefits prior to
tha commencement of any annuity payeentsy such present
values shall be calculated on the basis of such interest
rate and the wmortality table specified in the contract for

determining the maturity value of the paid-up annuity

-22-
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benefit. Howevers the pracent value of a paid-up annuity
benefit may not be loss than Lhe wminieum nonforfeiture
amount at that time.

MEM SECTIfN. Sectiocn lée Maturity datee For the
purpose of determining the henefits calculated under
[sections 14 and 15}y in the case of annuity contracts under
which an election may be made to have annuity payments
commence at optional maturity datass the maturity date is
the 1latest date for which election is permitted by the
contract but may not be later than the anniversary of the
contract next folTowing the annuitent®s TOth birthday or the
10th anniversary of the contracty whichever is later.

MEM SECTIONs Section 1T Statement of noninclusion of
certain death benefitse Any contract which does not provide
cash surrender benefits or does not provide death benefits
at least cqual to the minimum nonforfeiture amount prior to
the commencement of any annuity paymsents shall include a
statement in a prominent place in the contract that such
benefits are not providede

MEH SECTIONa Section 18. Adjusted benefite Any
paid-up annuitys cash surrenders or death benefits available
at any time other than on the contract anniversary under any
contract with fixed scheduled consideration shall be
calculated with allowance for the lapse of time and the

payment of any scheduled consideration beyond the beginning
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of the contract year in which cessation of payment of
consideration under the contract occurse

NEX SECTION. Section 19« Calculation of henefits —
special beneflits excludeds For any contract which providess
within the same contract by rider or supplermentel contract
provisiones both annuity benefits and life insurance benefits
that are in excess of the greater of cash surrender benefits
or & return of the gross consideration paid with interestsy
the minista nonforfeiture benefits shall be equal to the sum
of the wainisum nonforfeiture benefits for the annuity

portion and the minimum nonforfeiture benefitse if anys for

.the life insurance portion computed as if each portion were

a separate contracte Notwithstanding the provisions of
[sections 13 <through 16¢ and 18]s additional benefits
payable in the event of total and persmanent disability or as
reversionary annuity or deferred reversionary annuity
beneflts or as other policy benefits additional to 1life
insurances endowments and annuity benefitse and
considerations for all such additional benefits shall be
di sregarded in ascertaining the wainisum nonforfeiture
amountss paid—up annuitys cash surrendere and death benefits
that may be required by this section. The inclusion of such
additional benefits shall not be required in any paid-up

benefitss unless such additional benefits separately would

require minisum nonforfeiture amount paid-up annuitys cash

-26~
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surrendery and death benefits.

NEM SECTIONs Section 20. Operative date. After July
ls 1979+ any company may file with the commission a written
notice of Its election to comply with the provisions of this
section after a specified date before July 1y 198l. After
the filing of such notices then upon such specified dates
which shall be the operative date of this section for such
companys this section shall become operative with respect to
annuity contracts thereafter issued by such cospany. If a
company makes no such election:s the operative date of this
section for such company shall be July Le 1981.

-End-

-25-

sE iv/



46th Legislature

10

11

12

12

14

is

16

7

18

19

20

21

22

23

25

LC 0385401

Approved by COmmittee
on Business and Industry

BILL NO. ﬂ_
Dottt

BY REQUEST OF THE COMMISSIONER OF INSURANCE

INYROIDUCED BY

A BILL FOR AN ACT ENTITLED: ®AN ACT T0O REVISE THE LAMW
RELATING TO STANDARD VALUATION ANO STANDARD NONFORFEITURE
IN LIFE INSURANCE; PROVIDING FOR ADOPTIGN DF ANNUITY
MORTALITY TABLES AND PERMISSIBLE INTEREST RATES IN VALUATION
OF ANNUITY AND TINSURANCE CONTRACTS; ADOING PROVISIONS
RELATING TO NONFORFEITURE IN INDIVIOUAL DEFERRED ANNUITIESS
AND  AMENDING SECTIONS 33-2~-523 THROUGH 33-2-526y 33-20-201¢

33-20-206+ AND 33-70-207s MCAe™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 33-2-323, MLAr is aeended to read:
"33-2-523. Contracts on or after the operative dote of

33-20-213 -— wvaluatione {1} This section shall apply to only

those policies and contracts issued on or after the

operative date of 33~20-2134 except as otherwise provided in

33-2-524 for group annuity and pure endowsment Ccontractks

issued prior to that datee
(2) Except as otherwise provided in 33-2-5%4, the

minimum standard for the valuation of all such policies oud
contracts shall! be the commissioner®s reserve valuation

method meitiods defined in 33-2-525%y gand  32-2-52613)s _S2
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interest for gJroup annuity and pure endowwent coptracts and
3 172X interesty for all other such policies and contracts
or in the case of policies and contractses other than annuity
and pure endowment contractss issued on or after March 17,

1973+ end-prior—to—danvary-iv—1986v 4&X interest for such

following tables:

{a) for 211 ordinary policies of life insurance issued
on the standard basises excluding any disability and
accidental death benefits in such policiess the
commissioner®s 1941 standard ordinary mortality table for
such policies issued prior to the operative date of
33-20-206+ as amended.s and the commissioner®s 1958 standard
ordinary mortality table for such policies Issued on or
after that operetive dates except that for any category of
such policies issued on female riskse modified net premiums
and present valuesy referred to in 33-2-525 apd_33-2-526&
may be calculateds at the option of the insurer with the
approvalt of the commissioners according to an age younger
than the actual age of the insured;

fb) for all industrial life insurance policies Issued
on the stondard basisey excluding any disability and
accidental death benefits in such policiess the 1941

standard industrial mortatity table for such policies issued

2 g;
%E ADING

SECOND™
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prior to the operative date of 31-20-207e as amendeds ~nd
the commissioner®s 1961 standard industrial mortality table
for such policies Tissued on or 3fter that operative date;

[c} for individual annuity and pure eandowsment
contractse excluding any disability and accidental death
benefits in such policiesy the 1937 standard annuity
mortality table ory at the option of the insurers the
amnuity mortality table for 1949¢ ultimates or any
wodification of either of these tebles approved by the
commissioner;

{d) for group annuity and pure sncdowment contractse
excluding any disability and accidentsl death benefits in
such policiess the group annulty mortality table for 1951y
any modificat¥on of such table approved by the commissioners
ory at thae opiion of the Insurers any of the tables or
modifications of tables specified for individual amnuity and
pure endowment contracts;

{e@) (i) fer total and permanent disability benefits in
or supplementary to ordinary policies or contracts:

{A) for jolicies or contracts issved on or after
January Is 1966. the tablas of period 2 disablesent rates
and the 1930 to 1950 terwmination rates of the 1952
disabitlity study of the society of actuaries, with due
regard to the type of benefit;

{B} for policies or contracts issued on or after
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January 1v 1951s and prior to January ls 1966+ either such
tables ors at the option of the insurers the class 3
disability toble (1926); and

(C) for policies issued prior to January 1. 1961s the
class 3 disability table (1926);

{ii) any such table shalle for active livess be
combined with 2 mortality table perwmitted for calculating
the reserves for'life insurance policies;

{f) (i) for accidental death benefits in or
suppliementary to policies:

(A) for policies issued on or after January 1ls 1966«
the 1959 accidental death benefits tablej

(B8} for policies issued on or after January ly 1961+
and prior to January ls 1966 either such tabla ors at the
option of the insurery the intercompany double indemnity
mortality table; and

{C) Ffor policies issued prior to January ls 1961 t
intercompany double indemnity wortality table;

{ii) either table shall be combined with a mortality
table permitted for calculating the reserves for life
insurance policies;

(g} for group life insurancer life insurance issued on
the substandard basis and other special benefitsy such
tables as may be approved by the commissioner.”

Section 2. Section 33-2-524y HCAs is amended to read:

-



10

i1

12

13

14

15

1o

17

18

19

20

21

22

23

24

25

LC 0385701

#33-2-524. Individual and group annuity and pure
endowment contfacts -~ valuatione (1) The wminimum standard
for the wvaluation of 2all individual annuity and pure
endowment contracts issued on gr after fthe operative date
of this sectionds as defined hereines and for 311 annuities
and pure endowments purchased on or after that operative
dates under group annuity and pure endowment contracts shall
be the commissioner®s reserve valuation method gmethgds
defined in 33~2—-525 and the following +tables and interest
rates:

{a) for individual annuity and pure endowment
contracts issued prior to Janvery—kv-—3386 July 1a: 1979
excluding any disability and accidental death benefits in
such contractss the 1971 individual annuity mortality table
or any eodification of this table approved by the
commissioner and 6% interest for single premiur imwcdiate
annuity contracts and 4% interest for all other individual
annuity and pure endowment contracts;

(b} ¢for—-individuai—annuity-——snd———pure——-endowrent
contrecta--issuwed-on—or-after—Jonvery-ty-1986v-exctuding-eny
d+eabitity—end-aceidental-deeth-benefies-in-such—-contractsy
the-——19Ft-—-—individuni-~—ennuity-——moreatity——toblte—or--any
modification—of-the-table-approved-by-the-—conmizsionsr-—and
3-1y2%-—¥nterestt for individual single premius issediate

anpuity contracts issued go or after July 1s 1979. excluding
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te¥id) for all annuities and pure endowments purchased
prior to Jdenvery-1vr-1986 July lx 1979y under group annuity
and pure endowmeont contractsy excluding any disability and
accidental death benefits purchased under such contractss
the 1971 group annuity mortality table or any wmodification
of the table approved by the commissioner and 6X interest;

t4{e} for all annuities and pure endowments purchased
on or after demuary--kv--1986 Juiy 1e 1979+ under qgroup
annuity and pure endowwment contracise excluding any
disability and accidental death benefits purchased under
such contractss the 1971 group annuity mortality table or

any modification of this table approved by the commissioner

-,



oW N e

o

10
11
12
13
14
15
16
17
18
19
20

21

23
24

25

LC 0385701

and 34728 1 _1/2% intereste.

{2) After HMarch 1T+ 19739 any insurer may file with
the commissioner a written notice of its election to coamply
with the provisions of subsection (1) after a specified date
tefore January le 1979s which shall be the operative date of
subsection (1) for such insureres An insurer may elect a
different operative date for individuval annuity and pure
endowmant contracts from that elected for group annuity and
pure endowment contractse If an insurer makes no such
eluctions the operative date of this section for such
insurer shall be January Ly 1979."

Section 3« Section 33-2-525s MCAy is amended to rvead:

"33~2-525- Commissioner®s reserve valuation asethod.
{1} Reserves Excepl as.otherwise provided in subsection . (33
and  33-2-5264{3)s _raseryes according to the commissioner®s
reserve valuation wmsethods for the 1life insurance and
sndowmaent benefits of policies providing for a unifore
amount of insurance and requiring the payment of unifcrm
premiumsy shall be the excaesse if anye of the present values
at the date of valuations of such future guaranteed benefits
provided for by such policiess over the then present value
of any future modified net premiums therefore The wmodified
net premiums for any such policy shall be such uniform
percentage of the respective contract premiums for such

benefits that the present values at the date of issue of the
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policys of all such modified net premiuas shall be equal to
the sum of the then present value of such benefits provided
for by the policy and the excess of {a) over {b)s as
followss:

{3) a net level annual premium equal to the present
values at the date of issues of such benefits provided for
after the first policy years divided by the present value,
at the date of issue of an annuity of one per annum payable
on the first and each subsequent anniversary of such policy
on which a premium falls due; provideds however. that such
net level annual premium shall not exceed the net level
annual premiums on the 19-year premium whole life plan for
insurance of the same amount at an age 1 year higher than
the age at issue of such policy;

{by a -met l-year term -premium for such benefits
provided for in the first policy years

{2) Reserves according to the commissioner®'s reserve

valuation method for the following shall be calculated Ry 2

{a) Vlife insurance policies providing for a3 varying
amount of insurance or requiring the payment of wvarying

premiumsyy

-0~
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ih)_ group annuity and pure endowment contractsy

purchased under a retiregent plan or plan of deferrad

employee  organlizations .or by bothe otber than a plan
retiresent anounities under section 40B of _the Interaal
Revenue Codes as now or hareafter asandeds

1c) disabitity and accidental death benefits In all
policies and contractsyi and

Id} all other benefitss except life Iinsurance and
endowment benefits in life Insurance policiesy—shalt-—be
esteud ated—by——e—-method—consistent-with-the-prineiptes-of
this-sectiony-except—that—any-extrao-presiums—charged-becsuse
ef-impairnents—or—speciot-hozerda-shoti—be--disregerded——in
the-——determination—of-—modified-—net-—premiuss and benefits
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of such contracts to determipe ponforfeiturg valuesa®
Section 4. Section 33-2-526e¢ MCAy is amended to read:
®33-2-526« Limits -- options -— deficieney ainimyn
reservese (1) In no event shall an insurer®s aggregate
reserves for al} life insurance policiess excluding
disability and accidental death benefitsy be less than the

aggregate reserves calculated in accordance with the method

w S Ad
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methods set forth in 33-2-525 god _subscection (31 of this
section and the mortality table or tables and rate or rates
of_intafast used in calculating nonforfeciture benefits for
such policies.

{2) Reserveas for any category of pcliciess contractse
or benefits as established by the commissioner may be
calculated at the option of the insurer according to any
standards which produce greater aggregate reserves for such
category than those calculated according to the minimua
standard herein provideds but the rate or rates of interest
used for policies and contractss other than annujty and gure
endowment _contractss shall not be higher than the
corresponding rate or rates of interest used in calculating
any nonforfeiture benefits provided for thereine. Providedy
ho-evefv—ihot—-fesirvos-#or-pertieipating——iife-—insuronee
potictes—moyy-——with—the—consent—of-—the—commissionery-be
caltuieted-uccording-te-e-rate-of—interest-—tover——then—the
rete—of-—interest—used—in-—coleuinting—the-nonforfeiture
benefi e in-such-poticiesv—if-sueh-tower—rote-—differs—Ffrea
the--rate—used—in—the—celcuintion—of-—the—nonforfeiture
btnef+ts-by—-ero—than-ifi-of—ilv-tha——éns-r.f--islufng-—sueh
potictes——sheit—Fitle—with-the-commissioner-o-plonrpreviding

for-such—equitoble—increasesy—ifanyv—in-the-cash——surrender
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t3) If iog any contract year the gross premium charged
by any 1life insurer on any policy or contract is less than
the yaluation net premium for the policy or contract
according—to——the-—mortolity—toblevr—rate-—of—interesty-ond
calculated by the method used in calculating the reserve
thereons there-—sheadi——be—-mainteined--on-—such--peticy—or
controct-a-deficiency—reserve-—in——eaddition-—to--oH—-other
reserves--reguired—by—tews—For—eoch—sueh—policy-or—-contrace
the—deficiency-researve—shalt-be—the-present—velvey-sceording
to—sueh-stonderdv—of-amrannuity-of—-the-—difference-—between
such—net—prenivi-ond-the—presiun-chorged-for—such-poticy-or
controcty-running-for-the-remoinder——of——the——premitn—paying

Section S« Section 33-20-20ly MCAy is amended to read:

®33-.20-201« Short title. This part shall be known as

-l12-
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wEme the ®Standard Nonforfeiture Law for Life Insurance®.®=

Section 6« Section 33-20-206s MCAe is amended to read:

®33-20-206e Mortatity tables —-— policies issued after
operative date. (1) In the case of ordinary policies issued
on or after the operative date of this section 3as defined
hereins all adjusted premiums and present values referred to
in this part shall be calculated on the basis of the
eomnntasioners commissioner®s 1958 standard ordinary
mortality table and the rate of interest specified in the
poticy for calculating cash surrender values and paid-up
nonforfeiture benefitss provided that:

ta) such rate of interest shall not exceed 3 172X per
annums except that a rate of interest not exceeding 4% per
annum may be used for policies issued on or after March 17
1973y anc prior to Jenvary—hw—3986 July ls 1979 and a rate
of interest not exceeding 5 1/2% a .year may be used for
policies issued on or after July ls i9793

(b} for any category of ordinary insurance issued on
female risksy adjusted premiums and present values wmay be
calculated according to an age not more than 3 § years
younger than the actual age of the insured;

f{c) in calculating the present value of any paid-up
term insurance with accompanying pure endowmenty 1f anye
offered as a nonforfeiture benefity the rates of wmortality

assumed may be not more than those shown in the
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cowmiasioners copmissioper®s 1958 extended term insurance
table;

(d) for insurance issued on a substandard basise the
calculation of any such adjusted preamiums and present values
msay be based on such other table of wortality as may be
specified by the coapany and approved by the commissionera

{2) After July le 196is any insurer may file with the
commissioner a3 written notice of its election to comply with
the provisions of this section after a2 specified date before
January le 1966e After the filing of such notices then upon
such specified date {(which shall be the operative date of
this section for such insurer)s this section shall become
operative with respect to the ordinary policies thereafter
issued by such insurere If an insurer makes no such
electione <the operative date of this section for such
insurer shall be January le 1966.%

Section Ts Section 33-20-20T» MCAy is amended to read:

®33-20-207. Industrial policies — wmortality tables.
(1) En the case of industrial policies issued on or after
the operative date of this section as defined hereiny all
adjusted premiums and present values referred to in this
part shall be calculated on the basis of cossmissioners
commissiaper®s 1961 stendard industria)l mortality table and
the rate of interest specified in the policy for calculating

cash surrender values and paid-up nonforfeiture benefits

v SB 9y
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provided that:

(a) such rate of interest shall not exceed 3 172X per
annum axcept that a rate of interest not exceeding 4T per
annum may be used for policies issued on or after March 17,
1973+ and prior to Jenwery-3vy—3986 July 1 1979 and a3 cate

£ _int : : i s 1223 ¢
pelicies issuad on or after July s 1979

{b) in calculating the present value of any paid-up
term insurance with accompanying pure endowmente If anye
offered as a nonforfeiture denefity the rates of msortality
assumed nay be not more than those shown in the
commisrioners CONBissioner®s 1961 industrial extended ters
insurance table;

(c) for insurance issued on a substandard basis the
calculations of any such adjusted premiums and present
values w=may be based on such other table of wmortality as wmay
be specified by the company and approved by the
commissionere

{2) After February 22+ 1965, any insurer may file with
the commissioner a written notice of its election to comply
with the provisions of this section after a specified date
before January lIe 1968« After the filing of such notices
then upon such specified date (which shall be the operative
date of this section for such insurer}s this section shall

becomwe operative with respect to the industrial policies
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thereafter issued by such iasurere If an insurer amakes no
such elections the operative date of this section for such
insurer shalt be January 1s 1968."%

NENM SECIION. Section B. Short title. ({Sections B8
through 20] shall be known as the ™"Standard Nonforfeiture
Law for Individual Deferred Annuities®.

MEM SECTINMNs Section 9. Application. [ Sections B
through 20} do not apply to any reinsurances group annuity
purchased under a retirement planes or plan of deferred
compensation established or maintained by an employer
{including a partnership or sole proprietorship) or by an
employee organizatione or by bothe other than a plan
providing individua!?! retirement accounts or individual
retirement annuities under section 408 of the Internal
Revenue Codes as now or hereafter amendeds premium deposit
funds variable annuitye investment annuitys immediate
annuitye any deferred annuity contract after annuity
payments have commenceds Or reversionary anauity or to any
contract which is delivered outside this state through an
agent or other representative of the company issuing the
contracte.

NEM SECTION. Section 10. Nonforfeiture provisions. In
the case of contracts issued on or after the operative date
of [sections 8 through 20] as defined in [section 20}+ no

contract of annuity except as stated in [section 9] shall be

-16—-
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delivered or issued for delivery in this state unless it
contains in substance the following provisions or
corresponding provisions which in the opinion of the
commissioner are at least as favorable to the contract
holders upon cessation of payment of considerations under
the contract:

{1) that upon cessation of payment of coasiderations
under a contract the company will grant a paid-up annuity
benefit on a plan stipulated in the contract of such value
as is specified in [sections 13 through 16y and 18];

{2} that if @2 contract provides for a lump~sua
settlement at maturity or at any other timey than wupon
surrender of the contract at or prior to the coamencement of
any annuity paymentss the company will pay in lieu of any
paid-up annuity benefit a cash surrender benefit of such
amount as is specified in [sections 13y 14y 16y and 18]« The
company shall reserve the right to defer the payment of such
cash surrender benefit for a period of 6 months after demand
therefor with surrender of the contract.

(3} a statement of the mortality tables if anye and
interest rates used in calculating any minimum paid-up
annuitys cash surrendery or death benefits that are
quaranteed under the contracte together with sufficient
information to determine the amounts of such benefits;

{4) a statement that any paid-up annuityy cash

-17-
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surrenders or death benefits that may be available under the
contract are not less than the minimum benefits required by
any statute of the state in which the contract is delivered
and an explanation of the mamner in which such benefits are
altered by the existence of any additional amounts credited
by the company to the contracte any indebtedness to the
company on the contracty or any prior withdrawals from or
partial surrenders of the contracte

MEW SECTIGN, Sectfon lle Exceptione Notwithstanding
the requiresents "of [section 1C]s any deferred annuity
contract may provide that if no consideration has been
received under a contract for 3 period of 2 full years and
the portion ¢f the paid-up annuity benefit at wmsaturity on
the plan stipulated in the contract arising from
consideration paid prior to such period would be 1less than
$20 monthlys the company msay at its option terminate such
contract by payment in cash of the then present value of
such portion of the paid-up annuity benefite calculated on
the basis of the mortality tablee if anys and interest rate
specified in the contract for determining the paid-up
annuity benefits and by such payment shall be reVieved of
any further obligation under such contracte.

NEM SECTIONe Section 12. HMinisua nonforfeiture
amountse {1) The minimum values as specified in {sections 13

through 1lb6s 2nd 18] of any paid-up annuitye cash surrenders,
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or death benefits available under an annuity contract shall
be based upon minimum nonforfeiture amounts as defined in
this sectione

{2) (a) NWith respect to contracts providing for
flexible considerationse the minisum nonforfeiture amount at
any time 2t or prior to the commencement of any annuity
payments shall be equal to an accumulation up to such time
at a rate of interest of 3% a3 year of percentages of the net
considerations (as hereinafter defined) pald prier to such
tivwee decreased by the sum of anf prior withdrawals from or
partial surrenders of the contract accumulated at a3 rate of
interest of 3X a year and the amount of any indebtedness to
the company on the <contracty including interest due and
accrueds and increased by existing additionsl amounts
credited by the company to the contracte.

(b} The nmet consideration for a given contract vyear
used to define the minisus nonforfeiture asount shall be an
amount not less than zero and shall be equal to the
corresponding gross considerations credited to the contract
during that contract year less an annual contract charge of
$30 and less a collection charge of $l.25% per considerstion
credited to the contract during that contract yeare The
percentages of net consideration shall be 65% of the net
consideration for the first contract year and 87 1/2% of the

net consideration for the second and later contract yearses
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Notwithstanding the provisions of the preceding sentencer
the percentage shall be 65% of the portion of the total net
consideration for any renewal contract year which exceeds by
not more than twe times the sum of those portions of the net
consideration in all prior contract vyears for which the
percentage was 65%.

{3) With respect to contracts providing for fixed
schedule considerations winisum nonforfeiture amounts shall
be calculated on the assumption that consideration is paid
annually in advance and shall be defined as for contracts
with flexible payments of consideration which are paid
annually with two exceptions:

{a) The portion of the net consideration for the first
contract year to be accumulated shall be the sum of 65% of
the net consideration for the first contract year plus
22 172% of the excess of the net consideration for the first
contract year over the ltesser of the net considerations for
the second and third contract years.

{b) The annual contract charge shall be the lesser of
$30 or 10X of the gross annual considerations

{4) Mith respaect to contracts providing for a single
considerations minimum nonforfeiture amounts shall be
deflned as for contracts with flexible payments of
consideration except that the percentage of net

consideration used to determine the minimum nonforfeiture
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amount shall be equal to 90% and the net consideration shall
be the gross consideration less a contract charge of $75.

NEW SECTIION. Section 13, Present value to equal
minioum nonforfeiture amounte Any paid-up annuity benefit
available under a contract shall be such that its present
value on the date annuity payments are to commence is at
least equal to the wminimum nonforfeiture amount on that
datee Such present wvalue shall be cosputed using the
mortality table, if anys and the interest rate specified in
the contract for determining the minimum paid-up annuity
benefits guaranteed in the contracte

NEW SECTIOHa Section l4e. Cash surrender benefits. For
contracts which provide cash surrender benefits, such cash
surrender benefits available prior to maturity shall not be
less than the present value as of the date of surrender of
that portion of the maturity value of the paid-up annuity
penefit which would be provided under the contract at
maturity arising from considerations paid prior to the time
of cash surrender reduced by the amount appropriate to
reflect any prior withdrawals from or partial surrenders of
the contracts such present value being calculated on the
basis of an interest rate not more than 1% higher than the
interest rate specified in the contract for accumultating the
net considerations toe determine such maturity values

decreased by the amount of any indebtedness to the company
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on the contractsy inciuding interest due and accrueds and
increased by any existing additional amounts credited by the
company to the contracte No cash surrender benefit may be
less than the minimum nonforfeiture amount at that time. The
death benefit under such contracts shall be at least equatl
to the cash surrender benefite.

NEW SECTION. Section 15« Paid-up annuity benefitse.
For contracts which do not provide cash surrender benefitsy
the present wvalue of any paid-up annuity benefit available
as a nonforfeiture option at any time prior to maturity may
not be less than the present value of that portion of the
maturity value of the paid-up annuity benefit provided under
the contract arising from considerations paid prior to the
time the contract is surrendered in exchange for or changed
to a deferred paid-up amnuitys such present wvalue being
calculated for the period prior to the maturity date on the
basis of the interest rate specified in the contract for
accumulating the net considerations to deteraine such
maturity value and increased by any existing additional
amounts credited by the company to the contracte. For
contracts which do not provide any death benefits prior to
the commencement of any annuity paymentsy such present
values shall be calculated on the basis of such interest
rate and the mortality table specified in the contract for

determining the maturity value of the paid-up annuity
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benefite Howevers the present value of a paid-up annuity
benefit may not be Jess then the wminimum nonforfeiture
amount at that time.

NEW_SECTION, Section 16. Maturity datee For the
purpose of determining the benefits calculated under
[sections 14 and 15}y in the case of apnuity contracts under
which an election may be =®made to have annuity payments
commence 3t optional wmaturity datess the maturity date is
the Jlatest date for which election is persitted by the
contract but may not be later than the anniversary of the
contract next following the annuitant®s TOth birthday or the
10th saniversary of the contracte whichever is latere

NEM_SECTIDN. Section 17« Statement of noninclusion of
certain death benefitse Any contract which does not provide
cash surrender benefits or does not; provide de#th benefits
at least equal to the sinimus nonforfeiture amount prior teo
the commencement of any annuity paymsents shall lJnclude a
statement in a prominent place in the contract that such
benefits are not providede.

MEM SECTION,. Section 1l8. Adjusted benefit, Any
paid-up annuitys cash surrenders or death benefits available
at any time other than on the contract anniversary under any
contract with fixed scheduled consideration shall be
caltculated with allowance for the lapse of “time and the

payment of any scheduled consideration beyond the beginning
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oi ihe contract year in which cessation of paysent of
consideration under the contract occurse

NEM SECLTION. Section 19« CLalculation of benefits ——
special beneflits excludede For any contract which providess
within the same contract by rider or supplemental contract
provisions both annuity benefits and life insurance benefits
that are in excess of the greater of cash surrender benefits
or a return of the gross consideration paid with interests
the minioue nonforfeiture benefits shall be equal to the sum
of the ainimum nonforfeiture benefits for the annuity
portion and the minimum nonforfeiture benefitsy if anys for
the life insurance portion computed as if each portion were
a separate contracte Notwithstanding the provisions of
[sections 13 through 16+ and 18]+ additional benefits
payable in the event of tota) and permanent disability or as
reversionary annuity or deferred reversionary annuity
benefits or as other policy benefits additional to life
insurances endowment and annuity benefitse aud
considerations for all such additional benefits shall be
di sregarded in ascertaining the wminimum nonforfeiture
amountse paid-up annuitys cash surrenders and death benefits
that may be required by this sectione The inclusion of such
additional benefits shall not be required in any paid-up
benefitse unless such additional benefits separately would

require w®minimum nonforfeiture amount paid-up annuitys cash

-24-
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surrendery and death benefits.

NEM_SECYION. Section 20. Operative date. After Jjuly
i» 1979+ any company mnay file With the commission a written
notice of its election to comply with the provisions of this
section after a specified date before July 1y 198l. After
the filing of such notices then upon such specified dates
which shall be the operative date of this section fur such
companys this section shall become operative with respect to
annuity contracts thereafter issued by such companye If a
company makes no such elections the operative date of this
section for such company shall be July ls¢ 198l.

~End-
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1L no. FL
INTRODUCED BY DW

BY REQUEST OF THE COMMISSIONER OF INSURANCE

A BILL FOR AN ACT ENTITLED: WAN ACT TO REVISE THE LAM
RELATING TO STANDARD VALUATION AND STANDARD NONFORFEITURE
IN LIFE INSURANCE; PROVIDING FOR ADOPTION OF ANNUITY
MORTALITY TABLES AND PERMISSIBLE INTEREST RATES IN YALUATION
GF ANNUITY AND INSURANCE CONTRACTS: ADCING PROVISIONS
RELATING TO NONFORFEITURE IN INDIVIDUAL DEFERRED ARNUITIES;
AND AMENDING SECTIONS 33-2-523 THROUGH 33~2-5264 33-20-201s

33-20-206s AND 33-70-207+ MCA™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Secticn le Section 33-2-$Z3s+ MLAy is apended to read:
"33-2-523, Contracts on or after the operative date of

33-20-213 -- valuatione (1) This section shall apply to only

those policies and contracts issued on or after the

operative date of 33-20-213+ except as otherwise provided in

33-2-524 for group annuity and pure aendowment contracts

issued prior to that datee
{2) Except as otherwise provided In 33-2-524+ the

minimum standard for the valuation of all such policies and
contracts shall be the commissioner's reserve valuation

method methods defined in 33-2-525vy gnd  32-2-9526(3)¢ 53
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interest for group annuity and pure endowsent contracts and
3 1/2% interesty for all other such policies and contracts
or in the case of policies and contractse other than annuity
and opure endowment contracts, issued on or after March 17,
1973+ end-prior-to—Janvery-3v-1986y 4X interest for such

Yici g ! i to July la 1979 1 & 1/2% int :
for such policies jssued on or after July Is I979» and the
following tables:

(a) for 211 ordinary policlies of Vife insurance issued
on the standar& basise excluding any disability and
accidental death benefits in such policiess the
commissioner®s 1941 standard ordinary mortality table for
such policlies issued prior to the operative date of
33-20-206+ as amendeds and the commissioner®s 1958 standard
ordinary mortality table for such policies Issued on or
after that operative dates except that for any category of
such policies issued on female riskse modified net premiums
and present valuesy rveferred to in 33-2-525 apnd 33-2-526+
may be calculateds at the option of the insurer with the
approval of the commissionere according to an age younger
than the actual age of the insured;

(b) for all industrial Vife insurance policies issued
on the standard basise excluding any disability and
accidental death benefits in such policiess the 1941
standard industrial wmortality table for such policies issued

S B G4
-2- - i 7;
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prior to the operstive date of 33-20-207, as amsendeds and
the commissioner®s 1961 standard industrial mortality table
for such policlies issued on or after that operative date;

{c)} for individual annuity and pure endowment
contractse excluding any disability and accidental death
benefits in such policiess the 1937 standard annuity
mortatity table ors at the option of the iasurers the
annuity wortslity table for 1949y vultimates or any
sodification of elther of these tables approved by the
commissioner;

(d} for group annuity and pure endowment contractse
excluding any disability and accidental death benefits in
such policiess the group annuity sortality table for 1951
any modificat¥on of such table approved by the commissioners
ors at the opcion of the lnsur;r- any of the tables or
wodifications of tables specified for individual amnuity and
pure endowment contracts;

{e) {i) frr total and permanent disability benefits in
or supplementary to ordinary policies or contracts:

{A} for olicies or contracts issued on or after
January 1« 1956, the tables of period 2 disablement rates
and the 1930 to 1950 teraination rates of the 1952
disability stud& of the society of actuariese with due
regard to the type of benefit;

{B) for policies or contracts issued on or after
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January 1y 1961+ and prior to January ls 1966+ either such
tables ory at the option of the insuref- the class 3
disabitity table (1926)}; and

(C) for policies issued prior to January 1y 1961s the
class 3 disability table {1926)3

(1i) any such table shalls for active 1livess be
combined with a mortality table permitted for calculating
the reserves for life insurance policies;

{(f) (i) for accidental death benefits in or
supplementary to policies:

(A} for policies issued on or after January 1ls 1966y
the 1959 accidental death benefits table;

(8) for policies issued on or after January ls 1961,
and prior to January ls 1966» either such table ore at the
option of the insureres the intercompany double indemnity
mortality table; and

{C} for policies issued prior to January ls 1961y tt
intercompany double indemnity wmortality table;

(ii) either table shall be combined with a mortality
table permitted for calculating the reserves for 1life
insurance policiess;

{g) for group life insurances life insurance issuved on
the substandard basis and other special benefitss such
tables as may be approved by the commissionere”™

Section 2. Section 33-2-524¢ MLCAy is amended to - 3d:

-ty
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®#33-2-524« Individual and group annuity and pure
endowment contracts — valuatione (1) The wminimum standard
for the wvaluation of all individual anmuity and pure
endowment contracts issued on gr_after fthe operative date
of this section]s as defined hereins and for all annuities
and pure endowments purchased on or after that operative
dates under group annuity and pure endowment contracts shall
be the commissioner's reserve valuation wethod pgethods
defined in 33-2-525 and the following tables and interest
rates:

(a) for individual annuiiy and pure endowsent
contracts issued prior to dJenwery—3iv-—1986 July ls _1%77%»
excluding any disability and accidental death benefits in
such contractsy the 1971 individual annuity mortality table
or any modification of this table approved by the
commissioner and 6% interest for single p;eliUl iwmediate
annuity contracts and 4% interest for all other individual
annuity and pure endowment contracts;

{b} fer——individuat-—onnuity-——ond——pure———endownent
contracts-—issued-on—or-after—denvery—iv-1986v-excltuding-eny
¢ snb+ i ty-ond—aecidented-desth—benefita—in—such-—contrectsy
the-—19Ft——ndividuat-——annuity—nortetity-——tatte-—or——ony
modifiention—of-the-tabie-opproved-by—the-~coanissioner-—ond
3-iy2n-—interestt for individual single premius isaediate

. . ) £ Jly Ls 1979 Ludi

-5

ot WM e W N

O @ =

10
11
12
13
14
15
16
17
i8
19
20
21
22
23
24

25

LC 0385/01

individual aonuity and pure sendowsent cootractss

tedid) for all annuities and pure endowments purchased
prior to Jonwery-iv—3586 July Iw 1919y under- grovp-annuity
and pure endowment contractss excluding any disability and
accidental death beneflts purchased under such contractse
the 1971 group annuity sortality table or any wmodification
of the table approved by the comissioner and 6X interest;

td3{e} for all annuities and pure endowments purchased
on or after dJenvery——dv--3986 july s _1279%¢ under group
anhuity and pure endowment contractss excluding any
disability and accidental death benefits purchased under
such contractse the 1971 group annuity mortality table or

any modification of this table approved by the commissioner

ae 56 97
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and 328 ] Q/2% intereste

(2) After Narch 1Te 1973s any insurer wmay file with
the commissioner 3 written notice of its election to comply
with the provisions of subsection (1) after a specified date
before January ls 1979, which shall be the operative date of
subsection (1) for such Insurere. An insurer may slect a
different operative date for individual annuity and pure
endowment contracts from that elected for group annuity and
pure endowment contractse If an insurer msakes no such
eloctions the operative date of this section for such
insurer shall be January 1e¢ 1979."

Section 3. Section 33-2-525+ MCAe Is asended to read:

"33-2-52%. Commissioner®s vreserve valuation wmethod.
(1) Reserves Exsnn:_a:_asnn:uzss_n;nxidnd_in.suhsn::inn;.izl
ang.  33-2-926{3)s _ressrwes acfording to the commissioner®s
reserve valuation wmethodes for the life Insurance and
endowment benefits of policies providing for a unifora
amount of Iinsuramce and requiring the paymwent of unifora
premiumsy shall be the excesse If anys of the present values
at the date of valuations of such future guaranteed benefits
provided for by such policiess over the then present value
of any future modified net premiums therefore. The wodified
net premiums for any such polticy shall be such uniform
percentage of the respective contract gpremiums for such

benefits that the present values at the date of issue of the
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policys of all such modified net premiums shall be equal to
the suw of the then present value of such benefits provided
for by the policy and the excess of (a) over (b)s as
followss:

(a) & net level annual premium equal to the present
valuey at the date of issues of such benefits provided for
after the first policy years divided by the present valuee
at the date of issue of an annuity of one per annum payable
on the first and each subsequent anniversary of such policy
on which a premium falls due; provideds howevers that such
net level annual premium shall not exceed the net level
annual premium on the 19-year premium whole 1ife plan for
insurance of the same amount at an age 1 year higher than
the age at issue of such policy;

(b} s net 1-year term premium for such benefits
provided for in the first policy year.

{2) Reserves according to the commissioner®s reserv-
valuation wmethod for the following shall be calculated by a

; jncinl £ thi ti
axcept. that any extra premiuss charged because of
impairmsents or special hazards shall be disregarded in the
determinatioo of modified net premiums:

fa) Vife insurance policies providing for a varying
amount of insurance or requiring the payment of varying

premiumsyy
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1b) _graoup Jnnuity and pure endowment contractsy

ic) disability and accidental death benefits in al?l
policies and contractsei and

£d) ail other benefitss except life insurance and
endowment benefits in life insurance policiesy—shadd—pe
cateudated—by—e——-method-—consistent-with-the—-principtes—of
this-sectiony—except-thet-eny-extra-prewniuns-charged-beecnuse
ef —tupeiraents-or-speciot-harards—shoti—be——disregarded—in
the--determination-——of-——modified-——net-—premniums ané;hgngljzs
arovided by all other anouity and pure endowsent confractse
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Section 4« Section 33~2-526+ MCAe is amended to read:

#33-2-526a Limits -— options -— deficirency ainizsum

reservese {1} In no event shall an iInsurer®s
reserves for all 1ife insurance policies,
disability and accidental death benefitse be less

aggregate reserves calculated in accordance with

e 5B

aggregate
excluding
than the

the method

74
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seihods set forth in 33-2-525 and subsection {3) of this
section and the mortality table or tadbles and rate or rates

of interest used in calculating nonforfeiture benefits for
such policiess

(2) Reserves for any category of policiess contractse
or benefits as established by the cosmissioner may be
calculated at the option of the insurer according to any
standards which produce greater aggregate reserves for such
category than those calculated according to the minimum
standard herein provideds but the rate or rates of interest
used for golicins and contractss other than aoouity and pure
endovment contraciss shall not be higher than the
corresponding rate or rates of interest used in calculating
any nonforfeiture benefits provided for therein. Providedy
howevery-that-—reserves—for—participeting—tife-—insurance
poticies—mayy—witih—the—consent—of—the-conmissionery-be

rete—of—interest—used—in—calcutating—the-nonforfeiture
benefits—in—such-—poticiesv-if-such—tover-roate--differs—from
the—reote——used——in—the—ceicutation—of—the-nonforfeiture
benefita-by-more-then—iryi-of-ifivy-the——insurer-—issuing——such
poticies——shali—Fite—with—the-commissioner—o—plen-providing
for—such—equiteble—increasesvy—if-anyv—in—the-cash—surrender
votues—and--nonforfeiture-——-bdenefits—in-svch-poticies-as—the

commissioner—ashall-approvew
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(3) If io any contract year the gross premium charged
by any 1life insurer on any policy or contract is tess than
the yaluyation net premium for the policy or contract
seeording—~to——the—~mortetity——tebier——rate-of-interestv-snd
calculated hy the method used in calculating the reserve
thereons there—shali—be——maintoined-—on——-such-—poticy——or
contreoct-e—deficiency--reserve-—in-—sddition--to-—ati--other
reserves-—requived—by-taww—-For—ensch-such—poticy-or-contrect
the—deficieney-reserve—-shelil-be~the-present—veatvevr—aceording
to-sueh—stenderdv-of-asn—annuity-of--the——difference——between
svch—net—presivn—end-the-presirmm—charged-for—such—-poticy-or
controcty-rumning-for-the-remeinder——of—the——premtum—paying
peried hut using the winisus valuation standards of
for such policy er contract shall he the greater of either

Section 5« Section 33-20-201y MCAs is amended to read:

"33-20~201le Short titlee This part shall be known as

-12-
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2fne the ®Standara Nonforfeiture Law for Life Insurance®.s"

Section 6. Section 33-20-206s MCAs is amended to read:

®33-20-206« Mortality tables -— policies issued after
operative datee [1) In the case of ordinary policies issued
on or after the operative date of this section as defined
hereins all adjusted prewmiums and present values referred to
in this part shall be calculated on the basls of the
conntasioners camnissioner®s 1958 standard ordinary
mortality table and the rate of interest specified in the
polticy for calculating cash surrender values and paid-up
nonforfeiture benefitss provided that:

(a) such rate of interest shall not exceed 3 172X per
annums except that a rate of interest not exceeding 4X per
annum may be used for policies issued on or after March 17
1973y and prior to dJenvery-iv-2986 July la 1979 .and a rate
policies issued on or after July 1. 197%3;

(b) for any category of ordinary insurance issuved on
female risksy adjusted premsiums and present values may be
calculated according to an age not eore than 3 & years
younger than the actual age of the insured;

(c) in calculating the present value of any paid-up
term insurance with accompanying pure endowments If anye
offered as a nonforfeiture benefity the rates of mortality

assumed may be not more than those shown in  the

-13-
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commissioners CcopRissiaoner®s 1958 extended term insurance
tables

(d) for insurance Issued on 3 substandard basise the
calculation of any such adjusted premiums and present values
may be based on such other table of wortallity as say be
specified by the company and approved by the commissionere

{2) After July ls 1961y any insurer may file with the
commissioner a written notice of its election to comply with
the provisions of this section after a specified date before
January ly 1966« After the filing of such notices then upon
such specified date (which shall be the operative date of
this section for such Insurer)e this section shall become
operative with respect to the ordinary policies thereafter
issued by such insurere If an Insurer makes no such
eleactions the operative date of this section for such
insurer shall be January le 1966."

Section T« Section 33-20-207Ts MCAy is amended to read:

"33-20-207. Industrial policies — wmortality tables.
t1) In the case of industrial policies issued on or after
the operative date of this section as defined hereins all
adjusted premiums and present values referred to in this
part shall be calculated on the basis of cemmissioners
comeissianar®s 1961 standard industrial sortality table and
the rate of interest specified in the policy for calculating

cash surrender values and paid-up nonforfeiture benefits

—14— 5 ? 7[

Y,



© @ =W Ot oM o W N

[ T R R R T
v e =N > WM W N O

20
21
22
23
24

LC 03a85/01

provided that:
{a) such rate of interest shall not exceed 3 1/2X per
annum except that a rate of interest not exceeding 43 per

annum ®ay be used for policies issued on or after March 17,

1973+ and prior to denvery-2v-4966 July 1: 1919: and a _rate

policies issued on or after July 1s 1979:

(b} in calcutating the present value of any paid-up
terms insurance with accompanying pure endowments if anye
offered as a nonforfeiture benefity the rates of wmortality
assumed may Dbe not more than those shown in the
commigsioniers copmissjionar®s 1961 industrial extended term
insurance table;

{c)} for insurance issuved on a substandard basis the
calculations of any such adjusted premiums and present
values may be based on such other table of sortality as may

be specified by the

company and approved by the

commissioner.

{2) After February 22+ 1965y any insurer may file with
the commissioner a written notice of its election to comply
with the provisions of this section after a specified date
before January 1le 1968« After the filing of such notices
then upon such specified date (which shall be the operative
date of this section for such insurer)s this section shall

become operative with respect to the industrial policies
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thereafter issued by such insurer. If an insurer makes no
such elections the operative date of this section for such
insurer shall be January ls 1968,"

NEM_SECTION, Section 8. Short titlee [Sections 8
through 20] shall be known as the "Standard Nonforfeiture
Law for Individual Deferred Annuities®”.

NEM _SECTION, Section 9. Applications {Sections B
through 20] do not apply to any reinsuranée' group annuity
purchased under a retiresent plane or plan of deferred
compensation established or maintained by an employer
{including a partnership or sole proprietorship) or by an
employee organizations or by boths other than a plan
providing individual retirement accounts or individual
retirement amuities under section 408 of the Internal
Revenue Codes as now or hereafter amendeds premium deposit
immediate

fundy variable annuitys investment annuitys

annuitys any deferred annuity contract after annuitvy
payments have commencedy or reversionary annuity or to any
contract which is delivered outside this state through an
agent or other representative of the company issuving the
contracte.

NEM SECTION. Section 10« Nonforfeiture provisionse In
the case of contracts issued op or after the operative date
of [sections B8 through 20] as defined in [section 20]+ neo

contract of annuity except as stated in [section 9] sha?) be
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delivered or issued for delivery in this state unless it
contains in substance the following provisions or
corresponding provisions which in the opinion of the
commissioner are at 1least as favorable to the contract
holdere upon cessation of payment of considerations under
the contract:

{1} that upon cessation of payment of considerations
under a contract the company will grant a paid-up annuity
benefit on a plan stipulatec in the contract of such value
as is specified in [sections 13 through 16+ and 18]

{2) that if a contract provides for a iump-sum
settlement at maturity or at any other times than upon
surrender of the contract at or prior to the commancement of
any annuity paymentss the company will pay in lieu of any
paid-up annuity benefit a cash surrender benefit of such
amount as is specified in [seciions 139 14y 16, aﬁd 183« The
company shall reserve the right to defer the payment of such
cash surrender benefit for a period of 6 months after desand
therefor with surrender of the contracte

{3) & statement of the mortality tables if any» and
interest rates used in calculating any minimum paid-up
annuitys cash surrenders or death benefits that are
guaranteed under the contractes togsther with sufficient
information to determine the amounts of such benefits;

(4} a statewment that any paid-up annuitys cash

-
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surrenders or death benefits that may be available under the
contract are not less than the minimum benefits required by
any statute of the state in which the contract is delivered
and an explanation of the manner in which such benefits are
altered by the existence of any additional amounts credited
by the company to the contractes any indebtedness to the
company on the contracts or any prior withdrawals from or
partial surrenders of the contracte.

NEM _SECTION. Section lla Exceptione Notwithstanding
the requirements of [section 10)s any deferred annuity
contract may provide that If no consideration has been
received under a contract for a period of 2 full years and
the portion of the paid-up annuity benefit at maturity on
the plan stipul ated in the contract arising from
considerotiton palid prior tosuch period would be less than
$20 wmonthlys the company may at its option terminate such
contract by paysent in cash of the then present value of
such portion of the paid-up amnuity benefite calculated on
the basis eof the mortality tables If anye and interest rate
specified Irn the contract for deteraining the paid-up
annuity benefits and by such payment shall be relieved of
any further obligation under such contracte

NEY SECTION, Section 12 Hinisum nonforfeiture
amountse (1) The minimum values as specified in [sections 13

through 16y and 18] of any paid-up annuitye cash surrenders
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or death benefits available under an annuity contract shall
be based upon sinimum nonforfeiture amounts as defined ‘n
this sectione

{2} (a) wWith respeact to contracts providing for
flexibla considerationss the minisum nonforfeiture amount at
any time at or prior to the commencement of any annuity
payments shall be equal to an accumulation up te such time
at a rate of interest of 3X a year of percentages of the net
considerations {as hereinafter defined) paid prior to such
tives decreased by the sum of any prior withdrawals from or
parcial surrenders of the contract accumulated at a rate of
interest of 33 a year and the amount of any indebtedness to
the company on the contracts Including interest due and
accrueds and increased by existing additional amounts
cradited by the company to the dontract.

(b} The net consideration for a3 given contract vyear
used to define the minimum nonforfeliture amount shall be an
amount not less than zero and shall be equal to the
corrospoqding gross considerations creditaed to the contract
during that contract year less an annual contract charge of
$30 and less a collection charge of $1.25 per consideration
credited to the contract during that contract yeare The
percentages of net consideration shall be &5 of the net
consideration for the first contract year and 87 1/2% of the

net consideration for the second and later contract yearss
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Notwithstanding the prpv{sions of the preceding sentences
the percentage shall be 65% of the portion of the total net
consideration for any renewal contract year which exceeds by
not more than twe zimes the sum of those portions of the net
consideration in all prior contract vyears for which the
percentage was 65%.

{3) With respect to contracts providing for fixed
schedule considerations minimum nonforfeiture amounts shall
be calculated on the assumption that consideration is paid
annually in advance and shall be defined as for contracts
with flexible payments of consideration which are paid
annually with twe exceptions:

{3) The portion of the net consideration for the first
contract year to be accumulated shall be the sum of 65 of
the net consideration for the first contract vyear plus
22 L72% of the excess of the net consideration for the first
contract year over the lesser of the net considerations for
the second and third contract yearse

{b) The annual contract charge shall be the Yesser of
$30 or 10X of the gross annual consideratione

{4) Mith respect to contracts providing for a single
considerations minimum nonforfeiture $mounts shall be
defined as for contracts with flexible payments of
consideration except that the percentage of net

consideration wused %o determine the minimum nonforfeiture

-20-
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amount shail be equal to 90% and the net consideration shall
be the gross consideration less a contract charge of $73.

NEH SECTIONe Section 13. Present value to equal
minimuw nonforfeiture amounte Any paid-up annuity benefit
available under a contract shall be such that its present
value on the date annuity paysents are to commence is at
icast equal to the wminimum nonforfeiture amount on that
dates Such present value shall be computed using the
mortality tables if anys and the interest rate specified in
the contract for determining the minisum paid-up annuity
benefits guaranteed in the contracte

NEM SECTI(N. Section lée Cash surrender benefits. For
contracts which provide cash surrender benofitss such cash
surrender benefits available prior to maturity shall not be
less than the present value &8s of the date of surrender of
that portion of the maturity value of the paid-up annuity
benefit which would be provided under the contract at
maturity arising from considerations paid prior to the time
of cash surrender reduced by the amount appropriate to
reflect any prior withdrawals from or partial surrenders of
the contracts such present value being calculated on the
basis of an interest rate not more than 1X higher than the
interest rate specified in the contract for accumulating the
net considerations to deterwine such maturity valuee

decreased by the amount of any indebtedness to the company
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on the contracts including interest due and accruede and
increased by any existing additional amounts credited by the
company to the contracte No cash surrender benefit may be
tess than the minimum nonforfeiture amount at that time. The
death benefit under such contracts shall be at least equal
to the cash surrender benefite.

MEM SECTION. Section 15« Paid-up annulty benefits.
For contracts which do not provide cash surrender benefitse
the present value of any paid-up annuity benefit available
as a ncnforfeiture.option at any time prior to maturity a=say
not be Tess than the present value of that portion of the
maturity value of the paid-up annuity benefit provided under
the contract arising from considerations paid prior to the
tise the contract is surrendered in exchange for or changed
to a deferred'paid~up aMnuTtys such preseat value being
calculated for the period prior to the maturity date on the
basis of the interest rate specified In the contract for
accumutlating the net considerations to determine such
maturity value and increasad by any existing additional
amounts credited by the company to the contracte. For
contracts which do not provide any death benefits prior to
the commencemant of any annulty payeentss such present
values shall! be calculated on the basis of such interest
rate and the mortality table specified in the contract for

determining the maturity value of the paid-up annuity

5B T4
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benefite Howavery the preseat value of a paid-up annuity
benefit may not be less than the winisua nonforfeiture
amount at that tise.

NEW SELTION. Section lée MNaturity dates For the
purpose of determining the benefits calculated under
{sections 14 and 1531+ in the case of anmmuity contracts under
which an election may be made to have annuity payments
commence at aoptional maturity datess the maturity date is
the 7latast date for which election is permitted by the
cuntract but may not be later than the amniversary of the
contract next following the annuitant®s 70th birthday or the
10th anniversary of the contracts whichever is tatere.

MEM SECIIONe Section 1T7. Statement of noninclusion of
certain  death benefitse Any contract which does not provide
cash surrender benefits or ‘does™not provide desth benefits
at least equal to the minimum nonforfeiture amount prior to
the commencemsent of any annuity payments shall include a
statement in 3 prominent place in the contract that such
benefits are not provided.

HE!;SELIZDH; Section 1l8. Adjusted benefit. Any
paid-up annuitys cash surrenders or death benefits available
at any time other than on the contract anniversary under any
contract with fixed scheduled consideration shall be
calculated with allowance for the 1lapse of time and the

payment of any scheduled consideration beyond the beginning
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of the contract year in which cessation of payment of
consideration under the contract occurse

MEM _SECTION. Section 19« Calculation of benefits ——
special benefits excludede For any contract which providess
within the same contract by rider or supplesental contract
provisione both annuity benefits and life insurance benefits
that are in excess of the greater of cash surrender benefits
or a return of the gross consideration paid with interests
the minisus nonforfeiture benefits shall be equal to the sum
of the sinimum nonforfeiture benefits for the annuity
portion and the wminimum nonforfeiture benefitsy if anys for
the life insurance portion computed as if each portion were
a separate contractes Notwithstanding the provisions of
[sections 13 through 16+ and 18] additional benefits
payable In the event of total and permanent disability or as
reversionary annuity or deferred reversionary annuity
benefits or as other policy benefits additional to 1life
insurances endowmants and annuity benefitse and
considarations for 811 such additional benefits shall be
disregarded in ascertaining the minimum nonforfeiture
amountss paid-up annuitys cash surrenderes and death benefits
that may be required by this sections The inclusion of such
additional benefits shall not be required in any paid-up
benefitss unless such additional benefits separately would

require minimum nonforfeiture amount paid-up annuitys cash
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surrenders and death benefits.

NEW SECTIONs Section 20 Operative date. After July
ls 1979+ any company may file with the commission a written
notice of its election to comply with the provisions of this
section after a specified date before July 1le 198le After
the filing of such notices then upon such specified dates
which shall be the operative date of this section for such
companys this section shall become operative with respect to
annuity contracts thereafter issuved by such cowpany. If a
company makes no such elections the operative date of this
section for such company shall be July ls 198l.
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SENATE BILL NO. 94
INTRODUCED BY HAZELBAKERs DOVER

BY REQUEST OF THE COMMISSIONER OF INSURANCE

A BILL FOR AN ACT ENTITLED: ®AN ACT TO REVISE THE tLaW
RELATING TO STANDARD VALUATION AND STANDARD NONFORFEITURE
IN LIFE INSURANCE; PROVIDING FOR ADOPTION OF ANNUITY
MORTALITY TABLES AND PERMISSIBLE INTEREST RATES IN VALUATION
oF ANNUITY AND INSURANCE CONTRACTS; ADDING PROVISIONS
RELATING TO NONFORFEITURE IN INDIVIDUAL DEFERRED ANNUITIES;
AND AMENDING SECTIONS 33-2-523 THROUGH 33-2-526s 33-20-201¢

33-20-2069¢ AND 33-20-20T7+ MCA."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section 33-2-523¢ MCAy is amended t0 read:
#33-2-523, Contracts on or after the operative date of

33-20-213 -- valuatione {l) This section shall apply to only

those policies and contracts issued on or after the

operative date of 33-20-213, except as otherwise provided in

33-2-524 for group annuity and pure endowment contracts

issued prior to that date.

{2y €xcept as otherwise provided in 33-2-524+ the
minimum standard for the valuation of all such poticies and
contracts shall be the commissioner®'s reserve valuation

sethod gathogs defined in 33-2-525v and _32-2-52603)s 5%
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interest for yroup aopuity and pure endowsent contracts._and
3 172% interesty for all other such golicies _and _contracts
or in the case of policies and contractse other than annuity
and pure endowment contractse issued on or after March 17,
1973+ ond-prior-to-donuary-1vy-1986y AX interest for__such
poticies _issued prior %o July Le 197%s and & 1/2% interest
for_such policies issued on_or after July 1. 197%+ and the
following tables:

{a) for all ordinary policies of Vife insurance issued
on the standard basisy excluding any disabiltity and
accidental death benefits in such policiess the
commissioner®s 1941 standard ordinary mortality table for
such policies i;sued prior to the operative date of
33-20-206y as amendeds and the commissioner®s 1958 standard
ordinary mortality table for such policies issued on or
after that operative dates except that for any category of
such policies issued on female risksy modified net premiums
and present valuess vrefarred to in 33-2-525 and 33-2-526+
may be calculateds at the option of the insurer with the
approval of the commissioners according to an age younger
than the actual age of the insured;

{b) for all industrial life insurance policies issued
on the standard basissy excluding any disability ana
accidental death benefits in such policiess the 1941

standard industrial mortality table for such policies issued

-2- S8 9%
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prior te the operative date of 33-20-2Q7: as amendedsy and
the commissioner®s 1961 standprd industrial sortality table
for such policies }ssued on or after that operative date;

{c) for individual annuity and pure endowment
contractsy excluding any disability and accidental death
benefits in such policiess the 1937 standard annuity
mortality table ore at the option of the insurere the
annuity msortaljty table for 1949y ultimates or any
modification of gither of these tables approyed by the
commissioner;

(d) for group annuity and pure endowment contractss
excluding any disability and accidental death benefits in
such policiesy the group annyity sortality table for 1951,
any mogification of such table approved by the commissioners
ores at the option of the insurers any of the tables or
modifications of tables specified for individual annuity and
pure endowment contracts;

{e) (i) for total and perspanent disability benefits in
or supp!e-gntary to ordinary policies or contracts:

{A) for policies or contracts issued on or after
January ls 1966s the tables of period 2 disablement rates
and the 1930 to 1950 termination rates of the 1952
disability study of the society of actuariesy with due
regard to the type of benefit;

(B) for policies or contracts issued on or after

~3- S8 94
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January lLe 196)s and prigr to January ly 1966y either such
tables ors at the option of the insurery the class 3
disability table (1926); and

{C) for policies issyed prior to January ls 1961y the
class 3 disability table (1926);

(ii) any such table shalls for active livesy be
combined with a mortality table perpitted for calculating
the reserves for life insurance policies:

(£) (1) fFor  accidenta) dgath Dbenefits in  or
supplepentary to policies:

(A} for policigs issued on or after Januwary 1s 1966+
the 1959 accigental death bgpefits table;

{B) for policies issued on or affer January le 1361y
ang prior to January ly 1966y either such table ore at the
option of the insurers the intercoppany double indemnity
mortality table; and

(C) for policies issued prior to January 1y 1961 the
intercompany double indemnity mortality table;

(ii) either taple shall be combined with » mortality
taple permitted for calculating the reserves for life
insurance policies;

(g9) for group life insurances life insurance issued on
the substandard basis and other special benefitsys such
tables as may be approved by the commissioner.®

Section 2. Section 33-2-524¢ MCAs is amended to read:

-4- SB 94
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"33-2-524. Individual and qroup annuity and pure
endowment contracts -— valuations (1) The minimum standard
for the wvaluation of all individual annuity and pure
endowment contracts issued on gr_after fthe operative date
of this sectionds as defined haereins and for all annuities
and pure endowments purchased on or after that operative
dates under group annuity and pure endowment contracts shall
be the commissioner's reaeserve valuation method ggthods
defined in 33-2-525 and the following tables and interest
ratess

{(a) for individual annuity and pure endowment
contracts issued prior to Jemweary--3v--3986 July _1s 19719
excluding any disability and accidental death benefits in
such contractss the 1971 individual annuity mortality table
or any modification of this table approved by the
commissioner and 6% interest for single premium iIimmediate
anpuity contracts and 4% interest for all other individual
annuity and pure endowment contracts;

{b} fer--individuni---annoity---end---pure---eandowment
contracts--issued-on-or-after-denuary-iv-1906y-exetuding-eny
disabitity-ond-accidentoal-deoth-benefits-in-such--contractay
the---19F1---individusi-—-annuity-—mortatity--table--or--eny
modifreatiton-of-the-toble-approved-by-the--commissioner--and
3-t7em--interests for _individual single premium_immediate
anpuity contracts issued on or after July ls 1972s: excluding
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apy__disability _and _accidental death  bepefits _in __ such
cootractse _the _1971 _iodividual apauity sortality table or
apy_®modificatign of this table approved by the _cosmissiooec
and_ 1 1/2% joterest:

{c) for __jindividual _aonuity and _ gure epdowsepnt
contracts issued oo or after July ks 1973 other.than single
presmius.. _imsediate __apouity __coontractss _ _excluding __aony
disability _and accidental death benefits in_such coptractss
the 1271 _individual _acouity sortality __table _or __aoy
modification. of this table aporoved Dy the cosmissioner and
S_1s2% interest for single premium deferred aonuity aod pure
andowment contracis_aod & 1/2%3 _interess for all_ _other _such
innixidual-annuinxLann.nuzs.:nnnllsnx.snnzxaczsi

tedfd)l for all annuities and pure endowments purchased
prior to denvery-iv-1986 July l: 1979+ under group annuity
and pure endowment contractss excliuding any disability and
accidental death benefits purchased under such contractse
the 1971 group annuity mortality table or any wmodification
of the table approved by the commissioner and 6% interest;

td¥(e) for all annuities and. pure endowsments purchased
on or after danvery--1v--1986 Jyly 1s 1?19+ under group
annuity and pure endowment contractse excluding any
disability and accidental death benefits purchased under
such contractss the 1971 group annuity mortality table or

any modification of this table approved by the commissioner

—-6- SB 9%
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and 3-4728 1 _L/23% interest,

12) Afcer March 1T« L973e any insurer may file with
the commissionar a written nptice of its election to comply
with the provisions of subsection (1) after a specified date
before January les 1979y which shall be the operative date of
subsection {1} for such insurere An insurer may elect a
different operative date for individual annyity and pure
endowment contracts from that elected for group annuity and
purs endowment contractse If an insurgr makes no such
electionsy the operative date of this section for such
insurer shall be January 1. 1979,

Section 3. Section 33-2-52%: NCA, is amended to read:

"33-2-525« Commissioner®s reserve valuation method.
(1) Reserves Excapi_as olbarwise orovided in subssction _(3)
and__33-2-526{2)1s _CB85QLXES 3ccording to the commissioner's
resarve valuation methody for the 1life insurance and
endowment benefits of policies providing for a uniform
amount of insurance and requiring the payment of uniforms
premiumse shall be the excesss if anys of the present values
at the date of valuations of such future qguaranteed benefits
provided for by such policiess over the then present value
of any future maodified net premiums therefor. The weogified
net premiums for any such policy shall be such uniform
percentage of the respective contract presiums Ffor such

benefits that the present valuey at the date of issue of the
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policys of 311 such modified net premiuss shal) be equal to
the sum of the then present value of such benefits provided
for by the policy and the excess of {a) over {b}» as
follows:

{2} & aet level annual premium equal to the present
values at the date of issues of such benefits provided for
after the first policy ysare divided by the present vdlues
at the date of issue of an annuity of one per asnus payable
on the first and sach subseguent apniversary of such policy
on which » presiua falls due; provideds howevers that such
net level annual presiue shall not exceed the net leved
anrwal preaium on the 19-ysar premaium whole 1ife plan for
insurance of the same amount 3t a0 age 1 year higher than
the ag9e at issus of such policy;

(b)Y & net Ll-year term premium for such benefits
provided for in the first policy year.

(2) Reserves sccording to the commissioner®s reserve
valuation wethod for the following shall be calculated by 3
‘mﬂ‘-ﬁw i —’MMMW i o i i o
except __that . a0y __extra _ premiums  charged bhecause of
impairments or _special hazards shall be disregarded _io _the
dasersination of sodified ost presiuss:

{a) life insurance policies providing for a varying
amount of insurance or requiring the payment of varying

premiumsyy

-8- SB 94
A 3 -
r - - »
L] -
. & N L £ e - > s



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

SB 0094/02

b)Y __group annuity and pure endowment contractse
purchased under _a _retirement .plan_or _plan of _deferred
compensations _gstablished or _sintained DLy _an _esploysr
lincluding a partnership or sole proprietorship)l _or Dby _an
employee _organizations _or by boths _other than _a__plan
providiog _individual _retiresent accouots _or __indiwidual
cetirement _apnuities _uoder _section 408 _of_ _the lnternal
Revenue Lodes as_oow or heceafter asendedi

fc) disability and accidental death benefits in ail}
policies and contractsyi and

{id)} a1l other benefitsy except life insurance and
endowment benefits in life insurance policiesy——shall--be
cateuvtated--by--a--method--conststent-with-the-prineipies-of
this-sectionvr-except-that-any-extre-premiuns-charged-beconse
ef -impetrments-or-speciat-harards-shali--be--disregsrded--in
the--determination——of--modified--nee--premiums and bensfits
rRrovided by all _otber acouity and pure gondowment. _cootractse.

13)_{a) Subsection _i(31({b) _applies to any agouity_aod
eure_eondowsent contracts other than group aoouity .and__puce
endowment _contracks _purchased under a retiresent plap or
plan_of deferred compensation established or _saintained _by
an_employer (including a_partnership or sole proprietorship}
qr__by__an_ _employee organizations or by boths gther than a
plan_providing iodividual retiresent accounts or _individual
cetirement _acouities _under.  section 408 of the Internal
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Bevenue Cades as_now or bhereafter amendeds

ih) _Reserves according to the cosmissioper's _anouity
resecve method for beoefils uoder annuity or pure endowment
contractss excluging any. _disability _and accidental death
bepefits _in_ such _contractss _shall he the greatest of the
respective excesses of the oresent waluess at _the date of
valuations _of _the _future guaranteed  benefitse_ iocluding
guaraptsed pooforfeiture. benefitss _provided _for by _such
contracts _at the end of each respactive CONAract yeacs over
the present values: at the date of yaluations of _any _future
valuation __considecations.  _derived __from __future __gross
consideratioans required by the terms of such contract _that
hgngna_.naxahla.ntinz_&n.Lns_gnd.nt.sn:h.za:nestixg.canzna;:
y¥ears The future guaradoleed benefits shall be determioed by
using _tbe mortality tablies if anys and the ioterest rate ar
cates specified in_such contcacts for determwining guaraoteed
benefitss Ibe wvaluation consideraticos are the _portions _aof
the _respective Qross cooniiderations applied under the terms
of such contracts to detersipe nonforfeiture values.™

Section &« Section 33-2-526s M(As is amended to read:

®33-2-526. Limits -- options -- deficiency pinimum
reserveses (1) In no event shall an insurer®s aggregate
reserves for atl tife insurance policieses excluding
agisability and accidental death benefitss be less than the

aggregate reserves calculated in accordance with the method
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ssthods set forth in 33-2-52% and _subsection (3} af__this
sgction and the mortality tadble or tables and rate or rates
of interest used in calculating nonforfeiture benefits for
such policiese .

(2} Reserves for any category of policiass contractse
or benefits as established by the commissioner wmay be
calculated at the option of the insurer according to any
standards which produce greater aggregite reserves for such
category than those calculated according to the minimum
standard herein provideds bDut the rate or rates of interest
used for policies and contractss othar thao aoouity aod puce
e0docanant . _CcOnLractss shall not be higher than the
corresponding rate or rates of interest used in calculating
any nonforfeiture benefits provided for thereins Preovidedy
houevery-that--reserves--for--perticipating--+ife--insuronce
potietes--moyr--with-—che--econsent--of-~the-commissionerv-be
coteulated-according-to-o-rate-of-interest-~tower--then--the
rete-—of--interest--used-—in--coteateting--the-nonforfeiture
benefits-in-such-poticresv-if-sueh-tower-rete--differs--from
the--rete--used--in--the--cstculation--ef--the-nonferfeiture
benefits-by-more-than-i72-of-iv-the--insurer--dgsuing- -such
poticies--sheti--Ffite-with-the-commissioner-a-plen-providing
for-such-equirtable-increasesv-if-onyv-in-the-cash--surrender
vatves--and--nonforfeiture—-benefita-in-suech-potscies-ns-the

commissioner-shett-approves
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13) If jio any contract ¥gacr the ¢gross premium charged

by any life insurer on any policy or contract is less than
the yaluation net premium for the policy or contract
according--to--the--nortetity-~tabtev-~ratu-of-interesty-ond
calculated by the method used in calculating the reserve
thereons there=--shetd--pe~-asimeined--on--such--poticy--or
contract-a-deficieney- -resterve-——+in-~addition--to--adt--other
reserves--required--y-}awe-For-caeh~seth-paticy-or-contrace
the-defieioney-reserve-sheti-he-the-present-veteer-secording
te-such-1tandardv-of-an-onnuity-ef-~tia--difference--between
sueh-~net-prestun-and-the-prenive—-cherged-for-sueh-petiey-or
econtrattv-running-for-the-remginder--¢f--the--presntem-paying
peried Dbut . _ualog..tbe _sioisus. _valustion. standacds. . of
soctality and rate of igtecests the sinisus cesecys requirad
for auch policy of _cookcackt shall be the graater of sither
ths_ _cesacys. calculated acsording to tha . soctality tables
cats of interests and ssthod actuslly used for _such _policy
QL. cantraci ar the cesecys calculated by the method aciually
used__for _such_ _policy or _contcact hut using the sinisus
standards of sortality and cate of _iotecest and geplacing
the__valuation . pef__presivs by the actual gross pegpium in
each contrack ysar _for  which_ .the valuation _pet_  _premium
sxceseds the actual gross preasiume™

Section 5. Section 33-20-201. MCA, is amended to read:

"33-20-201ls Short title. This part shall be known as

-12- S8 9%
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®Ine the *Standard Nonforfeiture Law for Life losuragce®.*"

Section 6. Section 33-20-206¢ MCAe is amended to read:

"33-20-206. Mortality tables -- policies issued after
operative datee« (1) In the case of ordinary policies issued
on or after the operative date of this section as defined
hereins all adjusted premiums and present values referred to
in this part shall be calculated on the basis of the
commissioners commissioner's 1958 standard ordinary
mortality table and the rate of interest specified in the
policy for calculating cash surrender values and paid-up
nonforfeiture benefitss provided that:

(3a) such rate of interest shall not exceed 3 1/2% per
annume except that a rate of interest not exceeding 4% per
annum may be used for policies Issued on or after March 17T,
1973y and prior to dondery-iv—3986 July ls 1979 and a_cate
of interest not _exceeding 5 1/2% a_  year _mway _be _used _for
pelicies issued on or after July ls 1379

{b) for any category of ordinary insurance issued on
female riskss adjusted premiums and present values may be
calculated according to an ag9e not more than 3 § years
younger than the actual age of the insured;

{c) in calculating the present value of any paid-up
term insurance with accompanying pure endowments if anys
offered as a nonforfeiture benefits the rates of wmortality

assumed may be not more than those shown in the
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commisstoners COBBiLSSionEr's 1958 extended term insurance
table;

{d} for insurance issued on a substandard basise the
calculation of any such adjusted premiums and present vatues
may be based on such other table of wmortality as wsay be
specified by the company and approved by the commissionere.

{2} After July l. 1961e any insurer may file with the
commissioner 2 written notice of its election to comply with
the provisions of this section after a specified date before
January le 1966« After the filing of such notices then upon
such specified date (which shall be the operative date of
this section for such insurer). this section shall become
operative with r;spect to the ordinary policies thereafter
issued by such insurer. If an insurer makes no such
elections the operative date of this section for such
insurer shall be January ls 1966."

Section Te Section 33~-20-20Ts MCA, is amended to read:

*33-20~-207« Industrial policies -- mortality tablese
{i1) In the case of industrial policies issued on or after
the operative date of this section as defined hereins all
adjusted premiums and present values referred to in this
part shall be calculated on the basis of ecommissioners
copmissioner®s 1961 standard industrial! mortality table and
the rate of interest specified in the policy for calculating

cash surrender values and paid-up nonforfeiture benefits
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provided that:

(8) swch rate of interest shall not exceed 3 172X per
annum except that a rate of interest not exceeding &X per
annue wmay be used for policies issued on or after March 17,
1973, and prior to donuary-tv-3966 July ls 1979 . and a__rats
of _interest oot _excesding. 5 L1/Z3 a year may he usad _for

policies issued o0 oc after July ie 1979;

{b) in calculating the present value of any paid-up
term insurance with accompanying pure endowmefity if anys
offered as 2 nonforfeiture benefite the rates of mortality
atsumed wmay be not wmore than those shown in the
commisstoners COBRIASiQOAr®s 1961 industrial extended term
insurance table;

{c) for insurance issued on a substandard basis the
calculations of any such adjusted premiums and present
values may be based on such other tadle of mortality as wmay
be specified by the company and approved by the
commissionere

{2) After February 22+ 1965+ any insurer may file with
the commissioner a written notice of its election to comply
with the provisions of this section after a specified date
before Janvary 1 1968. After the filing of such notices
then upen such specified date (which shall be the operative
date of this section for such insurer)s this section shall

become operative with respect to the industrial policies
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thereafter dssuved by 3such insurer. If an insurer makes ne
such elections the operative date of this section for such
insurer shall be Januadry 1y L968.°%

MEM_SECIION. Section 8. Short titte. [Sections B
through 20] shall be known as the *"Standard Nonforfeiture
Law For Individual Deferred Annuities™.

NEM _SECIJONa Settion %+ Applitations
through 20] 80 not apply to any reinsurances group annuity

{Sections 8

purchesed wunBur a rvetiremsnt plane or plan of deferred
compensation established or waintained by an employer
{inciuding a partiership or séle preprietorship) or by an
employee organizstieny or by boths other thanh a plan
previding indiviguval retirement acceunts or individual
retiresment anhuities wunder sectien #08 of the Internal
Revenue Codes as ndw or hereafter amendeds prewmium deposit
fundy veriable annuityes investment amnuitye immediate
anmuitys any deferred anmmuity contract after annhuity
payments have cowmmencedy Or reversionary annuity or to any
contract whith is delivered outside this state through an
agent or dther representative of the ctowmpany issuing the
contracte.

NEM _SECTIOM, Section 10. Neonforfeiture provisions. In
the case of contracts issued on or after the operative date
of [sections 8 through 20} as defined in [section 20js no

contract of amuity except as stated in [section 9] shall be
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delivered or issued for delivery in this state unless it
contains in substance the following provisions or
corresponding provisions which in the opinion of the
commissioner are at least as favorable to the contract
holders wupon cessation of payment of considerations under
the contract:

{l) that upon cessation of payment of considerations
under a contract the company will grant a paid-up annuity
benefit on a plan stipulated in the contract of such value
as is specified in f{sections 13 through 16+ and 18];

{2) that if a contract provides for a lump-sum
settliement at maturity or at any other times than upon
surrender of the contract at or prior to the commencement of
any annuity paymentss the company will pay in lieu of any
paid-up annuity benefit a3 cash surrender benefit of such
amount as is specified in [sections 13+ 1%y 1l6¢ and 18]« The
company shall reserve the right to defer the payment of such
cash surrender benefit for a period of 6 months after demand
therefor with surrender of the contracte

{3) a statement of the mortality tables if any. and
interest rates wused in calculating any wminimum paid-up
annuitys cash surrenders or death benefits that are
guaranteed under the contracts together with sufficient
information to determine the amounts of such benefits;

(4) a statement that any paid-up annuitys cash
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surrenders or death benefits that say be available under the
contract are not less than the minimum benefits required by
any statute of the state in which the contract is delivered
and an explanation of the manner in which such benefits are
altered by the existence of any additional amounts credited
by the company to the contracts any indebtetness to the
company on the contracts or any prior withdrawals from or
partial surrenders of the contract.

NEW_SECIION. _Scction lle Exceptione. Notwithstanding
the requirements of [section 10)sy any deferred annuity
contract may provide that if no consideration has been
received wunder a contract for a period of 2 full years and
the portion of the.paid—up annuity benefit at saturity on
the ptan stipulated in the contract arising from
consideration paid prior to such period would be less than
$20 wmonthiys the company may at its option terminate such
contract by payment in cash of the then present value of
such portion of the paid-up annuity benefits caltculated on
the basis of the mortality tabley if anys and interest rate
specified in the contract for determining the paid-up
annuity benefites and by such payment shall be relieved of
any further obligation under such contracte

NEM_SECTIQNs Section 12. Minimum nonforfeiture

amountse (1) The minimum values as specified in [sections 13

through l&s and 18] of any paid-up annuity: cash surrendery
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or death benefits available under an annuity contract shal)
be based upon sininum nonforfeiture amounts as defingd in
this sectione

(2) (a3} Hith respect to contracts providing for
flexible considerationss the minimsum nonforfelture amount at
any time at or prior to the commencement of any annuity
payments shall be equal to an accumulation up to such time
at a rate of interest of 3% a year of percentages of the net
considerations {as hereinafter defined) paid prior to such
times decreased by the sum of any prior withdrawals fros or
partial surrenders of the contract accusulated at a rate of
interest of 3% a year and the amount of any indebtedness to
the company on the contracte including interest due and
accrueds and increased by existing additional amounts
credited by the company to the contracte.

(b} The net consideration for & given contract vyear
used to define the minisus nonforfeiture amount shall be an
amount not less than zero and shall be equal to the
corresponding gross considerations credited to the contract
during that contract year less an annual contract charge of
$30 and less a collection charge of $1.2% per consideration
credited to the contract during that contract vyeare The
percentages of net consideration shall be 65% of the net
consideration for the first contract year and 87 1/2% of the

net consideration for the second and later contract vyearse
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Notwithstanding the provisions of the preceding seatences
the percentage shal) be 65% of the portion of the total net
consideration for any renewal coatract year which exceeds by
not more than two times the sum of those portions of the net
consideration in all prior contract years for which the
percentage was 65%.

{3) With respect to ceontracts providing for fixed
schedule considerations minisum nonforfelture amounts shall
be calculated on the assumption that consideration is paid
annually in advance and shall be defined as for contracts
Wwith flexible payments of consideration which are paid
annually with two exceptions:

{a) The portion of the net consideration for the first
contract year to be accusulated shall be the sum of 65% of
the net consideration for the first contract year plus
22 172% of the excess of the net consideration for the first
contract year over the lesser of the net considerations for
the second and third contract years.

(b)) The annual contract charge shall be the tesser of
$30 or 10X of the gross annual consideration.

(4} HWith respect to contracts providing for a single
considerations wminisum nonforfeiture amounts shall be
defined as for contracts with flexible payments of
considaration except that the percentage of net

consideration used to determine the minimum nonforfeiture
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amount shall be equal to 90% and the net consideration shall
be the gross consideration less a contract charge of $75.

NEW_SECIIONs Section 13« Present value to equat
minimum nonforfeiture amounte. Any paid-up annuity benefit
available under a contract shall be such that its present
value on the date annuity payments are to commence is at
least equal to the wminimum nonforfeiture amount on that
datee Such present value shall be computed using the
mortality tables if anys and the interest rate specified in
the contract for determining the minimum paid-up annuity
benefits guaranteed in the contract.

NEW_SECIION, Section l4e Cash surrender benefits. For
contracts which provide cash surrender benefitss such cash
surrender benefits available prior to maturity shall not be
less than the present value as of the date of surrender of
that portion of the maturity value of the paid-up annuity
benefit which would be provided under the contract at
maturity arising from considerations paid prior to the time
of cash surrender reduced by the amount appropriate to
reflect any prior withdrawals from or partial surrenders of
the contracts such present value being calculated on the
basis of an interest rate not more than 1X higher than the
interest rate specified in the contract for accumulating the
net considerations to determine such maturity values

decreased by the amount of any indebtedness to the company
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on the contracts inctuding interest due and accruede and
increased by any existing additional amounts credited by the
company to the contract. No cash surrender benefit may be
less than the minismum nonforfeiture amount at that time. The
death benefit under such contracts shall be at lJeast equal
to the cash surrender benefite.

NEM_SECTIQN: Section 15. Paid-up annuity benefitse.
For contracts which do not provide cash surrender benefitss
the present value of any paid-up annuity benefit availtable
as a nonforfeiture option at any time prior to maturity wmay
not be less than the present value of that portion of the
maturity value of the paid-up annuity benefit provided under
the contract arisiﬁq from considerations paid prior to the
time the contract is surrendered in exchange for or changed
to a deferred paid-up annuitys such present value being
calculated for the period prior to the maturity date on the
basis of the interest rate specified in the contract for
accumutating the net considerations to determine such
maturity value and increased by any existing additional
amounts credited by the company to the contracte For
contracts which do not provide any death benefits prior to
the commencement of any annuity paymsentss such present
values shalt be calculated on the basis of such interest
rate and the mortality table specified in the contract for

determining the maturity value of the paid-up annuity
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benefite Howeverys the present value of 8 paid-up annuity
benefit mdy not be 1less than the wsinimum nonforfeiture
amount at that ting-

NEM_SECTION, Section 16e Maturity date. For the
purpose of determining the benefits calculated under
[sections 1& and 15)s in the case of annuity contracts under
which an election may be made to have annuity payments
commence at optional maturity datess the maturity date is
the latest date for which election is permitted by the
contract but may not be later than the anniversary of the
contract next following the annuitdnt®s TOth birthday or the
10th anniversary of the contracty whichever is later.

NEM_SECIION,., Section 17. Statement of noninclusion of
certain death benefitss Any contract whith does not provide
cash surrender benefits or does not provide death benefits
at least equal to the minimum nonforfeiture amount prior to
the commencement of any annuity paymsents shall include 2
statement in a3 prominent place in the contract that such
benefits are not provided.

MEM_SECIION. Section 18. Adjusted benefite Any
paid-up annuitys cash surrenders or death benefits available
at any time other than on the contract anniversary under any
contract with fixed scheduled consideration shall be
calculated with allowance for the Tlapse of time and the

payment of any scheduled consideration beyond the beginning
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of the contract vyear in which cessation of paymsent of
consideration under the contract occurse

NEW_SECIIONe Section 19 Calculation of benefits --
special benefits excluded. For any contract which providesy
within the same contract by rider or supplemental contract
provisions both annuity benefits and life insurance benefits
that are in excess of the greater of cash surrender benefits
or 3 return of the gross consideration paid with interest,
the minisum nonforfeiture benefits shall be equal to the sum
of the minisum nonforfeiture benefits for the annuity
portion and the minisum nonforfeiture benefits: if anyy for
the life insurance portion computed as if sach portion were
a separate contracte Notwithstanding the provisions of
[sections 13 through 186+ and 18]+ additional benefits
payadle in the event of total and permanent disability or as
reversionary annuity or deferred reversionary annuity
benefits or as other policy benefits additional to life
insurances endowment s and annuity benefitse and
considerations for all such additional benefits shall be
disreqgarded in ascertaining the wminimum nonforfeiture
amountss paid-up annuitys cash surrenders and death bdenefits
that wmay be required by this section. The inclusion of such
additional benefits shall not be required in any paid-up

benefitsy unless such additional benefits separately would

require minisum nonforfeiture amount paid-up annuitys cash
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surrendery and death benefits.

NEW _SECTIONs Section 20. Operative date« After July
ly 1979+ any company may file with the commission a written
notice of its election to comply with the provisions of this
section after a specified date before July 1+ 1981l After
the filing of such notices then vpon such specified date.
which shall be the operative date of this section for such
companys this section shall become operative with respect to
annuity contracts thereafter issued by such companye If 3
company makes no such elections the operative date of this
section for such company shall be July 1, 1981.

-End-
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