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H O U S E  B I L L  N O. 872 

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to i n t e r e s t  rat es  u s e d  i n  c a l c u l a t i n g

r e s e r v e s  f or li f e  i n s u r a n c e  p o l i c i e s ;  a n d  p r o v i d i n g  for  

a n  e f f e c t i v e  d a t e ."

B E  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF ALASK A:

* S e c t i o n  1. A S  2 1 . 1 8 . 1 1 0 ( b )  is a m e n d e d  to read:

(b) T h i s  s u b s e c t i o n  a p p l i e s  to o n l y  t h o s e  p o l i c i e s  a n d  c o n t r a c t s  

i s s u e d  o n  o r  a f t e r  the o p e r a t i v e  d a t e  o f  AS 2 1 . 4 5 . 3 0 0  e x c e p t  as o t h e r­

w i s e  p r o v i d e d  i n  (6) o f  t his s u b s e c t i o n  for g r o u p  a n n u i t y  a n d  p u r e  e n­

do w m e n t  c o n t r a c t s  i s s u e d  b e f o r e  t h a t  o p e r a t i v e  d a t e :

(1) E x c e p t  as o t h e r w i s e  p r o v i d e d  in  (6) o f  this s u b s e c t i o n ,  

th e [THE] m i n i m u m  s t a n d a r d  f o r  th e v a l u a t i o n  of al l t h e s e  p o l i c i e s  a n d  

c o n t r a c t s  s h a l l  b e  t h e  C o m m i s s i o n e r ' s  R e s e r v e  V a l u a t i o n  M e t h o d s  [METHOD] 

d e f i n e d  in  ( b ) ( 2 ) , (7) a n d  (8) o f  th i s  se ction, t h r e e  a n d  o n e - h a l f  

[3 1/2] p e r  c e n t  i n t e r e s t ,  o r  in t he c a s e  o f  p o l i c i e s  a n d  c o n t r a c t s , 

o t h e r  t h a n  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s ,  i s s u e d  o n  o r  a f t e r  

J u l y  1, 1978, f i v e  a n d  o n e - h a l f  p e r  c e n t  i n t e r e s t  fo r s i n g l e  p r e m i u m  

li f e  i n s u r a n c e  p o l i c i e s  a n d  f o u r  a n d  o n e - h a l f  p e r  ce n t  i n t e r e s t  fo r all 

o t h e r  p o l i c i e s , a n d  t h e  f o l l o w i n g  t a b l e s  :

(A) fo r al l o r d i n a r y  p o l i c i e s  of  l i f e  i n s u r a n c e  i s s u e d  

o n  th e s t a n d a r d  ba s i s ,  e x c l u d i n g  d i s a b i l i t y  a n d  a c c i d e n t a l  d e a t h  

b e n e f i t s  i n  t h e  p o l i c i e s  ^  the  C o m m i s s i o n e r ' s  1 9 5 8  S t a n d a r d  

O r d i n a r y  M o r t a l i t y  Table, e x c e p t  t h a t  f o r  a c a t e g o r y  o f  p o l i c i e s  

i s s u e d  o n  f e m a l e  risks, m o d i f i e d  n e t  p r e m i u m s  a n d  p r e s e n t  v a lu es , 

r e f e r r e d  to  i n  (b)(2) o f  this s e c t i o n  m a y  b e  c a l c u l a t e d  [--]
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a c c o r d i n g  to an age n o t  m o r e  t h a n  s i x  [THREE] y e a r s  y o u n g e r  t h a n  the 

a c t u a l  age  of t h e  i n s u r e d ;

(B) for all i n d u s t r i a l  l i f e  i n s u r a n c e  p o l i c i e s  i s s u e d  

on the s t a n d a r d  b a s i s , e x c l u d i n g  d i s a b i l i t y  a n d  a c c i d e n t a l  d e a t h  

b e n e f i t s  in the p o l i c i e s  ~~ the 1941  S t a n d a r d  I n d u s t r i a l  M o r t a l i t y  

T a b l e  for  the p o l i c i e s  i s s u e d  b e f o r e  the o p e r a t i v e  [EFFECTIVE] d a t e j 

o f  A S  2 1 . 4 5 . 300(j )_j_ o f  th e S t a n d a r d  N o n f o r f e i t u r e  Law, a n d  the ]

C o m m i s s i o n e r 's 1961 S t a n d a r d  I n d u s t r i a l  M o r t a l i t y  T a b l e  for t he  j

p o l i c i e s  i s s u e d  on o r  a f t e r  th e o p e r a t i v e  d a t e ; j

(C) f o r  i n d i v i d u a l  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s ,

e x c l u d i n g  d i s a b i l i t y  a n d  a c c i d e n t a l  d e a t h  b e n e f i t s  in the  p o l i c i e s  

-- t h e  1937 S t a n d a r d  A n n u i t y  M o r t a l i t y  T a b l e , o r , at the  o p t i o n  of 

the i n s u r e r , t h e  A n n u i t y  M o r t a l i t y  T a b l e  f o r  1949, u l t i m a t e ,  o r  

a n y  m o d i f i c a t i o n  of e i t h e r  of t h e s e  ta b l e s  a p p r o v e d  b y  the  d i r e c­

tor;

(D) for g r o u p  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s , e x­

cl u d i n g  d i s a b i l i t y  a n d  a c c i d e n t a l  d e a t h  b e n e f i t s  in the p o l i c i e s  --

the g r o u p  a n n u i t y  m o r t a l i t y  t a b l e  f or  1951, a n y  m o d i f i c a t i o n  o f  t he  

t a b l e  a p p r o v e d  b y  the d i r e c t o r ,  o r , at the o p t i o n  o f  the i n s u r e r , 

a n y  of  the ta bl e s  o r  m o d i f i c a t i o n s  o f  t a b l e s  s p e c i f i e d  fo r i n d i v i­

dual a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s ;

(E) for t o t a l  a n d  p e r m a n e n t  d i s a b i l i t y  b e n e f i t s  in o r  

s u p p l e m e n t a r y  to o r d i n a r y  p o l i c i e s  o r  c o n t r a c t s  -- the tab les  o f  

p e r i o d  2 d i s a b l e m e n t  r a t e s  a n d  the 193 0 to 1 950 t e r m i n a t i o n  r a t e s  

of  the 1952  d i s a b i l i t y  s t u d y  of  the s o c i e t y  of a c t u a r i e s , w i t h  due 

r e g a r d  to the t y p e  o f  b e n e f i t ; the t a b l e  s h a l l , for  a c t i v e  l i v e s , 

be  c o m b i n e d  w i t h  a m o r t a l i t y  t a b l e  p e r m i t t e d  f or  c a l c u l a t i n g  t h e  

r e s e r v e s  for l i f e  i n s u r a n c e  p o l i c i e s ;

(F) for a c c i d e n t a l  d e a t h  b e n e f i t s  in o r  s u p p l e m e n t a r y  to 
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policies ^  the 1959 Accidental Death Benefits Table [--] combined 

with a mortality table permitted for calculating the reserves for 

life insurance p olicies;

(G) for group life insurance, life insurance issued on 

the substandard basis and other special benefits tables approved 

by the director.

(2) Except as otherwise provided in (5) and (8) of this sub­

section, reserves [RESERVES] according to the Commissioner's Reserve 

Valuation Method, for the life insurance and endowment benefits of po­

licies providing for a uniform amount of insurance and requiring the 

payment of uniform premiums shall be the excess, if any, of the present 

value, at the date of valuation, of the future guaranteed benefits pro­

vided for by the policies, over the then present value of any future 

modified net pre m i u m s ; the modified net premiums for the policy shall be 

the uniform percentage of the respective contract premiums for the bene­

fits that the present value, at the date of issue of the policy, of all 

the modified net premiums shall be equal to the sum of then present 

value of the benefits provided for by the policy and the excess of (A) 

over (B), as f o llows:

(A) a net level annual premium equal to the present 

value, at the date of issue, of the benefits provided for after the 

first policy year, divided by the present value, at the date of 

issue of an annuity of one a year [PER CENT PER ANNUM] payable

on the first and each subsequent anniversary of the policy on which 

a premium falls due; ho w e v e r , [PROVIDED, THAT] the net level annual 

premium may [SHALL] not exceed the net level annual premium on the 

19 year premium whole life plan for insurance of the same amount at 

an age one year higher than the age at issue of the policy;

(B) a net one-year term premium for the benefits provided

-3- HB 872
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for in the first p o l i c y  y e a r ;

(C) r e s e r v e s  a c c o r d i n g  to the  C o m m i s s i o n e r ' s  R e s e r v e  

V a l u a t i o n  M e t h o d  for

(i) l if e  i n s u r a n c e  p o l i c i e s  p r o v i d i n g  for a 

v a r y i n g  a m o u n t  o f  i n s u r a n c e  or r e q u i r i n g  the p a y m e n t  o f  v a r y i n g  

p r e m i u m s ,

(ii) g r o u p  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s  p u r ­

c h a s e d  u n d e r  a r e t i r e m e n t  p l a n  o r  p l a n  o f  d e f e r r e d  c o m p e n s a -  J

tion, e s t a b l i s h e d  or  m a i n t a i n e d  b y  an e m p l o y e r  ( i n c l u d i n g  a I_      j

p a r t n e r s h i p  o r  s ol e  p r o p r i e t o r s h i p )  o r  b y  an e m p l o y e e  o r g a n i z a­

tion, or b y  both, o t h e r  t h a n  a p l a n  p r o v i d i n g  i n d i v i d u a l  r e­

ti r e m e n t  a c c o u n t s  or  i n d i v i d u a l  r e t i r e m e n t  a n n u i t i e s  u n d e r  

s e c . 408 of  the I n t e r n a l  R e v e n u e  Code, as a m e n d e d ,

(iii) d i s a b i l i t y  a n d  a c c i d e n t a l  d e a t h  b e n e f i t s  i n  all 

p o l i c i e s  a n d  c o n t r a c t s ,

(iv) all o t h e r  b e n e f i t s , e x c e p t  l i f e  i n s u r a n c e  a n d  

e n d o w m e n t  b e n e f i t s  in li f e  i n s u r a n c e  p o l i c i e s  a n d  b e n e f i t s  

p r o v i d e d  b y  all o t h e r  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s , 

s h a l l  b e  c a l c u l a t e d  b y  a m e t h o d  c o n s i s t e n t  w i t h  the  p r i n c i p l e s  

of  ( b ) (2) of  this s e c t i o n , e x c e p t  that a n y  e x t r a  p r e m i u m s  

c h a r g e d  b e c a u s e  o f  i m p a i r m e n t s  o r  s p e c i a l  h a z a r d s  s h a l l  be  

d i s r e g a r d e d  in the  d e t e r m i n a t i o n  o f  m o d i f i e d  n e t  p r e m i u m s .

(3) In n o  e v e n t  m a y  a n  i n s u r e r 1s a g g r e g a t e  r e s e r v e s  for all 

li f e  i n s u r a n c e  p o l i c i e s , e x c l u d i n g  d i s a b i l i t y  a n d  a c c i d e n t a l  d e a t h  b e n e ­

fits, b e  less  t h a n  the  a g g r e g a t e  r e s e r v e s  c a l c u l a t e d  in a c c o r d a n c e  w i t h

the m e t h o d s  [METHOD] set o ut  in ( b ) (2), (5) a n d  (8) o f  t his se ct io n,  a n d
-

the m o r t a l i t y  t a b l e  or  t a b l e s  a n d  r a t e  or r a t e s  of i n t e r e s t  u s e d  in 

c a l c u l a t i n g  n o n f o r f e i t u r e  b e n e f i t s  for s u c h  p o l i c i e s .

(4) R e s e r v e s  f or  a n y  c a t e g o r y  of  p o l i c i e s , c o n t r a c t s  or 

HB 8 72  -4-



b e n e f i t s  as e s t a b l i s h e d  b y  th e d i r e c t o r ,  m a y  b e  c a l c u l a t e d  at t he  o p t i o n  

o f  t he i n s u r e r  a c c o r d i n g  to s t a n d a r d s  w h i c h  p r o d u c e  g r e a t e r  a g g r e g a t e  

r e s e r v e s  f o r  the c a t e g o r y  t h a n  t h o s e  c a l c u l a t e d  a c c o r d i n g  to the m i n i m u m  

s t a n d a r d  p r o v i d e d  in  this  se ct ion , b u t  the ra t e  or  r a t e s  of  i n t e r e s t  

u s e d  for  p o l i c i e s  a n d  c o n t r a c t s , o t h e r  t h a n  a n n u i t y  a n d  p u r e  e n d o w m e n t  

c o n t r a c t s , m a y  n o t  b e  h i g h e r  t h a n  t he  c o r r e s p o n d i n g  r a t e  o r  r a t e s  o f  

i n t e r e s t  u s e d  i n  c a l c u l a t i n g  n o n f o r f e i t u r e  [NONF EIT UR E]  b e n e f i t s  p r o­

v i d e d  for  i n  t h e  p o l i c y  o r  c o n t r a c t  [THEREIN; P R O V I D E D  T H A T  R E S E R V E S  F O R  

P A R T I C I P A T I N G  L I F E  I N S U R A N C E  P O L I C I E S  MAY,  W I T H  T H E  C O N S E N T  O F  T H E  D I ­

RECTOR,  B E  C A L C U L A T E D  A C C O R D I N G  T O  A  R A T E  OF I N T E R E S T  L O W E R  T H A N  T H E  

R A T E  O F  I N T E R E S T  U S E D  I N  C A L C U L A T I N G  T H E  N O N F O R F E I T U R E  B E N E F I T S  IN THE  

T P O L I C I E S , W I T H  T H E  F U R T H E R  P R O V I S O  T H A T  IF T H E  L O W E R  R A T E  D I F F E R S  F R O M  

T H E  R A T E  U S E D  I N  T H E  C A L C U L A T I O N  O F  T H E  N O N F O R F E I T U R E  B E N E F I T S  B Y  M O R E  

T H A N  1/2 P E R  C E N T  T H E  I N S U R E R  I S S U E I N G  T H E  P O L I C I E S  S H A L L  F I L E  W I T H  T H E  

D I R E C T O R  A  P L A N  P R O V I D I N G  F O R  T H E  E Q U I T A B L E  I N C R E A S E S , IF ANY, IN T H E  

C A S H  S U R R E N D E R  V A L U E S  A N D  N O N F O R F E I T U R E  B E N E F I T S  IN T H E  P O L I C I E S  AS  T H E  

D I R E C T O R  A P P R O V E S ] .

(5) I f  in  a n y  c o n t r a c t  y e a r  [ D E F I C I E N C Y  R E S E R V E S : IF] the 

g r o s s  p r e m i u m  c h a r g e d  b y  a l i f e  i n s u r e r  o n  a p o l i c y  o r  c o n t r a c t  is less 

t h a n  t h e  v a l u a t i o n  n e t  p r e m i u m  fo r t h e  p o l i c y  or  c o n t r a c t  c a l c u l a t e d  by  

t h e  [ A C C O R D I N G  T O  T H E  M O R T A L I T Y  T A B L E , R A T E  O F  I N T E R E S T  AND] m e t h o d  u s e d  

in  c a l c u l a t i n g  t h e  r e s e r v e  o n  the p o l i c y  o r  c o n t r a c t  b u t  u s i n g  the m i n i­

m u m  v a l u a t i o n  s t a n d a r d s  o f  m o r t a l i t y  a n d  r a t e  o f  i n t e r e s t , the m i n i m u m  

r e s e r v e  r e q u i r e d  f o r  t h a t  p o l i c y  o r  c o n t r a c t  sh al l b e  the g r e a t e r  of 

e i t h e r  t h e  r e s e r v e  c a l c u l a t e d  a c c o r d i n g  to th e m o r t a l i t y  t a b l e , r a t e  of  

in t e r e s t ,  a n d  m e t h o d  a c t u a l l y  u s e d  f o r  the p o l i c y  or  c o n t ra ct , or the 

r e s e r v e  c a l c u l a t e d  b y  t h e  m e t h o d  a c t u a l l y  u s e d  for t he  p o l i c y  or c o n­

t r a c t  b u t  u s i n g  t h e  m i n i m u m  s t a n d a r d s  o f  m o r t a l i t y  a n d  r a t e  o f  i n t e r e s t  

a n d  r e p l a c i n g  t h e  v a l u a t i o n  n e t  p r e m i u m  b y  the  a c t u a l  g r o s s  p r e m i u m  in
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e a c h  c o n t r a c t  y e a r  fo r  w h i c h  th e  v a l u a t i o n  n e t  prem ium  e x c e e d s  the

a c t u a l  g r os s p r e m i u m  [, T H E R E  S H A L L  B E  M A I N T A I N E D  O N  T H E  P O L I C Y  O R  

C O N T R A C T  A  D E F I C I E N C Y  R E S E R V E  IN A D D I T I O N  TO  A L L  O T H E R  R E S E R V E S  R E Q U I R E D  

BY LAW; F O R  E A C H  P O L I C Y  O R  C O N T R A C T  T H E  D E F I C I E N C Y  R E S E R V E  S H A L L  BE T H E  

P R E S E N T  V A L U E , A C C O R D I N G  T O  T H E  STAN DA RD , O F  A N  A N N U I T Y  OF  T H E  D I F­

F E R E N C E  B E T W E E N  T H E  N E T  P R E M I U M  A N D  T H E  P R E M I U M  C H A R G E D  F O R  T H E  P O L I C Y  I

O R  C O N T R A C T , R U N N I N G  F O R  T H E  R E M A I N D E R  O F  T H E  P R E M I U M - P A Y I N G  P E R I O D ] . j

(6) Th e m i n i m u m  s t a n d a r d  fo r the v a l u a t i o n  of  a ll  i n d i v i d u a l  

a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s  i s s u e d  o n  or a f t e r  the o p e r a t i v e  

d a t e  o f  thi s p a r a g r a p h  as set o u t  i n  (7) o f  thi s s u b s e c t i o n  a n d  fo r all  

a n n u i t i e s  a n d  p u r e  e n d o w m e n t s  p u r c h a s e d  o n  o r  a f t e r  t h a t  d a t e  u n d e r  g r o u p  

a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s , s h a l l  be the C o m m i s s i o n e r ' s  R e ­

ser v e  V a l u a t i o n  M e t h o d s  d e f i n e d  in (2) a n d  (8) o f  this s u b s e c t i o n  a n d  

the f o l l o w i n g  t ab l e s  a n d  i n t e r e s t  r a t e s :

(A) for i n d i v i d u a l  s i n g l e  p r e m i u m  i m m e d i a t e  a n n u i t y  c o n­

tracts , e x c l u d i n g  a n y  d i s a b i l i t y  a n d  a c c i d e n t a l  d e a t h  b e n e f i t s  in 

s u c h  c o n t r a c t s  -- t h e  19 7 1  i n d i v i d u a l  a n n u i t y  m o r t a l i t y  t a b l e , or 

a ny  m o d i f i c a t i o n  o f  this t a b l e  a p p r o v e d  b y  th e c o m m i s s i o n e r , a n d  

s e v e n  a n d  o n e - h a l f  p e r  c e n t  i n t e r e s t ;

(B) f or i n d i v i d u a l  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s , I 

o t h e r  t h a n  s i n g l e  p r e m i u m  i m m e d i a t e  a n n u i t y  c o n t r a c t s , e x c l u d i n g

a n y  d i s a b i l i t y  a n d  a c c i d e n t a l  d e a t h  b e n e f i t s  in s u c h  c o n t r a c t s  -- 

the 1 971 i n d i v i d u a l  a n n u i t y  m o r t a l i t y  t a b l e , o r  a n y  m o d i f i c a t i o n  o f  

this t a b l e  a p p r o v e d  b y  th e c o m m i s s i o n e r ,  a n d  fiv e  a n d  o n e - h a l f  p e r  

cent i n t e r e s t  for s i n g l e  p r e m i u m  d e f e r r e d  a n n u i t y  a n d  p u r e  e n d o w -

m e n t  c o n t r a c t s  a n d  f ou r  a n d  o n e - h a l f  p e r  c ent i n t e r e s t  for all. . _ _ _ _ _ _     — _ _ _ _ _ -------- __

o t h e r  s u c h  i n d i v i d u a l  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s ;

(C) for a ll  a n n u i t i e s  a n d  p u r e  e n d o w m e n t s  p u r c h a s e d  

Q n d e r  g r o u p  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s , e x c l u d i n g  a n yHB 872 -6



d i s a b i l i t y  a n d  a c c i d e n t a l  d e a t h  b e n e f i t s  p u r c h a s e d  u n d e r  s u c h  c o n­

tr a c t s  the  1 9 7 1  g r o u p  a n n u i t y  m o r t a l i t y  table, o r  a n y  m o d i f i c a­

t i o n  of  th i s  t a b l e  a p p r o v e d  b y  th e c o m m i s s i o n e r ,  a n d  s e v e n  a n d  one- 

h a l f  p e r  c e n t  in t e r e s t .

(7) A f t e r  J u l y  1, 1978, a n d  i n s u r e r  m a y  fi l e  w i t h  t h e  di re c-  

t o r  a w r i t t e n  n o t i c e  o f  its e l e c t i o n  to c o m p l y  w i t h  t he  p r o v i s i o n s  of  (6) 

o f  t hi s  s u b s e c t i o n  a f t e r  a s p e c i f i e d  d at e  b e f o r e  J a n u a r y  1, 1979, w h i c h  

s h a l l  b e  t h e  o p e r a t i v e  d a t e  o f  t h a t  r e q u i r e m e n t  for th e in su r e r ;  h o w­

ever, an  i n s u r e r  m a y  e l e c t  a d i f f e r e n t  o p e r a t i v e  d a t e  for i n d i v i d u a l  

a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s  f r o m  t ha t  e l e c t e d  fo r g r o u p  a n n u i t y  

a n d  p u r e  e n d o w m e n t  c o n t r a c t s . I f  a n  i n s u r e r  m a k e s  n o  e l e c t i o n ,  the  

o p e r a t i v e  d a t e  o f  (6) o f  this  s u b s e c t i o n  fo r th e i n s u r e r  is J a n u a r y  1, 

1979.

(8) T hi s  s e c t i o n  a p p l i e s  to al l a n n u i t y  a n d  p u r e  e n d o w m e n t  

c o n t r a c t s  o t h e r  t h a n  g r o u p  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s  p u r c h a s e d  

u n d e r  a r e t i r e m e n t  p l a n  o r  p l a n  of  d e f e r r e d  c o m p e n s a t i o n ,  e s t a b l i s h e d  or 

m a i n t a i n e d  b y  a n  e m p l o y e r  ( i n c l u d i n g  a p a r t n e r s h i p  or  s ol e  p r o p r i e t o r­

ship) or  b y  a n  e m p l o y e e  o r g a n i z a t i o n ,  o r  b y  both, o t h e r  t h a n  a p l a n  p r o­

v i d i n g  i n d i v i d u a l  r e t i r e m e n t  a c c o u n t s  o r  i n d i v i d u a l  r e t i r e m e n t  a n n u i t i e s  

u n d e r  sec. 408  of  t h e  I n t e r n a l  R e v e n u e  C o d e , as a me n d e d .  R e s e r v e s  

a c c o r d i n g  to t h e  C o m m i s s i o n e r 1s A n n u i t y  R e s e r v e  M e t h o d  for  b e n e f i t s  

u n d e r  a n n u i t y  o r  p u r e  e n d o w m e n t  c o n t r a c t s , e x c l u d i n g  a n y  d i s a b i l i t y  a n d  

a c c i d e n t a l  d e a t h  b e n e f i t s  i n  t h o s e  c o n t r a c t s , s h a l l  be t h e  g r e a t e s t  o f  

th e r e s p e c t i v e  e x c e s s e s  o f  t h e  p r e s e n t  v al ue s, at th e d a t e  o f  v a l u a t i o n ,  

o f  t h e  f u t u r e  g u a r a n t e e d  b e n e f i t s , i n c l u d i n g  g u a r a n t e e d  n o n f o r f e i t u r e  

b e n e f i t s , p r o v i d e d  f o r  b y  t h o s e  c o n t r a c t s  at the e n d  of  e a c h  r e s p e c t i v e  

c o n t r a c t  y ear, o v e r  th e p r e s e n t  v a l u e , at the da t e  of v a l u a t i o n ,  of  a ny 

f u t u r e  v a l u a t i o n  c o n s i d e r a t i o n s  d e r i v e d  f r o m  f u t u r e  gro s s  co nsiterations,. 

r e q u i r e d  b y  t h e  t e r m s  o f  s u c h  c o n t r a c t ,  t h a t  b e c o m e  p a y a b l e  b e f o r e  the
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e n d  o f  that r e s p e c t i v e  c o n t r a c t  y e a r . T h e  f u t u r e  g u a r a n t e e d  b e n e f i t s  

sh al l b e  d e t e r m i n e d  b y  u s i n g  the m o r t a l i t y  table, if a n y , a n d  the  i n­

te r e s t  rate, or r a t e s , s p e c i f i e d  in s u c h  c o n t r a c t s  for d e t e r m i n i n g  

g u a r a n t e e d  b e n e f i t s . T h e  v a l u a t i o n  c o n s i d e r a t i o n s  ar e th e p o r t i o n s  of 

the r e s p e c t i v e  gro ss  c o n s i d e r a t i o n s  a p p l i e d  u n d e r  the  t e r m s  o f  t h o s e  j

c o n t r a c t s  to d e t e r m i n e  n o n f o r f e i t u r e  v a l u e s . !
   ”  “      “ -------

*  Sec, 2, A S  2 1 . 4 5 . 3 0 0 ( 1 )  is a m e n d e d  to read: i

(i) A l l  adj u s t e d  p r e m i u m s  a n d  p r e s e n t  v a l u e s  r e f e r r e d  to in this

i
s e c t i o n  s h a l l  for  all p o l i c i e s  of  o r d i n a r y  i n s u r a n c e  b e  c a l c u l a t e d  on  

the  b a s i s  o f  the C o m m i s s i o n e r ' s  1958 S t a n d a r d  O r d i n a r y  M o r t a l i t y  Table, 

e x c e p t  t ha t  for a n y  c a t e g o r y  of o r d i n a r y  i n s u r a n c e  i s s u e d  o n  f e m a l e  

r i s k s , a d j u s t e d  p r e m i u m s  a n d  p r e s e n t  v a l u e s  m a y  b e  c a l c u l a t e d  a c c o r d i n g  

to a n  ag e n o t  m o r e  t h a n  si x [THREE] y e a r s  y o u n g e r  t h a n  the a c t u a l  a g e  I 

of  the insured. E x c e p t  as p r o v i d e d  in (j) o f  this sec tion, t h e  c a l c u l a­

tions for all p o l i c i e s  o f  i n d u s t r i a l  i n s u r a n c e  s h a l l  b e  m a d e  o n  the j

b a s i s  of  the 1941 S t a n d a r d  I n d u s t r i a l  M o r t a l i t y  T a b l e . A l l  c a l c u l a t i o n s  

sh al l be m a d e  on the b a s i s  o f  t he  r at e  o f  i n t e r e s t  [, N O T  E X C E E D I N G  

T H R E E  A N D  O N E - H A L F  P E R  C E N T  A  Y E A R , ] s p e c i f i e d  in the p o l i c y  f or calcula-j 

t i n g  c a s h  s u r r e n d e r  v a l u e s  a n d  p a i d - u p  n o n f o r f e i t u r e  b e n e f i t s ; h o w e v e r , 

that s p e c i f i e d  r a t e  o f  i n t e r e s t  m a y  n o t  e x c e e d  t h r e e  a n d  o n e - h a l f  p e r

cent a y e a r  e x c e p t  th a t  a r at e  o f  i n t e r e s t  n o t  e x c e e d i n g  f ive a n d  one -

h a l f per ce n t  a y e a r  m a y  be u s e d  for p o l i c i e s  i s s u e d  o n  or a f t e r  J u l y  1,

1978, e x c e p t  t hat fo r a n y  s i n g l e  p r e m i u m  w h o l e  life  o r  e n d o w m e n t  in-

s u r a n c e  p o l i c y  a r a t e  of i n t e r e s t  n o t  e x c e e d i n g  s i x  a n d  o n e - h a l f  p e r

cent a y e a r  m a y  b e  u s e d  a n d  [,] e x c e p t  t h a t  i n  c a l c u l a t i n g  the p r e s e n t

v a l u e  of  p a i d - u p  t e r m  insurance, w i t h  a c c o m p a n y i n g  p u r e  e n d o w m e n t , if 

any, o f f e r e d  as a n o n f o r f e i t u r e  b e n e f i t , th e r a t e s  of  m o r t a l i t y  a s s u m e d  

in the ca s e  o f  p o l i c i e s  o f  o r d i n a r y  i n s u r a n c e ,  m a y  b e  n o t  m o r e  t h a n  those 

s h o w n  in the C o m m i s s i o n e r ' s  1958  E x t e n d e d  T e r m  I n s u r a n c e  Table, a n d  in 
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t h e  c a s e  o f  p o l i c i e s  o f  i n d u s t r i a l  i n s u r a n c e , m a y  b e  n o t  m o r e  t h a n  130

p e r  c e n t  o f  the  r a t e s  of  m o r t a l i t y  a c c o r d i n g  to the  194 1 S t a n d a r d  I n­

d u s t r i a l  M o r t a l i t y  T a b l e , a n d  [(2)] for i n s u r a n c e  i s s u e d  on  a s u b s t a n­

d a r d  b a s i s , t h e  c a l c u l a t i o n  o f  t h e  a d j u s t e d  p r e m i u m s  a n d  p r e s e n t  v a l u e s  

m a y  b e  b a s e d  o n  s u c h  o t h e r  t a b l e  o f  m o r t a l i t y  as m a y  be s p e c i f i e d  b y  

th e i n s u r e r  a n d  a p p r o v e d  b y  th e d i r e c t o r .

* S e c . 3. AS  2 1 . 4 5 . 3 0 0 (j) is a m e n d e d  to read:

(j) In  c a s e  o f  i n d u s t r i a l  p o l i c i e s  i s s u e d  on  or  a f t e r  th e o p e r a t i v e  

d a t e  o f  this  s u b s e c t i o n  as d e f i n e d  in (k) o f  this sec tion, all a d j u s t e d  

p r e m i u m s  a n d  p r e s e n t  v a l u e s  r e f e r r e d  to in this s e c t i o n  s h a l l  b e  c a l c u­

l a t e d  o n  the  b a s i s  o f  t h e  C o m m i s s i o n e r s  1961 S t a n d a r d  I n d u s t r i a l  

M o r t a l i t y  T a b l e  a n d  the  r a t e  of  i n t e r e s t  [, N O T  E X C E E D I N G  T H R E E  A N D  ON E -  

H A L F  P E R  C E N T  A  Y E A R , ] s p e c i f i e d  in the p o l i c y  for c a l c u l a t i n g  c a s h  

s u r r e n d e r  v a l u e s  a n d  p a i d - u p  n o n f o r f e i t u r e  b e n e f i t s ; h o w e v e r , tha t  s p e­

c i f i e d  r a t e  of  i n t e r e s t  m a y  n o t  e x c e e d  t h r e e  a n d  o n e - h a l f  p e r  cen t  a 

y e a r  e x c e p t  t h a t  a r a t e  o f  i n t e r e s t  n o t  e x c e e d i n g  fiv e a n d  o n e - h a l f  p e r  

ce n t  a y e a r  m a y  b e  u s e d  for p o l i c i e s  i s s u e d  o n  or a f t e r  J u l y  1, 1978, 

e x c e p t  t h a t  f o r  a n y  s i n g l e  p r e m i u m  w h o l e  l i f e  o r  e n d o w m e n t  i n s u r a n c e  

p o l i c y  a r a t e  o f  i n t e r e s t  n o t  e x c e e d i n g  s i x  a n d  o n e - h a l f  p e r  c e n t  a y e a r  

m a y  be  u s e d  a n d  [,] e x c e p t  t h a t  i n  [AS O T H E R W I S E  P R O V I D E D  IN T H I S  S U B­

S E C T I O N  . IN] c a l c u l a t i n g  the p r e s e n t  v a l u e  of  [A] p a i d - u p  t e r m  i n­

s u r a n c e  w i t h  a c c o m p a n y i n g  p u r e  e n d o w m e n t , if any, o f f e r e d  as a n o n f o r­

fe i t u r e  b e n e f i t , t h e  r a t e s  of  m o r t a l i t y  a s s u m e d  m a y  b e  n o t  m o r e  t h a n  

t h o s e  s h o w n  in t h e  C o m m i s s i o n e r s  196 1 I n d u s t r i a l  E x t e n d e d  T e r m  I n s u r a n c e  

Table. T h e  c a l c u l a t i o n  o f  the  a d j u s t e d  p r e m i u m s  a n d  p r e s e n t  v a l u e s  

[V A L U E ] fo r i n s u r a n c e  i s s u e d  o n  a s u b s t a n d a r d  b a s i s  m a y  b e  b a s e d  o n  a 

t a b l e  o f  m o r t a l i t y  s p e c i f i e d  b y  th e i n s u r e r  a n d  a p p r o v e d  b y  th e di re ct or .

* S e c . 4. A S  2 1 . 4 5  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to read:

Sec. 2 1 . 4 5 . 3 0 5 .  S T A N D A R D  N O N F O R F E I T U R E  L A W  F O R  I N D I V I D U A L  D E F E R R E D
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a n n u i t y  p u r c h a s e d  u n d e r  a r e t i r e m e n t  p l a n  or  p l a n  of  d e f e r r e d  c o m p e n s a­

ti o n  e s t a b l i s h e d  o r  m a i n t a i n e d  b y  an e m p l o y e r  ( i n c l u d i n g  a p a r t n e r s h i p  

or sole  p r o p r i e t o r s h i p )  or  b y  an e m p l o y e e  o r g a n i z a t i o n ,  o r  b y  both, 

o t h e r  t h a n  a p l a n  p r o v i d i n g  i n d i v i d u a l  r e t i r e m e n t  a c c o u n t s  or i n d i v i d u a l  

r e t i r e m e n t  a n n u i t i e s  u n d e r  sec. 40 8 o f  the I n t e r n a l  R e v e n u e  C o d e , as 

a m e n d e d , p r e m i u m  d e p o s i t  fund, v a r i a b l e  a n n u i t y , i n v e s t m e n t  a n n u i t y , 

i m m e d i a t e  an nuity, a n y  d e f e r r e d  a n n u i t y  c o n t r a c t  a f t e r  a n n u i t y  p a y m e n t s  

h a v e  c o m men ce d,  o r  r e v e r s i o n a r y  a n n u i t y , n o r  to a n y  c o n t r a c t  w h i c h  sh al l 

be  d e l i v e r e d  o u t s i d e  this s t a t e  t h r o u g h  an a g e n t  or  o t h e r  r e p r e s e n t a t i v e  

o f  the c o m p a n y  i s s u i n g  the c o n t r a c t .

(b) In  t h e  c a s e  o f  c o n t r a c t s  i s s u e d  o n  or a f t e r  t h e  o p e r a t i v e  date, 

of this s e c t i o n  as d e f i n e d  in (k) o f  this s ec tion, n o  c o n t r a c t  of  a n ­

nuity, e x c e p t  as s t a t e d  in (a) o f  this  s ec ti on,  m a y  b e  d e l i v e r e d  or 

i s s u e d  for d e l i v e r y  in this s t a t e  u n l e s s  it c o n t a i n s  in s u b s t a n c e  the  

f o l l o w i n g  p r o v i s i o n s , or  c o r r e s p o n d i n g  p r o v i s i o n s  w h i c h  in t he  o p i n i o n  

of the c o m m i s s i o n e r  are  at l e a s t  as f a v o r a b l e  to th e c o n t r a c t  h o l d e r , 

u p o n  c e s s a t i o n  o f  p a y m e n t  o f  c o n s i d e r a t i o n s  u n d e r  th e c o n t r a c t : (1) that 

u p o n  c e s s a t i o n  o f  p a y m e n t  o f  c o n s i d e r a t i o n s  u n d e r  a c o n t r a c t , the c o m­

p a n y  w i l l  g r a n t  a p a i d - u p  a n n u i t y  b e n e f i t  o n  a p l a n  s t i p u l a t e d  i n  th e 

c o n t r a c t  o f  s u c h  v a l u e  as is s p e c i f i e d  i n  (d) - (g) a n d  (i) o f  this s e c­

tion; (2) if a c o n t r a c t  p r o v i d e s  for  a lum p  s u m  s e t t l e m e n t  at m a t u r i t y ,  

or  at a n y  o t h e r  time, t hat u p o n  s u r r e n d e r  o f  the c o n t r a c t  at or b e f o r e  

the c o m m e n c e m e n t  of  a n y  a n n u i t y  p a y m e n t s , t he  c o m p a n y  w i l l  p a y  in l i e u  

of  a ny p a i d - u p  a n n u i t y  b e n e f i t  a c a s h  s u r r e n d e r  b e n e f i t  o f  s u c h  a m o u n t  

as is s p e c i f i e d  in ( d ) , ( e ) , (g) a n d  (i) o f  this  se ction; t h e  c o m p a n y  

s hall r e s e r v e  the r i g h t  to d e f e r  the p a y m e n t  o f  th a t  c a s h  s u r r e n d e r  

b e n e f i t  for a p e r i o d  of  s i x  m o n t h s  a f t e r  d e m a n d  for  the p a y m e n t  w i t h  

s u r r e n d e r  of t h e  c o n tra ct ; (3) a s t a t e m e n t  of t h e  m o r t a l i t y  table, if 

HB 872 .in.
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any, a n d  i n t e r e s t  r a t e s  u s e d  in c a l c u l a t i n g  a n y  m i n i m u m  p a i d - u p  annuity, 

c a s h  s u r r e n d e r  o r  d e a t h  b e n e f i t s  th a t  are  g u a r a n t e e d  u n d e r  the  c ontract, 

t o g e t h e r  w i t h  s u f f i c i e n t  i n f o r m a t i o n  to d e t e r m i n e  t h e  a m o u n t s  o f  t h o s e  

b e n e f i t s ;  (4) a s t a t e m e n t  t h a t  a n y  p a i d - u p  an nu i t y ,  c a s h  s u r r e n d e r  or 

d e a t h  b e n e f i t s  t h a t  m a y  b e  a v a i l a b l e  u n d e r  th e c o n t r a c t  are n o t  less 

t h a n  the m i n i m u m  b e n e f i t s  r e q u i r e d  b y  an y s t a t u t e  of  the s t a t e  in w h i c h  

th e c o n t r a c t  is d e l i v e r e d  a n d  an  e x p l a n a t i o n  o f  th e m a n n e r  in  w h i c h  

t h o s e  b e n e f i t s  are  a l t e r e d  b y  th e e x i s t e n c e  of  a n y  a d d i t i o n a l  a m o u n t s  

c r e d i t e d  b y  th e c o m p a n y  to t h e  c o n t r a c t ,  a n y  i n d e b t e d n e s s  to th e c o m p a n y  

o n  th e c o n t r a c t  or  a n y  p r i o r  w i t h d r a w a l s  f r o m  o r  p a r t i a l  s u r r e n d e r s  of 

th e con tr ac t. N o t w i t h s t a n d i n g  the  r e q u i r e m e n t s  o f  t his s u b s e c t i o n ,  any  

d e f e r r e d  a n n u i t y  c o n t r a c t  m a y  p r o v i d e  t ha t  if n o  c o n s i d e r a t i o n s  h a v e  

b e e n  r e c e i v e d  u n d e r  a c o n t r a c t  for  a p e r i o d  o f  two ful l y e a r s  a n d  the 

p o r t i o n  of  th e p a i d - u p  a n n u i t y  b e n e f i t  at m a t u r i t y  o n  the p l a n  s t i p u l a t e d  

i n  th e c o n t r a c t  a r i s i n g  f r o m  c o n s i d e r a t i o n s  p a i d  b e f o r e  t ha t  p e r i o d  

w o u l d  b e  less t h a n  $20 m o n t h l y ,  th e c o m p a n y  m a y  at its o p t i o n  t e r m i n a t e  

the c o n t r a c t  b y  p a y m e n t  i n  c a s h  o f  th e t h e n  p r e s e n t  v a l u e  o f  s u c h  p o r t i o n  

o f  t h e  p a i d - u p  a n n u i t y  b e n e f i t ,  c a l c u l a t e d  o n  t he  b a s i s  o f  t he  m o r t a l i t y  

table, if any, a n d  i n t e r e s t  r a t e  s p e c i f i e d  in th e c o n t r a c t  fo r d e t e r­

m i n i n g  t h e  p a i d - u p  a n n u i t y  b e n e f i t ,  a n d  b y  tha t  p a y m e n t  s h a l l  b e  r e ­

l i e v e d  o f  a n y  f u r t h e r  o b l i g a t i o n  u n d e r  t he  c o n tr ac t.

(c) T h e  m i n i m u m  v a l u e s  as s p e c i f i e d  in (d) - (g) a n d  (i) o f  this 

s e c t i o n  o f  a n y  p a i d - u p  a n n u i t y ,  c a s h  s u r r e n d e r  or d e a t h  b e n e f i t s  a v a i l­

ab l e  u n d e r  a n  a n n u i t y  c o n t r a c t  s ha ll b e  b a s e d  u p o n  m i n i m u m  n o n f o r f e i t u r e  

a m o u n t s  as d e f i n e d  in  th i s  section:

(1) w i t h  r e s p e c t  to c o n t r a c t s  p r o v i d i n g  for f l e x i b l e  c o n s i d­

er a t i o n s ,  th e m i n i m u m  n o n f o r f e i t u r e  a m o u n t  at a n y  t i m e  at or  b e f o r e  the 

c o m m e n c e m e n t  o f  a n y  a n n u i t y  p a y m e n t s  s ha ll b e  e q u a l  to an  a c c u m u l a t i o n  

up  to tha t  t i m e  at a r a t e  o f  i n t e r e s t  o f  t h r e e  p e r  cen t a y e a r  of
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p e r c e n t a g e s  of  the n e t  c o n s i d e r a t i o n s  as d e f i n e d  in this p a r a g r a p h  p a i d  

b e f o r e  that  time, d e c r e a s e d  b y  the s u m  o f  (A) a n y  p r i o r  w i t h d r a w a l s  

f r o m  or p a r t i a l  s u r r e n d e r s  of  the c o n t r a c t  a c c u m u l a t e d  at a r a t e  of 

i n t e r e s t  of  t h r e e  p e r  c e n t  a year; a n d  (B) th e a m o u n t  o f  a n y  i n d e b t e d -  ! 

n e s s  to the  c o m p a n y  o n  t he c o n t r a c t , i n c l u d i n g  i n t e r e s t  due a n d  ac cru ed , 

a n d  i n c r e a s e d  b y  any  e x i s t i n g  a d d i t i o n a l  a m o u n t s  c r e d i t e d  b y  th e c o m p a n y  

to the c o n t r a c t . T h e  n e t  c o n s i d e r a t i o n s  for a g i v e n  c o n t r a c t  y e a r  u s e d  

to d e f i n e  the m i n i m u m  n o n f o r f e i t u r e  a m o u n t  s h a l l  b e  an  a m o u n t  n o t  less 

t h a n  ze r o  a n d  s ha ll  b e  e q u a l  to the c o r r e s p o n d i n g  g r o s s  c o n s i d e r a t i o n s  

c r e d i t e d  to the c o n t r a c t  d u r i n g  tha t c o n t r a c t  y e a r  less an a n n u a l  c o n­

tr a c t  c h a r g e  o f  $30 a n d  les s a c o l l e c t i o n  c h a r g e  of  $ 1 .25  p e r  c o n s i d e r a­

t i o n  c r e d i t e d  to the c o n t r a c t  d u r i n g  t h a t  c o n t r a c t  y e a r . T h e  p e r c e n t a g e s  

o f  n e t  c o n s i d e r a t i o n s  shall b e  65 p e r  c e n t  o f  t h e  n e t  c o n s i d e r a t i o n  for  

the f i r s t  c o n t r a c t  y e a r  a n d  8 7 - 1 / 2  p e r  c en t  o f  the n e t  c o n s i d e r a t i o n s  for 

t h e  s e c o n d  a n d  l a t e r  c o n t r a c t  y e a r s . N o t w i t h s t a n d i n g  the p r o v i s i o n s  of  

th e p r e c e d i n g  s e n t e n c e , th e p e r c e n t a g e  s h a l l  b e  65 p e r  cent o f  t h e  p o r ­

ti o n  of  the t o t a l  n e t  c o n s i d e r a t i o n  for a n y  r e n e w a l  c o n t r a c t  y e a r  w h i c h  

e x c e e d s  b y  n o t  m o r e  t h a n  t wo  times the s u m  o f  t h o s e  p o r t i o n s  of  the  n e t  

c o n s i d e r a t i o n s  in a l l  p r i o r  c o n t r a c t  y e a r s  fo r w h i c h  the p e r c e n t a g e  w a s  

65 p e r  c e n t ,

(2) W i t h  r e s p e c t  to c o n t r a c t s  p r o v i d i n g  for f i x e d  s c h e d u l e d  

c o n s i d e r a t i o n s , m i n i m u m  n o n f o r f e i t u r e  a m o u n t s  s h a l l  b e  c a l c u l a t e d  on 

th e a s s u m p t i o n  tha t c o n s i d e r a t i o n s  are p a i d  a n n u a l l y  i n  a d v a n c e  a n d  s h a l l  

be  d e f i n e d  as for c o n t r a c t s  w i t h  f l e x i b l e  c o n s i d e r a t i o n s  w h i c h  ar e p a i d  

a n n u a l l y  w i t h  tw o e x c e p t i o n s :

(A) T h e  p o r t i o n  of the n e t  c o n s i d e r a t i o n  for the f i rst  

c o n t r a c t  y e a r  to be  a c c u m u l a t e d  s hall b e  t he  s u m  o f  65 p e r  c ent o f  

the n e t  c o n s i d e r a t i o n  fo r the f i r s t  c o n t r a c t  y e a r  p l u s  2 2 - 1 / 2  p e r  

cent of  the e x c e s s  o f  the  n e t  c o n s i d e r a t i o n  for th e f i r s t  c o n t r a c t  
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y e a r  o v e r  t h e  l e s s e r  o f  t h e  n e t  c o n s i d e r a t i o n s  f o r  th e s e c o n d  a n d  

t h i r d  c o n t r a c t  y e a r s .

(B) T h e  a n n u a l  c o n t r a c t  c h a r g e  s h a l l  b e  t he  l e s s e r  of 

(i) $30 o r  (ii) 10 p e r  c e n t  of  t h e  g r o s s  a n n u a l  c o n s i d e r a t i o n .

(3) W i t h  r e s p e c t  to c o n t r a c t s  p r o v i d i n g  for a s i n g l e  c o n­

s i d e r a t i o n ,  m i n i m u m  n o n f o r f e i t u r e  a m o u n t s  s h a l l  be  d e f i n e d  as for c o n­

tr a c t s  w i t h  f l e x i b l e  c o n s i d e r a t i o n s  e x c e p t  t h a t  th e p e r c e n t a g e  o f  net 

c o n s i d e r a t i o n  u s e d  to d e t e r m i n e  th e m i n i m u m  n o n f o r f e i t u r e  a m o u n t  s h all  

b e  e q u a l  to 90 p e r  c e n t  a n d  t h e  n e t  c o n s i d e r a t i o n  s h a l l  b e  t he g r o s s  

c o n s i d e r a t i o n  l e s s  a c o n t r a c t  c h a r g e  o f  $75.

(d) A n y  p a i d - u p  a n n u i t y  b e n e f i t  a v a i l a b l e  u n d e r  a c o n t r a c t  s hall 

b e  s u c h  th a t  it s p r e s e n t  v a l u e  o n  the d a t e  a n n u i t y  p a y m e n t s  a r e  to c o m­

m e n c e  is at l e a s t  e q u a l  to t h e  m i n i m u m  n o n f o r f e i t u r e  a m o u n t  o n  t h a t  date. 

S u c h  p r e s e n t  v a l u e  s h a l l  b e  c o m p u t e d  u s i n g  th e m o r t a l i t y  t a b l e , if any, 

a n d  th e i n t e r e s t  r a t e  s p e c i f i e d  in t h e  c o n t r a c t  for d e t e r m i n i n g  th e m i n i­

m u m  p a i d - u p  a n n u i t y  b e n e f i t s  g u a r a n t e e d  in the  c o n t r a c t .

(e) F o r  c o n t r a c t s  w h i c h  p r o v i d e  c a s h  s u r r e n d e r  b e n e f i t s , s u c h  

c a s h  s u r r e n d e r  b e n e f i t s  a v a i l a b l e  b e f o r e  m a t u r i t y  m a y  n o t  b e  less th a n  

t h e  p r e s e n t  v a l u e  as o f  t he  d a t e  o f  s u r r e n d e r  o f  tha t  p o r t i o n  of the 

m a t u r i t y  v a l u e  o f  t h e  p a i d - u p  a n n u i t y  b e n e f i t  w h i c h  w o u l d  b e  p r o v i d e d  

u n d e r  t he  c o n t r a c t  at m a t u r i t y  a r i s i n g  f r o m  c o n s i d e r a t i o n s  p a i d  b e f o r e  

th e t i m e  of  c a s h  s u r r e n d e r  r e d u c e d  b y  t h e  a m o u n t  a p p r o p r i a t e  to r e f l e c t  

a n y  p r i o r  w i t h d r a w a l s  f r o m  or  p a r t i a l  s u r r e n d e r s  of  the c o n t r a c t . The  

p r e s e n t  v a l u e  s h a l l  b e  c a l c u l a t e d  o n  t h e  b a s i s  of  an i n t e r e s t  r a t e  not  

m o r e  t h a n  o n e  p e r  c e n t  h i g h e r  t h a n  t h e  i n t e r e s t  r a t e  s p e c i f i e d  i n  the 

c o n t r a c t  for a c c u m u l a t i n g  th e n e t  c o n s i d e r a t i o n s  to d e t e r m i n e  the m a ­

t u r i t y  v a l u e , d e c r e a s e d  b y  th e a m o u n t  o f  a n y  i n d e b t e d n e s s  to t he  c o m p a n y  

o n  the c o n t r a c t , i n c l u d i n g  i n t e r e s t  d u e  a n d  a ccr u e d ,  a n d  i n c r e a s e d  b y  

a n y  e x i s t i n g  a d d i t i o n a l  a m o u n t s  c r e d i t e d  b y  the c o m p a n y  to the  c o n t r a c t .
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In n o  e v e n t  m a y  any  c a s h  s u r r e n d e r  b e n e f i t  b e  less t h a n  th e m i n i m u m  

n o n f o r f e i t u r e  a m o u n t  at t ha t  time. T h e  d e a t h  b e n e f i t  u n d e r  s u c h  con-
s

tra c t s  sha ll  b e  at l e a s t  e q u a l  to the c a s h  s u r r e n d e r  b e n e f i t .

(f) F o r  c o n t r a c t s  w h i c h  do n o t  p r o v i d e  cash, s u r r e n d e r  b e n e f i t s , t h e

p r e s e n t  v a l u e  of  a n y  p a i d - u p  a n n u i t y  b e n e f i t  a v a i l a b l e  as a n o n f o r f e i t u r e  

o p t i o n  at any t i m e  b e f o r e  m a t u r i t y  m a y  n o t  b e  less t h a n  t h e  p r e s e n t  

v a l u e  o f  t hat p o r t i o n  o f  the  m a t u r i t y  v a l u e  o f  the  p a i d - u p  a n n u i t y  b e n e­

fit p r o v i d e d  u n d e r  the  c o n t r a c t  a r i s i n g  f r o m  c o n s i d e r a t i o n s  p a i d  b e f o r e  

th e t i m e  the c o n t r a c t  is s u r r e n d e r e d  in e x c h a n g e  f o r , or c h a n g e d  t o , 

a d e f e r r e d  p a i d - u p  a nn uit y.  T h e  p r e s e n t  v a l u e  sha ll  b e  c a l c u l a t e d  for  {

i
the p e r i o d  b e f o r e  t h e  m a t u r i t y  d a t e  o n  t h e  b a s i s  of  t h e  i n t e r e s t  r a t e  j 

s p e c i f i e d  in the c o n t r a c t  fo r a c c u m u l a t i n g  the n e t  c o n s i d e r a t i o n s  to 

d e t e r m i n e  the m a t u r i t y  value, a n d  i n c r e a s e d  b y  a n y  e x i s t i n g  a d d i t i o n a l  

a m o u n t s  c r e d i t e d  b y  the c o m p a n y  to the  co n t r a c t .  F o r  c o n t r a c t s  w h i c h  

do n o t  p r o v i d e  a n y  d e a t h  b e n e f i t s  b e f o r e  the  c o m m e n c e m e n t  of a n y  a n n u i t y  j 

p a y m e n t s ,  the p r e s e n t  v a l u e s  s h a l l  be c a l c u l a t e d  o n  t h e  b a s i s  of t h e  j

i n t e r e s t  r a t e  a n d  the m o r t a l i t y  t a b l e  s p e c i f i e d  in th e c o n t r a c t  fo r j

d e t e r m i n i n g  the m a t u r i t y  v a l u e  of  the p a i d - u p  a n n u i t y  b e n e f i t .  H o w e v e r ,  

in n o  e v e n t  m a y  the p r e s e n t  v a l u e  of  a p a i d - u p  a n n u i t y  b e n e f i t  b e  less 

t h a n  the m i n i m u m  n o n f o r f e i t u r e  a m o u n t  at t h a t  time.

(g) F o r  the p u r p o s e  o f  d e t e r m i n i n g  the  b e n e f i t s  c a l c u l a t e d  u n d e r  j

(e) a n d  (£) of  this s e c t i o n , in the  case  o f  a n n u i t y  c o n t r a c t s  u n d e r  w h i c h  

an e l e c t i o n  m a y  be  m a d e  to h a v e  a n n u i t y  p a y m e n t s  c o m m e n c e  at o p t i o n a l  

m a t u r i t y  dates, the m a t u r i t y  da t e  s ha ll  b e  c o n s i d e r e d  to b e  th e l a t e s t  

da t e  for  w h i c h  e l e c t i o n  s h a l l  be  p e r m i t t e d  b y  t h e  c o n t r a c t ,  b u t  is n o t  

c o n s i d e r e d  to be  l a t e r  t h a n  th e a n n i v e r s a r y  o f  the c o n t r a c t  n e x t  f o l -  ' 

l o w i n g  the  a n n u i t a n t  *s 70 t h  b i r t h d a y  or the  1 0 t h  a n n i v e r s a r y  o f  the 

co n t r a c t ,  w h i c h e v e r  is later.

(h) A n y  c o n t r a c t  w h i c h  does  n o t  p r o v i d e  c a s h  s u r r e n d e r  b e n e f i t s  1
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or  do e s  n o t  p r o v i d e  d e a t h  b e n e f i t s  at l e a s t  e q u a l  to the m i n i m u m  n o n f o r­

fe i t u r e  a m o u n t  b e f o r e  t h e  c o m m e n c e m e n t  o f  a n y  a n n u i t y  p a y m e n t s  s h al l 

i n c l u d e  a s t a t e m e n t  in a p r o m i n e n t  p l a c e  in the c o n t r a c t  t h a t  s u c h  

b e n e f i t s  are  n o t  p r o v i d e d .

(i) A n y  p a i d - u p  a n n u i t y ,  c a s h  s u r r e n d e r  or d e a t h  b e n e f i t s  a v a i l a b l e  

at a n y  time, o t h e r  t h a n  o n  the c o n t r a c t  a n n i v e r s a r y  u n d e r  a n y  c o n t r a c t  

w i t h  f i x e d  s c h e d u l e d  c o n s i d e r a t i o n s ,  s h a l l  b e  c a l c u l a t e d  w i t h  a l l o w a n c e  

for  th e l a p s e  o f  t i m e  a n d  th e p a y m e n t  o f  a n y  s c h e d u l e d  c o n s i d e r a t i o n s  

b e y o n d  th e b e g i n n i n g  o f  t h e  c o n t r a c t  y e a r  in w h i c h  c e s s a t i o n  of  p a y m e n t

o f  c o n s i d e r a t i o n s  u n d e r  th e c o n t r a c t  occur s.

(j) F o r  a n y  c o n t r a c t  w h i c h  p r o v i d e s ,  w i t h i n  t h e  s a m e  c o n t r a c t  by  

r i d e r  o r  s u p p l e m e n t a l  c o n t r a c t  p r o v i s i o n ,  b o t h  a n n u i t y  b e n e f i t s  a n d  life 

i n s u r a n c e  b e n e f i t s  t h a t  a r e  i n  e x c e s s  o f  the  g r e a t e r  o f  c a s h  s u r r e n d e r

b e n e f i t s  o r  a r e t u r n  o f  the  g r o s s  c o n s i d e r a t i o n s  w i t h  i n t e r e s t ,  th e

m i n i m u m  n o n f o r f e i t u r e  b e n e f i t s  s h a l l  b e  e q u a l  to t h e  s u m  o f  t h e  m i n i­

m u m  n o n f o r f e i t u r e  b e n e f i t s  for  t h e  a n n u i t y  p o r t i o n  a n d  t h e  m i n i m u m  

n o n f o r f e i t u r e  b e n e f i t s ,  if any, f o r  t h e  l i f e  i n s u r a n c e  p o r t i o n  c o m p u t e d  

as if  e a c h  p o r t i o n  w e r e  a s e p a r a t e  c o n t r a c t .  N o t w i t h s t a n d i n g  t he  p r o ­

v i s i o n s  o f  (d) - (g) a n d  (i) o f  thi s s ec t i o n ,  a d d i t i o n a l  b e n e f i t s  p a y a b l e  

(1) in  the  e v e n t  of  t o t a l  a n d  p e r m a n e n t  d i s a b i l i t y ,  (2) as r e v e r s i o n a r y  

a n n u i t y  or  d e f e r r e d  r e v e r s i o n a r y  a n n u i t y  b e n e f i t s ,  or  (3) as o t h e r  p o l i c y  

b e n e f i t s  a d d i t i o n a l  to l i f e  i n s u r a n c e ,  e n d o w m e n t  a n d  a n n u i t y  b e n e f i t s ,  

a n d  c o n s i d e r a t i o n s  f or  a l l  s u c h  a d d i t i o n a l  b e n e f i t s ,  s h a l l  b e  d i s r e g a r d e d  

in a s c e r t a i n i n g  the  m i n i m u m  n o n f o r f e i t u r e  a m o u n t s , p a i d - u p  a nn uit y,  c a s h  

s u r r e n d e r  a n d  d e a t h  b e n e f i t s  th a t  m a y  b e  r e q u i r e d  b y  this  s ect i o n .  The 

i n c l u s i o n  o f  s u c h  a d d i t i o n a l  b e n e f i t s  is n o t  r e q u i r e d  in a n y  p a i d - u p  

b e n e f i t s , u n l e s s  t h o s e  a d d i t i o n a l  b e n e f i t s  s e p a r a t e l y  w o u l d  r e q u i r e  

m i n i m u m  n o n f o r f i e t u r e  a mou n t s ,  p a i d - u p  a n n u i t y ,  c a s h  s u r r e n d e r  an d d e a t h  

b e n e f i t s .
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(k) A f t e r  the  e f f e c t i v e  date  of this se ct ion , a n y  c o m p a n y  m a y  

file w i t h  the  c o m m i s s i o n e r  a w r i t t e n  n o t i c e  o f  its e l e c t i o n  to c o m p l y  

w i t h  the p r o v i s i o n s  o f  this s e c t i o n  a f t e r  a s p e c i f i e d  d a t e  b e f o r e  t h e  

s e c o n d  a n n i v e r s a r y  o f  t he  e f f e c t i v e  date of  th i s  se ct io n. A f t e r  t h e  

f i l i n g  o f  the  notic e,  t h e n  u p o n  the s p e c i f i e d  d a t e , w h i c h  s h a l l  b e  t h e  

o p e r a t i v e  d a t e  of  th i s  s e c t i o n  for the  c o m p a n y , t hi s  s e c t i o n  s h a l l  

b e c o m e  o p e r a t i v e  w i t h  r e s p e c t  to a n n u i t y  c o n t r a c t s  t h e r e a f t e r  i s s u e d  b y  

the compa ny . If a c o m p a n y  m a k e s  n o  s u c h  e l e c t i o n ,  th e o p e r a t i v e  d a t e  

o f  this s e c t i o n  for th e c o m p a n y  sh all  b e  the s e c o n d  a n n i v e r s a r y  o f  t he  

e f f e c t i v e  da t e  o f  t his section.

* S e c . 5. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  A S  0 1 . 1 0 . -  

0 7 0 ( c ) .
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