HOUSE BILL NO. 464

Introduced: 01/24/83

Referred to Committee on Business & Industry: 01/24/83
Hearing: 1/31/83
Report: 01/31/83, Do Pass, As Amended

2nd Reading: 02/02/83, Do Pass
3rd Reading: 02/04/83, Do Pass

Transmitted to Senate: 02/05/83

Referred to Committee on Business & Industry: 02/05/83
Hearing: 3/14/83
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Z‘lima‘ BILL NO. _l&_‘/

INTRODUCED BY

BY RECGUEST DOF THE DEPARTMENT OF INSURANCE

A BILL FOR AN ACT ENTITLED: AN ACT TO ADOPT A VARIABLE
CONTRACT LAW AUTHORIZING LIFE INSURANCE COMPANIES TO
ESYABLISH SEPARATE ACCOUNTS TO PROVIDE FOR VYARIABLE LIFE

INSURANCE POLICIES AND VARIABLE ANNUITY CONTRACTS.®

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

Section 1. Short title. [This act] may be cited as the
"Montana Variable Contract Law%.

Section 2« Separate accounts for 1life insurance or
annyitiess A domestic 1ife insurance company may establish
one oOr more sSeparate accounts and wmay allocate thereto
amountsy including without limitation proceeds applied under
optional modes of settiement or under dividend optionsy to
provide for tYife insurance or annuities and benefits
incidental theretos payable in fixed or variabhle amountse or
bothy subject to the following:

{l1) The incomey 9gainse and 1lossessy realized or
unrealizedy from assets allocated to a separate account must
be c¢redited to or charged against the accounts without
regard to cther incomey gainss or losses of the company.

(2) Except as way be provided for reserves for
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guarantecd benefits and funds in subsection {(3):

{a) awmounts 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, if limitations under 32=2-806 on investments in
stocks are not applicablej

{b} the investments in the separate account or
accounts may not be taken Into account in applying the
fnvestment limitations otherwise applicable to the
investeents of the company.

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

(4#) Unless othaerwise approved by the commissionery
assets allocated +to a separate account must be valued at
their market value on the date of valuation ory if there is
no readily available market, as provided under the terms of
the contract or the rules or other written agreement
applicable to that separate accounti howevers unles§
otherwise approved by the commissioners tha portions if any,
of the assets of that separate account equal to the

-2- INTRDDI._JCED BILL

A e

s
i



oo wWN

8 @ N O

10
1
12
13
1%
15
16
17
18
19
20
21
22
23
24
25

LC 111601

company®*s reserve llahility with regard to the guaranteed
benefits and funds referred to in subsection (3) must be
vatued in accordance with the rules otherwise applicable to
the company®s assets.

{5) Awmounts allocated to & separate account in the
exarcise of the power granted by [this act] must be owned by
tha companys and the company may not be or hold itseif out
to be a trustee with respect to those amounts. If and to the
extent provided under applicable contracts that portion of
the assets of a Separate account equal to the reserves and
other contract liabilities with respect to tha account are
not chargeable with 1liapilities arising out of any other
business the company may conduct.

{6} (a) No saley exchanges or other transfer of assets
may 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:

(i) 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 to which the transfer is made; or

(ii) the transfery whether into or from a separate
accounts is wmade by a transfgr of cash or by a transfer of
securities having a readily determinable wmarket value and

the transfer of securities is approved by the commissioner.
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{b} The commissioner may approve other transfers among
these accounts Ify in his opiniony transfers would not ba
inequi tablee

{7} To the extent a company considers it necessary to
comply with any applicable federal or state lawse the
coapanysy with respect to any separate accounts including
without limitation any separate account that is a management
inovestment company or a unit investment trust accounte may
provides for persons having an interest thereine appropriate
voting and other rights and special procedures for the
conduct of the business of that accounty incliuding without
limitation special rights and procedures relating to
investment policys investment advisory servicese selection
of independent publlc accountantss and selection of a
committeey the members of which need not be otherwise
affiliated with the companys to manage the business of that
accounte

Section 3. Contract to sState essential featureses A
contract providing benefits payable iIn variable amounts
delivered or issued for delivery in this state must contain
a statement of the essential features of the procedures to
be fo¥lowad by the Insurance company in determining the
dollar amount of the variable benefits. A contract under
which the benefits vary to vseflect investment experiences

including a group contract and a certificate in evidence of
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variable benefits issued thereunders must sState that the
dollar amount will vary and contaln on its first page =
statement to the effect that the benefits thereunder are on
a variable basise

Section 4« Requirements for doing businesse (1) No
company may deliver or issue for delivery within this state
a varlable comntract unless the company is 1licensed 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 connection with the issuance of
contracts will not render its operation hazardous to the
public ar its policyholders in this state. In making such a
determinations the commissioner must considersy but is not
limited to:

(a) the history and financial condition of the
Ccompany ;

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

{c}) the laws and regulations under which the company
is authorized in the state of domicile to issue variable
contractse The state of antry of an aljen company is its
place of domicile for this purpose.

{2) If the company is a subsidiary of a life insurance
company that is licensed or organized in this state or

affiliated with such a company through common management or
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ownerships it may be considered hy the commissioner to have
met the requirements of this section if either it or the
parent or affiliated company meets the requirements of this
sectione

Section 5. Powers of commissioner. The commissioner
has sSole authority +to regulate the issuance and sale of
variable contracts and to promulgate rules to carry out the
purposes and provisions of [this act]s

Section 6« Variable contracts to meet iInsurance
contract requirementss (1) Except for 33-20~302 and
33-20-307 for variable annuity contracts and 33-20-104¢
33-20-109y 33-20-111s 33-20-112¢ 33-20-201 through 33-20-207
and 33-20-211 through 33-~20-213 for variable life insurance
policies and as otherwise provided iIn [this act]s all
pertinent provisions of Title 33 and other laws relating +to
insurance apply to separate accounts and their related
policies and contractse

{2) Any individual variable life insurance contract or
annuity contract delivered or Issued for delivery in this
state must contalin grace and reinstatement provisions
appropriate to the contracte. Any individual variable 1life
insurance contract wmust contain nonforfeiture provisions
appropriate to such a contracte

{3) The reserve llability for any variable contract

must be established in accordance with actuarial procedures

-5
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that recognize the variable nature of benefits provided and
mortal ity gquaranteess

Section 7. Codification instruction. This act is
intended to be codified as an integral part of Title 33, and
the provisions of Title 32 apply to this acte

-End=
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STATEMENT OF INTENT
HOUSE B8ILL 46%

House Business and Industry Committee

A statement of intent is requived for this bill in that
it delagates rulemaking authority to the Commissioner of
Insurance in section 3.

Although 33-1-313, MCAy delegates to the Commissioner
of Insurance rulemaking authority to ef fectuate any
provisions o¢f the codey as LL 1116 substantively increases
this powersy a statement of intent is required.

Saction 5 empowers the Commissioner of Insurance with
the sole authority to regulate the issuance and sale of
vartable contracts and allows the Commissioner to promulgate
rules to carry out the provisions of this bills The
Commissionaer*s autherity %o promulgate rules is limited in
scope ta the follawing areas:-

1. Rules relating to maintaining reserves for
guaranteed benefits and funds in a separate account;

2. Rules relating tc valuation of assets allocated to
a separate account;

3. Rules relating to the transfer of cash or
securities among a life insurance company's accounts; and

4e Rules reltating to the requirements of doing

business under this bill.

2

HB 4&4

A1l rules promulgated under this bill are subject +to

the provisions of the Montana Adainistrative Procedure ACt.
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Approved by Committee
oﬁpBusiness and Industry

HOUSE BILL NOa. 464
INTRODUCED BY HEMSTADy GAGE

BY REQUEST OF THE DEPARTMENT OF INSURANCE

A BILL FOR AN ACT ENTITLED: "™AN ACT TO ADOPT A VARIABLE
CONTRACT LAN AUTHORIZING LIFE INSURARCE COMPANIES TO
ESTABLISH SEPARATE ACCOUNTS TO PROVIDE FOR VARIABLE LIFE

INSURANCE POLICIES AND VARIABLE ANNUITY CONTRACTS."™

BE IT ENACYED BY THE LEGISLATURE OF THE STATE OF MUNTANA:

Section 1. Short titlee [{This act)] may be cited as the
»¥ontana Variable Contract Law™.

Section ?. Separate accounts for 1Vlife insurance or
annuitiess A domestic 1ife insurance company may establish
one or more separate accounts and wmay allocate thereto
amountse including without limitation proceeds applied under
optianal modes of settlement or under dividend optionss to
provide for 1life insurance or annuities and benefits
incidental theretos gayable in fixed or variable amounts, or
bothe subject to the following:

{1} The incomey gainse and lossess realized or
unreal izeds from assets allocated to a separate account gust
be «credited to or charged against the accounts without
regard to other income, gainss or 1osses of the company.

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

(a) amounts allocated to a separate account and
accumslations thereon may be invested and reinvested in any
class of investment authorized under Title 33s chapter 2,4
part 3+ if limitations under 3g-2-886 33-2280%6 on
investments in stocks are not applicable;

{b} the investments in the separate account or
accounts wmay not be taken Into account in applying the
investment limitations otherwisea applicable to the
investments of the companye.

[3) Except with the approval of the commissioner and
under conditions relating to investments and other matters
as he prescribes that recognize the guaranteed nature of the
benefits providedy reserves for benefits quaranteed relating
to doltar amount and duration and for funds guaranteed
relating to principal amount or stated rate of interest may
not be maintained in a saparate account.

{%) Unless otherwise approved by tha commissioner,
assets allocated to a separate account must be valued at
their market value on the date of valuation ors if there s
no r=adily available markety as praovided under the terms of
the contract or the rules or other written agreement
applicable to that separate account; howevery unless
otherwise approved by the commissionery the portions if anyy

of <the eassets of that separate account equal to the

-2- HB 464
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company®s reserve liability with regard to the guaranteed
benefits and funds referred to In subsection (3} must be
valued in accordance with the rules otherwise applicable to
the company®s assets.

(5) Amounts allocated to a separate account in the
axercise of the power granted by [this act] must be owned by
the companyy and the company may not be or hold itself out
to be a3 trustee with respect to those amountse If and to the
extent provided under applicable contracts tnat portion of
the assets of a separate account equal to the reserves and
other contract liablllities with respect to the account are
not chargeable with 3Yiabilities arising out of any other
business the company way conducte

{6) (3) No sales exchangas or other transfer of assets
may b= made by a company petween any of its separate
accounts or between any other investment account and one or
more >f Its separate accounts unless:

{i) in case of a transfer into @ separate accounts the
transfer is made solely to establish the gccount or to
support the operation of the contracts wWith respect to the
separate account to which the transfer is made; or

{ii) the transfery whether into or frem a separate
accounte Is made by a transfer of cash or by a transfer of
securities having a readily determinable wmarket value and

the transfer of securities Is approved by the commissioner.

-3~ HE 464
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{b)} The commissioner may approve other transfers among
these accounts ifs in his opiniony transfers would not be
inegui tablee

(7T) To the extent a company considers It necessary to
comply with any applicable federal or State lawsy the
compatys with respect to any saparate accounts including
without limitation any separate account that is a management
investment company or a unit investment trust account, may
provides for persons having an interest thereins 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 palicys investment advisory servicess salection
of independent public accountantss and selection of a
committees the members of which neetd not be otherwise
affiliated with the companys to manage the business of that
accounte

Section 3. Contract to state essential features. A
contract providing benefits payable in variable amounts
delivered or issued for delivery in this state must contain
a statement of the essantial features of the procedures to
be followed by the insurance company in determining the
dollar amount of the variable benefitss A contract under
which the benefits vary to reflect investment expeariences

including a group contract and a certificate in evidence of
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variasle benefits issued thereundery must state that the
dollar amount will wvary and contain on its first page a
statement to the effect that the henefits thereunder are on
a variable basise.

fection %« Requirements for doing businesss (1} No
company may deliver or issue for delivery within this state
3 variable contract unless the company is licensed or
orjani zed to dc life insurance or annuity business in this
state and the commissioner is satisfied that its condition
or method of operation in connection #ith the issuvance of
contracts will not render its operation nazardous to the
public or its policyholders in this state. In nakipg such a
determinations the commissioner must considery but Is not
limited to:

(a) the history ahd financial condition aof the
company i

{b) the character, responsibilitys and fitness of the
officars and directors of the company; and

{c} the taws and regulations under which the compony
is authorized in the state of domicile to issue variable
contrictss The state of entry of an alien company is its
pYace of domicile for this purposes.

{2) If the company is a subsidiary of a Vife insurance
company that is licensed or organized in this state or

affiliated with such a company through common management or

5= HB 464
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ownershipy it may be considered by the commissioner to have
mwet tie requirements of this section if either it or the
parent or affiliated company meets the requirements of this
sectione

Section Se. Powers of commissionere The commissioner
has sole authority to regulate the issuance and sale of
variablie contracts and to promulgate rules to carry out the
purposes and provisions of [this actle

Section 6« Variable contracts to meet insurance
contract requirementse (1) Except for 33-20-302 and
33-20-307 for variable annuity contracts and 33-20-104,
33-20-109y 33-20-111, 33-20-112, 33-20-20% through 33-20-207
and 33-20-211 through 33-20-213 for variable Vife Insurance
pclicies and as otherwise provided in ([this actly all
pertinent provisions of Tltle 33 and other laws relating to
insurznce apply to separate accounts and their related
policies and contractse

{(2) Any individual variable life insurance contract or
anpuity contract delivered or issued for delivery in this
state must contain grace and reinstatement provisions
approdriate to the contracte Any individual variable iife
insurance contract must contain nonforfeiture provisions
appropriate to such a contracte.

{3) The reserve liability for any variable contract

ust be established In accordance with actuarial procedures

-ty HB 464%
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that recognize the varlable nature of benefits provided and
mortality quaranteese

Section T« Codification instructiona 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—
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STATEMENT OF INTENT
HOUSE BILL 454

House Business and Industry Committee

A statesent of intent is requived for this bidl in that
it delegates rulemaking auvthority to the Commissioner of
Insurance in section S.

Although 33-1-313¢s MCAy delegates to the Commissioner
of Insurance rulemaking authority to effectuate any
praovisions of the codes, ax LC 1116 substantively increases
this powere a statement of Iintent is required.

Saction 5 empowers the Commissioner of Insurance with
the sole authority to regulate the issuance and sale of
variable contracts and allows the Commissioner to promulgate
rules to <carry out <the provisions of this bille The
hb-;issioner's authority to.pronulgate rules is limited in
scope to the Following areas:

L Rules relating to maintaining reserves for
gquaranteed henafits and funds in a separate account;

2« Rules relating to valuation of assets allocated to
4 separate account;

3.., Rules relating to the transfer of cash or
securities among a life insurance company's accounts; and

4a Rutes relating to the requirements of doing

business under this bill.

HB 464

A¥? rules promulgated under this bill are subject to

the provisions of the Montana Administrative Procedure AcCt.
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HOUSE BILL NOs 464
INTRODUCED BY HEMSTADe GAGE

BY REQUEST OF THE DEPARTMENY OF INSURANCE

A BILL FOR AM ACY ENTITLED: =AN ACT TO ADOPT A VARIABLE
CONTRACT LAW AMJTHORIZING LIFE INSURANCE COMPANIES TO
ESTABLISH SEPARATE ACCODUNTS TO PROVIDE FOR VARIABLE LIFE

INSURANCE POLICIES AND VARIABLE ANNUITY (ONTRACTS.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MUNTANA:
section 1« Short title. [This act] may be cited as the
=pontana Variable Contract Law®™.

Section 2. Separate accounts for 1l1ife insurance or
annuitiess A domestic 1ife insurance company may establish
one or more separate accounts and msay allocate thereto
amsuntsy including without limitation proceeds applied under
optional modes of settlement or under dividend optionse to
provide for 1life ({Insurance or annuities and benefits
incldental theretoy payable in fixed or variable amountss or
bothy subject to the following:

(1) The incomey gainse and lossess realized or
unreal izedy from assets allocated to a separate account must
be credited to or charged against the accounts without
regard to other incomes gainsy or losses of the company.

{2) Except as wmay be provided for reserves for
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guaranteed benefits and funds in subsection (3):

{a} amounts allocated to a separate account and
accumi]ations thereon may be invested and reinvested in any
class of investment authorized under Title 334 chapter 24
part 3+ {If Tlimitations under 3g=2-886 33=2=806 on
investaents in stécks are not applicable;

(b)Y the investments in the separate account or
accounts may not be taken inte account ia applying the
investment limitations otherwise applicable to the
investsents of the companys

{3) Except with the approval of the commissioner and
under conditlons relating to investments and other matters
as he prescribes that recognize the guaranteed nature of the
benefits provideds reserves for beneflts guaranteed relating
to dollar amount and duration and for funds guaranteed
retating to principal amount or stated rate of interest may
not be maintalned in a separate accounte

{4} uUnless otherwise approved by the commissioners
assets allocated to & separate account must be valued at
thelr narket value on the date of valuation ore if there is
no rzadily available markety as provided under the terms of
the cnngract or the rules or other written agreement
applicable to that separate account; howevery unless
othersise approved by the commissioners the portiony if anys

of the assets of that Separate account equal to the

-2- HB 464
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company®s reserve LYiability with regard to the guaranteed
benefits and funds referred to in subsection (3) must be
valued 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) must be owned by
the rcompanys and the companhy may not be or hold itself out
to be a trustee with respect to those amounts. If and to the
axtent provided under applicable contracts that portion of
the asssets of a separate account equal to the reserves and
other contract liabilities with respect to the account are
not chargeable with liabifities arising out of any other
business the company may conducta )

{6) (3) Ho sales exchanges or other transfer of assets
may be made by a company between any of its separate
accounts or between any other investment account and one or
wore >f its separate accounts unless:

() in case of a transfer Iinto a separate accounts the
transfer s made solely to establish the 2ccount or to
support the operation of the contracts with respect to the
separate account to which the transfer is made; or

{ii) the transfery whether into or from a separate
accounty s made by a transfer of cash or by a transfer of
securities having a readily determinable wmarket value and

the transfer of sSecurities |Is approved by the commissionere
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{b)} The commissioner may approve other transfesrs among
thesa accounts ifs in his opinions transfers would not be
inequi tablee

(7)) To the extent a company considers it necessary to
comply with any applicable federal or state lawss the
companys wlith vrespect to any separate accounty including
without lisitation any separate account that is a manpagement
investment company or a unit Investment trust account, may
provides for persons having an interest thereine appropriate
voting and other rights and special procedures for the
conduct of the business of that accounty iIncluding without
Timitation special rights and procedures rselating to
investment policys investment advisory servicass selection
of independent public accouhtantss and selection of a
committees the wmembers of which need not be otherwise
affillated with the companys to manage the business of that
accouite

Section 3. Contract to state assential features. A
contract providing benafits payable in variable amounts
delivered or issued for dellivery in this state must contain
a statement of the essantial features of the procedures to
be Followed by the insurance company in determining the
doilar amount of the variable benefits. A contract under
which the benefits vary to reflect investment experiences

inctuding a group contract and a certificate in eavidence of

o HB 464
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variaite benefits issued thereundery -must state that the
doNar amount will vary and contain on its first page a
statement to the effect that the benefits thereunder are -on
a variable basise

toction %« Requirements for doing businesss (1) No
company may deliver or issue for delivery within this state
4 variable contract unless the company Is licensed or
orjani zed to do life insurance or annuity business in this
state and the commissioner is satisfied that its condition
or method of operation in connection With the issuancel of
contracts will not render its operation hazardous to the
public or its policyholders in tﬁis states In naqug such a
deterninationo the comsmissioner mist considery but is not
Timited to: A

(a) the history and financial condition of the
compaly; . ‘

(b the character, responsibilityy and fitness of the
officars and directors of the company; and

{c} the laws and requlations under which the company
is authorized in the state of domicile to issue variable
contracts. The state of entry of an alien company {5 its
place of domicile for this purpose.

(2 If the company is a subsidiary of a life insurance
company that is licensed or organized in this state or

affiliated with such a company through coMmoOn management or
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ownershipy it may be considered by the commissioner to have
Bet the requirements of this section if ejther it or the
parent or affiliated company meats the requirements of this
sectione

Sectlon S. Powers of commissionare 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 actle

Section 6. Va;table- contracts to meet insurance
contract requirements. (1) Except for 33-20~302 and
33-20-307 for variable annuity  contracts and 33-20-104,
33-20-109, 33-20-111, 33-20-112y 33-20-201 through 33-20-207
and 33-20-211 through 33-20-213 for variable Yife insurance
pelicies and as otherwise provided in [this act]s all
pertinent provisions of Title 33 and other laws relating to
insurznce apply to  separate accounts and theilr related
pollicies and contractsSe

{2} any individual variable life insurance contract or
anpuity contract delivered or issued for delivery in this
state must contain grface and reinstatement provisions
approdriate to the contrfacte Any individual variable 1life
insurance contract must contain nonforfeiture provisions
appr@priate to such a contracte

{3) The reserve Viabitity for any variable contract

uust be established in accordance with actuarial procedures

-6- HB 464



o W N~

HY 0464702

that recognize the variable nature of banefits provided and
mortality guarantces.

Section T« Codification instructione This act is
intended to be codified as an integral part of Yitle 33, and
the provisions of Title 33 apply to this acts

~End~-
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