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Returned to House with 
Statement of Intent. 

Second rea.dinq, Statement of 
Intent concurred in. 

Third reading, St~tement of 
Intent concurred in. 

Sent to enrolling. 

Reported correctly enrolled. 
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l~ Bill NO. -~ 
BY Kili ......... ..N_zz:-:~--?'c~t/~ 

/' 

AN ACT ENTITLED: R N ACT TO AMEND THE MONTANA 

INTRODUCED 

A BILL FOR 

INSURANCE CODE STANDARD VALUATION LAW; AMENDING SECTIO~S 

33-2-523 THROUGH 33-2-526• MCAo• 

Bf IT E"ACTEO BY THE LEGISLATURE OF THE STATE OF MCJNTA•'IA: 

Section 1. Section 33-2-513• MCAw i~ aMended tu reao: 

"3~-2-523. Contracts on or after the operative date of 

33-Z0-213 -- valuation. (1) This section shall apply to only 

those policies and contracts issued on or after the 

operative date of 33-ZQ-213• except as otherwise provided in 

33-2-524- for qroup annuity and pure endowntent contracts 

issued prior to that ddt.e. 

(lt Except as otherwise provided in 33-2-524 ~ 

lJ=Z:2lS• the minimum standard for the valuation of all ~uch 

policies and contracts shall be the commissioner•s r~serve 

valuation methods aefineO in 33-2-525 and 32-2-526(3), 5% 

interest for qr~up annuity and p~re endowment contracts and 

3 l/2t interest for all other such policies and con~racts or 

in the case of policies and contracts. other than annuity 

anG purP. endowment contracts, issued on or aft~r March 11, 

1973• ~' interest for such policies issued prior to July 1• 

1979 9 and 4 1/2% interest for such policies issued on or 
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after July 1, 1979, and the following tables: 

(a) for all ordinary policie5 of life insurance issued 

on the standard basis, excluding any disability and 

accidental d«ath benefits in such policies, the 

commissioner•s 1941 standard ordinary mortality table~ 

lil for such policies issued prior to the operative 

date of 33-2D-Z06, as amended. and the coaaissloner•s 1958 

standard ordinary mortality table for such policies issued 

on or after that operative date bu1-Qci~_tg- the opera~ 

~a~~f--L~~tLgn__§J• except that for any category of such 

policies issued on fe$ale risks. modified net premiums and 

pr~sent values, referred to in 33-2-525 and 33-2-5l6t may oe 

calculated, at the option of the insurer witn the approval 

of the commissioner. according to an age younger than the 

actual age of the insured; aL 

.Lll.Lt:l!L.:iJ.U;;b_l!uJ.l~ilL.Li~~-2IL..IIL.a:UU-~ 1111erat i ye 

~llt!:_llf_[..uU.J.l!D_!!J.i 

Ul_t.bL __ .J;.liJIJJI.lliJi..Ll!D&~---l.illlL-lla~LII--il.UiilliiU 

Jlw:.t.alln_t lllU&l 

illl-at-.tbe--el&tllliD-llf-Ul&-~l!lllllilll¥-il!C-illl¥-li~L-IIIliL& 

!ill&~ili~-I!LmLllf_lit:&_inlillUIO.J:£1J.b!L~~lU.!..L_~D 

:;tll!!llilr.lL_..ll.ulioau: _ _ml!L.t.alit.¥-....t~ble __ wJ.tlL_ll!=.llL.-Jilll.!!s;.t 

moLtilllt¥-fii~LQLJil_l!L 

i~l--~DX-lii.gJ.oar.x_ml!L.t.ali1¥-1~lfo<-4dlll!1&a_i1Lter 1280 v¥ 

tlle_o.ati2!lal_auQI;J.a:tlllll-llLinliw:liD"-=~.er..L-:tltil:t_i.!i 
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AQQL~~~--Q~tb~~gmml~.iQOeL_Q~L~-fgc_~~-ln-d~mLnin~ 

tl!L.minllwll-Uiln®L~-liLJtalllilLl.ll!Lfll.L.....>IIkll-llllli~U.ll 

(bJ for all industrial life insurance policies issued 

on the standard basis. excluding dny disability and 

accidental death benefits in such policies. the .&.941 

standard industrial mortdlity table for sucn policies issuad 

prior to the operative date of 33-20-207, as amenaed, and 

the-ee•m+ss+eftep~-+~6~-s~anda~e-~"da,~r~a+-~~e+~~y--tsb+e 

for such oolicies issued on or after that op~rdtive date .tJ:ui: 

~WIImilli.!Qili!J:!.li. __ Ull __ .U..n.ditLlLin~JISt ria! JIIIILt..>lilJ<-t.al>l.tLliL 

il!l;t_in.diiULiiiLiliU:.t.ail.tx...t41lli!....illlilllU!L.Jf:teL-.l~Q_jj~__tlll! 

lliltignal--illlllkliltl.a.!L.-liL_LMIILllllkll CO!)!!)! j Sli~l.--tl:Lil~ 

illlllL~_Qy;...tbL~lllili.UilOf<L_QX....J:~.....f.IH:....!IU..J.n.--dllterUii njog 

t.l!L.llli..oliDJJil.....itilll®Ld of valllat.il21Lfl2L.....>Yr..b-ll><.l.i~; 

(c l for individual 

contracts. excJuainq any 

annuity 

disability 

and pure endowment 

dOd accidental death 

ben!.l!:f its in such pol icie~. the 1937 standard annui~y 

mortality table or, at the option of the insurer, the 

annuity mortality tabl~ for 19~9, ultimate, or any 

modification of either of these tables appro~ed by the 

commissioneri 

(d) for group annuity and pure endowment contract~, 

excluding any disability and accidental death benefits in 

such poJiciest the group annuity mortality table for l95lt 

any modification of such table approved by the commissioner, 

-3-
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or, at the option of the insurer, any of the tables or 

modifications of tables specified for individual annuity ~nd 

pure endow~ent contracts; 

(c) (i) for total and permanent disability benefits tn 

or supplement~ry to ordinary policies or co~trdcts: 

(~) for policies or contracts issued on or ~ft~r 

January 1, 1966, tt.e tables of period 2 disabll:!ment rgt~s 

dOd the 1930 to 1950 termination rates of the l9;l 

~isabil ity study of the socie~y of actuaries. with due 

reg3rd to ~he type of benefit~-AOX-~bl~~2f_djsdblemeo~ 

L~teJL_an~--ti!Lil.illiltlRD--Lilt~li.--ii~Rt~~--"itl!£ __ l~2__bx__tne 

natiRDal __ ali.Ji.2~~lgn__g{_~~rance comm.ili.i.lQDi<Lli....tbilt~ 

SUIRI:WLIId....b.._...tbLI;2lllJDUlllllli<.[_QX-I:IIlLhiL-IIli.i:....i.iL_~i!tfUJDln.ill.g 

1b~-1Dinl1DY~-li.tiln~_g~illllatlgn_Lgc_~~_ugli~Lali.; 

(8) for oolicies or contracts issued on or after 

January 1, 196-1., and prior to January 1, 196bt eith~r such 

tablas or, at the option of the ins~.o~rer. the class 3 

disability table (1926); and 

(C) for policies issued prior to January 1, 1961• the 

class 3 disauifity table (192&); 

(ii) any such table shall, for active live~. ue 

combined with a mortality table permitted for calculating 

the reserves for life insurance policies; 

(f) (I) for ace i dental death benefits in or 

supple•entary to policies: 

-4-



2 

3 

4 

~ 

b 

1 

8 

9 

10 

11 

l2 

lJ 

l4 

15 

16 

17 

l~ 

l9 

20 

2l 

2? 

23 

24 

25 

LC 0788/01 

(A) for policies issued on or after January lt 1966, 

the 1959 dccidental death benefits table g~accjdeotgl 

llutJ:Lil!l~tiU.-l;~1LA.dllll1.iUL_illl«-!ll1L.JIY tne natiooal. 

Jil~~~lQD_-'IL~LlD~-~Q.DI.i.ul.goers that is ai4)roygd Py 

~t,gmlli.i~lgnu_b,LQile for use j o deteUJini.o.g_:Ule •i ni mym 

U.aDdaLlLliL!tillllat ion for ~IL!Illlic.i!l.:<; 

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

and prior to January 1 1 l906t either such table or, at the 

option of the insurer, the intercompany double indemnity 

mortality table; and 

(C) for policies issued prior to January 1. 19~1. the 

int~rcompany double indemnity •ortality table; 

(i i) .either table shall be comhined with a mortality 

table permitted for calculating th~ reserves for life 

insurance policies; 

fg) for group life insurance, life in5Jronce lssuea on 

tne substandard basi~ and other special b~nefit5w ~uch 

taOles as may be approved by the commission~r." 

Section 2. s~ction 3l-2-5Z4, MCA• is amended to redu: 

•33-2-Sl4. Individual and group annuity and pure 

endo~ment contracts -- valuation. (1) fhe tx~t-aA-pco~~d 

iD-L~~iun_JJ~tbi minimum standard for the valuation of 

all individual annuity and pure endowment contracts issued 

on or after the operative date of this s~ctiont as defined 

tv~rein., and for all ~nnuities and pure endowments purchased 

-5-
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on or after that operative date, under group annuity and 

pur~ endow~ent contracts is the commissioner•s reserve 

valuation ~ethods defined in 33-2-525 and the following 

tables and interest rates: 

(a) for individual annuity and pure endowment 

contract~ Issued prior to July lw 1979, excluding any 

dis3bility and accidental death benefits in such contracts, 

the 1971 individual annuity mortality table or any 

modification of this table approved by the commissioner and 

b' interest for stnqle premium immediate annuity contracts 

and 4% interest for all other Individual annuity and pure 

endowment contracts; 

(b) for individual single premiu~ immediate annuity 

contracts issued on or after July 1• 1979• excluding any 

dis:'tbil ity and accidental deatn benefits in such contracts, 

che 1971 Individual annuity mortality table gr any 

io.llitilllUI!-illlllllit.Lmlll:.t.illiU-.t.iiiULAllll!l.tll!Laf.t.!lL-lU!Lb.:t~ 

na.tlliDiiL-ii~~~Latillo __ llf __ ln~a~~~mml~~iliOers tba.t~ 

4UU£~~.tbe~llmmi~neL-Il:t-t:Yl~fli~K-lu_determioiog 

.tbll_mi.Dlmlllll~t.illl~UL.liLfil~illili.D_f.aL~~llll.tJ:as;.U or any 

modification of ~h~s--~eB+e ~1~ approved b'f the 

commissioner and 1 112~ interest; 

(c) for indivirlual annuity and pure endowment 

contracts issued on or after July 1. 1979, other than single 

pre-ni Uill i mmedf ate annuitJ' contracts, excluding any 

-b-
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disability and accidental O@ath benefits in such contrdct~, 

the 1971 individual annuity mortalicy table g£ _ _anx 

ia~ilt~ua.l_.illlauiu_mQL.t.aliu-1iUI~Ilt~tuc..lili.2Jllt...th!il 

natiliDiiLn.:i.Jl.c.i.atilln_QL_.inli.J.IJ:illlU_I:J:lmllliUUmlLU that i li 

iil!QLlllt!il~-l<L~_s;llmlllinl.llne..c_llJ!..t:ullil_{liL.UJilLiiLslflt&J:lll.illiu>l 

1h!il_mlni~um li1iia~_g1_Jtii1Uiition fllt:-~Y~_!;llntLd~ti or any 

modi fie at ion _of ~h.f.s--t!ett.J.e ~u.&h tables approved by the 

commissioner and 5 l/2l interest for single pre•ium deferred 

annuitt and pure endowment contracts and 4 l/2~ interest for 

all other such individual annuity and pure endowment 

contracts; 

(d) for a 11 annuities and pure endowltents purchased 

prior to.> July 1 9 1979 9 under group annuity ,and P'.Jre 

endowment cont ... acts, excluding any disabilitt and accidental 

death benefits purchased under sucn contracts, the 1971 

group annuity mortality table or any modification of the 

table approved by the coMmissioner and 6~ interest; 

(e) for all annuities and pure endowments purchased on 

or after July 1, 197~, under group annuity and p~re 

endow~ent contracts. excluding any disability and accidental 

df?.31tn b~net I ·ts purchased under such contracts, "the 1971 

group annuity mortality table lll:_iiDX-gl:liY~nDYi1Y IOC1iili1lt 

1iilllL-lll1lliltllll_.nt.!iiJ: __ l~ll--lllt-tbL.DiitllllldLillWI.tilliliiWU 

iDli.l.IJ:.illl~e_~~iiliiliD2Lli-1bd1_1Ji~ot:~-by_t.nB cllmmis~ 

lly_CulB_fot:~Uli!il_-lD_ d!ilt!ilrminiDg_-tll!il--minimum ot~__gi 
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llillYiitiliD--fQL_.iJ.I~b-.iliiWii!i~--iiD~-II.I!U__!!Dllllll!lll'ilnti or any 

modification of ~h?~--,ee~e ~~~bl~ approved by the 

com~issioner and 1 112~ interest. 

(2) After March 17, 1973, any insurer may file with 

the commissioner a written notice of its election to comply 

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

before January 1. 1979, which shall be the operative ddte of 

subsection (1) for such insurer. An insurer mdy elect a 

different operdtive date for individual annuity and pure 

endowment contracts from that elected for group annuity and 

pure endowment contracts. If an insurer makes no such 

election, the operative date of this section for such 

ins~rer shall be Janu~ry lr 1979•" 

~fH_SfLIIOHa Section 3. Interest rates 

deterraination of minimum standard valuation. (1) The 

calendar 'jear sto;~tutory valuation interest rates us 

established tn this section must be used in determining the 

minimum standard for the valuation of: 

(a) alJ life insur-ance policies issued in a particular 

calendar year on or after the operative date of [section 8]; 

(b) all individual annuity and pure endowment 

contracts Issued in a particular calendar year on or after 

January lt 1984; 

(c) all annuities and pure endowments purchdsed in a 

particular calendar year on or after January l• 1984, under 

-B-
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group annuity and pure endowment contracts; and 

(d) the net increase, if any, in a particular calendar 

year after January lt l984t in amounts held under guaranteed 

int~rest contracts. 

(2) ~Kcept as provided in subsection (3t, the calendar 

yP.ar statutory valuation interest rates are determined as 

follows and the results rounded to the nearer l/4 of 1%, 

when Rl is the lesser of R and .a9, ~2 is the greater of R 

and .09 9 R is the r~ference interest rate established in 

[section 5], and W is the weighting factor established in 

[section 4]: 

(a} for 1 i fe insurance: 

Interest rat~ ~ .03 • W(Rl - .03) + (W/2.) (R2 - .09); 

(b) for single-premium immediate annuities and for 

annuitv benefits involvinq life contingencies ar-ising from 

other- annuities with cash settlem@nt options and from 

•;uaranteed interest contracts with cash ~ettl eRent options: 

Interest rate; .o3 + W(R- .03); 

(c) for other dnnuities with: 

( i) cash sett 1 ement options and guaranteed i nt.erest 

contracts wi~h cash settleMent options, valued on an issue 

year oasist except as stated in subsection (Z)(b), the 

formula for 1 ife insurance stated in subsection (2)(a) 

applies to annuities and guaranteed interest contracts with 

guarantee dur~tions in excess of 10 years and the formula 

-9-
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for sinqle-pre•ium iM•ediate annuities stated in subsection 

CZ)(D) ap~lies to annuities and guaranteed interest 

contracts with guarantee durations of 10 years or less; 

(ii) no cash settlement options and for guaranteed 

Interest contracts Nith no cash settlement options, the 

formula for sinqle-preMium immediate annuities stated in 

subsection (2)(b) ap~lies; and 

(iii) cash settle.ent options and guaranteed interest 

contracts with cash settlement options valUed on a 

change-in-fund basis• the formula for single-premium 

immediate annuities stated in subsection (2)(bf applies. 

(3) Jf the calendar year statutory valuation interest 

rate for any life insurance policies issued in any ca1enddr 

year differs from the corresponding actual rate for similar 

policies issued in the immediately preceding calendar year 

by less than l/2 of 1~, the calendar y~ar statutory 

valuation interest rate for such life insurance policies is 

equal to the corresponding actual rate for the immediately 

preceding calendar year. For purposes of this subsection, 

the calendar year statutory valuation interest rate for life 

insurance policies issued in a calendar year must be 

d~termined for 1900 (usinq the reference interest rate 

defined for 1979) and must be determined for ~ach su~sequent 

calendar year regardl es:~o of when [section 8] becomes 

operative. 

-10-
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~W-S~QHa Section 4. Interest rate wei~hting 

to in the factor. (1, The weightinq factors referred 

for~ulas ~tqted in (section l] are as follows: 

(a) (i) for life insurance: 

Guarantee 

Duration in 

Years 

10 or less 

More than 10 but not more than 20 

fllore than 20 

Weighting 

f-actors 

.so 

.45 

.35 

(ii) for life insurance, the guarantee duration is the 

maximum number of years the life insurance can remain in 

force on a basis quaraoteed in the poli~y or under options 

to cnnvert to plans of life insurance with pre11iu11 rates or 

nonforfeiture values, or both, that are guaranteed in the 

original policy; 

(bt .ao for single premium immediate annuities and for 

annuity benefits involving life contin9encies arising from 

other annuities with cash settleaent o~tions and guaranteed 

interest contracts with cash settlement Qptions; 

(c) for other annuities and for guaranteed interest 

cont:racts., except .as stated in subsection ( 1) (b )t according 

to the guarantee duration established in subsection (Z) and 

th-9 type of plan established in subsec-tion (.3): 

(I) for annuities and quaranteed interest contracts 

-11-
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valued on an issue year basis: 

Guarantee 

Duration in 

Years 

5 or 1 ess 

More than 5 but not more than 10 

More than 10 but not more than 20 

More than 20 

( i i ) 

for annuities and guaranteed interest 

contracts valued on a change-in-fund 

basis, the factors Shown in 

LC 0188/01 

rieighting factor 

for Plan Type 

A B C 

.~o .6o .so 

.75 

.65 

.'t5 

.60 

.so 

.35 

Plan Type 

• su ... , 
.35 

A B C 

subsection (l)(cJ(i) increased by: .15 .2~ .05 

Plan Type 

(iii) A B C 

for annuities and guaranteed interest 

contracts valued on an issue year 

basis (other than those with no cash 

settlement options) that do not 

guar~ntee interest on considerations 

received more than 1 year after issue 

or purchase and for annuities and 

quaranteed interest contracts valued 

on o change-in-fund basis that do not 

-12-
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considerations received more than 

on 

12 

~onths b@yond the valuation date. the 

factors set forth in subsection 

Cl)(C)(i) or derived in subsection 

LC 0788/01 

(l)(CJ(ii) increased by: .os .os .o; 

(Z) For other annuities with cash settleMent options 

and guaranteed interest contracts with cash settle~nt 

options, the quarantee d~ration is the number of years for 

which the c~1tract guarantees interest rates in excess of 

the calendar year statutory valuation interest rate for life 

in~urance policies with ~uarantee duration in excess of ZO 

years. For other annuities with no cash settleMent options 

ana for ~uaranteed interest contracts with no cash 

settlement options, the guarantee duration is the number of 

yP.ars froM the date of issue or date of purchase to the date 

annuity benefits are scheduled to commence. 

(3) Plan types used in subsection tl)(c) are: 

(a) Plan Type A--No withdrawal is permitted or at any 

time policyholder aay withdraw funds only: 

(i) with an ddjustment to reflect changes in interest 

rates or asset values since receipt of the funds by the 

insYrance company; 

(ii) without such adjustment but in instaJl.ents over 5 

y~ars or ~ore; or 

-13-
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(iii) as an immediate life annuity. 

(b) Plan Type B--(i) Before eXpiration of the interest 

rate gu~ranteet no withdra~al is permitted or a policyholder 

may withdrdW funds only: 

(A} with an adjustment to reflect changes in interest 

ratP.S or asset values since receipt of the funds by the 

insurance co•pany; 

(B) -ithout such adjustment but in installaents over 5 

year5 or more. 

(ii) At the end of the interest rate guaranteew funds 

may be withQrawn withoot such adjustment in a single sum or 

instdllments over less than 5 years. 

(c) Plan Type C--A policyholder aa~ withdraw funds 

before expiration of the interest rate guarantee in a single 

sum or installMents over less than 5 years either: 

li) without adjustment to reflect changes in intere5t 

rat~s or asset values since receipt of the funds by the 

insurance company; or 

(iiJ subject only to a fixed surrender charge 

sti oul a ted in the contract as a percentage of the fund. 

(4) (a) An insurer may elect to value guaranteed 

interest contracts with cash settlement options and 

annuitiPs with cash settlement options on either an issue 

y~ar basis or on a change-in-fund basis. Guaranteed interest 

contracts with no cash settlement options and other 

-14-
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annuities with no cash settleDent options ~ust be valued on 

an issue y~ar basis. 

(b) As used in subsec~ion (4): 

(i) issue year basis of valuation is a valuation basis 

under which the interest rate used to deterlline the minimum 

valuation standard for the entire duration of the annuity or 

guaranteed interest contract is the calendar year valuatiun 

interest rate for the year of issue or year of purchdse of 

the annuity or quaranteed interest contract; and 

(ii) change-in-fund basis of valuation is a valuation 

basis under which the interest rate used to determine the 

miniMum valuation standard applicable to each change in the 

fund held under the annuity or guaranteed interest con~~act 

is ~he calendar yea~ valuation interest rate for the year of 

the change in the fund. 

KfW SECTION• Section 5. Reference interest rate. (lt 

The reFerence interest rate referred to in the formulas in 

[section 3] is: 

(a) for all I ife insurance, the lesser of the average 

over a period of 36 months and the average over a period of 

12 months, ending on June 30 of the calendar year next 

preceding the year of issue. of Moody's corporate bond yield 

average--~nthly average corporates; 

(b) for single-premium immediate annuities and for 

annuity benefits involving life contingencies arising from 
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other annuities with cash settlement options ana guarante~d 

interest contracts with cash settlement options, the a~eraye 

OY'=!r a period of 12 11onths, end i n9 on Junt:: 30 of the 

calendar ¥ear of issue or purchase, of Moody's corporate 

bond yield ~~er~ge--monthly average corporates; 

(c) for other annuities ""ith cash settlea~ent options 

and auaranteed interest contracts with cash settlement 

options valued on a year-of-issue basist except as stated in 

subsection (l)(b)• with guarantee duration in excess of 10 

years, the lesser of the average over a period of 36 months 

and the average over a period of 12 ~ontns, ending on June 

30 of the calendar year of issue or purchase9 of Hoody's 

corporate bond yield average--•onthly average corporat~s; 

(d) for other annuities with cash settlement options 

and quaranteed interest contracts with cash settlement 

options valued on a year-of-issue basist except as stateo in 

subsection (l)(b)• with guarantee duration of 10 years or 

less, the average over a period of 12 MOnthst ending on June 

30 of the calendar yea.- of issue or purc.hase9 of Moody's 

co~porate bond yield awerage--•onthly average corporates; 

(e) for other annuities with no cctsh settle1r.ent 

options and for guaranteed interest contracts with no cash 

settle~nt options, the average over a period of 12 months' 

ending on June 30 of the calendar year of issue or purchctse9 

of Moody's corpo~ate bond tield averaqe--monthly average 

-11>-
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corporates; or 

(f) 'for other annuities with cash s_ettlea.ent optiorls 

and guaranteed interest contracts with cash settlement 

options valued on a chanqe-in-fuo·d basis• except as stated 

in subsection (l)(b)t the averaqe over a period of 12 

months, ending on June 30 of the calendar year of the change 

in the fund, of "oody's corporate bond vield 

.average--monthly average corporates. 

(Z) If Haorly•s corporat.e- bond yield average--monthly 

averaQe corporates is no longer published by Moody's 

inv~stors servi~ew inc., Dr if t~e national asso&iation of 

insurance commissioners determines that Moody's corpor""ate 

bond yield dVerage--monthly average corporates as published 

by Moody•s investors service, inc., is no longer appropriate 

for the determination of the reference interest rate, then 

an alt.erndtive 

interest rate 

mt!thod 

adopted 

for 

by 

determination of the reference 

the national association of 

insurance ~ommissioners and approved by the commissioner may 

be substituted. 

Section 6. Section 33-2-5Z5t MCA, is amended to read: 

n33-Z-5l5. Co•missioner•s reserve valuation method. 

(1) Except as otherwise provided In subsection t~t Li! and 

33-Z-~26(3) 9 reserves according to the commissioner's 

reserve v~ 1 uat ion method, for the 1 i fe i ns.u r ance and 

endowment benefits of policies providing for a uniform 
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amount of insurance and requiring the payMent of uniforM 

premiums, 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 future modified net premiums therefor. The modified 

net premiums for any such policy shall be such uniform 

percentage of the respective contract premiums for such 

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

polic·v· of all sucn modified net premiums shall be equal to 

the sum of the then present value of ~uch benefits provided 

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

follows: 

(a) a net level annual premium equal to ~he present 

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

after the first policy year, divided by the present value, 

at tha date of issue of an annuity ~f one per annum payable 

on the first and each subsequent anniversary of such policy 

on which a premium falls due; provided, however, that such 

net level annual pre~ium shall not exceed the net level 

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

insurance of the same amount at an age 1 year higher than 

tne age gt issue of such p~licy; 

(b) a net 1-y~ar term premium for such benefi~s 

provided for in the first policy year. 

Ul--ULE2L-'>l!J!U-lill_.iQ..S.JiU~!Lillllm--i.lisyed pn pr 
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atie.L.I.alli.laL:t..h...l!il!.h...f!lL_!ill!Lkb-ttuL=u;u;~ulllliL....in-tb.ll 

flULilllllla-l!llii.L.Ill!:k.!:~.L:tbat of lhLUJ;;llDJLJ!.Il.Kll..!l!L.Jt.b.U;b 

Q2-l;2Jilj2<1Lilllle_a.dlllll2DaL!woef it Is g Llll!lil.lld---ln_UILJ.lLU 

y_~ _ _fll.[__~!Kh_-illlC.~....___and tbat_j:!r.2l!l~iUI--.IllU1<llllllelU 

tu::.n.elit..t..-.il_~.uu:,J:e.nd..eLll.alJ.le,~_aL-a~!llb; oat i .QJLPf hpth l.n 

aD..iiJIWilU~r.eall.L:tbiiD-.illctl __ e~~--~~Lll.lllil...__~u.i.llLl!.ll 

.u;s;.g~:t!LXbl:._~;giiUIJ.~Q!:CLJ:eaULJ!alll.illlluLmethod • as 

ot_anx_ugl~x_ao~e~¥ occurring on_gc_before the assumed 

enlli!UI .. IIa:t.!l..il~-:tb.ll...fiLll-'l~:t..annilt.er sar r g!l lth i cb tbe ...JWIII 

.oL_ilDX-AIUi.mfllit.D1-b..etUU.iLs1D.LAD.Ls:.asb syrre..a.du_val 11e then 

axai~le_~Leater than such excess premjy~ except afi 

2ll!:UiU-'I.Llll!.ill~_l!LTI~~J.biLgLUUL-2L-llli....-.C..Il.ieu.ll 

n__gf_~kh...-'12~-ii.Dul:t~L:t.Sal cui ated as de~Liluul_in 

~~~l!.i~-ill..llLllLU.i!:LYB as of such llll.l.ik¥--llllllilt!:LWX 

~gctjon 11) wjtb the follgpjn~ 

.llK.Illlli.I!D.ii. 

1Ll__1he__x~_d&fioad jO SUb$2Ctioa-Ll!(a) is re~d 

by 151 Q~Uwto.1-.aLu~ces$ fjrU=;year prgmjJ.l.IL.i. 

till--'ll.LilL.Il.i!:DL:taluti-JU.Jltil.llt.i.ll_aniL-"U" i yms ac .til 

lle:tllLJJlnlliL--ltilll!ut:t ~~--~ premjums or benefits 

1!1:2YillelL.f2L..llL:tbLil!lli.kx....ilfter the a_isymed li:Dlling date; 

.tiliJ. .. .t.be-'lllll~_allJUfi:ll._ t2 matyre ..llll_~IL..il:;~ 

enlllQg_ilat~..iiJl-lUlll.lnmlent: and 

!i~l-t~--'aib_~eQd~alue prp~ed oq such as$ymed 
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iUl--ln..milking_lle_!;~~~--i[l_.iubJiectjon IZ)~ 

tb<: .. -lD2Ltal.itl(_anll_ilU.IlL.Il.i:t_lla~u..a:t~_in_ll-2-52 3 an ll 

~1.1l~tilln_lJ_mu~_nu_~ 

ti!t.Ul Reserves 

reserve valuation 

according 

method for 

to 

the 

the commissioner'~ 

following shall oe 

calculated by d method consistent with the principles of 

this section. except that any extrd premiu~s charged because 

of impairments or special hazards shall be disregarded in 

the determination of modified net premiuMs: 

(a) Jife insurance policies providing for a varyinq 

amount of insurance or requiring the payment of Vdrying 

preMiums; 

(b) ~roup annuity and pure endow•ent con~racts 

purchased under a retire•ent plan or plan of d@ferred 

compensation, estdblished or maintained by an employer 

(includinq a partnership or sole proprietorship) or by an 

employee or9anization. or by both. other than a pJ~n 

providing individual retirement accounts 

retirement annuities under section 408 of 

Revenue Code, as now or hereafter amended; 

or inoividual 

the Internal 

(c) disability and accidental death benefits in all 

policies and Contracts; and 

(d) all other benefi"ts,. except 1 ife insurance and 

endowment benefits in life ins~rance policies and benefits 

provided by all other annuity and pure endowment contracts. 

-20-
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~t~l (a) Subsection t~t ~(b) applies to any 

annuity and pure endow•ent contracts other than group 

annuity and pure endowment contracts purchased under a 

retirement plan~ plan of deferred co•pensation established 

or maintained by an employer (including a partnership or 

sole proprietorship) or by an employee organization 9 or oy 

both, other than a plan providing individual retireaent 

accounts or individual retireaent annuities under section 

408 of the Internal Revenue Code 9 as now or hereafter 

amended. 

(b) ~eserves according to the commissioner•s annuity 

reserve ~ethod for benefits undef annuity or pure endowment 

contrac~s~ excluding any disability and accidental death 

benefits in such contracts• shall be the greatest of the 

respective excesses of the present values. at the date of 

valuation. of the future guaranteed benefits. Including 

guaranteed nonforfeiture benefits. provided for by such 

contrac.ts at the end of each respective contract year, over 

the present value, at the date of valuation9 of any future 

va1".Jation considerations derived f .. o11 future gross 

considerations required by the terms of such contract that 

become payable prior to the end of such respective contract 

year. The future guaranteed benefits shall be determined by 

using the mortality tablet if any, and the interest rate o .. 

rates specified in such cont .. acts for dete .. mining yua .. anteed 
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benefits. The valuation considerations are the portions of 

the respective gross conside .. ations applied unde .. the ter•s 

of such contracts to determine nonforfeiture values.• 

Section 1. Saction 33-2-526, MCA• is aMended to read: 

•33-2-526. LiMits -- options -- minimum reserves. (lt 

In no event shall an insu .. er•s aggregate reserves for all 

life insurance policies, excluding disability and accideotdl 

death benefits, be less than the aggregate .. eserves 

calculated in- accordance with the methodS set forth in 

33-2-525 anJ subsection (31 of this section and the 

mortality table or tables and rate or rates of interest used 

in calculating nonforfeiture benef~ts for such policies. 

(2) Reserves for any category of policies, contracts, 

or benefits as established by the commissione .. may be 

calculated at the o~tion of the insurer according to any 

standards which p .. oduce greate .. aggregate reserves for such 

category than those calculated according to the minimum 

standard herein provided 9 but the rate or rates of interest 

used for policies and cont .. acts, other than annuity and pure 

endowment contracts, shall not be higher than the 

corresponding rate or rates of interest used in calculating 

any nonfo .. feiture benefits provided for therein. 

(3} If in any contract year the gross premium charged 

by 1ny life insure .. on any policy or contrdct is Jess than 

the valuation net premium fo~ the policy or contract 

-22-
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calculated by the method used in calculatinq the reserve 

thereon, but using the minimum valuation standards of 

mortality and rate of interest, the minimum reserve required 

for such policy or contract shall be the greater of either 

the reserv~ calculated according to the mortality table, 

rate of interest, and method actually used for such pel icy 

or contract or the reserve calculatea by the ~etnod actually 

used for such policy or contract but using the minimum 

standards of mortality and rate of interest ana replacing 

the valuation net preMium by the actual gross preMium ;n 

each contract year for which the valuation net premium 

exceeds the actual ~oss premium. ~_mLQlwum yaly~~ 

.:;uodar:.d.:;_oLJnl!t:UliU~ rate of jot~:r..nLHf.llllJW-U-l.D 

t.bJ.J.--Iii:Uii!JL-ilJ:JL._.thJIU stanJI.H.dL-llaJ;ed in 33±5l; and 

Ulu;:t..i.I!JlJJs 

lli-EI!L.Jl!Ul-lifsl_in.:;ur i!Qce DQI .i.U--lUJWL_il.f1lU: 

llll..kllliii!:L-2l!.L-llll!! .. _LI!J:_l11Jlkll.-tbl:-Slross I!C::~.lllm-i.n-111Lf.i.l:.li:t 

QDliU-¥eac._ukeed$ that of the se~ur• for -M.tlkb-D..Q 

~ii.Lilbl~t _ _addHi I!Dill beoe fl.Ll.:;-IU.WLill<ld in the f.i.Lll_Uii.L 

tl!L.:;JI.k.b-ea:r:~:.Uo. and :that IILWLilliu;--ii.IW!rull2wmiiDt....b~il.._il. 

l:ii.Jib--lillll!:llli!:LUl.llh-l2LL~II.i.Jla:tii!U_I!f_bQ:tb.-la.-ii.U-ii.JIIJHlllj; 

gc.eiil:i:.L-t.bii~Y£b exce :a ors::rai. ym 1 subs.e.Ui.Qns Ill throygb 

UJ. _ _llf_:tbl.L_.:;m;.:tl.lm--illlli!,_WI i!.(;lpl i ~tJL_a.:;__Lf_.tbLIIUb2JI 

.tK!'.llilllLll~lu..J:.il.lr:llla:Ung~u.:;uu__...fl!l:_ui:b__ 1121 i !:¥ 

2~ Wi!U:-tbll--llle:tbJI.JL d!ISCC I b4lQ j n 33-2-!i~llh_ lbll !Dj lli.an.ul 
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Li!lii!t:n_il.:t_~r:b-pnli~~.:;.aclLQ.f_~~~t.-Wl. 

:tlle _ __gJ:eabl.LI!Ltb.e_JD.i.u.i.llllliLUU.i![.J(£_J:jll~lllL.i.u-a.c.ccQJ:.d.onr:e 

lll.tll_ll::Z=!iZL_an.d-tbl:_JI.inlmli.III_-LtiJIJ:H __ ~Ltti!d __ iu 

ii.J:J:I!LdilDJ:ii-Wl.:tb_:tbl.:;_.:;m;.t.i.l!ua" 

NfH-SftllJH. Section a. Undeterminable reserv~s 

rulP.s by commissioner. If a plan of life insurance provides 

for future premium deterMination the amounts of which are ta 

be determined by the insurance co~pany based on current 

estimates of future expe~ience• or if a plan of life 

in~urance or annuity is of such a nature that the minimum 

r~serv~s cannot be determined by the methods described in 

33-2-525 and 33-2-S26• the reserves that are held under any 

such plan must. as determined by regulations promulgated by 

the commissioner: 

(1) be aporopriate in relation to the benefits and the 

pattern of premiums for that plan; and 

(2) be computed by a method •hich is consistent with 

the principles of 33-2-521 throuqh 33-2-526 and 33-2-531 

through 33-2-535 and [sections 3 through 5]• 

NfH-SEti~A Section 9. Codification instruction. 

Sections 3 through 5 and 8 are intended to be codified as an 

integral part of Title 33• chapter 2, part 5• and the 

provisions of Title 33 apply to sections 3 through 5 and 8. 

-End-
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on Business and Industry 

HOUSE SILL NO. 572 

INTRODUCED BY KITSELMAN, HARPER• YARDLEY 

A BILl FOR AN ACT ENTITLED: •AN ACT TO AMEND THE MONTANA 

INSURANCE CODE STANOA~O VALUATION LAW; AMENDING SECTIONS 

33-Z-523 THROUGH 33-2-526• HCA.• 

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

Section 1. Section 33-2-523, ~tA, is amended to read: 

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

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

those policies and contracts Issued on or after the 

operative date of 33-Z0-213, except as otherwise provided in 

3~-2-~24 for group annuity and pure endowMent contracts 

issued prior to that date. 

(l) Except as otherwise provided In 33-2-52+ and 

lJ:Z:2,St the mlnlmu~ standard for the valuation of all such 

policies and contracts shall be the com•lssioner•s reserve 

valuation ~ethods defined in 33-2-525 and 32-2-526(31• 5\ 

tnt~rest for group annuity and pure endow•ent contracts and 

3 1/l~ Interest for all other such policies and contracts or 

in t~e case of policies and contracts• other than annuity 

and pure endowment contracts, issued on or after March 17, 

1q73, 4% interest for such policies issued prior to July lt 

1919t and 4 1/Z¥ interest for such policies issued on or 
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after July 1, 1979, and the following tables: 

(a) for all ordinary policies of life insurance issued 

on the standard basis, excluding any disability and 

accidental death benefits in such policies, the 

commissloner•s 1941 standard ordinary aortality table& 

til for such policies Issued prior to the operative 

date of 33-2D-206t as amended• and the commissioner•s 1958 

standard ordinary mortality table for such policies issued 

on or after that operative date bYt-u~l2£-ta __ tb&__QPA£A~ 

date-~f-tse~tlao a ~OE_UOUSE-B~ZJ• except that for any 

category of such policies issued on female risks, MOdified 

net premiums and presen~ valuest referred to In 33-2-525 and 

33-2-526, may be calculated, at the option of the insurer 

with the approval of the co~missioner, according to an age 

young@r than the actual age of the Insured; QC 

till-faL-su~b-uQ!i~ies-lsswad_au_ac_aftaL_tbe_gQ&LA~ 

date-of_tse~tioo a ~-DE_UOUSf_BlLL-S~J~ 
tAl--tbe ___ ~ammlsslaoe~!s---lSBD---~aaQa~d----RLdiaaL¥ 

mg~talitJ_table~ 

tBl __ at_tbe_ele~tiou_of_tbe_~gmpaox_foL_anx_gne_g'-DQL2 

soe~lfled __ glaos __ gf_lif~-losuLa~e1-tbe_~ummlss~L!~BD 

st~odaLd--oLdioa~x--moLtalitX--~ble--~ltb--lD=J~--&ale~ 

moLtalit~_fa~tOLS~-OL 

!'l--aD¥-OLdiua~X-mQLtalitx-table_adDDted_aLteL-l2aD-b¥ 

tbe __ oatlaoal_assa~iatlao_of_losuLao~e-~ammisslo~-tbat-LA 
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~uaca~ed_bx_tbe_~amml1siaaec-bx-cute_fgc_uie_lo_-d.tACmiai~ 

tbe_miaimum_ltaad~cd_gf_x~lu~iOO-fac~_guli~LI~ 

{b) for all Industrial life insurance policies issued 

on the standard basis, excluding any disability and 

ace f d@n-t.a 1 death benefits in such policies, the 19~1 

standard industrial .artality table for such policies issued 

prior to the operative date of 33-20-207• as aaended, and 

ehe--e8••~~sTonera~-i~6~-seaftderd-+ftd~s~~+a~-•er~++~y-~ah~e 

for such policies issued on or after that operative date tbe 

~amaialiaaec!i-1261-ltaadALd-iaduatcial-~llt¥--tabJe ar 

aax __ iadu~tcial--ma~litx--table~duat&d-afte£-liaQ_bX-tQa 

aatiaaal_Al~OCiatlaa__gf __ iD~caace ~mm~iQnBe5--tb~ 

agQ(2XBd--bX-tb8~2mal~iiDD8C-bX-CU1t-f~e-LQ-d~aiai~ 

tbe_miaiaua_~aadatd-af_~luatiQQ foe sucb_~~~; 

(c) for Individual annuity and pure endow11ent 

contracts, excluding any disability and accidental death 

benefits In such policies, the 1937 standard annuity 

mortality table or, at the option of the insurer• the 

annuity mortalitV table for 1949• ultiMate, or any 

modification of either of these tables approved by the 

co11missioner; 

(d) for group annuity and pure endowment contracts, 

excluding any disability and accidental death benefits in 

sue~ ~oliciest ~he group ann~lty mortality table fo~ 195lt 

any .odlflcatlon of such table approved by the coMmissioner, 
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or, at the option of the lnsurert any of the tables or 

modifications of tables specified for individual annuity and 

pure endowment contracts; 

(e) (i) for total and per.anent disability benefits in 

or supplementary to ordinary policies or contracts: 

{A) for policies or contracts issued on or after 

January 1 9 1966t 

and the 1930 to 

the tables of period 2 disable.ant rates 

1950 terMination ra~es of the 1952 

disabl1ity study of the society of ac~uaries, with due 

regard to the type of beneflt1_QL_aax_tabla5-Pf--di5ableaeat 

Latea __ ~n~ _ _tecaia~ttga _ _c~ta5--A~~eg _ _attec __ l2aQ__bx-tna 

oatlaa~--~~~latlaa_Df_-la5uca~•--~•mi5AiQDBt~-tQQt--ALB 

aaata~ed __ bx-tba-~aeml55iaaec_b¥-Lul&_fac-u~•-la-d~Blai~ 

tbe_mlolmuu_5taodacd_at_~aluatigq-fDL~U~-a~~; 

(8) for policies or contracts Issued on or after 

January 1, 1961• and prior to January lt 1966t either such 

~ables or, at the option of the Insurer. the class 3 

disabll ity table (1926); and 

(C) for policies Issued prior to January It 1961, the 

class 3 disability table (1926); 

(ii) any such table shall, for active lives, be 

combi,ed w1th a aortality table permitted for calculatinq 

the reserves for life insurance policies; 

(fJ (IJ for ace I dental death benefits In or 

supplementary to policies: 
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(A) for policies Issued on or after January lt 1966t 

the 1959 accidental death benefits table QL__aD¥--~~atal 

aeatb __ ~eoefit~ __ table __ ~ugted--~--12~-b¥ the natiuDaL 

a~~a~latian_af_lnsu~ao~e~a•RL~goa~s that ~--AR~~ad__Q¥ 

tbe __ ~ammi~~lane~-bX-~ul~fg~-u~-Ln-~~olng_tbB-Blolaua 

~taodatd_gf_xaluatlaD-fac_~u~~~ie~; 

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

and ,rlor to January 1, 1966, either such table or, at the 

ootion of the insurer• the interco•pany double inde~nity 

mortality table; and 

(C) for policies issued prior to January l• l96lt the 

intercoMpany double indemnity mortality table; 

( ii) either table shall be combined with a mortality 

t~ble permitted tor calculating the reserves for life 

insur3nce policies; 

(g) for group 11fe insurance, life Insurance issued on 

the substandard basis and other special benefits, such 

tables as may be approved by the co•missioner.• 

section z. Section 33-2-524, MCA, is amended to read: 

"33-2-524. Individual and group annuity and pure 

endow~ent contracts -- valuation. (1) fhe ~&~~Qt-A~groyided 

lD--tse~tiQn __ lJ•--~be mini•uM standard for the valuation of 

all individual annuity and pure endowment contracts Issued 

on or after the opera~ive date of this section. as defined 

herein• and for all annuities and pure endowments purchased 
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on or after that operative date, under qroup annuity and 

pure endowMent contracts Is the co .. lssioner•s reserve 

valuation methods defined In 33-2-525 and the following 

tables and Interest rates: 

(d) for individual annuity and pure endow~aent 

contracts issued prior to July 1• 1979• excluding any 

disability and accidental death benefits In such contracts. 

the 1971 individual annuity ~ortallty table or any 

modification of this table approved by the co••issioner and 

6~ interest for single premium iMMediate annuity contracts 

and 4% interest for all other individual annuity and pure 

endowment contracts; 

(b) for individual single pre•lu• l•mediate annuity 

contracts issued on or after July 1. 1979• excluding any 

disabftity and accidental death benefits in such contracts, 

the 1971 Individual annuity mortality table AL---&QX 

iodiYidual_anoultx-ma£talitx-table_aacgtad_Attt~-liU~ba 

oatigoal __ a~~a~latiao __ gf __ in~~~~e--~amci~~gn&e~t-~ 

anocaYed_~x-tba-~~misslaoe~-bx-~e-fac_u~e-io detetmloLUO 

tbe __ mlolmum-~tanda~d-of_xaluatlan-fg~~u~b-~ao~~ or any 

modification of ~h+~--~ebte su~n__ta~e~ approved by the 

commi~sloner and 7 lt2l interest; 

( c 1 for individual annuity and pure endowMent 

eontracts issued on or after July 1~ 1979t other than single 

premium immediate annuity contractst excluding any 

-6- HB 572 
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disability and accidental death benefits in such contracts, 

the 1971 indivirtual annuity mortality table at---40¥ 

incl~laual_aQDult~-•P~talltx~able-ad~ed_afteL-li§g_~~be 

oatlgoal--a~~g~latloa __ gf __ lUAu~o~-~Pmm~~!QoeL~~~ 

aoo~P•ed_bt-tbe_~gmmlsslgoec-»x-eule_foc_u~-lu_-dAteeaialog 

tbe __ mlolmum-staodacd_gf~aluatlon_f~-au~b~OtLa~t~ or any 

modificAtion of ~~ts--~8b+e sucn__tables approved by the 

commissioner and 5 l/2% interest for single premiu• deferred 

annuity and pure endowment contracts and ~ 1/2~ interest for 

all other such individual annuity and pure endow•ent 

contracts; 

(d) for all annuities and pure endow•ents purchased 

prior to July l• 1979, under group annuity and pure 

endo~~ent contracts, excluding any disability and accidental 

death benefits purchased under such contracts, the 1971 

group annuity mor~alfty table or any modification of the 

table approved by the coMmissioner and 6% interest; 

(eJ for all annuities and pure endowments purchased on 

or after July 1, 1979t under group annuity and pure 

endowment contracts, excludlnq any disability and accidental 

death benefits purchased under such contracts, the 1971 

group annuity mortality table QL-AnX-QLQUg-AOuui~tallL¥ 

tablg_adapted-aftBc-~IQ __ ~ __ tbe--DatiaaAl--ass~aD--of 

la~utan~e-~ommlsslane~s-tbat-lS-RRULO~¥-tbe~.ai5~ 

~--CYlB--fQC--UlB--lD--~LmlQlog__tbe-mloiaum staoda~4-of 
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~aluatiao_fac_su~b-aoouitie~--aad--RUCB--Bada~meats or any 

modification of ~~ts--~&b~e su~--tables approved by the 

commissioner and 1 1/Zl interest. 

(21 After March 11, 1973, any insurer may file with 

the commissioner a written notice of its election to comply 

~~~h the provisions o~ subsection (1) after a specified date 

before January 1 9 1979, which shall be the operative date of 

subse~tion (1) for such insurer• An insurer may elect a 

different operative date for individual annuity and pure 

endow~ent contracts fro~ that elected for group annuity and 

pure en~owMent contracts. If an insurer makes no such 

election, the operative date of this section for such 

insurer shall be January 1, 1979·.• 

~f~_SftilUNa Section 3. Interest rates 

deter~ination of minimuR standard valuation. Ill Th~ 

calendar year statutory valuation interest rates as 

established in this section must be used in determininq the 

minlm~m standard for the valuation of: 

(a) all life Insurance policies Issued in a particular 

c~lendar year on or after the operative date of [section & ~ 

Qf_HUJSf_elLl-~2~); 

(b) all individual annuity and pure 

contracts issued In a particular calendar year on 

January lt 1984; 

endow•ent 

or after 

(ct alJ annuitfes and pure endowments purchased in a 
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pa~ticular calendar year on or after January lt 1984t under 

group annuity and pure endowment contracts; and 

(d) the net increase, if any, in a particular calendar 

year 3fter January 11 198~, in amounts held under guaranteed 

inter~st contracts. 

(l) Except as provided in subsection (3) 9 the calendar 

y~ar statutory valuation interest rates are deter•lned as 

follo.,s and the results rounded to the nearer 1/lt of 1%t 

when Rl is tne lesser of R 3nd e09t R2 Is the greater of R 

and .J9, R is the reference interest rate established In 

(section 51, ~nd ~ Is th@ weighting factor established in 

[ sectl on 4): 

(a) for 1 i fe i nsur a nee: 

Interest rate= .03 + N(Rl- o03) + (W/2J(R2- .09); 

(b) for slnqle-premlum imaedlate annuities and for 

dnnuity benefits involving life contingencies arising froM 

other annuities with cash settlement options and from 

guara.,teed interest contracts with cash settleJRent options: 

Interest rate= .03 + W(R- .03); 

(c) for other annuities ~ith: 

(i) cash settlement options and guaranteed interest 

contracts with cash settle.ent options, valued on an Issue 

year Oasis, except as stated In subsection {2J(b)• the 

formula for life insurance stated in subsection {2J{a) 

ap~lies to annuities and guaranteed interest contracts Mith 

-9- HB 57Z 

? 

3 

4 

s 

6 

., 
8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0512/02 

guara~tee durations in excess of 10 years and the formula 

for slnQle-premlum lm~edlate annuities stated in subsection 

(2)(bl applies to annuities and guaranteed interest 

contracts with guarantee durations of 10 years or less; 

(ii) no cash settlement options and for guaranteed 

interest contracts with no cash settlement options, the 

formula for single-pre•lum l•medlate annuities stated in 

subsection (2)(b) applies; and 

(iIi J cash 

contracts with 

change-in-fund 

settle~ent options and quaranteed interest 

cash settleMent options valued on a 

basis,. the formula for single-premium 

immediate annuities stated In subsection (2)(b) applies. 

(3) If the calendar year statutory valuation interest 

rate for any life Insurance policies issued in any calendar 

year differs from the corresponding actual rate for similar 

poJ;cies issued in the lm•ediately preceding calendar year 

by 19sS than l/2 of 1*• the calendar year statutory 

valuation Interest rate for such life insurance policies is 

equal to the correspondinq act~·al rate for the Immediately 

preceding calendar year. For purposes of this subsection, 

the c~lendar year statutory valuation interest rate for life 

insur3nce policies issued in a calendar year must be 

determined for 1980 (using the reference interest rate 

defined for 197q} and must be determined for each subsequent 

calendar year regardless of ~hen (section 8] becomes 
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operative. 

~tW-SEtllQ~a Section 4. Interest rate weighting 

factor. (1) The weighting factors referred to in the 

formulas stated in [section 31 are as fo11ows: 

(al (II for life insurance: 

Guarantee 

l)uration in 

Years 

10 or less 

~ore than 10 but not •ore than 20 

More than 20 

Weighting 

Factors 

.so 

o't5 

o35 

(il) for life insurance, the guarantee duration is the 

•aximum nu•ber of years the life Insurance can reaaln in 

force on a basis guaranteed in the policy or under options 

to co,vert to plans of life insurance with pre•ium rates or 

nonforfeiture values, or botht that are guaranteed in the 

orioinal policy; 

(bJ .eo for single pre•ium i.mediate annultie~ and for 

annuity benefits involving life contingencies arisinq fro• 

other annuities with cash settlement options and guaranteed 

interest contracts with cash settlement options; 

(c) for other annuities and for guaranteed interest 

contracts• except as stated In subsection (l)(b)t according 

to the guarantee du~ation established in subsection (2) and 

the type of plan established in 5ubsectlon (31• 
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(i) for annuities and guaranteed interest contracts 

valued on an Issue year basis: 

Guarantee 

Duration in 

Years 

5 or 1 ess 

More than 5 but not ~ore than 10 

~ore than 10 but not more than 20 

More than 20 

( i I ) 

for annuftles and guaranteed interest 

contracts valued on a change-in-fund 

t)asis. the factors shown in 

subsection (l)(c)(ll increased by: 

I i li I 

for annuities and guaranteed interest 

contracts valued on an issue year 

basis (other than those with no cash 

settle~nt options) that do not 

guarantee interest on considerations 

received more than 1 year after Issue 

or purchase and for annuities and 

quaranteed interest contracts valued 

-12-

Weighting Factor 

for Plan Type 

A 8 C 

.eo .6o .so 

.15 .60 .so 

.65 .so ·45 

•45 e35 e35 

Plan Type 

A B C 

·15 .25 o05 

Plan Type 

A 8 C 
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on a change-In-fund bdSIS that do not 

auarantee interest rates on 

considerations received sore than 12 

nonths beyond the valuation date, the 

factors set forth in subsection 

(lJ{c)(iJ or derived in subsection 

!1t(ct(ll) increased by: .os .o5 

(2t For other annuities with cash set:t l e~tent 

o05 

options 

and ou~ranteed interest contracts wfth cash settle~nt 

options. the quarantee duration is tne nu•ber of years for 

which the contract guarantees interest rates in excess of 

the c~lendar year statutory valuation interest rate for life 

insurance policies with guarantee duration In excess of 20 

years. for other annuities with no cash settlement options 

and for guaranteed interest contracts with no cash 

s~ttle•ent options. the quarantee duration is the nu•ber of 

y~ars from the date of Issue or date of purchase to the date 

annuity benefits are scheduled to COMMence. 

(31 Plan types used in subsection (1)(c) are: 

(a) Plan Type A--No wf thdrawal is per•i tted or at any 

tl~e oolicyholder may withdraw funds only: 

( i) with an aa.Justment to reflect c.hanqes in interest 

rates or asset values ~ince receipt of the funds by the 

insur3nce company; 

Ci i) without such adjustment but in Installments over 5 
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years or more; or 

(iii) as an l~.ediate life annuity. 

(b) Plan Type 6--(il Before expiration of the interest 

rate guarantee. no withdrawal is peraftted or a policyholder 

may withdraw funds only: 

CA) with an adjust~nt to reflect changes in interest 

rates or asset values ~ince receipt of the funds by the 

insurance coMpany; 

(B) without such adjustment but in install.ants over 5 

years or more. 

(ii• At the end of the interest rate guarantee. funds 

~ay be withdrawn without such adjustment In a single sum or 

insta11•ents over less than 5 years. 

(c) Plan Type c--A policyholder may withdraw funds 

before expiration of the Interest rate guarantee in a single 

sum or InstallMents over less than 5 years either: 

(i) without adjust.ent to reflect changes in interest 

rates or asset values since receipt of the funds by the 

insurance company; or 

(ill subject only to a fixed surrender charge 

stipulated in the contrac~ ~sa percentage of the fund. 

(4) (a) An insurer may elect to value guaranteed 

inter~st contracts with cash settl etnent options and 

annuities with cash settlement options on either an issue 

yP-ar ~asis or on a chanqe-in-fund basis. Guaranteed interest 

-14- HB 572 
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con~r3cts wi~h no cash settle~nt options and other 

annuities with no cash settlement options ~ust be valued on 

an issue vear basis. 

(b, As used in subsection (4): 

(i) ISSue year basis of valuation is a valuation basis 

under which the interest rate used to determine the mini•um 

valuation standard for the entire duration of the annuity or 

9uaranteed interest contract is the calendar year valuation 

inter~st rata for the y~ar of issue or year of purchase of 

the a,nulty or guaranteed Interest contract; and 

(iiJ c~anqe-in-fund basis of valuation is a valuation 

basis under wh•ch the interest rate used to determine the 

mini•~• valuation standard applicable to each change in the 

fund held under the annuity or guaranteed interest contract 

is the calendar yP.ar valuation Interest rate for the year of 

the c~ange in the fund. 

~fW_SftilCH& Section 5. ~eference •nterest rate. (1) 

The r~fPrence interest rate referred to in the formulas in 

r sect i un 3 1 is: 

(a) for all 1 ife rnsurance• the Jesser of the average 

over ~ oeriod of 36 MOnths and the average over a period of 

ll monthst endinq on June ~0 of the calendar year next 

preceding the year of issue• ot Moody'~ corporate bond yield 

averaoe--·~nonthl y ~YP.r dt.fll:" corp"Jr ates; 

{b) tor sinq1e-·prt:!IIIU1t i•edlate annuities an<l for 
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annuity benefits Involving lffe contingencies arising from 

oth~r annuities with cash settlement options and guaranteed 

int~rest contracts with cash settlement options. the average 

over a period of 12 months, endinq on June 30 ot the 

calendar year of issue or purchase. of Moody's corporate 

bond vield average--monthly averaqe corporates; 

(c) for other annuities with cash settlement options 

and guaranteed interest contracts with cash settle•ent 

options valued on a year-of-issue baslst except as stated in 

subsection (l)(b)• with guarantee duration in excess of 10 

years. the lesser o~ the average over a period of 36 months 

ana the average over a period of 12 monthSt ending on June 

30 of the calendar year of issue or purcnase, of Moody's 

corporate bond yield average--monthly average corporates; 

(d) for other annuities with cash settlement options 

and quaranteed interest contracts with cash settlement 

options valued on a year-of-;ssue basis, except as stated 1n 

subsection (l)(b)t with guarantee durdtion of 10 yRars or 

less. the averaqe over a period of 12 •onths 9 endinq on June 

30 of the calendar year of issue or purchase, of "oody~s 

corporate bond y1eld average--~onthl1 average corporates• 

(e) tor other annuities with no cash settleMent 

options and for guaranteed interes~ contracts with no cash 

S@ttlP~ent options, th@ average over a period ot 12 month~, 

endfno on June 30 of the calendar 1ear of i~sue or purchase, 

-1&- HB >I~ 
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of Moody's corporate bond yield average--•onthly average 

corporates; or 

(f) for other annuities with cash settle.ent options 

and ~uaranteed Interest contracts with cash settle~nt 

options valued on a change-In-fund basis 9 except as stated 

in subsection (l)(bJ? the average over a period of 12 

months• endinQ on June 30 of the calendar year of the change 

in the fund, of Moody's corporate bond yield 

averaQe--monthly average corporates. 

(21 If Moody's corporate bond yield average--monthly 

average corporates is no longer published by Moody's 

investors service• Inc •• or if the national association of 

insura~ce comMissioners determines that Moody's corporate 

bond yield average--Monthly average corporates as published 

by Moody•s investors servlce 9 Inc., is no longer appropriate 

for the de~erminatlon of the reference Interest rate, then 

an alternative method for deter•lnation of the reference 

interest ra~e adopted by the national association of 

insurance commissioners and approved by the coaMissloner may 

be substituted. 

Section 6. Sect1on 33-2-525, MCA, is amended to read: 

"33-2-525. Comm1ssioner•s reserve valuation •ethod. 

(1) EKcept as otherwise provided in subsection t~ ~ and 

33-2-526C3)t reserves according to the commissioner's 

reserve valuation method• for the life insurance and 
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endowMent benefits of policies providlnq for a unifor• 

amount of insurance and requiring the pay.ent o~ unlfor~ 

premiu•s, shall be the exc8ss, If any, of the present value, 

at the date of valuation, of such future guaranteed benefits 

provided for by such policies 9 over the then present value 

of anv future modified net premiuMs therefor. The ~dified 

net premiums for any such policy shall be such unlfor• 

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

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

p~licy 9 of all such modified net premiu•s shall be equal to 

the sum of the then present value of such oeneflts provided 

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

follo~s: 

(a) a net level annual pre~ium equal to the present 

value9 at the date of i&sue 9 of such benefits provided for 

after the first policy year. divided by the present value• 

at t~a date of issue of an annuity of one per annum payable 

on the first and each subsequent anniversary of such policy 

on which a premium falls due; provided 9 hoNever. that such 

net level annual premium shall not exceed the net level 

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

insurance of the same amount at an age 1 year higher than 

the aqe at issue of such policy; 

(b) a net 1-year term premium for such benefits 

provided for in the first policy year. 
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l~l--Lal_Eg~_axa~¥-llta-Lo~u~ao~e-Doli~¥-i~~~-_go _ _QL 

aftec_Jaoua~¥-l~_li4I~-fo~-~bl~h-tbe_~uotLa~1-P~aaium-iD-tba 

flc~1-Pall~x-¥eac_ex~eed~-tbat-Df-tba_~e~ood-x~LL-foc-¥D!~ 

oa __ ~amuacable __ aaaltluoal __ beoef1t-i~_ucuxided-1D-1be_fic~ 

xeac __ fac __ sukb __ ex~~s~ __ aod--tbat __ pco~ae~--aa_-eoa~ 

beoeflt1-a-~asb_su[ceoaec_xalue1-Dt_a-~ambloatlDD-Uf-UQ1D-lo 

ao __ amauot __ gcaatec_-tbao__su~h--ex~ess-QL&mium1-1be-C~~ 

a~~D[diog_to-tbe-~ammi~~lDoec!s-eesec~xaluatlDD-metbod~ 

of_aDX-PDli~x-aoalxecsacx-akkucclng_oo_oc_beLace-t~um~ 

eoaioa_date_a~_tbe-fic~t_aollkx-aoolxecsacx_oo~bl~-t~um 

af_aax_eoaa~~ot_beoeflt_aaa_aox-kash-succeoaec__xalua __ tb.a 

axailable-1s-gceatec_tbao_su~_ex~ss_pceaium1-1~~~~ 

atbec~ise __ ocaxlaaa __ 1o-l3:l:2l61-1be_gceatec_gf_tbe-t~ 

as_ot_sucb-Polikx-aaoixecsat¥--calkulated-_a~-~ibed __ !D 

subsectlao __ !ll-Dt-tbe_casecx:_a~-Dt~ukb-PD11~_aon1xacsacx 

kalkulated_as_aeskcibed-1D-sub~~tlaD-Lll-~1tb-tba-fallD~PD 

ex~eptiaost 

!il--tbe_xalue_aatioed_lo_subse~tiau_illLal-ls--L~ 

Qx_lit_Df-tba_amouot-at_su~b-B~i-ficst:xaac_pcemlumt 

!iil-all __ gcaseot __ xalu~_ot_beoatlts_aoa_PLBmiwai-ate 

detecmioaa __ ~tbaut __ cafecea~e--tD--PLBDiu•S---OL---baoeflts 

ucuxided_foc_lo-tbe_polik¥-aftBL-tbe-as~med-eod~tai 

!ilil-tb~--aol1cX--1s_a~su~-ta_.atuce_ao_su~_a~ 

eodiu~_date_as_ao_eodowmeott-aod 

!ixl_tbe_kasb-succeod~c-xalua-Pcoxiaed-ao_sucb--assumed 
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~oaio~_date_is_coo~ldecaa_ao_eodg~meot-beoefita 

!bl--lo __ maklog __ tbe __ kamuac1soos_io_subs~t1oo-Ll~LaL1 

the-moctalltx_aDd-1Dtecest-_ba~~-~1a1~d--1D--33:l:~~--Ana 

~se~tiao_JJ_mu~t-be-USeda 

ti!tL31 Reserves according to the commissioner•s 

reser~e valuation method for the following shall be 

calculated by a method consistent with the principles uf 

this section, except that any extra premiu~s charqed because 

of imnairments or special hazards shall be disregarded in 

tha determination of modified net premiums: 

(a) life insurance policies providing for a varying 

amount of insurance or requiring tt1e payment of varying 

premiums; 

(b) group annuity and pure endo-ment contracts 

purchased under a retirement plan or plan of deferred 

compe~satfon 9 established or maintained by an employer 

(including a partnership or sole proprietorship, or by an 

employee organization, or by ·both~ other than a plan 

providing individual retirement accounts or individual 

retirement annuities under section 408 of the Internal 

R~ven~e Code, as now or hereafter amended; 

(c) disability and accidental death bene'fits in all 

policies and contracts; and 

(d) all other benefits, except life insurance and 

endow~ent benefits In life Insurance policies and benefits 

-zo- HB 572 
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provided by all othe~ annuity and pure endowment contract5• 

t3tLil (a) Subs~ctlon t3t L!l(b) applies to any 

annuity and pure endowment contracts other than group 

annuity and pure endowment contracts purchased under a 

r2tirement plan or plan of deferred compensation established 

or maintained by an employer (including a partnership or 

sol~ ~roprietorshi?) or by an employee organization• or by 

both, other than a Plan providing Individual retirement 

~ccou~ts or i~dividual retirement annuities under section 

408 of the Internal Revenue Code• as now or hereafter 

amended. 

(b) Reserves according to the commlssioner•s annuity 

reserve ~ethod for benefits under annuity or pure endow.ent 

cont~acts• excluding any disability and accidental death 

benefits in such contracts~ shall be the g~eatest of the 

~esoactiv~ excesses of the present values~ at the date of 

valuation• of the future guaranteed benefits, Including 

guarantP.ed nonforfeiture benefits, provided for by such 

contr~cts at tne end of each respective contract year, over 

the present value. at the date of valuation, of any future 

v<1luation c.onsiderJtions derived from future gross 

consinerations required by the ter~s of such contract that 

beco~~ payable prior to the end of such respective contract 

ye~r. The future guaranteeo benefits shall be determined by 

using the mortality table, if any, and the interest rate or 
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rates specified in such contracts for deterMining guaranteed 

benQflts. The valuation considerations are the portions of 

the respective gross considerations applied under the ter•s 

of such contracts to determine nonforfeiture values.• 

Section 1. SectJon 33-2-526t MCAt is amended to read: 

•33-2-526. Limit·s --options-- mini~num reserves. ClJ 

In no event shall an insurer•s agqregate reserves for all 

life insurance pol iciest excluding disability and accidental 

death benefits, be less than the aggregate reserves 

calculated In accordance with the methods set forth in 

33-Z-525 and subsection (3) of this section and the 

mortality table or tables and rat~ or rates of interest used 

in calculatinq n·onforfe1ture benefits for such policies. 

(Z) Res~rves for any category of policies. contracts, 

or bP.nefits as established by the co•missfoner may be 

calculated at the option of the Insurer accordin9 to any 

stand~rds which produce great~r agqre9ate reserves for such 

ca~eg~ry than those calculated according to the minimum 

standard her~in provided• bu~ the rate or rates of interest 

used for policies and contracts. other than annuity and pure 

~ndowment contracts • shall not be higher than the 

corresponding rate or rates of interest used in calculating 

any nonforfeiture benefits orovided for therein. 

(3) If in On) contract year the gross preMium charqed 

by dny life insurer on any policy or contract is less than 

-22- HB 572 
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the valuation net premt um for the po1 icy or contract 

calculated by the method us.ed in calculating the reserve 

thereon • out usinq the minimum valuation standardc; of 

mortality and rate of interest,. the Minimum reserve required 

for such oolicy or contract s~all be the greater of either 

the reserve calculated according to the ~rtality table• 

rate of interest,. and method actually used for such policy 

or co,tract or the reserve calculated by the method actually 

used for such policy or contract but using the mini~um 

standards of mortality and rate of interest and replacing 

the valuation net premiu• by the actual gross pre•ium in 

each contract y~ar for which the valuation net premium 

excee1s the actual gross premium. Lbe_-aiai•uS--XAl~tLga 

staaaa~as __ at__mactalltx-aad_c~~-1Dt~c~~t-cefeLtad-1D-iD 

thls_se~tlac_a~~-tbost--~~aa~ds __ stat~--la--31:4:2l~-4nd 

lS~~ti~D-lJa 

t~l--EDC--t~~C¥--lifc __ laSULaD~B--ODli~X--i~Q__aftac 

u~~embec_JQ£-l2~~1-fac_Mbi~h-tbe_aLQs~mlum-lD-lbe--LLL~ 

aali~X--xeac __ e~~eeds __ th~-af-tht-sa~DDd-xe~ca-fDL-wb~h-DD 

~amaacabla-additiaaal-beoatlt-iS-PLQ¥ided-ia-tba-fLc~¥aAL 

tac __ ~y~b__ex~es~-aad_that-acaxldes_aa_endawmeat_aanefjto a 

~asb-sucteadec-~alue£_ac_a~ambiaatiao_af-batb_ia_an __ amauDL 

aceate~--thaa __ sutb __ ex~ess_acemlu•1-Subse~iaos-Lll-tbLaugb 

131-af_tbis--se~tlao __ must __ be __ aaalieg__as__if _ _tbe_-metbQd 

a~tuall¥--usea __ ia __ ~al~ulatiog __ tne_cesac~a_taL-S~b-~11~ 
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~ete __ the __ metbad __ des~tibed __ io __ JJ=2=~2~ill&--Lbe __ miDimum 

tese~~e __ at_eacb_aali~~-aoaixetsatX-af_su~b_a_aali~~-must-be 

tb~_gc~atet_af_tbe_mioimum_tesecxe_~alculatea_iD __ a~~atdao~ 

~lth ___ 3~=2=~22 ___ aQd __ tbe __ mioimum __ teseL¥U--~l~ulat~--io 

accacdaoLe_~ltb_tbis_se~tiaa&fl 

~tW_SftiiO~& Section 8. Undeterminable reserves 

rul~s by commissioner. If a plan of life insurance provirles 

for future oremium determination the amounts of which are to 

be rletermin~d by the in:our-ance company based on current 

estimates of future exoerience9 or if a plan ot lift~ 

insur3nce or annuity is of such a nature that the minimum 

reserves cannot be d~termined by the methods described in 

33-Z-525 and 33-2-526• the reserves that are held unde~ any 

such plan must9 as determined by regulations promulgated by 

the c~mmissioner: 

(1) be appropriate In relation to the benefits and the 

pattern of pre~iums for that plan; and 

(2) be computed by a method which is consistent with 

the ~rinclples of 33-2-5Zl through 33-2-526 and 33-2-SJl 

through 33-2-535 and [sections 3 through 5]. 

~E~-Sf~IlUMa Section 9. Codification instruction. 

Sections 3 through 5 and 8 are intended to be codified as an 

integral part of Title 33, chapter 2• part 5• and the 

provisions of Title 33 apply to sections 3 through 5 and s. 

-End-
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HOUSE Bill NOo 572 

INTRODUCED BY KlTSElNANo HARPER, YARDLEY 

A Bill FOR AN ACT ENTITLED: •AN ACT TO AMEND THE NONTANA 

INSURA~CE CODE STANDARD VALUATION LANJ ANENOING SECTIONS 

33-2-523 THROUGH 33-2-526• HCAo• 

BE IT ENACTED BY THE lEGISlATURE OF THE STATE OF NONTANA: 

Section 1. Section 33-z-523• MCA• is a•ended to read: 

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

33-ZG-213 -- valuation. (1) This section shall apply to only 

those polic1es and contracts issued on or after the 

opera~ive date of 33-20-213• except as otherwise provided in 

33-Z-5Z4 for qroup annuity and pure endow•ent contracts 

issued prior to that date. 

ClJ Except as otherwise provided In 33-2-524 ~ 

ll:Z:1'1• the minimum standard for the valuation of all such 

pol icf es and contracts shal'l be the com•lssioner•s reserve 

valuation .athods defined In 33-2-525 and 32-2-526(31• 5' 

lnt~rest for 9roup annuity and pure endowMent contracts and 

3 liZ' Interest for all other such policies and contracts or 

in t~e case of policies and contracts, other than annuity 

and pure endow•ent contracts, issued on or af~er March 17t 

1973, 4% inter~st for such pol icles Issued prior to July 1, 

1979t and~ l/2t interest for such policies issued on or 
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after July 1o 1979, and the following tables: 

(a) for all ordinary policies of life insurance issued 

on the standard basis, excluding any disability and 

acciden~al death benefits In such policies, the 

com•issloner•s 19~1 standard ordinary •ortality table& 

til for such policies issued prior to the operative 

date of 33-20-206, as amended, and the co••issloner•s 1958 

standard ordinary mortality table for such policies issued 

on or after that operative date hUt-P£lRL-ta the oA&~ 

datc-~t-L~c~oD e 6-Qf_HQUSf_DlLl 592}• except that for any 

category of such policies issued on female riskst MOdified 

net premiums and present valu~st referred to in 33-2-525 and 

33-2-526• may be calculated, at the option of the insurer 

with the approv~l of the commissioner, according to an age 

younger than the actual age of the Insured; QC 

Lill-fat-iY~b-ooli~lA~-lsiucd-DD-aL-4ttAc_tbK~~ 

date_af_L5B~tioD B 6_Qf_ijQUSf_~ILL 592): 

lAl--tbe ___ ~ommissioDBC~---LiaD_ __ ~odard --DLdinALJ 

mo~talit¥-table~ 

161--at-tbe_ele~tioa_Qf_tb~omgaOX-tot-aD¥-DnB-DL-DDLC 

soe~ified--olaos __ ot-lit~_iosu~a~e1_tbc_~ommi~sioae~~~ 

staoaa£d __ g£dioa£~--mo£talit~--tab1B-_»itb--lD:~--~1A~ 

mo£talit¥-fa~0£5~-R£ 

l~l--aD¥-D£diaa~~-mo~talit¥-table-ddggt~_aLteL-l~ 

tbe __ oatiaaal-assaciatloD-af_losu£~-~om•Lssi~tbAt~ 
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aDpca~ed_bJ-tb&-~n•m1aaioaec-b¥-CUls-f2t-Ya&-la--dct&cain!ng 

tb&-•ia1•um_ataada~_gf_xa1uAtiaa-fQ£~-RQllcjes; 

(b) for all industrial life insurance policies issued 

on the standard basis, excluding any disability and 

accidental death benefits in such poHcies. the 19'tl 

standard Industrial ~rtality table for such policies issued 

pr•or to the operative date of 33-20-207, as a.-nded, and 

ehe~~+ts+ener£s-~~~~-s~aftderd-?nda.-r+~-~er~e++~-•ae•e 

for such polici~s issued on or after that operative date~ 

~ .. ia~ipaec!a-l26l~and~d-ladu£tcial woctalLtw table oc 

aax_..iaduUciiiL..IIoJ:taliu_ubl&-liiUIQt&d_aftec 15!&o b~ 

aatinaal_aa~~on__gf_iQav[IQG9 soeptsa&ouc~:&--tbat Is 

app[OK&d--bX-tbB~o .. !ssjon&[ ~ls-fnt ysg in d&tetlllpigg 

tbll-IIJ.DiBYII-~dat!LszLeluatiaa tot sucb pol..U:ltil 
(c) for Individual annuity and pure endow•ent 

contracts• excluding any dl sab!llty and accidental death 

benefits In such policies. the 1937 standard annuity 

eortality tabla oro at the 

annuity ~ortallty table for 

OJ>tlon 

19't9• 

of ~he insurer• the 

ultlaateo or any 

•odificatlon of either of these tables approved by the 

co•~tissloner; 

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

excluding any disability and accidental death 'benefits in 

such ,ollcieso the group annuity 1110rtallty table for 1951o 

any .adifh:atlon of such t-abte "PJ)roved by the collllllsslonero 
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or. at the option of the Insurer, any of the tables or 

modifications of tables specified for individual annuity and 

pure gndowMent contracts; 

(e) (I) for total and p~reanent disability benefits in 

or supplementary to ordinary policies or contracts: 

(A) for policies or contracts Issued on or after 

January 1• 1966, the tables of period 2 dlsable~nt rates 

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

disability study of the society of actuarleso with due 

regard to the type of beneflt&_gJ:-ADl tables_gf_~&b1&8eat 

J:At&~--DBd--tB~miuatloD--I:At&a--Adaat&d--4li&J:--124a--Q~b& 

oatlonal-aa~~iatlna_uf--la~UJ:aas&--~mmi~a__t~~ 

DQp[OVed--~X-tbe~umaia~iDD&I:-~&-foL-UaS-1D-dat&J:aJ.uing 

tbe-•laJ.mua_uaadaLd-Df-KalYatiDD-fD~-R~~~ 

(8) for policies or contracts Issued on or after 

January lt 196lt and prior to January lt 1966t either such 

tables o~t at the option of the Insurer• the class 3 

disability table (1926); and 

(C) for policies Issued prior to January lo 1961, the 

class 3 disability table (1926); 

(ill any such table shallo for active liveso be 

coabioed with a ~rtallty table per•ltted for calculating 

the reserves for life insurance policies; 

(f) (II for ace! dental death benefits In or 

supp1eeentary to policies: 

~-.- HB 512 
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(A) for policies issued on or after January lt l966t 

the 1959 accidental death benefits table Qt__aQX--~~ 

dA~tb--bBDBflt~--t~b1B--~QRtea__~~--L210-D~ tbe natlgaal 

a~~o~l~iDD-Df-lns~~ao~~~alLiiRDecs tb•t ii--&UatQKad--b¥ 

tbe--tDmai~~iooe~b~-~Yla_fo~use In det•cpln!gg tba~u. 

~t~oda~d-Df-~al~atiDD-to~-DQll£1~; 

(BJ for policies issued on or after January 1. 1961• 

and )rlor to January 1, 1966, either such table or. a~ the 

ootion of the insurer, the interco•pany double inde•nity 

mortality table; and 

(C) for policies issued prior to January lt 1961, ~he 

intercompany double indeMnity mortality table; 

(II) either table shall be combined with a •ortality 

t~ble permitted for calculating the reserves for life 

lnsur3nce policies; 

(g) tor group life insurance, life insurance Issued on 

the substandard basis and other special benefits, such 

tables as may be approved by the coMmissioner.• 

~ectfon 2. Section 33-2-524• ~CA• Is amended to read: 

"33-2-524. Individual and group annuity and pure 

er.dow~ent contracts -- valuation. (1) fhe ~'AQt-45 groyjdad 

iD--LS~~tiaD--ll&--~be minimuM ~tandard for the valuation of 

all indlvldual annuity and pure endow.ent contracts issued 

on or after the operative date of this section, as defined 

herein, and for all annuities and pure endow•ents purchased 

-5- HB 572 
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on or a~ter that operative date• under group annuity and 

pure endow•ent contracts is the co••l5sioner•s reserve 

valuation aethods defined In 33-Z-525 and the following 

tables and Interest ratesz 

(a) for Individual annuity and pure endow.ent 

contracts issued prior to July 1• 1979• 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 co•alssloner and 

6% interest for single premiue immediate annuity contracts 

and ~% interest for all other individual annuity and pure 

endowment contracts; 

(b) for individual single prealu• l•aediate annuity 

contracts issued on or after July 1. 1979• excluding any 

disability and accidental death benefits in such contracts, 

the 1971 Individual annuity aortality table g£___a~ 

iodi~la~al_aoo~it~-•o~tal~-table-A~otad-aft&~-lia~be 

o~tlooal __ asso~latioo __ gf-_io~~~AD~~i~oo~~bal-~ 

ao~~o~ed_b~_tb~-~ommissiDD~~~)~~Y!B-fQ£~io detec.1Q1na 

tbe __ minim~m~tanda~d-of_~al~atiOD_fo~tb-~o~ or any 

modification of ~h+~--~ebte ~~~-tables approved by the 

commissioner and 7 1/2% interest; 

(c) for Individual annuity and pure endow•ent 

contracts issued on or after July 1, 1979• other than single 

premi:.Jm immediate annuity contracts• excluding any 

-6- HB 572 
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<IISabl I lty and accidental death ben&fits in such contracts, 

the 1971 Individual annuity mortality table oc an¥ 

ladl¥ldual_aaoult¥-ED£talit¥-ta~e-adQQtad-AttCL-l~b¥-tbe 

aatlanal--a&&a~latiaa--at--losU£aa~e-~.alS&!ggecs tbat i& 

aaa£a~ed_b¥~tb•-~•alsalaaat-b¥-LU1&-12t~UJA-la--Asta£R1Dlug 

tb•--mlal•u•-&taadatd-af-¥~uatlga_£Qt~~~t& or any 

•odlfication of th+~--tsb~e aucb tables approved by the 

coM~issfoner and 5 1/ZS interest tor single pre•lua deferred 

annuity and pure endow•ent contracts and ~ l/ZS interest for 

all other such Individual annuity and pure end~nt 

contracts; 

(dl for all annuities and pure endow.ents purchased 

prior to July 1• 1979• under group annuity and pure 

endow~ent contracts, excluding any disability and accidental 

death benefits purchased under such contracts• the 1971 

group annuity •ortality table or any .adiflcation of the 

table approved by the coallissloner and 6:1: interest; 

(e) for all annuities and pure endow.ents purchaSed on 

or after July 1, 1979• under group annuity and pure 

endowment contracts. excluding any disabilJ~y and acclden~al 

death benefits purchased under such contracts. the 1971 

group annuity •ortafl ty table IIL..D¥.1JtQuQ DQIW.i.1:.lf •ot1:,a111:,lf 

tAillLildaated..afUt-HliJI_b¥-tbll;...llat.looa] • uaatUrt.t AA of 

ia&UtiiiiU.CDDi.i'5-fiiii&U-.tbid;...J.L.iUI&I£Q¥ml-b¥-tbe <:-! &&J.imu. 

b¥--tYll-~fa~-uae-~LD~date~-tb&.-iai•ua wjagdord pt 
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¥aluatian_fp~~u~b-Aaauitlaa __ a~LA__.ada..eata or any 

modification of th+~--tab~e ~-tahl&a approved by the 

commissioner and 7 1/2% interest. 

(2) After Harch 17• 1973• any insurer •ay file with 

the coMmissioner a written notice of its election to co.ply 

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

before January 1. 1979• which shall be the operative date of 

subsec~lon (lJ for such insurer. An insurer ~ay elect a 

different operative date for individual annuity and pure 

endowMent contracts froM that elected for group annuity and 

pure endowment eontracts. If an insurer makes no sucn 

election, the operative date of this section for such 

insurer shall be January 1• 1979.• 

liEIIUiEtllQ!ia Section 3• Interest rates 

deter~ination of miniau• standard valuation. (1) The 

calendar year statutory valuation interest rates 

established in this section .ust be used fn detar•ining 

sfnl.um standard for the valuation of: 

as 

the 

(a) all life Insurance policies Issued in a particular 

calendar year on or after the operative dat• of [section 8 6 

Qf_U~JSE_elLL.22ZJ; 

(bl all individual annul ty and pure 

contracts issued In a particular calendar year on 

January 1• 198~1 

endowment 

or after 

(<:) all annuities and pure endDWIIBnts purchased in a 
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particular calendar year on or after January lt 198~, under 

group annuity and pure endowment contracts; and 

tdJ the net increase, if any, in a particular calendar 

y~ar after January lt 1984, in a•ounts held under guaranteed 

inter~st contracts. 

(2) Except as provided In subsection (3), the calendar 

y~ar statutory valuation interest rates are determined as 

follo~s and the results rounded to the nearer 1/4 of l~t 

wh~n Rl is the lesser of Rand e09t RZ Is the greater of R 

and .)9, R is the reference interest rate established In 

[section 5)• and W Is the weighting factor established In 

[section It]: 

(a) for life insurance: 

Interest rate z .03 + W(Rl- .03J + (W/2)(R2- .09); 

(b) for single-premium iaaedfate annuities and for 

dnnuity benefits involving life contingencies arising fro• 

oth~r ~nnulties with cash settle .. nt options and fro• 

guara~teed interest contracts with cash settle•ent options: 

Intere5t rate = .03 + W(R - .03); 

(c) tor other annuities ~ith: 

(I) cash settle~nt options and guaranteed interest 

contracts with cash settlement options, valued on an Issue 

y~ar basis. except as stated in subsection (2)(b)t the 

fnrmula for life insurance stated in subsection (2)(a) 

applies to annuities and guaranteed interest contracts with 

-9- HB 57Z 
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guara~tee durations in excess of 10 years and the formula 

for stnqle-premlu• lm~ediate annuities stated in subsection 

(Z)(b) applies to annuities and guaranteed interest 

contracts with guarantee durations of 10 years or less; 

(il) no cash settle.ent options and for guaranteed 

interest contracts with no cash 

formula for single-preaiua iMmediate 

subsection (2)(b) applies; and 

settle~nt options, the 

annuities stated In 

(ifi) cash settle•ent options and guaranteed interest 

contrac~s with cash settlement options valued on a 

change-In-fund basis• the formula for single-pre•iu• 

immediate annuities stated in subsection (Z)(b) applies. 

(3) If the calendar year statutory valuation interest 

rate for any life insurance policies issued In any calendar 

year differs fram the corresponding actual rate for si•ilar 

policies issuad in the immediately preceding calendar year 

by less than 1/2 of 1*• the calendar year statutory 

valuation interest rate for such life insurance policies is 

equal to the corresponding actual rate for the i•eediately 

preceding calendar year. For purposss of this subsection. 

the calendar year statutory valuation interest rate for life 

insurance policies issued in a calendar year must be 

determined for 1980 (using the reference interest rate 

defined for 1979) and must be determined for each subsequent 

calendar year regardless of •hen [section 8] becomes 
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operative. 

~~W-SEtllO&a Section 4 •. Interest rate weighting 

factor. (1) The weighting factors referred to In the 

formulas stated in {section 3) are as follows: 

(a) (i) for life Insurance: 

Guarantee 

'>uration In 

Years 

10 or less 

~ore than 10 but not aore than 20 

More than 20 

Weighting 

Factors 

.50 

•• 5 

.35 

(11J for life insurance, the guarantee duration is the 

11a~.:f•u• nu•ber o,f ,yea,rs ,the life insurance can rtl•atn in 

force on a basis guaranteed in the policy or under_ options 

to convert to plans of life Insurance with pre•lu• rates or 

nonforfeiture values, o:r both• thl!lt are guaranteed in the 

orlainal policy; 

(b) .so for single prealum luadiate annuities and for 

annuity benefits involving life contingencies arising fro• 

other annuitfe_s with cash settle~~ent options and g~aranteed 

interest contracts Nith cash settleRRnt ~tlons; 

(c) for o,ther annuities and for g~rante.ed interest 

contracts. except as stated In $\lbsecUon (ll(bh according 

to the guarantee dur_atlon establl,h.ed In subsection (2) and 

tf'le tcype of pliln e~t'!blls.h~d, i,n .s,u!J~t;lon (3): 
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(i) for annuities and guaran~eed interest contracts 

valued on an issue year basis: 

Guarantee 

Duration in 

Years 

5 or less 

More than 5 but not .ora than 10 

~ore than 10 but not •ore than 20 

More than 20 

( i l , 

for annuities and guaranteed interest 

contracts valued on a change-in-fund 

oaslsy the factors shown in 

subsection (l)(c)(l) increased by: 

! i I i l 

for annuities and guaranteed interest 

contracts valued on an Issue year 

basis (other than those with no cash 

se.ttleMnt options) that do not 

guarantee interest on ~onsiderations 

received .ore than 1 year after Issue 

or purchase and for annuities and 

guaranteed Interest contracts valued 

-lZ-

Weighting Factor 

for Plan Type 

A 8 C 

.so o60 .so 

·15 .60 .so 
.65 .5o .Its 

·4-5 ·35 .35 

Plan Type 

A 8 C 

.15 .25 .05 

Plan Type 

A 8 C 
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Dn a change-In-fund basis that do not 

guarantee interest rates on 

considerations received •ore than 12 

sonths beyond the valuation date• the 

factors set forth In subsection 

llltcJiil or derived in subsection 

HB 05"12/02 

lll(ci(IIJ increased by: .05 .05 o05 

121 For other annuities with cash settle~nt options 

and ~uaranteed Interest contracts with cash settle .. nt 

options, the quarantee duration is the number of years for 

which ~he contract guarantees interest rates in excess of 

the c~lendar year statutory valuation interest rate for life 

insurance policies with guarantee duration fn excess of 20 

years. For other annuities with no cash settle.ent options 

and for guaranteed interest contracts with no cash 

settlement options, the guarantee duration is the nu•ber of 

yP.ars froM the date of Issue or date of purchase to the date 

annu it_ y benet 1 ts are scheduled to Collmence. 

(31 Plan types used in subsection (1)(C) are: 

(a) Plan Type A--No withdrawal Is peraltted or at any 

tf~e oolicyholder eay withdraw funds only: 

(i) with an adjustment to reflect changes in interest 

rates or asset values since receipt of the funds by the 

insur3nce company; 

ri I) without such adjustment but in installments over 5 
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years or .are; or 

(llil as an IMaediate life annuity. 

(b) Plan Type B--lil Before expiration of the interest 

rate guarantee• no withdrawal is per•lt~ad or a policyholder 

may withdraw funds only: 

(A) wtth an adjustment to reflect changes in Interest 

rates or asset values since receipt of the funds by the 

insurance co•pany; 

(B) without such adjustment but in install .. nts over 5 

years or more. 

(ii) At the end of the interest rate guarantee. funds 

•ay be withdrawn without such adjust•ent In a single su• or 

install.ents over less than 5 years. 

(c) Plan Type C--A policyholder .ay withdraw funds 

before expiration of the Interest rate guarantee in a single 

sum or installments over less than 5 years either: 

(i) without adjust.ent to reflect changes in interest 

rates or asset values since receipt of the funds by the 

insurance company; or 

(II) subject only to a fl~ed surrender charge 

stipulated in the contract as a percentage of the fund. 

(4) (a) An insurer may elect to value guaranteed 

interPst contracts with cash settlement options and 

annui~ies with cash settlement options on either an issue 

year ~asis or on a change-in-fund basis. Guaranteed interest 
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contracts wi~h no cash settle .. ~t options and other 

a~nuities with no cash settle.ent options Must be valued on 

an 1ssue year basis. 

(b) As used In subsection (4): 

(I) issue year basis of val.uatjon is a valuation basis 

under which the interest rate used to deter•ine the •ini•um 

valuation standard for the entire duration of the annuity or 

guaranteed interest contract is the calendar ~ear valuation 

inter~st rate tor the year of issue or year of purchase of 

the annuity or guar~ntaed interest contract; and 

(ii) change-in-fund basis of.ya_luatlon is a valuation 

basis under Nhich the interest rate used to deter•fne the 

11lni...,., valuation standard applicable to each change In the 

fund held under the annuity or guaranteed interest contract 

is the calendar year val.uatlon Interest rate for the year of 

the change In the fund. 

tj~_!ifC.UDUa Section 5. Reference interest rate. (1) 

The reference interest rate referr.ed to in the for•ulas in 

[section 3] Is: 

(a) for all life insurance, the le~ser of the average 

over a period of 36 100nths and the average over a period of 

12 1110nths~ ending on ·June 30 of the celendar year next 

preceding the )'ear .of I ss.ue. of Moody•s corporate bond yield 

average--•onthl 'I ·average corpor.at~$; 

(bl for slngle,.pc-l\1111 1-e.dlate annuities and for 

-:15- HB 572 

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 

HB D5TZ/OZ 

annuity benefits involving life contingencies arising from 

other annuities with cash settle.ant options and guaranteed 

interest contracts with cash settle.ent options~ the average 

over a period of 12 ~onths~ ending on June 30 of the 

calendar year of Issue or purchase. of Moody•s corporate 

bond yield average--.anthly average corporatesi 

(cl for other annuities with cash settle.ent options 

and guaranteed Interest contracts Nith cash settle~nt 

options valued on a year-of-issue basis• except as stated in 

subsection (l)(b)t with guarantee duration in excess of 10 

years. the lesser of the awerage over -a period of 36 •onths 

ana the average over.a period of 12 •onths, ending on June 

30 of the calendar year of issue or purchase, of Moody's 

corpo~ate bond yield average--aonthly average corporates; 

(d) for other annuities with casn settle.ent options 

and guaranteed interest contracts wfth cash settle.-nt 

options valued on a lear-of-issue basiSt except .as stated in 

subsection (1)(b), with guarantee duration Of 10 years or 

less, the average over a period of lZ .onths, ending on June 

30 of the calendar year of issue or purchase, of Moody's 

corporate bond yield average--•onthly average corporates; 

(e) for other annuities with no cash settla.ent 

options and for guaranteed interest contracts with no cash 

se.ttlellent options, the average over a period .of 12 -•onths, 

ending on J~ne 30 of the c•1endar year of issue or purchase~ 
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of Moody•s corporate bond yield average--.onthty average 

corporates; or 

(fl for other annuities with cash settle.ent options 

and ~uarantaed interest contracts with cash settle.ent 

options valued on a change-In-fund basis, except as stated 

in subsection (l)fb), the avera9e over a period of 12 

•onths, endinq on June 30 of the calendar year of the change 

in the fund. of Moody•s corporate bond yield 

averaqe--monthly average corporates. 

(2) If Moody•s corporate bond yield average--•onthly 

average corporates is no longer published by Moody•s 

investors service, Inc., or if the national association of 

insurance co~•lssioners determines that Hoody•s corporate 

bond yield average--•onthly average corporates a5 published 

by Moody•s investors service. inc •• is no longer appropriate 

for the deter•inatlon of the reference Interest ratew then 

an alternative ~ethod for deter•lnation of the reference 

intereost rate adopted by the national association of 

insurance commissioners and approved by the co••lssloner may 

be substituted. 

Section 6. Sect1on 33-2-525w MCA, is amended to read: 

"33-2-5Z5. Commissioner's reserve valuation •ethod. 

(1) Except as otnerwise provided In subsection t~t 111 and 

33-2-S26(3)w reserves according to the coemissloner•s 

reserve valuation method, for the life Insurance and 
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endow•ent benefits of policies providing for a uniforM 

a11ount of insurance and requiring the pay~Rent o'f- unlfor• 

premiu•s, shall be the excess. If any 9 of the present value 9 

at the date of valuationw of such future guaranteed benefits 

provided for by such policies. over the then present value 

of any future •odified net premiums therefor. The MOdified 

net oremlums for any such policy shall be such uniform 

percentage of the respective contract pr .. iu•s for such 

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

policy, of all such modified net premiults shall be equal to 

the sum of the then present value of such oenefits provided 

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

follo•s: 

{a) a net level annual pre•lu• equal to the present 

value9 at the date of issue~ of such benefits provided for 

after the first po1icy yeart divided by the present value. 

at t~a date of issue of an annuity of one per annum payable 

on the first and each subsequent anniversary of such policy 

on which a premium falls due; provided. however, that such 

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

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

insurance of the same amount at an a9e 1 year higher than 

the aqe at issue of such policy; 

(b) a net l-year term pre~lum for such benefits 

provided for in the first policy year. 
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ealliag-date_ts_cDOaldecell-ao-eo~.eot-beaef!ta 

{Ql--ID--•ak!og __ ~b&--~g•pac!AGDA-lD-~Uba~iDD-lZlLa~ 

~be_moctalit~aoll-ioteceat__baiBA--Atatell-_lD--l3:l:5l~nll 

Lie~tioa_JJ_.us~-be-Uiuda 

t~ttll Reserves according to the co .. issfoner•s 

reserve valuation method for the following shall be 

calculated by a method consistent with the principles of 

this section, except that any extra premiums charged because 

of imoafrments or special hazards shall be disregarded in 

the determination of modified net preMiums: 

(a) life insurance policies providing for a varying 

a•ount of insurance or requiring the pay.ent of varying 

pre11iums; 

(b) group annuity and pure endow•ent contracts 

purchased under a retirement plan or plan of deferred 

co•pensatfon, established or •aintained by an e•ployer 

(lncl•dlng a partnership or sole proprietorship) or by an 

employee organization, or by both, other than a plan 

providing Individual retireMent accounts or individual 

retireaent annuities under section ~08 of the Internal 

R•ven~e Code, as now or hereafter a•ended; 

(c) disability and accidental death benefits In all 

policies and contracts; and 

(d) all other benefits, except life Insurance and 

endowwent benefits In life Insurance policies and beneftts 
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p~ovided by all other annuity and pure endow•ent contrac~s. 

t~~l (a) Subse~tion t~t Lil(b) applies to any 

annuity and pure endowMent contracts other than group 

annuity and pure endow~nt contracts purchased under a 

rettreaent plan or plan of deferred coMpensation established 

or maintained by an employer (including a partnership or 

sole oroprletorship) or by an e•ployee organization. or by 

both, other than a plan providing individual retirement 

accou~ts or individual retirement annuities under section 

406 ~f the Internal Revenue Codet as now or hereafter 

amended. 

(b) Reserves according to the co••lssioner•s annuity 

reserve method for benefits under annuity or pure endowment 

contracts• excluding any disability and accidental death 

benefits in such contracts9 shall be the greatest of the 

resoactive excesses of the present values9 at the date of 

valuation. of the future guaranteed benefits• includlnq 

guaranteed nonforfeiture benefits~ provided for by such 

contrActs at the end of each respective contract year. over 

the present va1ue. at the date of valuation, of any future 

valuation considerations derived fro• future gross 

considerations required by the terms of such contract that 

becom~ payable prior to the end of such respective contract 

year. The future guaranteed benefits shall be deter~ined by 

using the ~ortality table, if any9 and the interest rate or 
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rates specified in such contracts for deterMining guaranteed 

ben•fits. The valuation considerations are the portions of 

the respective gross considerations applied under the ter•s 

of such contracts to determine nonforfeiture values.• 

Section 7. Section 33-2-526, MCA, is a•ended to read: 

•33-2-526. limits -- options -- Minimum reserves. (1) 

In no event shall an insurer•s aggregate reserves for all 

life insurance policies, excluding disability and accidental 

death benefits. be less than the agqregate reserves 

calculated In accordance with the methods set forth in 

33-2-525 and subsection (3) of this section and the 

mortality table or tables and rate or rates of interest used 

in calculating nonforfeiture benefits for such policies. 

(l) Reserves for any category of policies, contracts, 

or benefits as established by the co••issloner may be 

calculated at the option of the insurer according to any 

standards which produce greater aggregate reserves for such 

categ~ry than those calculated according to the miniMum 

standard herein provided• but the rate or rates of interest 

used for policies and contracts~ other than annuity and pure 

endow1nent contracts9 shall not be higher than the 

corresponding rate or rates of interest used in calculatinq 

any nonforfeiture benefits provided for therein. 

(3} If in anv contract year the gross premium charqed 

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

-22- HB 572 
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the valuation net p,.-eltiUIIt for the policy or contract 

calculated by the method used in calculatinq the reserve 

thereon, but usinQ the minimu• valuation standards of 

mortality and ,.-ate of interest, the minl•u• reserve required 

for such policy or contract shall bathe greater of either 

the reserve calculated according to the .artality table. 

rate a~ interest, and method actually used for such policy 

or co,tract or the reserve calculated by the •ethod actually 

used for such policy or contract but using the MiniMum 

standards of aortalfty and rate of Interest and replacing 

the valuation n~t premiu• by th@ actual gross pre•lu• in 

each contract year for which the valuation net pre•lu• 

eKceeds the actual gross premiu•• Iba__.ioiRUR yaluatLQo 

I.UOdilt:dL .. nL_BJ::tilll:b..illllLI:iit.a..llf-l.ot.IIUU .. uf&aad t A I A 

tbls .. s~ctlno-a~e .. tbo~.a .... ~.tiiDGii~~-10--3~~-And 

LIK:tl~la 

ttl .. -Enc .. _tvRCy .. -lLfA--LPI.UtiiOCe oRli~~d ilftRr 

QeCCRbRC .. 30£ .. 1246£ .. fot .. Wbi~_grgss P•RRLUR lp thR first 

IIOUCJ .... yCiiC-CIIU!CdL .. t.bilt-OL:tbLUC!HUI .. Uii.C.L.fOt wh U:n...oo 

CDRPiltilblR .. ildditli!Dal..bCORfit-il.-~lded..LD-tbe..fiLI.t..-JAii£ 

foC .. ..I~-•~~-i!Od .. tbat..ncovldes iiD ~Rent bepetit• a 

c.aliii .. 511CI:CDdU..Ial.U!a..Dt.JI..CDRbiDUl.OD of l!!!:th In iiP ••t;H&ot 

gJ:eatec_tban.. .. aw:h....eacu.LOcllllluas..sullu~ I 11 tl\cpugh 

Ll1 .. nf .. tbLL....sectloo .... UUI.$ .... be ·applied as If taa....aetbod 

act!MllV-UI.IId .... .l.a-4ill~lfiSl--tl» .. uut:xe..foc...s.uciL.IU!llQ 
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weu .... tbe .. ..metbod .... descclbed_io_~=Z=5Z~a....lbe-..mLoimum 

cel.ecve .... at .. ~cb .. oolicy .. iiDO!vecsac¥-of..l.uch..ii-QD~J •vat be 

tbe .. gceatec_of_tbe .. minimum..ceset¥~-calcYlilteD .. io accordance 

~itb ...... ll:Z:5Z5 ___ aod .... tbe .... RlniRUR .. ..Lei.KLKL-'illCul~--lo 

ilccocaance .. witb .. tbii. .. I.IICtlooa" 

Nf~_SftllOtia Section a. Undeteralnabla reserves 

rul@S by co-.issioner. If a plan of life Insurance provides 

for future pre•ium determination the amounts of which are to 

be determined by the insurance company based on current 

estimates of future experience, or if a plan of life 

insurance or annuity Is of such a nature that the •inimum 

reserYes cannot be determined by the •ethods described in 

33-2-525 and 33-Z-526, the reserves that are held under any 

such plan .usto as determined by regulations proeulgated by 

the commissioner: 

(1) be appropriate In relation to the benefits and the 

pattern o~ pre•iums for that plan; and 

(2) be co•puted by e Method ~hich is consistent with 

the orinclples of 33-2-521 through 33-2-526 and 33-Z-531 

through 33-2-535 and [sections 3 through 5]. 

~~-SftllOKa Section 9o Codification instruction. 

Sections 3 through 5 and 8 are intended to be codified as an 

integral part of Tlt1a 33• chapter Zo part 5o and the 

provisions of Title 33 apply to sections 3 through 5 and a. 

-End-
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March 19, 1983 

SENATE STANDING COMMITTEE REPORT 
(Business & Industry} 

Statement of Intent House Bill No. 572 

A statement of intent is required for this bill in that 
it delegates rulemaking authority to the commissioner of insur­
ance in section 1, 2 and 6. 

Although 33-l-313, MCA, delegates to the commissioner of 
insurance rulemaking authority to effectuate any provisions of 
the Code, as this bill substantially increases this power, a 
statement of intent is required. 

Section 1 empowers the commissioner of insurance to approve 
new tables as the minimum standard for reserve calculations for 
life insurance policies and annuity contracts. 

Section 2 empowers the commissioner of insurance to approve 
new tables as the minimum standard for reserve calculations for 
annuity and pure endowment contracts. 

Section 6 allows the insurance commissioner to promulgate 
regulations pertaining to the calculation of reserves for insur­
ance policies and annuity contracts not included in the original 
Valuation Law. 
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" A stateaent of intent is required for this bill in that 

5 it delegates ruleMaking authority to the co••lssioner of 

& insurance in sections 1, 2, and 6. 

1 Althouqh 13-1-3139 MCA. delegates to the co•missioner 

8 of insurance ruleMaking authority to effectuate any 

9 provisions of the Code 9 as this bill substantially increases 

10 this power, a state~nt of Intent Is required. 

11 Section 1 e•powers the co.-issioner of insurance to 

12 approve new tables as the Mini.u• standard for reserve 

13 calculations for life Insurance poltctes and annuity 

14 contr3cts. 

15 Section 2 e•powers the commissioner of insurance to 

16 approve neN tables as tha minimum standard for reserve 

17 

lA 

calculations for annuity and pure endoNment contracts. 

Section 6 allows the Insurance co•~lssioner to 

lq promulqate regulations pertaining to the calculation of 

zo r@serves for insurance policies and annuity contracts not 

21 included In the oriQinal Valuation Law. 
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HOUSE BILL NOo 572 

INTRODUCED BY KITSELMAN• HARPER. YARDLEY 

A BILL FOR AN ACT ENTITLED: •AN ACT TO AMEND THE MONTANA 

INSURA~CE CODE STANDARD VALUATIO" LAW; AMENDING SECTIONS 

33-2-523 THROUGH 33-2-526• MCA.• 

BE 1T ENACTED BY THE LE~ISLATURE Of THE STATE OF HONTANA: 

S~ction 1. Section 33-2-513• MCA. is amended to read: 

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

33-Z0-213 --valuation. (1) This section shall apply to only 

those policlvs and contracts issued on or after the 

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

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

Issued prior to that date. 

(ZJ Except as otherwise provided In 33-Z-524 aDd 

ll=Z~Z~• the ainimum standard for the valuation of all such 

policies and contracts shall be the com•issioner•s reserv~ 

valuation methods defined in ~3-Z-525 and 32-2-526(3t9 5~ 

interest for group annuity and pure endowment contracts and 

~ 1/Zt. interest for all other such policies ano contracts or 

in tha case of policies and contracts9 other than annuity 

and pure endowMent contracts, issued on or after ~~rch 17. 

1973, 4% Interest for such pol icles issued ~rior to July lt 

1979, ~nd 4 1/2% interest for such policies issued on or 
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after July lt 1979• and the follo~ing tables: 

(a) for all ordinary policies of life insurance issued 

on the standard basis, excluding any disability and 

accidental death benefits In such policies, the 

co~missioner•s 1941 standard ordinary •ortality table& 

Lil for such policies issued prior to the operative 

date of 33-Z0-206• as amended9 and the co•afssloner•s 1958 

standard ordinary mortality table for such policies issued 

on or after that operative date ~LiQL_tQ__tba_~~ 

~AtA-Df-t&&kliga 6 6_Df_HOUS~ BILL 522Jt except that for any 

category of such policies Issued on female risks. modified 

net pre•iums and present values, referred to in 33-Z-5ZS and 

33-2-526, may be calculated, at the option of the insurer 

with the approval of the comMissioner. accord1nq to an age 

younger than the actual age of the insured; Q£ 

L.lll-f.lll:-~-~UiL.Lli:iUed on QC aU~IH:..llpeur.iu 

dat~-DL-L~~~ti.IID B ~_Df_~f_aiLI ~2Zl£ 

!AL-tllL-~IDiDUU.IID!l.J:~---..UJIII_~til.wliiLl1--. ordinary 

m'u:.:t.all:t.y_t.il.ll~.l. 

.Lill--ilt-tllll..ll.l~IO:t..illD-AL:t.llLS:.AJillilllY-fllt.-illU-lllle-llL-mw;J~ 

~Qet.ifi~Qlao~--111-lifL!DIY[ilD~1-1~t.QIIIDi~~lanBL!~~ 

~:t.aoaat.~_gt.d.Lnilt.Y--mattall:t.¥-_tallle---Ltll_-lll:¥~~ 

mllt.:t.ality_fattg~_nt. 

L~l--ilDY-At.dinacx-~DLtallt¥-tabLe-aag~~ af;t.er 12811 llY 

tbi:--Dil:t..l.IIOill-a~~~il:t.iii0-11f_ig~Yt.dDt.~-t.IIIDIDLi~.LJ:Ioet.i-t~Li 
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AIIIICO>t.ell-h¥-tlle..s;giiiiiJ.a&iiiDliC-lllt-tuU-UIL.Wie-lo._~lllioiiUI 

~-llliaimllll-li.taW1aCli-IILUl.wi:t.i!lll...f.aC such goll.atlll 

(b I 

the 

for all Industrial life insurance policies issued 

on standard basis, excluding any disability and 

accidental death benefits In such policies. the 19~1 

standard industrial •ortallty table for such policies issued 

prior to the operative date of 33-20-207, as amended, and 

~he--eo•m+ss+Ofte~&~-~6t-standerd-+n~u~~~+&~-mor~e++~y-~ah~e 

for such policies Issued on or at~er that operative date tUe 

~a~u.i.li:;iiiDllc.!..Ll.2ft1-&Uallilrd I nduli.t.ciii.Lilw:.tal.it.ll-...talll.L...Q.[. 

dDli--LDdllU.J:J.ii.L..aQE.Ullt.¥-Uilh-ilggllt•d att~~.~:-l!lJULilll-t.lm 

DalLQQaJ ftS$QCI~\ipp__g{--iDsu~-'O&IiSSIQOQ(S tha$ j$ 

ag~~d--b¥ tbe cammLASioneL-b¥ ruJe ~e jn determining 

tiiLiliDilllliiJ;t;uulaeli-IILx.lluiilt. 1 !Ill toe such pol i.aa:;! 

(c) for Individual annuity and pure endow•ent 

contrac~s, excluding any disability and accidental death 

benefits in such policies, the 1937 standard annuity 

~r~a1ity table or, at ~he option of the insurer, the 

annuity mortality table for 19~9, ultimate., or any 

80dlficatlon of either of these tables approved by the 

co•!llissioner; 

(d) for group annuity and pure endowment contracts, 

excluding any disability and accidental death benefits in 

such pol iciest the group annuity •ortality table for 1951., 

any modification ,of such table approved by the com•issioner. 
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or. at the option of the insurer, ar of the tables or 

~odifications of tables specified for ;ndividudl annui~y and 

pure endowment contracts; 

(~t (I) for total and permanent disability benefits in 

or supple~ent~ry to ordinary policies or contracts: 

(A) for policies or contracts Issued on or after 

J~nuary 1, l966t the tables of period 2 disableMent rates 

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

disability study of the society of actuaries, with due 

regard to tha type of beneflt£-RL-Aall-1iilti1BS-of djsall1e.eat. 

catts_-an.d--UUJ.Diil:t.laiL-CUU-..a.<lailt.ed_-ilfac__llali_J:L•----t.ll.e 

Diil:t.i!lllill-a&&uciatJ.RO-Gf_-lQSUCil~ll--~isJIQQirl tllat are 

AllllCQllild-llll-t.bil-C<IuJ.uilmllc..llli-J:.Ill.L.foL.Kli.il~ 

tiiLIDi DJ.Illlii.J;iiiDJiilr.d-Gf_uJ.ullt.J.IIIl-f£lC ... nu:b-IIQUs;.~ I 

tB) for policies or contracts issued on or af-ter 

January lt 196lt and ?rior to January lt 196St either such 

tables or., at the op~ion of the insurer. the class 3 

disability table (1926); and 

(C) for policies Issued prior to January lt 1961 9 the 

class~ disability table (19Z6)1 

( 1 I) any such table shall, for active lives, be 

co111bined with a mortality table per•ltted for calculatinq 

the reserves for life insurance policies; 

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

supplementary to policies: 

-It- HB 572 
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(~J for policies Issued on or after January 1• 1966• 

the 1959 accidental death benefits table QL__aor accldftptal 

4ea1b--bana~ table adQp\cd after 1'80 hJ the oatlgnal 

~AAQ~Itipo gf_iDSULaD££-'Qaalssloner5 that ja__aQgroyed by 

tilL~ liUiUillDllL-Illt--l:lll.LfllL.IIU..iD-llnli.UJ.DlDg..J;l!e • I n j •ue 

:aunlt:l~ll..llf_uluiltiliD-fll~dWIItliuu; 

(RJ for policies issued on or after January lt 1961• 

and prior to January lt 1966, either such table or. at the 

option of the insurer. the lnterco•pany double indemnity 

mortality table; and 

(C) for policies issued prior to January 1, 1961, the 

interco~pany double inde•nity mortality table; 

(if) either table shall be combined with a mortality 

table permitted for calculating the reserves for life 

insurance policies; 

(g) for group life Insurance, life Insurance issued on 

the s.Jbstandard basis and other special benefits, such 

tables a~ may be approved by the commissioner.• 

Section 2. Section 33-Z-5Z~t MCA. is a~ended to read; 

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

~naow~ent contracts -- valuation. (1) ~~e f&,~Qt_a1-QL~d 

lD~~tiliD--il&--lbe Minimu~ •t~ndard for the valuation of 

all individual annuity and pure endowaent contracts issued 

on or after the operative date of this section• as defined 

herei~• dnd for all annul~ies and pure endowments purchased 

-5- HB 572 
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on or after that operative date• under group annuity and 

pure ~ndow.ent contracts is the com.lssioner•s reserve 

valuation methods defined 

tables and Interest rates: 

(a) for Individual 

contracts Issued prior to 

in 33-2-525 and the following 

annuity and pure endow.ent 

July 1• 1979• excluding any 

disability and accidental death benefits In such contracts• 

the 1971 individual annuity ~ortal!ty table or any 

•odificstion of this table approved by the com~lssioner and 

6~ interest for single premiu~ l••ediate annuity contracts 

and ~% interest for all other Individual annuity and pure 

endowment contracts; 

(b) for Individual single premium i••ediate annuity 

contracts issued on or after July 1, 1979• excluding any 

dlsabi1 ity and accidental death benefits in such contracts, 

the 1971 Individual annuity •ortallty table ~QX 

1Dl1i.lti!lii.ALillllllliU..IIIU;:Ullt¥-Ullle-i>l1gp:t..e.ll...ii.U,&L.I98 Q by t,be 

DatiliUaL~iati~-Df--iQ5UCance -~··igoe~s tba&-L5 

aoo~~ad-h¥-tll~-~·~liDll~-ll¥-LuLI-fAt_uie-l~~miniliP 

t1111--.:IiDim~Uil.da~ILAf-l!.ill.Wit.iliD_fgL-J;l.U;.b_~nt.UU!i or any 

modification of ~~+~--~~b+e ~~~b--~ab~ approved by the 

com~issioner and 7 lfl% interest; 

(c) for individual annuity and pure endowlftent 

contracts issued on or ~fter July 1~ 1979• other than single 

premi uat immediate annuity contracts, excluding any 

-6- HB 572 
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disability aAd accidental death benefits in such contracts, 

the 1971 Individual annuity mortality table QL __ -&QX 

iod!~g~al-annwi~¥-MgLtAll~¥-tahle-adQQted-AfteL_~-~-tbe 

aaUWJal-IIOI:~l.Jui..-DL-!Wl~UIIl:.ll-..<;QuUliilul~ that i s 

illlllJ:DltelLI:Ill-t.bL.comm i s li lllfiU..Jl.LLilh~SIL.ill..~lll.lli.ag 

tblL._miOliiiiii..U.ilodaJ:lLof-X~ilU.oQ (9£ $uCiil..l;.go<t.ucts or any 

•odlflc~tlon of ~+s--~ftb~e liU~~ler. approved by the 

co••i~sione~ and 5 1/Z& interest ~or single premium deferred 

annuity and pure endow .. nt contracts and ~ l/2~ interest for 

all uther such individual annuity and pure endow•ent 

contr::!cts; 

(d) for all annuities and pure endowaents purchased 

prior to July lw 1979, under group annuity and pure 

endONm~nt contracts, excluding any disability and accidental 

death benefits purchased under such contracts, the 1971 

group annuity •ortallty table or any modification of the 

table appro~ed by the co••lssloner and 6' interest; 

(e) for all annuities and pure endow•ents purchased on 

or after July 1• 1979, under group annuity and pure 

ando~ment contracts, excludlng any disability and accidental 

death benefits purchased under such contracts• the 1971 

group annuity •ortallty table Ql:-aQX_QJ:QYR_ilOQuL~-&QJ:tali~ 

Ulll.La.llllllUlLafu~:-Ullll-l!¥-J;IIL..o~llill auocjatiiiO_.gf 

lWluii.D«II c;o•l.u IQMu_:tiiU..iLli!UIJ:Dl!llll...llt-tbLJ:lllllll ul Allee 

bx--CU12--fa£--K&e--1D-_dat~rmioiog the •ioimum 1taodard gf 
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~lUiltlgo_foc_~u~-•~L~i&li--ilod--PUL~~Qtli or any 

modlfic~tlon of ~h~~--~sb+e such tab~ approved by the 

co•mfssion~r and 1 112' interest. 

(2) After March 17• 1973• any insurer •ay file ~lth 

the commissioner a written notice of its election to comply 

with the provisions of subsection (1) after a s~ecified date 

before January 1, 1979• which shall be the operatfve date of 

subsection (1) for such insurer. An insurer •ay elect a 

different oper~tive date for Individual annuity and pure 

endowment contracts ~ro~ that elected for group annuity and 

pure endowment contracts. If an insurer •akes no such 

election, the operative date of this section for s~ch 

'insurer shall be January 1. 1979.• 

~tw_s~CU& Section 3o Interest rates 

determination of •inf•ue standard valuation. (1) The 

calendar year statutory valuation interest rates as 

establi~hed in this section ~st be used in deter•tning the 

Minimu• standard for the valuation of; 

(a) all life insurance policies issued In a particula~ 

calendar year on or after the operative date of [section 8 b 

Qf_HOUSE-aLLL-SiZll 

(11) all individual annuity and pure 

contracts issued tn a particular calendar year on 

January 1• 198~; 

endow .. ent 

or after 

Cc) all annuities and pure endow•ents purchased in a 

-8- HB 572 
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Hll 0572/02 

partic~lar calendar year on or after January 1 9 198~. under 

group annuity and pure endow.ant contracts; and 

(d) the net increase, If any, in a particular calendar 

year after January lt 1984• In amounts held under guaranteed 

interest contracts. 

(Z) Except as provided in subsection (3)t the calendar 

year statu~ory valuation interest rates are deter•lned as 

folloMs and the results rounded to the nearer 1/4 of lX~ 

when ~l is thg lesser of R 3Rd e09, RZ is the 9reater of R 

and .39, R Is the reference interest rate established in 

(section 5], and W is the weighting factor established in 

(sect I on It J: 

(a) tor life insurance: 

Interest rate= .03 + W(Rl- .03) + (~/2)(R2- .09); 

(b) for slngle-pre•lull iM8ediate annuities and for 

annuity benefits involving life contingencies arising from 

otner annuities with cash settlement options and from 

guaranteed Interest contracts with cash se~tlement options: 

Interest rate c .o3 + H(R - .03); 

(c) for other annuities with: 

(i) cash sett1e~ent options and guaranteed Interest 

contracts with cash settleaent options. valued on an issue 

r~ar b~sist except as stated in subsection (Z)(b)• the 

formula for life Insurance stated in subsection (2)(a) 

ap~lies to annuities and guaranteed interest contracts with 

-<1- HB 572 
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guaran~ee durations in excess of 10 years and the formula 

for sl~gle-prealu• immediate annuities stated In subsection 

(Z)(b) applies to annuities and guaranteed Interest 

contracts with guarantee durations of 10 years or less; 

(ii) no cash settle•ent options and for guaranteed 

interest contracts with no cash settlement options. the 

forMula for slngle-premiu• i••ediate annuities stated in 

subsection (2)(bl applies; and 

(iii) cash settlement options and guaranteed interest 

contracts Mith cash settle.ant options valued on a 

change-in-fund basis• the forMula for single-premium 

i••ediate annuities stated in subsection (2)(b) applies. 

(3) If the calendar year statutory valuation interest 

rate for any life insurance policies issued In any calendar 

year differs from the corresponding actual rate for si•ilar 

po11cies issued in the immediately preceding calendar year 

by less than l/2 of lt. the calendar year statutory 

valuation Interest rate for such life insurance policies is 

equal to the corresponding actual rate for the immediately 

preceding calendar year. For purposes of this subsection• 

the calendar year statutort valuation interest rate for life 

insur3nce policies Issued In a calendar year must be 

deter~ined for 1980 (usinq the reference Interest rate 

defin~~ for 1919) and must be determined for each subsequent 

C3lend~r year regardless of when [section 8] becomes 

-10- H6 572 
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operative. 

ULW-1EtllaUa Section 4. Interest rate weighting 

factor. (1) The weighting factors referred to in th~ 

formulas stated in (section 3] are as follows: 

(a) (I) for life Insurance: 

Guarantee 

Ouration in 

Years 

10 or less 

More than 10 but not more than 20 

More than 20 

Weighting 

Factors 

.so 

•itS 

o3S 

(ii) for life Insurance, the guarantee duration is the 

maXimo• number of years the life insurance can remain in 

force on a basis guaranteed In the policy or under options 

to co~vert to plans of life insurance with preMiua rates or 

nonforfeiture values, or both, that are guaranteed In the 

original policy; 

(b) .ao for single pre•lum i ... diate annuities and for 

annuity benefits Involving life contingencies a~islnq fro~ 

other annuities with cash settlement options and guaranteed 

interest contracts with cash settle~nt options; 

(C) for other annufties and for guaranteed interest 

contr~cts• except as stated in subsection (l)(b), according 

to the guarantee duration established in subsection (2) and 

the type of plan .established In subsection (3)' 
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(iJ for annuities and guaranteed 

valued on an issue year basis: 

Guarantee 

Duration in 

V::;oars 

5 or less 

~ore than 5 but not more than 10 

~ore than 10 but not more than 20 

'1ore than 20 

HB 0572/02 

terest cont.ract.s 

Weighting factor 

for PJan Type 

A B C 

.ao 

·15 

o65 

·45 

.60 

.60 

.so 

.35 

Plan Type 

.so 

.so 

... s 

.35 

(iII A B C 

for annuities and guaranteed interest 

contracts valued on a change-In-fund 

basis. the factors shown in 

subsection (1)(c)(l) Increased by: .15 .zs .as 

{ il i) 

for annuities and guaranteed interest 

contracts valued on an Issue year 

basis (other than those with no cash 

settle~nt options) that do not 

guarantee tntere5t on considerations 

received more than 1 year after issue 

or purchase and for annuities and 

guaranteed interest contracts valued 

-12-
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guarantee interest rates on 

considerations rece1ved •ore than 12 

•onths beyond the valuation date• the 

factors set forth in subsection 

(1)(c)(il or derived In subsection 

HB 0572/02 

(1)(cJ(il) Increased by: o05 .05 .05 

(Z) For other annuities with cash settle~nt options 

and guaranteed Interest contracts with cash settle.ant 

options, the guarantee duration is the nu~er of years ~~ 

~hlch the contract guarantees Interest rates in excess of 

the C3lendar year statutory valuation interest rate for life 

insurance policies with guarantee duration In excess of ZO 

years. For other annuities with no cash settle~n~ options 

and far guaranteed interest contracts with no cash 

settle~ent options. the guarantee duration is the nu~ber of 

years from th~ date of issue or date of purchase to the date 

annuity benefits are scheduled to co•~nce. 

(3) Plan types used in subsection (l)(c) are: 

(a) Plan Type A--No withdrawal is per•itted or at any 

time oolicyholder may withdraw funds only: 

(i) with an adjustMent to reflect changes in Interest 

rates or asset values since receipt of the funds by the 

insur3nce company; 

(i i) without such adjustment but in install.ents over 5 

-13- HB 572 
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years or more; or 

(iii) as an imMediate life annuity. 

(b) Plan Type B--(IJ Before expiration of the Interest 

rate guarantee, no withdrawal is per•itted or a policyholder 

may withdraw funds only: 

(A) with an adjusteent to reflect changes In Interest 

rates or asset values since receipt of the funds by the 

insurance co.pany; 

(6, without such adjust~ent but in install.en~s over 5 

years or ~ore. 

til) At the end of the interest rate guarantee, funds 

aay be withdrawn without such adjustment in a single su• or 

install.ents over less than 5 years. 

(c) Plan Type C--A policyholder •ay withdraw funds 

before expiration of the interest rate guarantee in a single 

sum or install.ents over less than 5 years either: 

tiJ without adjustaent to reflect changes In interest 

rates or asset values 

insurBnce company; or 

(ill subject only 

since 

to a 

receipt of the funds by the 

fixed surrender charge 

stipul~ted in the contract as a percentage of the fund. 

(4) (a) An insurer may elect to value guaranteed 

inter~st contracts with cash sett 1 e~~tent options and 

annuities with cash settlement options on either an Issue 

year 03sis or on a change-in-fund basis. Guaranteed interest 

-14- HB 572 
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contr3c~s with no cash settlement options and other 

annuities with no cash settlement options must be valued on 

an lss~e year basis. 

(b) As used in subsection (4): 

(i) Issue year basis of valuation is a valuation basis 

under ~hich the interest rate used to determine the Minimum 

valuation standard for the entire duration of the annuity or 

guaranteed interest contract is the calendar year valuation 

interest rate for the year of issue or year of purchase of 

the annuity or guaranteed Interest contracti and 

(i i) change-in-fund basis of valuation is a valuation 

basis under which the interest rate used to determine the 

minimum valuation standard applicable to each change in the 

fund held under the annuity or guaranteed interest contract 

is the calendar year valuation Interest rate for the year of 

the change In the fund. 

lfM-SEkllDU& Section s. Reference interest rate. (1, 

The reference interest rate referred to in the formulas in 

[section 3] is: 

(a) for all life Insurance. the lesser of the average 

over a period of 36 months and the average over a period of 

12 monthsw ending on June 30 of the calendar year next 

preceding the year of issuew of Moody•s corporate bond yield 

average--monthly average corporates; 

(b, for slngle-pre•ium immediate annuities and for 
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annuity benefits Involving life contingell ... ies arising from 

other annuities with cash settlement options and gu-aranteed 

interast contracts with cash settlement options, the average 

over a period of lZ months, ending on June 30 of the 

ca1en1ar year of Issue or purchase, of Moody's corporate 

bond vield average--monthly average corpor~tes; 

(c) for other annuities with cash settle.ent options 

dnd guaranteed interest contracts with cash settleMent 

options valued on a year-of-issue basis, except as stated in 

subsection (l)(b), with guarantee duration in excess of 10 

yP-ars. the lessP-r of the average over a period of 36 rJnths 

and t~e averaqe over a period of 12 aonths, endinq on June 

30 of the calendar year of Issue or purchase, of Moody's 

corporate ~ond yield average--monthly average cc,rporatesa 

(d) tor other annuities with cash settlament options 

and quaranteed interest contracts with cash settle.ent 

options ~alued on a year-of-issue basis. except as stated in 

subsect f on ( 1 J ( b,, with guarantee du,-ati on of 10 y'!ars or 

less. the averag~ over a period of 12 •onths• ending on June 

30 of the calenOdr year of issue or purchase, of ~oody•s 

corporate bond yield average--monthly average corporates; 

(e, for other annultfes with no cash settle8ent 

options and for guaranteed Interest contracts with no cash 

settlement options, the average over a period of 12 months 9 

ending on June 30 of the calendar year of issue or purchase 9 
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of MoodJ 1 S corporate bond yield average--•onthly average 

corporates; o_r 

( f l for 

and guaranteed 

other annuities with cash set~le.ent options 

Interest contracts with cash settle.ent 

optio·1S valued on a change-In-fund basis, except as stated 

in subsection (l)(bt• the average over a period of 12 

.an~hs 9 ending on June 30 of the calendar year of the change 

in the fund, of Moody's corporate bond yield 

averaqe--monthly a~erage corporates. 

(21 If Moody's corporate bond yield average--~onthly 

average corporates is no longer published by Moody•s 

investors service. inc., or if the national association of 

insurance co••lssioners deterMines that Moody's corporate 

bond yield average--•o~hly average corporates as published 

by Moody•s investors service, inc., is no longer appropriate 

for the det~rmination of the reference Interest ratee then 

a" alternative •ethod for 

in~erest rate adopted 

determination of 

by the national 

the reference 

association of 

lnsuran~e commissioners and approved by the co•missioner ~ay 

be substituted. 

Section 6. Section 33-2-5Z5, MCA. is amended to r~ad: 

•33-2-525. co.-lssioner•s reserve valuation ~ethod. 

(11 E•cept as otherwise provided in subsection t~t Lil and 

33-Z-526(3), re~erves according to the com.issioner•s 

reserv~ valuation •ethode for the life insurance and 
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endowaent benefits of policies providing for a unifor• 

amount of Insurance and requiring the pay~ent of uniform 

premiu•s, shall be the excess, If any• of the present value 9 

at th~ date of valuation, of such future guaranteed benefits 

provided for by such policies. over the then present value 

of any future •odifled net pre•iums therefor. The .odlfied 

net premlu•s for any such policy shall be such uniforM 

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

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

policy, of all such modified net pre•lu•s shall be equal to 

the suM of the then present value of such benefits provided 

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

follows: 

(a) a net level annual pre•iu• equal to the present 

value~ at the date of Issue, of such benefits provided for 

after the first policy year, divided by the present value, 

at t,e date of issue of an annuity of one per annum payable 

on the first and each subsequent anniversary of such policy 

on which a premium falls due; provided, however 9 that such 

net level .]nnual premium shall not exceed the net level 

annual premiua.1 on the 19-year premiu.n whole 1 ife plan for 

insur~nce of the same amount at an age 1 year higher than 

the ag~ at Issue of such policy; 

(bt a net 1-y~ar term premium fo~ such benefits 

provide~ for in the first policy year. 
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Lal-.... LAi_f~L-~~X-llte .... !D~YLAD~-D~li~¥-~~gn--QL 

af~c-JaDYaLX-!a .... liai. .... f~ .... Mbl~h-tbe .... ~tLa~t-QL~LUm-La-ibB 

f!L5t_gall~~~aL-~~~~bat .... af .... tba~~DDd....¥~L1_Lg£_M~ 

DD--~~Qacah!B .... -dddltiDDal ........ b~Defit-l~~QXidBd....ia_Lba_fic~ 

UiiL--fDL--.UU:il .... ..lllll:Uh--'LWL .... tboU__DLD>tidBL-aD-elldQ>UIIBDt 

baoafLt a-il-!;iiJib .... ~YUealk c....vaJ.ye.._D.C-ii-!;DIIIlLDa~.tb-..i.D 

aD ........ aDDIIDt .... ~si~L~D--~b--e~~~~ g[amiuRa tba res~ 

;H;~Oc.di.og_tD-illB-!;DJIII.i.nigniU:!.l-LUIIL"-lellluiililiD-IIIIUIDQ~ 

Df .... alllC-I1lllls:.¥-i!Dilil!IIL5U~IILLiD!I .... DD-DL-ilafDLII-ibll-iiUIIIIBII 

aadlDll .... data .... u .... tbJI-flc.it-Rllllc¥-iiDDi><~-DD-M~b~um 

llf_aQ¥ .... eodOMuot..lleDIIflt .... aad .... aa¥-.~.l~cuadiiL--l!allla .... ..tllllo 

Dal.lablLl.i..grBatA.t.-lbaD-AYdl..nsau.-llamillll.._i s. axctuu .... u 

atb§Dfi..lL-l!LIIlli.de4 .... ....lll....ll::Z:::::ilh....tblWILU~r; .... Df..t.bll....tll.llll.l:.l!il 

a.l-liL&~b .... i!iliC¥-.illl!lJ.U.tuJ:¥-. .... I:illLULIUJL.....ti......dut:.ti.b.Jid........J.o 

li.llb.iattiDD-tli-IIL~JIULl!LIILAL~b-JIDli H a an I Yllt~U 

£Alculated as described la-5ub~t!Aa-Lll_.!th_tbe following 

IW:&Qti.lmll 

Li~~alus deflnad_ia_~ubscction_LllLal-l$ redyced 

llJ.-Ul .... Df .... tbLasliUDt..l:IL~....JI~Ss f I Ut.:UiiL.-IILIIaillai. 

Hl.J. .... illl_greunt .... l!alllu .... _jlf_bJiaeflt.Laod-IIL!!!II i ums a ra 

dat2Lai.Oad........Mltbl1Ut--Lefec&Dca .... ....to pc~miuma .... __ aL- benefits 

IIUIXidas:Lf!IL-i.a .... tba-l!DllC¥-illlaL-tbe .... auu.aed .... Wid..i.Dg date; 

illlLtllli.........PDlllX-ll....4.U!tmed....ta..lla:t.L!Lil....Dll....li.lldl..Uuusl 

llDdl.Dll .... datB..aL.iiD....Jiadmd!HUl-iiOd 

Li.lt:l-tbLtii.Ul..li.IILUDde.t...lfillulUILDlflllli>d go sucb aSSII8Jid 
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~ad~_ !liii:II .... U .... cW!.illkud-ilo....llal!DMJDeot..llllll" • I.L. 

tlll ........ lll......!llll!.iDll--1bL .... LDI!Qaci:iDDLlD....!WII~liliD (2 I (a I • 

tba .... mocLallt¥-ilod....i~Lll.lt........lla~-.....ltatad.... .... Lo--3~l-....and 

L.ie,ti.aa .... ~J....mu~....ll~eda 

t2till Reserves according to the co•missioner•s 

reserve valuation method for the follo .. lng shall b .. 

calculated by a •ethod consistent with the principles of 

this section, exc~pt that any extra premiums charged becau~e 

of impair•ents or special hazards shall be disregarded in 

the determination of aodified net premiu•s: 

(a• life insurance policies providing for a var~.ing 

a~ount of insurance or requiring the payeent of varytn9 

preaiu.as; 

(!>) g•oup annuity and 

purchased ~nder a retire.ent 

compensation, established or 

pure 

plan 

endo..~~ent 

o• 

•aintained 

plan 

by 

of 

an 

contracts 

deferred 

employer 

(including a partnership or sole proprietorshipt or by an 

e~ployee organization, or by botht other than a plan 

providing Individual retireMent accounts or indi.vidual 

retlre•ent annuities under section ~08 of the Internal 

Revenue Code, as now or hereafter amended; 

(c) disability and accidental death benefits in all 

polfcie~ and contracts; and 

(d) all other benefits. except life insurance and 

endow~ent benefits in life Insurance policies and benefits 
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provided by all other annuity and pure endow.ent contracts. 

t~t111 (a) Subsection f5t !il(b) applies to any 

annuity and pure endow.ent contracts other than group 

annuitr and pure end~.ant contracts purchased under a 

retlre~ent plan or plan of deferred co.pensation established 

or .alntained by an e~loyer tincluding a par~nership or 

sole oroprietorship) or by an e~ployee organization~ or by 

both, other than a plan provldlnq Individual retlre.ent 

accounts or individual retlre•ent annuities under section 

~08 of the Internal Revenue Code, ~s no• or hereafter 

a•ended. 

(b) Reserves according to the co .. issioner•s annuity 

reserve method for benefits under annuity or pure endow.ant 

contracts, ex~luding any disability and accidental death 

benefits in such contracts. shall be the greatest of the 

respective excesses of the present values, at the date of 

valuation, of the future guaranteed benefits, including 

guara~teed nonforfeiture benefits, provided for by such 

contracts at the end of each respective contract year, over 

the present value• at the date of valuation. of any future 

valuation considerations derived fro~ future gross 

considerations required by the ter~s of such contract that 

become payable prior to the end of such respective contract 

y~ar. The future guaranteed benefits shall be deter~ined by 

using the ~ortality table, if any, and the interest rate or 
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rates specified In such contracts for deter•ining guaranteed 

benefits. The valuation considerations a~e the portions of 

the respective gross considerations applied under the ter•s 

of such contracts to determine nonforfeiture values.• 

Section 1. Section 33-2-526y MCAt is aMended to read: 

•33-2-526. Limits -- options --minimum reserves. Cl} 

In no event shall an 1nsurer•s aggregate reserves for all 

life insurance policies, excluding disability and accidental 

death benefits, be 

calculated In accordance 

less than 

Nith the 

33-2-525 and subsection (3) of 

the aggregate 

Wlethods set 

this section 

reserves 

forth in 

and the 

mortality table or tables and rate or rates of interest used 

in calculating nonforfeiture benefits for such policies. 

(2) Reserves for any category of policies, contracts. 

or benefits as established by the co•missioner may be 

calculated at the option of the lns~rer according to any 

standards which produce greater aggregate reserves for such 

categ~ry than those calculated according to the mini~um 

standard herein provided, but ~he rate or rates of interes~ 

used for policies and contracts, other than annuity and pure 

endowwtcnt contracts, shall not be hi qher- than the 

corre~~onding rate or rates of int~rest used in calculating 

any nonforfei~~re benefits provided for therein. 

(1) If In any cont:ract year the gross premium charged 

by an1 life insurer on any policy or contract is Jess than 
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the valuation net pre•lu• for the policy or contract 

calcul~ted by the method used in calculating the reserve 

thereon~ but using the minimum valuation st~ndards of 

mortality and rate of interest• the mlni~um reserve required 

for s~ch policy or contract shall be the greater of either 

the reserve calculated according to the ~ortallty table• 

rate of interest, and method actually used for such policy 

or co1tract or the reserve calculated by the •ethod actually 

used for such policy or contract but using the minimum 

standards of •ortallty and rate of interest and replacing 

the valuation net pre•ium by the actual gross preMiuM In 

each contract year for which the valuation net pr .. iua 

excee~s the ac~ual gross premiua. Ibe-~u• va1ua~ 

.s..t.alllh!.dL.-11Lliii.U.allt.¥..awi.Lite Qf ialauU.L.~~ferred :tll...iJl 

tb!a-&e~oo ace tbQ&a__~da~--atated In 33-2-524 and 

~UCtill~.lo. 

LU--fRL..fiUI:¥--ll1L-.iiwll:llii£L-.Illlli.s;Y lssyed aftu 

ll!UO.C811flt...~~-fi!LJtbJ.'-II..tbLll.[.lllilWI£.Ui.J.!I! in tbL..lit..U. 

l!lll.L"l--l!!IU-JXCecds _tbALIIi~fl-i&~ll.llil.C&..fsu...llb.i..ctl-.llll 

CIIBP~t.~bJ.fl..4dd!tlAnal-bellllflt-iA-IILQ~idta-!D-t~-f!LiL~ilt. 

[l!t.__5Ut.b_llliCUIU..and..t~llll.lm!L.illl..fiDdmiftllt_b«Def I t• a 

I:UUUU:eDdfll:_lfaJ.iUla..IIL...il..CQI!bl.ilatJ QD of b<>tb lo..ao aRQUDt 

llt.llilUC-~iiD-J1&b-tlAI:HLP.Cflllil&a.t-:wbJifll;.tipos (II thnwgh 

UJ.-llLtb.L:i-UI:.tiQD_U-!Ili_..41Ullill4.-.l.:i-if t bB l!lll1tllld 

ill:tUill.lX--Willl1_-l.IJ....calclll.illloll-tbLU5W:lUI-fllL_.:;w;b_l!llli,;y 
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lllllCI __ tbl;: __ m.t.blllL.Jiul:c.l.bll.d.-U!-.-ll:Z~i.ll.a-Ibl:--llliDillwa 

CIIUUfl--ilt_a.u;b-IU>lJ.I:X-iiDD.iOua£.¥-llf-iw:ll~QJ.ll: jt IIU S t b.i< 

tbll-liC e~t!lt...ll!..tbe..ll.illirii.III-CUIIULCillCULlt.lllL~CIILII.aDJ;& 

uitb---3l:Z:iZ~---aDa-..tb11__sJ.olmu•-LII.:illt:Xfl--l:•lculated--in 

accaca~Dce_Yitb_tbi~~tillua• 

=tt.llt_atllll!ta Sec~ ion e. Un'deter111 nable reserves 

rulP.s by connissloner. If a plan of life insur.anc'e provides 

for f•Jture pre•ium de~erminatlon the a111ounts of \llhich are to 

be deter~lned oy the Insurance co~pany based on current 

estimates of future experience, or if a plan of life 

insurance or annuity Is oF such a nature that. the lli.,imum 

reserves cannOt bl! deter11lm!d by the MethOds described in 

33-2-525 and 33-2-526• the reserves that are held onder any 

such ;,.lan must. as de·termlned by regulations promulgated by 

the commiSsioner; 

(1) be appropriate in relation to the benefits and the 

pattern of premiums for that plan; and 

(2) be coMputed by a •&thod which is consistent with 

the principles of 33-Z-521 through 33-2-526 and 33-Z-531 

through 33-2-535 and [sections 3 through 5]. 

~fW-~ba Section 9. Codification instruction. 

Sectio~s 3 through 5 and 8 are intended to be codified as an 

integral part of Title 33t chapter 2, part 5• and the 

provisions of Title 33 apply to sections 1 through 5 and 8. 

-end-
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