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1 r/~ Bill NO • .fit_ 
~-D~v 2 INTRODUCED BY 

jnterest for group annuity and pure endowment contracts and 

2 3 1/2~ interest~~~ other such poljcjes and ~gn~ 

3 BY REQUEST OF THE COMMISSIONER OF INSURANCE 3 or in the case of policies and contracts. other than annuity 

~ It and pure endow•ent contracts, issued on or after March 17o 

5 A BILL FOR AN ACT ENTITLED: •AN ACT TO REVISE THE lAW 5 1973• 8ftft-p~+er-to-~~~y-~.-~9&b. 4~ interest for such 

6 RELATING TO STANDARD VALUATION AND STANDARD NONFORFEITURE 6 ggljcje$ j$$Ued prjgr to Jyly lt 1979• and 4 1/Zl jntere$t 

7 IH LIFE INSURANCE; PROVIDING FOR ADOPTION OF ANNUITY 7 for $UCb poljcies jssued on or after Jyly lr 1912• ~nd the 

8 KORTALITY TABLES •NO PERHISSIBLE INTEREST ~AlES IN VALUATION 8 following tables: 

9 OF ANNUITY AND INSURANCE CONTRACTS; ADDING PROVISIONS 9 (a) for all ordinary policies of life insurance issued 

1D RELATING TO NONFORFEITURE IN I~DIVIDUAL DEFERRED ANNUITIES; 10 on the standard basis, excluding any disability and 

11 AND AMENDING SECTIONS 33-Z-523 THROUGH 33-Z-526, 33-Zo-ZOlo 11 accidental death bPnefits in such policies, the 

12 33-20-Z06o AND 33-~0-ZOlo MCA.• 12 co••issioner•s 1941 standard ordinary mortality table for 

13 13 such policies issued ~rior to the operative date of 

~~ BE IT ENACTED BY ~E lEGISLATURE OF THE STATE OF MONTANA: H 33-Zo-206 9 as aeended, and the commissioner's 1958 standard 

15 Section 1• Section 33-Z-5Z3o HCAo Is aeended to road: 15 ordinary •ortality table for such policies issued on or 

16 •33-2-523. Contracts on or after the operati V'' d.Jt<> of 16 after that operative date, PXCept that for any category of 

17 33-20-213 -- valuation. (11 This section shall apply to only 17 such policies issued on fem<Jle riskst modified net pre111iums 

lB those policies and contracts Issued on or after the lB and present value!.o referred to in 33-2-525 and 33-2-526, 

19 operative date of 33-20-213• except as otherwise provided in 19 •ay be calculated, at the option of the insurer with th~ 

zo 33-l-5Z4 for group annuity and pure endow•ent contracts zo approval of the commissioner. according to an age younger 

21 issued prior to that date. 21 than the actu<Jl age of the insured; 

ll (Z) txcept as otherwise provided in 33-z-~·4• thP u (b) for all i ndustr i "1 1 if<· insurance policies issued 

23 minimum stdndard for trie valuation of all such policies ~nd 21 on the ~tandard basis, excluding any disability and 

H contracts shall be the co•mi~~ioner•s reserve valu~tion Z4 accidental death benefits in such policies. the 1941 

25 ee~~ ~~ defined in 33-Z-525~ ~32-Z-526l3lo ~~ 25 standard industrial .artality table for such policies issued 
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prior to the op~r.,tive date of 33-20-207, as amended, and 

the co .. issioner•s 1961 standard industrial .artality table 

for such policies issued on or after that operative date; 

(c) for individudl annuity and pure endo-ent 

contracts~ excluding any disability and accidental death 

benefits In such policies, the 193T standard annuity 

mortality table oro at the option of the insurer, the 

annuity MOrtality table for 19~9, ulti•ate, or any 

modification of either of these tables approved by the 

commissioner-; 

(d) for group annuity and pure endov.ent contracts, 

excluding any disability and accidental death benefits in 

such policieso the group annuity •ortality table for 19Slo 

any modificat,on of such table approved by the co••issionero 

oro at the op.ion of the insurero any of the tables or 

modifications of tables specified for individual annuity and 

pure endow.ent contracts; 

(e) (i) f~r total and peraanent disability benefits in 

or supple•entar) to ordinary policies or contracts: 

(A) for Jolicies or contracts issued on or after 

January lo 1966, the tables of period l disable88nt rates 

and the 1930 to 1950 ter•ination rates of tho 1952 

disability 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 1w 196lo and prior to January lo 1966o either such 

tables or. at the option of the insurer• the class 3 

disability table (1926)i and 

IC) for policies issued prior to January 1• 1961• the 

class 3 di$ability table (1926); 

(li) any such table shallo for active lives, be 

co•bined with a •ortality table per•itted for calculating 

the reserves for life Insurance policies; 

(f) (I) for accidental death benefits in or 

suppl...ntary to pollcleas 

(A) for policies Issued on or after January 1• 1966• 

the 1959 accidental death benefits table; 

(B) for pol icles issued on or after January 1o 1961• 

and prior to January 1, 1966• either such table oro at the 

option of the insurer• the lnterco•pany doubl~ ind-ity 

.artality table; and 

I~) for policies issued prior to January 1, l96lo the 

int~rcompany double inde•nity aortality table; 

(ii) either table shall be co•bined with a .ortality 

table per•ltted for calculatln9 the reserves for life 

insurance policies; 

l9~ for group life insuranceo life insurance issued on 

the substandard basis and other special benefits, such 

tables as •ay be approved by the co..issioner.• 

Section 2. Section 33-2-524o MCAo is amended to read: 
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•33-2-52~. Individual and group annuity and pure 

endov.ent contracts -- valuation. (1) The winiwu• standard 

for the valuation of all individual annuity and pure 

endowaent contracts issued on gr after fthe operative date 

of this sectionio as defined hereino and for all annuities 

and pure endoweents purchased on or after that operative 

date. under group annuity and pure endowaent contracts shall 

be the co .. lssioner•s reserve valuation ~ R&tbods 

defined In 33-2-525 and the following tables and interest 

rates: 

I a) for individual annuity and pure endow.ent 

contracts Issued prior to den~ery l•--t966 July a, · 1919, 

excluding any disability end accidental death benefits in 

such contracts, the 1971 Individual annuity .ortallty table 

or any eodification of this table approved by the 

co .. lssioner and 6~ interest for single pr .. lue J .. ediate 

annuity contracts and 4l interest for all other individual 

annuity and pure endoweent contracts; 

(b) f&r--?nd+•+dOft+---ann~y---end---pare---eftdowwent 

~roet~--+sseftd-on~-e+t~-~~y-~-t9&0?-e.e+ad+ng-any 

d+~+ty-eftd-ae~~deftte+-deet~ benef~+n-~-eontreet~ 

~--+9~t---+nd+•+d~+---enftW+~ eortel+ty--t~~-eftY 

eed+f+eet+en-of-the-teb+e-epprov.d-by-the--eoee+.s+ener--end 

~~~--+nterestt tor jndiy!dual single preciue jeeedLat£ 

annuity CQOtracts ii)Yed on or after Jyly Ia 1719• •¥eluding 
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any djsabjlitY and accidental death benefits in sycb 

contracts, the 1971 indivjdyal annuitY -artaljty table or 

anY apd!fjcation of this table approved by the co .. issjgner 

and 1 1/21 interest: 

rei fgr individual annuity and pure 3ndgwaent 

contracts issued go or after Jyly 1. 1979w other than single 

pre•jue iWMgdjate aooulty contracts• exclydjng any 

dl$4blllty and ACCidental death benefits in SUGb cootractsw 

tbg 1911 ipdiyjdual annuitY -ortality table or any 

.adifiGatign gf this table apprgved by the 'o••issioper apd 

, 1/21 interest fgr single prewiu• deferred annuity and pure 

egdzeant contraGts and \ 112\ interest tor all other such 

jndlyidqal annuity and p~re endowment contractsi 

tetidl for all annuities and pure endoweents purchased 

priCH' to ••••••, h-+9&6 .Wl.Ll.L_Ull• under group annuity 

and pure endoweent contracts, excluding any disability and 

accidental death benefits purchdsed under such contracts, 

the 1971 group annuity eortality table or any wodification 

of the table approved by the co.,missioner and 6~ interest; 

tdtLal for all annuities and pure endowments purchased 

on or after ~~y--ty--!98& ~y 1a 191~• under group 

annuity and pure endowwent contractsw excluding any 

disability and accidental death benefits purchased under 

such contracts. the 1911 group annuity eortality table or 

any .adificatlon of this table approved by the co••issioner 

-6-
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and ~0!• 1....J..LZ; interest. 

(2) After H~rch 11o 1973o any insurer •ay file with 

the co .. issioner a writt~n notice of its election to co•ply 

with the provisions of subsection (1) after a specified date 

t.efore January 1, l'H'l, which shall be the operative date of 

subsection (lt for such insurer. An insurer aay elect a 

different operative date for individual annuity and pore 

endow.ent contracts fro~ that elected for group nnnuity and 

pure endow.ant contracts. If an insurer •akes no such 

election, the operative date of this section for such 

insurer shall be J~nuary lo 1979.• 

Section 3. Section 33-2-525, KtAo Is a.anded. to read: 

•33-2-525. CoMmissioner's reserve valuation •ethod. 

(11 R~~ ~t_ds otherwise provided jn subsection l3t 

and 33=2-526(3\o reserves according to the co .. issioner•s 

reserve valuation method, for the life insuranc~ and 

endow•ent benefits of policies providing for a unifor• 

aaount of insurance and requiring the pay•ent of unifora 

pre•iu•s• shall be the excess, if anyo of the present value, 

at the date of valuation, of such future guaranteed benefits 

provided for by such policies, over the then present value 

of any future aodified net pre•iuas therefor. The aodified 

net pre•iuas for any such policy shall be such unifor• 

percentage of the respective contract pre•iu•s for such 

benefits that the present value, at the date of issue of the 
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policy, of all such •odified net pre•iuas shall be equal to 

the su• of the then present value of such benefits provided 

for by the poli~y and the excess of (aJ over (b)o as 

follOMs: 

(a) a net level annual pre•iu• e~ual to the present 

valueo at the date of Issue, of such benefits provided for 

after the first policy yearo divided by the present value, 

at the date of issue of an annuity of one per annu• payable 

on the first and each subsequent anniversary of such policy 

OR which a pr .. lua falls duet provided• howevero that such 

net level annual preaiu• shalt not exceed the net level 

annual pre•lu• on the 19-year pre•lu• whole life plan for 

insurance of the sa .. a•ount at an age 1 year higher than 

the age at Issue of $Uch policy; 

CbJ a net 1-year ter• prealua for su~h benefits 

provided for in the first policy year. 

(2) Reserves according to the co .. lssloner•s reserve 

valuation .. thod for the fpllpwing shall be calGulated by a 

eethod cgnslst•nt wjth the princlolas of this sectign. 

@IC&pt that aD¥ extra QF&WiU81 Charged becap$8 Qf 

jspajreepta qr special bazards shall be disregarded In the 

deter•ination of •gdjfjed net prewjy•s; 

L4l life insurance policies providing for a varying 

a.aunt of insurance or requiring the pay .. nt of varying 

premiu~ST~ 

-8-
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tbJ group annuity and pure endow.ant contracts• 

purchased UDder a rgt!re•ent plan or plan of deferred 

coegenaatioos established or aajntajned by an vaployer 

tincludlng a partnership or sole praprietorshjp) or by an 

eeployae grganlzatiopw or by baths other than a plan 

prgyjding ipdividual ratlr ... at accguots gr !ndivjdual 

retjreaeot annuities ygder •action ~OB of the Internal 

Beyeoye todeo as now or hereafter amended: 

~ disability and accidental death benefits In all 

policies and contracts•~ and 

idl all other benefits• except life insurance and 

endoweent benefits In life Insurance policles.~t--be 

~et:~-tty--e--llfthod--~+Hem-~he-prine+p+--ei' 

~h+-s-see1:+--11e~pt:-t:h81:--y elt't:t a p..-tne dtar§ed bee-sa 

ei'-ii!J'!!I i r-Ms-er-~-ttererth shal' be-~-t)ltt'tl~-+1'1 

~M-~rri..-.d.,..--o4--.ed1-fHoi--ne~--~e+- and beoefit..s. 

prpyjded by all pther annuity and pure endoweent contracts. 

131 raJ Subsection l3J!b1 applies to any annuitY and 

pure endoweent cQatLaCti other than group aopujty _and_~ 

eodpwwent contracts purchased yodgr a retirement plan Q[ 

plan gf deferred compensation established or aajntained by 

;m emplpyer Uru:.lu~ a partnership or sole proprietorship I 

QL_~ __ aa __ ~gy~_Rrgaojzation. or by both. other than~ 

plan proyldlng lodjyjdual retlreaent accounts or lnd!yjdyal 

retireaant annuities yoder iCCtlon ~DB of the Internal 

-9-

1 

2 

3 

~ 

5 

6 

7 

8 

9 

10 

11 

12 

13 

1<\ 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2~ 

25 

.. 

LC 0385/01 

geyeoye Cgdeo as now or hereafter amended. 

lbl Reserves accordlpg to the co .. issjoner•s annuity 

reserve eetbod for benefits yoder anoujty gr pyre endowsent 

contracts• excluding any djsabjllty and accidental deatb 

benefits IQ 5uch contracts• shall be the great~-~he 

respective excesses gf tbe present yalueso at tbe dat~ 

valyatjoor gf the fyt.ure guaranteed benefitS• locludjng 

guarantead ognforfe!ture benefits• proyjded for by such 

~ontracts at the eod of each respective coatract years oyer 

the present yalue• at ~~t yaluatjoo. of any fytuLe 

valuation considerati~~ed from future ~ 

cgnsjderatiqns reqyired_hy the ter•s of such contract that 

beco.e payable grjgr to ~ne_en~~~reipectjye contract 

rear. Ibe fytyre guaranteeG.beoefits shall be deterained by 

using tbs !IQrtaljty table. lf _ __any_._apd the interest rate or 

rates sptclfjgd in such cout~.L~ for deterMjn!ng guaranteed 

benefits. Ibe valuation cgosjderdtious are the portions of 

tb&_ respactlye grofs considerations applied ypder the teres 

of such cpotracts to determi~QQ~rfeiture yaluea•• 

Section 4. Section 33-2-5?.6, HC.A, is a~~ended to read: 

•33-2-52&. li~its options e~+e+eney a!njMyg 

reserves. (1) In no event shall nO lnsurer•s aggregate 

reserves for all life insurance policies, excluding 

disability and accidental death benefits, be less than the 

aggregate reserves calculated in accordance with the eetbed 

-10-
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wetbgds set forth in 33-2-525 and subsectjgn (31 pf thj$ 

$BCtigp and the ~o~tal ity table o~ tables and ~ate o~ ~ates 

of interest used in calculating nonforfeiture benefits for 

such policies. 

(2) Reserves fo~ any c~tegory of policies, contracts, 

or benefits as established by the co .. lssloner aay be 

calculated at the option of the insurer according to ~ny 

standards which p~oduce greater aggregate reserves for such 

category than those calculated according to the •iniaue 

standard herein provided, but the rate or rates of interest 

used fgr policjes agd contract$• ptber than aqnuity and pyre 

endowwent contracts. shall not be higher than the 

corresponding rate or rates of interest used In calculating 

any nonforfeiture benefits provided for therein. Pre9idedo 

hewewerw·~he~ -re~erve~--~Gr--p~+e+pet+ftg--++ft--+fts~ 

pe .. e+es •••w-~th--the--eOftSent~-~he ee .. lssrener.-be 

erierie~ed eecerd+ng-~e-~.,t~M interes~- tewer ~tHtn--the 

~ef--+n~eres~--u~--+n--e..+ea+et+~-~he-~+9+~ 

b~fte~~-~h-pe++e+e,.-~+-~~~~~-d+~fers--+ree 

~-r---1HH--ift--t:he eete11te~ien ef--t:he nenferfeit•r• 

b4mll'f+~-by--e-th81'1-i:-;-i.-C'f--t•..-'tfte--~twe-r--"-ring-~aetl 

pe++e+.s--1ftttf+--fi+e-v+tb-the-~~ri_,.--,+--~""'+d+ng 

f---'reqe~-~~-.4+-enyw in ~he ee§h--fllt"t'~ 

Wl+---end--fteftf'erh~-Mnef'~-+n-.ee~+e i es •• the 

~S'iener shsH-eppro.-

-11-
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(3) If !p any cgntract year the ~ross pre•lu• charged 

by JOY life insurer on any policy or contract Is less than 

the yaluatloo net pre•lua for the policy or contract 

8eeerdln~ ~-the--.. rte+~y--~.--~e-e+-in~erestw eftd 

calculated by the aethod used In Cdlculatlng the reserve 

ther-• ......-~-be-__.ftteined -on- ••dl eellcw -

een~reet e ~ef+e+eney- re,erwe -+n- edditlen- te elt ~ 

reser•e• -·~ired -by-'fe•• Fer eeelot-flfe~~_.. eeiitren 

the •fteieney reserve shell .. ~he er ...... -we+•ew eeeerdin~ 

te •-h st:et:derafw ef - -•ltJ ft'f -1he--dlfferenee lletween 

sweh--net preal•a end the pr .. t..-ehe~d-fer s•ch potter er 

. eentreetw a •miR~ h-I-the re-i ~titer -ef--....- preai•• per ing 

'""*" but yalng the wlnlayw yalyatiQD standarda qf 

eortaljty 3od rat• of inter•5t• the •ini.u• res•rye reqylred 

for sycb pgl ICJ or cpnt.ract. lball M t,lw great;er qf eltbsr 

the reserye calcylat•d •Gcordlng to the aprtallty tabla, 

rat.e gf interest• agd .. tbqd ect.ually used fgr sych policy 

or 'ont.ract. or the reserye calcylet@d by the aet.hQd actually 

used for such pgljcy gr contract but usjng the ejnl•u• 

$t.andards pf wgrt,ality and rate gf interest apd replaGing 

~ yaluatioo net preejy• by the actual grgss prewjue in 

ea,h 'ontra,t. year fgr wbiGh the yalyatlgn net greelue 

exceeds the actual grpss praaly@e• 

Section 5, Section 33-Zo-ZOl• MCA• Is a.ended to read: 

•33-20-201. Short title. This pa~t shall be kno~n as 

-12-
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·~~Standard Nonforfeiture Law for life Insurance•.•• 

Section 6. Section 33-20-206, HCAo i~ a~ended to read: 

•33-ZD-206. Mortality tables-- policies issued after 

operative date. (1) In the case of ordinary policies issued 

on or after the operative date of this section as defined 

herein, all adjusted preeiues and present values referred to 

In this part shall be calculated on the basis of the 

~s~iefters cg .. jssigner•s 1~58 standard ordinary 

.artality table and the rate of interest specified In the 

policy for calculating cash surrender values and paid-up 

nonforfeiture benefits, provided that: 

(a) such rate of interest shall not exceed 3 1/2~ per 

annue, except that a rate of Interest not exceeding ~• per 

annue •ay be used for policies issued on or after March lle 

1973 0 and prior to 6~e~y i• 1916 JulJ lo 19l9a and a rate 

of interest not ext~ding 5 ltzt 4- rear •ay be used for 

policjes !ssyed on or after JulJ 1, 1919; 

(b) for any category of ordinary insurance Issued on 

female risks, adjusted pre•iues and present values •ay be 

calculated according to an age not .are than i ~ years 

younger than the actual age of the Insured; 

(c) in cdlculating the present value of any paid-up 

ter• ln~urance with acco•panying pure endov•ent. If any, 

offered as a nonforfeiture benefit, the rates of eortality 

as su-d eay be not .are than those shown in the 
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ee .. ia•;e"e~ cg .. !ssjoner•s 1958 extended tere insurance 

table: 

(d) for insurance issued on a ~ubstandard basis. the 

calculation of any such adjusted preeiues and present values 

•ay be based on such other table of eortallty as •ay be 

specified by the coepany and approved by the co•missioner. 

(2) After ~uly lo 196lo any insurer •ay file with the 

co .. issioner a written notice of its election to comply with 

the provi~ions of this section after a specifi~d date before 

January lo 1966. After the filing of such notice, then upon 

such specified date (which shall be the operative date of 

this section for such insurer)• this section shall beco•e 

operative 

issued by 

with respect to the ordinary policies thereafter 

such insurer. If an insurer •akes no such 

electlono the operative date of this section for such 

insurer shall be January 1, 1q00.n 

Section 1. Section 33-20-207, HCAo is a•ended to read: 

•33-2G-207. Industrial policies-- eortality tables. 

(1) In the caoe of indust~ial policies issued on or after 

the operative date of this s~ction as defined herein, all 

adjusted preeiu•s and pre~ent vvlues referred to in this 

part shall be calculated on the basis of ee••issiftfters 

CQ .. i$sjpner•s 19bl standard inJustrial mortality table and 

the rate of intere~t specified in the policy for calculating 

cash surrender values and paid-up nonforfeiture benefits 

-14-
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p~ovided that: 

(a) such ~ate of inte~e~t shall not exceed 3 1/2% pe~ 

annu• except that a rat~ of intere~t not exceeding 4% per 

annu• aay be used for rolicies issued on or after Ha~ch 17• 

1973o and prior to ~enH~r~-l.-1966 Jyly 1. 1919o and a ~ 

gf interest not exceegjng 5 1/2% a year aaY be us@d for 

poljcje$ issyed go or ~r July 1, 1979; 

(b) in calculatin<J U>e present value of any paid-up 

ter• insurance with acco•panying pure endow•ente If any. 

offered as a nonforfeiture benefit• the rates of .artality 

aSSUIIed •ay be not 11ore than those 

~ .. jssjgoer•s 1961 industrial 

insurance table; 

shown in the 

extended ter• 

(c) for insurance issued on a substandard basis the 

calculations of any such adjusted pre•iu•s and present 

values •ay be based on such other table of .artality ,s aay 

be specified by the co•pany and approved by the 

co .. issioner. 

(2) After February 22, 1965• any insurer •ay file with 

the co .. issioner a written notice of its election to ca.ply 

with the provisions of this section after a specified date 

before January 1o 1968. After the filing of such notice• 

then upon such specified date (which shall be the operative 

date of this section for such insurer}• this section shall 

becoMe operative with respect to the industrial policies 
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thereafter issued by such insurer. If an insurer •akes no 

such election. the operative date of this s~ction for such 

insurer shall be January lo 1968.• 

NEW \EtJIQN. Section 8. Short title. [Sections 8 

through 20) shall be knovn as the •standard Nonforfeiture 

Law for Individual Oeferred Annuities•. 

MEN SECTION. Section 9. 

through 20] do not apply to any 

purchased under a retira.ent 

co.pensatlon established or 

Application. [Sections 8 

reinsurance. group annuity 

plan. or 

•alntained 

plan of deferred 

by an eaployer 

(Including a partnership or sole proprietorship» or by an 

eaployee organization• or by bathe other than a plan 

providing Individual retlr .. ent accounts or individual 

retire .. nt annuities under section 408 of t~ Internal 

Revenue Code• as now or hereafter a.ended, pre•lu• deposit 

fund• variable 

annuitye any 

annultJ• 

deferred 

invest .. nt annuity. 

annuity contract after 

i-diate 

annuity 

pay~nts have co .. enced• or reversionar'( annuit'( or to any 

contract which Is delivered outside this state through an 

agent or other representative of the co~any issuing the 

contract. 

NEW SECTION. Section 10. Nonforfeiture provisions. In 

the case of contracts is~d 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 

corresponding provisions 

co.alssioner are at least 

the following 

~o~hich in the 

as favorable 

provisions or 

opinion of the 

to the contract 

holder. upon cessation of payaent of considerations under 

the contract: 

(1) that upon cessation of payaent of considerations 

under a contract the CIHip-y will grant a pal d-up annul ty 

benefit on a plan stipulated In the contract of such value 

as is specified in (sections 13 through 16o and 18); 

(2) that If a contract provides for a lu~su~ 

settle.ant at ~aturity or at any other tl .. , than upon 

surrender of the contract at or prior to the co..anc .. ent of 

any annuity par-ents. the co•pany will pay in lieu of any 

paid-up annuity benefit a cash surrender benefit of such 

aaount as is specified in {sections 13o 1"• 16o and lB). The 

co.pany shall reserve the right to defer the pay .. nt of such 

cash surrender benefit for a period of 6 aonths after de•and 

therefor ~o~ith surrender of the contract. 

(3) a sti'lteaent of the -rtal ity tableo If anyo and 

interest rates 

.:mnuityo C<!Sh 

used in calculating any •ini•u• paid-up 

surrendero or death benefits that are 

guarante.-,d und"r the contract. together with sufficient 

infor•atlon to deter•lne the a•ounts of such benefits; 

(,.) a state .. nt that any paid-up annuityo cash 
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surrender, or death benefits that ~ay be available under the 

contract are not less than the •ini~u• benefits required by 

any statute of the state in which the contract is delivered 

and an explanation of the •anner in which such benefits are 

altered by the existence of any additional aaounts credited 

by the co•pany to the contractw any indebtedness to the 

co.pany on the contract, or any prior withdrawals fro• or 

partial surrenders of the contract. 

NEM SECIIQN. Section 11. Exception. Notwithstanding 

the requireaents of [section 10)• any deferred annuity 

contract .. y 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 •aturity on 

the plan stipulated In the contract arising fro~ 

censl~on paid prior to such period would be less than 

520 monthly, the co•pany may at its option ter•inate such 

contract by pay•ent in cash of the then present value of 

such portion of the paid-up annuity benefito calculated on 

the basis of the eortality table, if any, and interest rate 

specified in the contract for deter•ining the paid-up 

annuity benefito and by such payMent shall be relieved of 

any further obligation under such contract. 

NEW SEtTIONw Section 12. Mini•u• nonforfeiture 

aaounts. (1) The •ini•u• values as specified in [sections 13 

through 16o and 18] of any paid-up annuity. cash surrenderw 

-18-
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or death benefits ~vaildble under an annuity contract shall 

be based upon •inimu~ nonforfeiture a.ounts as defined in 

this section. 

{2) (a) With respect to contracts providing for 

flexible considerations, the minimum nonforfeiture a~unt at 

any tiee at or prior to the co-nce-nt of eny annuity 

payments shall be equal to an accueulation up to such ti

at a rate of interest of 'l:t a ye.Jr of percenta<jes of the net 

considerations (as hereinafter defined) paid prior to such 

tiee, decreased by the su• of any prior withdrawals froe or 

partial surrenders of the contract accueulated at a rate of 

interest of 3% a year and the aeount of any indebtedness to 

the coepany on the contract, including interest due and 

accrued, and increased by existing additional aeounts 

credited by the company to the contract. 

(b~ The net consideration for a given contract year 

used to define the •inimue nonforfeiture aeount shall be an 

aeount 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 

S30 and less a collection charge of S1.25 per consideration 

credited to the contract during that contract year. The 

percentages of net consideration shall be 65l of the net 

consideration for the first contract year and 87 1/2l of the 

net consideration for the second and later contract years. 
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Notwithstanding the provisions of the preceding sentence, 

the percentage shall be 65l of the portion of the total net 

consideration for any renewal contract year which exceeds by 

not .are than two tl.es the sue of those portions of the net 

considerdtion in all prior contract years for which the 

percentage was 6S~. 

(31 With respect to contracts providln9 for fixed 

schedule consideration, •inieue nonforfeiture aeounts shall 

be calculated on the <usu.ption that consideration is paid 

annually in adv.nce and shall be defined as for contracts 

with flexible payeents of consideration which are paid 

annually with two exceptions: 

(a) The portion of the net consideration for the first 

contract year to be accu..,l ated shall be the S(Je of 6'5l of 

the net consideration for the first contract year plus 

22 1/2* of the excess of the net consideration for the first 

contract year ovqr the lesser of the net considerations for 

the second and third contract years. 

tbl The annual contract charge shall be the lesser of 

S30 or 10~ of the gross annual consideration. 

(4, With respect to contracts providing for a single 

consideration, •ini.ue nonforfeiture aeounts shall be 

defined as for contracts with flexlble p~s bf 

considerdtion except that the percentage of net 

consideration used to detereine the •ini•u• nonforfeiture 

-21)-
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a.aunt shall be equal to 90~ and the net consideration shall 

be the gross consideration less a contract charqe of S75. 

NEW SECTtONe Section 13e Present value to equal 

•ini.u• nonforfeiture a.aunt. Any paid-up annuity benefit 

available under a contract shall be such that its present 

value on the date annuity pay.ents are to co ... nce is at 

least equal to the •lnl.u• nonforfeiture a.uunt on that 

data. Such present value shall be co.puted using the 

aortality table, if anyw and the Interest rata specified in 

the contract for deter•ininq the •ini.u• paid-up annuity 

benefits guaranteed In the contract. 

NEW SECTioN• Section lite Cash surrender benefits. For 

contracts ~hich provide cash surrender benefltsw such cash 

surrender benefits available prior to aaturity shall not be 

less than the present value as of the date of surrender of 

that portion of the •aturity value of the paid-up annuity 

benefit which ~auld be provided under the contract at 

aaturity arising fro• considerations paid prior to the ti .. 

of cash surrender reduced by the a.aunt appropriate to 

reflect any prior withdra~als fro• or partial surrenders of 

the contract, such present value being calculated on the 

basis of an interest rate not •ore than 1~ higher than the 

interest rat~ speclfleQ in the contract for accu.ulating the 

net considerdtions to deterMine such 11aturity VdlUE:t 

decreased by the aaount of any Indebtedness to the coapany 
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on the contractw including interest due and accrued, and 

increased by any existing additional a.aunts credited by the 

co•pany to the contract. No cash surrender benefit Nay be 

less than the •lniau• nonforfeiture aaount at that time. The 

death benefit under such contracts shall be at least equal 

to the cash surrender benefit. 

NEM SEtTIQN. Section 15e Paid-up annuity benefits. 

For contracts ~hlch do not provide cash surrender benefitsw 

the present value of any paid-up annuity bengfit available 

as a nonforfeiture option at any time prior to aaturity may 

not be less than th~ present value of that portion of the 

.aturity value of the p•ld-up annuity benefit provided under 

the contract arising fn'"' considerations paid prior to the 

tl .. the contract is suroendered in exchange for or changed 

to a defe·rred·'pa i d-up annu; ty, such present value being 

calculated for the pedod p.-iur to the aaturlty date on the 

basis of the interest rate specified In the contrdct for 

accumulating the net considerations to deteraine such 

•aturity value a,d increased by any existing additional 

aaounts credited by the compdny to the contract. For 

contracts ~hich do not provide any death benefits prior to 

the co..anceaent of any annuity payments, such present 

values shall be calculat~d on th~ basis of such interest 

rate and the mortality tdbT~ specified in the contract for 

deteralning the maturity value of the paid-up annuity 

-22-
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vJlue of a paid-up annuity 

the •ini.u• nonforfeiture 

."'.otur i ty date. For the 

purpose of determining the henefits calculated under 

[sections lit and 15]• in lhe case of annuity contracts under 

which an election may be made to have annuity pay~nts 

co-ence at: optional Rla1ul"ity dat<>s• the •aturlty date is 

the latest: date for which el<>ction is per•itted by the 

contract but aay not be later than the anniversary or the 

contract next following the .-..nr.uitdnt•s 70th birthday or the 

lOth anniversary of the contract. whichever is later. 

NEW SECIHJH. SecUon 11. St.:>te-nt of noninclusion of 

certain death benefits. Any contract which does not provide 

cash surrender benefits or does I!Ot provide death benefits 

at least oqual to the Minimu• nonforfeiture a.aunt prior to 

the co.-ence•ent of any ann~ity pay•ents shall include a 

state•ent in a pro•inent place in the contract that such 

benefits are not provided. 

NEW SECTION. Section 18e Adjusted benefit. Any 

paid-up annuity. cash surrender. or death benefits available 

at any ti~ other than on the contract anniversary under any 

contract with fixed scheduled consideration shall be 

calculated with allowance for the lapse of ti.. and the 

pay.ant of any scheduled consideration beyond the beginninq 
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of the contra<t year in which cessation of pdyaent of 

consideration under thP contract occurs. 

NEW SECTION. Section 19. talculatlon of henefits -

special benefits excluded. For any contract which provides, 

within the sa•e contract by rider or supplcr.ental contract 

provision• both annuity benefits and life Insurance benefits 

that are in excess of the 9reater of cash surrender benefits 

or a return of the qross consideration p->id ~ith interest, 

the aini.ua nonforfeiture benefits shall be equal to the su• 

of the ainl.ua nonforfeiture benefits for the annuity 

portion and the •inlau• nonforfeiture benefits• If any, for 

the life insurance portion ca.puted as If each portion were 

a separate contract. NotNithstandinq the provisions of 

(sections 13 throu9h 16w and 18]• addition~l benefits 

payable In the event of total and peraanent disability or as 

reversionary annuity or 

benefits or as other policy 

insurance, endow-nt• 

considerations for all such 

deferred 

benefits 

reversionary 

additional 

annuity 

to life 

and annuity benefits• and 

be additional benefits shall 

disregarded in a5'ertainlng the •inlau• nonforfeiture 

a.aunts. paid-up annuity. cash surrender. and death benefits 

that •ay be required by this section. The inclusion of such 

add i t i on a 1 benefits shan not b9 requIred i n any pai ~Ufl 

benefits• unless such additional benefits separately would 

require •iniau• nonforfeiture a•ount paid-up annuity, cash 

-z.-
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1 surrender, and death benefits. 

2 NEW SEtTIQN. Section zo. Operative date. After July 

3 1, 1979, any co•pany aay file with the co .. ission a written 

~ notice of Its election to co.ply with the provisions of this 

5 section after a specified date before July 1, 1981. After 

6 the filing of such notice, then upon such specified date, 

7 which shall be the operative date of this section for such 

8 co•pany, this section shall becoae operative with respect to 

9 annuity contracts thereafter issued by such coepany. If a 

10 co•pany makes no such election, the operative date of this 

11 section for such co•pany shall be July lo 1981. 

-End-
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Approved by Committee 
on Business and IndustEI 

z !'HRODUC£0 BY ~"P"# 1 Interest for group annuity and pure podgvaent contracts and 

2 3 l/2~ interest~ for all other sycb pglicjes and contracts 

3 BY REQUEST OF THE COMMISSIONER OF INSURANCE 3 or In the case of policies and contracts• other than annuity 

4 "' and pure endow.ent contractso issued on or after March 17, 

5 A BILL FOR AN ACT ENTITLED: •AN ACT TO REVISE THE lAW 5 1973• end Drier-to denae~~966. "'' interest for such 

6 RELATING TO STANDARD VALUATION AND STANDARD NONFORFEITURE 6 goli,jas jssued prjgr to Julr t. 1979, and 4 1121 interest 

7 IN LIFE INSURANCE; PROVIDING FOR ADOPTION OF ANNUITY 7 for such BQljcjes jssyed on or after July l• I919 9 and the 

B MORTALITY TABLES •NO PERMISSIBLE INTEREST RATES IN VALUATION 8 following tables: 

<; OF ANNUITY AND INSURANCE CONTRACTS; ADDING PROVISIONS , (at for all ordinary policies of life insurance Issued 

10 RELATING TO NONFORFEITURE IN INDIVIDUAL DEFERRED ANNUITIES; 10 on the standard basis. excluding any disability and 

11 AND AMENDING SECTIONS 33-2-523 THROUGH 33-2-526, 33-2Q-20lw 11 accidental death benefits in such policies. the 

12 33-20-206• ANO 33-~Q-Z07• HCA.• 12 co .. issioner•s 1941 standard ordinary .artality table for 

13 13 such policies Issued prior to the operative date of 

14 BE IT ENACTED BY rHE LEGISLATURE OF THE STATE OF MONTANA: 14 33-ZD-206, as aeended, and the com~issiooer•s 1958 standard 

15 Section lo Section 33-z-5Z3w MCAw is aaended to r~ad: 15 ordinary aortality table for such policies Issued on or 

16 "33-2-523. Contracts on or after the operativa date &f 16 after that operative date, except that for any category of 

17 33-lQ-213 -- valuation• (1) This section shall apply to only 11 such policies Issued on feaale rlskso aodified net premiums 

18 those policies and contracts issued on or after the Hi and present values, referred to in 33-2-525 and 33-2-526• 

19 operative date of 33-ZD-213• except as otherwise provided in 19 aay be calculated, at the option of the insurer with the 

20 33-~-524 for qroup annuity and pure endow~ent ~ontrarts zo approval of the co,.,.issionerr according to an age younger 

21 issued prio~ to that date. 21 than the actual age of the insured; 

l2. {2) Except as otherwise orovlded in 33-?-5~4. the 2~ (b~ for all industrial 1 ife ln<.urance policies issued 

;>3 minimum stJnd.:;rd for t.tlie valuation of all such puli~iec 23 on the stvnd.:H·G L.js. is, excludin~ any disability and 

24 contracts shall be the commissioner•s reserve valu~tion Zlo accidental death benefits in such policies, the 1941 

25 ~et~ed methods defined in 33-Z-525~ QUQ__l2-Z-526Ll~ 25 standard in~ustrial mortality table for such policies issued 
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prior to the nperatlve d~te of 33-lG-207• as aaendedo ~r.d 

the co .. issioner•s 1961 standard industrial .arta1ity table 

fbr such policies issued on or after that operative date; 

(c) for individual annuity and pure endowwent 

contracts, excluding any disability and accidental death 

benefits in such policies. the 1937 standard annuity 

.ortality table orw at the option of the insurer, the 

annuity .-ortality table for l949w ulti•atew or any 

.~lficatlon of either of these tebles approved by the 

co-issioner; 

(d) for group annuity and pure endow-lrt contracts• 

excluding any disability and accidental de.th benefits in 

such policieso the group annuity aortallty table for 19Slw 

any .,dlt'icat'lon of such table appnwed by the c-issioner• 

orw at the op•ion of the lnsurero any of the tables or 

.odifications of tables specified for Individual annuity and 

pure endow.ent contracts; 

(eJ (i) frr to~l and peraanent disability benefits In 

or suppleaentar, to ordinary policies or contracts: 

(A) ~or tolicles or contracts issued on or after 

January r, 1966, the tables of period ! dlsableaent rates 

and the 1930 to 1950 ter•ination rate~ of thQ 1952 

di5abllity 5tu6T 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 1• 1~6lw and prior to January 1• 1966. either such 

tables oro at the option o~ the insurer, the class 3 

dis3hility t0ble (1926}; and 

(C) for policies issued prior to January lo 1961• the 

class 3 disability table (1926); 

{li) any such table shallw for active lives, be 

co~ined with a •ortality table perMitted for calculating 

the reserves for life Insurance policies; 

(f) (it for accidental death benefits in or 

suppleaentary to policies: 

(A) for policies issued on or after January lo 1966• 

the 1959 accidental death benefits table; 

(B) for policies issued on or after January 1o 1961• 

and prior to January 1o 1~66• either such table oro at the 

option of the insurer 9 the intercoapany double indemnity 

~ortality table; and 

(C) for policies issued prior to January 1. 196lo t 

intercoepany double inda.nlty mortality tahle; 

(ii) either table shall be coabined with a mortality 

table permitted for calculating the reserves for life 

insurance policies; 

(g) for group life insuranceo life insuranc~ issued on 

the substandard basis and other special benefits, such 

tables as may be approved by the commissioner•" 

Section 2. Section 33-2-524 9 KCAw is amended to read: 
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"33-2-524. Individual and group annuity and ~>Ure 

endowment contr&·~ts -- valuation. 11) The •ini•u• standard 

for the valuation of all individual annuity and pure 

endowment contracts issued on or after fthe operative date 

of this sectionio as defined hereino and for all annuities 

and pure endowments purchased on or after that operative 

date, under group annuity and pure endow~nt contracts shall 

be the coe~issioner•s reserve valuation ~~nod eethods 

defined in 33-2-525 and the following tables and Interest 

rates: 

I a) for individual annuity and pure endowment 

contracts issued prior to denee~--t9&6 July lr 19l2o 

excluding any disability and accidental death benefits in 

such contr~cts, the 1971 individual annuity .artality 

or nny ~Qdification of this table approved 

table 

by the 

commissioner and 6:1: interest for si.ngle preslull! i111r:o;odiate 

annuity contracts and 4:1: interest for all other individual 

annuity and pure endoweent contracts; 

(b) f'tw--~nm~-+--~y-- end ptl~f!---endo-m: 

~ont~eet~--~~~ued-on-or-efte¥-~~-i~-~9e~-~~din~-eny 

di~ee+~~~y-end-&ee+~teT-dee~h~e~t~-+n-~~eh--eont~ee~~Y 

~he---+9~~--~+v~ eon~ity--ae~te++ty--teble--o~--ony 

no~+f'~~oo-o+-~-teb~epproved-by-~~-e~~~~~~~--nn~ 

3-+t~--i~e~e~~ fgr jndiyidual single premium jwaed~ 

annuil~atract~ jssued on or after July 1, 1919o excludjn~ 
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any disability and accidental death benefits In such 

cgotracts, the 1971 jndiyjdual annuity egrtaljty table gr 

any agdification of this table agproyed by the co .. !ssigoer 

apd 1 11Zl interest: 

lcl for iodiyjdual aopuit¥ aa4 pure andgwwent 

CQOtractS issygd QD QC after JUJ¥ 1w )919t other than slpgJe 

gre•iu• jaegdiate annuity &ontract5• excluding apy 

djsability and a&Cideotal death benefits jo such contracts• 

the 1911 jndiyidual apny!ty enrtality table or any 

DQdificatlgo of this table approved by the cqwajssloner and 

5 1121 interest for sjpgle prealum deferred apnyity and pure 

epdgweent cpntra&ts and ! lt2l Interest for all other such 

jodJyjdyaJ anpulty and pure endpwwent 'gotraGS$i 

fet~ for all annuities and pure endow.ents purchased 

prior to deo•ery tr-~&6 ~¥ ls 1919• under group annuity 

and pure endowa~nt contracts. excluding any disability and 

accidental death benefits purchased under ~uch contracts. 

the 1911 group annuity aortality table or any .edification 

of the table approved by the coaeissioner and 6~ interest; 

idtLel for all annuities and pure endow.ents purchased 

on or after 6enu~y--ly--t98e ~lr 1979, und~r group 

annuity and pure endow~nt contracts. excluding any 

disability and accidental death benefits purchased under 

such contracts. the 1971 group annuity eortality table or 

any ~odification of this table approved by the co••issioner 
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and ~~ 2-J.LZ,& ; nter-est. 

IZ) After March 17w 1973, any insur-er eay file Nith 

the coealssloner a written notice of its election to coeply 

vith the provisions of subsection (1) after a specified date 

before ~anuary 1, 19T9• which shall be the operative date of 

subsection (1) for such insur-er. An insurer eay elect a 

differ-e~ operative date for- individual annuity and pure 

endoveent contracts froe that elected for group annuity and 

pure eftd-nt contracts. If an insurer -kes no such 

elactlone the operative date of this section for such 

insurer shall be ~anuary 1• 1979.• 

Section 3. Section 3l-2-525e MCAe is a-ndecf to read: 

•33-Z-5Z5. co .. issioner•s reserve valuation eethod. 

(1) Reeer•u .Exceot, as otbarw· •s• prpyldad in &Yh••ction '3' 
and J!=Z•52+f31a r ... ryea 

reserve .ethod. 

according to the co .. issioner•s 

for the life insurance and 

en~nt 

valuation 

benefits of policies providing for 

tne pay-nt 

a unifore 

-nt of insurance and requiring of unifore 

preaiu.se shall be the excess. if any. of the present value. 

at the date of valuation, of such future guaranteed benefits 

provided for- by such policies, over the then present value 

of any futur-e .edified net preaiu•s ther-efor. The .edified 

net pre•iues for any such policy shall be such unifore 

percentage of the respectlv& contract pree•u•s for such 

benefits that the pr-esent value. at the date of issue of the 
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policy, of all s~h eodified net prewiu.s 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)• as 

follovs: 

(a) a net level annual pr-e•iue equal to the present 

value, at the date of issuee of such benefits provided for 

after the first policy year. 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 Nhich a preeiu• falls due; provided. hoNever. that such 

net level annual pre•lu• shall not exceed the net level 

annual pre•iu• on the 19-year pre•iue Nhole life plan for 

insurance of the same a-t at an age 1 year higher than 

the age at issue of such policy; 

fbt -a· -net 1-year ten~---~ f'or such Mnefits 

provided for In the first policy year. 

(2) Reserves according to the co .. issioner•s reserve 

valuation eethod for the fgllowjng shall be calculated by ~ 

aetbod cposlstent with the pr;n,iples of thjs sectjpno 

••c•pt tba~ anr •xtra pr••iu•s charged because of 

iWQajrMftts or- spBC.IaJ hazards sbaJJ be disregarded io __tQg 

deterwjnatlon of apdified net pre•iues: 

L4l life insurance policies providing for a varying 

awount of insur-ance or requiring the pay~nt of varying 

preeiuesyA 
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lb! [,lrPUJJ annuity and pure endow.ent contracts• 

~urcbased yoder _Q__C&tlresent plan or plan of deferred 

compensation. establisbed gr aaintaingd by an eaployer 

linclydlng a ~artnersb!p or sole proprjgtgrsbipl pr by an 

employee organization• or b • y both· other than 

~·ding jodjyjdual ret! a ~ r BMnt. acc:murts or 

retirement annuities lndly!dual 
under section 408 of 

&exgnue Cpdeo as now the lotcrnaJ 
or beteafter as•o4ed; 

~ disability and accidental death benefits In all 

policies and contracts•~ and 

~ all other benefits. except life Insurance and 

endowment benefits In life Insurance pollclesw--she~+--be 

ee+eirl ei:ed-Oy--e--llle'tt.od-eMs; rtent wi t.h t he--prif'lri,+e~ 

t.hf~-~eet~~·-•~eept.-t.het-~~a-preaf~eherged beeea~e 

Qroyjded by all other annuity and pure epdgwwent contracts. 

131 fa! Subsection 13llbl applies to any annyity and 

puce endowment cgntrac&• other than groyg annyltr and pyre 

eodpwsent cpntracts pyrcbased yoder a retlreeent plan or 

~ of deferred cowpensatlon established gr wa!ntained by 

an employer !jncludjng a partnership or sole proprletgrshipl 

or by an employee grganlzatiOD• gc by both• gthgr than a 

plan prgyjdjng jndjyjdyal ret!reaent accgynts gr jndi~ 

retirement anoultjes yoder section !08 of the Internal 
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Revenue Code, as ngw or hereafter aegoded. 

Jbt Beseryes according to the co .. issjoner•s annuity 

cesar.,. •tMd for benef) u under annuity or wre ltndcw ... nt 

contracts• wxclud!ng any disability and accidental d@ath 

benefits In $UGh cpntract•• shall be tb& greatest gf the 

respectiye ••c•a&es of the pre&ent valy•&• •t the Oat• of 

yaluatiQQr of tbs future guaranteed bCQefltsa JoclU4ing 

guaranteed ngnfgrfeityre benefits• provided for by such 

eont;cacts at t;be end of each respttc:t.ive c;potra&t year. over 

t;ha present yalue,· at; tbe date of yalyatlpna of ant fut.yre 

yaluatign oposjderat;lpos d&riyad frpa future grgas 

cansiderat.lpns required by tba teras of suCh contract that 

becQPB payable priqr to tbe end of such resPftCtlye contract 

year, Ibe future guaranteed benefits shall be deterwlogd by 

yslog t.ba wortaJity tabla, If lOY• pod tba lnt;arest rate or 

LBt:as 5P&eified In such contracts for d@terwlning gyarantaed 

benafltS• The valuation cgosiderat.ions are the portions gf 

the respective gros5 considerat;lgos applied yoder tbe ter•s 

pf $UCh LQDtracts tO daterwjD@ nonforfeityrg ya1U@$e• 

Section ~. Section 33-2-526• MCA• is a.ended to read: 

•33-2-526. LiMits options de-He+eftey wi pi wua 

reserves. (1) In no event shall an insurer's aggregate 

reserve& for all life Insurance policies. excluding 

disability and accidental death benefits. be less than the 

aggregJte reserves calculated in accordance with the .etched 

-10- 5r~ cty 
1 

" 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

1" 

lS 

16 

11 

18 

19 

20 

21 

22 

23 

21t 

2S 

lt 0385/01 

~etbods set fo~th in 33-2-SZS apd iYbi~ctioo 131 of tbjs 

section and the aortallty table or tables and rate or rates 

of interest used in calculating nonforfeiture benefits for 

such policies. 

(2) Reserves for any cate90ry of policies, contracts• 

or benefits as established by the commissioner .ay be 

calculated at the option of the insurer accordinq to ~ny 

standards which produce greater aggreg~te reserves for such 

~ategory than those calculated according to the ainl.u. 

sL~dard herein provided, but the rate or rates of interest 

used for pglicles •ad cgntracts• other thap annultJ AQd pure 

•eO •nt c•tr•ct•• shall not be higher than the 

corresponding rate or rates of Interest used in calculating 

anJ nonfor~eiture benefits provided for therein. P~ewldedw 

he .. •er; --~ -set wee f'ep a~i-pM*ft9 life lns~Jrence 

polielee ... ,, •ith the eensent--e#--the eo.atss+ene~.-be 

ee1ea1.ted eeeordine·te e rete of interest Je•e• the~ the 

~nenferfel~ 

~~in -ch petieiesw If saeh le•er rete lflffers--n-e. 

'Lfte- rete atsM i-the eelee1eti- D'f--the-tlenfot'fei hre 

benef+~ _, .. re then 11e ef t•~ inserer ie1eing sueh 

for-such equi tetsle i nerees~....,_eny.-1-ft~-eesfr-.-reMft' 

.. , .. , end ~•nfe• felt•re--~efits •~ s~Jeh pe1icies ee the 

~sioAeP ...... epprowew 
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(3) If in any contract year the gross premium charged 

by any life Insurer on any policy or contract is less than 

the yaluatjgo net preaiu~ for the policy or contract 

eecerdln~ ee e~ .. reality te-1e; t'ate-o+-+ntft'esty-end 

calculatpd by tho aethod used in calculating the reserve 

thereon. there-~--be--.. inteined -en--saeh--po++cy--~ 

• 4e•ieienew reserve In addition -to--e++--other 

resepyes- reaeirelf b• leww Fer eeeh ~~~ DOIIey-or-ellfttreet 

s11et1 -~ pr••••• end the preai- ehar~ed for sttcti'"110'H-ey-1:1~ 

eeft'traetw r-iRW f'er the re-inder e+--tfte--pf'efttta perin~ 

~ byt using tba ainiwya yaluation standards of 

.grtallty and rat• gf jptereat• the •inj•u• re$erye required 

fqr SUCh ppJICf gr CQOtract aball be th@ greater of either 

tba reserye calcylatad acpgcdlng to the pprtaljty tableo 

rat• of int•nast• and wetbgd actually ysed for sych poljcv 

or contract or the resarye calculated by the agtbgd actually 

used for sycb policy gr contract but usjog the mjnjaum 

stand8rds of pgrtality and rate of interest and replacing 

th• yaluetign net pr••iu• by the actual grgss premjua jn 

eadb contract year for which tbe yaluotjgo net premium 

exceeds tbe actyal gross preajya,• 

Section 5. Section 33-2o-2o1, "tAo Is aaended to read: 

•33-2o-201. Short title. This part shall be known as 

-12-
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·T~ ~Standard Nonforfeiture Law fgr Life Insurance•,•• 

Section 6. Section 33-20-206, MCAw is amended to read: 

•33-ZQ-206. Mortality tables-- policies issued after 

operative date. (1) In the case of ordinary policies issued 

on or after the operative date of this section as defined 

herein, all adjusted pre•iums and present values referred to 

in this part shall be calculated on the basis of the 

e-om•+~~e...-s commissjgner•s 1958 standard ordinary 

mortality table and the rate of interest specified In the 

policy for calculating cash surrender values and paid-up 

nonforfeiture benefits, provided that: 

(a) such rate of interest shall not exceed 3 1/2~ per 

dnnum, except that a rate of Interest not exceeding 4~ per 

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

1913, anc prior to denllarr.h.t9a6 .b!ly le J979r and a rate 

of interest not exceedjng 5 1/Zl a .year cay be u~eu __ LQ£ 

poljcjes jssued on grafter July le 1979; 

(b) for any category of ordinary insurance issued on 

fe•ale risks9 adjusted pre•iu•s and present values aay be 

calculated according to an age not core than ~ b years 

younger than the actual age of the Insured; 

(c) in calculating the present value of any paid-up 

term insurance with accompanying pure endowment, If dnyo 

offered as a nonforfeiture benefito the rates of eortality 

assumed may be not more than those shown in the 
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eee..,s~neP~ cg .. jssjgner•s 1958 extended ter• insurance 

table; 

(dJ for insurance Issued on a substandard basis. the 

calculation of any such adjusted prealuas and present values 

•ay be based on such other table of .artality as •ay be 

specified by the company and approved by the coaalssioner. 

(2) After July lo 1961• any Insurer aay file with the 

co .. issioner a written notice of its election to coaply with 

the provisions of this section after a specified date before 

January lt 1966. After the filing of such notice, then upon 

such specified date {which shall be the operative date of 

this section for such Insurer)• this section shall _beco.a 

operative with respect to the ordinary policies thereafter 

issued by such insurer. If an Insurer aakes no such 

election, the operative date of this section for such 

insurer shall be January lo 1966.• 

Section 1. Section 33-2D-20lt HCAo is aaended to read: 

•33-2Q-207. Industrial policies-- aortality tables. 

(1) In the case of industrial policies issued on or after 

the operative date of this section as defined herein, all 

adjusted pre•iuas and present values referred to in this 

part shall be calculated on the basis of ee .. issi~~ 

cg .. tssjgner•s 1961 standdrd industri~l aortality 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: 

C•t such rate of interest shall not exceed 3 1/2~ per 

annua except that a rate of interest not exceedinq ~~ per 

annua .ay be used for policies issued on or after Harch 17• 

19T3e and prior to 4enue" ~-+986 Julv 1. 1917• an4 a rate 

of jn&arcst QQ\ 91seftdjog 5 1/21 a year •ay be Y$ed fpt 

pplicjes iSSYftd go pr after Julv 1. 1919; 

(b) in calculating the present value of any paid-up 

tera Insurance with accoapanylng pure endowDent• If any. 

of~ered as a nonforfeiture benefit. the rates of aortality 

ass&a.ed _, be not .are than those shown in the ...... , ....... cawwi•s;oger•s 1761 industrial extended tera 

insurance table; 

(c) for insurance issued on a substandard basis the 

calculations of any such adjusted preeiuas and present 

values aay be based on such other table of aortality as aay 

be specified by the coapany and approved by the 

c-issioaer. 

12) After February 22• 1965• any Insurer aay file with 

the coaalssioner a written notice of its election to coaply 

with the provisioas of this section after a specified date 

before January l• 1968. After the filing of such noticee 

then upon such specified date (which shall be the operative 

date of this section for svch insurer)• this section shall 

beco.e operative with respect to the industrial policies 
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thereafter issued by such insurer, lf an insurer aakes no 

such election, the operative date of this section for such 

insurer shall be January 1, 196&.• 

NEM SECUON. Section 8w Short title, (Sections 8 

through 20) shall be known as the •standard Nonforfeiture 

Law for Individual Deferred Annuities•. 

8EV SECIIQ8• Section 9. Application. [Sections 8 

throu9h 20] do not apply to any reinsurance• group annuity 

purchased under a retireaent plan• or plan of deferred 

coapensatlon established or aaintained by an e111ployer 

(including a partnership or sole proprietorship! or by an 

eaploy

providhtg 

orgM11Zatfon, or by both. other than a plan 

individual retireaent accounts or individual 

retir ... nt annuities under section lt08 of the Internal 

Revenue Code• as now or hereafter a.ended, preaiue deposit 

fund, variable annuity. lnvestaent annuity, iiii!IICdiate 

annuity. any deferred annuity contract after annuity 

payaents have co ... nced• or reversionary annuity or to any 

contract ~hich is delivered outside this state through an 

agent or other representative of the coapany issuinq the 

contract. 

NEW 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 
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deliverP.d 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 

holder, upon cessation of payment of considerations under 

the contract: 

(1) that upon cessation of payDent of considerations 

under a contract the company will qrant a paid-up annuity 

benefit on a plan stipulated in the contract of such value 

as is specified in (sections 13 through l6t and 18); 

(2) that if a contract provides for a lump-su~ 

settlement at maturity or at any other tiaew than upon 

surrender of the contract at or prior to the co-.encement of 

any annuity paymentso the coapany will pay in lieu of any 

paid-up annuity benefit a cash surrender benefit of such 

amount as is specified in [sections.13, 14t 16, and lBJ. The 

company shall reserve the right to defer the payment of such 

cash surrender benefit for a period of 6 •onths. after deo•and 

therefor with surrender of the contract. 

(3) a state-ant of the aortality table, if anyo and 

interest rates used in calculating any •inimu• paid-up 

"nnuityo cash surrender, or death benefits that are 

~uaranteed under the contract, together with sufficient 

information to deter•lne the amounts of such benefits; 

{4) a statement that any paid-up annuity, cash 
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s.urrender, or death benefits that •ay be available under the 

contract are not less than the •lnlmu• benefits required by 

any statute of the state In which the contract is delivered 

and an explanation of the aanner In which such benefits are 

altered by the existence of any additional amounts credited 

by the co•pany to the contractw any indebtedness to the 

co•pany on the contract, or any prior withdrawals fro• or 

partial surrenders of the contract. 

NEW SECTIQN. Section 11. Exception. Notwithstanding 

the require-nts of (sect:lon 10]. 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 o~ the paid-up annuity benefit at maturity on 

the plan stipulated In the contract arising fro• 

consideration paid prior to such period would be less than 

S20 •onthly, the co•pany •ay at its option ter•lnate such 

contract by pay•ent in cash of the then present value of 

such portion of the paid-up annuit:y benefit• calculated on 

the basis of the •ortality tablet if any, and interest rate 

specified in the contract for deter•lnlng the paid-up 

annuity benefit. and by such payment shall be relieved of 

any further obligation under such contract. 

MEW $ECIION. Section lZe Minimu• nonforfeiture 

aaounts. tlJ The •ini•u• values as specified in (sections 13 

through 1bt and 18] of any paid-up annuity. cash surrender, 
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or death benefits available under an annuity con~ract shall 

be based upon alniaua nonforfeiture aaounts as defined in 

this section. 

(2) (a) With respect to con~racts providing for 

flexible considerations. the ainiaua nonforfeiture aaount at 

any ti.a a~ or prior to the co.-enceaent of any annuity 

payaents shall be equal to an accuaulation up to such tiae 

at a rate of interest of 3~ a ~ear of percentages of the net 

considerations (as hereinafter defined) paid prior to such 

ti••• decreased by the sua of any prior withdrawals fro• or 

partial surrenders of the contract accuaulated at a rate of 

Interest of 3~ a year and the aaount of any Indebtedness to 

the coapany on the con~racte including Interest due and 

accrued• and Increased by existing additional aaounts 

credited· by the coapany to the contract. 

(b) The net consideration for a given con~ract year 

used ~o define the alnlaua nonforfeiture a.ount shall be an 

aaount 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 

530 and less a collection charge of 51.2~ 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 8T 1/~ of the 

net consideration for ~he second and later contract years. 
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Notwithstanding ~he provisions of the preceding sentence. 

the percentage shall be 65~ of the portion of the ~otal net 

consideration fo~ any renewal contract year which exceeds by 

not aore than two tiaes ~he sua of ~hose po~tions of the net 

consideration in all prior contract years for which the 

percentage was 65~. 

(3t With respect to contracts providing for fixed 

schedule considera~ione •inlau• nonforfeiture amounts shall 

be calculat~d on the assuaption that consideration is paid 

annually in advance and shall be defined as for contracts 

with flexible payaents of consideration which are paid 

annually with two -ceptions: 

tat The portion of the net consideration fo~ the first 

contrac~ year to be accuaulated shall be the sum of 65% of 

the net consideration for the first contract year plus 

22 1/~ of the excess of the net consideration for the first 

contract year over the lesser of the net considerations fo~ 

the second and thl~d contract years. 

(b) The annual contract charge shall be the lesser of 

$30 or 10~ of the gross annual consideration. 

{It) With respect to contracts providing for a single 

consideration, •lniau• nonforfeiture amounts shall be 

defined as 

consideration 

consideration 

~ 

• • 

for contracts 

that 

with 

the 

flexible 

percentage 

payments 

of 

of 

net except 

used to determine the minimum nonforfeiture 
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amount shall be e<Jual t.o 90~ and the net consideration shall 

be the gross consideration less a contract charge of S75. 

NEW SECTION. Section 13. Present value to equal 

~ini.u• nonforfeiture a.aunt. Any paid-up annuity benefit 

available under a contract shall be such that its present 

value on the date annuity pay.ents are to co .. ence is at 

least equal to the •lnlau• nonforfeiture a•ount on that 

date. Such present value shalt be co•puted using the 

~ortality table. if any. and the interest rate specified in 

the contract for deter•ining the •iniau• paid-up annuity 

benefits guaranteed in the contract. 

NEH SECTION. Section 1~. Cash surrender benefits. For 

contracts which provide cash surrender benefits, such cash 

surrender benefits available prior to aaturity shall not be 

less than the present value as of the date of surrender of 

that portion of the •a·turity value of the paid-up annuity 

oenefit which would be provided under the contract at 

maturity arising fro• considerations paid prior to the ti•e 

of cash surrender reduced by the aaount appropriate to 

reflect any prior withdrawals fro• or partial surrenders of 

the contract. such present value beinq calculated on the 

basis of an interest rate not •ore than 1~ higher than the 

inter~st rate specified in the contract for accumulating the 

net considerations to deter•ine such 11aturity value. 

decreased by the amount of any indebtedness to the comp~ny 
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on the contract, including interest due and accrued, and 

increased by any existing additional aaounts credited by the 

company to the contract. No cash surrender benefit •ay be 

less than the •lnlmu• nonforfeiture aeount at that tl11e. The 

death benefit under such contracts shaJl be at least equaJ 

to the cash surrender benefit. 

NEW SECTION. Section lS. Paid-up annuity benefits. 

For contracts which do not provide cash surrender benefits• 

the present value of any paid-up annuity benefit available 

as a nonforfeiture option at any tlae prior to •aturity •ay 

not be less than the present value of that portion of the 

•aturity value of the paid-up annuity benefit provided under 

the contract arising fro. considerations paid prior to the 

time the contract is surrendered in exchange for or changed 

to a d•ferred paid-up aftnUity• such present value being 

calculated for the period prior to the •aturlty date on the 

basis of the intere5t rate specified in the contract for 

accu•ulating the net considerations to deter•ine such 

aaturity value and increased by any existing additional 

a•ounts credited by the co•pany to the contract. For 

contracts which do not provide any death benefits prior to 

the co81lencement of any annuity paymentse such present 

values shall be calculated on the basis of such interest 

rate and the •ortality table specified in the contract for 

deter11ining the maturity value of the paid-up annuity 
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benefit. Howeve~, 

benefit aay not be 

t.he pnuoent 

less than 

value of a pdid-up annuity 

the eini.ue nonforfeiture 

a.aunt at that ti~e. 

NEM SECTIQN. Section l6e Maturity 

purpose of deterelning the benefits 

date. For 

calculated 

the 

under 

[sections lit and 15}• in the case of annuity contracts under 

which an election eay be eade to have annuity payaents 

ca..ence at optional aatu~ity dates. the eaturity date is 

the latest date for which election is pereltted by the 

c~,tract but aay not be later than the anniversary of the 

con\':ract next'. fo11-ing the annuitant•s 70th birthday or the 

lOth anni-rsary of the contract, whichever is lat:er. 

NEM SfCilQN. Section 17. State.ent of noninclusion of 

certain death banef'it.s. Any contract which does not prowide 

cash surrender benefits or "lloes nett provide death benefits 

at least. equal to the einieue nonforfeiture aeount prior to 

the co ... nce.ant of any annuity payeents shall include a 

statewent in a proeinent place in the contract that such 

benefits are not provided. 

NEM SEtTlQN. Section l8e Adjusted benefit. Any 

paid-up annuity. cash surrender, or d .. th benefits available 

at any t.iae other than on the contract anniversary under any 

contract with fixed scheduled consideration shall be 

calcul~ ~ith ·allowance fer the lapse ~f ·ti.a and the 

payeent of any scheduled consideration beyond the beginning 

-23-
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pay~~ent of 

NEW SECTION. Section 19. Calculation of benefits --

special benefits excluded. For any contract which provides, 

within the saee contract by rider or supple.ental cont~act 

provision, 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 interest. 

the einiaue nonforfeiture benefits shall be equal to the sum 

of the elni.u• nonforfeiture benefits for the annuity 

portion and the einieue non~orfeiture benefits, if any, for 

the life insurance portion ca.puted as if each portion we~e 

a separate contract. Notwithstanding the provisions of 

[sections 13 through 16, and 18)w additional benefits 

payable In the event of~ aftd peneenent disability o~ as 

reversionary annuity or 

benefits or as other policy 

insurance. end-nt• 

deferred reversionary 

benefits additional 

annuity 

to life 

and annuity benefits, a •. d 

considerations for all such additional benefits shall be 

disregarded in ascertaining the •inieu. nonfo~feiture 

aeountsw paid-up annuity, cash surrender, and death benefits 

that aay be required by this section. The inclusion of such 

additional benefits shall not be required in any paid-up 

benefits, unless such additional benefits separately would 

require einieue nonforfeiture aeount paid-up annuityw cash 

-Zit-
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1 surrender, and death benefits. 

2 NEW SECTION. Section 20. Operative date. After July 

3 I• 1979, any company ftay file with the co .. ission a written 

4 notice of Its election to co•ply with the provisions of this 

5 section after a specified date before July I• 1981. After 

6 the filing of such notice. then upon such specified date• 

1 which shall be the operative date of this section for such 

8 co~pany. this section shall become operative with respect to 

9 annuity contracts thereafter issued by such co•pany. If a 

10 cooopany makes no such election, the operative ddt.e of this 

11 section for such co•pany shall be July 1• 1981. 

-End-
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INTRODUCED BY ~"p# 
BY REQUEST OF THE COMMISSIONER OF INSURANCE 

A BILL FOR AN ACT ENTITLED: •AN ACT TO REVISE THE LAW 

RELATING TO STANDARD VALUATION AND STANDARD NONFORFEITURE 

IN LIFE INSURANCE; PROVIDING FOR ADOPTION OF At.INtJITY 

MORTALITY TABLES •ND PERMISSIBLE INTEREST RATES IN VALUATION 

OF ANNUITY AND INSURANCE CONTRACTS; ADDING PROVISIONS 

RELATING TO NONFORFEITURE IN INDIVIDUAL DEFERRED ANNUITIES; 

AND AMENDING SECTIONS 33-Z-523 THROUGH 33-2-526• 33-2o-201• 

33-20-206o AND 33-~o-207o MCA.• 

BE IT ENACTED BY TRE LEGISLATURE OF THE STATE OF MONTANA: 

Section l• Section 33-2-~Z3o MeA, is aaended to read: 

•33-2-523. Contracts on or after the operative date of 

33-Zo-213 -- valuation. 11) This section shall apply to only 

those policies and contracts Issued on or after the 

operative date of 33-2o-213o except as otherwise provided in 

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

issued prior to that date. 

(2) Except as otherwise provided In 33-2-5~4• the 

mini~m standard for the valuation of all such pollcle5 and 

contracts shall be the coesissioner•s reserve valuation 

ee~hod methods defined in 33-2-52S. and 32-2-526!31s 52 
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interest fgr group annuity and pure endgwwent cgntracts and 

3 1/2~ Interest... for all gt;ber 5ucb pol ide$ and cgnt;rac;t:.$ 

or in the case of policies and contracts• ather than annuity 

and pure endow.ent contracts, issued on or after March 17• 

1973, end Drier ~o 4eneery b-t'Mh <\~ interest fgr 5111:h 

pqtlct•' ·1ssyed prigr ta July t. 1779. Aftd t ltZJ jnterest 

fgr SUCh·ogllcies jsaped QD grafter JulJ I) 3279• and the 

following tables: 

(at for all ordinary policies of life insurance issued 

on the standard basis• excluding any disability and 

accidental death benefits in such policies. the 

caa.issloner•s 1941 standard ordinary ~tallty table for 

such policies issued prior to the operative date of 

33-Zo-206, as a .. ndedo and the ca..issioner•s 1958 standard 

ordinary .artality table ~or such policies issued on or 

after that operative date, except that for any category of 

such policies Issued on fe•ale rlskse eodified net pre•iu•s 

and present values. referred to in 33-2-525 and l3-Z-5Zt, 

•ay be calculated. at the option of the in5urer with the 

approval of the coeaissionere according to an age younger 

than the actual age of the insured; 

(b) for all industrial life Insurance policies issued 

on the standard basis, excluding any disability and 

accidental death bene¥it5 in such policies. the 19ltl 

standard industrial .artality table for such policies issued 

-z- s B 9¥ 
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prior to the ...-ltt:l- ...... of 33-ZG-207• as a~~ended• and 

the co .. lssioner•s 1961 standard industrial .ortality table 

f~r such policies Issued on or after that operative d~te; 

(c) for Individual annuity and pure endovm<'nt 

contracts• excluding any disability and accidental death 

benefits in such policies. the 1937 standard annuity 

-rt.allty table or. at: the option of 

annuity .ortalit.y table for l9it9• 

~~lflcat.lon of either of these tables 

cOLwi &sioner; 

the insurer• 

ultl•ate• or 

approved by 

the 

any 

the 

(d) for group annuity and pure endow.ent contracts• 

excluding any disability and accidental death benefits in 

such policies• the group annuity eortallty table for 1951• 

any eodit'icat.~on of such table approved by the co .. l ss loner. 
' 

or. at the op.:l on of the Insurer• any of the tables or 

eodifications of tables specified for individual annuity and 

pure end-M contracts; 

(e) (I) f~r total and per.anent. disability benefits in 

or supple..nt.ary to ordinary policies or contracts: 

(A) for ~olicies or contracts issued on or after 

.J-aTY h ~96Yoo the tables of period 2 dlsableeent: rates 

and tn. 1930 to 

disability studl of 

1950 t.er•inat.ion rates of 

the society of actuaries• 

regard to the type of benefit; 

the 1952 

-.rith due 

(BJ for policies or contracts issued on or after 

-3-
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.lanuary 1-. T96Y• -d prior to J-ary h 1966• either such 

tables or. at the option of the insurer• the class 3 

disability table Cl926)i and 

(CJ for policies issued prior to January 1. 1961• the 

class 3 disability table (1926); 

Cl i) any such table shall, for active lives. be 

ca.bined vith a .artality table per•itted 

the reserves for life Insurance policies; 

for calculating 

(f) (I) for accidental death benefits in 01'" 

supple .. ntary to policies: 

(AI for policies issued on or after January 1, 1966• 

the 1959 accidental death benefits table; 

(B) for policies issued on or after January 1, 1961• 

and prior to January l• 1~66• either such table or. at the 

option of the insvrer. the interco•pany double indemnity 

eortality table; and 

(C) for policies issued prior to January l• 1961, t~ 

interco•pany double lnde.nlty •orta1ity table; 

(li) either table shall be co•bined with a mortality 

table per•it.ted for calculatinq the reserves for life 

Insurance policies; 

(g) for group life insurance. life insurance issued on 

the substandard basis and other special benefits. such 

tables as •ay be approved by the commissioner.• 

Section 2. Section 33-2-524• HCA, is amended to -,_~d: 

-4-
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•33-2-52~. Individual and group annuity and pure 

endowment contracts -- valuation. (1) The •ini•u. standard 

for the valuation o~ all individual annuity and pure 

endowment contracts issued on pr after tthe operative date 

of this sectionio as defined herein, and for all annuities 

and pure endowments purchased on or after that operative 

dateo under group annuity and pure endowment contracts shall 

be the coemissioner•s reserve valuation ~~ eethpds 

defined In 33-2-525 and the follOMing tables and interest 

rates: 

(a) for individual annu li:y and pure endow•nt 

contracts issued prior to ~•r tw ~ July le l9J9o 

excluding any disability and accidental death benefits in 

such contracts, the 1971 individual annuity .ortality table 

or any modification of this table approved by the 

commissioner and 6' interest for single pre•iu• i .. ediate 

annuity contracts and ~' interest for all other individual 

annuity and pure endow .. nt contracts; 

(bt ~-+1-uti witlael •-•i~' end pere endoweent 

eeft~~~--iss11ed on or eftet den11err tw-T98~~1ading eny 

~~itY end eeeidentet deeth benefits in s.eft--~~ 

'Ltte- i'Rt indh•idllel ennllitr -•telity ~ebte -er--etty 

~~~~ of the te~le eaerewed ~~ t~ e ... laeiener -end 

~-~r.--+~~~ for indiyjdual single prgmlue j .. gdiate 

annuity contracts jssued on gr after Jyly la 1979• excludjng 

-5-

.. "' " 

1 

z 

3 

• 
5 

6 

1 

8 

9 

10 

11 

12 

13 

1~ 

u 

16 

11 

18 

19 

20 

21 

22 

23 

2~ 

25 

,;. .. .. '· ~ • • • • • ... ... .. ~ "' 

LC 0385/01 

any disabjlity agd OS&id9ntal d8•th ben&fjts in such 

contract$• th• 1971 indlyidyal annuity eqrtality tablg gr 

an¥ MQdifi&atigp of \his table agprpyed by the co .. jssjoner 

apd I 1121 intaraat: 

'',) fqr ipdiyidual amujty and gqre andgcngt 

CAOt<•St$ lisped QD OC after JUly le l9J9w pther than aing]e 

filt••lu• 1.-dl;rte anoylty nntus;ta. excluding anr 

disabillt;J and ·ac;dd!lpt;aJ Ieat-h b ... fih lp .iYCh COpt;rAd$s 

t.ba l!U jndiyldyal 
1 

agnglf.y M!rUllty tabla or aw 

wpdlflcatlgo qf shts tabla agprpyed bX &be 'peelaeloger and 

5 )!A lntergt fpr single grniue deferred appyi&¥ i'Dd gu;re 

endzeent cont;rac;ss MM1 t ttD trrt•r•'t tor a11 qt;ber cw;h 

indlyidyal aMJIIty and wre MdSWMnt contracts: 

tet~ for all annuities and pure endowwents purchased 

prior t:o •••• y lw 1986 .lttly .,., 1;97;29·ttnder· voap-annuity 

and pure endowment contracts, excluding any disability and 

Kc:i dental death benefits purchased under such contracts• 

the 1971 group annuity mortality table or any modification 

of UWt table approved by the co-i ssiaaer and 6' interest; 

tdtial for all annuities and pure endoweents purchased 

on or after ~y--..--y9&6 July l• 1912• under group 

annuity and pure endowment contracts, excluding any 

disability and accidental death benefits purchased under 

such contracts. the 1971 group annuity eortality table or 

any aodificatlon of this table approved by the commissioner 

-6- 56 9i 
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and~ L.U.Z& interest. 

(21 •tter .. rch 17• 1973• any Insurer aay file with 

t~ co..lssioner a written notice of Its election to co•ply 

with the provisions of subsection (1) after a specified date 

~ore .January h 1979e which stwll be the operau- date of 

subsection (1J ~or such Insurer. An insurer aay elect a 

dlffereM operative date for individual annuity and pure 

endo-nt contracts froa that elected for group aoouity and 

pure end~ftt contracts. If an insurer •akes no such 

eh.-ctlon. tiM operatl- date of this section for such 

Insurer shall be .January 1• 1919·• 

Section 3. Section 33-2-525• "'A• Is aaended.to read: 

•33-Z-525• Ca..issioner•s reserve valuation ••thode 

(1) •ena wee Exc•t u ot;be,..ise prpylded in sybyctign (31 

apd 33:1-''''3'• reserP's according to the co .. issfoner•s 

reserve valuation -t:hod• for the life Insurance and 

endowaent benefits of policies providing for a unlfor• 

aaouat of insurance and requiring the pay .. nt of unifor• 

preaiuas. shall be the excess. If anye of the present value. 

at the date of valuation• of such future guaranteed benefits 

provided for by such policies• over the then present value 

of any future aodiflad net preaiuas therefor. The .adified 

net prealuas for any such policy shall be such unifor• 

percentage of the respective contract prealues for such 

benefits that the present value. at the date of issue of the 

-1-

.. .. .. .. 
~ • ... ,., 

"' . , ,. • 

1 

2 

3 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

19 

20 

21 

22 

23 

Zit 

25 

.... 

LC 0385/01. 

pollcyw of all such .adified net preaiuas shall be equal to 

the sue of the then preseftt value of such benefits provided 

for by the policy and the excess of (a) over (b)• as 

followu 

(at a net level annual pre•iue equal to the present 

value. at the date of issue. of such benefits provided for 

after the first policy year. 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 preeiue falls due; provided, however. that such 

net le-1 annual prealu• shall not exceed the net level 

annual preelua on the 19-year preeiu• whole life plan for 

insurance of the sa- -unt at an age 1 year higher than 

the age at Issue of such policy; 

(b)"·· -a· net: 1-year tara preetua for such benefits 

provided for in the first policy year. 

(2) Reserves according to the co•missioner•s rese~v~ 

valuation aathod for th• fgllgwing shall be calculated by a 

aetbgd cgosist•nt with the principles of this sectjonw 

except tba* anr extra prewjuws charged because of 

japairwants or special bazards shall be disregarded jn the 

4eterelnatign gf wpdified net prewiues: 

LAl life insurance policies providing for a varyin9 

aaount of insurance or requiring the payment of varying 

preaiu•s•.& 
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fbJ group Jrtnuit.y and pure endov-nt. cont:ract.s, 

~urchased under a rgtirepapt plan or plan of deferred 

comgepsatjgnr established gr ·waintalpftd bJ an ewplor•r 

fjncludipg a partnership or sple proprietprsbipl pr b¥ an 

em~Jgyee organization. pr by bgth· other than a plari 

proyjdjpg lndjy!dyal retlreweot ac&pynts pr lndlyldyal 

retjreaent annuities under •ectipn 4Q8 pf the lnt•rpal 

Reyenye Cpdss as ngw pr b9raaftar aaended: 

Lkl disability and accidental death benefits in all 

policies and contracts•£ and 

~ all other benefits, except life insurance and 

endowment benefits In life Insurance pollctes.--.he~ 

ee+erifted--tty--e---thoc:l eOI'Ia i stent • i ttl the pr I fte'IJill es of 

t~~r~~Oft--of woc:lifiec:l net prewi~W!I apd bepefit$ 

proyjded by all other annuit¥ agd pure aodowwent &ontract&• 

131 Cal Syb&e&tlgn 13Jfbt applies to anr anpyitJ agd 

pure endowun1: contract;• Ol.httr than grqup aMulty and DY'ft 

eodowwent contracts pyrcbasad under a retir ... nt plan or 

plan qf deferred co~epsatjgn established or walntalned by 

an eaplorer !lpcluding a partner&hip or &ole proprtctorsblpl 

or bJ an emploree organization• or by both• other then a 

plan proyjdjng jnd!yjdyal retireeeot ac&gynt& or jndiyldyal 

retirement anoultjes under section 4Q8 of the Interngl 

-9-
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BB¥RQU8 tgdet as nqw qr hereafter aweod•de 

Cbt Ra5eryas accprdJng tO the CQWMIIsipner•s annuity 

rgserve eet,bpd fpr benefits uruler aogyi\z gr pure enctcwnrrt 

Gontrocts, ••eluding any disability and acc;ldlntal da•th 

beoeflt;s jn IUCh s;ont;ract•• •ball be tbe.grytast pf the 

t9$pACtlye exce&$95 of the presegt yalURSa at the date gf 

yaluat;loos qf the fut,we guarMJ••d baptrflila Including 

guaranteed ngnfgtfelture benefit;$• prpyj4&d fpr b¥ such 

e,ontrAtt;l «t the encl qf uc;;h r••g4C,tlya Cgnt;(AC't r••• PYar 

tba preaent yaluee ·g t,lw dat;e gf Dluatlcwe qf · •t fyt_yre 

valuation consldetatiogs darlyed frgw fytyre gro•s 

cons i d!tnt i M$ qqyl red bJ the terM of $UGh contract: tb;d: 

beGQM · payable Prior to the 9ftd of sw;h rgpectlye ·c:ontract; 

rear. Iba fvt;yre guaranteed begeflt$ &hall be dat•r•lned bJ 

ualq Jba •rtalif;J' U;bl•· if .,. •ad , .. lot;er••t r•t• QC 

utes spec:lfled In 5uc;h &ootrads tor dtt•relntng ggarantnd 

benefits. Tbe yalyatlgn c:onsidarat.loos are the portions of 

tha re&gectlye gross c;gosldarat;lgn$ agpligd yoder t;be t;er•• 

of sycb contract• to dat•ralpe ngnfqrfvltyre yalges.• 

Sect;i on -'• Section 33-2-526• I'ICAw Is aweoded to read: 

•33-2-526. Li•its options def+c+eney e!njcyw 

reserves. Cl) Jn no event shall an Insurer's aggregate 

reserves for all life Insurance policies. excluding 

disability and accidental death benefits. be less than the 

aggregate reserves calculated in accordance with the ~hod 

-to- 58 ~77 

• • 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0385/01 

eethpd• ~et forth in 33-2-525 •ad sybses&iPD 'I' gt &his 

section and the wortallty tabla or tables and r.te or rates 

o' interest used In calculating nonforfeiture benefits for 

such policies. 

12) Reserves 'or any category of policies, contracts• 

or bena,lts as established by the ca..lssloner ••r be 

calculated at the option of the insurer according to any 

standards which produce greater aggregate reserves for such 

category than those calculated accordlnt to the einiaue 

st,.adard herein prowidedw but the rate or rates of interest 

USed fpr 191 te,Je& 40d CMt,racts• pthar thilft WMU•It,y and pere 

MdQweent; c;ootract;a. shall not be higher than the 

corresponding rate or rates of Interest used in calculating 

any nonforfeiture bene,lts provided for therein. Prowidadw 

he•ewarv ~- reserves far peatlelpatint life 1.-arenee 

pe++eiaa ••t• aith the eenaant of the e .. elaaienerv be 

ee1ea1atad eeeording te e rete ef intereat "'-t- then tfte 

rate of interest aaed in eeleateting the nenf .. feltare 

the rete 11aad in Ute eel-1eti- of~he-nenfoa feitltre 

ltanefU:!I ltr •re tlwft h'Z ef t•• the inaarar -+-tointt" saeh 

D81ieiee shalt file •ith tha ~asionar a plan prew+d+~ 

fer .. eh eeaitebla ifteree•••• if-enyv in the eesh sarrender 

...-+eaioner ahe11 epprowe• 
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(3) If in 001 contract year the gross premlue charged 

by any life Insurer on any policy or contract is less than 

the yalyatjgo net preeiue for the policy or contract 

eceor~f~ ~-tfte--.. r~e~itw ~--rete~n~e~~~en~ 

c•Jculet@d bJ tba eethod used in calculating the reserve 

ther-· ~hera shan Ita .. intelned -on--1aeh policy--or 

eo~reet • .. fieianey--re•erwe -+n- addi~ion ~-e++-~er 

r.,....,.--req~~i ratS -by 1 ewe-Fer-eeeh-stteh pol icy-o~-eem:reei: 

~ ... ieleRey reaerwa shell Ita the present~~ev-eeeor~~ 

to !laeh • ._.._P~; ef en onnalty of -the--tl+fference -hetween 

each nat ,reela• en~ the preei .. eherged fer ~~e++ey-or 

een~reetw rannin~ fer the re .. inder -ef--the--pre•itoe peJ+n9 

tMtf'hd but using tbt eini.ye yalyatjgo standards of 

wprJality and rate of interest• the •jnj•u• reserve required 

fpc •uch policy er cpntract shall be tbe greater of either 

tb@ raserye calcylote4 according to the pgrtality tables 

rate of jnterest- and aethod actually ysad for such poljcv 

or contract or the reserve calculated by the method actual~ 

ysed for such pOlicy or contract but using the mjoimum 

standards of wortaljty and rate of jnterest and replacjng 

the yalyetlpn O@t pce•iu• by the actual grQ$$ preejug jo 

each cgntr•ct year for which the yalyatjon net gremjym 

exceeds t;be actual grpss preeiye.• 

Section 5. Section 33-2G-20lw KCA, Is aeended to read: 

•33-ZG-201. Short title • This part shall be known as 

-12-
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•fhe ~S~andard Nonforfei~ure Law for Life Insurance•,•• 

Section 6. Section 33-2G-206e MCAe is a.anded to read: 

•33-2G-206. Mor~ali~y ~bles --policies issued af~er 

operative date. (ll In the case of ordinary policies issued 

on or after the operative date of this section as defined 

hereine all adjusted pre•luas and present values referred to 

In this part shall be calculated on the basis of the 

e-.+~~- cgnis&joner•s 1958 standard ordinary 

nortality table and the rate of interest specified In the 

policy for calculating cash surrender values and paid-up 

nonforfeiture benefitse provided ~hat: 

(al such rate of interest shall not excaed 3 1/~ per 

annum. except that a rate of interest not exceeding ~- per 

annum may be used for policies issued on or after March 17e 

1973, and prior to 4en•erJ tw t,.. JylJ '' ''1'• 40d a rate 

gf_jnterest not exceedjng 5 1tzt a year· •ay be used for 

poljcjes issued on or af~er Julx 1. 1919; 

(bt for any category of ordinary Insurance issued on 

fe•ale rlskse adjusted pre•iuas and presen~ values ••Y be 

calculated according ~o an age not aore than 3 ~ years 

younger than the actual age of ~he insured; 

(c) in calculating the present value of any paid-up 

ter• insurance with acca.panying pure end~aente If anye 

offered as a nonforfeiture benefite the rates of •ortality 

assumed may be not •ore than those shown in the 
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co .. issioner•s 1958 extended ter• insurance 

table; 

(dJ for Insurance Issued on a substandard baslse the 

calcul~ion of any such adjusted pre•iu•s and present values 

.. Y be based on such other table of .artalf~y as eay be 

specified by the co.pany and approved by the C08aissioner. 

(2) After July lt 196le any Insurer .. y file Mlth the 

co .. issloner a written notice of its election to ca.ply Mi~h 

the provisions of thi~ section after a specified date before 

January 1e 1966. After the filing of such notice, then upon 

such specified date (which shall be the operative date of 

this section for such Insurer)• this section shall becoae 

operative with respect ~o the ordinary policies thereafter 

issued by such insurer. If an Insurer •akes no such 

election• the bperatlwe date of this section for such 

insurer shall be January l• 1966,• 

Section 1. Section 33-lG-207• KCAe Is aaended to read: 

•33-2G-207. indus~rial policies-- aortality tables. 

(1t In the case of indus~rial policies Issued on or after 

the operative da~e of this section as defined hereine all 

adjusted pre•iues and presen~ values referred to In this 

part shall be calculated on the basis of ee-i ss I oner s 

cg .. !sslooer•s 1961 standard industrial .artality table and 

the rate of interes~ specified in the policy for calculating 

cash surrender values and paid-up nonforfei~ure benefits 
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prow I dad that: 

(a) such rate of interest shall not e.ceed 3 112• per 

aqnue except that a rate of interest not exceedln9 •~ per 

annue .ay be used for policies issued on or after March 11, 

1973, and prior to ••"'-•• b l9 .. .Jyly I. 1'79. and • rate 

pf int;er•&t. npt eveectlgg 5 1121 • year MY be ysed fpr 

pqlicin iullltd m or aft:ar ,July h 1979; 

(b) in calculating the present value of any paid-up 

tere insurance with accoepanying pure endoweent• if any• 

offered as a nonforfeiture benefit, the rates of eortality 

assueed -y be not -re than those ~&hown In the 

co .. issiqnar•s 1961 industrial extended tere 

Insurance table; 

tcJ for insurance Issued on a substandard basis the 

calculations of any such adjUsted pr-iuu and present 

values -y be based on such other table of -rtal ity as .ay 

be specified by the CotafNII'y and approved by the 

c-issi-r. 

C21 After February ZZe 1965, any insurer aay file with 

the c-issioner a written notice of its election to c~ply 

with the provisions of this section after a specified date 

before .January 1• 1968. After the filing of such noticew 

then upon such specified date (which shall be the operative 

date of this section for such insurer)• this section shall 

bee- operatIve with respect to the i ndustr i a 1 po 1 i c i es 
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thereafter issued by such insurer. If an insurer eakes no 

such election• the operative date of this section for such 

insurer shall be January 1e 1968.• 

NEM $fC.JION. Section Be Short title. [Sections 8 

through 20] shall be known as the •standard Nonforfeiture 

Law for Individual Deferred Annuities•. 

NEW SE,TIDNe Section 9. Application. [Sections 8 

through 20] do not apply to any reinsurance, group annuity 

purchased under a retireeent plane or plan of deferred 

coepensatlon established or eaintained by an employer 

(Including a partnership or sole proprietorship) or by an 

eeploy

prowidlng 

organization, or by both, other than a plan 

Individual retlreeent accounts or individual 

reU r-nt annuities under section "08 of the Internal 

Revenue Code, as now or hereafter aeended, preelu• deposit 

fund• variable annuity• investeent annuity. iemediate 

annuity• any deferred annuity contract after annui-t" 

payeents have co ... nced• or reversionary annuity or to any 

contract which is delivered outside this state through an 

agent or other representative of the company issuing the 

contract. 

NEW SECTIQNe 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] sh?11 be 
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delivered or issued for delivery In this state unless It 

contains in 

corresponding 

substance 

provisions 

commissioner are at least 

the following 

which In the 

as favorable 

provisions or 

opinion of the 

to the contract 

holder. upon cessation of pay .. nt of considerations under 

the contract: 

(l) that upon cessation of pay .. nt of considerations 

under a contract the coapany will grant a paid-up annuity 

benefit on a plan stipulated In the contract of such value 

as is specified in [sections 13 through 16• and 18]; 

(2) that if a contract provides for a lu~sua 

settleaent at maturity or at any other tiaew than upon 

surrender of the contract at or prior to the co ... nceaent of 

any annuity payaentso the co•pany will pay in lieu of any 

paid-up annuity benefit a cash surrender benefit of such 

amount as is specified In [sections 13t 11ot 16, and 18]• The 

co.pany shall reserve the right to defer the pay•ent of such 

cash surrender benefit for a period of 6 aonths after deaand 

therefor with surrender of the contract. 

(3) a statement of the aortallty tablew if any, and 

interest rates 

annuity. cash 

used in calculating any ainieua paid-up 

surrender• or death benefits that are 

guaranteed under the contract. together vith sufficient 

inforaation to deter•lne the amounts of such benefits; 

(4) a state111ent that any paid-up annultyw cash 
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surrender• or death benefits that aay be available under the 

contract are not less than the •lni.ua benefits required by 

any statute of the state in which the contract is delivered 

and an explanation of the aanner In which such benefits are 

altered by the existence of any additional a.ounts credited 

by t.he coapany to the contract, any indebtedness to the 

coapany on the contract, or any prior withdrawals fro• or 

partial surrenders of the contract. 

MEV SUIJQN, Section lle 

the requir-nts ·of (section 

contract aay provide that If 

Exception. Notwithstanding 

10}• any deferred annuity 

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 aaturity on 

the plan stipulated In the contract arising from 

con.ideret._.peld prior ~~uc:h period would be less than 

SlO eonthlyw the coepany aay at Its option terminate such 

contract by payment. In cash of the then present value of 

such portion of the paid-up annuity benefit• calculated on 

the basis af the aortality tablew if any, and interest rate 

specified ln the contract for deteraining the paid-up 

annuity benefitw and by such pay•ent shall be relieved of 

any further obligation under such contract. 

MEW SECTJQH. Section 12• Mini~e nonforfeiture 

aaounts. (1) The ainiaue values as specified in (sections 13 

through l6o and 18] of any paid-up annuity, cash surrender• 
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or death benefits available under an annuity ~ontro~t ~hdll 

be based upon ainl.ua nonforfeiture a.ounts as defined In 

this section. 

(2) (a) With respect to contracts providing for 

flexible considerations, the aini.ua nonforfeiture a~unt at 

any tl• at or prior to the c-nce-nt. of any annuity 

pay.ents shall be equal to o1n accu-lation up to such ti

at a rate of interest of 3' a year of percentages of the net 

conslcleratlons (as hereinafter defined) paid prior to such 

tr,~. decreased by the sua of any prior withdrawals fro. or 

partial surrenders of the contract accu.ulated at a rata of 

interest of 31; a year and the -nt. of any Indebtedness to 

the coapany on the contrac:tw Including 

accrued• and Increased by existing 

credited-by the c011pany to t1te Contract. 

Interest 

additional 

due and 

aaounts 

(b) The net consideration for a given contract year 

used to define the alni.ua nonforfeiture aaovnt shall be an 

.-nt 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 

S30 and less a collection charge of S1.25 per consideration 

credited to the contract during that. contract year. The 

percentages of net consideration shall be 65t of the net 

consideration for the first. contract year and 81 1/21; of the 

net consideration for the second and later contract years. 
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Notvith:U.anding t.he pr_ovisions of the preceding sentencew 

the percentage shaH be 65* o~ the portion of the total net 

consideration for any reneval contract year which exceeds by 

not .are than tw~ ~i .. s the sua of those portions of the net 

consideration in all prior contract years for vhich the 

percentage was 65~ 

(3) With respect to contracts providing for fixed 

schedule consideration, minimu• nonforfeiture amounts shall 

be calculated on the assuaption that. consideration is paid 

annually in advance and shall be defined as for contracts 

vith flexible pay .. nts of consideration which are paid 

annually vlth two exceptions: 

ta) The portion of the net consideration for the first 

contract year to be accu.ulated shall be the sum of 65~ of 

the net consideration for the first contract year plus 

Z2 ~/21; 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 lesser of 

$30 or lOt of the gross annual consideration. 

(~) With respect to contracts providing for a single 

consideration, mini.um nonforfeiture amounts shall be 

defined as for contracts with flexible payments of 

consideration except. 

consideration used to 

.. • • •. .. 

that the percentage of net 

determine the •lniaum 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 Sl5e 

NEW SECTION. Section 13. Present value to equal 

mini.ua nonforfeiture a~unt. Any paid-up annuity benefit 

available under a contract shall be such that its present 

value on the date annuity payeents are to co ... nce is at 

least equal to the alnl.u• nonforfeiture a~nt on that 

date. Such present value shall be computed using the 

mortality table. if any, and the interest rate specified in 

the contract for deteraining the ainiaua paid-up annuity 

benefits guaranteed in the contract. 

NEW SECTIONe Section l~· Cash surrender benefits. For 

contracts ~hich provide cash surrender benefits• such cash 

surrender benefits available prior to aaturity shall not be 

less than the present value as of the date of surrender of 

that portion of the aaturity value of the paid-up annuity 

benefit ~hich ~ould be provided under the contract at 

maturity arising fra. considerations paid prior to the tiMe 

of cash surrender reduced by the aaount appropriate to 

reflect any prior withdravals froa or partial surrenders of 

the contract, such present value being calculated on the 

basis of an interest rate not ~re than lt higher than the 

interest rate specified in the contract for accu.ulatlng the 

net considerations to deteraine such aaturity value, 

decreased by the amount of any Indebtedness to the coapany 
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on the contract, Including Interest due and accrued• and 

increased by any existing additional amounts credited by the 

coapany to the contract. No cash surrender bene~it aay be 

less than the elnl•u• nonforfeiture amount at that tiee. The 

death -.efit under such contracts shall be at least equal 

to the cash surrender benefit. 

MEW SEtTIPNa Section l5e Paid-up annuity benefits. 

For contracts ~hlch do not provide cash surrender benefits• 

the present value of any paid-up annuity benefit available 

as a nonforfeiture option at any tl .. prior to eaturity .. y 

not be less than the present value of that portion of the 

aaturi ty value of the paid-up annuity benefit provided under 

the contract arising froa considerations paid prior to the 

tiMe the contract is surrendered in exchange for or changed 

to a del~tr..t'paid-up alinultY• such pre~ val- being 

calculated for the period prior to the maturity date on the 

basis o~ the interest rate specified In the contract for 

accuaulaUng the net considerations to determine such 

aaturity value and Increased by any existing additional 

aaounts credited by the coapany to the contract. For 

contracts vhich do not provide any death benefits prior to 

the coamenceeent of any annuity pay..ntsw such present 

values shall be calculated on the basis of such interest 

rate and the mortality table specified In the contract for 

deteralning the maturity value of the paid-up annuity 
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benefit. However, the pre&eRt value of a paid-up annuity 

benefit: _, not be less t:IMn the •ini .. • nonforfeiture 

aeount at that ti•e• 

NEM S§[IlQN. Section 16. Maturity date. For the 

purpose of ~•r•lning the benefits calculated under 

(sections 1~ __. 15)• in the case of annuity contracts under 

which an el•t.ion _, be •llde to have annuity pay-nts 

co..ence at optional -turlty dates. the •aturlty date Is 

the latest date for tlhich election Is pereitted by the 

cc.'nt:ract but -y not be later than the anni-rsary of the 

contract next foll-ing the -uitant•s lOth birthday or the 

lOth amU-rsary of the colrtract. whichever is later. 

N£M Sf'IIQNe Section lle State .. nt of noninclusion of 

certain· de•th benefits. Any contract which does not prOYide 

cash surr~ benefits or·doe&~not pro.lde de~ benefits 

at: least: equal t:o the •inieue nonforfeiture aaount prior to 

the c-nc-nt of -y annuity par-nt:s shall include a 

sut-nt In a pr-inent place In the contract that &uch 

benefits are not provided. 

NEW SEtTIQN. Section 18• Adjusted benefit. Any 

paid-up annuity. cash surrender• or 6eath benefit& available 

at. any t:i .. other than on the contract. anniversary under any 

contract: with fixed scheduled consideration shall be 

calculated with allowance for the lapse of tl.a and the 

paYJ18nt of any scheduled consideration beyond the beginning 
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of the contract year In which cessation of pay .. nt of 

consideration under the contract: occur&. 

HEW SECTIONr Section 19. Calculation of benefits -

special benefits excluded. For any contract which provides. 

within the saee contract by rider or supple .. ntal contract 

provision. both annuity benefit.& and life Insurance benefits 

that. are in excess of the greater of cash surrender benefits 

or a return of the gross consideration paid with interest. 

the •inieu• nonforfeiture benefits shall be equal to the sum 

of the •lnleu• nonforfeiture benefits for the annuity 

portion and the •inieu• nonforfeiture benefits. if any. for 

the life Insurance portion coeputed as if each portion were 

a separate contract:. Notwithstanding the provisions of 

[section& 13 through 16• and 18)• additional benefits 

payable In the event: of total and peraanent disability or as 

reversionary annuity or deferred reversionary annuity 

benefits or as other policy benefits additional to life 

insurance. end~nt.• and annuity benefits, a,od 

considerations for all such additional benefits shall be 

disregarded in ascertaining the •ini.um nonforfeiture 

aeounts. paid-up annuity. cash surrender• and death benefits 

that eay be required by this section. The inclusion of such 

additional benefits shall not be required in any paid-up 

benefits. unless such additional benefits separately would 

Tequire •inieu• nonforfeiture aeount paid-up annuity. cash 
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1 surrender, and death benefits. 

z NEW SECTlQN. Section ZOe Operative date. After July 

3 lw 1979, any coapany .ay file vlth the co .. ission a written 

4 notice of Its election to coaply with the provisions of this 

5 section after a specified date before July 1w 1981. After 

6 the filing of such notice, then upon such specified date, 

7 which shall be the operative date of this section for such 

B companyo this section shall become operative with respect to 

9 annuity contracts thereafter issued by such coepany. If a 

10 co•pany makes no such election• the operative date of this 

11 section for such co•pany shall be July lo 1981. 

-End-
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SENATE BILL NO. 94 

INTRODUCED BY HAZELBAKERt DOVER 

BY REQUEST OF THE COMMISSIONER OF INSURANCE 

A BILL FOR AN ACT ENTITLED: •AN 

RELATING TO STANDARD VALUATION 

ACT TO REVISE THE LAW 

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 33-2-526t 33-2D-20lt 

33-20-206t ANO 33-20-207t HCA.• 

BE IT ENACTEO BY THE LEGISLATURE OF THE STATE OF HOIITANA: 

Section 1. Section 33-2-52lt MCAt is a.ended to read: 

•33-2-523. Contracts on or after the operative date of 

33-Z0-213 --valuation. (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 endowftent contracts 

issued prior to that date• 

(2) Except as otherwise provided in 33-Z-524• the 

mini•um standard for the valuation of all such policies and 

contracts shall be the co .. issioner•s reserve valuation 

.ethod .atbg~ defined in 33-Z-525• 4Qd__lZ;l-526131o 51 
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inttt~U;_fQLwLIW~JWil.X.Jnd pure ~t.~U_.uu! 

3 lfZ~ interest? fQL_alJ otber ~ggljcjes--4Qd cgntracts 

or in the case of policies and contracts. other than annuity 

and pure endow.ent contracts. issued on or after "arch 17o 

1973, end-pP~-~-deftae•y-ty-t9&6y ~~ Interest tAL--~ 

PGlitlu __ inuciL_IlJ:ioL_t.Q_.[u.l¥-.h-1212..a._4ru1--LlLll-inteu.u 

UL~Ur.tlJI~aLU11UU1--Wl-QL.ilft.er Jyl :t-.l.a~jo and the 

following tables: 

~a) for all ordinary policies of life insurance issued 

on the standard basiso excluding any disability and 

accidental death benefits 

co .. issioner•s 1941 standard 

such policies issued prior 

in such policies. the 

ordinary eortality table for 

to the operative date of 

l3-ZQ-Z06, as aeendedo and the co .. issioner•s 1958 standard 

ordinary ~rtality table for such policies issued on or 

aft~r that operative datet except that for any category of 

such policies issued on fe•ale riskso ~dified net preeiums 

and present values. referred to in ll-2-5Z5 aQd_l~Z~• 

•ay be calculated, at the option of the insurer with the 

approval of the ca.missionero ~ccording to an age younger 

than the actual aqe of the insured; 

lbl for all industrial life insurance policies issued 

on the standard basiso excluding any disability and 

accidental death benefits in such policies. the 1941 

standard industrial mortality table for such policies issued 
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prior to tt¥1 op~rat i lf!l dat• of 31-ZO-ZOl • a~ a•'!!Od'l!do and 

th'!! co ... i ss looer •s 1':161 ;r.tand•rd I ndu;r.tr lal ~rta1 i ty ta_ble 

for ~vch p~Jicie~ i~sued on or after that operative date; 

tc) for individual annuity aod pure endowl!lent 

contqtc~;r., el'lcluding ~ny dis,bil itY and accid"''-al death 

b'l!n!lfits In such 

~_rtality table oro 

polici'!!s• th~ 1937 st~ndard annuity 

at t~ option of the insurer, t~e 

iil~nuity aortal; ty 

Mdi f i ~ati.cm ~~ -.U~J:\er 

co.,iJ;>ioner; 

ta_ble for 

of tb:ttse 

191t9o ultiaateo 

tabJe;r. app_roy~~ 

or 

l?y 

any 

t.h~ 

(d) for group an.nuity ~d' p_ur~t endO)II.nt ccmtractso 

e~cludin\) ~)'disability ao4 a_cc_id9f\ta1 death benefits _in 

sucb policies, the 9roup annyity aortality table for 1951w 

any ao"if ication of SUCh tabl!l apprqy!ld b)' th!a CO.I!!IIi$Sione.ro 

oro at the qption of th_e insurer, any of the tables or 

IIIOd If I cations of tables sp,!!C if ied f_or indIvidual annuity and 

pure endoy.,ent contracts; 

(e) {i) for total and per,.an:en:t. disabili.ty b!tne.fhs in 

or supple•ntary to ordin~vy policies or cr;~n:tracts: 

(A) for pol ici.es or contracts issued on or after 

January lo 19~• tl:>e tables of p_!lriod 2 disabl_e-.en:t. rates 

and the 1930 to 1950 tji!r•ination rates o.t the 1952 

disability !it.udy of the society of actu;trieso with due 

regard ;to th'!! t_ype of b!lnef it; 

18) for policies o.r contracts issued on or after 
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January h 19~~~ ~r:td pr,il?f ~o J'nu~ry h 19~<-• eit.h'!!r such 

tables or. .n ~"• Qp~ion of tf:\e insur"'r• t~ cla~s 3 

dlsabill~y table (1926}; ~nd 

CC) for PQlicie!' issued pri9r to Jc.muary 1• 1961~ the 

clasi 3 ~~~f.biJity t~bl~ ~J~Z6}; 

Iii) any ~uc~ t~le sh~l)~ for a~tive lives. be 

col!lbine~ vi_th ~ .~rtaHty t,_ble p~r"~t:ted for ca,cu1'\'.tin9 

~e. r_eserve~ (Of nff in.,~,t,r,R,CI!J .P9,icci~~; 

~ f} C iJ r,_r ;u:c,i h~~'~ c;l,f~ ben!'f.i ts irt or 

~upplee~a,ry t<? ~~ i_cp!'~: 

{~) 19T R!'lic.l,pf l~st,lfc,t Of.' !If flft'lr ~!JTWfrY J.• J96_b• 

t..he J'1~9 fCCi4Jt,nt~1 4:91-i.ttil b-t.QI!fits ta,l)le; 

HIJ fqr 11.91 rc;,~ iS,':'ctt.d 99 o_r .,,,._, ... J§rt~,_ry ~· 1?61• 

f.TI!# priqr _to J~_l,lffJ J.~ VI~-' !litJ'l~T ~u.c_!l ta~?le <;~r• at the 

option of the irt~ll'~'' t~ int~rcOJipany doiJ.bl_e ie:td!!!JI.nity 

IM)rtal ity t,.,1e; and 

(C} fqr policies i UU!IId prior :t.o ,J.;tnu~ry lo 19~1• t.he 

intercoJIP!J-11)' double ind8!1nity eortality :table; 

Cil) eith;e.r t!J.bl!l shell .b_e co-"'bit~ed with .;t a0 r:tality 

t~bl" per,.ltted for calculating the reserves for life 

insurance p_()l icies; 

(g) .for g.roup life insurance.• )if_e ins11ra,-.c_e issued on 

th.e substandard basis anQ ot.h _ _er spll!c i al ben.ef its, such 

tables as aay b.l! app_roved by the co-ission.er.• 

Section Zo Se_ction 33-Z-5Zit• MtAo is antended to read: 
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•33-2-524. Individual and group annuity and purP 

endowment contracts -- valuation. Ill The •inimu• standard 

for the valuation of all individual annuity and pure 

endowment contracts issued on or after tthe operative date 

of this sectioni• as defined herein, and for all annuities 

and pure endow•ents purchased on or after that operative 

date, under group annuity and pure endowaent contracts shall 

be the commissioner's reserve valuation •ethod •ethods 

defined in 33-2-525 and the following tables and interest 

rates: 

(a) for individual annuity and pure endo,.•ent 

contracts issued prior to danae~y--t~--t98b Julx_-1J __ l21i• 

excluding any disability and accidental death benefits in 

such contracts. the 1971 individual annuity .ortality table 

or any •edification of this table approved by the 

co~missioner and 6~ interest for single premium i .. ediate 

annuity contracts and 4~ interest for all other individual 

annuity and pure endowaent contracts; 

(b) fo~--+ndividaa+---annaity---and---pare---endow•ent 

eont~aet~--isaeed-en-er-efte~-den•e~y-t~-t986~-exe+ad+n~-any 

disab+++ty-end-accidente+-deetft-oenef+ta-+n-saeh--contraets~ 

the---t9~t---+ndiv+deat---annaity--•orta++ty--tab+e--or--any 

•od~fieetion-ef-the-teb+e-app~eved-by-the--eomm~ssioner--and 

3-tti•--+nterestt foL __ indixigual__~ie-ULemi~s-lam~iaLe 

ilDw.lit.X-~UK!.~i.uu.~_gn-QC.-4fiu...tul:t-l~-1.2l~~ll.l1.iog 
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illll!-_i:!-U.Ibililli!-Jo..d __ QI.tigeotal geath ..bencfil~ in sukt) 

~o.t.u~_ttuL-lilL-lw1.Ulm!al annuity aortal itv ta~ 

ilJU_Gitif..U.oU...iPn-'IL.tbi.L.t.4llle approved b.x the cpui.u..ioo.e.r; 

aw~_L.lLlLia1e!.ll.1ll 

~PL---iDdjyjgual annuity and pure engqwwent 

~U(.t~-i.UU.wi-'10-ACJ!tu. Juh h 1919r PUu!L~O sjngle 

~•LYa---i~~---4DOUitv (.Qntractsa exclygjpg -An¥ 

4.iubilitl!--4DILKtiftntal death benefitL.in sy(.b (.ootuu~ 

tba--liil--iDdiYiduaJ annuitv -ortalitV _table or -4Ql! 

eoJtiliution__oL.-UiiLUillL.JUIQJ:.Il.l[JU1..JlLtbe (.O•• iss i oner ana 

LlL:Zl..io.t.&LUt-UlLJillg 1 e p re• i y • deferred apny i t w 4DILJWU: 

~tDt-f.Qo.t.!.4U.I-4Dd_t 1121 interest. for aJJ -'l.tbU--M.I"-b 

inai~~41-4DnYltl!_and pyre cnaoweent contracts; 

tetid.l for all annuities and pure end~•ents purchased 

prior to denaery-ty-t986 ~1, 1979r under qroup annuity 

and pure endowsent contracts• excJuding any disability and 

accidental death benefits purchased under such contracts• 

the 1971 group annuity •ortality table or any •edification 

of the table approved by the coseissioner and 6~ interest; 

fdti~.l for all annuities and·pure end~sents purchased 

on or after denue~y--t ... --t986 JYll!__lL__~i• under group 

annuity and pure endow•ent 

disability and accidental death 

contracts, excluding any 

benefits purchased under 

such contracts• the 1971 group annuity aortality table or 

any sodification of this table approved by the coe•issioner 
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.nd 5-tf~• l-1lZJ interest. 

121 After "arch tt. t97Jo any insurer aay file vith 

the coeeissioner a _vrltten notice of its election to coaply 

with the provisions of sub~ection (11 after a specified date 

before January 1o l9Y•o which shall be the operative date of 

~bsection (1) for .uch ins~rer. An insurer aay elect a 

different operative d.te fer individUal annuity and pure 

endo-ent cofttrects fr- th.t e1ected for group annul ty and 

pure endow-• contracts. If an insurer Nkes 1\0 such 

election, the operative date of this section for such 

insurer sba11 be January lo 1979.• 

Sect I on J. Section JJ-2-SZSo MCAo Is -nded to read: 

•JJ-2-SZS. co .. issioner•s reserve valuation .. thode 

(l) Ae_r,_ li•cat. u ot.Mnriu pro•iciM io .,."ML&ioo -LU 

illld-..ll.:Z;ll6L.l.U... ca,ecus ctecordinq to the co-hsioner•s 

reserve valuation .. thodo for the life Insurance a~td 

endoweent benefits of policies providing for a unifora 

.-ount of Insurance and requiring the payaent of unifora 

preeiueso shall be the excess. if anyo of the present va1ueo 

at the date of valuation, of such future guaranteed benefits 

provided for by such rolicieso over the then present value 

of any future aodified net preaiues therefor. The aodified 

net preeiues for any such policy shall be such unifor• 

percentage of the respective contract preeiues for such 

benefits that the present value• at the date of issue of the 
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pouc,.. of .n su~ -41ified net: pr-i¥M &haH ~ e~J t.:~ 

~ su• of the theft preseni: Yal..e of ~c.l1 bllfJ9fits pro111j~ 

for by the policy aftd t;he 81Ce5s of Cat OVeT fb)o as 

fo11-sc 

tat • n.t l!tVel annu•1 pr-iua equ•l to tft9 present 

va1ueo at the date of jssueo of su~ benefits provided ~or 

after the first policy year. ~ivj~ bY the present v~l~e, 

at; .tft<t date of iasU~t of en ~itt' qt one per a..w- 4)awoollble 

- the first -.1 ..a- 5&1bse~t; ... ivers.ry of suc:b poHcy 

on wflich • Pr-iua falls due; provi~Md. ho-v•r• that such 

net. level annual pr,..iua .nan not exceed the net level 

-"""•' pre•tu• on tiM l9-year preaiua .whole life plan for 

insurance of t.be .,... ~ • .,. a.te 1 yeM bigher t~

the <J98 at its¥~' of Mid\ pol icy; 

(bl a ~t; l-year ter• pr .. iue for such benefits 

provided for in ~ first policy year. 

(21 Reserves .ccordlng to the co .. Jssioner•~ re~erve 

v•luat ion -thod for t.b&-foJJ PWi og §h.i111Ju:....t.Alcul;t&;.ed b)'J 

ut.hQII CQGihiM\ ••UJ tO. pcipciplu Q( t.IJis yc.t;iS!(Ir 

c1c.ept; -tbAt.---IC¥ tllr• prc•iu.s _,bJ<QC~ ~~--gL 

i.e~ i ruot:1 llL~.iA.l..Jl~z•r ds Jbal I ~~~.ugJ~_.in___tb.e 

daj&Ui nat;j AD of IICidlfiM U$ DU•iQtc 

1Al life insurance policie5 pro~idinq for a varying 

aeount of insuranc~ •r requiring t;he payment of varying 

pre•iues<r.A, 
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1bl-{lLIH.Ul annuity and pure endoweent contract~• 

~L~ba~Ad-Y~--4- L•tireaent plan or plan of 4eferrtd 

~IDP~O~ati2U1--~ljshed QL_ •aintajned bJ .a_ ••plot~ 

~lUI1iag_g_paLtnersb j p or sole propr jat.oubj pJ or by OlD 

emplQUil:--~o i zat.j ono or by bQth•--O~btu: _ _t.bilD_._.--'llaJJ 

~Jtilll~-iw!Uli:lua.l- ret i r eee nt accounts or inllllti.l1ua.l 

L£tiLtl:Rani--~nujtjes. yoder section 408 of the Internal 

&JlJ(tl:QUILt,gd.B.~.-4~-DQIIL.OLberea fter aM nded; 

~ disability and accidental death benefits in all 

policies and contracts.~ and 

141 all other benefits• except life insurance and 

endo~eent benefits in life insurance policie~.--shett--be 

ee~eu+e~e~--by--e--ee~hed--eens+s~nt-w+~h-~~-pr+ne+ptes-of 

~h+s-see~+•n•-••••p~-tftot-efty-e~re-pr-.+~s-ehe~ed-beeeose 

of-+epe+rMC~s-er-spee~-herer4s-she++--~--d+sre9~ded--fft 

~he--de~ere+ne~+en--of--eed+4+e4--ne~--pree+oes ~neli~ 

IUQJti.IIAd-bt-llll other anny !ty and pyre endowam._untu~U· 

ilLl.ll~waec.t;on llllb..l- llPPl jeLbJca..JlDDY.U:t-llwl 

IJ.li.Le_ellilm!JIWlL~iLKll-AtbtiL-t.b.a_~Bo.u.it.¥-..Jlw1 __ ~u 

!md.oiiUie.nL.-r.ODU.IKU-JW~sed yode.r.---4-LJ:liUBnt~-QL 

Q!lln_2f-dele.r.Lad-'~lltion es~ablisbed gr__aaintlliQeg__by 

aD.-il:I!QlQ:tU 1 including a partneuhjp or soJe~i.Uollb.UU 

w; __ bJ_<UL__nployee grgan i uti on• or b:t_bOt.bL-Qt.tle.L.UI<ULa 

sUiiiD-12Uiltillirlg_iwllx.i.duLut.ir efta~ a ccgunu_w:_ inlllltilluill 

ut.iUHD.L-IlDDUilieL-'IIld.e..t sectiOn _i!l.ll._ll.L_t.b~eual 
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B..euo.ue C.gde. iili-DmL..OLbi:Ull.ft.e.r. a11ended. 

ibl-~~-llccgrdjog to ~be cg .. j:;siooer•:;_ annuit¥ 

~UL-H~boJLLQLIHio.efit.s under annuiU gr pure endow11ent 

contract:i£-~gjng aox dj:;abilj~y agd accjdental -dsAtb 

b9Q9fjts iD such cootractl• :;ball be the greatest ot the 

~tjve exces:;e:; of tbe OLei•Dt xalueso a~ tbe dlltil: of 

utuat!oo• ot_t.be--lu..tuce gy.uaoued benefit:;_,_ jncludio.g 

gu11ranteed oonforfe~ beoefjts• grovided--IAL--br~ 

contracts at tbe eod_ol~resp•ctive contract xear. ower 

tbL_RLUilllL.UlJuu_at-UJIL.J11lt.e_o1 n J uat. i on • --'lL any tutu re 

ulull112D-~iiler.atiota_-1Seti.YJJ.d fro• fy~ure ~ 

UUi.de.r.~..LiUIUiLeJLb¥-tbt! tere:; of :;ycb cootuct ...tbilt 

~H--PI1¥11b1a-l21:iAL-1a the end of sycb respective coot~ 

J£8La-lbt_f~e_g~o.tead-beoefjt.:; shall b• deter•ioed by 

IUlng_-t.be-IIOLu.litx-lDleL-il any. and t.tw ioterest rllte.JlC 

uttu._:;JUt'-ili.IHLio~tLc.go.tuu:u for deter•i oi no guarantee..d 

lleoe!iu....Ibe_J(iillullt.ion._~~er at ion~ are t.bil:_~Qi__Q,f 

~-..Le~iYILQJ:DU-~DlldJu:.atiani aggl ielL.wU1et the 1iU:.U 

of-5~-~t.~t.~tO-dateLAioe nonforfeiture value::;.• 

Section 4. Section 33-2-o;Z&o.MC•• is aeended to read: 

•31-2-526. Lieit~ -- options -- de~+e•eney mjnjeym 

reserves. Ill In no event shall an insurer's aggregate 

reserves for all life insurance policieso eKcluding 

~isability and accidental ~eath benefits• be less than the 

aggregate reserves calculated in accordance ~ith the •ethod 
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Mtbcuta. set forth in n-z-sn ....a_ aubsut.i410 ..L.U-Ilf-Sbi.A 

~~D and the •ortality table or tables and rate or ratea 

of interest used In calculating nonforfeiture benefits for 

such policies. 

(Zt Reserve• for any category of policieao contract•• 

or benefits as established by the co•aissioner aay be 

calculated at the option of the Insurer according to any 

standards •hich produce greater agqregate reserves for such 

category t.._n thoae calculated according to the •inl.ua 

standard herein provided• but the rate or rates of interest 

used foe polici•• And ~D~•· o\bec \b•o ADQMI\1 aod pyc• 

lllllih!HO\ -~~lA£ shall not be hiqMr than the 

correspondoft9 rate or rates of intereat used in calculating 

any nonforfeiture benefits provi~ for therein• Prev.._-. 

~•everv-•ftee--r .. erwe,--•er--~~•••+-ee+ft9--++•.--•"'•reftee 

pe++e+ .. --•eyy--w+eft--~-.en~--e#---ft8-ee .. .,s+efte~-~ 

ee+ee+fte~-eeeerfilt.-..----.-ef'-9M-~--+eeer--elteft-1tte 

reee--ef'--•nMre.---.. e4--+ft--ee+ee+ee+~--eft8-nen•erfe~ere 

-.~tef+ea-+ft-,..ft-pe++e+ee•-f•-e .. R-+e .. r-reee--d+**-r•--•r .. 

efte--reee--esed--+n--efte--ee+ee+ee+e~t--ef--eft8-ne~tferfe+eere 

eenef+••-~y-.. re-eReft-•~~-ef-t•·-•~--+neerer--+sse+ft~--••eft 

pe++e+ee--she++--•++e-w+e~fte--...+ss+ener-e-p+en~rev+d+n~ 

••r-eeeft-e~e+t~+e-+nere•••••-+•-eny•-+n-tfte-eesh--serren~er 

ve+ees--end--nen~fe+tere--&en-*+ts-+n-aeeft-pe++e+es-as-th@ 

ee~+•••ener-afta~~-epprevew 
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tJ, If iO AD¥ captcact •••c the grosa pr .. iua charged 

by any life insurer on any policy or ~ontra~t is les• than 

the ~lua\iQQ net praalua for the policy or contract 

aecaPd+o•--•e--t~--.. rte4+ey--t.o+-.--r.-e-a•-+nt.rasty-aod 

c.•l~ultt•d by \be aethOd used in calculating the reserve 

thereeno there--sft8••--~e--.. +nte9nad--en--.. eh--pe++cy--er 

centreee-e-4ef+e+..ey--p.,.,ve--+A-·~•+on·-••·-•••--etftep 

.. ser .. s--r..-+r..---,-teww-~~seeA-pe•+ey-~-eentrece 

the-def+e+ency-r .. -. ... efte+t-..-tfte-~~-w.+ ... -accord+n! 

ee-seeft-stenderd.-ef-eft-enne+ty-ef--ehe--d+fferanee--eee .. en 

•~--nee-pr.-+~eftd-~~..-tfter...-for-sae~-,o++ey-er 

eenereetv-reftft+At·f..-t-.-r-...~--.t--tft8--prea+a.-pey+~ 

~r+ed ~--aloe \be alpieya yal»etlAD--&\aodarda--A! 

~i\J aod catt pf ip\ec••*• \be alol.ya rasacx• raqyitad 

f.Qr aycb RA1iC,y at ~AII\CK\ aball M \btl IIC•iUL-Ilf-iLUJJIIL 

t.JlA ca .. n• c;alculatad accgr;dl.Da- \A tna MQCtiilll¥..-UAlb 

c•t• gf iotar••t• 404 eetbod actually yaad fQL _ _ayc;b poli~ 

~ontract or tbe-r;eaecya C.Al,ula,ed by tba met~~ 

~ tac ayc:b ooJ •u oc cgnt;uu but- u.tng tbtl a.iJl.l.IIMII 

.lUDIHob..af_..LUli\y and r;&t.• of ;oteu&t aoiL uplaciog 

~-..ll.lllu.Uioo ~»\-lltJIIIiMII bx t.be actual lJCAJLP'.JUI.iUL.itl 

.. ~ coatcac\ •••r fgr Mbich \ba valwaLiaD--D&t- preajya 

MA~Ltbe tctuAl g(gSs praajya.• 

p 

Section s. Section 33-20-ZOlo ~CAo is a.ended to read: 

•ll-ZG-201. Short titte. Thi~ part shalt be known as 
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•Jh~ tba_~Standard Nonforfeiture La~ for ljfe ID$ur~~··· 

Section 6. Section 33-20-206, MCAo is a•ended to read: 

"33-20-206. Mortality tables-- policies issued after 

operative date. (1) In the case of ordinary policies issued 

on or after the operative date of this section as defined 

herein, all adjusted pre11iu11s and present values referred to 

in this part shall be calculated on the basis of the 

eo~M~ss~oners ,o .. is$jooer's 1958 standard ordinary 

mortality table and the rate of interest specified in the 

pclicy for calculating cash surrender values and paid-up 

ncnforfeiture benefits, provided that: 

(a) such rate of interest shall not exceed 3 1/2~ per 

annu•• except that a rate of interest not exceeding It~ per 

annu• 11ay be used for policies issued on or after March llo 

1973o and prior to 6enaery-*y-t9&6 Julx la !JZia_aod a rate 

~tLiute.cu.t._QQLUceedjng S 112& a un-..ux.--llL.JIU1L_[Q£ 

~litlttL..iUWULIUl_QLAfter .lui¥ la 1!ll; 

(b) for any category of ordinary insurance issued on 

female riskso adjusted pre•iu•s and present values •ay be 

calculated according to an age not •ore than ~ 6 years 

younger than the actual age of the insured; 

(C) in calculating the present value of any paid-up 

ter• insurance with acco11panying pure end~•ento if any, 

offered as a nonforfeiture benefit• the rates of .artality 

assu•ed 11ay be not more than those shown in the 
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eo.-~ss~oners ~a .. ~~ana£!1 1958 extended ter• insurance 

table; 

{dl for insurance issued on a substandard basiso the 

calculation of any such adjusted pre•iu•s and present values 

aay be based on such other table of 110rtality as •ay be 

specified by the company and approved by the co .. issioner. 

(2) After July t. 1961• any insurer •ay file ~lth the 

co .. issioner a written notice of its election to c011ply with 

the provisions of this section after a specified date before 

January l• 196b. After the filing of such notice, then upon 

such specified date (~hich shall be the operative date of 

this section for such insurer)o this section shall beco•e 

operative ~ith respect to the ordinary policies thereafter 

issued by such insurer. If an insurer •akes no such 

election, the operative date of this section for such 

insurer shall be January 1o 1966.• 

Cll 

Section 1. Section 33-Z0-207, MCAo is a•ended to read: 

•31-20-201. Industrial policies-- •ortality tables. 

In the case of industrial policies issued on or after 

the operative date of this section. as defined herein, all 

adjusted pre•iu•s and present values referred to in this 

part shall be calculated on the basis of eo.-.ssioners 

~ .. ~~QQ&L~ 1961 standard industrial 110rtality table and 

the rate of interest specified in the pol icy for calculating 

cash surrender values and paid-up nonforfeiture benefits 
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pTOVided ti\HI 

(a) such rate of inteTest shall not exceed J 112t per 

annue except that a Tate of interest not exceeding It~ per 

annue .. y be used for policies issued on or after "aTch llt 

19l3t and prior to •8ft••~y-ty-t986 lKl¥-1L-l!ZJ• 104 • Lata 

af__ioterest DAt-~..-jog 5 ltll__a veec ••v be used fot 

JMllliiU.-iUWUl-GQ_ac_AfUL_,lWl¥ lc ltU; 

(b) in calculating the p.-esent valve of any paid-up 

te.-• insurance with acco.panying pure en~ftt• if anyt 

offered as a nonforfeiture benefit• the rates 

assuaed eay M not eore than those 

of eortality 

shOwft In the 

ee.e+ee+en•~• coe-iasiQDaL!s 1961 industrial exten6ed ter• 

insurance table; 

(c) for Insurance issued on a substandard basis the 

calculations of any such adjusted pr.-iues and present 

values aay be based on such other table of eortality as ••Y 
be specified by the co•pany and approved by the 

ca.eissioner. 

(2) After February 22t 196St any insurer May file with 

the coeeissloner a written notice of its election to coMply 

uith the provisions of this section after a specified date 

before January It 1968. After the fillnq of such notice, 

then upon such specified date (which shall be the operative 

date of this section for such insurer)• this section shall 

becoe& operative with respect to the industrial policies 
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thereafter i ss-d by s·uct. ins11Te\'"• If an insUTO!'t llakes no 

such election• the operat~ve dat. o~ this s•c~ion for such 

insurer shall ~ J~~ary 1• l968•• 

!li!LR'lllaa ieetion a. Shot-t title• 

throwgh 20) shall be knOWft as the •standard 

La• for Individual Oe~erted Annuities•. 

liM-SftllQI• Settion •• A~litetien• 

( Secti on!!i 8 

NonfothHture 

{ 5~ctions B 

t~ovgh 20) ao ftOt: &pplf to any tel~~·• 9f"OU~ annuity 

purchased unear a retir.-.nt pleAt or plan of deferred 

coepensation established or .ainta~ned by an eMployer 

(includlnq a ~t~Shlp or s6le preprle~ors~ipt or by an 

.-ployee organi£etien, or by bOtht other then a plan 

pt'-Uiing indlvieN1 tetltltllllltt: IH:ceunts or individual 

reti.-eeent annuities under settien '88 of the Internal 

Reweftlle Cocfet •• new or hereafter ••ndedt l'reeitllll deposit 

fumh variable annuity, in•est .. nt annuity• i-ediate 

anma 1 t r• any deferred annuity contract after annuity 

pay .. nts have co ... ncedo or reversionary annuity or to any 

contrett lllhieh is deHwered -tside this state throu·gh an 

aqent or ether representative of the toepany issuing the 

contract. 

!EW SECIJQie Section 10. Monfo.-feiture provisions. Jn 

the case of contracts issued on or afteT the operative date 

of (sections 8 through 20} as defined in (section 20]• no 

contract of annuity except a5 5tated 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 

holder. upon cessation of payaent of considerations under 

the contract: 

(1) that upon cessation of pay.ant of considerations 

under a contract the coapany will grant a paid-up annuity 

benefit on a plan stipulated in the contract of such value 

as is specified in {sections 13 through 16o and 18); 

(2) that if a contract provides for a lu~-sua 

settlement at •aturity or at any other ti.a. than upon 

surrender of the contract at or prior to the co•.ance•ent of 

any annuity pay•ents. the co•pany will pay in lieu of any 

paid-up annuity benefit a cash surrender benefit of such 

aaount as is specified in [sections ll• L~• 16o and 18]. The 

company shall reserve the right to defer the payaent of such 

cash surrender benefit for a period of 6 months after de•and 

therefor with surrender of the contract. 

(3) a stateaent of the •ortality table• if any, and 

interest rates used in calculating any •ini•u• paid-up 

annuity, cash surrender, or death benefits that are 

guaranteed under the contract. together with sufficient 

information to determine the amounts of such benefit~; 

('>) a statement that any paid-up annuity, cash 
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surrender, or death benefits that aay be available under the 

contract are not less than the ainiaua benefits required by 

any statute of the state in which the contract is delivered 

and an explanation of the aanner in which such benefits are 

altered by the existence of any additional aaounts credited 

by the coapany to the contract. any indebte~ness to the 

coapany on the contract, or any prior withdrawals froa or 

partial surrenders of the contract. 

NEW SECTIQNa Section 11e Exception. Notwithstanding 

the requireaents of [section lO]o any deferred annuity 

contract aay 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 aaturity on 

the plan stipulated in the contract arising fro• 

consideration paid prior to such period would be less than 

5ZO ~onthlyo the coapany aay at its option terainate such 

contract by pay•ent in cash of the then present value of 

such portion of the paid-up annuity benefit• calculated on 

the basis of the eortal ity table, if any, and interest rate 

specified in the contract for _deter•ining the paid-up 

annuity benefit, and by such payeent shall be relieved of 

any further obligation under such contract. 

~~_s(tllQ~a Section 12. Mlni•um nonforfeiture 

amounts. (1) The mini•um values as specified in [sections 13 

through 1~. ~d 18} of any paid-up annuity• cash surrender, 
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or death benefits available under an annuity contract shall 

be based upon •inimu• nonforfeiture a~unts as defined in 

this section. 

IZJ Ia) With respect to contracts providing for 

flexible considerations• the •inieu• nonforfeiture aeount at 

any ti .. at or prior to the co•eenceeent of any annuity 

payeents shall be equal to an accu•ulatlon up to such ti .. 

at a rate of interest of l~ a year of percentages of the net 

considerations (as hereinafter defined) paid prior to such 

ti88o decreased by the sue of any prior withdrawals fro• or 

partial surrenders of the contract• accueulated at a rate of 

interest of l~ a year and the a.aunt of any indebtedness to 

the coapany on the contract• including interest due and 

accrued• and increased by existing additional aaounts 

credited by the coep.ny to the contract. 

(b) The net consideration for a qiven contract year 

used to define the •inieu• nonforfeiture aeount shall be an 

aeount not less than ~ero and shall be equal to the 

corresponding gross considerations credited to the contract 

during that contract year less an annual contract charge of 

110 and less a collection charge of 11·2'5 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 81 1/Z~ of the 

net consideration for the second and later contract years. 
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Notwithstanding the provisions of the preceding sentence, 

the percentage shall be 6St of the portion of the total net 

consideration for any renewal contract year which exceeds by 

not •ore than two tlees the su• of those portions of the net 

consideration in all prior contract years for which the 

percentage was 6S~. 

ll) With respect to contracts providing for fixed 

schedule consideration• ainieua nonforfeiture aeounts shall 

be calculated on the assu.ption th~ consideration is paid 

annually in advance and shall be defined as for contracts 

with fleKible payaents of consideration which are paid 

annually with two exceptions: 

(a) The porU Oft of the -t con s.ider at I on for the fir 5t 

contract year to -. accu.ulated s~ll be the sua of 65~ of 

the net consideration for the first contract year plus 

ZZ 1/~ of the excess of the net cons.ideration for the first 

contract year over the lesser of the net considerations for 

the ~econd and third contract years. 

(b) The annual contract charge shall be the lesser of 

SlO or 10~ of the gross annual consideration. 

(4) ~ith respect to contracts providing for a single 

consideration• eini.ue nonforfeiture a.ounts shall be 

defined as for contracts with flexible payaents of 

consideration except that the percentage of net 

consideration used to detereine the ainieu• nonforfeiture 
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a~ount shall be equal to 90~ and the net consideration shall 

be the qross consideration less a contract charge of S7S. 

H~~tll~ Section 13• Present value to equal 

minimus nonforfeiture aMount. Any paid-up annuity benefit 

available under a contract shall be such that its present 

value on the date annuity pay.ents are to co .. ence is at 

least equal to the •ini•u• nonforfelturP. a.aunt on that 

date. Such present value shall be co•puted using the 

mortality table, if any, and the Interest rate specified In 

the contract for deterMining the •iniDU• paid-up annuity 

benefits guaranteed in the contract. 

~fW~LilDH& Section 14• 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 

benefit which would be provided under the contract at 

maturity arising fro• considerations paid prior to the ti•e 

of cash surrender reduced by the aMOunt appropriate to 

reflect any prior withdrawals fro• or partial surrenders of 

the contract• such present value being calculated on the 

basis of an interest rate not DOre than 1~ higher than the 

interest rate specified in the contract for accu~lating the 

net considerations to deter•ine such Maturity value, 

decreased by the a.aunt of any indebtedness to the co•pany 
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on the contract• including interest due and accrued• and 

increased by any existing additional aDOunts credited by the 

co•pany to the contract. No cash surrender benefit •ay be 

less than the •ini•u• nonforfeiture a.aunt at that ti•e• The 

death benefit under such contracts shall be at least equal 

to the cash surrender benefit. 

l!l£.1L.lft.I1Wl& Section 15.. Paid-up annuity benefits. 

For contracts which do not provide cash surrender benefits. 

the present value of any paid-up annuity benefit available 

as a nonforfeiture option at any tiae prior to eaturity eay 

not be less than the present value of that portion of the 

•aturity value of the paid-up annuity benefit provided under 

the contract arising fro• considerations paid prior to the 

tl~e the contract Is surrendered in exchange for or changed 

to a deferred paid-up annuityo such present value being 

calculated for the period prior to the eaturity date on the 

basis of the interest rate specified in the contract for 

accu•u1ating the net considerations to deter•ine such 

•aturity value and increased by any existing additional 

deounts credited by the co•pany to the contract. For 

contracts which do not provide any death benefits prior to 

the co••ence•ent of any annuity payeents. such present 

values shall be calculated on the basis of such interest 

rate and the eortality table specified in the contract for 

deter•inin9 the •aturity value of the paid-up annuity 

-22- SB 94 

, 
' 



1 

2 

3 

lo 

') 

6 

1 

II 

9 

10 

ll 

lZ 

n 

u 

lS 

16 

11 

111 

19 

20 

21 

zz 
23 

2Ct 

,Z') 

• 

~8 009/o/02 

benefit. However, the present value of a paid-up annuity 

benefit .ay not be tess than the elni.ue nonforfeiture 

aeount at that ti.e. 

HL~llala Section 16• Maturity 

purpose of deterelning the benefits 

date. For 

calculated 

the 

under 

[sections 1/o and 1S)o in the case of annuity contracts under 

which an election May be eade to have annuity pay .. nts 

co..ance at optional eaturity dateso the eaturity date Is 

the latest da~e for ~hich election Is pereitted by the 

contract but eay not be later than the anniversary of the 

contract nex~ follo~ing the annuit~nt•s lOth birthday or the 

lOth anniversary of the contract, whichever is later. 

!1M_SECIJQM. Section 17. State .. ~ of noninclusion of 

certain death benefits. Any contract which does not provide 

cash surrender benefits or does not provide death benefits 

at least equal to the einieue nonforfeiture aeount prior to 

the co ... nceeent of any annuity pay .. nts shall include a 

stateeent in a proeinent place in the contract that such 

benefits are no~ provided. 

NEM SEtiiON. Section llle Adjusted benefit. Any 

paid-up annuityo cash surrendero or death benefits available 

at any tiee other than on the contract anniversary under any 

contract with fixed scheduled consideration shall be 

calculated with allowance for the lapse of ti .. and the 

payeent of any scheduled consideration beyond the beginning 

-2)- SB 9lt 
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of the contract year In ~hich cessation of pay .. nt of 

consideration under the contract occurs. 

~-ittllQia Section 19. Calculation of benefits -

special benefits excluded. For any contract which provides• 

~ithin the sa .. contract by rider or suppleeental contract 

provision, both annuity benefits and life insurance benefits 

that are in excess of the greater of cash surrender benefits 

or a return of the gross consider•tion paid ~ith Interest. 

the einieue nonforfeiture benefits shall be equal to the sue 

of the einieue nonforfeiture benefits for the annuity 

portion ~d the elnleu• nonforfeiture benefits, if anyo for 

the life Insurance por~lon coeputed as if each portion were 

a separate contract. Notwithstanding the provisions of 

(sections 11 through 16• and lll)o additional benefits 

payable in the event of total and per.anent disability or as 

reversionary annuity or deferred reversionary annuity 

benefits or as other policy benefits additional to life 

insurance, endow-nto and annul ty benefits. and 

considerations for all such additional benefits shall be 

di ueqardec:l in ascertaining the einieue nonforfeiture 

aeountso paid-up annuity, cash surrender, and death benefits 

that aay be required by this section. The inclusion of such 

additional benefits shall not be required in any paid-up 

benefits, unless such additional benefits separately would 

requiru •ini.ue nonforfeiture aaount paid-up annuity. cash 
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l su~~endero and death benefits. 

z ~f~-iftllU~ Section ZOo Operative date• After July 

3 lo 1979, any coapany aay file with the co.-is~ion a written 

4 notice of it~ election to coaply with the provisions of this 

5 section after a specified date before July 1• 198lo After 

6 the filing of such notice. then upon such specified date. 

7 ~hich shall be the operative date of this section for such 

8 co~pany, this section shall beco.e operative with respect to 

9 annuity contracts thereafter issued by such co•pany. If a 

10 company •akes no such election• the operative date of this 

11 section for such co•pany shall be July l• 1981. 

-End-
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