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iiay_—g_g, BILL

INTRODUCED BY Joa=x >

A BILL FOR AN ACT ENTITLEOD: *AM ACY TO GENERALLY REVISE THE
MONTANA -INSURANCE CODE STANDARD MONFORFEITURE LAW FOR LIFE
INSURANCE: AMENDING SECTIONS 33-20-202 THROUGH 33-20-204.

33=20-2069 33~20~20T» 33-20-211s AND 33-20-212y MLA"™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF NUNTANA:
Section le« Section 33-20-202s+ MLAs is amended to read:
733=20-202. Nonforfeiture provisions. (1) In the case

of policies issued on or after the operative date of this

part as defined in 33-20-213y no policy of life insurances
except as set forth in 33-20-212+ shall be delivered or
issued for delivery in this state unless it shall contain in
substance the following provisions or corresponding
provisions which In the opinion of the commissioner are at

Teast as Ffavorable to the defaulting or surrendering

policyholder as__are the minimum_regulcsssots specified lo

this section and_are esseotlally in complianca with Lssctiog

9]:
fa) that in the event of default In any presium

payment after premiums have been paid for at least 1 full

yeary the insurer will grants upon proper requaest not later

than 50 days after the due date of the premium In defaulty a
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paid-up nonforfeiture benefit on a plan stipulated in the
policye effective as of such due date of such washwe asgunt
as way be specified in this partes___lo. lieu_ _of_ such
stipulated. gaidzwo.npoforfeiture bepefit. the comgany say
substituta. upop proper raguess oot later. than 60 days . after
the_ _due__date__of _the _presius _lo_defaults_ao_actuarially
equivalent_alternative paid-up.  _pooforfeiture. . benefit _tbat
praxides_na_greater_asount or longec period of death benefits
ors__if. . applicdbles..a.greatec _asount. or earlier payseot of
endowment_ _henafitss

{b) that upon surrender of the policy within 60 days
after the due date of any premium payment in default after
premiums have been paid for at least 3 full vyears in the
case of ordinary insurance and 5 full years in the case of
industrial Insurances the insurer will pays in lieu of any
paid-up nonforfeiture bhenefity a8 cash surrender value of
such amount as may be specified in this part;

{c) that a specified paid-up nonforfeiture benefit
shall pecome effective as specified in the policy unless the
person entitled to make such election elects another
available option not later than &0 days after the due date
of th2 presium in defaults

(d) that if the policy shall have become paid up by
completion of all premium payments or if It is continued

under any paid=-up nonforfeiture benefit which became

-2= [NTRODUCED BILL
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effective on or after the third pelicy anniversary in the
case of ordinary insurance or tha fifth policy anniversary
in the case of industrial insurances the insurer will pays
upon survrender of tha policy within 30 days after any policy
anniversarys a cash surrender value of such amount as may be
specified in this part;

te) for_a_pelicy.that has.op.a pasis guaraotsed io the
aelicy. _unscheduled _changes io. beoefits or premiuss or_that
praxvides sn_outioo for changes.io.benefits or premiums other
than_a_chapge to.a newv.pelicys a statement of the. sorlialliy
tables _interest__cates _and method used jo calculating cash
surrander_yalues _and _the _paid-up _ponforfeiture beoefits
availaple _upnder _the..oolicys.._For__each_.othel _policy a
statement of the mortality taple and interest rate wused in
calculating the cash surrender values and the pald-up
nonfor feiture benefits available under the policys together
with 3 table showing the cash surrender valuey if any» and
paid-up nonforfaiture benefit: If anyy available under the
policy on each policy anniversarye either during the first
20 polity years or during the term of the policys whichever
is shortery such values and benefits to be calculated upon
the assumption that there are no dividends or paid-up
additions creditad to the policy and that there is no
indebtedness to the insurer on the policy$,

{f) a statement that the cash surrender values and the
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paid-up nonforfeiture benefits available under the policy
are not less than the minimus values and tenefits required
by or pursuant to the insurance law of this state;

{g) an explanation of the manner in which the cash
surrender values and the paid-up nonforfeiture benefits are
altered by the existence of any paid-up additions credited
to the policy or any indebtedness to the insurer on the
pelicy;

{h) If a detailed statement of the method of
computation of the values and benefits shown In the pallcy
is not stated thereiny a statement that such method of
computation has been filed with the insurance supervisory
official of the state in which the policy is delivered; and

{i) a statement of the method to be used in
calcutating the cash surrender value and paid-up
nonforfeiture benafit available under the policy on any
policy anniversary beyond the 1last anniversary for which
such values and benefits are consecutively shown in the
policye

{2) Any of the oprovisions or portions thereof set
forth in subsections (a} through (i) which are not
applicable by reason of the plan of insurance mays to the
extent inapplicables be omitted from the policys The insurer
shall reserve the right to defer the payment of any cash

surrender value for a period of 6 months after demand

.
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therefor with surrender of the polticy.®

Section 2. Section 33-20-203¢ MCAy is amended to reads

»33-20-203. Cash surrender value - paid-up
nonforfelture benefit — life. (1) Any Excapt_as _provided in
subsection (23s_any cash surrender value available under the
policy in the event of default In the premium payment due on
any golicy anniversarys whether or not required by
33-20-202¢ shall be an amount not 1ess than the excesss if
anyy of the present value an such anniversary of the future
guaranteed benefits which would have been provided for by
the policyy including any existing paid-up additions if
there nad been no defaulty over the sum of:

{a) the then present value of the adjusted premiums as
defined in [33-20-204 thraugh 33-20-207 and _seckion 6]
corresponding to premiums which would have fallen due on and
after such anniversary; apd

(b) the amount of any indebtedness to the insurer on
account of or secured by the policye

i{2)__Eer__aoy .policy _issued.on._ot.after the_gperative
date.. of _[section _§]).. that _provides _supplemsnial __life
iosugance _gr. _anpuity beoefits_at the option_of the insuced
aod. for.an._identifiable additional._.presius by ridec _or
supplemental _policy _proxisions _tha. _cash .surreoder valus
referred.to o _subsection 4L _is ao amount aot }ess than the
sup_of .tbhe cash _surrender walue as deficed_io subsection (i}
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for.an_otherwise similar policy _issued _at _the _sase _age
sitbout. .such_rlder_ oz Supplemental policy _provision_ aond the
cash. surrender yalue as defiped . lo _subsection (1) _for a
policy_ that_provides only the benafits otherwise pcoviged by
auch.rider_or suppnlesantal policy proxisions

£24(31 Any cash surrender value available within 30

days after any policy anniversary under any policy paid up
by completion of all premium payments or any policy
continued under any paid-up nonforfeiture benefitss whether
or not required by 33-20-202+ shall be an amount not less
than the present value, on such anniversaryy of the future
quaranteed benefits provided for by the policys inciuding
any existing paid-up additions, decreased by any
indebtadness to the insurer on account of or secured by the
policys

+3%¥{%) Any paid-up nonforfelture benefit available
under the policy in the event of default in the premium
payment due on any policy anniversary shall be such that its
present value as of such anniversary shall be at Jeast equal
to the cash surrender value then provided for by the policy
ory if none is provided for, that cash surrender value which
would have been required by this part in the absence of the
conditions that premiums shall have been paid for at least a

specified perioda

[3)__Foc any family _policy _issued gon _or _afster the

v .
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gperative date of [sectiop 6] that defipes a_prisacy iasured
sod_provides term insurance.on.the 1ife of the spouse of the
primary__lnsured expicing before tbe.spouse reaches I Years
ef_ages_the casb_surceader yalye ceferced to _in__subsection
£1) is_ao.ameuot_nok less than the sus of tbe_cash surreader
value _as defioad in subsection. (1) for ao otherwiss similac
policy issued at_the same 3Qe without.such term losurance oo
:ha_lifg.nt-tng“anunSB..and__ths__;asn..sunzsnna:..!alus_.as
defined in_ subsection _{1) for.a. policy that.proyices gnly
the benefits otherwise oroxided by such _tecm _jpsurance oo
the_ 1ife of the sSpousea™

Section 3. Section 33-20-204s MCAs+ is amended to read:

"33-20-204. Adjusted premiums (1) This sectlon dogs
ogt.apply_to.solicies issued on_or after the operatlye. _date
of [szction.fls

t1¥42) (a) Except as provided in subsection $23{3)s
the adjusted premiums for any policy shall bs calculated on

an annual basis and shall be such uniform percentage of the

respective premiums specified in the policy for each policy

years excluding extra premiums on a substandard pollcy,s that
the oresent valuey, at the date of issue of the policys of
all such adjusted premiums shall be equal to the sum of:

{i) the then present value of the future guaranteed
benefits provided for by the policy;

(ii) 2% of the amount of the insurance if the Insurance
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be wuniform in amounts or of the equivalent uniform amounts
as hereinafter definads if the amount of Insurance varies
with the duration of the policy;

(ili) 40% of the adjusted premium for the first policy
year;

tiv) 25x of either the adjusted premlum for the first
policy year or the adjusted premium for a whole life policy
of the same uniform or equivalent uniform amount with
unifore premiums Ffor the whole of life issuad at the same
age for the same amount of insurances whichever Is less.

{b) In applying the percentages specified in
subsectlons (§iif) and (iv) abovey, no adjusted premiums shall
be deemed to exceed 4X of the amount of Insurance or uniform
amount equivalent thereto.

{c)} HWhenever the plan or term of a policy has been
changedy either by request of the insured or automatically
in accordance with the provisions of the policys the date of
inception of the changed policy for the purposes of
determining a nonforfeiture benefit or cash surrender value
shall be the date as of which the age of the insured Is
deternined for the purposes of the changed policy. The date
of issue of a policy for the purposes of this subsection
shall be the date as of which the rated ags of the insured
is detersined.

{d) (i) In the case of a policy providing an amount of
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insurance varying with the duration of the poticys the
equivalent uniform amount thereof for the purpose of the
preceding subsections (a) and {b} shall be deemed to be the
uniform amount Of insurance provided by an otherwise simitar
policy, containing the same endowment bensafit or benefitsy
if anys Issued at the same age and for the same terme the
amount of which does not vary with duration and the benefits
under which have the same present value at the date of Issue
as the benefits under the policy.

(ii) In the case of a policy for a varying amount of
insurance {ssued on the Vife of a child under age 10s the
equivalent uniform amount may be computed as though the
amount of insurance provided by the policy prior to the
attainaent of age 10 were the amount provided by such policy
at ags 10.

£2¥443) (a) The adjusted premiums for any policy
providing term insurance benafits by rider or supplemsental
policy provislion shall ba equal to {i) the adjusted premiums
for an otherwise siwmilar policy issued at the same age
without such term insurance benefitss increased: during the
period for which premiums for such term insurance benefits
are oayables by {ii) the adjusted premiuas for such term
insurancea

{v) The foregoing items (a){t) and (a){il) being

calculated separately and as specified in subsection ¢34 (2)
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except thaty for the purposes of (li)s ({ii)e and (iv) of
subsection ¢+ {21+ the amount of Iinsurance or eguivalent
uniform amount of insurance used in the calculation of the
ad justed premiums referred to in (a){ii) of this subsection
shall be equal to the axcess of the corresponding amount
deterninad for the entire policy over the amount used in the
calculation of the adjusted premiuvms in (a){i) of this
subsection.*

Section #. Section 33-20-206+ MCAs is amended to read:

®33-20-206e Mortality tables -- poticies issued after
operative date. (1) _This section does not_apply.ta ocdioary
pollcies _issued. Qo or afier.the opecative date of [section
B8ls

+33{2)1 1In the case of ordinary policies issued on or
after the operative date of this section as defined hereins
all adjusted premiums and present valuas referred to in this
part shall be calculated on the basis of the commissioner®s
1958 standard ordinary wmortality table and the rate of
Iinterest specified In the policy for calculating cash
surrender valuyes and paid-up nonforfeiture benefitsy
provided that:

fa) such rate of interest shall not exceed 3 1/2X per
annumy except that a rate of interest not exceeding 4% per
annum may be used for policies issued on or after March 17,

1973y and prior to July 1, 1979, and a rate of interest not

-10-
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exceeding S 1/2% a year may be used for policias issued on
or after July 1, 19793

{b) ¥or any category of ordinary insurance issued on
femals risksy adjusted premiums and present values may be
calculated according to an age not more than & years younger
than the actual age of the insured;

{c} #n calculating the present value of any paid-up
term insurance with accompanying pure endowmentes if anyy
offerad as a nonforfeiture benefity the rates of mortality
assumed way be not wmore than those shown in the
commissioner®s 1958 extended term insurance table;j

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

$29{3) After July l, 1951y any insurer may file with
the cowmissioner a written notice of its election to compiy
with the provisions of this section after a specified date
bafore January 1, 1966. After the filing of such notices
then upon such specified date (which shall be the operative
date of this section for such insurer)s this section shall
become operative with respect to the ordinary policies
thereafter issued by such Insurere If an insurer makes no
such alections the operative date of this section for such

insurer shall be January ly 19664"

-11=
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Section 5. Section 33-20~20Ts MCAy Is amended to read:

*33-20-207. Industria? policies =- mortallity tablese.
41)_TIhis section .dees..pot..apnly _to _industrial _poligias
issued o0 or after the operative date of Esection 6]s

+*¥(2) In the case of industrial policies issued on or
after the operative date of this section as defined hereins
all ad justed premiums and present valuaes referred to in this
part shall be calculated on the basis of commissioner®s 1961
standard industrial mortality table and the rate of interest
specified in the policy for calculating cash surrender
values and paid-up nonforfelture benafits provided that:

{a) such rate of interest shall not exceed 3 1/2X per
annum except that a rate of interest not exceeding 4X per
annum wmay be used for policies issued on or after March 17y
1973y and prior to July ly 1979y and a rate of interest not
exceeding 5 172X a year may be used foar policies issued on
or after July ls 1979;

tb) in calculating the present vatue of any pald-~up
term {insurance with accompanying pure endowments If anys
offered as a nonforfelture benafity the rates of mortality
assuwed |ay ba not mora than those shown in the
commissioner's 1961 industrial extended term insurance
tables

{c) for insurance isswed on a substandard basis the

caleulations of any such adjusted premiums and present

n]P=-
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values may be hased on such other table of mortality as may
be specified by the company and approved by the
commiss foner.

¢t2443) After February 22, 1965y any insurer may file
with the commissioner a written notice of its election to
comply with the provisions of this section after a specified
date before January 1, 1968. After the filing of such
noticas then upon such specifiaed date (which shall be the
operative date of this section for such insurer}s this
section shall become operative with respect to the
industria) policies thereafter issued by sSuch insurers If an
insurer makes no such elections the operative date of this
section for such insurer shall be January ly 1968."

NEMW_SECIIDN. Section $. Mortality tables — interest
rate adjusted premiumse (1) (a) This section applies to all
palicies issued on or after the operative date of this
section. Except as provided in subsection {7)s the adjusted
premiums for any policy are calculated on an annual basis
and must be such a uniform percentage of the respective
premiums specified in the policy for each policy years
excluding amounts payable as extra premiums to cover
impairmentsy special hazardse and any unliforam annual
contract charge or policy fee specified in the policy in a
statesent of the method to be used in calculating the cash

surrender values and paid-up nonforfaiture benefitss that
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the oresent valusy at the date of issue of the policys of
all adjusted premiums is egual to the sum of:

(i} the then present value of the future guaranteed
benefits provided for by the policy;

{ii) 1X¥ of either the amount of insurancey if the
insurance is uniform in amounts or +the average amount of
insurance at the beginning of each of the first 10 policy
yearsi and

{ili}) 125% of the nonforfeiture net 1level premium as
provided in subsection {(2}. No nonforfelture net level
praemius is considered to exceed 4X of either the amount of
insurances If the Insurance is uniform in amounty or the
average amount of insurance at the beqinning of each of the
first 10 poticy years;

{(b) The date of issue of a pollicy for the purpose of
this subsectlion is the date as of which the rated age of the
insured is determineds.

{2) The nonforfeiture net level premium is equal +to
the oresent values at the date of issue of the policys of
the guaranteed benefits provided for by the policy divided
by the present values at the date of issue of the policyy of
an  annuity of one per annum payable on the date of issue of
the policy and on each anniversary of such policy on which a
premiun falls duea

(3) For policies that have on a basis quaranteed in

] g
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the opolicy unschaduled c¢hanges in benefits or premiums or
that nrovide an option for changes in benefits or premiums
other than a c¢change to a new policys the adjusted premiums
and prasent values are inftially calcuvlated on the
assumption that future benefits and premiums do not change
from those stipulated at the date of Issue of the policys
At the time of any such change in the benefits or premiums,
the future adjusted premiumsy nonforfeiture net Tevel
premiumse and present values must be recalculated aon the
assuymption that future benefits and premiums do not change
from those stipulated by the policy lmmediately after the
change.

(4) Except as cotharwise provided in subsection (7).
the racalculated future adjusted premiums for any such
policy shall be such uniform percentage of the respective
future premiums specified In the policy for each policy
year, axcluding amounts payable as extra premiums to cover
impairments, special hazardss and any uniform annual
contract charge or policy fee specified in the policy in a
statement of the method to be used in calculating the cash
surrender values and pald-up nonforfeiture benefitse that
the present valuey at the time of change to the newly
defined benefits or premjumsy of all such future adjusted
premiums shall be equal to the excess of:

{a) the sum of:
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{iy the then present value of the then future
gquaranteed benefits provided for by the pelicy; and

(ii) the additional expense allowancey if anyj over

{by the then cash surrender valuay if anys Oor present
value of any paid-up nonforfelture benefit under the policy.

{5) 7The additional expense aliowanceas at the time of
the change to‘thc newly defined benefits or preaiums, is the
sum ofs

{a) 1iX of the excessy if positivey, of the average
amount of insurance at the beginning of each of the first 10
policy years subsequent  to the change, over the average
amount of insurance prior to the change at the beginning of
each of the first 10 policy years subsequent to the time of
the most recent previous change ory If there has been ne
previgus changes the date of issue of the policy; and

{b) 125% of the increasey if positives in the
nonforfeiture net level premiume

{6) The recalculated nonforfeiture net level premium
is equal to the result obtained by dividing the product of
subsection {a) by the product of subsection (b):

{a} (#) the nonforfeiture net level premium applicable
prior to the change multipllied by the present value of an
annuity of one per annus payable on each amniversary of the
policy on or subsequent to the date of the change on which a

premium would have fallen due had the change not occurred;

16
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and

{ii) the present value of the increase in future
guaranteed benefits provided for by the policy;

{b) the present value of an apnuity of one per annum
payable on each amniversary of the policy on or subseguent
to the date of change on which a premium falls due.

t7] Notwithstanding any other provisions of this
section for a policy issued on a substandard basis that
provides reduced graded amounts of insurance so thate in
each policy years such policy has the same tabular mortality
cost as an otherwise similar policy issued on the standard
basis that provides higher unifors amounts of insurances
adjusted premiums and present values for such substandard
policy may be calculated as If it were issued to provide
such higher uniform amounts of insurance on the standard
basks.

{8) Except as provided belowy, all adjusted premiums
and present values referred to in [this sections section 7Ty
and Title 33, chapter 20, part 2] are for pelicies of
ordinary insurance calculated on the basis of the
commissioner®s 1980 standard ordinary sortality table ore at
the election of the insurer for any one or wmore specified
ptans of 1life Insurances the commissionerts 1980 standard
ordinary wmortality +table with 10-year select mortality

factorse A1Y adjusted premiums and present values for
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policies of industrial Insurance are calculated on the basis
of the commissioner®s 1961 standard industrial wortality
tables AJ1 adjusted premiums and gpresent values for all
policies issuwed in a particular calendar year are calculatead
on the basis of a rate of Interest not exceeding the
nonforfeiture Interest rate as provided in this subsection
for woolicies issued in that calendar vyear; with the
following exceptions and conditions:

(a) At the option of the insurery calculations for all
policies issued in a particular calendar year may be made on
the basis of a rate of iInterest not exceeding the
nonforfeiture interest rates as provided in this subsection
for policies {Issued In the immediately preceding calendar
years.

(b} Under any paid-up nonforfeiture benefity includling
any paid-up dividend additionss any cash surrender value
availabley whether or not required by 33-20-202Zs is
calculated on the basis of the mortality table and rate of
interest used in determining the amount of such paid-up
nanfor feiture benefit and paid-up dividend adEitions. if
anye

(c) An insurer may calculate the amount of any
guaranteed palid-up nonforfeiture benefite including any
paid-up additions wunder <the policys on the basis of an

interest rate no lower than that specified in the policy for

-1 8=
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calecutating cash surrender values.

{d) In calculating the present value of any pald-up
term insurance with accompanying pure endowmenty if anyy
offered as a nonforfeiture benefits the rates of wmortality
assumed may be not more than thaose shown in  the
commissioner®s 1980 extended term insurance table for
policies of ordinary insurance and not more than the
commissioner's 1961 industrial extended term insurance table
for policies of industrial insurance.

(2} For insurance issusd on a substandard basise the
calcultation of any such adjusted premiums and present values
may be based on appropriate modifications of the tables set
forth in subsection (8).

(f} Any ordinary mortality tables adopteg after 1980
by the national association of insurance commissioners that
are approved by the coamissioner by rule for use in
determining the wminimum nonforfeiture standard way be
sybstituted For the commissionerts 1980 standard ordinary
mortality table with or without l10-year select mortality
factors or for the commissioner's 1980 extended torm
insurance table.

{g) Any industrial mortality tables adopted after 1980
by the national association of insurance commissioners that
are approved by the comamissioner by rule for wuse in

deternining the winimum nonforfeiture standard wmay be
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substitutad for the commissioner®'s 1961 standard industrial
mortality table or the commissioner's 1961 industrial
extended tera Insurance table.

(9) The nonforfeiture interest rate per annum for any
policy issued in a particular calendar year must be equal to
125% of the calendar year statutory valuation interest rate
for such policy as defined in the standard valuation law.
Titte 334 chapter 24 part S5e¢ rounded to the nearer 1/4 of
1Xe

(1D) Notwithstanding any other provision in this code
to the contrarys any refiling of nonforfeiture values or
their methods of computation for any previously approved
policy form that involves only a change in the interest rate
or mortality table used to compute nonforfaeiture values does
not require refiling of any other provisions of that policy
forme

{11) After October 1y 1983y any insurer may file with
the commissioner a written notlce of its election to cowmply
with the provislons of this section after a specified datas
before January ls 1989, which is the coperative date of this
section for such Insurere. If an insurer makes no such
elections the operative date of this section for such
insurer is January 1y 1989«

MEM_SECTION. Section 7. Determination of

nonforfeiture values Ffor special planse For a plan of life

-20-
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insurance that provides for future premium deteraination the
amounts of which are to be determined by the insurer based
on then estimates cof future experience or for a plan of life
insurance that |Is of such a nature that sinimum values
cannot be datermined by the methods described in [33-20-204
through 33-20-207 and section 6]: T

{1) the commissioner must be satisfied that the
penefits provided under the plan are substantially as
favorable to policyholders and insureds as the minimum
benefits otherwise required by {33-20-204 through 33-20-207
and section 6];3

(23 the commissioner must be satisfied that the
benefits and the pattern of premiums of that plan are not
such as to mislead prospective policyholders or Insureds;
ang

(3) the cash surrender values and naid=up
nonfor feiture benefits provided by such ptan may not be less
than the minimum values and beneflts required for the plan
computad by a method consistent with the principles of this
parte as datermined by rules promuligated by +the
commissionere.

Ssection 8. Sectlon 33-20-211ly MCA, is amended to read:

®33-.20-211. Calculation of values -~ other reguisitess.

{1) any cash surrender value and any paid-up nonforfeiture

benefit available under the policy In the event of default
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in a2 premium payment due at any time other than on the
policy anmniversary shall be calculated with allowance for
the lapse of time and the payment of fractional premiums
beyond the last preceding policy anniversary.

{2) AWl values referred to im [33-20-203 through
33-20-20T7 apd.__sectign..£] may be calculated upon the
assumption that any death benefit is payable at the end of
the policy year of deathe

{31 The net value of any paid-up additionss other than
paid-up term additionse shall be not less than the dividends
amouynts used to provide such additionss

{#} Notwithstanding the provisions of subsections {1)
and ¢2¥ {3} of 33-20-203¢ additional benefits payable under
tha following circumstances shail be dl sregarded in
ascertaining cash surrender values and nonforfeiture
benefits required by this part: and no such additional
benefits shall be required to be incltuded in any paid-up
nonfor felture benefits: ‘

(2) in the event of death or dismemberment by accident
or accidental means;

(b} in the event of total and permanant disability;

{c) as reversionary annuity or deferred reversionary
annuity benefits;

(d} as term insurance benefits provided by a rider or

supplemental policy provision to whichy If issued as a

-22-
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separate policys this part would not apply;

{e) as term insurance on the life of a child or on the
tives of children provided In a policy on the life of a
parent of the child, if such tere insurance expires before
the c¢hild®s age is 26¢ is uniform in amount after the
child®s age is ly 2and has not become paid up by reason of
the death of a parent of the child; and

{f) as other pollicy benefits additional to life
insurance and endowment benefits and premiums for all such
addltional benefitsa."

MENM_SECYION, Section 9. Additional rules for
calculating cash surrender wvaluese (1) This sections in
addition to all other applicable sections of this chapterys
applies to alY policies issued on or after January lv 1987s
Any cash surrender value available under the policy upen
default in a presium payment due on any policy anniversary
is an amount that does not differ by wmore than 2/10 of 1% of
either the amount of insurances If the insurance is uniform
in amounts or the average amount of insurance at the
beginning of each of the first 10 policy years subtracted
from the sum of:

{a) the greater of zero and the basic cash value
specified in subsection (2): and

{b) the present value of any existing paid-up

additions less the amount of any indebtedness to the insurer
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under the policye

(2} The basic cash value is equal tao the present
values on such anniversaryes of the future guaranteed
benefits that would have been provided for by the policy
excluding any existing paid-up additions and before
deduction of any indebtedness to the insurery if there had
been no default 1less the then present value of the
nonforfeiture factorsy as provided in subsection {3)»
corresponding to premiums that would have fallen due an and
after such anniversary date. Howevery the effects on the
basic cash wvalue of supplemental life insurance or annuity
benefits or of Family coverage, as described in 33-20-203 or
33-20-204y whichever is applicabley are the same as the
effects specified in 33-20-203 or 33-20-204y whichever is
applicabley on the cash surrender values defined in that
sectione

{3) The nonforfeiture factor for each policy year is
an amount equal to a percentage of the adjusted premium for
the policy vyeary as defined in 33~20-204 or [section &}y
whichever is applicables Except as is required by subsection
{%#)» the percentage?

(a) wust be the same percentage for each policy vyear
between the second policy amlversary date and the later of
the fifth policy anniversary date and the first policy

anniversary date at which there s available under the

24—
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policy a cash surrender value in an amounty before including
any paid-up additions and before deducting any indebtednesss
of at least 2710 of 1% of either the amount of Insurancey if
the insurance is unifore in amounts or the average amount of
insurance at the beginning of each of the first 10 policy
years; and

(b} wmust be such that no percentaqe after the later of
the two policy anniversary dates specified in subsection
(3)(a) applies to less than 5 consecutive policy yearsa

{4) No basic cash value may be less than the value
that would be obtained if the adjusted premiums for the
policyy as provided in 33-20-204 or [section 6]+ whichever
is applicable, were substituted for the nonforfeiture
factors in the calculation of the basic cash value.

{5) Adjusted premiums and present valuas referred to
in this section musts for a particular polticys be calculated
on the same mortality and Interest bases as are used in
demonstrating the policy's compliance with the cthar
sections of this parts The cash surrender ia]ues referred to
in this section include any endowment benafits provided for
by the policys

(6) A cash surrender value available other than upon
default in a premium paysent due on 3 policy anniversary
date and the amount of any paid-up nonforfeiture benefit

available wunder the policy in the event of dafault in a
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premium payment are determined consistently with provisions
specified for determining the analogous minimum amounts In
33-20~-202 through 33-20-204y (Section 6]y and 33-20-211. The
amounts of any cash surrender values and of any paid-up
nonforfeiture benefits granted in copnection with additional
benefits such as those listed In 33-20-211(4) must conform
with the principles of this sectione

Section 10. Section 33-20-212y MCA, is asended to
reads

®33-20-212+ Exceptions. {1l) This part she}} does not
apply to: sny

{al reinsurancesi

L{R)l 9group insurancevi

{c)__a pure endowmenty}

4d)__an annuity or reversionary annuity contractej

(gl or-ke-any 3 term policy of unifors awmounte that
proyides._oo.guaranteed ognforfeiture or endowsent benefitss
or relewal thereof, of %5 20 vears or less expiring before
age 66 11 for which uniform premiums are payable during the
entire term of the policyj

Lf) or-to-eny a term policy of decreasing amount that
provides__n¢ guaranteed ponforfeiture or_endowsent becefitss
on which each adjusted premiumy calculated as specified in
[33=-20-204 through 33-20-20T7 and _sectign 6J+ is less than

the adjusted premiums so calculated on a term policy gf

-G~
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uniforw- _amoupts. or__reogwal _thersofs which .provides oo
guaraoteed panforfeliure or endowmeni  bepefitss iSsued at
the same age and for the same initial amount of insurance
for-o-term—defined-aa-foltows and_for a.terw.of 20 _yrars..ar
lass_.explring before age Ti. for wbich unifocm_presiums._ace

" paygbkle_ducing the. entife tare of the policves

¥ ¥y~~For-agea-at-isane-58-and-undery-the~tera-shali--pe
S~ysaraw

2 ¥--Fheraafeary——the-—term-~shati--desrense—i-~year—for
each~yenar-of-sge—beyond-56v i

{92 _a._.policy __which _ _provides . _nog . guaraotesd
nonforfeiture  or. endowmens  benefits for _which. the cash
syrcepdec. yalues if_aoys_ or_present _¥alue of__agy. _gaid-ug
nonforfeiture _benefit__at the hegicolng.of any peolicy years
salculated as specified ig [33-20-203 thiough 31-20-207 . .and
section. _6]s does _pot exceed 2.5%.of the amount of _insurance
2t_the_begioniop of the saws palicy years

(h)__a_policy that.  is_ delivered  outSide .this _state
througb.__an._agent. _ocr _other represeatalive of the ipsurer
issuing_fthe policys

{2)-_Eor _purposes Rf_subseciion ills the.age at _expicy
for. a_Joint term life jnsurapce policy.is the age at expicy
of the _pldest life.™

NEM SECIIONs Section 11. Codification instruction.

Sections 6¢ Ty and 9 are intended to be codifiaed as an

-27 -
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Integral part of Title 33,4 chapter 20s part 2y and
provisions of Title 33 apply to sections &y Tey and 9.
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1 paid-up nonforfeiture benefit on a plan stipulated in the
2 INTRODUCED BY j<l¥‘V"’ ! : 2 policys effective as of such due date of such vetwe amount
3 / / ' 3 as may be specified in this partes___In. lleu of such
4 A BILL FOR AN ACT ENTITLED: ™AN ACY YO GENERALLY REVISE THE % stlpulated pajd-up oonforfeiture benefite _the . company.  may
5 MONTANA 1INSURANCE CODE STANDARD MONFORFEITURE LAW FOR LIFE 5 substitutes upon proper request oot later than &0 days after
6 INSURANCE; AMENGING SECTIONS 33-20-202 THROUGH 33-20-204s 5 the. due__date. . of _the ogremiua..in defaultes an actuarially
T 33-20-206y 33-20~-207y 33-20-211¢ AND 33-20-212¢ MCA." 7 equivalent alterpative paid=ue _noofocrfeiture benafii _fhat
8 8 pravides.a greater asount or longer period of death benefits
9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: e prs if__applicables .. a greater agount.or.carlier _paysent. of
10 Section 1+ Section 33-20-202y HCAy is amended to read: 10 endowment benefitss
11 #33-20-202+ Nonforfeiture provisionse (1) In the case 11 {b) that upon surrender of the policy within &0 days
12 of policies issued on or after the operative date of this 12 after the due date of any premium payment in dafault after
13 part as defined in 33-20-213y no policy of 1life insurance, 13 pramiums have been pald for at least 3 full vyears in the
14 except as set forth in 33-20-212+ shall be delivered or 14 case of ordinary insurance and 5 full years in the case of
15 issuel for delivery in this state unlaess it shall contain in 15 industrial Insurances the insurer will payy in lieu of any
15 substance the following provisions or corresponding 16 paid-up nonforfeiture bdenefity a cash surrender value of
17 provisions which In the opinion of the comissioner are at 17 such amount as may be specified in this part;
18 least as favorable to the defaulting or surrendering 18 {c) that a specified paid-up nonforfeiture benefit
19 policyholder as__are _the minimum reguiresents spacified in 19 shall become effective as specified in the policy unless the
20 this_section_ and are essantially in cowellance with _(section 20 person entitled to make such election elects another
21 91: 21 available option not later than 60 days after the due date
22 (a) that in the avent of default |In any premium 22 of the premium in default:
23 payment after prewiums have been paid for at least 1 full 23 {(d) that |if the policy shall have becowe paid up by
24 yeary the insurer will grant, upon proper request not later 24 compietion of all premium payments or if It is continued
25 than 60 days after the due date of the premium in defaulty, a 25 under any paid-up nonforfeiture benefit which became

SECOND READING
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effective on or after the third policy anniversary in the
case of ordinary insurance or the fifth pelicy anniversary
in the case of Industrial insurances the insurer will payy
upon surrender of the policy within 30 days after any policy
anniversarye a cash surrender value of such amount as may be
specified in this part;

(e) for a.pelicy that bas_on g basis guacaontesd in the
pelicy__unscheduled _changes_ip hepefits or presiugs or that
provides_=n_option. for chaoges In benefits or premiums_other
than_ a_changa to_ a.new policys 2 statement of the mortality
tables_ _interest__rate. _and.method used fo _calculating cash
surrender-yalues._and__the _paid-up nonfocfeiture benefils
available. _uoder _the _policys. .for. each..otber _pelicy a
statement of the mortality table and interest rate used in
calculating the cash surrender values and the paid-up
nonforfeiture beneflits available under the policys together
with 2 table showing the cash surrender values if anyr and
paid-up nonforfelture benefites If anys available under the
policy on each policy anniversarys either during tha first
20 policy years or during the tarm of the policys whichever
is shortery such values and benefits to be calculated upon
the assumption that there are no dividends or paid-up
additions ¢redited to the policy and that there is no
indebtedness to the insurer on the policyts

{f) a statement that the cash surrender values and the

-3
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paid-up nonforfeiture benefits available wunder the policy
are not less than the minimum values and benefits required
by or pursuant to the Iinsurance law of this state;

(g) an explanation of the mammer in which the <cash
surrender values and the paid=up nonforfeiture benefits are
altered by the existence of any paid-up additions credited
to the policy or any indebtedness to the insurer on the
pollicy;

{h) if a detalled statement of the method of
computation of the values and banefits shown in the policy
is not stated therelny a statement that such =method of
computation has been filed with the insurance supervisory
official of the state in which the policy is delivered; angd

(i) a statesant of the method to be used in
calculating the cash surrender value and pald-up
nonforfeiture benefit available under the policy on any
policy anniversary beyond the 1last anniversary for which
such values and benefits are consecutively shown in the
policye

{2) Any of the provisions or portions thereof set
forth in subsections (a) through (i) which are not
applticable by reason of the plan of insurance mays to the
extent inapplicables be omitted from the policye The insurer
shall reserve the right to defer the payment of any cash

surrender value for a period of & wmonths after demand
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therefor with surrender of the policy.*®

Section 2+ Section 33-20-203y MCAy is amended to read:

"33-20~-203. Cash surrander value - paid-up
nonforfelture benefit —— lifes (1) Any Except as _provided in
subsection (2): any cash surrender value available under the
policy In the event of default in the premium payment due on
any policy anniversarys whether or not required by
33-20-20Zy shall be an amount not 1ess than the excesss If
anyy Of the present value on such anniversary of the future
guaranteed benefits which would have been provided for by
the policyy including any existing paid-up additions if
there had been no default, over the sum of:

{a) the then present value of the atjusted premiums as
defined in [33-20-204 through 33-20-207 aopd. sectign.6le
corresponding to premiums which would have fallen due on and
after such anniversary; and

{by the amount of any Iindebtedness to the insurer on
account of or secured by the policye

{2)__For__aay__pollcy _issued.oo_or after khe gperative
gate__of _[sectign__6) .that_.grovides. _supaleeeaial. . life
ipsurance__or . anpuity bepefits at the option .of the insuced
apd. for_an__jdectifiable _additional..presiuma. by ridec or
supplemeotal_.policy provisions _the cash _sucrsodec yalue
refecred_to_in_Subsection (1) is ao.awouot noi less. than the
sum_of the cash_surrender valus-as.defiged in_subsectign. (1)
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for_an_otherwise similar_ policy _issued _at_ _the _same _age
mithout__such ridec_or.supplesental pollcy proyisiqe..aoad.the
cash_surreader yalue as_defined. . ja._subsectico .L1l). _for_.a
policy_that _provides only the benefits otherwise nprovided by
such rider or supnlesental policy provisions

+24£(3) Any cash surrender value available within 30
days after any policy anniversary under any policy paid up
by completion of all premium payments or any policy
continued under any paid=-up nonforfeiture benafitss whether
or not required by 33=20-202+ shall be an amount not less
than the present valuey on such anniversarys of the future
quaranteed benefits provided for by the policys including
any existing palid-up additionsy decreasad by any
indebtedness to the insurer on account of or secured by_the
policye

+341%) Any paid-up nonforfeiture benefit available
under the policy in the avent of default in the premium
payment due on any pelicy anniversary shall be such that its
presant value as of such annivarsary shall be at Veast equal
to the cash surrender valtue then provided for by the policy
ory if none is provided fory that cash surrender value which
would have been required by this part in the absence of the
conditions that premiums shall have peen paid for at least a

specified periodes

£5)_ Fec_any.family. policy .issued..op_.qr..after. . the

iy .
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operative date. of [(section. £] that defines a prisary iosured
and provides_ters insurance.on_the life of the spouse of the
primacy. _ipsursd expiring before the spouse reacbes 71 yeacs
Qf ages_the cash_surrender wdlue referred Lo _in_.subssctian
41)..is_ap asount not less than the sum of tbe cash.sucrsoder
¥alue _as_defiged ip_subsection (1) for an otberwise similac
eolicy lssued at_the same_age without such.ters insucance gn
the life of tbe spouse _and _tbe.  cash_ surcender value _as
defined__jo .subsectioco _{l) for a_policy that provides qoly
the benefits otherwise provided by such . tecs _insucance on
the_life of the spousea®

Section 3« Section 33-20-204+ MCAs is amended to read:

"33-20-204s Adjusted premiume [1) Thisz section_doss
oot _apply_to policies issued on or. aftec the opsrative . date
of [sectipgn &1a

t17L2)L (a) Except as provided in subsection $+23{3)s
the adjusted premiums for any policy shall be calculated on
an annual basis and shall be such uniform percentage of the
respective presiums specified in the policy for each policy
years excluding extra premiums on a substandard policys that
the obresent values at the date of issue of the policys of
all such adjusted premiums shall be equal to the sum of:

(i) the then present value of the future quaranteed
benefits provided for by the palicy;

{ii) 2% of the amount of the insurance if the insurance
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be uniform Iin amounty or of the equivalent uniform amounts
as hereinafter definedy if the amount of insurance varles
with the duration of the policy;

{ili} 40X of the adjusted premium for the first policy
year;

{iv) 25% of either the adjusted premium for the first
policy year or the adjusted premium for a whole life policy
of the same uniform or equivalent wniform amsount with
uni form premiums for the whole of life issued at the same
age for the same amount of Insurance, whichever iIs lessae

{t} 1In applying the percentages specified in
subsections (lil) and (iv) abovey no adjusted premiums shall
be deemed to exceed 4% of the amount of insurance or uniform
amount equivalent theretos

(c) Whenever the plan or term of a3 pollcy has been
changeds either by request of the insured or automatijcally
in accordance with the provisions of the policys the date of
inception of the changed policy for the purposes of
determining a nonforfelture benefit or cash surrender valye
shall be the date as of which the age of the insured is
deternined for the purposes of the changed policy. The date
of issue of a policy for the purposes of this subsection
shall be the date as of which the rated age of the insured
is determineda

(d) (1} In the casa of a policy providing an amount of
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insurance varying with the duration of the policys the
equivalent uniform amount thereof for the purpose of the
preceding subsections (a) and (b) shall be deemed to he the
uniform amount of insurance provided by an otherwise similar
policys containing the same endowment benefit or benefitse
if anys issued at the same age and for the same termes the
amount of which does not vary with duration and the benefits
under which have the same present value at the date of Issue
as the benefits under the pclicy.

(ii) In the case of a policy for a wvarying amount of
insurance issued on the life of a child under age 10y the
equivalent uniform amount may be computed as though the
amount of Insurance provided by the policy prior to the
attainment of age 10 were the amount provided by such policy
at agz 10

£2¥(3) (a) The adjusted premiums for any palicy
providing term insurance benefits by rider or suppiemental
pollicy provision shall be equal to (i) the adjustad premiuns
for an otherwise similar policy issued at the same age
without such term Insurance benefitse Increasedy during the
period for which premiums for such term insurance benefits
are vpayabley by (i1) the adjusted premiums for such term
insurances

{b) The foregoing items (a)(i) and (a)(il} being

calculated separately and as specified in subsection ¥ (2}
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except thate for the purposes of (lide (iii)e and (iv) of
subsection ¢2¥ {21+ the amount of insurance or eguivalent
uniform amount of insurance used in the calculation of the
adjusted premiums referred to in {a)(ii} of this subsection
shall be equal to the excess of tha corresponding amount
determined for the entire policy over the amount used in the
calculation of the adjusted premiums in ({a}fi) of this
subsection."

Section 4., Section 33~-20-2064 MCAy is amended to read:

%33-20-206. Mortality tables -- policies issued after
operative date. (1) _This seciion does not apply to ocdioarcy
policies__issued Qo or affer.the operative date of [section
- P

$2312) In the case of ordinary policies issued on or
after the operative date of this section as defined hereine
all adjusted premlums and present valuss refarred to in this
part shall be calculated on the basis of the commissioner®s
1958 standard ordinary mortality table and the rate of
interest specified in the nolicy for calculating cash
surrender values and paid-up nonforfejture bLenefitsy
provided that:s

ta) such rate of interest shall not exceed 3 1/2% per
annumy except that a rate of intarest not exceeding &#X per
annum may be used for policies issued on or after March 17»

1973y and prior to July 1y 1979y and a rate of interest not

—-10—
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exceeding 5 1/2X a year may be used for poiicies ISsuod on
or after July ly 1979;

{b) for any category of ordinary insurance issued on
femal> risksy adjusted premiums and present values wmay be
calcul ated according to an age not more than & years younger
than the actual age of the insured;

(c) in calculating the present value of any paid-up
term insurance with accompanying pure endowmenty iif anyy
offered as a nonforfeiture benefity the rates of mortality
assumed wmay be not more than thosea shown in the
commissioner’s 1958 extended ters insurance table}

(d} for insurance issued on a Substandard basiss the
calculation of any Such adjusted premiums and present valuas
may be based on such other table of mortality as may be
specified by the company and approved by the commissionere

{12%{21 After July ls 1961y any insurer may file with
the commissioner a written notice of its election to comply
with the provisions of this section after a specified date
before January 1, 1986« After the filing of such noticey
then upon such specified date (which shall be the operative
date of this section for such insurer)y this section shall
become operative with respect to the ordinary policies
thereafter issued by such Insurere If an insurer makes no
such electiony the operative date of this section for such

insurer shall be January ly 1966.%
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Section S. Section 33-20-20T7s MCAs is amended to read:

®33-20-207« Industrial policies == mortality tables.
{11 _This_secticen_ .dees_  oot. .apely _ro__iodustrlal poligiss
issued ot or_after_the aoperative date of {section 6]a

+¥¥4{2) In the case of industrial policies issued on or
after the operative date of this section as defined hereiny
all adjusted premiums and present values referred to In this
part shall be calculated on the basis of commissioner®s 1561
standard Iindustrial mortality table and the rate of interest
specified In the policy for calculating cash surrender
values and palid-up nonforfeiture benefits provided that:

{a} such rate of interest shall not exceed 3 1/2% per
annum except that a rate of interest not exceading 4% per
annum may be used for policies issued on or after March 17»
1973y and prior to July 1y 1979 and a rate of interest not
exceeding S5 1/2% a year may be used for policies issued on
or after July i« 1979;

(b) in calculating the present value of any paid-up
term insurance with accompanying pure endowsments if anys
offerad as a nonforfelture benefity the rates of mortality
assumad may be not more than those shown In  the
commissioner’s 1961 industrial extendad ter® insurance
tables

(c) for insurance issued on a substandard basis the

calculations of any such adjusted premiums and present

—lz-
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values may pe based an such other table of mortality as may
be specified by thne company and approved by the
commissionere

t2943) AFter February 22+ 1965¢ any insurer may file
with the comnissioner a written notice of its aealection to
comply with the provisions of this section after a specifiad
date before January 1, 1968. After the filing of such
notlcay then upon such specified date (which shall be the
operative date of thls section for such Insurer}s this
section shall become operative with respect to the
industrial policies thereafter lssued by such insurere If an
insurer makes no such electiones the operativa date of this
section for such Insurer shall be January ls 1968."

MEW_SECILAN. Section ¢, Mortality tables —— interest
rate adjusted premiums. (1) {a) This section applies to all)
policies issued on or after the operative date of this
sectiones Except as provided in subsection {7)s the adjusted
premiums for any policy are calculated on an annual basis
and must be such a wuniform percentage of the respective
premiums specified In the policy for each policy years
excluding amounts payable as extra premiums to cover
impairments, special hazardse and any wunifors annual
contract charge or policy fee specified in the policy in a
statement of the wmethod to be used In calculating the cash

surrender values and paid-up nonforfeiture benefitsey that
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the opresent values at the date of issue of the policys of
all adjusted premiums is equal to the sum of:

(i} the then present value of the future guaranteed
benefits pravided for by the policy;

(11} 1% of either the amount of insurances if the
insurance Is uniform in amount, or the average amount of
insurance at the beginning of each of the first 10 policy
years; and

{ili) 125% of the nonforfelture net level premium as
provided in subsection (2). No nonforfelture naet level
premium is considered to exceed 4% of either the amount of
insurances If the Insurance is uniform in amounts or the
average amount of insurance at the beginning of each of the
first 10 policy yearse

(b} The date of issue of a policy for the purpose of
this subsection is the date as of which the rated aqge of the
insured is determined.

{2) The nonforfeiture net level premium Is equal to
the present values 23t the cate of issue of the policyy of
the guaranteed benefits provided for by the policy divided
by the present value, at the date of issue of the policys of
an annuity of one per annum payable on the date of issue of
the policy and on each anniversary of such policy on which a
premiun falls due.

{3} For policies that have on a basis quaranteed in

-] &~
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the bpolicy unschaduled changes in benefits or premiums or
that provide an option for changes in benefits or premiunas
aother than a change to a new policys the adjusted premiums
and nresent values are [Initially calculated on the
assumption that future benefits and premiums do not change
from those stipulated at the date of issue of the policys
At the time of any such change in the benefits or premiumss
the future adjusted premiumse nonforfeiture net lavel
premiumsy and present values must be recalculated on the
assumption that future benefits and premiums do not change
from those stipulated by the policy immediately after the
change«

(4) Except as otherwise provided in subsection (7).
the racalculated future adjusted premiums for any such
policy shall be such uniform percentage of the respective
future premiuvas specified {n the policy for each pelicy
yeary excluding amounts payable as extra premiums to cover
impairmentsy special hazardss and any uniform annual
contract charge or policy fee specified in the pelicy in a
statement of the nefhod to be used in calculating the cash
surrender values and pald-up nonforfeiture benefitsy that
the opresent valuey at the time of change to the newly
defined benefits or premiumsy of all such future adjusted
premiums shall be equal to the excess of:

(a) the sum of:

=-]15=
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(i} the than present value of the then future
guaranteed benefits provided for py the policyi and

(ii) the additional expense allowances |f anyi over

(b) the then cash surrender valuee if anye or present
value of any pald-up nonforfeiture benefit uader the policye.

(5) The additional aexpense allowances at the time of
the change to the newly defined benefits or premiums, is the
sum of:

{a) 1% of the excessy If positives, of the average
amount of insurance at the beginning of each of the first 10
pelicy years subsequent to the change, over the average
amount of insurance prior to the change at the beginning of
each of the first 10 policy years subsequent to the time of
the most recent previous change ory if there has been no
previous changes the date of issue of the policy; and

(b) 125x of the Increasey if positivey in the
nonforfeiture net level! premiume

t6) The recalculated nonforfeiture net level preaium
is equal to the result obtained by dividing the product of
subsectlon (@) by the product of subsection (b):

{a) (1) the nonforfeiture net level premium applicable
prior to the change multiplied by the present value of an
annuity of one per annhum payable on =ach anniversary of the
policy on or subsequent to the date of the change on which a

premiun would have fallen due had the change not occurred;

~16=
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{i#) the present value of the increase in future
guaratteed benefits provided for by the policy;

tb} the present value of an annuity of one per annus
payable on each anpniversary of the policy on or subsegquent
to the date of change on which a premium falls duee

t7) Notwithstanding any other provisions of this
section for a policy issued on a2 substandard basis that
provides reduced graded amounts of insurance so thate in
each policy years such policy has the same tabular wmortality
cost as an otherwise similar policy issued on the standard
basis that provides higher uniform amounts of Fnsurances
adjusted premiums and present values for such substandard
policy may be calcutated as if it ware issued to provide
such higher unifors amounts of insurance on the standard
basise

(8} Except as provided balowy all adjustad premiums
and praesent values raferred to in [this sectiony secrion Te
and Title 33y chapter 20y part 2) are for policies of
ordinary insurance calcutated on the basis of the
commissioner®s 1930 standard crdinary wmortality table or, at
the election of the insurer for any one or wmore specified
ptans of 1life Insurances the commissioner®s 1980 standard
ordinary mortality table with 10-year select mortality

factorss AYl  adjusted premiums and present values for
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policies of industrial insurance are calculated on the basis
of the commissiaoner®s 1961 standard industrial wmortality
table., A1l adjusted premiums and prasent values for all
policies Issued in a partlcular calendar year are calculated
on the basis of a rate of interest not exceeding the

nonforfelture interest rate as provided in this subsection

.for oolicies issued in that calendar vyear; with the

following exceptions and conditions:

{3) At the option of the insurery calculations for all
policies issued in a particoelar calendar year may be wade on
the basis of a rate of Interest not exceeding the
nonforfeiture interest ratey as provided In this subsection
for onolicies issued fin the imaediately preceding calendar
years.

(b) Under any paid-up nonforfeiture benefits including
any paid-up dividend additionsy any cash surrender value
availabley whether or not required by 33-20-202¢+ is
calculated on the basis of the mortality table and rate of
interest used in determining the amount of such paid-up
nonfor feiture benefit and paid-up dividend adeltlons- if
anye

(c)} An insurer wmay calculate the amount of any
guaranteed paid-up nonforfeiture bpenefits including any
paid-up additions under the policysy on the basis of an

interest rate no lower than that specified in the policy for

-l 8-



10
11
12
13
14
15
16
17
18
19
20
21
22
23
2%

25

LC 0789/01

calculating cash surrender values.

(d) In calculating the present value of any paid-up
term Iinsurance with accompanying pure endowments if anys
offered as a nonforfeiture benefits the rates of wmortaltity
assumed nay be not more than those shown in the
commissioner®s 1980 extended term insurance table for
policies of ordinary insurance and not more than the
commissioner®s 1961 industrial extended term insurance table
for policies of industrial insurance.

(e} For insurance issued on a substandard basisy the
calculation of any such adjusted premiums and present values
may be based on appropriate modifications of the tables sat
forth in subsection (8}

(f) Any ordinary mortality tables adopted after 1980
by the national association of insurance commissioners that
are approved by the commissioner by rule for use in
determining the winimum nonforfeiture standard wmay ba
substituted for the commissjoner’s 1980 standard ordinary
mortality table with or without 10-year selact mortality
factors or for the commissioner’s 1980 extended term
insurance tables

(g) Any industrial mortality tables adopted after 1980
by the national association of insurance commissioners that
are approved by the commissioner by rule for use in

deternining the minimue nonforfeiture standard may be

N
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substituted for the commissioner®s 1961 standard industrial
mortality table or the commissioner®s 1961 industrial
extendad term insurance table.

{9) The nonforfeiture interest rate per annum for any
policy issued in a particular calendar year must be equal to
125% of the calendar year statutory valuation interest rate
for such policy as defined in the standard waluation laws
Title 33y chapter 29 part 5» rounded to the nearer 1/% of
1%Xe

(10} Notwithstanding any other provision in this code
to the <contrarys any refiting of nonforfejture values or
their methods of computation for any previously approved
policy form that involves only a change in the interest rate
or mortality table used to compute nonforfeiture values does
not require refiling of any other provisions of that policy
forme

(11) Afrer October 1+ 1983y any insurer may file with
the commissioner a written notice of its election to comply
with the provisions of this section after a specified dates
before January ly 1989y which is the operative date of this
section for such Insurers If an insurer wmakes no such
election, the operative date of this section for such
insurer is January les 198%a

NEM_SECIION. Section 7. Oetermination of

nonforfeiture wvalues for special planse For a plan of life

-20~
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insurance that provides for future premium determination the
amounts of which are to be determined by the insurer based
on then estimates of future experience or for a plan of life
insurance that is of such a nature that minismum values
cannot be determined by the methods described in [33-20-204
through 33=-20-207 and section 6]:

(1) the commissioner w®must be satisfied that the
benefits provided under the plan are substantially as
favorable to policyholders and Jnsureds as the minimum
benefits otherwise reguired by f33-20-204 through 33-20-207
and section 61j

(2) the commissioner wmust be satisfied that the
benefits and the pattern of premiums of that plan are not
such as to mislead prospectiva policyholders or insureds;
and

(3) the cash surrender values and paid-up
nonfor feiture benefits provided by such plan may not be less
than the minimum values and beneflits required for the plan
computed by a wethod consistent with the principles of this
parte as determined by rules prosulgated by the
commissioners

Section 8. Section 33-20-211y MCAs is amended to read:

n33-20~211+ Calculation of values -~- other requisitess
(1) Any cash surrender value and any paid-up nonforfeiture

penefit available wunder the policy in the event of default
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in 2 premium payment due at any time other than on the
polticy anniversary shall be calculated with allowance for
the tapse of time and the payment of fractional premiums
beyond the last preceding policy ammiversarye

(2} A1l values réferred to iIn [33-20-203 through
33-20-207 and__section _6] may be calculated upon the
assumption that any death benefit is payable at the end of
the policy year of death.

(3) The net value of any paid-up additionss other than

paid-up term additionss shall be not less than the dividends

‘anpunts used to provide such additionss

{4) Notwithstanding the provisions of subsections {1)
and ¢2% (3) of 33-20-203s additional benefits payable under
the following circumstances shall be di sregarded in
ascertaining cash surrender values and nonforfeiture
benefits required by this part: and no such additional
benefits shallt be required to be included in any pald-up
nonforfeiture benefits:

ta) in the event of deatu or diswemberment by accident
or accidental meanss

tb) in thé event of total and permanent disability;

{c) as reversionary annuity or deferred reversionary
annuity benefits;

{d) as term insurance benefits provided by a rider or

supplemental policy provision ¢to whichy if issued as a
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separate policyy this part would not apply;

{e) as term insurance on the life of a child or on the
Tives of children provided in a policy on the life of a
parent of the childy If such term insurance expires before
the child's aqe is 26y is uniform in amount after the
child*s age is 1+ and has not become paid up by reason of
the death of a parent of the child: and

(f) as other policy benefits additional to 1life
insurance and endowment benefits and premiums for all such
additional benefits.®

MEM. _SECIIQNe Section 9. Additianal rules for
calculating cash surrender values. (1) This sections in
addition to all other applicable sections of this chaptery
applies to all policies issued on or after January Ly 1987.
Any cash surrender wvalue available under the pelicy upon
default in a3 premium payment due on any policy amniversary
is an amount that does not differ by more thar 2/10 of 1% of
either the amaount of insurancey if the insurance is uniform
in amountes or the average amount of insurance at the
beginning of each of the first 10 policy years subtracted
from the sum of:

(a) the greater of zero and the basic cash value
specified in subsection (2); and

{b) the present value of any existing paid-up

additions less the amount of any indebtedness to the insurer
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under the policye

{2) The baslc cash valua is equal to the present
valuey on such anfiversarysy of the future guaranteed
benefits that would have been provided for by the policy.
excluding any existing paid-up additions and before
deduct ion of any indebtedness to the insurery if there had
been no default 1less the then present valuve of the
nonforfeiture factorse as provided in subsection {3)
corresponding to premiums that would have fallen due on and
after such anniversary date. Howevers the effects on the
basic cash wvalue of suppleuehtal life insurance or annuity
benefits or of Family coveragey as described in 33-20-203 or
33-2G-204%¢ whichever |s applicables are the same as the
effects specified in 33-20-203 or 33-20-204s whichever is
applicables on the cash surrender values defined in that
sectione

{3) The nonforfeiture factor for each policy year is
an amount equal to a percentage of the adjusted premium for
the policy vyears as defined In 33-20-204 or [section &}y
whichever is applicable. £xcept as is required by subsecticn
(&#)+ the percentage:

(2} @ust be the same percentage for each policy year
between the second policy amniversary date and the later of
the fifth policy anniversary date and the first policy

anniversary date at which there {is available under the

—21’-
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policy a cash surrender value in an amounty before including
any paid-up additions and before deducting any indebtednesse
of at least 2710 of 1X of either the amount of inSurance, if
the insurance is unifoerm in amounts or the average amount of
insurance at the heginning of each of the first 10 policy
years; and

(b) must be such that no percentage after the later of
the two polticy anniversary dates specified in subsection
{3)(a) applies to less than 5 consecutive policy years.

{(4) No basic cash value may be Jess than the value
that would be obtained if the ad]usted premiums for the
policyy as provided in 33-20-20% or [section &}y whichever
is applicables were substituted for the nonforfeiture
factors in the calculation of the basic cash value.

{5) Ad]usted premiums and present values referred to
in this section must, for a particular policys be calculated
on the same mortality and interest bases as are used in
demonstrating the policy's compliance with the other
sections of this parts The cash surrender values referred to
in this section include any endowment benefits provided for
by the policye.

(6) A cash surrender value available other than upon
default in a premium payment due on a policy anniversary
date and the amount of any paid-up nonforfeiture banefit

available wunder the policy in the event of default In a

25
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premiua payment are determined consistently with provisions
specified for determining the analogous minimum amounts in
33~20-202 thyough 33-20-204y [Section 6]+ and 33-20-211. The
amounts of any cash surrender values and of any paid-up
nonforfeiture benefits granted in connection with additional
benefits such as those listed in 33-20-211(4} must conform
with the principlas of this sectione

Section 10. Section 33-20-2124 MCAs is amendad to
reads

"33-20-212. Exceptionse. (1) This part she¥d does not
apply toi smy

Lal reinsurancevy;

ib)y 4group insurancew;i

{c)__a pure endowmenty;

£d)__an annuity or reversionary annuity contracty;i

Le) or-to-mny g term policy of uniform awmounty that
provides._no quaranteed oonforfeiture or _endowment bepefitss
or renewal thereofy of %5 20 vears or 1ess expiring before
age &6 J1 for which uniform premiums are payable during the
entire term of the policyi

ffl eor-to-any a term policy of decreasing amount that
provides _no_guarapteed nonforfeiture or_ endowment benefitss
on which each adjusted premiums, calculated as specified in
[33-20-204 throuah 33-20-20T7 3and._ sectioo.f6l)e is less than

the adjusted premiums so calculated on a tegm policy of
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uniform. .amounts__oc. _cepesal _thereofs .which__ provides o0
guaranteed_ponforfeiture or_endowseni_  bepefitss issued at
the same age and for the same initial amount of insurance
for-a-term—defined-na-fodtews gnd _for a tere of 20 years qr
less__explripng baefore age Tla far which uniferm_premiums ace
payable during the entire term of the policyei

tiy~-~For-nqges-at-tazve-56-and-undery-the-terg~shatt--ha
1S-yearsy

f2y~~Fherenftary~-the-~tern-~shoti--deereasse-t-year—-for
ecach-yoar-of-aqe-bheyond-58»

Lgl_a.__policy _wbich __ _provides . _no. .. guaranteed
nonforfeiture _or _esndowment_  _beoefits for which _the cash
surgender.yalues If anys or presenst _yalue of _any _paid-up
amforfelture _henefjit__at the beginning.of. acy policy years
calculated. as_specified in (33-20=203 through 33-20-201__and
section 6la does pot exceed 2.53% of the asount of_insugance
at_the _beginning of the sase _policy years

Iby__a.policy that _ls._deliveced outside _this _state
through._an__agent _of _other _reopreseatative of ghe insurer
issuing_tbe policys

12} _Eor _purpases of subsgction.llls_ the age at__explicy
for..a_joint ters life insurance policy is the age at expizy
of the pldest life."

DEN_SECYIONs Section 1ll. Codification instruction.

Sections &y T and 9 are intended to be codified as an

Le 0TB9/01

integral part of Title 33y chapter 20¢ part 2. and
provisions of Title 33 apply to sections &y 79 and 9.

-End~
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A BILL FOR AN ACT ENTITLED: ™AN ACT TO GENERALLY REVISE THE

MONTANA INSURANCE CODE STANDARD NONFORFEITURE LAW FOR LIFE
INSURANCE; AMENDING SECTIONS 33-20-~202 THROUGH 33-20-«204,

33-20-2064 33-20-20T7, 33-20-211s AND 33-20-2129 MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE GF MONTANA:
Section 1. Section 33-20-202y MCAy |Is amended to read:
"33+20«202. Nonforfeiture provisionse (1) In the case

of policies issued on or after the operative date of this

part as deflned in 33-20-213, no policy of 1life insurances
except as set forth in 33-20«2124 shall be delivered or

Issued for delivery in this state unless It shall contain in

substance the following provisions or corresponding

provistions which in the opinion of the commissioner are at
teast as favorable to the defaulting or surrendering
pelicyholder as__are_ the mipisum_requiresents.soscified in
this_section and are essentially in compliance with [section

AL
fa) that in the event of default in any premium

payment after premiums have been paid for at least 1 full

years the insurer will grant, upon proper request fiot Yater

than 60 days after the due date of the premium in defaulty a

THIRD READING

There are no changes on HB 592. Please refer
to introduced (white)} or second reading (yellow

for complete text. Prd
A5 532



March 19, 1983

SENATE STANDING COMMITTEE REPQORT
(Business & Industry)

Statement of Intent House Bill No. 592

A Statement of Intent is reguired for this bill in

that it delegates rulemaking authority to the. Commissioner
of Insurance in Section 6 and 7.

Although 33-1-313, 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 6 (8) (g) empowers the Commissioner ot
Insurance to approve by regulation new mortality tables.

Section 7 allows the Commissioner of Insurance to
promulgate regulations pertaining to those plans of life
insurance not included in the original Nonforfeiture Law.
Such regulations would define minimum cash values and other
nonforfeiture values.
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STATEMENT OF INTENT
HOUSE BILL 592

Senate Business and Industry Committee

A Statement of Intent is required for this bilt in that
it de¥zgates rulemaking authority to the CLommissioner VoF
Insurance in Sections 6 and Te

Aithough 33-1-313, HCAy delegates to the Commissioner
of Insurance rulemaking authority to effectuate any
provisions of the Codes as this bl11 substantially increases
this nowery a Statement of Intent is required.

Saction 6{8)(g) empowers the Commissioner of Insurance
to aprrove by regulation new mortality tables.

Saction 7 allows the Commissianer of Insurance to
promul jate regulations pertaining to those plans of life
insurance not included in the original Nonforfeiture Lawe
Such requlations would define minimum cash values and cother

nonforfeiture valuess
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HOUSE BILL NOe 592
INTRODUCED BY KITSELMANy HARPERs YARDLEY

A BILL FOR AN ACT ENTITLED: ™AN ACT TO GENERALLY REVISE THE
MONTAN& INSURANCE CODE STANDARD NONFORFEITURE LAW FOR LIFE
INSURANCEF AMENDING SECTIONS 33-20-202 THROUGH 33-20-204,

33-20-206+ 33-20-2079 33-20-211y AND 33-20-212y MCA.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 33-20-202, MCAy is amended to read:
=33-20-202+. Nonforfeiture provisionse. (1) In the case

of pnlicles issued on or after the operative date of this

part as defined in 33-20-213y no policy of 1life insurances
except as set forth in 33-2C-212s shall be delivered or
issued for Qelivery in this state unless It shall contaln in
substance the following provisions or corrasponding
provisions which in the cpinion of the commissioner are at
least as favorable +to the defaulting or surrendering
policyholder as._are-_the minisun_requiresents_specified in
this.saction and are_esseotially in compliaonce with [section

2]-

(a) that in the event of default in any premium
payment after premiums have baen paid for at least 1 full
yeary the insurer will grants upon proper request not Jater

than 60 days after the due date of the premium in defaults a
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paid-up nonforfeiture benefit on a plan stipulated in the
policyy effective as of such due date of such watse amoyant
as may be specified in this partee___In._lisu__qgf such
stlpulated paid-up_npnforcfeiture benafits  the  company _may
substitutes upon proper_request oot later. than. 60 days after
the_.due__date..of _the _premiuam in_defaults.an_actuarially
equivalent_alterpative pald-up_ _oonforfeiture bengfix_ that
eraxides_a.greater_amount or langer pegiod_of.death beoefits
ors__lf. _applicables a greater amguat of eaclier_paymeot_gf
sndowment _bengfitss

(2) that upon surrender of the policy within - 60 days
after the due date of any premium bayment in default after
premiums have been paid for at least 3 full years in the
case of ordinary Insurance and 5 full years in the case of
industrial Insurancer the insurer will pays in lieu of any
paid-up nonforfeiture benefits 2 cash surrender value of
such amount as may be specified in this part;

(c) that a specified paid-up nonforfeiture benefit
shall become effective as specified in the policy unless the
person entitled to make sSuch election elects another
availanle option not later than 60 days after the due date
of the premlum in aefault;

(d) that if the policy shall have become paid up by
complation of all premium payments or if it Is continued

under any paid-up nonforfeiture benefit which became

~2- HB 592

REFERENCE BILL
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effective on or after the third palicy anniversary in the
case of ordinary insurance or the fifth policy anniversary
in th? case of industrial insurances the insurer will paye
upon surrender of the pelicy within 20 days after any policy
anniversarys 8 cash surrender value of such amount as may be
specified in this part;

(e} far a pgolicy.that bas op a_basis guaranteed. ja.the
pelicy__upscheduled. chapges in_ bepefits. or premiums oL thar
proxides.ao-getion.for.changes. in hepefits or.gremivms-othec
Lthan_a-change to.a.new oolicys. a stakement of ghe  pertality
tables. _intersst  cates . and wmethod. used in calculationg.cash
surrender walues _and_.the _peid-up _ogofocfeiture. Degefiis
availakle under _the _policye . For _sach._other_policy o
statement of the mortality table and interest rate used In
calcalating the cash surrender values and the paid-up
nonforfeiture benefits avaitable under the policys together
with ‘a table showing the cash surrender values if anys and
paid-1p nonforfeiture benefits if anys available under the
policy on each policy anniversarys elther during the first
20 policy years or during the term of the policye whichever
is shortery such values and benefits to be calculated upon
the assumption that there are no dividends or paid-up
additions credited to the policy and that there Is no
indebtedness to the insurer on the policyss

tf) a statement that the cash surrender valuwes and the
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paid-uo nonforfeiture benefits available . ider the policy
are naot less than the minimum values and benefits required
by or pursuant to the insurance law of this statej

{g) an explanation of the manner in which the cash
surrenaer values and the paid-up nonforfeiture benefits are
altered by the existence of any paid=up additions credited
to the polity or any indebtedness to the insurer on the
policy;

{h) if a detailed statement of the method of
comptutation of the values and benefits shown in the policy
is not stated thereins a statement that such wmethou of
computation has been filed with the insurance supervisory
official of the state in which the policy is detivered; and

(i) =a statement of the method to be used in
calcutating the cash surrender value and paid-up
nonforfeiture benefit available wunder the polticy on any
policy anniversary beyond the last anniversary for which
such values and benefits are censecutively shown in the
policys

{2) Any of the provisions or portions thereof set
forth in subsections (a) through (i} which are not
applicable by reason of the plan of insurance mays to the
extent inapplicables be omitted from the policys The insurer
shall reserve the right to defer the payment of any cash

surrender value for a perigd of 6 @onths after demand
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therefor with surrender of the policy.%

Szction 2. Section 33-20-203y MCAe is amended to read:

*33-20-203. Cash surrender value -— paid-up
nonforfelture benefit — life. (1) Any Except.as.provided.in
subsectian_f2la.apny cash surrender value available under the
policy In the event af default in the premium payment due on
any policy anniversarys whether or not required by
33-20-202y shall be an amount not less than the excessy if
anys of the present value on such anniversary of the future
guaranteed benefits which would have been provided for by
the pollicye including any existing paid-up additions |(f
there nad been no defaulty over the sum of:

{2) the then present value of the adjusted premiums as
defined in [33-20-204 through 33-20-207 and_section_S]e
corresponding to premiums which would have fallen dua on and
after cuch anniversary; and

{b) the amount ¢f any indebtedness to the insurer on
account of or secured by the policye

{e)__For_ _any__policy _issued opn or after the operative
date.. of _[sectign_ 6] _that_ _proxides. .suoplemental _ life
losurange._2r. _aaouity benefits at the option of the insured
and_for_ap__ideotifiable additiconal _premium by _rider or
supplogental..policy. provisions-.the. cash__surreader value
ceferced _to_in_subsection {1) is an _asount pot less than the
sup of the cash_suyrrender yalue as defioed in. subsection (1)
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for_an_otherwise similar. peolicy _issued at_ _the. same _age
Mlthout _such rider_or supplemental pelicy provision_aond.the
cash_surrender_value as_defiped. .in. subsection _(1)__for _a
pelicy_that provides only the henefirs.atberwise provided by
such ridecr_or sugplemental policy pravisiooa

t2¥43) Any cash surrender valuye available within 30
days after any policy anniversary under any poticy paid up
by completion of all premium payments or any policy
contitved under any paid-up nonforfeiture benefltsy whether
or not required by 33-20-202y shall be an amount not less
than the present values on such anniversarye of the future
guaranteed benefits provided for by the policys including
any existing paid-up additions, decreased by any
indebtedness to the insurer on account of or secured by the
policya

€33442]l Any paid-up nenforfeiture benefit available
under +the policy in the event of default in the premium
paymert due on ény policy anniversary shall be such that its
present value as of such anniversary shall be at least equal
to the cash surrender value then provided for by the policy
ory if none is provided fory that cash surrender value which
would have been required by this part in the absence of the
conditions that premiums shall have been paid for at least a
specified periods

L3)__foc aony family__policy issued _gn_.or__after  the
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operatixe.date_of _Lsection €] that defipes 2 orimary insured
and_provides fermw. insurence. on_the lifa_of the spouse of the
arimary__lnsured_expiring hefore ghe spouse reaches J1_ years
ef_2age:_ the_cash_surrender yalus refarred to. io_ subsgction
(i) ils_ao-ameunt. oot less thoag_ the sum of the casb _surrender
valye__as-defined_in_subsection.()) for gao.otherxisg.similac
policy.lssued_at the same 3ge without such terg insuraoce oo
the life_of the_spouse. . -the__cash__surcander _wvalug. _as
defined._in._subsection. - {l)_for.a-policy thal pravides onoly
the_bepeflts. otberwise proyided by such__tefw.. insurance.__qo

the life _of the spouses”
Section 3. Section 33~20~204y MCAe Iis amended to read:

®33-20-204« Adjusted premiume. (1), _Ihis_sectioQ daes
got.apply.to policies Issued pp pr after the operative _date

of _[sectica 6ls

+1442) (a) Except as provided in subsection t23L{3ls
the adjusted premiums for any policy shall be calculated on
an annaual basis and shal) be such unifors percentage of the
respective premiums specified in the policy for each policy
year+ excluding extra premiums on a substandard policys thoat
the Jresent valuey at the date of issue of the policys oOF
all such adjusted premiums shall be equal to the sum of:

{i) the then present value of the future guaranteed
benefits provided for by the policy;

(ii) 2% of the amount of the insurance if the Insurance
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be wuniform in amounty or of the equivalent uniform amounty
as hereinafter definedy if the amount of insurance varies
with tne duration of the policy;

(iit) 40 of the adjusted premium for the flrst policy
years

{iv) 25% of either the adjusted premium for the first
pelicy year or the adjusted premium for a whole life policy
of the same uniform or egquivalent uniform amount with
unifors premiums for the whole of life Issued at the same
age for the same amount of insurancesy whichever is lesse

(2} In applying the parcentages specifiec in
subsectlons (1it) and (iv) aboves no adjusted premiums shall
he deemed to exceed 4% of the amount of insurance or uniform
amount equivalent thereto.

{c) NKhenever the plan or term of 3 pclicy has been
changedsy either by reguest of the insured or automatically
in accordance with the provisions of the policys the date of
inception of the changed policy for the purposes of
determining a nonforfeiture benefit or cash surrender value
shall bte the date as of which the age of the insured is
determined for the purposes of the changed policys The date
of issue of a policy for the purposes of this subsection
shall be the date as of which the rated age of the insured
is determineda

{d) (i) In the case of a policy providing an amount of
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insurance varying with the duration of the policye the
equivalent uniform amount thereof for the purpose of the
preceding subsections (@) and {(b) shall be deemed to be the
uniform amount of insurance provided by an otherwise similar
pelicys containing the same endowment benefit or benefitsy
if anyy issued at the same age and for the same termy the
amount of which does not vary with duration and the benefits
under which have the same present value at the date of issue
as the benefits under the policye

(ii) In the case of a policy for 2 varying amount of
insurance iIssued on the life of a child under age 10y the
equivalent uniform amount may be computed as though the
amount of insurance providad by the policy prior to the
attainment of age 10 were the amount provided by such policy
at age 1l0.

+2443) (a) The adjusted premiums for any policy
providing term insurance benefits by rider or supplemental
policy provision shall be equal to (i} the adjusted premiums
for an otherwise similar policy issued at the same age
without such term insurance benefitsy increasedy during the
period for which premiums for such term insurance benefits
are payabley by (ii) the adjusted premiums for such term
iNsurancee

(b) The foregoing items ({a}{i) and (3)(ii} being

calculated separately and as specified in subsection ¢33 [2)
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except thate for the purposes of (ii)e {iii)» and (iv) of
subsection ¢4y L2 the amount of insurance or equivalent
uniform amount of insurance used in the calculation of the
adjusted premiums referred to in (al{li) of this subsection
shall be equal to the excess of the corresponding amount
determined for the entire policy over the amount used in the
calculation of the adjusted premiums in (a)(i) of this
subsestion.™

Section e« Secticn 33-20~206y MCAy is amended to read:

#33-20-206. Mortality tables =~ policies issued after
operative date. (1) Ihis_section.does. pot. apply to ordinacy
pelicigs.-issued.on or_after the_aperative.date of [section
6la

t#{2) In the case of ordinary policies issued on or
after the operative date of this section as defined hereine
all adjusted premiums and present values referred to in this
part shall be calculated on the basis of the commissioner®s
1958 standard ordinary mortality table apd the rate of
interest specified in the policy for calculating «<ash
surrender values and paid-up nonforfeiture benefitsy
provided that:

{a) such rate of interest shall not exceed 3 172% per
aninumy except that a rate of interest not exceeding 4% per
annum may be used for policies issued on or after March 17,

1973y and prior to July 1y 1979y and a rate of interest not
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exceelding 5 1L/72% a2 year may be us5ed for policies issued on
or after July ls 1979}

{p} for any cateqgory of ordinary insurance issued on
femal2 riskses adjusted premiums and present values may be
calcutated according to an age not more than & years younger
than the actual age of the insured;

{c} in calculating the present value of any paid-up
term insurance with accompanying pure endowmenty if anys
offered as a nonforfeiture benefitsy the rates of mortality
assumed may be not more than those shown in the
commissioner®s 1958 extended term insurance table;

(d) for insurance issued on a substandard basiss the
calculation of any such adjusted premiums and present values
may ba based on such other table of wmortality as say be
specifiad by the company and approved by the commissioner.

+2443) After July les 1961y any insurer may file with
the commissioner a written notice of its election to comply
with the provisjons of this section after a specified date
before January 1ly 1966. After the filing of such noticer
then upon such specified date (which shall he the operative
date of this section for such insurer), this section shall
become operative with respect ta the ordimary policies
thereafter issued by such insurere. If an insurer makes no
such electiony the operative date of this sectipn for such

insurer shall be.danuary 1y 1966
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Section 5. Section 33-20-2074 YCAy i amended to read:

"33-20-20T7« Industrial policies =-- mortality tables.
Lli_-Inis_section..doss__not _apply to _industrial policies
issued_on.or_after ibe cperatixe date of [secticn &]a

+2¥42) In the case of industria) policies issued on or
after the operative date of this section as defined hereins
all adjusted premiums and present values referred to in this
part shall be calculated on the basis of commissioner's 1961
standard industrial mortality table and the rate of interest
specified in the policy for calculating cash surrender
values and pald-up nonforfelture benefits provided that:

(a) such rate of interest sShall not exceed 3 1/2X per
annum except that a rate of interest not exceeding X per
annum @ay be used for policies issued on or after March LT»
1973 and prior to July 1y 1979y and a rate of Interest not
exceeding 5 1/2X a year may be used for policies issued on
or after July 1+ 19793

(o} in calculating the present value of any paid-up
term insurance with accompanying pure endowments -if any,
offer2d as a nonforfefture benefits the rates of mortality
assumed nay be not more than those shown in the
commissionerts 1961 Industrial extended teram insurance
tabtes

(c) for insurance issued on a substandard basis the

calculations of .any such .adjusted premiuas .and prassat
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values may be based on such other table of mortality as may
be specified by the company and approved by the
commissionera.

¢2443) After February 22y 1965, any insurer may file
with the commissioner a written notice of its election to
comply with the provisions of thlis section after a specified
date pefore January 1, 1968. After the flling of such
noticay then upon such specified date (which shall be the
operative date of this section for Such insurer)s this
section shall become operative with respect to the
industrial policies thereafter issued by Such insurer. If an
insurar makes no such electiony the operative date of this
section for such insurer shall be January ly 1968."

HEW.SECIION. Section 6e Mortality tables -~ interest
rate adjusted premiumse (1) (a)} This section applies to all
pclicies Issued on or after the operative date of this
sections Except as provided in subsection (7)s the adjusted
premiums for any policy are calculated on an annual basis
and must be such a uniform percentage of the respective
premiums specified in the policy Ffor each policy years
excluding amounts payable as extra premiums to cover
impairments, special hazardss and any wuniform annual
contract charge or policy fee specified in the policy in a
statement of the method to be used in calculating the cash

surrender values and paid-up nonforfeiture banefitsy, that
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the present values at the date of Issue of the policys of
all adjusted premiums is equal to the sum of:

(i) the then present value of the future guaranteed
benefits provided for by the policys;

(ii) 1% of either the amount of insurancey if the
insurance it uniform in amounts or the average amount of
insurance at the beginning of each of the first 10 policy
years; and

{ili) 125% of the nonforfeiture net level premium as
provided in subsection (2). No nonforfeiture net level
premium is considered to exceed 4% of either the amount of
insurancey if the insurance is uniform in amounts or the
average amount of insurance at the beginning of each of the
first 10 policy years. v

{b) The date of issue of a policy for the purpose of
this subsection is the date a5 of which the rated age of the
insured is datermined.

{z) The nonforfeiture net level premium is equal to
the oJresent value, at the date of issue of the policys of
the guaranteed benefits provided for by the policy divided
by the present valuey at the date of issue of the policys of
an annuity of one per annum payable on the date of issue of
the p>licy and on each anniversary of such policy on which a
premiun falls duee

{3) For policies that have on a basis guaranteed in
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tha ocolicy unscheduled changes in benefits or premiums or
that provide an option for changes in benefits or premiums
other than a change to a new policys the adjusted premiums
and present values are initially calculated an the
assumption that future benefits and premiuvms do not change
from those stipulated at the date of issue of the policye
At the time of any such change in the benefits or premiumss
the future adjusted premiumse nonforfeiture net Tevel
premiumss and present values must ba recalculated on the
assumption that future benefits and premiums do not change
from those stipulated by the policy immediately after the
changee

(%) Except as otherwise provided in subsection ({7)s
the recalculated future adjusted premiyms for any such
policy shall be such uniform percentage of the respective
future premiums specified in the policy for each policy
years excluding amounts payable as extra premiums to cover
Impairmentsy special hazardss and any uniform annual
contract charge or policy fee specified in the policy in a
statement of the method to be used in calculating the cash
surrender values and paid-up nonforfeiture benefitss that
the present valuees at the time of change to the newly
defined benefits or premiumses of a1l such future adjusted
premiums shall be equal to the excess of:

{a) the sum of:
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(i} the then aresent value of e then future
guaranteed benefits provided for by the policy; and

(ii} the additional expense allowancey if any; over

{0} the then cash surrender values if anyy Or present
value of any paid-up nonforfeiture benefit under the policy.

({5} The additional expense allowancey at the time of
the change to the neu}y defined benefits or premiumss is the
sum of:

{a) 1% of the excess, if positives, of the average
amount of insurance at the begirning of each of the first 10
policy years subsequent to the changey over the average
amount of insurance prior to the change at the beginning of
each of the first 10 policy years subsequent to the time of
the most recent previous thange ors if there has bheen no
previsus changey the date of issue of the policyj and

{b) 125% of tire increases if positives in the
nonforfeiture net level premiume

(6) The recalculated nonforfeiture net level premium
is equal to the result obtained by dividing the product of
subsection (a) by the product of subsection [b):

(a) ({#) the nonforfeiture net level premium applicable
prior to the change multiplied by the present value of an
annuity of one per annum payable on each anniversary of the
policy on or subsequent to the date of the change on which a

premiun would nave fallen due had the change not occurrad;
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and

(ii)y the present value of the increase in future
guaratteed benefits provided for by the policys;

{b) the presant value of an annuity of one per annum
payable on each anniversary of the policy on or subsequent
to the date of change on which a premium falls due.

{7) Notwithstanding any other provisions of this
section for a policy issued on a substandard basis that
provides reduced graded amounts of insurance so thats in
zach osolicy yeary such policy has the same tabular martality
cost as an otherwise similar policy issued on the standard
basis that provides higher wuniform amounts of insurancey
adjusted premiums and present values for such substandard
policy may be calculated as if it were issued to provide
such nlgher uniform amounts of insurance on the standard
basiss

{s) Except as provided belowy all adjusted premiums
and s3resent values referred to in [this sections section Ts
and Title 33y chapter 20y part 2] are for policies of
ordinary insurance calculated on the basis of the
cogmissioner*s 1980 standard ordinary mortality table ory at
the etection of the insurer for any one or more specified
plans of 1life insurancey the commissicner®s 1980 standard
ordinary wmortality table with l0-year select mortality

factorse AlY  adjusted premiums and present values for
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policies of industrial insurance are calculated on the basis
of the commissioner®'s 1961 standard industrial mortality
tables A1l adjusted premiums and present values for all
policies issued in a particular calendar year are calculated
on the basis of a rate of interest not exceeding the
nonforfeiture interest rate as provided in this subsection
for policies issued Iin that calendar vyear; with the
following exceptions and conditions:

(a) At the option of the insurers calculations for all
policies issued in a particular calendar year may be made on
the basis of a rate of interest not exceeding the
nanfor feiture interest ratey as provided in this subsection
for policies issued in the immediately preceding calendar
years

{b} Under any paid-up nonforfeiture benefits including
any paid-up dividend additionsy any cash surrender value
available, whether or not required by 33-20-202y s
calculated on the basis of the mortality table and rate of
interest wused in determining the amount of such paid-up
nonforfeiture benefit and pajid-up dividend additionsy if
anye

{c) An insurer wmay calculate the amount of any
guaranteed paid-up nonforfeiture benefits including any
paid-ir. additions under the policys on the basis of an

interest rate no tower than that specified in the policy for
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calcul ating cash surrender valuess

{(d) Inp caleculating the present value of any pald-up
term insurance with accompanying pure endowments if anyy
offerad as a nonforfelture benefite the rates of mortality
assumad may be not. more than those shown in the

commissioner®s 1980 extended term insurance table for

. policies of ordinary insurance and not more than the

commissionar®*s 1961 Industrial extended term insurance table
for policles of industrial insurancee.

{e] For Iinsurance issued on a substandard basiss the
calculation of any such adjusted premiums and present values
may be based on appropriate modifications of the tables set
forth in subsection (8}«

(f) Any ordinary mortality tables adopted after 1980
by the national association of insurance commissioners that
are approved by the commissioner by rule for use in
determining the minimum nonforfeiture standard may be
substituted for the commissioner's 1980 standard ordinary
mortality table wWwith or without 10-year select mortality
factors or for the commissioner®s 1980 extended term
insurance tablee.

{g9) Any industrial mortality tables adopted after 1980
by the national association of insurance commissioners that
are approved by the commissioner by rule for use in

determining the minimum nonforfeiture standard may be
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substituted for the commissicner*'s 1961 s*-~dard industrial
mortality table or the commissioner's 1961 industrial
extendad term insurance tables

{9) The noaforfeiture interest rate per annua for any
policy issued in a particular calendar year must be equal to
125% of the calendar year statutory valuation interest rate
for such policy as defined in the standard valuation laws
Tit'e 33, chapter 2, part 54 rounded to the nearer 1/4% of
1%a

(19) MHotwithstanding any other provision in this <code
to the contrarys any refiling of nonforfeiture valu:s or
their methods of computation for any previously approved
policy form that involves only a change in the interest rate
or mortality table used to compute nonforfeiture values does
not require refiling of any other provisions of that policy
forme

{11} After October 1, 1983, any insurer may file with
the commissioner a written notice of its election to comply
with the provisions of this section after a specified date,
before January lsy 1989y which is the operative date of this
section for such insurer. IFf an insurer makes no such
electionsy the operative date of this section for such
insurer is January Is 198%9.

NEH_SECILOMa Section Te ODetermination of

nonforfeiture wvalues for spacial planse For a plan of life
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insurance that provides for future premium determination the
amounts of which are to be determinea by the insurer based
on then estimates of future experience or for a plan of life
insurance that is of such a nature that minimum values
cannot be determined by the methods describea in [33-20-204
through 33-20-20T7 and section 6]:

(1} the commissioner must be satisfied that the
benefits provided under the plan are substantlally as
favorable to policyholders and insurads as the minimum
benefits otherwise required by [33-20-204 through 33-20-207

and section 613

{21 the commissioner must be satisfied that the
benefits and the pattern of premiums of that plan are not
such as to mislead prospective policyholders or insureds;
and

{3) the cash surrender values and paid-up
nonfor feiture benefits provided by such plan may not be less
than the minimum values and benefits required for the plan
comput 2d by a method consistent with the principles of this
sarte as detarmined by rules promulgated by the
commissioners

saction 8. Section 33-2D-211y MCAe is amended to read:

"33-.20-211s Calculation of values ~»- other requisites.
[1) Ay cash surrender value and any paid-up nonforfeiture

benefit available wunder the policy in the event of default
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in a premium payment due at any time other than on the
policy anniversary shall be calculated with allowance for
tre Yapse of time and the paymant of fractional premiums
beyond the last preceding policy anniversary.

(2} Al values refervred to in [33-20-203 through
33-20~207 and_.sectiop 6] may be calculated wupon the
assumotijon that any death benefit is payabie at the end of
the palicy year.uf deathas

(3) The net value of any paid-up additionss other than
paid-u: term additionss shall be not less than the dividends
amauals used to provide such additions.

{&#) Notwithstanding the provisions of subsections (1)
and +¢2% 4{3) of 33-20-203, additional benefits payable under
the following circumstances shall be disreqgarded in
ascertaining cash surrender values and nonforfelture
benefits required py this parte and no such additional
benefits shall be required to be included in any paid-up
nonforfeiture benefitss

(a) in the event of death or dismemberment by accident
or actidental means;

{p) in the event of total and permanent disability;

{c) as reversionary annuity or deferred reversionary
annuity benefits;

(1) as term insurance benefits provided by a rider or

supplemental policy provision to whiche if issued as a
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separate policys this part would not apply;

{e) as tarm insurance on the life of a child or on the
lives of children provided in a policy on the life of a
parent of the childe if such term insurance expires befare
the child's age is 26y 1is wuniform in amount after the
child®*s age is 1y and has not become paid up by reason of
the death of a parent of the chlld; and

(f) as other policy benefits additional to Tife
insurance and endowment benefits and premiums for 311 such
additional benefits.m

NEM _SECIIONa Section 94 Additional rules for
calcul ating cash surrender valuese (1) This sections in
addition to all other applicable sections of this chaptery
applies to all policies issued on or after January 1y 1987«
Any cash surrender value availadble under the policy upon
default in a premium payment due on any pelicy anniversary
is$ an amount that does not differ by more than 2/1¢ of 1% of
either the amount of insurancey if the insurance is uniform
in amounty or the average amount of insurance at the
beginning of each of the first 10 policy years subtracted
from tne sum of:

{a) the greater of zZero and the basle cash value
specified in subsection {2): and

{b) the present value of any existing paid-up

additions less the amount of any indebtedness to the insurer

-23- HB 592

10

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

AR 3592702

under the policys

{21 The basic cash value is equal to the opresent
values on such anniversarysy of the future guaranteed
pepefits that would nave been provided for by the policys
excluding any existing paid=up additions and befare
deduction of any indebtedness to the insurery if there had
been no default 1less the then present value of the
nonforfeiture factorsey as pravided in subsection {3)
corresponding to premiums that would have fallen due on and
after such anniversary date. Howevery the effects on the
basic cash value of supplementa) life insurance or annuity
benefits or of family coverage, as described in 33-20-233 or
33-20-204¢ whichever is applicable, are the same =25 the
effects specifiad in 33-20-203 or 33-20~204s whichever Is
applicabley on the cash surrender values defined in that
sectione

{3) The nonforfeiture factor for each policy year is
an amount equal to a percentage of the adjusted premium fFor
the policy vyearey as defined in 33-20-204 or [section &)y
whicnever is applicables. Except as is required by subsection
{4)y the percentage:

{a) must be the same percentage for each policy year
between the second policy arniversary date and the later of
the fifth policy anniversary date and the first policy

anniversary date at which there is avajitab¥e undee the
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pelicy a cash surrender value in an amounts before including
any paid-up additions and before daducting any indebtednesss
of at least 2/10 of 1% of either the amount of insurances if
the iiysurance is uniform in amounts or the average amount of
insurance at the beginning of each of the Ffirst 10 policy
years; and

[0) wnust be such that no percentage after the later of
the two policy anniversary dates specified in subsection
{3)(a) applies to less than 5 consecutive policy years.

{+) No basic cash value may be less than the value
that would be obtained §if the adjusted premiums for the
policys as provided in 33-20-204 or {section é&]y whichever
is applicables were substituted for the nonforfeiture
factors in the calculation of the basic cash values.

{5) Adjusted premiums and present values referred to
in this section muste for a particular policys be calculated
on the same mortality and interest bases as are used in
demonstrating the policy's compliance with the other
sections of this parte The cash surrender values referred to
in this section include any endowment benefits provided for
by the palicy.

(6) A cash surrender value available other than upon
default in a premium payment due on a pelicy anniversary
date and the amount of any paid-up nonforfeiture benefit

available wunder the policy in the event of default in a
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premiun payment are determined consistently with provisions
specified for determining the analogous minimum amounts in
33-20-202 through 33-20-20%, fsection &}y and 33-20-211la The
amounts of any cash surrander wvalues and of any paid-up
nonforfeiture benefits granted in connection with additional
benefits such as those listed in 33-20-211(%) must conform
with the principlies of this sectiocn.

Saction 10. Section 33-20-212y MLAy is amended to
read:

=33-20-212. Exceptions. [l} This part she}¥ dnes not
apply toi any

{31 reinsurancev;

{hl group insurancey;

ic)_.2 pure endowmentyi

tdl__an annuity or reversionary annuity contractel

{2} or-to-any 2 term policy of uniform amounty that
proyidas_.oe. guacaokeed. ponforfeiture or_godowmpent benefits.
or renewal thereofs of 35 20 years or tess explring before
age 56 I1 for which uniform premiums are payable during the
entire term of the policy;

LL} er-te-amny 3 term policy of decreasing amount that
nroxides..0g guarantesd ponforfoiture ar_endownent bepefitss
on which each adjusted premiumy c3lculated as specified in
{33-20-204 through 33-20~207 apd section 6}y is less than

the aitjusted premiums S0 calculated on a8 terg poticy gf
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upifora__amouote _or__reaewal _thereofs _which  provides . ne
guaranteed_nonforfeiture or_epdowment beoefilss issued at
the same age and for the same ipnitial amount of Insurance
for-a-term-dafined-as—fo+tows apnd for_a term of 20 years _or
less _expicing before age Jls for which uniforw presiums arce
payable during.the_eatire tegw of the policysi

+iy--For-ages-at-issne~50-and-vadery-the-term—-shati--ne
1E—yunrse

t2y~~Fhereaftery-~the-—terpn~-—-sheti--decrense-i-year—for
esch-year-of-age-beyond-56s

13)__a _ pclicy _which ___provides . _no __ guarapieed
oooforfeiture or _endowmeot beoefits for. which. the casb
surcender yaju=e If 20ye _or present._v2lue _of _aogy _pajd-up
acoforfeiture. bangfit _at the keginoing.of_ agy. policy years
caloulatad as.sgecified jo [33220:203 rheough.33-20-207. _apd
Section. _£Ja dogs not cxcesd 2.53%.0f the amount_of jozyrance
at_the begioning of the same policy ysaci

(hi__a policy that _is__delivered _outside _this _state
kheough _an__agent__or__gther _representative of the insucer
isspioag tha policya

123 __For pucposes_ of subsection (lls the age at_ _expiry
for. a_Joint term life insuraoge policy is the age at expiry
of the_oldest lifes*

NEM_SECTIONs Section 1la Codification instructione

Sections 6s 7» and 9 are intended to be codified as an
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integral part of Title 33, chapter 20y "t Zs and the

provisions of Title 33 apply to sections 69 Ty and 9.
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