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A BILL FOR 
1 An Act relating to valuation standards and nonforfeiture 

2 provisions for policies of insurance subject to chapters 

3 five hundred eight (508) and five hundred twelve (512) 

4 of the Code. 
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S.F. :?C.1 H. F. 

1 section 1. Section flve hundred eight pOInt thirty-six 

2 (508.36), subsections two (2) and three (3), Code 1979, are 

3 amended to read as follows: 

4 2. This subsection shall apply to only those policies 

5 and contracts issued prior to the operative date of section 

6 508.37 (the Standard Nonforfeiture Law for Life Insurance). 
7 Except as otherwise provided in subsection 3, paragraphs 

8 ufu ~ and u~u ~~ for group annuity and pure endowment 
9 contracts, the m~nimum standard of valuation for all policies 

10 of domestic life insurance companies shall be the Commissioners 

11 Reserve ValuaUon Method defined in paragraph "b" of subsection 

12 3 and the American Experience Table of Mortality and four 

13 and one-half percent interest or the Actuaries' (or Combined) 

14 Experience Table of Mortality and four percent interest, 
15 except that the minimum standard for the valuation of annuities 

16 and pure endowments purchased under group annuity and pure 
17 endowment contracts shall be that provided by this subsection 

18 but replacing the interest rates specified in this subsection 

19 by an interest rate of five percent per annum. 

20 Reserves for all such policies and contracts may be 

21 calculated, at the option of the company, according to any 

22 standards which produce greater aggregate reserves for all 

23 such policies and contracts than the minimum reserves required 
24 by this subsection. 

25 3. This sUbsection shall apply to only those policies 

26 and contracts issued on or after the operative date of section 

27 508.37 (the Standard Nonforfeiture Law for Life Insurance), 

28 except as otherwise provided in paragraphs uiu ~ and u~u 

29 "h" for group annuity and pure endowment contracts issued 

30 prior to such operative date. 

31 a. Except as otherwise provided 1n paragraphs ufu ~ 

32 and u~u "h", the minimum standard for the valuation of all 

33 such policies and contracts shall be the Commissioners Reserve 
34 Valuation Me~Hea Methods defined in ~aFa~FapH-usu paragraphs 

35 "b", "c" and "f" of this subsection 3, five percent interest 
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1 for group annuity and pure endowment contracts and three and 

2 one-half percent interest for all other such policies and 
3 contracts, or in the case of policies and contracts, other 

4 than annuity and pure endowment contracts, issued on or after 

5 July 1, 1974, aRa-~FieF-~e-JaR~aFy-±,-±98eT four percent 

.j -6 interest for such policies issued prior to July 1, 1980, and 

7 four and one-half percent interest for such policies issued 

8 on or after July 1, 1980, and the following tables: 

9 (1) For all ordinary policies of life insurance issued 

10 on the standard basis, excluding any disability and accidental 
11 death benefits in such policies,--the Commissioners 1958 
12 Standard Ordinary Mortality Table, provided that for any 
13 category of such policies issued on female risks all modified 

14 net premiums and present values referred to in this subsection 

15 3 may be calculated according to an age not more than ~HFee 

16 six years younger than the actual age of the insured. 

17 (2) For all industrial life insurance policies issued 

18 on the standard basis, excluding any disability and accidental 

19 death benefits in such policies,--the 1941 Standard Industrial 

20 Mortality Table; provided, however, that the Commissioners 

21 1961 Standard Industrial Mortality Table shall be the table 

22 for the minimum standard when said table becomes applicable 

23 under the Standard Nonforfeiture Law in accordance with section 

24 508.37, subsection 5. 

25 (3) For individual annuity and pure endowment contracts, 

26 excluding any disability and accidental death benefits in 

27 such policies,--the 1937 standard Annuity Mortality Table 

28 or, at the option of the company, the Annuity Mortality Table 

29 for 1949, Ultimate, or any modification of either of these 

30 tables approved by the commissioner. 
31 (4) For group annuity and pure endowment contracts, 

32 excluding any disability and accidental death benefits in 

33 such policies,--the Group Annuity Mortality Table for 1951, 

34 any modification of such table approved by the commissioner, 

35 or, at the option of the company, any of the tables or 
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1 modifications of tables specified for individual annuity and 
2 pure endowment contracts. 

3 (5) For total and permanent disability benefits in or 
4 supplementary to ordinary policies or contracts,--the tables 

5 of "Period 2" disablement rates and the 1930 to 1950 

6 termination rates of the 1952 Disability Study of the Society 
7 of Actuaries, with due regard to the type of benefit. such 
8 table shall, for active lives, be combined with a mortality 
9 table permitted for calculating the reserves for life insurance 

10 policies. 

11 (6) For accidental death benefits in or supplementary 
:2 to policies,--the 1959 Accidental Death Benefits Table combined 

13 with a mortality table permitted for calculating the reserves 

14 for life insurance policies. 

15 (7) For group life insurance, life insurance issued on 
16 the substandard basis and other special benefits,--such tables 
17 as may be approved by the commissioner. 
18 b. ReseFVee Except as otherwise provided 1n paragraphS 
19 "c" and "f" of this subsection, reserves according to the 
20 Commissioners Reserve Valuation Method, for the life insurance 
21 and endowment benefits of policies providing for a uniform 

22 amount of insurance and requiring the payment of uniform 
23 premiums shall be the excess, if any, of the present value, 

24 at the date of valuation, of such future guaranteed benefits 
25 provided for by such policies, over the then present value 

26 of any future modified net premiums therefor. The modified 
27 net premiums for any such policy shall be such uni form 
28 percentage of the respective contract premiums for such 
29 benefits that the present value, at the date of issue of the 
30 policy, of all such modified net premiums shall be equal to 
31 the sum of the then present value of such benefits provided 
32 for by the policy dnd the excess of (x) over (y), as follows: 

33 (x) A net level annual premium equal to the present value, 
34 at the date of issue, of such benefits provided for after 
35 the first policy year, divided by the present value, at the 

-3-

• 

• 

• 



1 date of issue, of an annuity of one per annum payable on the 

2 first and each subsequent anniversary of such policy on which 

3 a premium falls due; provided, however, that such net level 

4 annual premium shall not exceed the net level annual premium 
5 on the nineteen-year premium whole life plan for insurance 

6 of the same amount at an age one year higher than the age 
7 at issue of such policy. 

8 (y) 

9 for in 
A net one-year term premium 

the first policy year. 

for such benefits provided 

10 Reserves according to the Commissioners Reserve valuation 

11 Method for (1) life insurance policies providing for a varying 

12 amount of lnsurance or requiring the payment of varying 

13 premiums, (2) gro~ annuity and pure endowment cvntracts 
14 purchased under a retirement plan or plan of deferred 

15 compensation, established or maintained by an employer 

16 (including a partnership or sole proprietorship) or by an 

17 employee organization, or by both, other than a plan providing 

18 individual retirement accounts or individual retirement an-

19 nuities under section four hundred eight (408) of the United 

20 States Internal Revenue Code of 1954, (3) disability and 

21 accidental death benefits in all policies and contracts, and 

22 (4) all other benefits, except life insurance and endowment 
23 benefits in life insurance policies and benefits provided 

24 by all other annuity and pure endowment contracts, shall be 

25 calculated by a method consistent with the principles of this 

26 paragraph "b", except that any extra premiums charged because 

27 of impairments or special hazards shall be disregarded ln 

28 the determination of modified net premiums. 

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

30 ment contracts other than group annuity and pure endowment 

31 contracts purchased under a retirement plan or plan of deferred 
32 compensation, established or maintained by an employer (in-

33 eluding a partnership or sole proprietorship) or by an employee 
34 organization, or by both, other than a plan providing individ-

35 ual retirement accounts or individual retirement annuities 
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1 under section four hundred eight (408) of the United states 

2 Internal Revenue Code of 1954. 

3 Reserves according to the commissioner's annuity reserve 

4 method for benefits under annuity or pure endowment contracts, 

5 excluding any disability and accidental death benefits in 

6 such contracts, shall be the greatest of the respective 

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

8 of the future guaranteed benefits, including guaranteed 

9 nonforfeiture benefits, provided for by such contracts at 

10 the end of each respective contract year, over the presen! 
11 value, at the date of valuation, of any future valuation 

12 considerations derived from future gross considerations, 

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

14 prior to the end of such respective contract year. The future 

15 guaranteed benefits shall be determined by \lsing the mortality 

16 table, if any, and the interest rate, or rates, specified 

17 in such contracts for determining guaranteed benefits. The 

18 valuation considerations are the portions of the respective 
19 gross considerat. ions applied under t11e terms of such contracts 

20 to determine nonforfeiture values. 
21 e d. In no event shall a company's aggregate reserves 

22 for all life insurance policies, excluding disabi.lity and 

23 accidental death benefits, be less than the aggregate reserves 

24 calculated in accordance with the ffie~kea methods set forth 

25 in ~ai<a~l'a~k-lIl3l1-al3e ... e paragraphs "b", "c" and "f" of this 

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

27 of interest used ~n calculating nonforfeiture benefits for 

28 such policies. 

29 6 e. Reserves for any category of policies, contracts 
30 or benefits as established by the commissioner, may be 

31 calculated 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. P!'e",~6ea.,.-Re",eVeI'7-~ka~-l'eeel'ves 

35 fel'-~al't~e~~a~~H~-l~fe-~R8Hl'aRee-~elieies-ffiay.,.-wi~fi-~e-eSRSeRt 
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1 ef-~ke-eeMffi~BS~eRe~7-ae-2a±e~±a~ea-ae6e~a~fi~-~e-a-~a~e-sf 

2 ~R~e~eBt-±ewe~-~fia~-~ke-fa~e-ef-±~~e~eB~-~aea-~R-€a±eHla~iR~ 

3 ~fle-ReRfe~fe~~~~e-BeRef~~B-iR-B~eR-~B±ieies7-wi~a-~fte-f~~~ReF 

4 ~~eviBB-~Ra~-~f-B~eR-±ewe~-fa~e-a~ffefB-fFeffi-~ke-Fa~e-~Bea 

5 iR-~Re-ea±eMlat%eR-ef-~Re-ReRfe~fe~~H~e-aeRef~~B-ay-mBfe-tRaR 

6 eRe-aali-~efeeRt-tfte-eBm~aRy-iBeHiR~-B~ea-~el~e~eB-BRall-file 

7 wita-tRe-eeMffiies~BHeF-a-~laH-~FeviaiR~-feF-BMeft-e~itaale 

8 iRe~eaBe7-if-aHY7-iH-~e-eaBft-BHFFeHae~-valHeB-aHe 

9 ReRfB~feitH~e-B$aefits-iR-eHeR-~elieieB-aB-~Re-eBmmieBiBHef 

10 sfta±±-a~~Feve~ 

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

12 by any life insurance company on any policy or contract is 

13 less than the valuation net premium for the policy or contract 

14 according to the mortality table, rate of interest and method 

15 used in calculati.ng the reserve thereon, according to the 

16 minimum standard prescribed in this section, tRefe-sa8l1-ae 

17 maiRt8iHea-BR-~H€R-~el~ey-ef-eBRtfaet-a-aefieieHey-~eee~ve 

18 iR-aaaitiBH-~B-a±±-BtRef-fese~vee-fe~Hi~ea-By-law~--FeF-eaeR 

19 sMeH-~B±~eY-Bf-esH~¥aet-tfie-aef~e~eReY-Fese~e-sRal~-8e-tHe 

20 ~feBeRt-Va~He7-aeeBFeiR~-~e-B~eR-e~8RaaFa7-si-aR-aHRH~ty-ef 

21 ~He-aiffeFeHee-BetWeeH-sHeR-Ret-~Fem~Hm-aRa-tae-~Fe~i~-eHaF~ea 

22 fe~-eHea-~B~iey-eF-eSRtFaet7-fHRHiH~-fe~-tHe-FemaiRae~-sf 

23 tfte-~Fem~~ffi-~aY~R~-~ef~ee the minimum reserve required for 

24 such policy or cor-tract shall be the greater of either the 

25 reserve calculated according to the mortality table, rate 

26 of interest ar-d method actually used for such policy or 

27 contract, or the reserve calculated according to the mortality 

28 table, rate of interest and method used in calculating the 

29 reserve thereon according to the minimum standard prescribed 

30 by this section but replacing the valuation net premium by 

31 the actual gross rremium in each contract year for which the 

32 valuation net premium exceeds the actual gross premium. 

33 f g. The minimum standard for the valuation of all 

34 individual annuity and pure endowment contracts issued on 

35 or after the operative date of this paragraph, and for all 

-6-



1 annuities and pure endowments purchased on or after such 

2 operative date under group anlluity and pure endowment 

3 contracts, shall be the Commissioners Reserve Valuation Me~Aea 

4 Methods defined in J!lal'a~l'aJ!lR-uBu paragraphs lib" cmd "c" of 

5 this subsection and the following tables and interest rates: 

6 (1) 

-7 issued 

For individual annuity and pure endowment contracts 

prior to JaRHafy-~~-~9B6 July 1, 1980, excluding any 

8 disability and accidental death benefits in such contracts,= 

9 -the 1971 Individual Annuity Mortality Table, or any 

10 modification of this table approved by the commissioner, and 

11 six percent interest for single premium immediate annuity 

12 contracts, and four percent interest for all other individual 

13 annuity and pure endowment contracts. 

14 (2) For iRa~v~aHa!-aHHHity-aHa-~Hfe-eRae~eRt-eeHtfaet9 

15 ~S9Hea-eR-ef-aftef-aaRHafy-i7-i9B6~-eKeiHaiH~-aHy-s~aaBility 

16 aRs-aeeiaeRea:-aeatA-seHefita-iH-sHeH-eeHtl'aetsT-tfie-:9~i 

17 fHaiviaHa±-AHRHity-Mefta!ity-~aale~-ef-aRy-meaifiea~ieR-ef 

18 tfiis-taale-a~~feve8-By-tfte-eemm*98ieHefT-aRa-tHfee-aHd-eBe-

19 Half-J!lefeeRe-iRtefest individual single premium immediate 

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

21 any disability and accidental death benefits in such 

22 contracts,--the 1971 Indiv~dual Annuity Mortality Table, or 

23 any modi fication of this table approved by the CO[,uni.ssioner, 

24 and seven and one-half percent interest. 

25 (3) For a±±-eHBHities-aHs-~Hfe-eHaewmeste-~HfeHa8ea-~f~ef 

26 te-JeR~a~Y-±T-±9Be;-~Ree~-~feH~-aRR~~~y-aRa-~~Ee-eH66wmeRt 

27 e8R~fae~s;-eKe±HdiR~-aHy-a~BaBi±i~y-aR6-aeei6eR~a±-aeaeft 

28 6eRef~ts-~HfeHaeea-~Hae~-sHefi-eeR~fae~eT-~Re-~g+~-6feH~-ARAHity 

29 MeF~a±ity-~aB±eT-e¥-aRY-ffleaif~ea~~eR-ef-tfti9-tae±e-a~~fBved 

30 aY-£Re-eefflffli9sieRe£;-aRa-s~K-~e£eeH~-iR£e¥es~ individual 

31 annuity and pure endowment contracts issued on or after July 

3? 1,1980 other t_han single premium inunediat_e annuity contracts, 

33 excluding any disability and accidental death benefits in 

34 such contracts, --the 1971 Individual Annuity Mortal i ty Table ' . 

35 or any modification of this table approved by the commissioner, 
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1 and five and one-half percent interest for single prem,lull! 
2 deferred annuity and pure endowment contracts and four and 

3 one-half percent interest for all other such individual annuity 
4 and pure endowment contracts. 

5 (4) For all annuities and pure endowments purchased eft 
6 ef-a£~ef-JBft~afy-±,-±ge& prior to July 1, 1980, under group 

7 annuity and pure endowment contracts, excluding any disability 
8 and accidental death benefits ~H purchased under such 
9 contracts,~the 1971 Group Annuity Mortality Table, or any 

10 modification of this table approved by the commissioner, and 
11 ~fee-afta-efte-Ra~i six percent interest. 
12 (5) For all annuities and pure endowments purchased on 
13 or after July 1, 1980 under group annuity and pure endowment 
14 contracts, excluding any disability and accidental death 

15 benefits purchased under such contracts,--the 1971 Group 
16 Annuity Mortality Table, or any modification of this table 
17 approved by the commissioner and seven and one-half percent 
18 interest. 

19 1jJ!:!. After Jll.ly 1, 1974, any company may file with the 
20 commissioner a wrjtten notice of its election to comply with 
21 the provisions of paragraph ufu ~ after a specified date 

22 before January 1, 1979, which shall be the operative date 

23 of paragraph ufu ~ for such company; provided, a company 

24 may elect a different operative date for individual annuity 
25 and pure endowment contracts from that elected for group 
26 annuity and pure endowment contracts_ If a company makes 
27 no such election, the operative date of paragraph ufu ~ 
28 for such company shall be January 1, 1979. 
29 Sec. 2. section five hundred eight point thirty-seven 
30 (508.37), unnumbered paragraph one (1) and subsection five 
31 (5), unnumbered paragraph four (4), Code 1979, are amended 
32 to read as follows: 

33 This section shall be known as the "Standard Nonforfeiture 
34 Law for Life Insurance." 

35 All adjusted premiums and present values referred to in 
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1 this section shall for all policIes of ordinary Insurance 

2 be calculated on the basis of the Commissioners 1958 Standard 

3 OrdInary Mortality Table, provided that for any category of 

4 ordinary Insurance issued on female risKs, adjusted premiums 

5 and present values may be calculated according to an age not 

6 more than ERFee six years younger than the actual age of the 
7 insured. Such calculations for all policies of industrial 
8 insurance shall be made on the basis of the 1941 standard 

9 Industrial Mortality Table; provided, however, that any company 

10 may file with the commissioner a written notice of its election 

11 that such adjusted premiums and present values shall be 

12 calculated on the basis of the commissioners 1961 Standard 

13 Industrial Mortality Table, after a specified date before 
14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

January 1, 1968, provided, further, that, whether or not any 

election has been made, such Commissioners 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 
25 prior to JaH~aFy-i7-~98& July 1, 1980, and a rate of interest 
26 not exceeding five and one-half percent per annum may be used 

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

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

29 up term insurance with accompanying pure endowment, if any, 

30 offered as a nonforfeiture benefit, the rates of mortality 
31 assumed in the case of policies of ordinary insurance, may 

32 be not more than those shown in the Commissioners 1958 Extended 

33 Term Insurance Table, and, in the case of policies of 

34 industrial insurance, may be not more than one hundred thirty 
35 percent of the rates of mortality according to the 1941 
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1 Standard Industrial Mortality Table. except that when tile 
2 Conunissioners 1961 Standard Industrial Mortality Table becomes 

3 applicable, as hereinbefore provided. such rates of mortality 
4 assumed may be not more than those shown in the conunissioners 

5 1961 Industrial Extended Term Insurance Table. provided. 

6 further. that for insurance issued on a substandard basis. 

7 the calculation of any such adjusted premiums and present 

8 values may be based on such other table of mortality as may 

9 be specified by the company and approved by the commissioner. 

10 Sec. 3. Chapter five hundred eight (508). Code 1979. is 
11 amended by adding the following new section as section five 
12 hundred eight point thirty-eight (508.38) of that chapter: 

13 NEW SECTION. 508.38 STANDARD NONFORFElTURES. This sec-

14 tion shall be known as the "Standard Nonforfeiture Law for 

15 Individual Deferred Annuities." 

16 1. This section does not apply to any reinsurance. and 

17 does not apply to any group annuity purchased under a 

18 retirement plan or plan of deferred compensation established 

19 or maintained by an employer (including a partnership or sole 

20 proprietorship) or by an employee organization. or by both. 
21 other than a plan providing individual retirement accounts 

22 or individual retirement annuities under section four hundred 

23 eight (408) of the United States Internal Revenue Code of 

24 1954. and does not apply to any premium deposit fund. variable 

25 annuity. invesbnent annuity, or immediate annuity. and does 

26 not apply to any deferred annuity contract after annuity 

27 payments have commenced. and does not apply to a reversionary 

28 annuity. and does not apply to any contract which is delivered 

29 outside this state through an agent or other representative 
30 of the company issuing the contract. 

31 2. In the case of contracts issued on or after the opera-
32 tive date of this section as defined in subsection eleven 

33 (11) of this section. a contract of annuity. except as stated 

34 In subsection one (1) of this section. shall not be delivered 

35 or issued for delivery in this state unless it contains In 
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1 substance the following provlsions, or corresponding provisions 

2 which in the opinion of the commissioner are at least as 

3 favorable to the contract holder, upon cessation of payment 

4 of considerations under the contract: 
5 ~. That upon cessation of payment of considerations under 

6 a contract, the company will grant a paid-up annuity beneflt 

7 on a plan stipulated in the contract of such value as is 
8 specified in subsections four (4), five (5), six (6), seven 
9 (7), and nine (9) of this section. 

10 b. If a contract provides for a lump sum settlement at 
11 maturity, or at any other time, that upon surrender of the 

12 contract at or prior to the commencement of any annuity pay-
13 ments, the company will pay in lieu of any paid-up annuity 
14 benefit a cash surrender benefit of such amount as is speci-

15 fied in subsections four (4), five (5), seven (7), and nine 

16 (9) of this section. The company shall reserve the right 
17 to defer the payment of the cash surrender benefit for a 
18 period of six months after demand with surrender of the con-
19 tract. 
20 c. A statement of the mortality table, if any, and in-

21 terest rates used in calculating any minimum paid-up annuity, 
22 cash surrender cr death benefits that are guaranteed under 
23 the contract, together with sufficient information to deter-

-24 mine the amounts of the benefits. 
25 d. A statement that any paid-up annuity, cash surrender 

26 or death benefits that may be available under the contract 
27 are not less than the minimum benefits required by any statute 
28 of the state in which the contract is delivered and an explana-
29 tion of the manner in which such benefits are altered by the 
30 existence of any additional amounts credited by the company 

31 to the contract, any indebtedness to the company on the con-
32 tract or any prior withdrawals from or partial surrenders 

33 of the contract. 
... - 34 Notwithstandinq the requirements of this SUbsection, any 

35 deferred annuity contract may provide that if no considerations 
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1 have been received under a contract for a perlod of two full 

2 years and the portion of the paid-up annuity benefit at 
3 maturity on the plan stipulated in the contract arislng from 

4 consideratIons paid prior to such period would be less than 

5 t .. ,enty dollars monthly, the company may at its option termina te 

6 the contract by payment in cash of the then present value 

7 of such portion of the paid-up annuity benefit, calculated 

8 on the basis of the mortality table, if any, and interest 

9 rate specified in the contract for determining the paid-up 

10 annuity benefit, and by such payment shall be relieved of 

11 any further obligation under the contract. 

12 3. The minimum values as specified in subsections four 

13 (4), five (5), six (6), seven (7), and nine (9) of this sec-

14 tion of any paid-up annuity, cash surrender or death benefits 
15 available under an annuity contract shall be based upon minlmum 

16 nonforfeiture amounts as defined 

17 a. with respect to contracts 

in this section. 

providing for flexible con-

18 siderations, the minimum nonforfeiture amount at any time 

19 at or prior to the commencement of any annuity payments shall 

20 be equal to an accumulation up to such time at a rate of 

21 interest of three percent per annum of percentages of the 

22 net considerations (as hereinafter defined) paid prior to 

23 such time, decrea3ed by the sum of (i) any prior withdrawals 

24 from or partial surrenders of the contract accumulated at 

25 a rate of interest of three percent per annum and (ii) the 

26 amount of any indebtedness to the company on the contract, 

27 including interest due and accrued; and increased by any 

28 existing additional amounts credited by the company to the 

29 contract. 

30 The net considerations for a given contract year used to 

31 define the minimum nonforfeiture amount shall be an amount 
32 not less than zero and shall be equal to the corresponding 

33 gross considerations credited to the contract during that 

34 contract year less an annual contract charge of thirty dollars 

35 and less a collection charge of one dollar and twenty-five 
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1 cents per consideration credited to the contract during that 
2 contract year. The percentages of net considerations shall 
3 be sixty-five percent of the net consideration for the first 
4 contract year and eighty-seven and one-half percent of the 
5 net considerations for the second and later contract years. 
6 Notwithstanding the provisions of the preceding sentence, 
7 the percentage shall be sixty-five percent of the portion 
8 of the total net consideration for any renewal contract year 

9 whlCh exceeds by not more than two times the sum of those 

10 pOl·tions of the net considerations in all prior contract years 
11 for which the percentage was sixty-five percent. 
12 b. with respect to contracts providing for fixed scheduled 
13 considerations, minimum nonforfeiture amounts shall be cal-
14 culated on the assumption that considerations are paid an-
15 nually in advance and shall be defined as for contracts willI 

16 flexible considerations which are paid annually with two ex-
17 ceptions: 

18 (1) The portion of the net consideration for the first 

19 contract year to be accumulated shall be the sum of sixty-

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

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

28 c. with respect to contracts providing for a single 

29 consideration, minimum nonforfeiture amounts shall be de-
30 fined as for contracts with flexible considerations except 
31 that the percentage of net consideration used to determine 
32 the minimum nonforfeiture amount shall be equal to ninety 
33 percent and the net consideration shall be the gross con-

34 sideration less a contract charge of seventy-five dollars. 
35 4. Any paid-up annuity benefit available under a contract 
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1 shall be such that lts present value on the date annuity pay-
2 ments are to commence is at least equal to the minimum non-

-3 forfeiture amount on that date. The present value shall be 

4 computed using the mortality table, If any, and the interest 
5 rate specified in the contract for determining the minimum 
6 paid-up annuity benefits guaranteed in the contract. 
7 5. For contracts which provide cash surrender benefits, 
8 the cash surrender benefits available prior to maturity shall 
9 not be less than the present value as of the date of surrender 

10 of that portion of the maturity value of the paid-up annuity 
11 benefit which would be provided under the contract at maturity 
12 arising from considerations paid prior to the time of cash 
13 surrender reduced by the amount appropriate to reflect any 

14 prior withdrawals from or partial surrenders of the contract, 
15 such present value being calculated on the basis of an in-
16 terest rate not more than one percent higher than the interest 
17 rate specified in the contract for accumulating the net con-
18 siderations to determine such maturity value, decreased by 
19 the amount of any indebtedness to the company on the con-
20 tract, including interest due and accrued, and increased by 

21 any existing additional amounts credited by the company to 
22 the contract. In no event shall any cash surrender benefit 

23 be less than the minimum nonforfeiture amount at that time. 

24 The death benefit under such contracts shall be at least equal 
25 to the cash surrender benefit. 

26 6. For contracts which do not provide cash surrender 
27 benefits, the present value of any paid-up annuity benefit 
28 available as a nonforfeiture option at any time prior to 
29 maturity shall not be less than the present value of that 

30 portion of the maturity value of the paid-up annuity benefit 
31 provided under the contract arising from considerations paid 
32 prior to the time the contract is surrendered in exchange 

33 for or changed to, a deferred paid-up annuity, such present 
34 value being calculated for the period prior to the maturity 
35 date on the basis of the interest rate specified in the con-
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1 tract for accumulating the net considerations to determine 

2 such matur1ty value, and increased by any existing additional 

3 amounts credr ted by the company to the cont.ract. For contracts 

4 which do not pro'Jide any death benefits prior to the 

5 commencement of any annuity payments, such present values 

6 shall be calculated on the basis of such interest rate and 
7 the mortality table specified in the contract for determining 

8 the maturity value of the paid-up annuity benefit, However, 

'/'- 9 the present value of a paid-Up annuity benefit shall not be 

10 less than the minimum nonforfeiture amount at that time, 

11 7. For the purpose 

12 under subsections five 

of determining the benefits calculated 

(5) and six (6) of this section, in 

13 the case of annuity contracts under which an election may 

14 be made to have annuity payments commence at optional maturity 

15 dates, the maturity date shall be deemed to be the latest 

16 date for which election shall be permitted by the contract, 
I? but. shall not be deemed to be later than the anniversary 

18 of the contract next following the annuitant's seventieth 

19 birthday or the tenth anniversary of the contract, whichever 
20 1S later. 

21 8. Any contract which does not provide cash surrender 

22 benefits or does not provide death benefits at least equal 

23 to the minimum nonforfeiture amount prior to the commencement 

24 of any annuity payments shall include a statement in a 
25 prominent place in the contract that such benefits are not 
26 provided. 

27 9. Any paid-up annuity, cash surrender or death benefits 

28 aVdllable at any time, other than on the contract anniversary 

29 under any contract with fixed scheduled considerations, shall 

30 be calculated with allowance for the lapse of time and the 

31 payment of any scheduled considerations beyond the beginning 

32 of the contract year in which cessation of payment of con-

33 siderations under the contract occurs. 

34 10. FOr any contract which provides, within the same con-
35 tract by rider or supplemental contract provision, both an-
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1 nuity benefits and life insurance benefits that are in excess 
2 of the greater of cash surrender benefits or a return of the 
3 gross considerations with interest, the minimum nonforfeiture 

4 benefits shall be equal t.o the sum of the minimum nonforfeiture 

5 benefits for the annuity portion and the minlmum nonforfeiture 

6 benefits, if any, for the life insurance portion computed 
7 as if each portion were a separate contract. Notwithstanding 
8 the provisions of subsections four (4), five (5), six (6), 
9 seven (7) and nine (9) of this section, additional benefits 

10 payable (a) in the event of total and permanent disability; 
11 (b) as reversionary annuity or deferred reversionary annuity 
12 benefits, or (c) as other policy benefits additional to life 
13 insurance, endowment, and annuity benefits, and considerations 
14 for all such additional benefits, shall be disregarded in 
15 ascertaining the minimum nonforfeiture amounts, paid-up 

16 annuity, cash surrender and death benefits that may be required 

17 by this section. The inclusion of such additional benefits 
18 shall not be required in any paid-up benefits, unless such 
19 additional benefits separately would require minimum 
20 nonforfeiture amounts, paid-up annuity, cash surrender and 
21 death benefits. 

22 11. After July 1, 1980, any company may file with the 
23 commissioner a written notice of its election to comply with 

24 the provisions of this section after a specified date but 
-25 before July 1, 1982. After the filing of such notice, then 

26 upon such specified date, which shall be the operative date 
27 of this section for such company, this section shall become 
28 operative with respect to annuity contracts thereafter issued 
29 by such company. The operative date of this section shall 
30 be July 1, 1982 for all companies which do not so elect an 
31 operative date ~Ihich is earl ier than July 1, 1982. 

32 Sec. 4. Section five hundred twelve point forty-three 

33 (512.43), unnumbered paragraph one (1), Code 1979, is amended 
34 to read as follows: 

35 No fraternal beneficiary society not admitted to transact 
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1 business in this state prIor to July 4. 1907. shall be 

2 incorporated, or gIven a permit or certificate of authority 

3 to Lransact. business within this state. unless it shall first 

4 show that the mortuary assessment rates provided for in 

5 whatever plan of business it has adopted. including the 

6 issuance of term. whole life. or 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 ~plicable to life Insurance companies: 

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

11 (512.45). Code 1979. IS amended to read as follows: 

12 512.45 VALUATION OF CERTIFICATES. ~fie-eef~~f~ea~e-w~i~-

13 €eft-sy-afty-eeffies~~e-ffa~eFRa±-BeRef~eiaFy-asseeia€ieft-e~eFa~ift~ 

14 ~Reef-tfle-~fevisieR8-ef-~Re-fefe~eiR~-ffieFta±~€y-taB±e-BRa!! 

15 5e-va~Hee-ift-~Re-Same-MaRRef-a8-~feviee8-iH-seetieR-59B~3e7 

16 eKee~~-tRat-s~eR-va±~atieR-sfla±~-Be-Base8-~~eR-tRe-fefe~e~R~ 

17 me~€a±i~y-€aB±e-afte-fe~F-~eFeeR€-iRteFest~ 

18 if-tae-seeie€Y-ffiakes-ieaHS-eR-l€8-eeftifieates,-tae-va!~e-

19 ~~eft-8Ra!±-ee-Base8-~~eR-a-ffieF~a!ity-~aB±e-Ret-±eweF-~Raft 

20 tRe-AmefieaR-t~±e-ef-ffief€a±i€y-aR8-fe~f-aRa-efte-Ra±f-~eF€eRt 

21 iR~efe8€~ The minimum standards of valuation for certificates 

22 Issued prior 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 valuation 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, 

31 Sec. 7. 

32 

are repealed. 

This Act takes effect January 1. 

EXPLANATION 

1980. 

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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1 section 1 amends the Code 

2 standard valuation law. The 

S.F. ~u. H.F. 

provisions which govern the 

standard valuation law has the 

3 function of establishing the minimum reserves which life In-
4 surance companies must maintain to protect their policyholders. 

5 The proposed amendments principally adjust the interest rate 

6 assumptions which must be used to establish reserves. By 

7 changing the statutory interest rates to more realistic levels 

8 relative to the prevailing economy, the initial amounts of 

9 premium required to be placed in reserve may be somewhat 

10 reduced. According to the commissioner of insurance the re-
11 suIt should be a trend to lower premiums charged to the public, 

12 while retaining the intended protection through adequate 
13 reserves. 

14 section 2 amends the standard nonforfeiture law for life 

15 insurance to adjust the interest rate for the reasons stated 

16 ln the explanation of section 1. 

I? Sections 1 and 2 also include an amendment to permit re-

18 serves to be established for females using a six-year age 

19 setback rather than only three years as at present. This 

20 will enable insurers to price life products more nearly in 

21 accord with actual experience. 
22 Section 3 contains new law which would establish nonfor-

23 feiture requirements for individual deferred annuities. 

24 According to information received, the revisions contained 

25 in sections 1, 2 and 3 of this bill are recommended by the 

26 National Association of Insurance Commissioners. 

27 sections 4, 5 and 6 of the bill relate to valuation 

28 standards for insurance certificates issued by fraternal 

29 societies. The amendments provide in effect that for 

30 certificates issued on or after January 1, 1980, the valua-

31 tion standards used to determine reserves shall be the 
32 standards applicable to life insurance companies. 

33 

34 

35 
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SENATE 3 
MARCH 9, 1979 

SENATF. FILF. 26R 

'5-3171 

• 2 
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4 
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8 
9 

10 
1 1 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 '. 27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
110 
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112 
43 
44 
45 
46 
47 
48 
49 . ') 

Amend Senate File 268 as follows: 

1. Page 2, line 6, hy striking the word "July" 
and inserting in lieu thereof the Hard "January"-:-

2. Page 2, line 8, hy striking the ~lord ";July" 
~ 

and inserting in lieu thereat the \'Jorel "JanU"l:-Y". 
3. Page Q, line 20, by inserting after the figure 

"1954," the words "as no", or hereaf.tel:- aPlende<l,". 
--4-. Page 5, line 2, hy inserting after the figure 

"1954" the wordS ", as now or hereafter amended". 
---s:- Page 7, line 7, by striking the \-lore: "July" 

and inserting in lieu thereof the ,JOrd "January": 
6. Page 7, line 20, by striking the Hard "July" 

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

and inserting in lieu thereof the word "JanuaJ:~ 
8. page 8, line 6, by striking the word "JUly" 

and inserting in lieu thereof the word "January--.o:-
9. Page 8, line 13, 1">y striking the \-lord "~July" 

and inserting in lieu thereof the '-lorel "JanuarT-
10. Page 9, line 25, hy strikin<J the ~IOrcl "~uly" 

and inserting in lieu thereof the word "January". 
11. Page 9, Line 27, by strlking the word ",July" 

and inserting in lieu thereof the \'lord "January"-.-
12. Page 1 0, lines 1(; and 17, by stl:- iki ncr 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 thel:-eof 
the words "as nOw or hereafter amended,". 

14. Page 10, lines 2S and 2G, by striking the 
~lOrds "or immediate annuity, and does not ilpply to" 
and inserting in lieu thereof the Hords "immediate 
annui ty, " . 

1 S. Page 10, line 27, by strH:ing the Vlords ",lOd 
does not apply to a" and inserting in lieu thereof 
the word "or". 

16. Page 10, line 28, by striking the vTords "an<l 
does not apply" and inserting in lieu thereof the 
word "nor". 

17. Page 10, line 
and inserting in lieu 

18. Page 10, Ii ne 
1 9 . Page 11 , line 

the" and inserting in 
such". 

33, }.\y !;triking the word "~" 

thereof the vlord "no". 
3{1. by strikitl'J the \'JOn1 "noL". 
17. by stril<in<j the \-lOr<1s "of 
lieu thereof the Hords "of 

20. Pa<Je 11, line 10. hy inserting after the word 
"demand" the word "therefor". 

21. Page 11. line 211, by st.r.i.l:ing the "orus "of 
the" and inserting in lieu thereof the words "of 
such" . 

22. Page 11, 



SENATE 4 
~1ARCH 9, 1979 

5-3171 
Page 2 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

·"subsection" the \·lor.d am1 ficlUI·C "t\o]o {/.)". • 
23. Page 12, line 6, hy ~tr.iU.ng the wonl,; "the 

contr.act" <lnd inserting in lieu thel:eo[ the word "such 
contract". 

211. Page 12, line 11, hy striking the word "the" 
and inserting in lieu thereof the \'lord "such". 

25. Page 13, line 2 11, by striking the Hord "years." 
and inserting in lieu thereof the "lords "ye<'lrs; and". 

26. Page 111, line 3, by striking the "lOrd "The" 
and inserting in lieu thereof the word "Such". 

27. Page 111, line R, hy striking the vlord "the" 
and inserting in lieu thereof tile Hord "such". 

28. Page 15, by striking line 9 and inserting 
in lieu thereof the words "in no event shall the 
present value of a paid-Up annuity.henefit be". 

. 29. Page 16, line 22, by strikIng the \10'("<1 "July" 
and inserting in lieu thereof the \-lOrd "<J,"1l1\1ilry". 

30. Page 16, line 25, hy fitt:iking the word and 
figures "July 1, 1902" and inserting in lieu thereof 
the word and figures "Jilnuilry 1, 1981". 

31. Page 16, line 30, hy stril:ing the \-Jonl <111"1 
figures -July 1, 19B2" and inscrting in lieu tharcof 
the word and figures "Janu~ry 1, 1981". 

32. Page 16, line 31, hy strikin':l the \-Ionl <lnd 
figures "July 1, 1982" ilnu in!;crt.ing in lieu tllervof 
the word anC! figures "Janui.lry 1, 1981". 

S-3171 FILED 
t-UIRCH 8, 1979 

BY Cot'I..MITTEE ON COM.'lERCE 
EDGAR H. HOLDEN,CHAIRPERSON 
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