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Cf5 HOUSE B I L L  373,  INTRODUCED BY T H E  HOUSE LABOR AND COMMERCE COMMITTEE,  

TRACTS MODEL L E G IS L A T IO N  ADOPTED BY T H E  NATIONAL ASSOCIATION OF INSURANCE 

COMMISSIONERS IN 198 0 .  T H I S  L E G IS L A T IO N  REPRESENTS A COMPREHENSIVE 

R E V IS IO N  OF  T H E  STATUTES WHICH WERE F I R S T  ADOPTED DURING ALASKA'S 

T E R R IT O R IA L  D A Y S X f  HB 373 WILL ALLOW THE  INSURANCE INDUSTRY MORE 

F L E X I B I L I T Y  IN RESPONDING TO  T HE  EVER-CHANGING L I F E  INSURANCE 

MARKETPLACE.

THE P O S I T I V E  OUTCOME OF  T H I S  L E G IS L A T IO N  WILL RESULT IN A REDUCTION OF 

L I F E  INSURANCE PREMIUMS. FOR EXAMPLE, FOR AN ALASKAN MALE, AGE 3 5 ,  A

WHOLE L I F E  INSURANCE P O L IC Y  NOW COSTS $ 1 6 . 2 3  PER THOUSAND DOLLARS OF

COVERAGE PER YEAR. I F ° H B  373 IS  IN EF F E C T  THE  SAME POL IC Y WOULD COST 

$ 1 2 . 6A,  THESE F IG U R E S  WERE PROVIDED BY T HE  PRUDENTIAL INSURANCE COMPANY.

ALASKA IS THE ONLY STATE WHICH HAS NOT ADOPTED SIM ILAR L E G I S L A T I O N .  IID

373 PASSED 37 -  0 IN THE  HOUSE AND WAS FAVORABLY REVIEWED IN T H E  SENATE

LABOR AND COMMERCE AND J UD IC IARY COMMITTEES. I RECOMMEND THE  PASSAGE OF 

HB 373 .
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A L A S K A  S T A T E  L E G I S L A T U R E
S E N A T O R  R I C H A R D  I. E L I A S O N

S E N A T E

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

F I S H E R I E S  S U B - C O M M I T T E E

F- O B O X  143 
S I T K A ,  A L A S K A  9 9 8 3 5

P O U C H  v  

J U N E A U .  A L A S K A  9 90 11  
( 9 0  ' l  4 0 5  4 9 1 0

MEMORANDUM

T O :  S e n a t o r  B i l l  R a y ,  C h a i r

S e n a t e  . J u d i c i a r y  C o m m i t t e e

F R O M : S e n a t o r  D i c k  E l i a s o n

D A T E :  F e b r u a r y  2 7 ,  I 9 HA

R E :  C S H B  3 7 3  ( L & C )  -  " A n  A c t  r e l a t i n g  t o  n o n f o r f e i t u r e  b e n e f i t s  o f

l i f e  i n s u r a n c e  p o l i c i e s  a n d  r e s e r v e  v a l u a t i o n  s t a n d a r d s  f o 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  a n n u i t y  c o n t r a c t s . "

A s  c h a i r m a n  o f  t h e  S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e ,  I b a d  t h e  

o p p o r t u n i t y  t o  r e v i e w  t h e  m e r i t s  o f  t 1 "  a b o v e - m e n t i o n e d  l e g i s l a t i o n  a n d  I 

re c o m m e n d  t h a t  i l l l  3 7 3  p a s s  o u t  o f  t h e  . l u d i e i a r v  Co m m i t t e e  w i t h ,  a  " d o  

p a s s " .

I l l l  3 7 3 ,  i n t r o d u c e d  h y  t h e  H o u s e  L a b o r  £< C o m m e r c e  C o m m i t t e e ,  t r a c k s  m o d e l  

l e g i s l a t i o n  a d o p t e d  h y  L h e  N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  

C o m m i s s i o n e r s  ( N A I C )  I n  l ‘) H 0 .  T o  d a t e ,  A l a s k a  i s  t h e  o n l y  s t a t e  w h i c h  

h a s  n o t  a d o p t e d  t h i s  l e g i s l a t i o n .

1111 3 7 3  r e p r e s e n t s  a  c o m p r e h e n s i v e  r e v i s i o n  o l  t h e  S t a n d a r d  V a l u a t i o n  L a w  

a n d  t h e  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  l i f e  I n s u r a n c e .  I t  w o u l d  a l l o w  

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

e v e r - c h a n g i n g  l i f e  i n s u r a n c e  m a r k e t p l a c e .

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

b u t  w i l l  a l s o  lit? I p r e d u c e  t h e  c o s t  o f  I n s u r a n c e  t o  t h e  c o n s u m e r .  F o r  

e x a m p l e ,  f o r  a n  A l a s k a n  male, a g e  3 3 ,  a  w h o l e  l i f e  I n s u r a n c e  p o l i c y  now 

c o s t s  $ l f i . 2 3  p e r  t h o u s a n d  d o l l a r s  o f  c o v e r a g e  p e r  y e a r .  I T  I l l l  173 i s  i n  

e f f e c t  t h e  s a m e  p o l i c y  w o u l d  c o s t  $ 1 2 . b A .  ( T h e s e  f i g u r e s  w e r e  p r o v i d e d  

b y  t h e  P r u d e n t i a l  I n s u r a n c e  C o m p a n y ) .

A t t a c h e d  i s  f u r t h e r  b a c k - u p  i n f o r m a t  i o n  r e g a r d i n g  t h i s  l e g i s l a t i o n
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BfcOMMITTEE REPORl® 
SENATE

FURTHER:

Date

Mr. President 

The Committee on i>C; consider ed K

u- ;• i« -* ■ i i art. jci’.ti ' ep o ‘ i r e i si r>,j' '.;c ;>.• iifies . ud 1 or-ei'v*-* .■ iui c ! 

.;'i i ..is i.-r : ' L>: insut nee po lie let *n><l annun.ity contiactMj

and (a majority of the committee) (the committee) reports it back with 
the following recommendations:

do pass

do pass with attached amendment(s)

replace w i t h / o r  adopt CS for ____________________________________________
new title
same title and recommends

and attached a "LE TTER OF INTENT" 

reports it back without recommendation 

recommends referral to

[ ] NEU FISCAL NOTE

Committee

1 EMBERS SIGNING 
)0 PASS

MEMBERS HAVING 
OTHER REC OMMENDATIONS

/ / /

iy.

Chairman

7 -f ''V*’’r y  t * „—
Chairman recommendation
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L i f e  I n s u r a n c e  HOUSE B I L L  N O . 3 7 3 .  b y  t h e  L a b o r  & C o m m e rc e  C o m m i t t e e .

( s t a n d a r d  R e p r e s e n t s  a  c o m p r e h e n s i v e  r e v i s i o n  o f  t h e  s t a n d a r d  v a l u a t i o n

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

v a l u a t i o n )  m o d e l  a m e n d m e n t s  p r o p o s e d  b y  a  n u m b e r  o f  g r o u p s  a n d  o r g a n i z a ­

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

C o m m i s s i o n e r s ,  t h e  A m e r i c a n  C o u n c i l  o f  L i f e  I n s u r a n c e ,  a n d  t h e  

S o c i e t y  o f  A c t u a r i e s .  T h e  s t a n d a r d  l a w s  h a v e  n o t  b e e n  r e v i s e d  

s i n c e  t h e y  w e r e  o r i g i n a l l y  e n a c t e d  i n  t h e  1 9 4 0 ' s ,  a n d  t h e  c h a n g e s  

p r o p o s e d  h a v e  b e e n  a d o p t e d  i n  3 9  s t a t e s  t o  d a t e .  S i m i l a r  m e a s u r e s  

h a v e  b e e n  i n t r o d u c e d  i n  o t h e r  s t a t e  l e g i s l a t u r e s .

T h e  b i l l  a m e n d s  t h e  e x i s t i n g  s e c t i o n  o f  s t a t e  l a w  r e l a t i n g  t o  t h e  

s t a n d a r d  v a l u a t i o n  l a w  f o r  l i f e  i n s u r a n c e  ( A S  2 1 . 1 8 . 1 1 0 ( b ) ) .  T h e  

s t a n d a r d  v a l u a t i o n  l a w  e s t a b l i s h e s  m in im u m  r e s e r v i n g  s t a n d a r d s  t o  

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

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

f o r  r e s e r v i n g  i s  b a s e d  o n  m o r t a l i t y  t a b l e s  a n d  i n t e r e s t  r a t e s .  I n  

g e n e r a l ,  HB 3 7 3  d o e s  n o t  c h a n g e  t h e  m e t h o d  o f  r e s e r v i n g ,  b u t  w o u l d  

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

on t h e  1 9 8 0  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  T a b l e .

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

i n t e r e s t  r a t e s .  C u r r e n t l y  t h e  i n t e r e s t  f a c t o r  a l l o w e d  i s  

s t a t i c a l l y  f i x e d  i n  l a w .  E a c h  t i m e  e c o n o m i c  c o n d i t i o n s  w a r r a n t  

p a g e  5 8 1  c h a n g e  i n  r a t e s ,  t h e  la w  m u s t  b e  c h a n g e d .  HB 3 7 3  w o u l d  t a k e  a

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

M o o d y ' s  C o r p o r a t e  B o n d  Y i e l d  A v e r a g e  —  M o n t h l y  A v e r a g e  C o r p o r a t e s ,  

a s  p u b l i s h e d  b y  M o o d y ' s  I n v e s t o r s  S e r v i c e ,  I n c . ,  a n d  w o u l d  a l l o w  

t h e  i n t e r e s t  r a t e  t o  c h a n g e ,  b a s e d  o n  t h e  i n d e x .

T h e  b i l l  w o u l d  a l s o  a l l o w  new  m o r t a l i t y  t a b l e s  t o  b e  a d o p t e d  b y  

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

t h e  N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s ,  a n d  t h e  

r e g u l a t i o n  p r o c e s s  w o u l d  h a v e  t o  b e  o b s e r v e d .

T h e  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  l i f e  i n s u r a n c e  d e t e r m i n e s  how 

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

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

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

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

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

i n t o  a c c o u n t .  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  i n  t h e  s t a t e  m u 3 t  

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

s u r r e n d e r  v a l u e s .  A s t a t e m e n t  o f  t h e  m o r t a l i t y  t a b l e  a n d  i n t e r e s t  

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

p o l i c i e s .  T h e  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  t h e  s t a n d a r d  

v a l u a t i o n  l a w  a r e  l i n k e d  o n  t h e  b a s i s  o f  i n t e r e s t  r a t e s  a n d  

m o r t a l i t y  t a b l e s .

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

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

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

p o l i c y ,  a n d  c a l c u l a t i o n  o f  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  o f  

l i f e  i n s u r a n c e  p o l i c i e s .

P r o v i d e 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 .

£ )  r 1 e  i  s  u  v D i m o r ^ j



T E C H N I C A L  N O T E S  

P r o p o s e d  A m e n d m e n t s  t o  t h e  S t a n d a r d  V a l u a t i o n  L a w

a n d

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  L i f e  I n s u r a n c e

T h e  p r o p o s e d  a m e n d m e n t s  w e r e  a d o p t e d  b y  t h e  N a t i o n a l  A s s o c i a t i o n  o f  

I n s u r a n c e  C o m m i s s i o n e r s  ( N A I C )  i n  D e c e m b e r ,  1 9 8 0 .  I n s t r u m e n t a l  i n  t h e i r  

d e v e l o p m e n t  w e r e  t h e  N A I C ,  t h e  A m e r i c a n  C o u n c i l  o f  L i f e  I n s u r a n c e  ( A C L I ) ,  

a n d  t h e  S o c i e t y  o f  A c t u a r i e s .  T h i s  c o o p e r a t i v e  e f f o r t  r e s u l t e d  i n  t h e s e  

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

f i r s t  a d o p t e d .

T o  d a t e ,  a t  l e a s t  3 9  s t a t e s  h a v e  e n a c t e d  t h e  1 9 8 0  a m e n d m e n t s ,  i n c l u d i n g  

m o s t  o f  t h e  w e s t e r n  s t a t e s .  T h e  u n i f o r m  e n a c t m e n t  o f  t h e  s t a n d a r d  

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

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

s t a t e s  w i t h  v a r y i n g  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 .  S u c h  a n  a p p r o a c h  w o u l d  

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

i n s u r e r  s o l v e n c y .

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

a n d  i n  t h e  d e t e r m i n a t i o n  o f  n o n f o r f e i t u r e  v a l u e s .  C u r r e n t l y ,  t h e  m in i m u m  

s t a n d a r d s  f o r  t h e s e  f a c t o r s  a r e  s t a t i c a l l y  e s t a b l i s h e d  i n  l a w .  S o ,  a n y  

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

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

f a c t o r .  T h e  i n t e r e s t  r a t e  i s  p e g g e d  t o  a n  o u t s i d e  i n d e x  ( M o o d y ' s  C o r p o r a t e  

B o n d  Y i e l d  A v e r a g e  -  M o n t h l y  A v e r a g e  C o r p o r a t e s )  a n d  a u t o m a t i c a l l y  

r e s p o n d s  t o  t h e  m o v e m e n t  o f  t h a t  i n d e x .  T h e r e f o r e ,  t h e  n e c e s s i t y  o f  

l e g i s l a t i v e  a c t i o n  e a c h  t i m e  a  c h a n g e  i n  i n t e r e s t  r a t e  I s  c a l l e d  f o r  i s  

e l i m i n a t e d .  T h i s  i n d e x  h a s  h i s t o r i c a l l y  t r a c k e d  t h e  l o n g  t e r m  i n t e r e s t  

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

r a t e  u t i l i z e s  t h i s  s o m e  i n d e x .  A d d i t i o n a l l y ,  f o r m u l a  w e i g h t i n g s  a l s o  

f u r t h e r  i n s u l a t e  t h e  i n t e r e s t  f a c t o r  f r o m  c h a n c e  f l u c t u a t i o n .  C u r r e n t  

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

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

t h e  m a g n i t u d e  o f  t h e  i m p a c t  o f  t h e  i n t e r e s t  f a c t o r  i s  t h a t  f o r  e a c h  1% 

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

b y  a p p r o x i m a t e l y  10%  ( e . g .  a  1% i n c r e a s e  I n  v a l u a t i o n  i n t e r e s t  r a t e s  

c a u s e s  t h e  r e s e r v e s  t o  d e c r e a s e  b y  a p p r o x i m a t e l y  1 0 % ) .

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

o f  t h e  C o m m i s s i o n e r s  1 9 8 0  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  T a b l e  ( 1 9 8 0  C S O )  

a n d  t h e  C o m m i s s i o n e r s  1 9 8 0  E x t e n d e d  T e r m  I n s u r a n c e  T a b l e .  T h e  c u r r e n t  

m o r t a l i t y  b a s i s  i s  t h e  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  

T a b l e  ( 1 9 5 8  C S O ) .  T h e  1 9 8 0  C S O  r e f l e c t s  t h e  b e t t e r  m o r t a l i t y  ( i n c r e a s e d  

l o n g e v i t y )  e x p e r i e n c e d  i n  : . ' o r e  r e c e n t  y e a r s .  G e n e r a l l y ,  i n c r e a s e d  

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

c r e a t e d  b y  c h a n g e s  i n  t h e  v a l u a t i o n  i n t e r e s t  r a t e s .  A d ' ' t i o n a l l y ,  t h e  

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



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

o n c e  t h e y  h a v e  b e e n  a d o p t e d  b y  t h e  N A I C .

T h e  S t a n d a r d  V a l u a t i o n  L a w  e s t a b l i s h e s  t h e  m i n i m u m  s t a n d a r d s  ( i n t e r e s t ,  

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

r e q u i r e d  r e s e r v e s .  T h e  r e g u l a t o r y  i n t e r e s t  i s  t o  a s s u r e  t h e  s o l v e n c y  o f  

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

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

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

r e s e r v e s .  A n  a n c i l l a r y  e f f e c t  w i l l  b e  a  g r e a t e r  a r r a y  o f  n e w  l i f e  i n s u r a n c e  

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

l o w e r  c o s t .

T h e  S t a n d a r d  N o n f o r f e i t u r e  L a w  e s t a b l i s h e s  t h e  m i n i m u m  s t a n d a r d s  f o r  

d e t e r m i n i n g  w h a t  s h a r e  o f  t h e  i n s u r e r ' s  a s s e t s  a  t e r m i n a t i n g  p o l i c y h o l d e r  

i s  d u e .  T h e  r e g u l a t o r y  i n t e n t  i s  t o  p r o v i d e  e q u i t y  t o  t h e  t e r m i n a t i n g  

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

f o r c e .  A  m o r e  r e a l i s t i c  d e t e r m i n a t i o n  o f  s u r r e n d e r  v a l u e s  i s  p r o v i d e d  

f o r  b y  t h e  p r o p o s e d  a m e n d m e n t s .  A l s o ,  a p p r o p r i a t e  p a t t e r n s  f o r  n o n f o r f e i t u r e  

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

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

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

D u e .  t o  t h e  f i n a n c i a l  i n t e g r a t i o n  w h i c h  i s  c u r r e n t l y  t a k i n g  p l a c e ,  a  

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

h a s  t a k e n  p l a c e .  No s t a n d a r d  v a l u a t i o n  o r  n o n f o r f e i t u r e  l a w  c a n  a c c o m o d a t e  

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

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

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

a n d  n o n f o r f e i t u r e  s t a n d a r d s  f o r  s u c h  p r o d u c t s .

T h e  a b o v e  r e p r e s e n t s  a n  o v e r v i e w  o f  t h e  p r o p o s e d  a m e n d m e n t s  t o  t h e  

S t a n d a r d  V a l u a t i o n  a n d  S t a n d a r d  V a l u a t i o n  L a w s .  T h e  m a t e r i a l s  p r o v i d e d  

b y  t h e  A C L I  p r e s e n t s  a  m o r e  d e t a i l e d  a n d  t e c h n i c a l  d i s c u s s i o n  o f  t h e s e  

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

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

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



Testim ony notes. HB 373 

A d m i n i s t r a t i o n  favors bill.

Bill tracks model legislation ado pted by the NAIC (National 
A s s o c i a t i o n  of Insurance Commissioners) in 1980.

Bill amends the S t a n d a r d  Valuation Law and the S t a n d a r d  N o n f o r­
feiture Law for life insurance.

Allows for a more dynamic approach to d e termining values in the 
two laws. Allows more flexibility in respond ing to change in the 
life ins urance marketplace.

A p p roach to e s t a b l i s h i n g  reserves is conservative but realistic. 

W i l l  make available a much w i d e r  range of products.



A t t a c h m e n t  3

• S U M M A R Y  OF 1980 A M E N D M E N T S  T O  S T A N D A R D  

V A L U A T I O N  L A W  A N D  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  L I F E  I N S U R A N C E

T h e s e  a m e n d m e n t s  a d o p t e d  b y  t h e  N a t i o n a l  A s s o c i a t i o n  o f  

I n s u r a n c e  C o m m i s s i o n e r s  in D e c e m b e r ,  1980 ai<= t h e  m o s t  s i g n i f i­

can t  and c o m p r e h e n s i v e  c h a n g e s  t o  t h e  Standard. L a v s  s i n c e  t h e s e  

laws w e r e  o r i g i n a l l y  e n a c t e d  in t h e  1940's.' T h e y  r e p r e s e n t  the 

c u l m i n a t i o n  o f  y e a r s  o f  e f f o r t  i n  a c o o p e r a t i v e  p r o j e c t  i n v o l v i n g  

a n u m b e r  o f  o r g a n i z a t i o n s  a n d  g r o u p s .

P u r p o s e s  o f  A m e n d m e n t s  .,

1. U p d a t e  the m i n i m u m  s t a n d a r d s  for. r e s e r v 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  a n d  p r o v i d e  f o r  f u t u r e  a u t o m a t i c  u p d a t i n g  of t h e s e  

s t a n d a r d s  in o r d e r  to p e r m i t  c o m p a n y  o p e r a t i o n s  a n d  t h e  

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

in the e c o n o m y  and in l o n g e v i t y .

2. A c c o m m o d a t e  m o r e  e f f e c t i v e l y  p r o d u c t s  t h a t  h a v e  b e e n  i n t r o­

du c e d  s i n c e  the laws w e r e  f i r s t  e n a c t e d .

3. A c c o m m o d a t e  n e w  p r o d u c t s  t h a t  m a y  be d e v e l o p e d  in t h e  f u t u r e ,  

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

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

p u b l i c  n e e d s  3nd expectations.......



P r i n c i p a l  F e a t u r e s  o f  A m e n d m e n t s

1. A  s y s t e m  for the a u t o m a t i c  a n n u a l  u p d a t i n g  of the s t a t u t o r y  

v a l u a t i o n  a n d  n o n f o r f e i t u r e  i n t e r e s t  rate s t a n d a r d s  a p p l i­

ca b l e  t o  n e w  b u s i n e s s .

2. N e w  m o r t a l i t y  t a b l e s  f o r  o r d i n a r y  life i n s u r a n c e  a n d  a u t h o r i t  

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

i n s u r a n c e ,  a n n u i t y ,  a n d  d i s a b i l i t y  tables.

3. C h a n g e s  i n  t h e  a l l o w a n c e  f o r  c o m p a n y  e x c e s s  i n i t i a l  e x p e n s e s  

t h a t  is u s e d  in c a l c u l a t i n g  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 l i f e  i n s u r a n c e .

4. P r o v i s i o n s  to r e q u i r e  a p p r o p r i a t e  p a t t e r n s  of n o n f o r f e i t u r e  

b e n e f i t s .

5. P r o v i s i o n s  t h a t  t a k e  a c c o u n t  of s p e c i a l  f e a t u r e s  of p r o d u c t s  

n o t  c o n t e m p l a t e d  in t h e  o r i g i n a l  v e r s i o n s  of these l a w s , such 

as f a m i l y  p o l i c i e s ,  p o l i c i e s  that p r o v i d e  for c h a n g e s  in 

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

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

a d d i t i o n a l  p r e m i u m  in the f i r s t  p o l i c y  year.

6. P r o v i s i o n s  to a u t h o r i z e  the i n s u r a n c e  c o m m i s s i o n e r  to  p r o m u l­

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

li fe  i n s u r a n c e  p l a n s  p r o v i d i n g  for future p r e m i u m  d e t e r m i n­

at i o n  by  the c o m p a n y  a n d  p l a n s  for whi <*h m i n i m u m  r e s e r v e s  or 

n o n f o r f e i t u r e  v a l u e s  cannot be  d e t e r m i n e d  by the o t h e r  p r o­

v i s i o n s  o f  the laws.

*/
*



ERICKSON
INSURANCE
AGENCY

F e b r u a r y  1 3 ,  1 9 8 4

S e n a t o r  D i c k  E l i a s o n ,  C h a i r m a n  

S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e  

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1

R e :  H . B . 3 7 3

D e a r  S e n a t o r  E l i a s o n :

I  a m  w r i t i n g  t o  e x p r e s s  m y  f u l l  s u p p o r t  i n  p a s s a g e  o f  H . B . 3 7 3 .

I  b e l i e v e  t h a t  A l a s k a  i s  t h e  o n l y  s t a t e  n o t  t o  h a v e  s u c h  a  l a w  

b u t  t h a t  t h e  b i l l  h a s  p a s s e d  t h e  H o u s e  ( 3 7 - 0 )  a n d  n o w  l i e s  i n  t h e  

S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e .  T r u l y ,  t h i s  b i l l  i s  i n  t h e  b e s t  

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

I t  i s  m y  h o p e ,  S e n a t o r ,  t h a t  y o u  f e e l  a s  I  d o  a n d  w i l l  u r g e  t h e  

c o m m i t t e e ,  a :  w e l l  a s  t h e  S e n a t e ,  t o  p a s s  t h i s  l e g i s l a t i o n  i n t o  

l a w  a s  s o o n  a s  o s s i b l e .  Y o u r  c o m m e n t s  w i l l  b e  m o s t  a p p r e c i a t e d .

f

k i a c k  C l o u -  

t r i c k  s o n  o 
P r e s i d e n t

J C :  l b

625 EAST 34th AVENUE, SUITE 401 • ANCHORAGE, ALASKA 99503 • (907) 279-6554 TXL 26-612
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Richard Scolt/I-’innncial Plans
P. O BOX 80345  • C O llF G C  STATION - FAIRBANKS. AK 997 0 8  

(9 0 7 )4 7 9  0778

January 28, 1984
Rep. Bob Bettisworth 
Juneau, AK

Dear Bob,

HB 373 includes a proposal to authorize use of the latest mo rtality 
table in computing premiums and cash values for life insurance. Since 
the insurance commisioners of all the states create a committee to 
approve proposed new tables, they are generally referred to by the 
date approved, and called the Commissioners Standard Ordinary m o r t a l i t y  
table, or "CSO" for short. The latest table is the "1980 CSO" and 
at last count had been approved by 31 states so far. The last one 
before that one, I think, was the 1958 CSO.

Since premiums are based on projected life spans starting at various 
ages, and since life expectancy in general has changed considerably 
since the 1958 table, it appears valid to adopt the 1980 CSO table 
as soon as it can be arranged. From a premium standpoint, the 
change reduces most rates and resulting cash values slightly and 
at some ages may increase them slightly. The reason that adoption 
of a new table doesn't make major changes is that the companies 
constantly monitor mo rtality statistics and adjust the premiums from 
time to time.

I was told that HB 373 was sponsored by the Labor and Commerce 
•'ommitte and is presently in the Rules Committee, Rep. Cowdery, 
Chairman. Mark Ringstad and Niilo Koponcn are also on the Committee.

Now that the 1980 CSO has been out long enough to become generally 
adopted across the country, 1 notice a trend Cor life insurance 
companies to issue their new policy forms only in those states which 
have approved the 1980 CSO table. Since the newer policy constructions 
include c u r r e n t - interest -assumption  plans with what appear to be 
substantial buyer advantages, adoption of the new table will 
broaden the choices available to Alaskan buyers and sellers of life 
in s u r a n c e .

If past history repeats, this shouldn't come up again for another 
22 years. Anything you can do or advice you may have in this matter 
w i 11 be most appreciated.

Best wishes to you and your colleagues as you work to develop plans 
for the future of this state.

Sincere 1y ,

Richard Scott

c c :
Mark Ringstad 
Niilo Koponen 
Rep. Cowdery



H B  3 7 3  F L O O R  S P E E C H  Jo>J K e p  C o t i / d r ^  C l l Q i r  W

flouse . L a b  or >+• C o  m me fee.

H O U S E  B I L L  3 7 3  I ' M  G L A D  T O  SAY I S  A P I E C E  O F  L E G I S L A T I O N

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

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

T H I S  B I L L  I S  T H E  P R O D U C T  O F  MANY Y E A R S  O F  WORK,  I T  WAS 

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

S I O N E R S  O F  W H I C H  K EN  M O O R E ,  D I R E C T O R  O F  T H E  D I V I S I O N  O F  

I N S U R A N C E  I N  A L A S K A ,  I S  A M E M B E R ,  H O U S E  B I L L  3 7 3  WOULD 

R E V I S E  S T A T U T E S  W H I C H  WER E F I R S T  A D O P T E D  D U R I N G  A L A S K A ' S  

T E R R I T O R I A L  D A Y S .

I T  I S  A M O D E L  P I E C E  O F  L E G I S L A T I O N ,  P A S S E D  I N  S T A T E S  W HERE  

I N S U R A N C E  I S  S U C H  A MAJOR I N D U S T R Y  T H A T  S T A N D I N G  C O M M I T T E E S  

ON I N S U R A N C E  H A V E  B E E N  C R E A T E D  BY T H E I R  L E G I S L A T U R E S  T O  

D E A L  W I T H  T H E  H I G H  V O L U M E  O F  I N S U R A N C E  L E G I S L A T I O N .  S T A T E S  

S U C H  AS C A L I F O R N I A ,  NEW Y O R K ,  I L L I N O I S ,  C O N N E C T I C U T ,  AND 

M A S S A C H U S E T T S .  I N  F A C T  49 O F  50  S T A T E S  H A V E  A D O P T E D  A LM O ST  

I D E N T I C A L  L E G I S L A T I O N ,

H O U S E  B I L L  3 7 3  HAS B E E N  S C R U T I N I Z E D  L I N E  BY L I N E  W I T H  A

F I N E  T O O T H  C O M B ,  BY T H E  L E G A L  S E R V I C E S  D I V I S I O N  O F  T H E

L E G I S L A T I V E  A F F A I R S  A G E N C Y ,  A F T E R  E X H A U S T I V E  R E V I E W ,  T H I S



•  IS

L E G I S L A T I O N  HA S F I N A L L Y  R E A C H E D  T H E  F L O O R  F O R  O U R  C O N S I D ­

E R A T I O N .

H O U S E  B I L L  3 7 3  I S  S U P P O R T E D  BY T H E  A D M I N I S T R A T I O N .  AS I 

M E N T I O N E D ,  K EN  M OOR E  T H E  D I R E C T O R  O F  T H E  D I V I S I O N  O F  I N S U R ­

A N C E  I N  T H E  D E P A R T M E N T  O F  C O M M ERC E  AND E C O N O M I C  D E V E L O P M E N T  

H E L P E D  P E N  T H I S  L E G I S L A T I O N .

H O U S E  B I L L  3 7 3  I S  S T R O N G L Y  S U P P O R T E D  BY  T H E  I N S U R A N C E  

I N D U S T R Y  AS W E L L .  I T  W I L L  ALLOW  F O R  NEW P R O D U C T  L I N E S  O F  

L I F E  I N S U R A N C E  AND A N N U I T Y  W H I C H  W I L L  R E S U L T  I N  C O N S I D E R ­

A B L E  C O S T  S A V I N G S  F O R  T H E  C O N S U M E R .

I N  C O N C L U S I O N ,  I WOULD U R G E  E A C H  MEMBER O F  T H I S  B O D Y  T O  

V O T E  I N  F A V O R  O F  T H E  P A S S A G E  O F  H O U S E  B I L L  3 7 3 .



F I R S T  O F  A L L  I D O  N O T  C L A I M  T O  B E  AM E X P E R T  ON 

N O N - F O R F E I T U R E  B E N E F I T S  O R  A N N U I T Y  C O N T R A C T S .  O N L Y  AN 

I N S U R A N C E  I N D U S T R Y  E X P E R T  C O U L D  E X P L A I N  T H I S  B I L L  L I N E  BY 

L I N E — P A R A G R A P H  BY  P A R A G R A P H .

WHAT I D O  KNOW I S  WE H A V E  A B I L L  H E R E  W H I C H  HAS B E E N  A D O P T ­

E D  B Y  T H E  49 O T H E R  S T A T E S .

I T  HA S  T H E  S U P P O R T  O F  T H E  I N D U S T R Y  AND T H E  A D M I N I S T R A T I O N  

AND L E G A L  S E R V I C E S  S P E N T  WEEKS G O I N G  O V E R  T H E  B I L L .

B E Y O N D  T H A T  I T  W I L L  S A V E  A L A S K A N S  MONEY ON L I F E  I N S U R A N C E  

P O L I C Y ' S .

F O R  E X A M P L E :

F O R  AN A L A S K A N  M A L E ,  A G E  3 5 ,  A W H O L E  L I F E  P O L I C Y  NOW C O S T S  

$ 1 6 , 2 3  P E R  T H O U S A N D  D O L L A R S  O F  C O V E R A G E - P E R  Y F A R .

I F  T H I S  B I L L  I S  P A S S E D  T H E  SAME P O L I C Y  WOULD C O S T  $ 1 2 . 6 4 .

T H E S E  F I G U R E S  CAME FROM  P R U D E N T I A L  I N S U R A N C E .  P R U D E N T I A L  

L I K E  MANY O T H E R  I N S U R A N C E  C O M P A N I E S  H A V E  P O L I C Y ' S  T H E Y  

M A R K ET  N A T I O N W I D E  B E C A U S E  A L L  O T H E R  S T A T E S  H A V E  A D O P T E D  A 

U N I F I E D  LAW. F O R  T H E  B E T T E R M E N T  O F  I T S  P E O P L E — A LA SK A  

S H O U L D  T O O .
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