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Section 1. Section five hundred eight point thirty-six
(508.36), subsections two (2) and three (3), Code 1979, are
amended to read as follows:

2. This subsection shall apply to only those policies
and contracts issued prior to the operative date of section
508.37 {the Standard Nonforfelture Law for Life Insurance).

Except as otherwise provided in subsection 3, paragraphs

ufgu "g" and ¥g4 "h' for group annuity and pure eadowment
contracts, the minimum standard of valuation for all policies
of domestic life insurance companies shall be the Commissioners
Reserve Valuation Method defined in paragraph “b" of subsection
3 and the American Experience Table of Mortality and four

and one-half percent interest or the Actuaries' (or Combined)
Experience Tablzs of Mortality and four percent interest,

except that the minimum standard for the valuation of annuities

and pure endownents purchased under group annuity and pure

endowment contracts shall be that provided by this subsection

but replacing the interest rates specified in this subsection

by an 1nterest rate of five percent per annum.

Reserves for all such policies and contracts may be
calculated, at the option of the company, according to any
standards which produce greater aggregate reserves for all
such policles and contracts than the minimum reserves reqguired
by this subsection.

3. This subsection shall apply to only those policies
and contracts issued on or after the operative date of section
508.37 (the Standard Nonforfeiture Law for Life Insurance),
except as otherwise provided in paragraphs u#d “"g'" and ugi

"h" for group annuity and pure endowment contracts issued
prior to such operative date.

a. Except as ctherwise provided in paragraphs ufd "g"
and g4 “h'", the minimum standard for the valuation of all
such policies and contracts shall be the Commissioners Reserve
Valuation Methed Methods defined in paragraph-¥BY paragraphs

"b'", "¢" and "f" of this subsection 3, five percent interest
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for group annuity and pure endowment contracts and three and

one-half percent interest for all other such policies and

contracts, or in the case of policies and contracts, other
than annuity and pure endowment contracts, issued on or after
July 1, 1974, ard-prier-te-dJannar¥y-i--1986; four percent
interest for such policies issued prior to July 1, 1980, and

four and one-half percent interest for such policies issued
on or after July 1, 1980, and the following tables:
(1) For all ordinary policies of life insurance issued

on the standard basis, excluding any disability and accidental
death benefits in such policies,--the Commissiconers 1958
Standard Ordinary Mortality Table, provided that for any
category of such policies issued on female risks all modified
net premiums and present values referred to in this subsection
3 may be calculated according to an age not more than three
six years younger than the actual age of the insured.

{2) For all industrial life insurance policies 1issued
on the standard basis, excluding any disability and accidental
death benefits in such policies,-~the 1941 Standard Industrial
Moxrtality Table; provided, however, that the Commissioners
1961 Standard Industrial Mortality Table shall be the table
for the minimum standard when said table becomes applicable
under the Standard Nonforfeiture Law in accordance with section
508.37, subsection 5.

(3) For individual annuity and pure endowment contracts,
excluding any disability and accidental death benefits in
such policies,~-the 1937 Standard Annuity Mortality Table
or, at the option of the company, the Annuity Mortality Table
for 1949, Ultimate, or any modification of either of these
tables approved bv the commissioner.

(4) For group annuity and pure endowment contracts,
excluding any disability and accidental death benefits in
such policies,-~~the Group Annuity Mortality Table for 1951,
any modification of such table approved by the commissioner,
or, at the option of the company, any of the tables or
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modifications of tables specified for individual annuity and
pure endowment contracts.

(5) For total and permanent disability benefits in or
supplementary to ordinary policies or contracts,--the tables
of YPeriod 2" disablement rates and the 1930 to 1950
termination rates of the 1952 Disability Study of the Scciety
of Actuaries, with due regard to the type of benefit. Such
table shall, for active lives, be combined with a mortality
table permitted for calculating the reserves for life insurance
policies.

{6) For accidental death benefits in or supplementary
to policies,--the 1959 Accidental Death Benefits Table combined
with a mortality table permitted for calculating the reserves
for life insurance policies.

(7) For group life insurance, life insurance issued on
the substandard basis and other special benefits,--such tables
as may be approved by the commissioner.

b. Reserves Except as otherwise provided in paragraphs

Te' and "f" of this subsection, reserves according to the

Commissioners Reserve Valuation Method, for the life insurance
and endowment benefits of policies 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 such future guarantesd benefits
provided for by such policies, over the then present value
of any future modified net premiums therefor. The modified
net premiums for any such policy shall be such uniform
percentage of the respective contract premiums for such
benefits that the present value, at the date of issue of the
pelicy, of all such modified net premiums shall be equal to
the sum of the then present value of such benefits provided
for by the policy and the excess of (x) over (y), as follows:
(x) A net level annual premium equal to the present value,
at the date of issue, of such benefits provided for after
the first policy year, divided by the present value, at the
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date of issue, of an annulty of one per annum payable on the
firet and each subsequent anniversary of such policy on which
a premium falls due; provided, however, that such net level
annual premium shall not exceed the net level annual premium
on the nineteen-year premium whole life plan for insurance

of the same amount at an age one year higher than the age

at issue of such policy.

(y) A net one-year term premium for such benefits provided
for in the first policy year.

Reserves according to the Commissioners Reserve Valuation
Method for (1) life insurance policles providing for a varying
amount of 1lnsurance or requiring the payment of varying
premiums, (2) group annuity and pure endowment contracts
purchased under a retirement plan or plan of deferred

compensation, established or maintained by an employer

{including a partnership or sole proprietorship) or by an

enmployee organization, or by both, other than a plan providing

individual)l retirement accounts or individual retirement an-
nuities under section four hundred eight (408) of the United
States Internal Revenue Code of 1954, (3) disability and
accidental death penefits in all policies and contracts, and

(4) all other benefits, except life 1nsurance and endowment
benefits in life insurance policies and benefits provided

by all other annuity and pure endowment contracts, shall be

calculated by a method consistent with the principles of this
paragraph "b"”, except that any extra premiums charged because
of 1mpairments ox special hazards shall be disregarded 1in
the determination of modified net premiums.

c. This section shall apply to all annuity and pure endow-~

ment contracts other than group annuity and pure endowment

contracts purchased under a retirement plan or plan of deferred

compensation, established or maintained by an employer (in-

cluding a partnership or sole proprietorship) ox by an employee

organization, or by both, other than a plan providing individ-

ual retirement accounts or individual retirement annuities

-
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under section four hundred eight (408) of the United States ‘
Internal Revenue Code of 1954.

rReserves according to the commissioner's annuity reserve

method for benefits under annuity or pure endowment contracts,

excluding any disability and accidental death benefits in

such contracts, shall be the greatest of the respective

excesses of the present values, at the date of valuation,

of the future guaranteed benefits, including guaranteed

nonforfeiture benefits, provided for by such contracts at

the end of each respective contract year, over the present

=

value, at the date of valuation, of any future valuation
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considerations derived from future gross conslderations,

—
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required by the terms of such contract, that become payable

[
o

prior to the end of such regpective contract year. The future

b
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guaranteed benefits shall be determined by using the mortality

=
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table, if any., and the interest rate, or rates, specified

—
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[
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in such contracts for determining guaranteed benefits. The
valuation considerations are the portions of the respective .

—
i ol

gross considerations applied under the terms of such contracts

[y
<

to determine nonforfeiture values.

3%
-

e d. In no event shall a company's aggregate reserves

22 for all life insurance policies, excluding disability and

23 accidental death benefits, be less than the aggregate reserves
24 calculated in accordance with the methsd methods set forth

25 1n peragraph-Ubl¥-abeve paragraphs "b", "c" and "f" of this

26 subsection and the mortality table or tables and rate or rates

27 of interest used in calculating nonforfeiture benefits for
28 such policies.

29 d e. Reserves for any category of policies, contracts
30 or benefits as established by the commissioner, may be

31 calcuiated at the option of the company according to any

32 standards which produce greater aggregate reserves for such
33 category than those calculated according to the minimum

34 standard herein provided. PRrevided--hewevers-that-reserves

35 fer-partrexpating-life-insuranee-poticies-mayr--with-the-ecorsernt ‘
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sf-the-cemmissioner--be-zateulated-according-te-a-rate-of
*nterest-rower-than-the-rate-of-interest-usaed-in-caleviating
the-nonferferture-penefits-in-such-poelticiess-with-the-further
previpe-that-if-sueh-lower-rate-drfferp-from-the~-rate-unsed
in-the-eatevlatron-ef-the-nonforfeiture-benefite-by-mere-then
ene-half-pereent-the-company-:ssuing-sneh-potiezea-shati~£zle
with-the~commissione¥-a-pitan-previding-fer-such-equitable
inereafger-rf-any--+n-the-cash-surrender-values-and
renferfeiture-bgnefits-in-sueh-policiep-as~-the-comminsiener
shail-apprever

e f. 1If in any contract year the gross premium charged

by any life insurance company on any policy or contract is

less than the valuation net premium for the policy or contract

according to the mortality table, rate of interest and method
used in calculating the reserve thereon, according to the
minimum standard prescribed in this section, &here-shaii-be
mazntained-on-aueh-potrey-er-eentract-a-defigiency~renerve
2n-addition-to-ati-ether-reserves-roguirred-by-taw---Fer-eaeh
sneh-poliey-er-contraet-the-defreieney-reserve-shati-be-the
present-value,-aceerding-te~-sueh~standard--ef-an-annRuriy-of
the-dirfference-between-guek-net-premrum-and-the-premium-eharged
for-gueh-potiey-or-contraet--runnrng-for-the-remazrnder-of
the-premium-payirg-peried the minimum reserve required for

such policy or contract shall be the greater of either the

regserve calculated according to the mortality table, rate

of interest and method actually used for such policy or

contract, or the reserve calculated according to the mortality

table, rate of interest and method used in calculating the

reserve thereon according to the minimum standard prescribed

by this section but replacing the valuation net premium by

the actual gross premium in each contract year for which the

valuation net premium exceeds the actual gross premium.

£ g. The minimum standard for the valuation of all
1individual annuity and pure endowment contracts issued on
or after the operative date of this paragraph, and for all
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annuities and pure endowments purchased on or after such
operative date under group annuity and pure endowment
contracts, shall be the Commissioners Reserve Valuation Methed

Methods defined in paragraph-Upl paragraphs "b" and "c' of

this subsection and the following tables and interest rates:
(1) For individual annuity and pure endowment contracts
issued prior to Jdanuary-i--1986 July 1, 1980, excluding any

disability and accidental death benefits in such contracts, -
-the 1971 Individual Annuity Mortality Table, or any
modification of this table approved by the commissioner, and
six percent interest for single premium immediate annuity
contracts, and four percent interest for all other individual
annuity and pure endowment contracts.

{2) For mrdividuai-anpuiiy-and-pure-endewment-eontraets
tggyed-oR-~er-after-dJannary-;-1986--exetuding-any-disabiizty
and-aeerdental-death-berefits-i+n-such~contractsr-the~1033
tndrvrdual-ARnuiiy-Mertality-Tabler-e¥-any-nedifreantzon-of
this-tabie-appreved-by-the-eemmigsioner --and-three-and-ene-
haitf-pereene-interest individual single premium immediate

annuity contracts issued on or after July 1, 1980, excluding

any disability and accidental death benefits in such

contracts,~--the 1971 Individual Annulty Mortality Table, or

any modification of this table approved by the commissioner,

and seven and one-half percent interest.

{3) For all-ernuities-and-pure-cndewments-purehaced-przer
to-dereary-1;-1986;-under-greup-annduirty-and-pure-endewrert
esntracisr-exetuding-any-disabrizrEy-and-aceidentat-death
berafits-purchased-under-sueh-eontraeter-thke-1971-Greup~ARruiiy
Mortatzty-Fables-or-any-modrfication~ef-this-table-appreved

by-the-commrasioner--and-aix-~perecri-sRterest individual

annuity and pure endowment contracts issued on or after July

1, 1980 other than single premium immediate annuity contracts,

excluding any disability and accidental death benefits in
such contracts,--the 1971 Individual Annuity Mortality Table,
or any modification of this table approved by the commissioner,

-7-
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and five and one-half percent interest for single premium

deferred annuity and pure endowment contracts and four and

one-half percent interest for all other such individual annuity

and pure endowment contracts.

{(4) For all annulties and pure endowments purchased en
or~aftter-January~-3--1986 prior to July 1, 1980, under group

annuity and pure endowment contracts, excluding any disability
and accidental death benefits in purchased under such
contracts, -~the 1971 Group Annuity Mortality Table, or any

o o RS < T ¥ 2 B ~ S VLR oS R

=
<

modification of this table approved by the commissioner, ang

[
[

three-and-one-~-haltf six percent interest.

b
3]

{5} For all annuities and pure endowments purchased on

=
L

or after July 1, 1980 under group annuity and pure endowment

]
wa

contracts, excluding any disability and accidental death

[
wn

benefits purchased under such contracts,--the 1971 Group

Annuity Mortality Table, or any modification of this table

approved by the commissioner and seven and one-half percent

interest.

g h. After July 1, 1974, any company may file with the
commissioner a written notice of its election to comply with
the provisions of paragraph t£U '"g' after a specified date
before January 1, 1979, which shall be the operative date
of paragraph %£% "g" for such company; provided, a company
may elect a different operative date for individual annuity
and pure endowment contracts from that elected for group
annuity and pure endowment contracts. If a company makes
no such election, the operative date of paragraph %8 gV
for such company shall be January 1, 1979.

Sec. 2. Section five hundred eight point thirty-seven
(508.37), unnumbered paragraph one (1) and subsection five
{5), unnumbered paragraph four (4), Code 1979, are amended
to read as follows:

This section shall be known as the "Standard Nonforfeiture

Law for Life Insurance.®

All adjusted premiums and present values referred to in

~8-
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18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

this section shall for all policies of ordinary insurance

be calculated on the basis of the Commissioners 1958 Standard
Ordinary Mortality Table, provided that for any category of
ordinary insurance issued on female risks, adjusted premiums
and present values may be calculated according to an age not
more than th¥ee six years younger than the actual age of the
insured. Such calculations for all policies of industrial
insurance shall be made on the basis of the 1941 Standard
Industrial Mortality Table; provided, however, that any company
may file with the commissioner a written notice of 1ts election
that such adjusted premiums and present values shall be
calculated on the basis of the Commlssioners 1961 Standard
Industrial Mortaiity Table, after a specified date before
January 1, 1968; provided, further, that, whether or not any
election has been made, such Commissionexrs 1961 Standard
Industrial Mortality Table shall be the basis for such
calculations as to all policies of industrial insurance issued
on or after January 1, 1968. All calculations shall be made

on the basis of the rate of interest specified in the policy
for calculating cash surrender values and paid~up nonforfeiture
benefits; provided, that such rate of interest shall not

exceed three and one-half percent per annum, except that a

rate of interest not exceeding four percent per annum may '

be used for policies issued on or after July 1, 1974, and
prior to dammary-3--13986 Julv 1, 1980, and a rate of interest

not exceeding five and one-half percent per annum may be used

for policies issued on or after July 1, 1980. Provided,

however, that in calculating the present value of any paid-

up term insurance with accompanying pure endowment, if any,
offered as a nonforfeiture benefit, the rates of mortality
assumed 1in the case of policies of ordinary insurance, may

be not more than those shown in the Commissioners 1958 Extended
Term Insurance Table, and, in the case of policies of
industrial 1nsurance, may be not more than one hundred thirty
percent of the rates of mortality according to the 1941

-9-
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Standard Industrial Mortality Table, except that when the
Commissioners 1961 Standard Industrial Mortality Table becomes
applicable, as hereinbefore provided, such rates of mortality
assumed may be not more than those shown in the Commlssioners
1961 Industrial Extended Term Insurance Table, provided,
further, that for insurance issued on a substandard basis,
the calculation of any such adjusted premiums and present
values may be based on such other table of mortality as may
be specified by the company and approved by the commissicner.
Sec. 3. Chapter five hundred eight {508), Code 1979, 1is
amended by adding the following new section as section five
hundred eight point thirty-~eight (508.38) of that chapter:
NEW SECTION. 508.38 STANDARD NONFORFEITURES. This sec-
tion shall be known as the "Standard Nonforfeiture Law for

Individual Deferred Annuities."

1. This secticn does not apply to any reinsurance, and
does not apply to any group annuity purchased under a
retirement plan or plan of deferred compensation established
or maintained by an emplover (including a partnership or sole
proprietorship) or by an employee organization, or by both,
other than a plan providing individual retirement accounts
or individual retirement annuities under section four hundred
eight (408) of the United States Internal Revenue Code of
1954, and does not apply to any premium deposit fund, variable
annulty, lnvestment annuity, or immediate annuity, and does
not apply to any deferred annuity contract after annuity
payments have commenced, and does not apply to a reversionary
annuity, and does not apply to any contract which is delivered
outside this state through an agent or other representative
of the company i1ssuing the contract.

2. In the case of contracts issued on or after the opera-
tive date of this section as defined in subsection eleven
(ll) of this section, a contract of annuity, except as stated
in subsection one (1) of this section, shall not be delivered
or issued for delivery in this state unless it contains in

-10-
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substance the following provisions, oI corresponding provisions
which in the opinion of the commissioner are at least as
favorable to the contract holder, upon cessation of payment

of considerations under the contract:

a. That upon cessation of payment of considerations under
a contract, the company will grant a paid-up annuity benefit
on a plan stipulated in the contract of such value as 1s
specified in subsections four (4), five (5), six (&), seven
(7)., and nine (9) of this section.

b. If a contract provides for a lump sum settlement at
maturity, or at any other time, that upon surrender of the
contract at or prior to the commencement of any annuity pay-
ments, the company will pay in lieu of any paid-up annuity
benefit a cash surrender benefit of such amount as is speci-
fied in subsections four (4), five (5), seven (7), and nine
(9) of this section. The company shall reserve the right
to defer the payment of the cash surrender benefit for a
period of six months after demand with surrender of the con-
tract.

c. A statement of the mortality table, if any, and in-
terest rates used in calculating any minimum pald-up annuity,
cash surrender cr death benefits that are guaranteed under
the contract, together with sufficient information to deter-
mine the amounts of the benefits.

d. A statement that any paid-up annuity, cash surrender
or death benefits that may be available under the contract
are not less than the minimum benefits required by any statute
of the state in which the contract is delivered and an explana-
tion of the manner in which such benefits are altered by the
existence of any additional amounts credited by the company
to the contract, any indebtedness to the company on the con-
tract oxr any prior withdrawals from or partial surrenders
of the contract.

Notwithstanding the requirements of this subsection, any
deferred annuity contract may provide that if no considerations

~11-
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have been received under a contract for a period of two full
years and the portion of the paid-up annuity benefit at
maturity on the plan stipulated in the contract arising from
considerations paid prior to such period would be less than
twenty dollars monthly, the company may at 1ts option terminate
the contract by payment in cash of the then present value

of such portion of the paid-up annuity benefit, calculated
on the basis of the mortality table, 1f any, and interest
rate specified in the contract for determining the paid-up
annuity benefit, and by such payment shall be relieved of
any further obligation under the contract.

3. The minimum values as specified in subsections four
(4), five (5), six (6), seven {(7), and nine (9) of this sec-
tion of any paid-up annuity, cash surrender or death benefits
avallable under an annuity contract shall be based upon minimum
nonforfeiture amounts as defined in this section.

a. With respect to contracts providing for flexible con-
siderations, the minimum nonforfeiture amount at any time
at or prior to the commencement of any annuity payments shall
be equal to an accumulation up to such time at a rate of
interest of three percent per annum of percentages of the
net considerationes (as hereinafter defined) paid prior to
such time, decreased by the sum of (i) any prior withdrawals
from or partial surrenders of the contract accumulated at
a rate of interest of three percent per annum and {ii) the
amount of any indebtedness to the company on the contract,
including interest due and accrued; and increased by any
existing additional amounts credited by the company to the
contract.

The net considevations for a given contract year used to
define the minimum nonforfeiture amount shall be an amount
not less than zero and shall be egual to the corresponding
gross considerations credited to the contract during that
contract year less an annual contract charge of thirty dollars
and less a collection charge of one dollar and twenty-five

=12-
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cents per consideration credited to the contract during that
contract year. The percentages of net considerations shall
be sixty-five percent of the net consideration for the first
contract year anc eighty-seven and one-half percent of the
net considerations for the second and later contract years.
Notwithstanding the provisions of the preceding sentence,
the percentage shall be sixty-five percent of the portion
of the total net consideration for any renewal contract year
which exceeds by not more than two times the sum of those
portions of the net considerations in all prior contract years
for which the percentage was sixty-five percent.

b. With respect to contracts providing for fixed scheduled
considerations, minimum nonforfeiture amounts shall be cal-
culated on the assumption that considerations are paid an-
nually in advance and shall be defined as for contracts with
flexible considerations which are paid annually with two ex-

ceptions:
(1) The portion of the net consideration for the first
contract year to be accumulated shall be the sum of sixty-

five percent of the net consideration for the first contract
year plus twenty-two and one-~half percent of the excess of
the net consideration for the first contract year over the
lesser of the net considerations for the second and third
contract years.

(2) The annual contract charge shall be the lesser of
(i) thirty dollars or (ii) ten percent of the gross annual

consideration.
C. With respect to contracts providing for a single
consideration, minimum nonforfeiture amounts shall be de-

fined as for contracts with flexible considerations except
that the percentage of net consideration used to determine
the minimum nonforfeiture amount shall be egual to ninety
percent and the net consideration shall be the gross con-
sideration less a contract charge of seventy-five dollars.

4. Any paid-up annuity benefit available under a contract

-13-
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shall be such that 1ts present value on the date annuity pay-
ments are to commence is at least equal to the minimum non-
forfeiture amount on that date. The present value shall be
computed using the mortality table, if any, and the interest
rate specified in the contract for determining the minimum
paid-up annuity benefits guaranteed in the contract.

$. For contracts which provide cash surrender benefits,
the cash surrender benefits available prior to maturity shall
not be less than the present value as of the date of surrender
of that portion of the maturity value of the paid-up annuity
benefit which would be provided under the contract at maturity
arising from considerations paid prior to the time of cash
surrender reduced by the amount appropriate to reflect any
prior withdrawals from or partial surrenders of the contract,
such present valus being calculated on the basis of an in-
terest rate not more than one percent higher than the interest
rate specified in the contract for accumulating the net con-
siderations to determine such maturity value, decreased by
the amount of any indebtedness to the company on the con-
tract, including interest due and accrued, and increased by
any existing additional amounts credited by the company to
the contract. 1In no event shall any cash surrender benefit
be less than the minimum nonforfeiture amount at that time.
The death benefit under such contracts shall be at least equal
to the cash surrender benefit.

6. For contracts which do not provide cash surrender
benefits, the present value of any paid-up annulity benefit
avalilable as a nonforfeiture option at any time prior to
maturity shall not be less than the present value of that
portion of the maturity value of the paid-up annuity benefit
provided under the contract arising from considerations paid
prior to the time the contract is surrendered in exchange
foxr or changed to, a deferred paid-up annuity, such present
value being caiculated for the period prior to the maturity
date on the basis of the interest rate specified in the con-

-14-
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tract for accumulating the net considerations to determine

such maturity value, and increased by any existing additional
amounts credited by the company to the contract. For contracts
which do not provide any death benefits prior to the
commencement of any annuity payments, such present values

shall be calculated on the basis of such interest rate and

the mortality table specified in the contract for determining
the maturity value of the paid-up annuity benefit. However,
the present value of a paid-up annuity benefit shail not be
less than the minimum nonforfeiture amount at that time.

7. For the purpose of determining the benefits calculated
undexr subsections five (5) and six (6) of this section, 1in
the case of annuity contracts under which an election may
be made to have annuity payments commence at optional maturity
dates, the maturity date shall be deemed to be the latest
date for which election shall be permitted by the contract,
but shall not be deemed to be later than the anniversary
of the contract next following the annuitant’s seventieth
birthday or the tenth anniversary of the contract, whichever
1s later.

8. Any contract which does not provide cash surrender
benefits or does not provide death benefits at least equal
to the minimum nonforfeiture amount prior to the commencement
of any annuity payments shall include a statement in a
prominent place in the contract that such benefits are not
provided.

9. Any paid-up annuity, cash surrender or death benefits
available at any time, other than on the contract anniversary
under any contract with fixed scheduled considerations, shall
be calculated wich allowance for the lapse of time and the
payment of any scheduled considerations beyond the beginning
of the contract year in which cessation of payment of con-
siderations under the contract occurs.

10. For any contract which provides, within the same con-
tract by rider or supplemental contract provision, both an-
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nuity benefits and life insurance benefits that are in excess
of the greater of cash surrender benefits or a return of the
gross considerations with interest, the minimum nonforfeiture
benefits shall be equal to the sum of the minimum nonforfeiture
benefits for the annuity portion and the minimum nonforfeiture
benefits, 1f any. for the life 1nsurance portion computed

as 1f each porticn were a separate contract. Notwithstanding
the provisions of subsections four (4), five (5), six {6),
seven {(7) and nine (9) of this section, additional benefits
payable (a) in the event of total and permanent disability;
(b) as reversionary annuity or deferred reversionary annuity
benefits, or (c) as other policy benefits additional to life
insurance, endowment, and annuity benefits, and considerations
for all such additional benefits, shall be disregarded in
ascertaining the minimum nonforfeiture amounts, paid-up
annuity, cash surrender and death benefits that may be reguired
by this section. The inclusion of such additional benefits
shall not be required in any paid-up benefits, uniess such
additional benefits separately would require minimum
nonforfeiture amcunts, paid=-up annuity, cash surrender and
death benefits.

11. After July 1, 1980, any company may file with the
commissioner a written notice of its election to comply with
the provisions of this section after a specified date but
before July 1, 1982. After the filing of such notice, then
upon such specified date, which shall be the operative date
of this section for such company, this section shall become
operative with respect to annuity contracts thereafter 1issued
by such company. The operative date of this section shall
be July 1, 1982 for all companies which do not so elect an
operative date which 1s earlier than July 1, 1982.

Sec. 4. Section five hundred twelve point forty-three
(512.43), unnumbered paragraph one (1), Code 1979, is amended
to read as follows:

No fraternal beneficiary society not admitted to transact

w]lE-
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1 business in this state prior to July 4, 1907, shall be

2 1ncorporated, or given a permit or certificate of authority ‘
3 to transact business within this state, unless i1t shall first
4 show that the mortuary assessment rates provided for in

% whatever plan of business it has adopted, including the

6 1ssuance of term, whole life, orxr limited payment certificates
7 with withdrawal options, are not lower than is indicated as

8 necessary by the following mortality table, or any more recent
9 table which is applicable to life insurance companies:

10 Sec. 5. Section five hundred twelve point forty-five

11 (512.45), Code 1979, is amended to read as follows:

12 512.45 VALUATION OF CERTIFICATES. The-certifieate-wriE-

13 &en-by-any-demestie-fraternai-bepefieiary-asseeciratien-operating

14 vnder-the-previsionrs—~ef-the-foregeing-moertatity-takie-shaii

15 be-vaiuved-:2R-the-same-manner-ag-previded-in-segtion-568-367

16 exeept-that-sueh-valuatien-shali-be-based-upen-the-foeregeing

17 mextaizty-table-and-four-pereent-interept~

18 i1f-the-gseerety-makes-toans-en-rta-certrficates--the-vatua-

19 £2en-shali-be-bascd-upsn-a-mertaiity-tabie-nmet-ewer-than ‘
20 the-Amerzean-taple-of-mortatity-and-four-and-ene-kalf-pereent

21 xnier¥est- The minimum standards of valuation for certificates

22 issued prioxr to January 1, 1980, shall be those provided by

23 the law in effect prior to January 1, 1980, but not lower

24 than the standards used in the calculation of rates for the

25 certificates. The minimum standards of wvaluation for

26 certificates issued on or after January 1, 1980, shall be

27 those provided for life insurance companies.

28 Sec. 6. Sections five hundred twelve point fifty-seven
29 (512.57) and five hundred twelve point fifty-eight (512.58),
30 Code 1979, are repealed.

31 Sec. 7. This Act takes effect January 1, 1980.
32 EXPLANATICN
33 Sections 1, 2 and 3 of this bill relate to life insurance

34 policies which are subject to the provisions of chapter 508

35 of the Code. .
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Section 1 amends the Code provisions which govern the
standard valuation law. The standard valuation law has the
function of establishing the minimum reserves which life in-
surance companies must maintain to protect their policyholders.
The proposed amendments principally adjust the interest rate
assumptions which must be used to establish reserxrves. By
changing the statutory interest rates to more realistic levels
relative to the prevailing economy, the initial amounts of
premium required to be placed in reserve may be somewhat

reduced. According to the commissioner of insurance the re-
sult should be a trend to lower premiums charged to the public,
while retalining the intended protection through adeguate
reserves.

Section 2 amends the standard nonforfeiture law for life
insurance to adjust the interest rate for the reasons stated
in the explanation of section 1.

Sections 1 and 2 also include an amendment to permit re-
serves to be established for females using a six~year age
setback rather than only three years as at present. This
will enable insurers to price life products more nearly in
accord with actual experience.

Section 3 contains new law which would establish nonfor-
feiture requirements for individual deferred annuities.

According to information received, the revisions contained
in sections 1, 2 and 3 of this bill are recommended by the
National Association of Insurance Commissioners.

Sections 4, S5 and 6 of the bill relate to valuation
standards for insurance certificates issued by fraternal
soclieties. The amendments provide in effect that for
certificates issued on or after January 1, 1980, the valua-
tion standards used to determine reserves shall be the
standards applicable to life insurance companies.

LSB 841S-H 68
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SENATE 3
MARCH 9, 1979

SENATE PILFE 268

$-3171

\omqmmcwl\)»é

Amend Senate File 268 as follows:

1. Page 2, line 6, by striking the word "Jguly”
and inserting in lieu thereof the word “January™.

2. Page 2, line 8, by striking the word "July"
and inserting in lieu thereof the word "January”

3. Page I, line 20, by inserting after the figure
"1954," the words "as now or hereafter amended,"

4. Page 5, line 2, hy inserting after the figure
"1954" the words ", as now or herecafter amended"

5. Page 7, line 7, by striking the word "July"
and inserting in lieu thereof the word "January"

6. Page 7, line 20, by striking the word “Julx'
and inserting in lieu thereof the word "January”

7. Page 7, line 31, by striking the word "July
and inserting in lieu thereof the word “Januarv

8. Page 8, line 6, by striking the word "JULV
and 1nsert1ng in lieu thereof the word "January".

9. Page ¢, line 13, by striking the word "July
and inserting in lieu thercof the word “"January" .

10. Page 9, line 25, by striking the word "uu*’"
and inserting in lieu thercof the word "January "

11. Page 9, line 27, by striking the word 'July
and inserting in lieu thereof the word "January

12. Page 10, lines 16 and 17, by striking the
words "and does not apply to any"

13. Page 10, line 24, by striking the words "and
does not apply to any" and inserting in lieu thereof
the words "as now or hereafter amended,

t4. Page 10, lines 25 and 26, by striking the
words “or immediate annuity, and does not apply to"
and inserting in lieu thereof the words "immediate
annuity,"”.

15. Page 10, line 27, hy striking the words "and
does not apply to a" and inserting in lieu thereof
the word "or".

16. Page 10, line 28, by striking the words "and
does not apply" and inserting in lieu thereof the
word “nor".

17. Page 10, line 33, by striking the word "a"
and inserting in lieu thereof the word "no".

18. Page 10, line 34, by striking the word "not".

19. Page 13, line 17, by striking the words "of
the" and inserting in lieu thereof the words "of
such".

20. Page 11, line 18, by inserting after the word
"demand" the word "thercfor".

21. Page 11, line 28, by striking the words "of
the" and inserting in lieu thereof the words "of
such".

22. Page 11, Vire 3¢, bY inserting after £he vord
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MARCH 9, 1979

5-3171 .

Page 2

1 “"gubsection” the word and fiqurc "two (2)7. '
2 23. Page 12, line 6, by striling the words "thc

3 contract” and inserting xn lieu thereof the word Ysuch
4 contract”.

5' 2. Page 12, line 11, by striking the word "the"

6 and inserting in lieu thereof the word "such".

7 25. Page 13, line 24, by striking the word "years."
8 and inserting in lieu thereof the words "“years; and".
9 26. Page 11U, line 3, by striking the word "The"

10 and inserting in lieu thereof the word "Such".
11 27. Page 14, line 8, by striking the word “"the"
12 and inserting in lieu thexcof the word "such". '
13 '28. Page 15, by striking line 9 and inserting

14 in lieu thereof the words "in no event shall the
15 present value of a paid-up annuity. henefit he".

16 - 29. Page 16, line 22, by striking the word "July"
17 and inserting in lieu thereof the word "January"
18 30. Page 16, Yine 25, hy striking the woxd and

19 figures "July 1, 1982" and inserting in licu thereof
20 the word and figures "January 1, 1981".

21 31. Page 16, line 30, by striking the word and
22 figures "July 1, 1%82" and inserting in licu thereof
23 the word and figures "January 1, 1981".

24 32. Page 16, Yinc 31, hy striking the word and

25 figures “"July 1, 1982" and inserting in licu thercof
26 the word and figures "January 1, 1981",

§-3171 FILED “eloptif s BY COMMITTEE ON COMMERCE
MARCH 8, 1978 Co 3267 EDGAR H. HOLDEN,CHAIRPERSON




