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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 subsaction shall apply to only those policies
and contracts issued prior to the operative date of section
508.37 (the Standard Nonforfeiture Law for Life Insurance).

Except as ctherwise provided in subsection 3, paragraphs

£ Vgt and 4gi Yh' for group annuity and pure endownent
contracts, the minimum standard of valuation for zll policies
of cdomestic life insurance companies shall be the Commissioners
Reserve Valuation Method defined in paragraph "b" of subsecticn
3 and the american Experience Table of Mortality and four

and cne-half percent interest or the Actuaries' (or Combined)
Experience Table of Mortality and four percent interest,
erxcent that the minimun standard for the valuation of annuities

and nure endowments purchased under groun annuity and pure

endoient contracts shall be that provided by this subsection

but replacing the interest rates specified in this subsection

by an interest rate of five percent vey annumn,

Reserves for &ll such policies and contractis may be
calculated, at the option of the company, according to any
standards which produce greater aggregate reserves for all
such policies and contracts than the minimum reserves reguired
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 Standaxrd Nonforfeiture Law for Life Insurance),
except as otherwise provided in paragraphs #$4 "g" and Yg¥
"h" for group annuity and pure endowment contracts issued

prior to such operative date.

a. Except as otherwise provided in paragraphs ¥£# "g'
and ¥gt "h", the minimum standard for the valuation of all
such peolicies and contracts shall be the Commissioners Reserve
Valuation Hethed Methods defined in paragraph-YbY paragraphs
b, Ye' and Yf" of this subsection 3, five percent interest
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for group annuity and pure endowvment contracts and three and

once~-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-daruary-:,~3986y four percent
interest for such policies issued prior to July 1, 1880, 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

(e oo RS B R A LS I

[
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on the standard basis, excluding any disability and accidental

[}
)

death benefits in such policies,-~the Commnissioners 1958

)
[N}

Standard Ordinary Mortality Table, provided that for any

b
(¥

category of such policies issued on female risks all modified

$—
'S

net premiums and present values referred to in this subsection

=
.

3 may be calculated according to an age not more than &hree

[
h

six years younger than the actual age of the insured.

—
~J

{(2) For all industrial life insurance policies 1issued
on the standard basis, excluding any disability and accidental

s
w o

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

[x¥]
o

Mortality Table; provided, however, that the Commissioners
1961 Standard Industrial Mortality Table shall be the table
for the minimum standard when said table becomes applicable

[ B oS
[

under the Standard Nonforfeiture Law in accordance with section
508.37, subsection 5.
(3) For individual annuity and pure endowment contracts,

NN DR
ok W

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

BN
(1o 0 BN |

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

Ly
<

tables approved by the commissionexr.

9]
et

(4) For group annuity and pure endowment contracts,

L
3%

excluding any disability and accidental death benefits in

93]
[#%]

such policies,--the Group Annuity Mortality Table for 1951,
any modification of such table approved by the commissioner,

7
'

or, at the option of the company, any of the tables or

w
un
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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 t¢ ordinary policies or contracts,--the tables
of "Period 2" disablement rates and the 1930 to 1950
termination rates of the 1952 Disability Study of the Society
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 policieg,~--the 1959 Accidental Death Benefits Table combined
with a mortality table parmitted for calculating the reserves
for life insurance policies.

{(7) ¥or group life insurance, life insurance issued on
the substanderd basis and other special benefits,--such tables
as mayv be apnroved by the commissioner.

b. Reserves pxcepl a¢ otherwise provided in paragraphs

f this subsection, reserves according to the

“C" and !lf" o

Commissioners Reserve Valuation Method, for the life insurance
and endowwent benefits of policies providing for a unifornm
amount of insurance and reguiring the payment of uniform
premiums shall be the excess, if any, of the present value,
at the date of valuation, of such future guaranteed benefits
provided for by such policies, cver the then present value
of any future modified net premiums there¢for. 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:
(%) 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

-3-
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’ 1 date of 1ssue, of an annuity of one per annum payable on the
‘ 2 first and each subseguent 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 1ssue of such policy.
8 (y) A net cne-year term premium for such benefits provided
9 for in the first policy year.

et
<

Reserves according to the Commicsioners Reserve Valuation

—
W]
et

Method for (1} life insurance policies providing for a varying

4
[t

amount of insurance or requiring the payment of varying

-
1

prenmiums, {2) group annuity and pure endowment contracts

et

pt
W

purciased under a retircment plan or plan of deferred

b
wn

conpensation, established or maintained by an employer

H
fa))

(including a partnership or sole proprietorship) or by an

b
~J1

emolovee oraganizotion, or by both, other than a plan previding
individual retirement accounts or individuzl retirement an-

|l el
O ®

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

N
o

Statces Internal Revenue Code of 1954, (3) disakility and

o
[

accidental death benefits in all policies and contracts, and

o
to

(4) all other benefits, except life insurance and endowment

o
[VS ]

benefits in life insurance policies and benefits provided

3]
W

by all other annuity and pure endowment contracts, shall be

[£%4
w

calculated by a method consistent with the principles of this

(¥}
Loyl

paragraph Yb", except that any extra premiums charged because

o
3

of impairments or special hazards shall be disregarded in

8o
@

the determination of modified net premiums.

3%
Vel

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

[¥5)
L)

ment contracts other than grouv annuity and pure endowmant

)
=

contracts purchased under a retirenment plan ox plan of deferragd

W
3%

compensation, established or maintained by an employer {in-

{4
L

cluding a partnership or sole proprietorship) ox by an employee

(9]
W

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

ual retirement accovnts or individual retirement annuities
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4




under section four hundred eight (408) of the United States

Internal Revenue Code of 1954.
Reserves according to the commissioner's annvity reserve

1

2

3

4 method for benefits under annuity or pure endowment contracts,
5 excluding anv diszability and accidental death benefits in
6
7
8
e

such cortracts. shall be the greatest of the raspective
esxcesses of the nresent values, at the date of valuation,

off the future guaronteed henefits, including guaranteed
g

nonforfeiture benefits. vrovided for by such ccntracts at
10 the end of each resvective contract vear, over the present
11 value, 2zt the date of valuatien, of any future valuation
12 considerations dorived frem future c¢ross considerations,
13 reguired by the terms of such contract, that become pavyable

14 pricr to the erd of such respective contract year. The future
15 guarantecd benefits shall be determined by using the mortality
16 tabie, if any, and the interest rate, ox rates, specified

SUC

¢h contracts for

3
18 vajuaticn considerations are the portions of the respective
avplied under the terms of such contracts

eterm;nlng quaranteed kenefits. The

d
19 gross censiderati
20 to

)|
termine nonfoifeifure values.

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

22 for all life insurance policles, excluding disability and

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

25 1n paragraph-ibY¥-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 policiles, contracts

30 or .benefits as established by the commissioner, may be

31 calculated at the option of the company according to any

32 standaxds which produce greater aggregate reserves for such

33 category than those vcalculated according to the minimum

34 standard hereln provided. Frovideds-howevers-that-reserves
fer-pariieipating-tife-insuranee-potiezes-may,-vwitn-the-consent

5=
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ef~-the-comm+paronerr-he-catentated-aceording-to-a-rate-of
rpierepE~lover-than~-the-rate-eof-interent-uned-ir~ecatentating
the-renferfettnre-pbenafito-2n~such-pelieienry~with~the-further
previgs-that-+f-nueh~tover-rate~-differn~{from-the-rate-uged
iR-ithe-eatenvtation-ef-the-ponforferture~henefrto-by~more~than
ope~balf-percent~the-conpany~-rssuing~suel-peticies-ghatli~£fzie
with-the-eoxmigoiener-a~-pian-provziding-£for-sueh-equitable
ine¥eager~fi-Any-r—-in-the-gash-gurrendex-values—and
Heriorierture-pPerefrEs-in-sueh-policies-an-the-eornmi 982 9REF
gkati-approves

e f. 1f in any contract yvear the gross premium charged

by any life insucrance company on any policy or contract 1is
less than the vaiuation net premium for the policy or contract
according to the mortzlity table, rate of interest and method
1sed in calculating the reserve thereon, according to the
min:zmum standaxd prescribed in this section, there-shail-be
ma&néaéaed~eﬁ—suea-eeééevw@f-eensfee%—a-deﬁéeieney~resefve
Ep-pGditign-te~aid-othes-regervag-required-by-tavws--Fer-eaah
saehrpei1ey-ef-eent§ae€—%he-aewae&eney—fesefve-eha%&-bemthe
PYELCRS-YRAIYe~~2CEOFELR -ta-ﬂueh-séaﬁéar1-~e€-a&-aﬁnui€y-e£
the-dxfierence-betveen-sueh-net~prerntun-apd-the-prentum-ehargad
for~cueh-peizev-cr-eentraety-running-£for-the~remainder-of

the-preatum-paying-perzed the minimum reserve reguired for

such volicv or contract shall be the greater of either the

reserve calculated according te the mortality table, rate

of interest and method actuallv used for such pelicy or

contract, or the roserve calculated according to the mortality

table, rate of ianterezt 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 ¢ross prewmiwa in each contract vear for which the

valuation net premium exceeds the actual gross premium.

£

£ g, The minimum standard for the valuation of all
individual annuity and pure endowment contracts issued on
or after the operative date of this paragraph, and for all
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anuuities and pure endowments purchased on or after such
operative date under group annuity and pure endownent
contracts, shal) be the Commissioners Reserve Valuation Hethed
Methods defined in paragraph-ibi paragraphs "b" and "¢" of
this subscctien and the following tables and interest rates:
(1) TFor individual annuity and pure endowment contracts
issued prior to Janrary-1:-12966 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 endouwment contracts.

{(2) For individual-g&RRuitv-apd-pure-endewment-ceonctracks
rssved-en~er-~affer-January-1-~1986--exeluding-any-cisabrIi ey
angd-aeeidenial-~degth-benefrte~in-auch-eontractsr-the~19331
Indrviduai-Arnuity-Heytetitv-Fablesr-e¥-ary-nmodifrecation-of
thra-tabte-cipreved-hv-the-conmissoner-~and-thxee~and~ene- .
katf-pereert-intereat individual single premium lmnmediate

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

¢

1ty and accidental death benefits in such
€71 Individgal Annuity dMortality Table, or
ficztion orf this table approved bv the commissioner,

alf percent i1nterest.

)
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N
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<
m
o
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3
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Q
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D
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For ali-cuneities-erd-pure-endovirents-purchaped-prier
to-danuary-3--19086--nnder~group-annurEy-and-pure-eRdownent
eontraeisdr~ereiuadrng-any-digability-and-aceidental~death
Berefits-purchnged-under~gueh-conEracts ~the-12972-Sroup-ARAutty
Herzairity-Tobres-orx-any-wedrfreatron-ef-this-table-appreved

by~the-eemmissienery-and-six-pergent-interest individual

annpulty and pure endowment contracts issued on or after July

1, 1980 othcr than single premiuvm lmmediate annuity contracts,

excluding any disabilitv and accidental death benefits in
such contrects,--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

deferre-d 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 annuities and pure endowments purchased en
e¥-after-Januvarv-1-~3986 prior to July 1, 1980, under group

annuity and pure endowment contracts, excluding any disability
and accidental death benefits #n purchased under such

contracts,-~the 1971 Group Annuity HMertality Table, or any
modification of this table approved by the commissioner, and
three-and-ere-half six percent interest.

{5) TFor all arnuities and pure endowwer.ts purchased on

or after July 1, 1980 under aroup annuitv and nure endowmant

contracts, excluding any disabilitv and accidental death

benefits purchesed under such contracts,--the 1971 Groun

A ———

Annuitv Moartality Table, or anv medification of this table

approved by the commissioner and seven and one-half percent

intarest.

g h. After July 1, 1974, any company may file with the
commissloner a written notice of its election to comply with
the provisions of paragraph 4£& '“g" after a specified date
before January 1, 1979, which shall be the cperative date
of paragraph 4€& "g" for such company; provided, a company
may elect a different operative date for individuwal annuity
and pure endowment contracts from that elected for group
annulty and pure endowment contracts. If a company makes
no such election, the operative date of paragraph 4£% 'g"
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), uwnnumbered paragraph four (4), Code 1979, are amended
to read as follows:

This section shall be known as the "Standard Nonforfeiture
Law for I,1fe Insurance."

All adjusted premiums and present values referred to in

-8-
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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 volues may be calculated according to an age not
more than #hree six years younger than the actual age cf the
insured. Such calcuiations for all policies of industrial
insurance shall be macde on the basis of the 1941 Standard
Ingdustrial lMortality Table; provided, however, that any company
may Iile with the commnissioner a written notice of its election
that such adjusted premiums and present values shall be
calculated on the basis of the Commissioners 19€1l Standard
Industrial lortality Table, after a specified date before
January 1, 1968; provided, further, that, whether or not any
election has been made, such Commissioners 1961 Standard
InGustrial liortality Table shall be the basis for such
calculations as to all policies of industrial insurance issued
on cr after Januaxy 1, 1968. All calculiatiens 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 interecst not exceeding four percent per annum may

be used for pelicies issuved on or after July 1, 1274, and

prior to daruvary-i;-3986 July 1, 1980, and a rate of interest

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

for rolicies issucd on or after July 1, 1980. Provided,

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

up term insurance with accompanying pure endcwment, 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, énd, in the case of policies of
industrial insurance, may be not more than one hundred thirty
percent of the rates of mortality according to the 1941

Q-
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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 Commissioners
1961 Industrial Extended Term Insurance Table, provided,
further, that for insurance iscsued 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 commissioner.

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 SECTICN. 508.38 STANDARD NOWFORFEITURES. This sec-
tion shall be known as the "Standard Nonforfeiture Law for
Individual Deferred Annuities.™

1. This section 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 employer (including a partnership or sole
preprietorship) or by an employee organization, or by both,
other than a plen 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
annuity, investment annuity, or immediate annuity, and does
not apply to any deferred annuity ccentract 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 issuing the contract.

2. In the case of contracts issued on or after the opera-
tive date of this section as defined in subsection eleven
(11) 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 1in

-10=
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substance the following provisions, or 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 stipuleted in the contract of such value as 1is
cspecified in subsections four (4), five (5), six (6), seven
(7), and nine (9) of this section.

b. 1If a contract provides for a lump sum settlement at
raturity, or at aany other time, that upcn surrender of the
contract at or prior to the commencenment 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 1n subsections four (4), five (5), seven (7), and nins
(9) of this section. The company shall reserve the right
to defer the payment of the cash surrender bencfit for a
period of s£ix months after demand with surrender of the con-
tract.

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

é. A statement that any paid-up annuity, cash surrender

or death benefits that may be available under the contract

are not less than thie minimum benefits required by any statute
of the state in wnhich thz contract is delivered and an explanae
tion of th2 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 or 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 ¢f 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 its option terminate
the contract by peyment in cash of the then present value

of such porticn of the paid-up annuity benefit, calculated
on the basis of the mortality table, if any, and interest
rate specified in the contract for determining the paid-up
annuity benefit, and by such payment shall be rzlieved of
any further oblication under the contract.

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

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 accwnrulation up to such time at a rate of
interest of three percent per annum of percentages of the
net considerations (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 {1i) 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 considerations for a given contract year used to
define the minimum nonforfeiture amount shall be an amount
not less than zero and shall be equal to the corresponding
gross considerations credited to the contract during that
contract year less an annual contract charge of thirty dclliars
and less a collection charge of one deollar and twenty-five

-12-




cents per consideration credited to the contract gduring that
contract year. The percentages of net considerations shall
be sixty-five percent of the net consideration for the first
contract year and 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

for which the percentage was sixty-five percent.

R WP
MR O D R WK

[
(¥}

considerations, minimum nonforfejture amounts shall be cal-

—
o

culated cn the assumption that considerations are paid an-

o)
(%)

nually in advance and shall be defined as for contracts with

[
o3

flexible considerations which are paid annually with two ex-

-
~J)

ceptions:
{1) 'The portion of the net consideration for the first

W
v @

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

3]
<

five percent of the net consideration for the first contract

3%}
bt

yecar plus twenty-two and one-half percent of the excess of

3%
3%

the net consideration for the first contract year over the

*
w

. lesser of the net considerations for the second and third

o
W

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 centracts providing for a single
consideration, minimum nonforfeiture amounts shail be de-
fined as for contracts with flexible considerations except
that the percentage of net consideration used to determine
the mininum nonforfeiture amount shall be equal 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=-

portions of the rnet considerations in all prior contract years

b. With respect to contracts providing for fixed scheduled
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shall be such that its 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.

5. 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
erising from conciderations 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 value being calculated on the basis of an in-
terest rate not more than cne percent higher than the interest
rate gpecified in the contract for accumulating the net con-
sicderations 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 DY
any existing additicnal amounts credited by the company to
the contract. In 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 egual
to the cash surrerndexr benefit.

6. For contracts which do not provide cash surrender
benefits, the present value of any paid-up annuity benefit
available 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
for or charnged to, a deferred paid-up annuity, such present

value being calculated 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. Yor contracts
which do not provide eny death benefits »rior to the
cormencement 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,

(No TR o « BENENG B « AT & T I S

the present value of a paid-up annuity bznefit shall not be

—
<

lecs than the minimum nonforfeiture amount at that time.

i
H

Y. Foxr the purpose of determining the benefits calculated

-
%

under subsections five (5) and six {6) of this section, in

-]
w

the case of annulty contracts under which an election may

=
1=

be made to have annuity payments commence at optional naturity
15 dates, the maturity date shall be deemed to be the latest
16 dale for which electicon chall be permitied by the contract,
7 but chall not be deemsd to be later then the anniversary
18 oi the contract next follcewing the annuitant’s seventicth .
19 birithday or the tenth anniversary of the contract, whichover
20 it

1
21 8. Any contract which does not provide cash surrender

22 berzfits or do=s not provide death benefits at least equal

23 to the mininum nonforfeiture amount prior to the commencement

24 of any annuity payments shall include a statement in a

25 preowminent place in the contract that such benefits are not

26 provided.

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

28 availlable at any tiwre, other than on the contract anniversary

29 under any contract with fined scheduled consideraticns, shall

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

31 payment of any scheduled considerations beyond the beginning

32 of the contract year in which cescation of payment of con- w

33 sideratlons under the contract occurs. '

34 10. For any contract which provides, within the same con- :
- 35 tract by rider oxr supplemental contract provision, both an- . ‘

15~
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16

17

2
21
-22
23
24

27
28
29
30
31
32
33
34

9P
19

nuity benefits and life insurance benefits that are in excess

ol the greater of cash su

gro:a: conniderations with

benefats shall be equal to the sum of the minimum

rrender boenoefits or a return of the

mmterest, the mingmum nonforfeiture

benefits for the annuity portion and the minimum nonforfeiture

benefits, 1f anv, for the
as if ecch vortion were a
the provisjons cf{ subsect
seven (7) angd nine {8) of

le (&) in the event

L
)
e
jadd
oy

22 reversionLcy annul
benefits, or (¢) as other

h
11 such adéitional b
aocerteining the minimunm
annuity, cash surrendsr a
by this section. The ing

shall nei be regiired 1n

additional hencfits separ

life insurance postion computcd
separate contract. Notvithstanding
iong four {4), five (5), six (6),
this section, additional benefits
of total and permancnt disabillity;
vy or deferred revorsionary anauity
policy bencfits additional to 1ifc

nce, endovrent, and annuity benefits, and consicderations

znefits, shall be disregarded in
nonforfeiture amounts, paid-up

nd death benefits that may be recuired

clusion of such additional benefits
any paid-up benefits, unless such

ately would require alnimum

nonferfeiture amounts, paid-up annuity, cash surrendex and

death bznefits,
11. After July 1, 198

-

Com2sclo

o

3

0, anv company may file with the

Cr a itten notice of ites election to comp‘y with

the provisions of this section after a specified date but
before July 1, 1982. After the filing of =zuch notice, then

upcn such sp2cified date,
of this scction for such

which shall be the opzrative date
conipany, this section shall bccome

operative with respect to annuity contracts thereafter issued

by such cowpany. The operative date of this section shall
be July 1, 1982 for all companies which do not so elect an

operative date which is earlier than July 1, 1982.

Sec. 4. Section five

(£12.43), unnumbered paragraph one (1), Code 1979,

to read as follows:
No fraternal benefic

hundred twelve point forty-three
1s ariended

iery society not admitted to transact

-16~-
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business in this state prior to July 4, 1907, shall be
incorporated, or given a permit or certificate of authority
to transact business within this state, unless it shall first
show that the mortuary assessment rates provided for in
whatever plan of business it has adopted, including the
issuance of term, whole life, or limited payment certificates
with withdrawal options, are not lower than is indicated as
necessary by the following mortality table, or anv more recent
table which 1s appliczble to life insurance companies:

Sec. 5. Section five hundred twelve point forty~-five
{512.45), Code 1979, is amended to read as follows:

512.45 VALUATION OF CERTIFICATES. The-cerxtifzcate-wriE-
ten-by-~any-demestre~fraternai~benefierary-asseetatien-operating
ander-the-provisieng-ef-the-forxegorng-mertatity-tabie-sketl

be-vatuwed~xin-the-same-manRner-as-provided-in-seetiep-588-36+
eNcepé~that-sueh-vaiuation-shati-be-based-upen-the-£foregezng
mertatrty-table-and~four-pereent~interens-
ii-the-poerety-makeg-toans-cA-1En-gexrtificatesr-the~vatua~
tzon-shall-be-pased-upeR-a-mortelity-table-nok-teer-£han
the~Amerzean-tabie-of-mertatity-and-four-and-onre-hatf-pereent
2Rterest- The pinimum standards of valuation for certificates
issued pricr to Janunary 1, 1980, shall be those provided by

the law in effect prior to January 1, 1980, but nct lower
than the standards used in the calculation of rates for the

certificates. <The minimum standards of valuation for

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

those provided fer life insurance companies.

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

Sec. 7. This Act takes effect January 1, 1980.

EXPLANATION

Sections 1, 2 and 3 of this bill relate to life insurance
policies which are subject to the provisions of chapter 508
of the Code.

-17-




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 reserves. By
changing the statutory interest rates to more realistic levels
relative to the prevailing economy, the initial amounts of
premium reguired 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 retaining the intended protection through adequate
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 enrable 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, 5 and 6 of the bill relate to valuation
standards for insurance certificates issued by fraternal
societies. 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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TUESDAY, FEBRUARY 27, 1979

HOUSE FILE 462

=

Amend House File 462 as follows:

1. Page 2, line 6, by striking the word "July"
and inserting in lieu thereof the word "January".

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

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

4, Page 5, line 2, by inserting after the figure
"1954" the words ", as now or hereafter 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 "July”
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 "January",

8. Page 8, line 6, by striking the word "July"
and inserting in lieu thereof the word "January".

9. Page 8, line 13, by striking the word "July"
and inserting in lieu therecof the word "January”.

10. Page 9, line 25, by striking the word "July"
and inserting in lieu thereof 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,".

14. 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,".

i5. Page 10, line 27, by 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 11, 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 "therefor".

21. Page 11, line 24, by striking the words "of
the" and inserting in lieu thereof the words "of
such".

22. Pac~ "1, i e 3U v o ilsertiag after the wo
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Page two
1 "subsection” the word and figure "two (2)".
2 23. Page 12, line 6, by striking the words "the
3 contract" and inserting in lieu thereof the word "such
4 contract"”.
5 24, 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 “vyears."
8 and inserting in lieu thereof the words “years; and".
g 26. Page 14, 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 thexeof 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 be".
16+ . 29. Page 16, line 22, by striking the word "July"
17 and inserting in lieu thereof the word "Januvary".
18 30. Page 16, line 25, by striking the word and
19 figures "July 1, 1982" and inserting in lieu thereof
20 the word and figures “January 1, 1981".
21 31. Page 16, line 30, by striking the word and
22 figures "July 1, 1982" and inserting in lieu thereof
23 the word and figures "January 1, 1981".
24 32. Page 16, line 31, by striking the word and
25 figures "July 1, 1982" and inserting in lieu thereof
26 the word and figures "January 1, 1981".

v - -./ ,/ T
H-3253 FILED A2l /< {f §25) By COMMITTEE ON COMMERCE
FEBRUARY 26, 1979 °
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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 Nonforfeiture Law for Life Insurance).

Except as otherwise provided in subsection 3, paragraphs
Lgu “g" and gl "h" for group annuity and pure endowment
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 cne~-half percent interest or the Actuaries' (or Combined)
Experience Table of Mortality and four percent interest,

except that the minimum standard for the valuation of annuities

and pure endowments 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 interest 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 policies and contracts than the minimum reserves reguired
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£& "g" and gt

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

a. Except as otherwlise provided in paragraphs ufi "g"
and #g# "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", "c" and "f'" of this subsection 3, five percent interest

.
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S.F. H.F. 463.,

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, and-prier-te-danunary-:;-1986; four percent

interest for such policies issued prior te January 1, 1980,

and four and one-half percent interest for such policies

issued on or after January 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 Commissioners 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 ¢f the insured.

(2} For all industrial life insurance policies issued
on the standard basis, excluding any disability and accidental
death benefits in such policies,—--the 1941 Standard Industrial
Mortality 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 by 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

—2-
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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 "Period 2" disablement rates and the 1930 to 1950
termination rates of the 1952 Disability Study of the Society
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
"c!" 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 guaranteed 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
policy, 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 egual 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

-3-
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date of issue, of an annuity of one per annum payable on the
first and each subseguent 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 policies providing for a varying
amount of insurance 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

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

individual retirement accounts or individual retirement an-

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

States Internal Revenue Code of 1954, as now or hereafter

amended, (3) disability and accidental death benefits in all

policies and contracts, and (4) all other benefits, except
life insurance and endowment benefits in life insurance

policies and bepnefits 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 impairments or special
hazards shall be disregarded in 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) or by an employee

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

-4-
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ual retirement accounts or individual retirement annuities
undexr section four hundred eight (408) of the United States
Internal Revenue Code of 1954, as now or hereafter amended.

Reserves 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 gquaranteed benefits, including quaranteed

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

considerations derived from future gross considerations,
required by the terms of such contract, that become payable
prior to the end of such respective contract year. The future
guaranteed benefits shall be determined by using the mortality

table, 1f any, and the interest rate, or rates, specified

in such contracts for determining quaranteed benefits. The

valuation considerations are the portions of the resgpective

gross consliderations applied under the terms of such contracts

to determine nonforfeiture values.

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

for all life insurance policies, excluding disability and
accidental death benefits, be less than the aggregate reserves
calculated in accordance with the methed methods set forth

in paragraph-Ubl-abeve paragraphs "b", "c" and "f" of this
subsection and the mortality table or tables and rate or rates
of interest used in calculating nonforfeiture benefits for
such policies.

4 e. Reserves for any category of policies, contracts
or benefits as established by the commissioner, may be
calculated at the option of the company according to any
standards which produce greater aggregate reserves for such
category than those calculated according to the minimum
standard herein provided. Previded;-hRewever;-that-reserves

5=
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fer-partieipating-iife-2npurance-poticies-may;-with-the-consent
of-the-copmigpnioner-~-be-calentated-aceording-to-a-rate-of
interent-tewer~thar-the-rate-of-interept-used-in-careutating
the-nonforféerture~-benefrts-1n-gueh-potieresr~wrth~the-£furthesr
nrevise-that-if-sueh-ltovwer-rate-drffera-fron-the-rate-used
in-the-caieutaticr-of-the-ronforfeiture~berefito-by-more-than
ere-hatf-pereent-the-company-:s8utng-osueh-potteiea-ghati-£iie
wxth-the-cemmisnioner-a-pian-providing-for-sueh-equitable
*pereases-if-any;-in-the-eash-surrender-values-and
ronforfeiture-bepefits~in-sueh~poticiecn~as~the~-comminniones
shaitl-apprever

e f. If 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-pe
marntaxrRed-on-sueh-poliey-or-contract-a-defieieney-reserve
zn-addition-te-atl-ether-reserves-reguired-by-taw---Fer-eaekh
sueh-poliey-er-eontract-the~defirerepay-reserve-shati-be-the
present-values-aeeording-to-sueh-standard--ef-an~annurty-of
the-differcnee-between-sueh-net-premium-and-Ehe-premrun-eharged
for-gueh-peliey-er-eontraet - -ruRrning-£fer-the-remainder-of
the-premium-paying-peried the minimum reserve required for

such policy or contract shall be the greater of either the

reserve 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
individual annuity and pure endownent contracts issued on

-6=
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or after the operative date of this paragraph, and for all
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-4bt 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 Famuwary-::-1986 January 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 zrdividual-anpuity-and-pure-endewment-centracts
igsued-on-or-after-January-t;-1986;-exctuding-any-disabitity
and-aeecxdentat-death-benefits-in-sueh-contractay-the-1971
fnrdividuat-Annuiey-Mortatity-Pable;-or-any-moedifreation-of
thia-table-approeved-by-the-commissieoner;-and-three-and-ene-

haté-pereent-interese individual single premium immediate

annuity contracts issued on or after January 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 seven and cne-half percent interest.

(3) For aii-arnuiéies-and-pure-erndewmentas-purehased-prier
te-danuary-1;-1386;y-under-greup-annnity-anéd-pure-endewment
centracesr-exceltuding-any-disabitt+ty-and-acetdencat-deatch
benefrts-purehased-under-such-contracea;-the-1971-Sroup-Annuity
Mertaitiey-Pable;-or-any-meadsfication-of-thira-tabie-approved

by-the-eemmiasioner;-and-six-pereent-interest individual

annuity and pure endowment contracts issued on or after January

1, 1980 other than single premium immediate annuity contracts,

excluding any disability and accidental death benefits in

such contracts,--the 1971 Individual Annuity Moxtality Table,
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or any modification of this table approved by the commissioner,

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 annuities and pure endowments purchased en

er-afeer-January-17-1986 prior to January 1, 1980, under group

annulty and pure endowment contracts, excluding any disability
and accidental death benefits im purchased under such

contracts,--the 1971 Group Annuity Mortality Table, or any
modification of this table approved by the commissioner, and
three-and-ene~-hat€ six percent interest.

(5) For all annuities and pure endowments purchased on

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

contracts, excluding any disability and accidental death

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 "£* "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 2£2 "g"
for such company shall be Januvary 1, 1979.

Sec. 2. Section five hundred eight point thirty-seven
(508.37), unnumbered paragraph one (1) and subsection five
{3), 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 .
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 three six years younger than the actual age of the
insured. Such calculations for all pelicies of industrial
insurance shall be made on the basis of the 1941 Standard
Industrial Mortality Table; provided, however, that any cbmpany
may file with the commissioner a written notice of its election
that such adjusted premiums and present values shall be
calculated on the basis of the Commissioners 1961 Standard
Industrial Mortality Table, after a specified date before
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 calculatiocns 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 Jamnnary-3i;-31986 January 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 January 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 in the case of poiicies 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 insurance, may be not more

-9-
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than one hundred thirty percent of the rates of mortality
according to the 1941 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 1n the Commissioners 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 commissioner.

Sec. 3. Chapter five hundred eight (508), Code 1979, is
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 section does not apply to any reinsurance, group
annuity 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
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, as now or hereafter
amended, premium deposit fund, variable annuity, investment
annuity, immediate annuity, any deferred annuity contract

after annuity payments have commenced, or reversionary annuity,
nor to any contract which is delivered ;;tside this state
through an agent or other representative of the company issuing
the contract.
2. In the case of contracts issued on ox after the opera-

tive date of this section as defined in subsection eleven

(11) of this section,'gg_contract of annuity, except as stated
in subsection one (1) of this section, shall be delivered

-10-
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or issued for delivery in this state unless it contains in
substance the following provisions, or 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 is
specified in subsections four (4), five (5), six (6), 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
(2) of this section. The company shall reserve the right
to defer the payment of such cash surrender benefit for a
pericd of six months after demand therefor with surrender
of the contract.

c. A statement of the mortality table, if any, and in-
terest rates used in calculating any minimum paid-up annuity,
cash surrender or death benefits that are guaranteed under
the contract, together with sufficient information to deter-
mine the amounts of such 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 or any prior withdrawals from or partial surrenders
of the contract.

Notwithstanding the reguirements of this subsection two

-11=-
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{2). any deferred annuity contract may provide that if no
considerations have been received under a contract for a
period cf 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 tc such period would

be less than twenty dollars monthly, the company may at its
option terminate such 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, if any, and
interest rate specified in the contract for determining the
paid-up annuity benefit, and by such payment shall be reiieved
of any further obligation under such contract.

W 0 0 e W N
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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

= =
Lo T IN

available under an annuity contract shall be based upon minimum

=
~J

nonforfeiture amounts as defined in this section,
a. With respect to contracts providing for flexible con-
siderations, the minimum nonforfeiture amount at any time

.
=
o

[

'
b
=)

at or prior to the commencement of any annuity payments shall

o
[

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

[ oM]
[\8]

interest of three percent per annum of percentages of the

8]
[#%)

net considerations (as hereinafter defined) paid prior to
such time, decreased by the sum of (1) any prior withdrawals
from or partial surrenders of the contract accumulated at

N
[* T 5
(I

b
o

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

o
~J

amount of any indebtedness to the company on the contract,

)
w

including interest due and accrued; and increased by any

o8}
W

existing additional amounts credited by the company to the
contract.

w W
= O

The net considerations for a given contract year used to
define the minimum nonforfeiture amount shall be an amount

W W
w N

not less than zero and shall be equal to the corresponding
gross considerations credited to the contract during that
contract year less an annual contract charge of thirty dollars

W W
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and less a collection charge of one dollar and twenty-five
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 and 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; and

{2) The annual contract charge shall be the lesser of
(1) 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 equal to ninety
percent and the net consideration shall be the gross con-
sideration less a contract charge of seventy-five dollars.

-13-
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4. Any paid-up annuity benefit available under a contract
shall be such that its present value on the date annuity pay-
ments are to commence is at least equal to the minimum non-~
forfeiture amount on that date. Such present value shall
be computed using the mortality t;gE;: if any, and the interest
rate specified in the contract for determining the minimum
paid-up annuity benefits guaranteed in the contract.

5. For contracts which provide cash surrender benefits,
such 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 value 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 ccn-
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 companv to

the contract. In 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 annuity benefit
avallable 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
for or changed to, a deferred paid-up annuity, such present
value being calculated for the period prior to the maturity

-14-
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date on the basis of the interest rate specified in the con-
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,
in no event shall the present value of a paid-up annuity
benefit be less than the minimum nonforfeiture amount at that
time.

7. For the purpose of determining the benefits calculated

under subsections five (5) and six (6) of this section, in

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 is 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 with allowance for the lapse of time and the
payment of any scheduled considerations beyond the beginning
of .the contract ‘'year in which cessation of paymént of don-
siderations under the contract occurs.

10. For any contract which provides, within the same con-
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tract by rider or supplemental contract provision, both an-
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, if any, for the life insurance porticn computed

as 1f each portion 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 required
by this section. The inclusion of such additional benefits
shall not be required in any paid-up benefits, unless such
additional benefits separately would reguire minimum
nonforfeiture amounts, paid-up annuity, cash surrender and
death benefits.

11. After January 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 January 1, 1981. 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
issued by such company. The operative date of this section
shall be January 1, 1981 for all companies which do not so

elect an operative date which is earlier than January 1, 1981.

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

=16
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No fraternal beneficiary society not admitted to transact
business in this state prior to July 4, 1907, shall be
incorporated, or given a permit or certificate of authority
to transact business within this state, unless it shall first
show that the mortuary assessment rates provided for in
whatever plan of business it has adopted, including the
issuance of term, whole life, or limited payment certificates
with withdrawal options, are not lower than is indicated as

necessary by the following mortality table, or any more recent

table which is applicable to life insurance companies:

Sec. 5. Section five hundred twelve point forty-five
{512.45), Code 1979, is amended to read as follows:

512.45 VALUATION OF CERTIFICATES. The-ecertificate-wrie-
ten-by-any-domestie-fracernal-benefieiary-assoctation-operating
under~the-provisieons-ef-the-foregoing-moreatity-tablre-shatt
be-vatued-in-¢he-same-manner-as-provided-in-aceeion-568:367
exeepe-that-sueh-vatuaeion-shait-be-based-upon-the-foregosng
mertatiey-table-and-four-pereent-intereses

Fé-the-soerety-makes-leans-en-ite-ecertrfieatears-the-vatua-
tion-gshati-be-pased-npen-a-mortaiity-eable-neot-tewer-than
the-Ameriean-table-of-moreatity-and-four-and-one-haité-pereent
intereses The minimum standards of valuation for certificates

issued prior to January 1, 1980, shall be those provided by

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

than the standards used in the calculation of rates for the

certificates. The minimum standards of valuation for

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

those provided for life insurance companies.

Sec, 6. Sections five hundred twelve point fifty-seven
(512.57) and five hundred twelve point fifty-eight (512.58),
Code 19798, are repealed. |

Sec. 7. This Act takes effect January 1, 1980.

-17-
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HOUSE FILE 462

AN ACT
RELATLNG TO VALUATION STANDARDS AND NONFORFEITURE PROVISIONS
FOR PQLICIES OF INSURANCE SUBJECT TO CHAPTERS FIVE HUNDRED
EIGHT (508) AND FIVE BUNDRED TWELVE ($12) OF THE CODE.

BE IT BNACTED BY THE GENEHWAL ASSEMBLY OF THE STATE OF IGOWA:

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

2. Tbhis subsection shall apply to only those policies
and contracts issued prior to the operative date of section
508,37 (the Standard Nonforfeiture Law for Life Insurance).

Except as otherwise provided in subsection 3, paragraphs

Hgu "g" and Ugl "h' for group annuity and pure endowment
contracts, the minimum standard of valuation for all policies
of domestic life insurance companies shall be the Commigsioners
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 Table of Mortality and four percent interest,

except that the minioun standard for the valuation of annuities

and pure endowments purchased under group annulty and pure
¢ndowment contracts shall be that provided by this subsection
but replacing the interest rates specified in this subsection
by an interest 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 rescrves for all
such policies and contracts than the minimum reserves required
by this subsection,

3. This subsection shall apply to only those policies
and contracts issued on or after the operative date of section

House File 462, P. 2

508,37 (the Standard Nonforfeiture Law for Life [nsurance),
except as otherwise provided in paragraphs 4l "g" and igu
Yh" for group annuity and pure endowment contracts issued
prior to such operative date.

a. Except as otherwise provided in paragraphs 4g4 "g"
and “4qU “h"  the minimuwnm standard for the wvaluation of all
such policies and contracts shall be the Commissioners Reserve
Valuation Methed tethods defined in paragraph-ibl paragraphs
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, Lssued on or after
July 1, 1974, and-prroer-te-Jamunary-3i;-31986; four percent
interest for such policies issued prior to January 1, 1980,

issued on or_after January 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 Commissioners 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
s51x years younger than the actual age of the insured.

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

{3) For individual annuity and pure endowment contracts,
eiciuding any disability and accidental death benefits in

d'H
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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 by 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 ¢f such table approved by the commissioner,
or. at the optionh of the company, any of the tables or
rodifications of tables specified for individual annuity and
pure endowment contracts.

(S} ¥or total and permanent disability benefits in or
supplementary to ordinary policies or contracts,--the tables
of "Period 2" disablement rates and the 1930 to 1950
termination rates of the 1952 Disability Study of the Society
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 ilife insurance
policies.

(6) For accidental death benefits in or supplementary
to policies,--the 19%9 Accidental Death Benefits Table combined
with a mortality table permitted for calculating the reserves
for lite insurance palicies.

{7) For group life insurence, life lnsurance issued on
the supstandard bssis and other special benefits,--such tables
as may be approved by the commissioner.

b. Reserves Except ag otherwise provided ip paragraphs
Yc'_and "f" of this subsection, reserves according to the

Commissioners Reserve Valuation Method, tor the life insurance
and endowment benetits of policies providing for a uniform
arount 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 guarantced benefits
provided for by such policies, over the then present value

of any future modificd net premiums therefor. The nodified

House File 462, P. 4§

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
policy, 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 pnet 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
date of issue, of an annuity of one per annhum payable on the
first 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 ar an age one year higher than the age
at issue of such policy.

(Y} A pet one-year term premium for such benefits provided
tor in the first policy year.

Reserves according to the Commissioners Reserve Valuation
Method for (1) life insurance policies providing for a varying
amount of 1nsurance or requiring the payment of varying
premiuns, {2) qroup annuity and purc endowment contracts
purchased under a retirement plan or plan of deferred
compensation, established or maintained by an employer
{inckuding a partnership or sole proprietorship} or by an
employee organization, or by both, other than a plan providing

nuities under section four hundred eight (408) of the United
States Internal Revenue Code of 19%4, as now or hereafter
amended, (3) disability and accidental death benefits in all
policies and contracts, and (4) all other benefits, except

life insurance and endownent benefits in life insurapce
policies and berefits 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
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extra premiuns charged because of impaittents or special
hazards shall be disregarded in the determination of modified
net premiums.

c. Thig section shall apply to all anhuity and pure endow-
ment. contracts other than group annuity and pure endowment

compensation, established or maintained by an employer (in-
cluding a partnership or sole proprietorship) or by an ewmployee
organization, or by both, other than a plan providing indiyid-
nal_retirvement accounts or individual retirement annuities
under section four hundred eight (408) of the United States
Internal Revenue Code of 1954, as now or hercafter amended.
Heserves accerding to the compissioner's annuity reserve
method for benefits under annuity or pure endowment contracts,

such contracts, shall be the greatest of the respective
excesses of the present values, at the date of valuation,
of the future gquaranteced 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

considerations derived from future gross considerations,
required by the terms of such centract, that become payable
pricr_to the end of such respective contract year. The future

table, if any, and the interest rate, or rates, specified
in_such contracts for determining guaranteed benefits. The
valuation considerations_are the portions of the respective
gross considerations applied under the terms of such contracts

1o determine nonforfeiture values.

e d. In no event shall a company's aggregate reserves
for all life insurance policies, excluding disability and
accidental death benefits, be less than the aggregate reserves
calculated in accordance with the methed methods set forth
in paragraph-ibi-adeve paragraphs "b", "c" and "f" of this

_I i “
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subsection and the mortality table or tables and rdatu wr rates
of interest uysaed In c-lculating nonforfeiture benefits !-:
such policies.

d e. Reserves ror any category of policies, contracis
or benefits as established by the commissioner. may be
calculated at the sption of the company according to ats
standards which produce greater aggregate rescrves tor such
category than those calculated according to the minimur
standard herein provided. Previded:-howeverr-that-reaerves
£or-partieipating-s4e-nOM¥AREA-pOLieen-mayr-Wikth-the-cansent
ef-the-comminniene¥r-be-catentated-aceording-to-a-rate-of
interent-tower-than-the-sate-oaf-tREerest-uaed-¥R-ratentating
the-nonforserture-henefiepn-tn-oueh-potieicgr-with-the-sureher
provias-thar-if-oueh-tawer-rate-drffern-from-the-rate-uned
in-the-catguiation-nf-the-nonferfeienre-benecfrto-by-more-than
sRe-half-pereent-the-company-ieaung-gueh-potieian-shaii-file
With-Eha-cprmigdroner-u-plan-providing-for-asuch-equitabie
imereaser-sf-anyr-tA-the-oash-surrender-vatues-and
nonforfaiture-henefira-+n-duoh-policica-an-the-comminaronar
shali-apprever

e f. If in any contract year the gross premium charged
by any life insurance company on any policy or <ontract s
less than the valuation net premium for the policy or contract
according to the mortality table, rate of interest and method
used in calcwlating the reserve thereon, according to the
minimum standard prescribed in this section, there-shaii-be
matntained-sn-syeh-poitey-or-oontract-a-defierenay-regerve
in-addition-to-ait-other-reperves-required-by-iawr--For-eaeh
sueh-potiey-ar-gonkrace-tho~desfreronay-reserve-ahati-be-the
present-vaiuver-aeeording-to-oueh-otandards-of-an-annuzty-of
the-difference-betwesn-gueh-net-promium-aRd-the-preniun-charged
for-oush-pelivy-or-~eontrack-~ruRning-for-the-rematndezr-of
the-premium-paying-perssd the minimum reserve required for
such policy or contract shall be the greater of either the
reserve calculated according to the mortality table, -ate
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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 1in calculating the
regserve thereon according to the minimum standard prescribed
by this section but replacing the valuation net premium by

the actual gross premium in cach contract year for which the
valyation net premium exceeds the actual gross premium.

£ g. The minimun standard for the valuation of all
individual annuity and pure endowment contracts issued on
or after the operative date of this paragraph, and for all
annuities and pure endowments purchased on or after such
operative date under group anhuity and pure endowment
contracts, shall be the Cormigsioners Reserve Valuation Methed
Methods defined in paragraph-ipl paragqraphs “b" and "c" of
this subsection and the following tables and interest rates:

(1) For individual annuity and pure endowment contracts
issued prior to Janwary-i:-3986 Januaxy 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 zix percent intexest for single premium immediate annuity
contracts, and four percent interest for all other individual
annuity and pure endowment contracts.

{2) For ¥ndividuai-anRuity-and-pure-endovment-contracte
tuued-on-or-after-danuary-i--1986r-enciuding-any-dinabaizty
and-ageidentai-death-benefzty-in-sueh-eontraetyr ~the-973
ndividual-Annuity-Mortality-Tabler-or-any-medifreation-of
thie-table-appreved-by-the-commiopionerr-and-three-and-sne-
Ratf-perecent-interest individual single premium immediate
annuity contracts issued on or after January 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 seven and cne-half percent interest.
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(3) For ati-amnvikien-and-pure-emndowments-purehased-prior
Eo-FANMALY-1r-2986y -under-group-annuity-and-pure-endewment
contrackdr-exainding-any-desabiitty-and-acerdentai-death
benefita-purehaned-under-ouch-econtraekey-Ehe-1973-Group-AnRuity
Morkatity-Fabler-or-any-medifieation-of-thia-table-approved
by-the-gomminpionery-and-pix-peroent-intereet individual
annuity and pure endowment contracts issued on or after January
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 rodification of this table approved by the commissioner,
and five and one-half percent interest for single premium
deferred annwity and pure endowment contracts and four and
one-half percent interest for all other such_individual annuity
and pure endowment contracts.

(4) For all annuities and pure endowments purchased em
er-after-Janwary-iyr-1986 prior to January 1, 1980, under group
annuity and pure endowment contracts, excluding any disability
and accidental death benefits am purchased under such
contracts,--the 1971 Group Annuity Mortality Table, or any
modification of this table approved by the commissioner, and
three-and-ene-hatf siX percent interest.

(S) For all annuities and pure endowments purchased on
or after January 1, 1980 under group annuity and pure endowment
contracts, excluding any disability and accidental death
benefits purchased under such contracts,--the 1971 Group
Annuity Mortality Table, or any modifjication of this table
approved by the comuissioner and seven and cne-half percent
interest.

g h. After July 1, 1974, any company may file with the
commissioner a written notice of its electionh to comply with
the provisions of paragraph UYf4 "g" after a specified date
before January 1, 1979, which shall be the operative date
of paragraph “$4 "g" for such company; provided, a company
may elect a different operative date for individual annuity

. -




House File 462, P. 9

and pure endowment contracts from that elected for group
annuity and pure endowhent contracts. If a company makes
no such election, the operative date of paragraph €4 "g"
for such company shall be January 1, 1979.

Sec. 2. Section five hundred eight point thirty-seven
($08.37), unnumbered paragraph one (1) and subsection five
{5)., unnumbered paragraph four (4), Code 1979, are amended
to read as follows:

This section shall be Xknown as the "Standard Nonforfeiture
Law for Life Insurance."

All adjusted premiums and present values referred to in
this section shall for all policies of ordinary insurance
be calculated on the basis of the Comnissioners 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
rmore 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
[ndustrial Mortality Table; provided, however, that any coppany
may file with the commissioner a written notice of its election
that such adjusted premiums and present values shall be
calculated on the basis of the Commissioners 1961 Standard
Industrial Mortality Table, after a specified date tefore
January 1. 1968; provided, further, that, whether or not any
election has been made, such Cormissioners 1961 Standard
[ndustrial Mortality Table shall be the basis tor such
calculations as to all policies of industrial insurance issued
o 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 intercst not exceeding four percent per annum may
be used for policies issued on or after July 1, 1974, and
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interest not exceeding five and one-half percent par anhum
may be used for policies issued on or after January 1, 1980.
Provided, however, that in calculating the pregent value of

any pald-up term insurance with accompanying pure endowment,
if any, offcred as a nonforfeiture benefit, the rates of
mortality assumed in the case of policies of ordinary
insurance, may be not more than those shown in the
Commissioners 1958 Extended Term I[nsurance Table. and, in

the case of policies of industrial insurance, may be not more
than one hundred thirty percent of the rates of mortality
according to the 1941 Standard Industrial Mortality Table,
except that when the Commissioners 1961 Standard Industrial
lMortality Table becomes applicable. as hereinbefore provided,
such rates of mortality assumed may be not more than those
shown in the Commissioners 1961 Industrial Extended Term
[nsurance Table, provided, further, that for insurance issued
on 4 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 cormissioner.

Sec. 3. Chapter five hundred eight (%08), Code 1979, is
amended by adding the following new section as section five
hundred eight point thirty-eight (508.38) of that chapter:

HEW SECTION. S08.38 STANUDARD NONFORFEITURES. This sec-
tion shall be known as the "Standard Nonforfeiture Law for
Individual Deferred Annuities."

1. This section does not apply t¢ any reinsurance, group
annuity purchased under a retirement plan or plan of deferred
compensation established or maintained by an employer
{1ncluding 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, as now or hereafter
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apended, premium deposit fund. variable annuity, investoent
annulty, ilmmediate annuity, any deferred annuity contract
after annuity payments have commenced, or teversionary annuity,
nor to any contract which is delivered outside this state
through an agent or other representative of the company issuing
the contract.

2. In the case of contracts issued on or after the opera-
tive date of this section as defined in subsection eleven
[11) of this section, no contract of annuity, except as stated
in subsection one (1) of this section, shall be delivered
or issued fer delivery in this state unless it contains in
substance the fellowing provisions, or correspoending provisions
which 1in the opinion of the cormissioner are at least as
favorable to the contract holder, upon cessation of payment
of considerations undexr the contract:

a. That upon cessation of payment of considerations under
a contract, the company w1ll grant a paid-up annuity benefit
on a plan stipulated in the contract of such value as is
speclfied in subsections four (4), five {(S5), six (6), 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 cormencement 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 1s speci=-
fied 1n subsecticons four (4), five {5}, seven (7], and nine
{(9) of this section. The company shall reserve the right
to defer the payment of such cash surrender benefit for a
veriod of six months after demand therefor with surrender
of the contract.

¢. A statement of the mortality table, 1f any, and in-
terest rates used in calculating any minimum paid-up annuity,
cash surrender or death benefits that arec guaranteed under
the contract, together with sufficient information to deter-
mine the amounts of such henefits.
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d. A statement that any paid-up annuity, cash surrender
or death penefits 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 bhenefits are altered by the
existence of any additional amounts credited by the company
to the contract, amy indebtedness to the company on the con-
tract or any prior withdrawals from or partial surrenders
of the contract.

Notwithstanding the requirements of this subsection two
(2), any deferred annuity contract may provide that 1f no
considerations 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 its
option terminate such 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, if 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 such contract.

3. The minimun values as specified in subsections four
(4), five (S}, =ix (&), seven (7), and nine (9) of this sec-
tion of any paid-up annuity, cash surrender or death benefits
available under an amnuity contract shall be hased upen minimum
nonforfeiture arcunts as defined in this section.

4. With respect to contracts providing for flexible con-
siderations, the minimum nonforfeiture amount at any time
at or prier te the commencement of any annuity payments ghall
be equal to an accumulation up to such time at a rate of
interest of three percent per annum of percentages of the
net. considerations (as hereinafter defined) paid prior to
such time, decrcased by the sum of (i) any prior withdrawals
from or partial surrenders of the contract accumulated at
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a rate of interest of three percent per annum and {1i) the
amount of any indebtedbess to the company on the contract,
including interest due and accrued; and increased by any
ex1s5ting additional amounts credited by the company to the
contract.

The net considerations for a given contract year used to
define the minimum nonforfeiture amount shall be an amount
not less than ze¢ro and shall be eqgual to the corresponding
gross considerations c¢redited 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
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 and elghty-seven and one-half percent of the
net considerations for the sccond and later contract years.
N¥otwithstanding the provisions of the preceding sentence,
the percentage shall be sixty-five percent of the portion
of the totai 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, ninimum 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 shull be the sum of sixty-
five percent of the net consideration for the first contract
yeal plus twenty-two and one-half percent of the excess of
the net conslderation for the first contract year over the
lesser of the net considerations for the second and third
coptract years; and
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(2) The annual contract charge shall be the lesser of
(i) thirty dollars or (11) ten percent of the gross annual
consideration.

€. With respect to contracts providing for a single
consideration. alnimum 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 eqgual to hinhety
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
shall be such that its present value on the date annuity pay-
nepts are to comrmence 1% at least equal to the minimum non-
forfeiture amount on that date. Such present value shall
be computed using the mortality table, if any. and the interest
rate specified 1n the contract for determining the minimum
paid~up annuity benefits guaranteed in the contragt.

S. FPor contracts which provide cash surrender benefits,
such 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 frem 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 value 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. In 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 penefit.
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6. For contracts which do not provide cash surrender
benefits, the present value of any paid-up annuity benefit
avallable 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
for or changed to. a deferred paid-up annuity, such present
value being calculated for the period prior to the maturity
date on the basis of the i1nterest rate specified i1n the con-
tract for accumulating the net considerations to determine
such maturity value, and increased by any existing additional
amounts c¢redited by the company te the contract. For contracts
which do not provide any death benefits prior to the
commencerent 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 naturity value of the paid-up annuity benefit. However,
in no event shall the present value of a paid-up annuity
benefit be less than the minimum nonforfeliture amount at that
time.

T. For the purpose of determining the benefits calculated
under subsections five (5) and six (6) of this section, in
the case of annuity c¢ontracts under which an election may
be made to have annuity payrents ¢ommence at optional maturity
dates, the maturity date shall de deemed to be the latest
date for which election shall he perwitted by the contract,
but shall not be deered to be later than the anniversaty of
the contract next following the annuitant's seventieth birthday
or the tenth anniversary of the coatract, 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 cormencement
of any annuity payments shall include a statement 1in a
prominent place in the contract that such benefits are not
provided.
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9. Any paid-up annuity, cash surrender or death benefits
avallable at any time. other than on the contract anniversary
under any contract with fixed scheduled considerations, shall
be calculated with 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-
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 sun of the minimum nonforfeiture
benefits for the annuity portion and the minimum nonforfeiture
benefits, if any, for the life insurance portion computed
as 1t each portion were a separate contract. Notwithstanding
the provisions of subsections four (4), five (%), 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 (¢) as other policy benefits additional to life
1nsurance, 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 required
by this section. The inclusion of such additional benefitsg
shall not be required in any paid-up benefits, unless such
additional benefits separately would require minimum
nonforfeiture amounts, paid-up annuity, cash surrender and
death benefits.

11. After January 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 January 1, 1981. After the filing of such notice,
then upon such specified date, which shall be the operative
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date of this section for such company, this section shall
become operative with respect to annuity contracts thereafter
issued by such company. The operative date of this section
shall be January 1, 1981 for all companies which do not so
elect an operative date which is earlier than January 1, 1981.

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 tramsact
buginess in this state prior to July 4, 1907, shall be
incorporated, or given a permit or certificate of authority
to transact business within this state, unless it shall first
show that the mortuary asséssnent rates provided for in
whatever plan of business it has adopted, including the
i1ssuance of term, whole life, or limited payment certificates
with withdrawal options. are not lower tham 1s indicated as
necessary by the following mortality table, or any more recent
table which is applicable to life insurance companies:

Sec, S. Section five hundred twelve point forty-five
(512.45), Code 1979, is amended to read as follows:

$12.4% VALUATION OF CERTIFICATES. The-eertificate-writ-
ten-by-any-demestie-fraternal-benefiotary-assoetation-operating
under-the-proviaiona-of-the-foreqeing-mertatity-tabke-shaild
ha-vatued-in-the-game-manner-as-provided-tn-peetion-598-367

eneept-that-sueh-vatuation-shali-be-baged-upen-the-foregetng
martalrbiy-tabie-and-four-pereent-rRtereats
if-the-soerety-mahes-toans-on-2tu-vertificakens-the-vatua-
tion-shati-be-baped-upon-a-mortality-table-net-tower-ehan
the-Amarigan-table-af-mertalriy-and-four-and-sne-hatf-pearcent
aRtereskr The minloum standards of valuation for certificates

the law in effect prior to Januwary 1, 1980, but not lower
than the standards used in the calculation of rates for the
certificates. The minimum standards of valuation for
certificates issued on or after January }, 1980, shall be
those provided for life insurance companies.

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

Sec. 7. This Act takes effect January 1, 1980.
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