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INTRODUCED BY

BY REQUEST OF THE INSURANCE DEPARTMENT

A BILL FOR AN ACY ENTITLED: AN ACT TO ADODPT A VARIABLE
CONTRACT LAW AUTHORIZING LIFE INSURANCE COMPANIES TO
ESTABLISH SEPARATE ACCOUNTS TO PROVIOGE FOR VARIABLE LIFE

INSURANCE POLICIES AND VARIABLE ANNUITY CONTRACTS."

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

Section 1. Titles [This act] may be cited as the
"Hontana Variabla Contract Law%.

Section 2. Separate accounts for life insurance or
annuitiess A domestic life insurance company may establish
one or more separate accounts and may allocate +to them
amountsy including without limitation proceeds applied under
optional modes of settlement or under dividend aptions to
praovide for 1life insurance or annuities and benefits
incidental theretos payable in fixed or variable ampunts or
boths subject ta the following:

(1} The incomesy gainsy and Tlosses, realized or
unrealizeds from assets allocated to a separate account
shall be credited to or charged against the accounts without
regard to other incomes gainse or Josses of the companye

(2) Except as may be provided for resarves for
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quaranteed benefits and funds in subsection (3):

{a}) amounts allocated to a separate account and
accumulations thereon may be invested and reinvested in any
class of investment authorized upnder Title 33y chapter 2y
part 8y but the Timitations under 32-2-806 on investments in
stocks are not applicables

{b} the investments in the separate account or
accounts may npot be taken into account in applying the
investment limitations otherwise applicable to the
investments of the companys

(3) Except with the approval of the commissioner andg
under conditions applying to investments and other matters
as he prescribes that recognize the guaranteed nature of the
benefits provideds reserves for bepefits guaranteed as to
dollar amount a2nd duration and for funds guaranteed as to
principal amount or stated rate of Interest may not be
maintained in a separate accounts

{4) Unless otherwise approved by the commissionery
assets allocated to a separate account shall be valued at
their market value on the daté of valuations or if there s
no readily available markety they shalil be valued as
provided under the terms of the contract or the rules or
other written agreemant applicable to that separate accounts.
Unless otherwise approved by the commissioners the portions

it anyes of the assets of that separate account equal ta the
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company's reserve liability wlth regard to the guaranteed
benefits and funds referred to in subsection (32} shall be
valued in accordance with the rules otherwise applicable +to
the company®s assets.

{5) Amounts allocated +to a separate accournt in the
exercise of the power granted by [this act] are owned by the
companys and the company way not be or hold itself out to be
a trustee with respect to those amounts. Through contractual
provisions it may be provided that the portion of the assets
of a separate account equal to the reserves and other
cantract 1labilities with respect +to the account are not
chargeable with Tliabilities arising out of any other
businéss the ccmpany may conduct.

{6) A salep exchangey or other transfer of assets wmay
not be made by a company between. any of its separate
accounts or between any other investment account and one or
more of its separate accounts unless, in case of a transfer
into a separate accounts the transfer is made solely to
establish the account or to support the operation of the
contracts with respect to the separate account -to which the
transfer is made and unless the transfery whether into or
from a separate accounty i5 made by a transfer of cash or by
a transfer of securlties approved by the commissioner amnd
having a readily determinable market value. The commissioner

may approve other transfers among these accounts ife in his
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apinions transfers would be eguitables

(T) To the extent a company considers it necessary to
comply with any applicable federal or state lawsy the
companys with respact to any separate account, iacluding
without limitation any séparate account which is a
management Investwent company oaor a unit invesiment trusty
may provide persons having an interest therein appropriate
voting and other rights and speckal procedures for the
conduct of the business of that accounts includino without
limitation: special rights and procedures relating to
investment policys linvestment advisory servicess selection
of independent public accountantsy and the selectlon of a
committeey the members of which need not be otherwise
affiliated with the company, to manage the business of that
accountas

Section 2. Contract ~- assential fFeatures. A contract
providing benefits payable in variable amounts delivered or
issued for delivery in this state shall contaln 3 statement
aof the essential features of the procedures to be followed
by the insurance company in determining the dollar amount of
the varjable benefitse A contract under which the beneflts
vary to reflect investaent experiencey including a group
contract and & Certificate in evidence of variable benefits
issued thereundery shall state that the dollar amount will

vary and shall contain on its first page a2 statement to the

—4-
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effect that the benefits thereunder are on & variable basise

Section 4« Requirements for doing businesse (1) A
company may not deliver or issue for delivery within this
statz variable contracts unless it is licensed or organizasd
to do tife insurance or annuity business in this state and
the commissioner 1is satisfied that its condition or method
of operation in connection with the issuance of contracts
will pot render its operation hazardous to the public or its
policyholdars in this statee In this connections the
commissloner shall consider, among other things:z

{a) the history and financial conditlon of the
conpany;

{b) the charactery responslhiTity, and fitness ¢f the
officers and directors of the company; and

{c) the Yaw and regulation under which the company is
authorized 1In the state of domicile to issue variable
contractse The state of entry of an alien company is #ts
place of domiciie for this purposea.

{2} 1If the company is a subsidiary of an admitted life
insurance company or affiliated with that company through
common management or ownershipy it may be considered by the
commissioner <to have met the provisions of this secticn If
eithar it or the parent or the affiliated company meets the
requirements of this sections

Section S« Powers of commissioners Notwithstanding any
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other provision of taws the commissioner has sole authority
to regulate the Issuance and sale of variable contracts and
to promulgate rules to carry out the purposes and provisions
of [this act]e

Section 6« Variable contracts to meet insurance
contract requirements. £xcept for 33-20-302 and 33-20-307
for variable annuity contracts and 33-20-104y 33-20-109%
33~20+111y 33-20-112, and 33-20~2D1 through 33-20-213 for
variable life insurance policies and as provided in [this
act]y all pertinent provisions of Title 33 and other laws
relating ta insurance apply to separate accounts and their
related pollicies and contractss Any individual variable 1life
Insurance contract or annuity contract delivered or issued
for deltivery in this state must contain grace and
reinstatement provisions appropriate to the contractes
Individual wvariable 1life insurance contracts must contain
nonforfeiture provisions appropriate to those contractse The
reservae liability for variable contracts shall be
established in accordance with actuarial procedures that
recognize the variable nature of benefits provided and
mertality guarantees.

Section T. Codification instructione This act is
intended to be codified as an inte§r31 part of Title 33y and

the provisions of Title 33 apply tec this actas

~End-

- OB 33/
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Approved by Committee
on Business and Indu

STATVEMENT OF INTENT
SENATE BILL 331

Senate Business and Industry Committee

A statement of intent is required for Senate Bilil 331
in that it delegates rulemaking authority to the
commissioner of insurance in section 5.

Although 33-1-313s MCAs delegates to the commissioner
of insurance rulemaking authority to effectuate any
provisions of the code. as Senate Bill 331 substantively
increases this powerys a statement of intent is required.

section 5 empowers the commissionae of insurance with
the sole authority to regyulate the issuance and sale of
variable contracts and allows the commissioner to promulgate
rules to carry out the provisions of Senate Bill 331. The
commissioner's authority to promulgate rules shalj be
limited in scope to the following areas:

(L} rules relating to maintaining reserves for
guaranteed benefits and funds in a separate account;

(Z) rutes relating to valuation of assets allocated to
a separate accounti

(3) rsules relating to the transfer of cash or
securities among a life insurance company®s accountsi and

{4) rules relating to the requirements of daing

business under this acte

58 331

A1l rules promulgated under this act are subject to the

provisions of the Montana Adaministrative Procedure Act.

First adopted by the Senate Committee on

Industry on February 1l. 1981.
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SENATE BILL NC. 321
INTRODUCED BY M. ANDERSON

3Y REQUEST OF THE INSURANCE DEPARTHENT

A BILL FOR AN ACT ENTITLED: *®AN ALT TO ADOPT A  VARIABLE
CONTRALT LAW AUTHORIZING LIFE INSURANCE COMPANIES TO
ESTABLISH SEPARATE ACCOUNTS TO PROVIDE FOR VARIABLE LIFE

INSURANCE POLICIES AND VARIABLE ANNUITY CONTRACTS.™

BE IT EMNACTED BY TYHE LEGISLATURE OF THE STATE OF MONTANA:

Section l. Title. {This act] may be cited as the
"Montana Variable Lontract Law".

Section 2. Separate accounts for Vife insurance or
annuitiese A domestic life insurance company may ‘establish
on2 or more separate accounts and wmay allocate to them
amountss includiﬁg without timitation proceeds applied under
optional modes of settltement or under dividend options to
provide for 1life Insurance or apnuities and benafits
incidental theretos payable in fixed or variable amounts or
boths subject to the following:

{l} The .incomes gainse and lossesy realized or
unreaztizeds from assats allocated to a separate account
shall be credited to or charged against the accounts without
regard to other incomes gainss or losses of the company.

{2) £Except as may be provided for reserves for
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quaranteed benefits and funds in subsection (3):

{a} amounts allocated to a separate account and
accumulations thereon may be invested and reinvested in any
class of investment authorized under Title 33y chapter 2,
part 8+ but ¢the Jlimitations under 32-2-886 33-2-80& on
investments in stocks are not applicable.

{b) the investments in the separate account or
accounts Mmay not be taken into account in applying the
investment limitations otherwise applicable to the
investments of the companya

(3) Except with the approval of the commissioner and
under conditions applying to investments and other matters
as he prescribes that recognize the guaranteed nature of the
benefits provideds reserves For benefits guaranteed as to
doltar amount and duration and for funds guaranteed as to
principal amount or stated rate of interest may not pe
maintained in a separate account.

{(4) unless otherwise approved by the commissioners
assets allocated to a separate account shall he valued at
their market value on the date of valuations or if there is
no readily available markety they shall be valued as
provided wunder the terms of the contract or the rules or
other written agreement applicable to that separate accounts
Unless otherwise approved by the commissioners the portions

if anys of the assets of that separate account equal to the

-a- 5p 331
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company®s reserve liability with regard to the guaranteed
benefits oand Ffunds referred to in subsection (3) shall be
valued in accordance with the rules otherwise applicable to
the company*s gssets.

(5) Amounts allocated to a separate account in the
exercise of the pawer granted by [this act) are owned Ly the
companys and the company may not be or hold itself out to be
4 truste®e with respect to those amounts. Through contractual
provisions it may be provided that the portion of the assets
of a separste account equal to the reserves and other
contract liabilities with respect to the account are not
chargeable with liabilities arising out of any other
business the company may conducta

(6) A sales exchanges or other transfer of assets may
not be made by a company between ony of its Separate
accounts or between any cother investment account and one oOr
more of its separate accounts unless, in case of a transfer
into a separate accounts the transfer is made solaly to
establish the account or to support the operation of the
contracts with respect to the separate account to wnich the
transfer is made and unless the transfers whether into or
frem a separate accounts is made by a transfer of cash or by
a transfer of securities approved by the commissioner and
having a readily determinable market value. The commissioner

may approve other transfers among these accounts ifey in  his

-3~ 58 331
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opinions transfers would be quitable.

(7T} To the extent a company considers it necessary to
comply with any applicable Ffederal or state lawss the
companys with respect to any separate accounty including
which is a

without Jlimitation any separate acq¢ount

management investment company oOr a unit investment trusty
may provide persons having an interest therein appropriate
voting and other rights and special procedures for the
cohduct of the business of that accounts including without

limitatjon: special rights and procedures relating to
investment policys investment advisory servicessy selaction
of independent public accountantse and the selection of o
committees the members of which need not be otharwise
affiliated with the companys to manage the business of that
ACCOouUnt e

Section 3. Contract -- essential features« A contract
providing benefits payable in variable amounts delivered or
issued for delivery in this state shall contain a statement
of the essential features of the procedures to be followed
by the insurance company in determining the dollar amount of
the variable benefitse A ﬁontract under which the benefits
vary to reflact investment experiences inctuding 2 group
contract and a certificate in evidence of variable benefits

issued thereundery shall state that the dollar amount will

vary and shall contain on its first page a statement toc the

—-4= §$6 331
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effect that the benefits thereunder are on a variable basis.

Saction 4. Requirements for doing businesss (1) A
company may not deliver or issue for delivery within this
state wvariable contracts unless it is licensed or organized
to do life insurance or annuity business in this state oand
the commissioner is5 satisfied that its condition or method
of operation in connection with the issuance of contracts
will not render its operation hazardous to the public or its
policyheclders in this state. In this connections the
commissioner shall considers among other things:

{a) the history and financial condition of the
company;

{b) the charactery responsibilityy and fitness of the
aofficers and directors of the company: and -

(c} the 1aw and regulation under which the company is
authorized in the state of domicile to issue variable
contractse The state of entry of an alien company is its
ptace of domicile for this purposes

{2) If the company is a subsidiary of an admitted life
insurance <company or affiliated with that company through
common management or ownerships it may be considered by the
commissioner to have met the provisions of this section if
either it or the parent or the affiliated company meets the
requirements af this sections

Section 5. Powers of commissioner. Notwithstanding any

-5~ 58 331
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other provision of laws the commissioner has sole authority
to regulate the issuance and sale of variable contracts and
to promulgate rules to carry out the purposes and provisions
of [this act ]

Section 6. Varjable contracts to meet insurance
contract requirementse Except for 33-20-302 and 33-20-307
for wvariable annuity contracts and 33-20-104y 33-20-109y
33-20-111y 33-20-112y end 33-20-201 through 33-20-207, _AND

33-20-211_ THROUGH 33-20-213 for variable tife insurance

policies and as provided in [this act]s 311 pertinent
provisions of Title 33 and other laws reltating to insurance
apply to separate accounts and their related policies and
contractss Any individual variable life insurance contract
or annuity coantract delivered or issued for delivery in this
State must contain grace and reinstatement pravisions
appropriate to the contract. Individual variable 1jfe
insurance contracts must contain nonforfeiture provisions
approprigte to those contractse. The reserve Virapility for
variable contracts shall be established in accordance with
actuarial procedures that recognize the variable nature of
benefits provided and mortality guarantees.

Section 7. Codification instruction. Yhis act is
intended to be codified as an integral part of Title 33, and
the provisions of Title 33 apply to this acte

—-End-

e 5B 33}



&4Teh Legislature SB 331
1 STATEMENT OF INTENT

2 SENATE BILL 331

3 Senate Business and Industry Committee

4

5 A statement of intent is required for Senate Bill 331
] in that it delegates }ulenaking authority to the
7 commissioner of insurance in section 5.

8 Although 33-1-3134 M{As delegates to the commissioner
9 of insurance rulemaking authority to effectuate any
10 provisions of the codeés as Senate Bill 331 substantively
133 increases this powers 3 statement aof intent is requireds

12 Section S empowers the commissioner of insurance with
i3 the sole authority to regulate the issuance and s$ale of
L4 variable contracts and allows the commissioner to promulgate
15 rules to carry out the provisions of Senate 8ill 3i3l. The
16 commission2¢'s authority ta promylgate rules shall be
17 limited in scope to the following areas:

18 {1} rutes relating to maintaining reserves for
19 quaranteed benefits and funds in 3 separate account;

20 (2) rules relating to valuation of assets allocated to
21 a4 separate accaunt;

22 €3) rules relating to the transfer of cash or
23 securities among a3 Vife insurance company®s accounts; and

24 {49y rules ralating to the requirements of doing
25 business under this act.

> w NN

58 331

A1l rules promulgated under this act are subject to the
provisions of the Montana Administrative Procedure Acts
First adopted by the Senate Committee on Business and

Indusery on February 1ls 1981«

_z-



47th Legislature

10
11
12
13
14

15

i7
18
19
20
21
22
23
24

2%

SB 0331/03

SENATE BILL NO. 331
INTRODUCED BY M. ANDERSON

BY REQUEST OF THE INSURANCE DEPARTMENT

A BILL FOR AN ACT ENTITLED: ®AN ACT TO ADOPF A VARIABLE
CONTRALT LAW AUTHORIZING LIFE INSURANCE COMPANIES T0O
ESTYABLISH SEPARATE ACCOUNTS TO PROVIDE FOR VARIABLE LIFE

INSURANCE POLICTES AND VARIABLE ANNUITY CONTRALTS."

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

Section la Titlee [This act] may be cited as the
"ucntana Variable Contract Law"s

Section 2. Separate accounts for tife insurance or
annuitiess A domestic life insurance company may estabilish
one or more separate accounts and may allocate o them
amounts» including without limitation proceeds applied under
eptional modes of settlement or under dividend options to
provide for {ife insurance or annuities and benefits
incigental theretos payable in Fixed or variable amounts or
bothy subject to the following:

(1) The incomey gainss and 1ossess realtized or
unreatizedy from assets allocated to a separate account
shall be credited to or charged against the accounts without
regard to other incomes gainss or losses of the companya.

{2) Except as may be provided for reserves for
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guar anteed benefits and funds in subsection (3):

{a) aswmounts allacated to a separate account and
acc;mulations thereon may be invested and reinvested in any
class of investment authorized under Title 33y chapter 24
part Bs but the Jimitations under 32-2-886 33-2-806 on
investments in sctocks are not applicable;

{b) the investments in the separate account or
accounts may not be taken into account in applying the
investment limitations otherwise applicable to the
investments of the company.

{3) Except with the approval of the commissioner and
under conditions applying to investments and other matters
as he prescribes that recognize the guaranteed nature of the
benefits provideds reserves for benefits guaranteed as to
dallar amount and duration and for funds Juaranteed as to
principal amount or stated rate of interest wmay not be
maint3ined In a separate accounte.

(4} Unless otherwise approved by the commissioner,
assets allocated to a separate account shall be valued at
their market value on the date of valuations or if there is
nao readily available markety they shall be valued as
provided under the terms of the contract or the rules or
other written agreement applicable to that separate accountis
Unless otherwise approved Dy the commissionery the partion,

if anys of the assets of that separate account equal to the

SECOND PRINTING
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company *s reserve liability with regard to the guaranteed
benefits and funds referred to in subsection (3) shall pe
valved in accordance with the rules otherwise applicable to
the company's assets.

(5 Amounts allocated to a separate account in the
exercise of the power granted by {this act] are owned Dy the
companys and the company may not be or hold itself out to be
a trustee with respect to those amountse Through contractual
provisions it may be provided that the portion of the dssets
of a separate account equal to the reserves and other
contract liabilities with respect to the account are not
chargeable with liabilities arising out of any other
business the company may conducta

(6) A sales exchanges or other transfer of assets may
not be made by a company between any of j(ts separate
accounts or between any other investment account and one or
more of its separate accounts unlesss in case of a transfer
into a separate accounty the transfer is made solely to
establish the account or to support the operation of the
contracts with respect to the separate account ta which the
transfer is made and unless the transfere whether into or
from a separate accounts is made by a transfer of cash or by
a transfer of securities approved by the commissioner and
having a readily determinable market values The commissioner

may approve other transfers among these accounts ifs in  his

-3- SB 331

10

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

5B 0331703

apinions transfers5 would be equitable.

(7} To the extent a company considers it necessary to
comply with any applicable federal or state Jawse the
companyy with respect to any separate accounts including
without limitation any SsSeparate account which s a
management investment company oOr a unit invest@ent trusts
may provide persons having an interest therein appropriate
voting and other rights and special! procedures for the
conduct of the business of that accounts including without
Timitation: special rights and procedures relating to
investment policys investment advisory seryices. selection
of independent public accountantse and the selection of a
committees the members of which need not be otherwise
affiliated with the Companys to manage the business of that
account.

Section 3. Contract -~ essential featuress A contract
providing benefits payable in variable amounts delivered or
issued for delivery in this state shall contain a statement
of the essential features of the procedures to be followed
by the insurance company in determining the dollar amount of
the variable benefits« A contract under which the benefits
vary to reflect investment experiences including a group
contract and a certificate in evidence of variable benefits
issued thereunders shall state that the doilar amount well

vary and shall contain on its first page a statement to the

4= SB 331
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effect that the benefits thereunder are on a variable basise

Section 4+ Requirements for doing businesse (1) A
company may not deliver or issue for delivery within this
state wvariable contracts unless it is licensed or organized
to do life insurance or annuity business in this state and
the commissioner is satisfied that its condition or method
of operation in conanection with the issuance of contracts
will not render its operation hazardous to the public or its
palicyholders in this states In this connecticns the
commissioner shall considers amoné other things:

{a) the hjstory and financial condition of the
company;

{b} the charactery responsibilitys and fitness of the
officers and directors of the company; and

(c} the taw and regulation under which the company is
authorized in the state of domicile to 7issue variable
cantracts. The state of entry of an alien company is its
place of domicile for Lhis purpose.

{(2) If the company is & subsidiary of an admitted life
insurance company or affiliated with that company through
common manadement or ownershipe it may be considered by the
commissioner to have met the provisions of this section if
either it or the parent or the affiliated company meets the
regquirements of this sections.

Section 5. Powers of commissioner. Notwithstanding any

-5- sp 331
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other provision of lawe EXCEPT _TITLE 30y CHAPTER 310y PARTS 1

THROUGH 3y the commissioner has sale authority to regulate
the issuance and sale of wvariable contracts and to
promulgate rules to carry out the purposes and provisions of
fthis act]e

Section 6. Variable contracts to meet insurance
contract requirements. Except for 33-20-302 and 33-20-307
for variable annuity contracts and 33-20-104s 33~20-109

33-2C-111+ 33-20-112+ and 33-20-201 through 33-20-207, _AND

33-20~211 _THROUGH 33-20-213 for variable life insurance

policies and as provided in [this act]r all pertinent
provisions of Title 33 and other laws relating to insurance
apply to separate accounts and their related policies and
contractse Any individual variable life insurance contract
or annuity contract delivered or issued for delivery in this
state must contain grace and reinstatement provisions
appropriate to the contracte. Individual wvariable 1jfe
tnsurance contracts must contain nonforfeiture provisions
appropriate to those contractse The reserve liability for
vartable contracts shall be established in accordance with
actuarial procedures that recognize the variable nature of
penefits provided and martality guaranteess

Section . <Codification instruction. This act is
intended to be codified as an integral part of Title 33, and

the provisions of Title 33 apply to this acte
-End-
~-f- $8 331



