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IN T H E  H O U S E  BY  T H E  C O M M E R C E  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 872 

IN 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 or  an  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  r a t e s  u s e d  in c a l c u l a t i n g

r e s e r v e s  fo r l i 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 

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

BE 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  O F  A L A S K 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  or  a f t e r  th e o p e r a t i v e  d a t e  of  A S  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  in (6) of  this  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

d o 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  t his s ub s e c t i o n ,  

the  [THE] m i n i m u m  s t a n d a r d  for 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  th 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 ) , (5) a n d  (8) o f  this section, 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 h e  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, fi 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  for s i n g l e  p r e m i u m  lif e i n­

su 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  c en t  i n t e r e s t  for  all o t h e r  

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

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

o n  t he  s t a n d a r d  basis, 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  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  Tab le , e x c e p t  that  for  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  

on  f e m a l e  ri sk s,  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 l ue s,  r e f e r r e d  

to in (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  [--] a c c o r d i n g  to an
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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  th a n  the a c t u a l  a ge  o f  the 

insured;

(B) for all i n d u s t r i a l  life i n s u r a n c e  p o l i e  Xfc'o X o sVi U S U> on  | 

the s t a n d a r d  basis, 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 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  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  [EF FE CTIVE] da t e  

of A S  21.45 . 300 (j )x of  the S t a n d a r d  N o n f o r f e i t u r e  La.w, a n d  the J

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 the 

p o l i c i e 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  date; j

(C) 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  endowment, 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

cies 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  Ta ble , or, at the 

o p t i o n  of  the insurer, the  A n n u i t y  M o r t a l i t y  T a b l e  for 1949, u l t i -  j

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

d i r e c t o r ;

(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  for .1,951, a n y  m o d i f i c a t i o n  of  the 

t abl e a p p r o v e d  b y  the dire ct or , or, at the o p t i o n  o f  the  insurer, 

a n y  o f  the t ab l e s  or m o d i f i c a t i o n s  o f  tab le s s p e c i f i e d  for 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 total 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 or 

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  or c o n t r a c t s  -- the t ab l e s  of 

p e r i o d  2 d i s a b l e m e n t  r at es  a n d  the 1930 to 1950  t e r m i n a t i o n  rates 

o f  t h e  195 2 d i s a b i l i t y  s t u d y  o f  the s o c i e t y  of  a c t u a r i e s ,  w i t h  d u e  

r e g a r d  to the typ e of  b en e f i t ;  the t a bl e shall, for a c t i v e  lives, 

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  for c a l c u l a t i n g  the 

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 or s u p p l e m e n t a r y  to 
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p o l i c i e s  t*16 19 5 9  A c c i d e n t a l  D e a t h  B e n e f i t s  T a b l e  [--] 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  for  c a l c u l a t i n g  the 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 ;

(G) f or  g r o u p  l i f e  in sur a n c e ,  l i f e  i n s u r a n c e  i s s u e d  on 

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

b y  the d i r e c t o r .

(2) 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 (5) a n d  (8) o f  this s u b­

section, r e s e r v e s  [RESER VES ] 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  the  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  o f  p o ­

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

p a y m e n t  o f  u n i f o r m  p r e m i u m s  s h a l l  be  t h e  excess, if any, of  the p r e s e n t  

val u e ,  at the d a t e  of  v a l u a t i o n ,  of th 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  p r o­

v i d e d  for  b y  the  p o l i c i e s ,  o v e r  th e t h e n  p r e s e n t  v a l u e  o f  a n y  fut u r e  

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

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

fits th a t  the  p r e s e n t  v al u e ,  at th e d a t e  of  i s s u e  o f  the poli cy , o f  all

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

v a l u e  o f  th e b e n e f i t s  p r o v i d e d  fo r b y  the  p o l i c y  a n d  t h e  e x c e s s  o f  (A) 

o v e r  ( B ) , as f o l l o w s :

(A) a n e t  l e v e l  a n n u a l  p r e m i u m  e q u a l  to the p r e s e n t  

va l u e ,  at the  d a t e  of  issue, o f  t he b e n e f i t s  p r o v i d e d  for  a f t e r  the 

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

i s s u e  o f  a n  a n n u i t y  of  o n e  a y e a r  [PER C E N T  P E R  AN N U M ]  p a y a b l e  on

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

p r e m i u m  f a l l s  due; h o w e v e r , [PROVIDED, THAT] t h e  n e t  l e v e l  a n n u a l  

p r e m i u m  m a y  [SHALL] n o t  e x c e e d  t h e  n e t  l e v e l  a n n u a l  p r e m i u m  on  the 

19 y e a r  p r e m i u m  w h o l e  l i f e  p l a n  fo r i n s u r a n c e  o f  the sa m e  a m o u n t  at 

an a g e  o n e  y e a r  h i g h e r  t h a n  the a g e  at i s s u e  o f  the policy;

(B) a n e t  o n e - y e a r  t e r m  p r e m i u m  fo r the b e n e f i t s  pro-
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v i d e d  for in the f irs t p o l i c y  year;

(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) life  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  of 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  of  v a r y i n g  p r e ­

m i u m s  , I

(ii) g r o u p  a n n u i t y  a n d  p u r e  endowmeiit c o n t r a c t s  pur- j 
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 -  i 

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 

p a r t n e r s h i p  or s o l e  p r o p r i et or s h i p )  or  b y  a n  e m p l o y e e  o r g a n i -  

z a t ion, 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

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  

see. 408 of 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 ,

(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  in 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  life  i n s u r a n c e  and 

e n d o w m e n t  b e n e f i t s  in life 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  al l o t h e r  a n n u i t y  a n d  p u r e  endowment, 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 section, e x c e p t  t ha t  any 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  of  i m p a i r m e n t s  or s p e c i a l  h a z a r d s  s hal 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 no  e v e n t  m a y  a n  i n s u r e r ' s  a g g r e g a t e  r e s e r v e s  for all j 

life i n s u r a n c e  poli ci es,  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, be  less t ha 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, out in (fa) ( 2 ) , (5) a n d  (8) o f  this section, a n d  

th e m o r t a l i t y  t a b l e  or tab le 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 . I

(4) R e s e r v e s  for a n y  c a t e g o r y  o f  p o l i c i e s , c o n t r a c t s  or
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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 ct or,  m a y  b e  c a l c u l a t e d  at the o p t i o n  

o f  the 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  t h e  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 i o n ,  b u t  the  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  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  or r a t e s  of 

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  [ N O N FE IT UR E] b e n e f i t s  p r o­

v i d e d  fo r in  th e p o l i c y  or  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  OF  T H E  D I ­

REC T O R ,  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 HE 

R A T E  O F  I N T E R E S T  U S E D  IN 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  

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  IN  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  BY  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 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  THE  

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  A S  T H E  

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

(5) If 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 th 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  b y  

th 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  t h e  p o l i c y  or 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 er es t, t he  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  s h a l l  b e  the g r e a t e r  of  

e i t h e r  the 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 the m o r t a l i t y  table, r a t e  of 

i n 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 or the p o l i c y  or c o n t r a c t ,  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  the p o l i c y  or c o n­

tr a c t  b u t  u s i n g  the  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  for w h i c h  the v a l u a t i o n  n e t  p r e m i u m  e x c e e d s  the 

a c t u a l  g r o s s  p r e m i u m  [ , T H E R E  S H A L L  BE 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  T O  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  VALUE, A C C O R D I N G  TO T H E  S TANDARD, OF  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  

O R  CON TR AC 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 ER I O D ] .

(8) T h e  m i n i m u m  s t a n d a r d  for the v a l u a t i o n  o f  all 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  on  or a f t e r  the o p e r a t i v e  

d a t e  of this p a r a g r a p h  as set out In (7) of  this s u b s e c t i o n  a n d  for all 

a n n u i t i e s  and  p u r e  e n d o w m e n t s  p u r c h a s e d  on or  a f t e r  that da 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 ha ll  be 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 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  ta ble 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 din g  a n y  d i s a b i li ty a n d  a c c l d e n t a l  d e a t h  b e n e f i t s  in 

such  c o n t r a c t s  -- the 1971  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  table, or 

a ny  m o d i f i c a t i o n  o f  this t a ble  a p p r o v e d  b y  the 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  cen t Interest;

(B) f or 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 , 

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 ntr ac ts , e x c l u d i n g  

an 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 fits in suc h  c o n t r a c t s

the 1 9 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  table, or  a n y  m o d i f i c a t i o n  

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

per  c e n t  In t e r e s t  f o x _ 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 ty a n d  p u r e 

e n d o w m ent c o n t r a c ts a n d  four and  o n e - h a l f p er c ent  i n t e r e s t  for all 

o t h er su c h  _ i n  div i d u a l  a n n u i t y  a n d  p u r e  en d o wment, con  trac ts

(C) for 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  

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 , e x c l u d i n g  a n y
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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

tra c t s  -- the  19 7 1  g r o u p  a n n u i t y  m o r t a l i t y  table, or a n y  m o d i f i c a­

ti o n  of thi s t a b l e  a p p r o v e d  b y  the c o m m i s s i o n e r ,  a n d  s e v e n  and 

o n e - h a l f  p e r  ce n t  in terest.

(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  f i l e  w i t h  the d i r e c­

to r  a w r i t t e n  n o t i c e  of  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  of 

(6) o f  this  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 a t 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  be  th e o p e r a t i v e  da t e  of  t h a t  r e q u i r e m e n t  for the insurer; 

ho w e v e r ,  a n  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  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 .  If a n  i n s u r e r  m a k e s  n o  el e c t i o n ,  the 

o p e r a t i v e  da t e  o f  (6) o f  t his s u b s e c t i o n  fo r the i n s u r e r  is J a n u a r y  1, 

1979,

(8) T h i s  s e c t i o n  a p p l i e s  to all  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  or p l a n  o f  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  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  a n  e m p l o y e e  o r g a n i z a t i o n ,  or b y  both, o t h e r  t ha 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. 4 0 8  o f  the I n t e r n a l  R e v e n u e  Code, as amended. 

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  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  or  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  in t h o s e  c o n t r a c t s ,  s h a l l  be  the 

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  of  t h e  p r e s e n t  v a l u e s ,  at th e date 

o f  v a l u a t i o n ,  o f  the 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 v  t h o s e  c o n t r a c t s  at th e 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  year, o v e r  th e p r e s e n t  value, at the d a t e  of 

v a l u a t i o n ,  o f  a n y  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  

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

fu t u r e  g u a r a n t e e d  b e n e f i t s  s hall 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

t a b l e , if any, a n d  the i n t e r e s t  rate, o r  r a t e s , s p e c i f i e d  in s u c h  con-

tr ac ts 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 -

tions are the p o r t i o n s of  the  r e s p e c t i v e  g r o s s  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 rm s o f  t h o s e  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. AS  2 1 . 4 5 . 3 0 0 ( 1 )  is a m e n d e d  to read:

(i) A l l  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  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  o n  J 

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  that  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  on  f e m a l e  j

risks, 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  s i x  [THREE] y e a r s  y o u n g e r  than t he a c t u a l  a g e  of 

th e insured. E x c e p t  as p r o v i d e d  in (j ) of this sec tion, the c a l e 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  Table. A l l  c a l c u l a t i o n s  j
!

s ha ll  b e  m a d e  on  th e b a s i s  of  the 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  

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  for c a l­

cu 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  and  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 vjever, that 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 hr ee  a n d  one- 

h a l f  p e r  c e n t  a y e a r  e x c e p t  that 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  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  

Jul y 1. 1978, e x c e p t  t ha t  for an y s i n g l e  p r e m i u m  w h o l e  life or e n d o w m e n t  

I n s u r ance 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 ix a n d  o n e - h a l f  p er 

cen t a y e a r  m a y  b e  u s e d  a n d [,] e x c e p t  that 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  o f  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 f e i t u r e  be ne f i t ,  the r a t e s  o f  m o r t a l i t y  a s s u m e d  

in t he c as e  o f  p o l i c i e s  of o r d i n a r y  i ns ur a n c e ,  m a y  b e  n o t  m o r e  th a n  

t h o s e  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,
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1 a n d  in the c a s e  of  p o l i c i e s  o f  i n d u s t r i a l  in su r a n c e ,  m a y  be n o t  m o r e

2 t h a n  130  p e r  c e n t  o f  th e 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 1 94 1  S t a n­

3 d a r d  I n d u s t r i a l  M o r t a l i t y  Table, a n d  [(2)] for  i n s u r a n c e  i s s u e d  o n  a

4 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  of  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

5 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  b e  s p e c i f i e d

6 b y  the i n s u r e r  a n d  a p p r o v e d  b y  the dire ct or.

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

8 (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  o n  or  a f t e r  th e o p e r a­

9 t i v e  d a t e  of th i s  s u b s e c t i o n  as d e f i n e d  in (k) of this se ct ion , all

10 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 al l

11 b e  c a l c u l a t e d  o n  t h e  b a s i s  o f  the  C o m m i s s i o n e r s  19 6 1  S t a n d a r d  I n d u s t r i a l

12 M o r t a l i t y  T a b l e  a n d  the  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  T H R E E  A N D

13 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 th e p o l i c y  fo r c a l c u l a t i n g  c a s h

14 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 ,  th a t  s p e­

15 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  c e n t  a

16 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  fi v e  a n d  o n e - h a l f  p e r

17 c en 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,

18 e x c e p t  th 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 if e  or e n d o w m e n t  i n s u r a n c e

19 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

20 m a y  b e  u s e d  a n d  [ , ] e x c e p t  th a t  in [AS O T H E R W I S E  P R O V I D E D  I N  T H I S  S U B­

21 SE CT IO 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

22 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

23 f e i t u r e  b e n e f i t ,  t h e  r a t e s  o f  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

24 t h o s e  s h o w n  in the 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

25 Table. T h e  c a l c u l a t i o n  of  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

26 [VALUE] f or  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  on  a

27 t a b l e  of  m o r t a l i t y  s p e c i f i e d  b y  the i n s u r e r  a n d  a p p r o v e d  b y  t he  d i r e c­

) 28 tor.

29 * Sec. 4. AS  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:
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Sec. 21.45. 30 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  

A N N U I T I E S .  (a) This  s e c t i o n  does n o t  a p p l y  to a n y  r e i n s u r a n c e ,  g r o u p  

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  o f  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  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 p a r t n e r s h i p  

or s o l e  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 ,  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 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
I

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 o f  the  I n t e r n a l  R e v e n u e  C o d e , as I
!

am ended, p r e m i u m  d e p o s i t  f u n d , v a r i a b l e  a nn ui ty,  i n v e s t m e n t  ann uity, 

i m m e d i a t e  annuity, any  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  co mme n c e d ,  o r  r e v e r s i o n a r y  annuity, n o r  to a n y  c o n t r a c t  w h i c h  sh al l 

b e  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  

of 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 the case 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  the o p e r a t i v e  d ate
s

of this  s e c t i o n  as d e f i n e d  in (k) of this se ction, n o  c o n t r a c t  o f  an- j

n u i t y , e x c e p t  as s t a t e d  in (a) of this section, m a y  be 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 ate  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 the o p i n i o n  

of t h e  d i r e c t o r  ar e at l eas t as f a v o r a b l e  to the 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  of  p a y m e n t  of c o n s i d e r a t i o n s  u n d e r  the c o n t r a c t : (1) th a t  u p o n  

c e s s a t i o n  of p a y m e n t  of 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  on  a p l a n  s t i p u l a t e d  in the c o n­

tra c t  of  s u c h  v a l u e  as is s p e c i f i e d  in (d) - (g) a n d  (i) of 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 lump 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 ha t  u p o n  s u r r e n d e r  of 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  pa y m e n t s ,  the c o m p a n y  w i l l  pay  in l i e u  

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

s h a l l  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  of that  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  f o r  the  p a y m e n t  with.
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s u r r e n d e r  of  th e c o n t ra ct ; (3) a s t a t e m e n t  o f  th e 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  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  or d e a t h  b e n e f i t s  t h a t  a r e  g u a r a n t e e d  u n d e r  the co ntract, 

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  th e a m o u n t s  of those 

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 nui ty , 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  th a t  m a y  be  a v a i l a b l e  u n d e r  the c o n t r a c t  a r e  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  a n y  s t a t u t e  o f  th e s t a t e  in w h i c h  

the  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  of  t h e  m a n n e r  i n  w h i c h  

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

o n  the c o n t r a c t  o r  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 tr ac t.  N o t w i t h s t a n d i n g  t he  r e q u i r e m e n t s  o f  this su 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  f o r  a p e r i o d  of  two f ul l  y e a r s  a n d  the 

p o r t i o n  of  the 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  t he  p l a n  s t i­

p u l a t e d  in 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  t hat 

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 ,  t h 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  t h e  c o n t r a c t  b y  p a y m e n t  in c a s h  o f  the t h e n  p r e s e n t  v a l u e  of 

s u c h  p o r t i o n  o f  the 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  the b a s i s  of 

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 the c o n t r a c t  

f o r  d e t e r m i n i n g  the  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  that p a y m e n t  shall 

be  r e l i e v e d  of  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  the c o n tra ct .

(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  an nui ty , 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  u n d e r  a n  a n n u i t y  c o n t r a c t  s h a l l  be  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 this se ction:

(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

e r a t i o n s  , t he  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 h a l l  b e  e q u a l  to a n  a c c u m u l a t i o n
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up to that  t im e  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 y e a r  of  p e r­

ce n t a g e s  o f  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  j 

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

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  cent a year; a n d  (B) the a m o u n t  o f  any  i n d e b t e d n e s s  to th e 

c o m p a n y  o n  the contract, i n c l u d i n g  i n t e r e s t  due a n d  ac cr ue d,  a n d  i n­

cr 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 con tr act . Th 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 all  be a n  a m o u n t  n o t  less t h a n  

zer o a n d  s ha ll  be e qu al  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

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

c h a r g e  o f  $30 a n d  less a c o l l e c t i o n  c h a r g e  of $ 1 , 2 5  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  sha ll  b e  65 p e r  cent  of the 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  87--1/2 p e r  cent of  the n e t  c o n s i d e r a t i o n s  for 

the s e c o n d  a n d  l a te 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  t he p r o v i s i o n s  of 

the p r e c e d i n g  sentence, the p e r c e n t a g e  s ha ll  b e  65 p e r  cent of th e p o r­

tio 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  th a n  two times the s u m  of t h o s e  p o r t i o n s  o f  the n e t  

c o n s i d e r a t i o n s  in all p r i o r  c o n t r a c t  y e a r s  for w h i c h  t h e  p e r c e n t a g e  w a s  

65 p e r  cent.

(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  fo r 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  be  c a l c u l a t e d  on the 

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  ar e p a i d  a n n u a l l y  in a d v a n c e  and  shall 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  a re  p a i d  

a n n u a l l y  w i t h  two 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 ha ll  be  the s u m  o f  65 p e r  cen t of 

the net: c o n s i d e r a t i o n  f o 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  
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c en t  of  th e e x c e s s  of  t h e  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  o v e r  the l e s s e r  o f  the n e t  c o n s i d e r a t i o n s  for  t he  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  be  th e l e s s e r  of

(i) $30 or  (ii) 10 p e r  c e n t  o f  t h e  gro ss  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  fo r 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  b e  d e f i n e d  as fo r 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  e x c e p t  t ha t  t he  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  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  shall 

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

c o n s i d e r a t i o n  less 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  shall 

b e  s u c h  th a t  its p r e s e n t  v a l u e  o n  th e da t e  a n n u i t y  p a y m e n t s  ar 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  on  t hat 

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  table, 

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 th e c o n t r a c t  fo r d e t e r m i n i n g  

the  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 th e con tr ac 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  ca 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 t h a n  the 

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

t h e  t i m e  o f  c a s h  s u r r e n d e r  r e d u c e d  b y  the  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  o r  p a r t i a l  s u r r e n d e r s  o f  the cont rac t.  T h e  

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 he  b a s i s  of  a n  i n t e r e s t  r a t e  n o t  

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  th e i n t e r e s t  r a t e  s p e c i f i e d  in the 

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

o n  t h e  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  by
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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  the c o m p a n y  to the cont rac t,  

in n o  e ve nt  m a y  a ny ca s h  s u r r e n d e r  benefit, 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. T h e  d e a t h  b e n e f i t  u n d e r  s u c h  c o n­

tra c t s  s hall be  at lea st  e q u a l  to the c a s h  s u r r e n d e r  be ne fi 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  c a s h  s u r r e n d e r  b e n ef its , 

the 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

fei t u r e  o p t i o n  at an y ti 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  the 

p r e s e n t  v a l u e  of that  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 he  p a i d - u p  

a n n u i t y  b e n e f i t  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  the 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  for, or 

c h a n g e d  to, a d e f e r r e d  p a i d - u p  annuity. T h e  p r e s e n t  v a l u e  shall b e  

c a l c u l a t e d  for the p e r i o d  b e f o r e  the m a t u r i t y  d at e  on  the b a s i s  of the 

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

si 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  an y 

e x i s t i n g  a d d i t i o n a l  am o u n t s  c r e d i t e d  by  the c o m p a n y  to the c o n tr ac t. F o r  

c o n t r a c t s  which, 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  p a y m en ts , 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  

the b a s i s  of the 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 the 

c o n t r a c t  for 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  

be nefit. H ow eve r,  in no  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

ity b e n e f i t  be less t ha 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 that time.

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

(e) a n d  (£) o f  this section, in the ca s e  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  date, s ha ll be  c o n s i d e r e d  to b e  the 

lat es t d ate for w h i c h  e l e c t i o n  s ha ll  be  p e r m i t t e d  b y  the c ontract, b u t  

is n o t  c o n s i d e r e d  to be  l a t e r  than, the  a n n i v e r s a r y  of  the c o n t r a c t  n e x t  

f o l l o w i n g  t h e  a n n u i t a n t ' s  7 0 t h  b i r t h d a y  o r  th e 1 0 t h  a n n i v e r s a r y  o f  the 

contract, w h i c h e v e r  is later.
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(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  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 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  b e f o r e  t he  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 a l 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  i n  the c o n t r a c t  th a t  s u c h  

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

(i) A n y  p a i d - u p  a nn ui 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  th e 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  fo r th e l a p s e  o f  t i m e  a n d  the  p a y m e n t  o f  a n y  s c h e d u l e d  c o n­

si d e r a t i o n s  b e y o n d  the  b e g i n n i n g  o f  the  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  

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  occurs.

(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  the sa m e  c o n t r a c t  b y  

r i d e r  or  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 ha t  a r e  in e x c e s s  o f  the g r e a t e r  of  c a s h  s u r r e n d e r  

b e n e f i t s  or a r e t u r n  of  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 the s u m  of  the 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 he  a n n u i t y  p o r t i o n  a n d  the 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, for  the li 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  co n t r a c t .  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  

o f  (d) - (g) a n d  (i) of  this se ct 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 

t h e  e v e n t  o f  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

fit 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  for  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 mou nt s,  p a i d - u p  an nu ity , 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  be  r e q u i r e d  by  thi s sec tion. T h e  

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 mo un t s ,  p a i d - u p  a nn ui ty,  c a s h  s u r r e n d e r  a n d  d e a t h
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b e n ef it s.

(k) A f t e r  the  e f f e c t i v e  da t e  of this s e c t i o n , a n y  c o m p a n y  m a y  fi l e  

w i t h  the d i r e 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  the 

p r o v i s i o n s  of thi s 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  th e s e c o n d  

a n n i v e r s a r y  of the  e f f e c t i v e  dat e of this  section. A f t e r  the f i l i n g  of  I 

the notice, t h e n  u p o n  the s p e c i f i e d  date, w h i c h  s ha ll  b e  the o p e r a t i v e

I
date of  this s e c t i o n  for the company, this s e c t i o n  s h a l l  b e c o m e  o p e r a -  

tive 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  company. 

If a c o m p a n y  m a k e s  n o  s u c h  e le ction, the o p e r a t i v e  d a t e  of  this s e c t i o n  

for the c o m p a n y  s h a l l  be the s e c o n d  a n n i v e r s a r y  of the e f f e c t i v e  da t e  of

this section.

* Sec. 5. Th i s  A c t  takes 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 . -

070(c).
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