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

2 provisions for policies of insurance subject to chapters 

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

4 of the Code. 

5 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IO\vA: 
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S.F. H.F. 'i0eA 

1 Section 1. Section five hundred eight point thirty-six 

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

3 eInended to reed as follows: 

4 2. This subs~ction shall apply to onl.y those policies 
5 and contracts issued prior to the operative date of section 

6 508.37 (the standard Nonforfeiture Law for Life Insurance). 
7 Except as othC'rwise provided in sub;:;cction 3, paragraphs 
8 l1fu ~ and U')lI "h" for group Zlnnuit.y ;mel pure endowment. 
9 contracts, the li1inirr.u:n standard of valuati.on for C!ll policies 

10 of cic:;,estic Ii fe insurance companies shall be the Cormnis::d oners 

11 Resc~ve ValuZltion Method defined in para~r2ph "b" of subsection 

12 3 and th~ &~eric~n Experience Table of Mortality and four 

13 and one-half percent. interest or the Actuaries' (01 COlT'bined) 

14 E;~perience Table of 110rtality and four percent interest.!. 
15 ey.ccDt thai:: the ~inim~n st~ .. ndard for the valuation of annuities 

16 a;l::l !,,)~L!_'e endo~,nne:1ts pUl:chased llnder qroup annuity 9nd pure 

17 er:c]2""T,~nt co;")tract:s shi"ill be th"t Drovid,'u by this subsection 
18 but l·t:pl~cinc, th~ in·t~.rest rates sFecified in this subsection 

19 by an interest r~ta of five nercent oer ann~m. 

20 Reserves for all such policies and conLructs may be 

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

22 standards which produce greater aggregate reserves for all 

23 such policies and contracts than the minimum reserves required 
24 by this subsection. 
25 3. This subsection shall apply to only those policies 

26 and contracts issued on or after the operative date of section 
27 508.37 (the Standard Nonforfeiture Law for Life Insurance). 

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

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

30 pr~or to such operative date. 

31 a. Except as otherwise provided in paragraphs ufu ~ 

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

33 such policies and contracts shall be the COMnissioners Reserve 
34 Valuation Hetfisei !,Iethods defined in !3dFa'JrdJlR-lieU paragraphs 
35 "b". "c" <ODd "f" of this subsection 3, five percent interest 
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1 for group ilnnui ty and pure endOl·lJllent contracts and three and 

2 one-half percent interest for all other such policies and 

3 contracts, or in the case of policies and contracts, other 
4 than annuity and pure endowment contracts, issued on or after 

5 July I, 1974, a~a-~~~6~-~e-JaR~d¥.y-~,-~9B6T four percent 

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

7 four and one-ili}.1.f percent inten,,,t for such policies issued 

8 on or after Jt.tlL1, 1980, and the follOHjng tables: 

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

10 on the standard basis, excluding any disability and accidental 
11 death benefits in such policies,--the Co~nissioners 1958 
12 Standard Ordinary Mortality Table, provided that for any 
13 ci1tegory of such policies issued on female risks all modified 

14 net premiums and present values referred to in this subsection 

15 3 may be ci11culated according to an age not more than t;.Rt'ce 

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

17 (2) For all ~ndustrial life insurance policies issued 

18 on the standard basis, excluding dny disability and accidental 

19 death benefits in such policies,--the 1941 St~ndard Industrial 
20 !1ort~li ty Table; prvvided, howf:vcr, thclt the conunissioners 
21 1961 Standard Industrial Mortality Table shall be the table 

22 for the minimum standard when said table becomes applicable 

23 under the Standard Nonfor fei ture Law in accordance \1i th section 

24 508.37, subsection 5. 

25 (3) For individual annuity and pure endo~nent contracts, 

26 excluding any disability and accidental death benefits in 

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

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

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

30 tables approved by the commissioner. 
31 (4) For group a~~uity and pure endoHlnent contracts, 
32 excluding any disability and accidental death benefits in 

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

34 any modification of such table approved by the commissioner, 

35 or, at the option of the company, any of the tables or 
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S.F. __ H.F. 4b~ 

1 modifications of tables specified for individual annuity and 
2 pure endowment contracts. 

3 (5) For total and permanent disability benefits in or 
4 supplementary tc ordinary policies or contracts,--the tables 
5 of "Period 2" disablement rates and the 1930 to 1950 

6 tenninution rates of the 1952 Disability study of the 
7 of Actuaries, with due regard to the type of benefit. 

Society 
such 

8 t,"bJ.e shall, for ;:;cti ve lives, be combined with a lTlortali ty 
9 table permitted for calculating the reserves for life insurance 

10 policies. 

11 (6) For accidental death benefits in or supplementar-y 

12 to policies,--the 1959 Accidental Death Benefits Table combined 
13 with a mortality table permitted for calculating the reserves 
14 for life insurance policies. 

15 (7) For group life insurance, life insurance issued on 
16 the substandard basis and other special benefits,--such tables 
17 as mill' be "p!lroved by the comrnssioner. 
18 b. Rege~-ve!J LxeeDt as othenli:::e pr.ovickd in p<:r~aphs 
1" II II '"i'" - ~1--. I t· d- ~ th ;I c ~nCl .... or ~~!_:.!:; S1j )S~~_~_~_~rv~~ accor Ing t.,..0 e 

20 C0IG:uissioners Hcserve VElluatioll ['lethod, for the life insurance 
21 and cncowll:<:!nt benefits of policies providing for: il uniform 
22 amO\l)~t of insurance and requiring the payment of uniform 

23 premiums shall be the excess, if any, of the present value, 
24 at the date of valuation, of such future guaranteed benefits 
25 provided for by such policies, over the then present value 
26 of any future modlfied net premiums therefor. The modified 
27 net premiums for any such policy shall be such uniform 
28 percentage of the respective contract premiums for such 
29 benefitG that the present value, at the date of issue of the 
30 poIiey, of all such modified net premiums shall be equal to 
31 the sum of the then present value of such benefits provided 
32 for by the policy and the excess of (xl over (y), as follows: 
33 (xl A net level annual premium equal to the present value, 
34 at the date of issue, of such benefits provided for after 
35 the first policy year, divided by the present value, at the 
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1 date of issue, of an annuity of one per annum payable on the 

2 first nnd each subsequent anniversary of such policy on which 
3 a premium falls due; provided, however, that such net level 
4 annual premium shall not exceed the net level annual premium 
5 on the nineteen-year premium whole life plan for insurance 
6 of the same amount. at an age one year higher than the age 
7 at issue of such policy. 

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

10 Reserves acco~ding to the co~~issioners Reserve Valuation 
11 Method for (1) life insurance policies providing for c: varying 
12 amount of insurance or requiring the payment of varying 
13 premiums, (2) qrouD annuity and pure endo\-Iment contracts 

15 

16 

14 purchased under a retirement DIan or plan of deferred 
compensation. established or maintained bv an emDloyer 

(includina a partnership or sole proprietorship) or bv an 
17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

emnl cv~': orGani 7.£'tion. or by both. other than a Rlan provid.i.!2!l 
indi vidual ret; re,nent 0ccounts. or individu31 retirement an­
nui ti.cs under ~ec1:.il)n f('\:r hundred eiqht (408) of the united 
St1ltCS In~ernal Revenue Code of 1954, (3) disability and 
accidental deaUl b~nefits in all policies and contracts, and 
(4) all other benefits, except life insurance and endowment 
benefits in life insurance policies and benefits provided 
by all othe::- annui ty and pure endollment contracts, shall be 

calculated by a method consistent with the principles of this 
paragraph "b", except that any extra premiums charged because 

of impair~ents or special hazards shall be disregarded in 
28 the determination of modified net premiUms. 
29 c. This section shall apply to all annuity and pure endow-
30 ment contracts other than group annuity and pure endowment 
31 contracts purchased under a retirement clan or plan of deferred 
32 compensation. establislled or maintained by an employer (in-
33 eluding a partnersh1p or sole proprietorship) or by an employee 
34 orqa!,ization. or bv both. other than a plan providing individ-
35 ual retirenc~t aceopnts or individual retirement annuities 
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S.F. __ H.F. Lib.i. 

1 under section fo~~ hundred eight (408) of the United States 
c·2 Internal Revenue Code of 1954. 

3 Reserves acco.J:('!inq t.o the commissioner's anmii ty reserve 

4 method for benefits undc:r annuity or pure endmnnent contracts, 

5 excll:chwi anv di:Oi:bi Ii ty «nrI accidental death benefits in 

6 such contr,]cts, shClll be the qreiltest of the r0spectiv_~ 

7 e;:cess€s of the nLc~Ent values, at the date of valuation, 

8 ",o~fc....'t,,"r.::l t:.::.' -!.f;:.\l~t:.'.\I'.:ro..'e::....:q::t.·~J.::i';~;:'. ~ n tee d b~ n e fit. s , including guaranteed 

9 nonforfeiture be!lefi t::;. orov is·::d for by such ccntracts at. 

10 the end of each rescectivc contract year, over the present 

11 value, ~t the date: of valuuti.on, of any future valuation 
12 ~id~TGt;~on~0.(:rived frS'!"l fut\ire (Tross considerations, 
13 reauired b-y-_the terms of such contra.ct, that b0come pay?tble 

14 prio,I to..!"", erd of such respective contract year. The future 

15 9U~T11nte~d benefits shall be determined by using the mortality 

16 table, if ctny, £L1d the interest rate, or rates, specified 

17 ,~n bucb __ q.~!1t;:-act~-; f~r de!:_c.::~.i.~1~.~~arca:.teed henefits, The 

18 vaJtt~tiO:l consider~'tions are the Dortions of the respective 

19 qross cO!1s;).den>ti.ons applied under the terms of such contracts 
20 to deter:n.-tne non[:c:.:fei -Cure vZllues. 

21 e d. In no cv:::nt shall 11 company's aggregate reserves 
22 for all life insurance policies, excluding disability and 

23 ~ccidentcll death benefits, be less than the aggregate reserves 
24 calculated in accordance with the ffletp.6e methods set forth 

25 in »a!.'a§l'i"IlR-lll:lll-ab~ve paraqraphs "b", "c" and It fIt of this 

26 subsecti on and the mortality table or tables and l'a te or rates 

27 of intel'est used in calculating nonforfeiture benefits for 
28 such policies. 

29 €l. e. Reserves for any category of policies, contracts 
30 or.benefits as established by tile commissioner, may be 
31 calculated at the option of the company according to any 
32 standards .,hich produce greater aggregate reserves for such 

33 category than those calculated according to the minimum 

34 standard herein provided. PFev~6ee7-Reweve~7-tRat-~ese!.'vea 

35 fe!.'-p~~tie±~at~R~-±~fe-±Rs~raHee-~e±ieies-fflaY7-w~Efl-~e-e6RseR~ 
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1 e f - ~fle-eElP'Jfl'i- 89 oj, eRe 1:, - he-ea ± el:l± a tea - aeee l"6:!:R(;f- i'e-a -!.' a ~e-e f 

2 :!:Rte~ee'-±ewe¥-~haR-'he-l:a'e-ef-:!:R'e!:eBt-I:Ieea-iR-ea±e\:l~atift~ 

3 ttlf!- Hen ferfeit <I£,c;,-l;>eRf~f;j,'B-:i:R-8I:1eh-~e* ,;,ei es,-w:i: th- the-fluther 

4 )3l:e\,i,B6-tRd~-±f-8I:1efi-±eweF.-!.'ate-e:i:ffeI:8-frel1\-~he-l'nl:e-!:Isea 

5 iR-tke-ea~~\:I!H~:i:eR-ef-t~e-ReHferfe't\:l¥e-~enef~to-hY-Mefe-than 

6 eRe-l·aif-'f!~eefit-tRe-eeffipaRY-~H81:1±Rg-Bl:lek-,e±'eie5-BkaI1-£3:le 

7 \of:i: tfl - the -efJh"'Jll:i: B 9 i e fie!' - a -p i:al'l-)3 rOV:;, €l:i:Hg- f e l" - B 1:181'1 - e tfd3: ta8± e 

8 ~"e!.'eaBe1"-:i:f-8BYT-:!:H-t~e-eaBk-sH~~eR~e!.'-va±\:Ie9-aRd 

9 HE>!';'~ (J ~ f eo!: {,\f:fC - Beli.e f i t9 - 5: fl- sl:Iefi-i3e'l: :i:e:i: es -a B - tae -e 91lli1\ 3: as:i: SRel: 

10 Bh~~~-ap~feve~ 

11 e f _ If in any contn,ct year: the gross premium charged 

12 by any life in£:u.cance company on any policy or contract is 
13 les5 than the valliation net premium for the policy or contract 

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

15 used in calculc:ting the reserve thereon, according to the 

16 min:;".~um "tandard prescribed in t..i-Jis section, ~",efe-saa±±-Be 

17 ffiain~D~Red-eR-5I:1eR-~e~~ey-e~-een'£ae~-a-~ef~eieRey-Eesefve 

18 ~R- f'.(~e ~t-_:i-a!'t- te-e4:~-9the'i-~eger-V~'?-!'~'Jti :!:fee -alj- ± aw~-·-Fe£-eaA'~ 

19 s~eH-~e±~ey-e~-e~R£~ae~-~~e-ae{~e±eRey-~eserve-8Ha~±-Be-~he 

20 IH e ECH'O-'JC\±l:Ie,.-aeee~e'i,R~-~e-81:1€J.t-S ~afl6a;!;dT-ef - a!'t - aH.I':B :i:1oy-ef 

21 'Re-d~ffe~eRce-betweeR-SHek-Re~-'feffi:i:Hffl-aR'-£~e-,~emil:lffi-ehaFged 

22 fef-suefi-p8±~e7-e~-eeReFae~7-!:~nR:i:R~-feF-the-~effia'R6er-ef 

23 tF;e-IH;e!l\:i:\l?\-paY~fi~··p"':±6d the minimum reserve resuired for 

24 such Dolicv or contract shall be the areater of either the 

25 rese>::ve calculated clccor.dinq to the mortality table. rate 

26 of interest and ~~thod actually used for suc~ policy or 
27 cont_rC1ct. or th~ rcserv" calculat.ed accor-dina to the mortal i ty 
28 table. rate of interest and method used in calculating the 

29 reserve thereon accordinq to the minimum standard prescribed 
30 by this section but reolacing the valuation net pre,nium by 

31 the actual <;ross premiu:n in each contract vear for which the 

32 valuation net premium exceeds the actual gross prem~um. 

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

34 individual annuity and pure endowment contracts issued on 
35 or after L~e operative date of this paragraph, and for all 
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S.F. H.F. Libd-

1 anlluities and pure endowments purchased on or after such 

2 operative dute under group annuity and pure end-::Jwment 
3 contracts, shal), be the Commissioners Reserve Valuation Me~Ree 

4 r'kthods df,[ined in F>n:=a~l'a~R-ubll E1!raqrilphs "b" and "c" of 
5 this subsection and the follo",ing tables and interest rates: 
6 (1) For indiv~dual annuity and pure endowment contracts 
7 issued prior to aanHdEy-i7-i986 July 1, 1980, excluding any 

8 disability and accidental death benefits in such contracts,.:: 

9 .::the 1971 Indivictllal Arilluity r>lortality Table, or any 

10 modification of this table approved by the commissioner, and 

11 six percent. interest for single premium immediate annuity 

12 contracts, and four percent interest for all other individual 

13 anllui ty and pure endOlllnent contracts. 
14 (2) For ~Hcl~viauR~-oRRuity-aRa-~~re-eRdewmeRt-eeR~l'ae£9 

15 iB5Ke~-eR-B~-Di~e~-JaR~a~Y-~7-i9B~7-~Hel~aiR,-aRy-d~8a~iii~y 

16 a;ld - t!€ ei aen ~~a ~ - <'lea o!;.h-be Re f:i: ~8 - ~ R - S lie R - eeR tF a e ts 7 -I.ofle- 3: 9 :ili, 

17 ,,!iC; i.,,~ tl~a:l:-i'F'.Bl:i:i: ty-;';sl.';o.s±i ty-':!'flS3: e., -8!'- aRy-reea:i: f xea~:i efl-ef 

18 th~s-~BB3:e-crp~ev~~-b!-tke-eeDffi~9a~oRer7-aRd-.k~ee-aRd-BRB-

19 p.n±f-p el"eer.,'E.-iRtel'e9€. indi vi. dual single prami um immediate 

- 20 .?r:.:r:ui ty ccnt.:-I-:ct~_ isst.:sd on or c:lft~;!' July 1 t 1980, excluding 

21 any dis&bilitv and 2ccidental death benefits in such 

22 contr2=ts,--the IS?l. Individual Annuj.ty Mortality Table, or 

23 ~1-iY 8odifj.c~tion oi this table aoproved bv the co~~issioner, 

24 anJ ~even ~~ct one-h31f percent interest . . _-----
25 (3) For ai3:-e.HHHi;o~es-af'..ll.-fll:it'e-~Rt!G .... ,l\eR~S--!ll:ireRaBea-!lfief 

26 £6 - J u:1 t! al"y -:;, 7 - ± 9 B '" 7" - ... He e t' - '3 l" €I lip - a HR l:i i ty - nRa - flli fe -el'l.aewrueB t 

27 eeft~~aetsT-el!e~e6~ng-any-di8ab~~i~y-aRd-DeeideR~a~-death 

28 ~eRefi~B-'l:i~Ehase'-l:iRaeE-9~eR-eeR~EaetB7-E~e-~9~i-6EBHp-ARRHi~y 

? 9 Hs!;i'.a 3: i ty-'i':.:e±eT -e!' - <!Ry-ft\Ba:i: f iee t.ieR -Bf-~Ri 9-i1.aB±e-al'~H'!evea 

30 By-the-eeft\m30flS ieRel:7 -aRt!-9iK-rH=t'eel'1~-iReel:esE individual 

31 armuj ty and Dure endo\,~ent cO!:ltracts issued on or after JULY 
32 1, 1980 othcF thun slnale premium immediate annuity contracts, 

33 e;(c~udinq uny dis.:tbilit:v and accidental death benefits in 
31 such con.tr,,_cts,--the 1971 Individual Annuity Mortality Table, 

35 0)- "!ly modi f ':'Ca Lion of thj 5 table a£E.E.Qved by the commissioner, 
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S.F. 'l~::l. ___ H. F. :::! '!2 '-" 

1 and f1V<" <:.nd ("In<,,:half pcrs:ent intf'rest for single prf'm:i.um 

2 dcf~rrvl ill2.~'L,:,_nd o\lr(.:.....~ndoHm('?..nt. contracts i'lnd four ilnd 
3 one-hod f oercpnt interest for all other such individuQl annUl ty 

4 and pure endowmel:t contract5. 

5 (4) For all annuities and pure endol-lments purchased 6R 

6 6~-af~e~-JaR~a~Y-~7-i98' prior to July I, 1980. under group 
7 annuity Qnd pULe endowment contracts, excluding allY disability 

8 and <':ccidental d<;ath benefits ~R pure-hused under such 

9 contracts,.::..:.the 1971 Group Annuity !1ortality Table, or any 
10 modification of L~is table approved by the commissioner, and 
11 ~R~ee-aEd-6Re-ha~€ six percent interest. 

12 (5) for all ar:.nui ties and pu::.:e cnctol·lll1er.ts purchased on 
13 or afte;: July 1. 1980 under q;:OUD ilJl!1ui ty <md pure encovIl1\",nt 

14 co~tracts. excluding anv disability and accidental death 

15 benefits D~rch~sed under such contr~cts,--the 1971 Groue 
16 Annuitv [-!-::-rtality T"ble, or any modification of this table 

17 D.DProved.l!..Y. the cO!!1'nissioner and seven and one-hal f pe~cellt 

18 int'3rest. 

19 ~~. After July I, 1974, any company may file with the 
20 com!nissioner a wri·tten notice of its election to comply ~li th 
21 the provisions of paragraph ufu ~ after a specified d~te 

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

23 of paragraph llfll "qll for such company; provided, a company 

24 may elect a different operative date for individual alIDuity 

25 and pure endowment contracts from that elected for group 

26 annuity and pure endowment contracts. If a company makes 

27 no such election, the operative date of paragraph !lfU ~ 

28 for such company shall be January I, 1979. 

29 Sec. 2. section five hundred eight point thirty-seven 
30 (508.37), unnumbered paragraph one (1) and SUbsection five 

31 (5), unnumbered paragraph four (4), Code 1979, are amended 
32 to read as follows: 

33 This section shall be known as the "Standard Nonforfeiture 

34 Law for I.ife InAurance." 
3S All adjusted premi~ms and present values referred to ~n 

-8-



S.F. H.F. --=i0~ 

1 this section sllall for all policies of ordinary insurance 

2 be calculated on the basis of the Commissioners 1958 Standard 

3 Ordinary l10rtality Table, provided that for any category of 

4 ordinary insurance issued on female risks, adjusted premiums 

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

6 more than ~bEee §ix years you!1ger than the actual age of the 
7 insured. SUCll calculations for all policies of industrial 
8 insurance shall be made on the basis of the 1941 standard 
9 rn~ustrial rr.orU.lity Table; provided, ho~ .. ever, that .lny company 

10 may file wit.h the cOlmni.ssioner a w::itten notice of its election 

11 that such adjusted premiums and present values shall be 

12 calculated on the basis of the Commission~rs 19t1 standard 

13 Industrial Mortality Table, after a specified date before 

14 JilllU<:lry 1, 1968; provided, further, that, whether or not any 

15 election has been made, such Commissioners 1961 Standard 

16 Inol'striQl f.lortal.i ty T2ble shall be the bilsis for such 

17 calculations as to all policies of industrial insurance issued 
18 on or after Janud;:'Y 1, 1968. All calculations shall be made 

19 on the basis of the rate of interest specified in the policy 

20 for calculating cash surrender values and p~id-up nonforfeiture 

21 benefits; provided, that such rate of intelest shall llot 

22 exceed three and one-half percent per annum, except that a 
23 rate of interest not exceeding four percent per annum may 

24 be used for policies issued on or after July 1, 1974, and 

. -25 prior to iaRHa~Y-~T-~986 July I, 1980, and a rate of interest 

26 not exceedinq five and one-half percent Der annum m~y be used 

- 27 for pol icies iss~cd on or after July 1, 1<)80 . Provided, 
28 hO\·.'2\'er, that in calculating the present val \Ie of any paid-

29 up term insurance with accoI:lpanying pure endowment, if any, 
30 offered as a nonforfeiture benefit, the rates of mortality 

31 assumed 1n the case of policies of ordinary insurance, may 

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

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

34 industrial insurance, may be not more than one hundred thirty 
35 p(~J:cent of the rat<3s of mortality according to thp- 1941 

-9-
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S.L __ H. F. l4b:1 

1 Standard lndust~ial Mortality Table, except that when L~e 

2 commissioners 1961 Standard Inductrial Mort~lity Table becomes 
3 applicable, as hereinbefore pI'ovicted, such rates of mortality 
4 assumed may be not more than those shown in the Commissioners 

5 1961 Industrial Extended Term Insurance Table, provided, 

6 further, thQt for insurance issued on a substandard b<:tsis, 

7 the calculation of any such adjusted premiums and present 

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

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

10 Sec. 3. Chapter five hundred eight (508), Code 1979, is 

J.1 a:nended by addi:o;g the following nel-l section as section five 
12 hundred eight point thirty-eight (508.38) of that chapter: 
13 NEW SEC'I'ION. 508.38 STA.l\'DARD NONFORFEITURES. This sec-

14 tion shi\ll be known as the "Standard Nonfor fei ture Law for 

15 Individual Deferred ~nnuities." 

16 1. This section does not apply to any reins1.:rance, and 

17 does not apply to any group annuity purchilsed ur,der a 

18 retj.rerr:ent plan or pJ an of deferred compensation established 

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

20 proprietorship) or by an employee organization, or by both, 

21 other than a plan providing individual retirement accounts 
22 or individual retirement annuities under section four hundred 

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

24 1954, and dOes not apply to any premium deposit fund, variable 

25 annuity, invesL~ent annuity, or immediate annuity, and does 

26 not apply to any deferred annuity contract after annuity 

27 payments have co~uenced, and does not apply to a reversionary 

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

29 outside this state through an agent or other representative 

30 of the company issuing the contract. 
31 2. In the case of contracts issued on or after the opera-
32 tivc date of this section as defined in SUbsection eleven 
33 (11) of this section, a contract of annuity, except as stated 

34 1n SUbsection one (1) of this section, shall not be delivered 

35 or i5sued for delivery in this state unless it contains in 
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1 sub~tance the following provisions, or corresponding provisions 
2 I{hich in the opinion of the commissioner are at least as 
3 favorable to the contract holder, upon cessation of pa}~ent 

4 of cons:i.<.leration~ u:1der the contract: 
S a. That upo~ cessation of payment of considerations under 
6 a contrD.ct, the company will grant a paid-up <lnnuity benefit 
7 on a plan stipulated in the contract of such v~lue as is 

8 speci fied in subsections four (·1), five (5), six (6), seven 
9 (7), and nine (9) of this section. 

::'0 b. If a cont:rDct provides for a lump sum settlement at 
11 hlaturi ty, or at a.IY other tiffie, that upon. surrender of the 
12 contract at or prior to the commencement of any annuity pay-
13 mAuts, the company l-:i11 pay in lieu of any paid-up annui ty 
14 benefit a cash su;,:-render benefit of such amount as is speci-

15 fied in subsections four (4), five (S), seven (7), and nine 
16 (9) of thi,,; sectiCJll. The company shall reserve the right 

17 to defer the payr'lent of the cash surrender bencfi t for a 
18 per.iod of six mon-::hs after demand with surrender of the con-
19 tract. 
20 c. A stateme:r.t of the mortality table, if any, and in-
21 terest r<ltes used in calculating any minimum paid-up annuity, 
22 cash surrender or death benefits that are guaranteed under 
23 the cor.tri'ct, toget.her with sufficient information to deter-

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

26 or death benefits that may be available under the contract 

27 are not less than the minimum benefits required by clny statute 
28 of tlle state in I-lhich the contract is delivered o:nd an explana-
29 tion of th2 manner in which such benefits are altered by the 
30 existence of allY additional ainounts credited by the company 
31 to the contract, any indebtedness to the company on the con-
32 tract or any prior withdrawals from or partial surrenders 
33 of the contract. 

34 Not,,'i thstilading the requirements of this subsection, any 
35 deferred annuity contract may provide that if no considerations 
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1 have been received under a contract for a period of two full 

2 years "nd tile portion of the paid-up annuity benefit at 

3 maturity on the plan stipuluted in the contruct arising from 

4 considerations paid prior to such period would be less than 
5 twenty dollars 1!lonthly, the company may at it" option terminate 
6 the contract by p?yment in c11sh of the then present vulue 
7 of such portion af the paid-up annuity benefit, calculated 

8 on the basis of t.ne mortality table, if 11ny, and interest 

9 rate specified i:1 the contract for determining the paid-up 
10 anm:ity benefit, and by such payment shall be r-:=lieved of 

. 11 any further obligation under the contract. 

12 3. The minilfium values as specified in sllbsections four 

13 (4), five (5), six (6), seven (7), and nine (9) of L~is sec-
14 tion of any paid-up annuity, cush surrender or death benefits 

15 ava:i.lable under an annuity contract shall be based upon m:!.nll:1wn 

16 nonforfeiture amounts as defined in this section. 
17 a. with respect to contracts providing for flexible con-

18 siderations, the minimum nonforfeiture amount at any time 
19 at or prior to t~e COlr.llenCement of any ar-nui ty payrr.ents shall 

20 br:: equal to 2.n a.ccUl~ulation 1.:p to Sl!ch time at a rate of 

21 interest of three percent per annum of percentages of the 

22 net considerations (as hereinafter defined) paid prior to 

23 such time , decreased by the sum of (i) any prior wi thdra,</als 

24 from or partial surrenders of the contract accumulated at 
2S a rate of interest of three percent per ann~~ and (ii) the 
26 amount of any indebtedness to the company on the contract, 

27 including interest due and accrued; and increased by any 
28 existing additional amounts credited by the company to the 

29 contract. 

30 The net considerations for a given contract year used to 

31 define the minimum nonforfeiture amount shall be an amount 

32 not less than zero and shall be equal to the corresponding 

33 gross consideration" credited to the contract duri.ng that 
34 contract year less an annual contract charge of thirty dcllars 
35 and less a collection charge of one dollar and twenty-five 
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1 cents per consideration credited to the contract during that 
2 contract year. The percentages of net considerations sllall 
3 be sixty-five percent of the net consideration for the fi.rst 
4 contract year and eighty-seven ilnd one-half percent of the 
5 net considerations for the second and later contract years. 
6 Notwithstanding the provisions of the preceding sentence, 
7 the percentage shall be sixty-five percent of the portion 
8 of the totell nct consideration for any renewal contract year 
9 which exceeds by "ot more than t.1O times the sum of those 

10 portions of the &et considerations in all prior contract years 
11 for which the percentage .1aS sixty-five percent. 
12 b. With respect to contracts providing for fixed scheduled 
13 considerations, minim~~ nonforfeiture ru~ounts shall be cal-
14 culated on the assumption ~~at considerations cire paid an-
15 llually in adva~"1ce and shall be defined as for contracts with 
16 flexible considerat.ions which are paid annually l-lith tHO ex-
17 ceptions: 

18 (1) 'i':'e portion of the net consideration for the first 
19 contract year to ~e accumulated shall be the sum of sii:ty-
20 five percent. of the !let cons:,deration for the first contract 

21 year plus tv;enty-two and one-half percent of the excess of 
22 the net consideration for the first contract year over t.he 
23, lesser of the ne~ considerations for the second and third 
24 contract years. 
25 (2) The annual contract charge shall be the lesser of 
26 (i) thirty dollars or (ii) ten percent of the gross annual 
27 consideration. 
28 c. WiUl respect to contracts providing for a single 

29 considerat.ion, mini!~wn nonforfeiture amounts shall be de-
30 fined as for contract.s with flexible considerations except 
31 that the percentage of net consideration used to determine 
32 the minir.1UI:J l1onforfei ture amount shall be equal to ninety 
33 percent and the net consideration shall be the gross con-
34 sideration less a contract charge of seventy-five dollars. 
35 4. Any paid-up annuity benefit available unde£ a contract 
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1 shall be such that its present value on the date annuity pay-

2 ments are to commence is at least equal to the minimum non-

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

4 computed using the mortality tilble, if any, and the interest 

5 rate specified in the contract for determining the minimum 

6 paid-up annuity benefits guaranteed in the contract. 

7 5. For contnicts which provide cash surrender benefits, 

8 the cash surrender. benefits available prior to maturity shall 

9 not be less than the present value as of the date of sur,render 

10 of that portion of the maturity value of the paid-up annuity 

11 beneh t which \-Iould be provided under the contract at ma'turi 1..y 

12 aris1ng from considerations paid prior to the time of cash 

13 surrender reduced by the ".mount appropriate to reflect any 

15 

16 

17 

18 

14 prior withdraIJals from or partial surrenders of the contract, 

such present value being calcul~ted on the basis of an in­

terest rate not more than one percent higher than the interest 

I'ate speci fied in the contract for accuElUlat,ing the net con­

siderations to deterl!\ine such maturity value, decreased by 

19 

20 

21 

22 

23 

24 

the amount of any indebtedness to the company on the con­

tract, including interest due .:wd accrued, and incl-eased by 

any existir.g additional amounts credited by the company to 

the con~ract. III 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 

25 to the cash surrender benefit. 

26 6. For contracts which do not provide cash s~rrender 

27 benefits, the present value of any paid-up annuity benefit 

28 available as a nonforfeiture option at any time prior to 

29 maturity shall not be less than the present value of that 

30 portion of the maturity value of the paid-up annuity benefit 

31 provided under the contract arising from considerations paid 

32 prior to the time the contract is surrendered in exchange 

33 for or changed to, a deferred paid-Up an~uity, such present 

34 value being calculated for the period prior to the maturity 

35 date on the basis of the interest rate specified in the con-
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1. tract for accumulating the net consider<ltions to determine 

2 such maturity value, and increi:sed by a:ll' existir:g additional 

3 al1lou.nts credited by the company to the contract. For contracts 

4 vlhich do not provide any death tenefi ts !,riol- to the 

5 c0~::nence!11ent of any annui ty payments, slIch present values 

6 shall be ci:lcul~tEd on the basis of SUCII i~terest rate and 

7 th" mortc:lity table srscified in the contr~ct for deter.nining 

8 th8 matU}~'ity vc:lue of the pai<i-up allnui.ty benefit_ However, 

- 9 the pres<..!nt v2.lue of a paid-up <tnnuity b~nefit Shil11 not be 

1.0 less than the mini:nui'. nonforfei -:::ure am:)u,.'.: at that time. 

11 'j. 

12 under 

For the £,urpose 

Gubsectior.s five 

of determinl.llg the benefits calcuJ.nted 

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

13 the case of <\1:.:-;ui ty c:)ntracts under whic:1 an election may 

14 be> r'~ilde to have imr.ui ty p2y~lents co:nmence at optional maturity 

15 dutes, the ffiiltUr-ity d"te shall be deemed to be the latest 

16 di.. ~.': for I"hich election shall be per:ni t.t 0ct by the contract, 

1'7 b'.lt~ shull r;.ot. be decracd to be later than tlle anniv2rsary 

18 of the contr~c't ne}:t follc~ing ~lle annui'tn!lt's scvel~ti~th 

19 bir'...11G2Y or t.he tenth annivers2ry of the contract, whichever 

20 J.S later. 

21 8. i\ny contract which does not provide cash surrer.der 

22 ber:,-,fi ts or does Dot provide dEoath bencfi ts at least equal 

23 to ~be mlDlL1U:n Donforfci ture Gcmount prior to the commencement 

24 of 0:.:11' anm:ity paynoents shall include E! staterr.ent in a 

25 prc'7.i nen"!: place in the contract that such benefi ts i,re not 

26 provided, 

27 9. Any p~id-up ap~uity, cush SUrrCl1U2r or deuth benefits 

28 aV2.iL:ble at any tir.~e, other thun on the contract annivcrsury 

29 under any contract with fixed scheduled considcrDticns, shall 

30 be c<tlculat.cd with allowance for the lapse of tjrr.e and the 

31. puj~~ent of any scheduled considerations beyond the beginning 

32 of tl,e contrZlct ye<:1 in which cessation of payment of con-

33 side~ations under the contract occurs. 

34 10, For any contract which provides, IJithin the same con-

35 tr~ct by rider or supplemental contract ~rovision, both an-
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1 nuity I,enefits ilnd life insurance benefits thilt are in excess 

2 of tl1(; qrc:lter oj' cash f;lllT('ndcl" h('nefi to.; 01' a return of tlw 

::I gto:.;:: con::locr-;!Lior.s Hithinterest, 1.11<' minl,!lUm l1onJorfcit!!IT 

4 bClleflt:; !;liall be equal to thc sum of the minimum l):m[ort'cJ LU1(' 

5 b~llefits [or Lhr.: ~nnuity portion and the minir;1um nonforfe:itul"(:; 

6 benefits, if c~ny, for th~ li fe insurAnce poT.t,ion COj~put.cd 

7 as if ei!ch portion were ~ separate contract. Not\7itllstnnding 

8 the pro·lj.~j one of sub~ectio:1s fo\!r (4..) I five:: (5) I six (6), 

9 f;e','r.Tl (7) imd r.ir,(; (9) of thj,s sc:ction, addit,ional benefits 

10 p"y;,ble (c:) in tl:e ev(,nt of to'~ill and perrnan,_::1t disi.,bility; 

., Ib) ~- 1-'-"''''-5)'0''- n -rl"';"y "" "'~!-c-"'''d rc"""''''ona--y 'r..""'"'' .1. .... , c..~ <C-\'vo_ . ) .... '-1 Go. ,,,,I,,.;,.4.\,... v................ ,L._'- "t. ..... .:.>.J- '" .l. (.., .d .......... I,...-" 

12 be;lcfits, or (c) 0.8 othc:.;r policy benefits (].ddit~onal to lifu 

13 inSUr2.DCe, (~ndo'.·.·~~~en't, and anntl~ty bcne.fi ts I 2.l1d cons.idcru'i.:io;J.!:; 

11 for all such ad~i.tiocDl b~ncfits. shall be dlsregarded in 

15 Qcccrtu.ining t.he r;~inir:1\:;n nonforfeii:ure e.mountr;, pClid-up 

15 <:n21ui ty I c2i.sh surr.ender and death bcncfi ts tllat may be required 

17 by t!!i~; section. 1'11C i~clusion of stIch ~dditional benefits 

18 shall not be re(.0~i::cd in Z'i!""ty paid-up benefi 1:3, u~less such 

] 9 addi tio:lal bene f.i ts separately would req-.lire mlnimurn 

:::0 non for fei :'ure amou,:ts, puid-up annuity, cash sUrrend",r and 

21 death b~nefits. 

-22 11. Aft",r July 1, 1980, any company may file witht.he 

23 COJ:'_~1S[,lonCl' a IIrj tten notice of its election to comply l1i th 

24 the provisions of 'this section after a specified date but 

-25 bsfore .July 1, 1982. After t..'re filing of such notice, then 

26 upon such sp~cified date. which shall be the operative date 

27 of this section for such company, this section shall become 

28 open!ti ve \-li th re~;pect to annuity contro;cts thereafter issued 

29 by such Cc!~,,)any, The operative date of this section shall 

30 be July 1, 1982 for all companies \"hich do not so elect an 

31 operative date vlhich is earlier th"n July 1, 1982. 

32 Sec, 4. Section five hundred t\'!elve point forty-three 

33 (512.13). unnunIDC"red paragraph one (1), Code 1979, is aniended 

34 to r~ad as follows: 

35 No fraternal bcnefici","ry society not admitted to transact 
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1 business in this state prior to July 4, 1907, soall be 

2 incorporated, or given a permit or certificate of authority 

3 to transact business within this state, unless it shall first 

4 show that the mortuary assessment rates provided for in 

5 whatever plan of business it has adopted, including the 

6 issuance of term, whole life, or limited payment certificates 

7 ,,'ith withdrawal options, are not lower than 15 indicated as 

8 necessary by the following mortality table, or anY more recent 

9 table which is doclicable to life insurance companies: 

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

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

12 512. 45 VALUP.~ION OF CERTIFICATES. '±'fle-€e~h:f:!:ea~e-W'Ff~-

13 ~eR-by-aRy-e8ffies~~e-f~ate~Ra±-Befief~e~aFy-asgee~a~±eR-6~e~a~~R~ 

14 ~Raef-tRe-p~evi9i~Rs-ef-~Re-fe=ege~R~-m6r~a±~ty-taB±e-BfiB±± 

15 Be-va±~ea-iH-~fle-9Bffie-~aRRer-a9-~=eviaea-iR-seetieH-SQB~367 

16 eHee~t-tfla~-SHeH-va±HatieH-sBa±±-ae-Basea-~~6R-~fle-fe=e~6~R~ 

17 ffierta±i~y-tahie-aR~-~eH~-,e~eeH~-'R~efeB~~ 

18 ±f-~fie-b~eie£~-fuakes-±6aHs-6R-i£B-eef£if~ea£es7-~Re-vai~a-

19 ~ieR-9fia±±-Be-ea~ea-H~eR-a-ffie=tai±~Y-tae±e-Ret-±e;;ef-£RaR 

20 £fie-~~ef±eaH-tae~e-ef-ffier.tBi±ty-aRa-fe~~-aRa-eHe-fla±f-~ereeHt 

21 ±Rte~e9t7 The minimum standards of valuation for certificates 

22 issued prior to J~nllarv 1, 1980, shall be those crovided bv 

23 the la'·r in effect prior to Janu'ary I, 1980, but not lower 

24 tha!1 the standards used 1n the culculation of rates for the 

25 certific"tes. The minimum standards of valuation for 

26 certificates iss&ed on or after January 1, 1980, shall be 

27 those provided for life insurance COffioanles. 

28 Sec. 6. Scction3 five hundred twelve point fifty-seven 
29 (512.57) ,"nd five hundred h'e1 ve point fi fty-eight (512.58), 

30 Code 1979, are repealed. 

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

32 EXPh~ATI0N 

33 Sections 1, 2 and 3 of this bill relate to life insurance 

34 policies which are subject to the provisions of chapter 508 

35 of the Code. 
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1 section 1 ame~ds the Code 
2 standard valuation law. 

of establishing 
The 

provisions which govern the 
standard valuation law has the 

3 function the minimum reserves .'hich life in-
4 surance companies must maintain to protect their policyholders. 
5 The proposed amendments principally adjust the interest rate 

6 assumptions which must be used to establish reserves. By 
7 changing the statutory interest rates to more realistic levels 
8 relative to the prevailing economy, the initial amounts of 
9 premiUm required to be placed in reserve may be somewhat 

10 reduced. According to the cormnissioner of insurance the re-
11 suIt should be a trend to lower premiums charged to the public, 
12 while retaining the intended protection through adequate 
13 reserves. 
14 Section 2 amends the standard nonforfeiture law for life 
15 insurance to adj 11st the interest rate for the reasons stated 
16 in 
17 

the explanation of section 1. 
Sections 1 and 2 also include an amendment to permit re-

18 serves to be established for females using a six-year age 
19 setback rather than only three years as at present. This 

20 l-lill enable insu:-ers to price life products more nea1.ly in 

21 accord with actual experience. 
22 Section 3 contains new law which would establish nonfor-
23 feiture requirements for individual deferred annuities. 
24 According to information received, the revisions contained 
25 in sections 1, 2 and 3 of this bill are recommended by the 
26 National Association of Insurance commissioners. 
27 Sections 4, 5 and 6 of the bill relate to valuation 
28 standards for insurance certificates issued by fraternal 

29 societies. The amendments provide in effect that for 

30 certificates issued on or after January 1, 1980, the valua-
31 tion standards used to determine reserves shall be the 
32 standards applicable to life insurance companies. 
33 

34 

35 
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r 
Amend House File 1162 as follOl.,.s: 
1. Page 2, line 6, hy striking the word "July" 

and inserting in lieu thereof the ",ord "January". 
2. Page 2, line 8, by striking the ~lord "July" 

and inserting in lieu thereof the ~Jord "January". 
3. Page !~, line 20, by inserting after the figure 

"1954," the words "as nO;'J or hereafter amended,". 
~ Page 5, line 2, by lnserting after the figure 

"1954" the "lords ", as nOyl or hereafter amended". 
--s.- Page 7, line 7, by striking the \.,.orc: "July" 

and inserting in lieu thereof the ~lOrd "January". 
6. Page 7, line 20, by striking the word "July" 

and inserting in lieu thereof the ",ord "January". 
7. Page 7, line 31, hy striking the ",ord "July" 

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

and inserting in lieu thereof the VIora "Januaryo.:-
9. Page 8, line 13, by striking the '-lord "July" 

and inserting in lieu thereof the VIord "Januar~ 
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 Hord "January-"-.-
12. Page 10, lines 1(, and 17, by striking the 

words "and does not apply to any". 
13. Page 10, line 24, by striking the ",ords "and 

does not apply to any" and inserting in lieu thereof 
the words "as nO~1 or hereafter amended, n. 

14. Page 10, lines 25 and 26, by striking the 
",ords "or immediate annuity, and does not apply to" 
and inserting in lieu thereof the ",ords "immediate 
annuity,". 

15. Page 10, line 27, by stril:ing the .,ords "and 
does not apply to a" and inserting in lieu thereof 
the VIord "or". 

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

17. Page 10, line 
and inserting in lieu 

18. Page 10, line 
19. page 11, line 

the" and inserting in 
stlch u • 

33, J:y striking the word "a" 
thereof the Vlord "no". 
34, by striking the word "not". 
17, by striking the I-lords "of 
lieu thereof the I-lOrds "of 

20. Page 11, line 10, by inserting after the word 
"demand" the word "therefor" . 

21 . Page 11, line 2 1J, by striking the "'o.rds "of 
the" and inserting in lieu thereof the words ·of 

--_ .. 



/-l-3253 
Page two 

1 "subsection" the "lOrd and figure "two (2)". 
2 23. Page 12, line 6, hy striY.ing 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 \10r<1 "such". 
7 25. Page 13, line 24, by striking the vlOrd "years." 
8 and inserting in lieu thereof the \'lords "years; and". 
9 26. Page 111, line 3, by striking the word "The" 

1 ° and inserting in lieu thereof the word "Such". 
11 27. Page 14, line 8, by striking the \Olord "the" 
12 and inserting in lieu thereof the \'lord "such". 
13 28. Page 15, by striking line 9 and inserting 
14 in lieu thereof the words "in no event sh<J 11 the 
15 present value of a paid-up annuity henefit be". 
16. . 29. Page 16, line 22, hy striking the word "July" 
17 and inserting in lieu thereof the vlord "J<Jnuary". 
18 30. Page 16, line 25, hy striking the \10rd 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, hy striking the \'lord and 
22 figures "July 1, 1982" and inserting in lieu thereof 
23 the "lOrd 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 ther.eof 
26 the word and figures "January 1, 1981". 
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1 section 1. Section five hundred eight point thirty-six 
2 (508.36), subsections two (2) and three (3), Code 1979, are 
3 amended to read as follows: 
4 2. This subsection shall apply to only those policies 
5 and contracts issued prior to the operative date of section 
6 508.37 (the Standard Nonforfeiture Law for Life Insurance). 
7 Except as otherwise provided in subsection 3, paragraphs 
8 llfll ~ and ll~ll "h" for group annuity and pure endowment 
9 contracts, the minimum standard of valuation for all policies 

10 of domestic life insurance companies shall be the Commissioners 
11 Reserve Valuation Method defined in.paragraph "b" of subsection 
12 3 and the American Experience Table of Mortality and four 
13 and one-half percent interest or the Actuaries' (or Combined) 
14 Experience Table of Mortality and four percent interestL 

15 except that the minimum standard for the valuation of annuities 
16 and pure endowments purchased under group annuity and pure 
17 endowment contracts shall be that provided by this SUbsection 
18 but replacing the interest rates specified in this subsection 
19 by an interest rate of five percent per annum. 
20 Reserves for all such policies and contracts may be 
21 calculated, at the option of the company, according to any 
22 standards which produce greater aggregate reserves for all 
23 such policies and contracts than the minimum reserves required 
24 by this subsection. 
25 3. This subsection shall apply to only those policies 
26 and contracts issued on or after the operative date of section 
27 508.37 (the Standard Nonforfeiture Law for Life Insurance), 
28 except as otherwise provided in paragraphs llfll ~ and ll~ll 

29 "h" for group annuity and pure endowment contracts issued 
30 prior to such operative date. 
31 a. Except as otherwise provided in paragraphs llfll ~ 

32 and ll~ll "h", the minimum standard for the valuation of all 
33 such policies and contracts shall be the Commissioners Reserve 
34 Valuation Me~Rea Methods defined in ~a~a~fa~R-llbll paragraphs 
35 "b", "c" and "f" of this subsection 3, five percent interest 
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1 for group annuity and pure endowment contracts and three and 

2 one-half percent interest for all other such policies and 

3 contracts, or in the case of policies and contracts, other 

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

5 July 1, 1974, afid-~rier-~e-JaH~arY-:7-:9867 four percent 

6 interest for such policies issued prior to January 1, 1980, 

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

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

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

10 on the standard basis, excluding any disability and accidental 

11 death benefits in such policies,--the Commissioners 1958 

12 Standard Ordinary Mortality Table, provided that for any 

13 category of such policies issued on female risks all modified 

14 net premiums and present values referred to in this subsection 

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

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

17 (2) For all industrial life insurance policies issued 

18 on the standard basis, excluding any disability and accidental 

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

20 Mortality Table; provided, however, that the Commissioners 

21 1961 Standard Industrial Mortality Table shall be the table 

22 for the minimum standard when said table becomes applicable 

23 under the Standard Nonforfeiture Law in accordance with section 

24 508.37, subsection 5. 

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

26 excluding any disability and accidental death benefits in 

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

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

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

30 tables approved by the commissioner. 

31 (4) For group annuity and pure endowment contracts, 

32 excluding any disability and accidental death benefits in 

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

34 any modification of such table approved by the commissioner, 

35 or, at the option of the company, any of the tables or 
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1 modifications of tables specified for individual annuity and 
2 pure endowment contracts. 
3 (5) For total and permanent disability benefits in or 
4 supplementary to ordinary policies or contracts,--the tables 

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

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

10 policies. 
11 (6) For accidental death benefits in or supplementary 
12 to policies,--the 1959 Accidental Death Benefits Table combined 
13 with a mortality table permitted for calculating the reserves 
14 for life insurance policies. 
15 (7) For group life insurance, life insurance issued on 
16 the substandard basis and other special benefits,--such tables 
17 as may be approved by the commissioner. 
18 b. a~BeFYeB Except as otherwise provided in paragraphs 
19 "c" and "f" of this subsection, reserves according to the 
20 Commissioners Reserve Valuation Method, for the life insurance 
21 and endowment benefits of policies providing for a uniform 
22 amount of insurance and requiring the payment of uniform 
23 premiums shall be the excess, if any, of the present value, 

24 at the date of valuation, of such future guaranteed benefits 
25 provided for by such policies, over the then present value 
26 of any future modified net premiums therefor. The modified 
27 net premiums for any such policy shall be such uniform 
28 percentage of the respective contract premiums for such 
29 benefits that the present value, at the date of issue of the 
30 policy, of all such modified net premiums shall be equal to 
31 the sum of the then present value of such benefits provided 
32 for by the policy and the excess of (x) over (y), as follows: 
33 (x) A net level annual premium equal to the present value, 
34 at .the date of· issue, of such benefits prQvided for after 
35 the first,policy year, ~ivided by the present value, a~ the 
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1 date of issue, of an annuity of one per annum pilyable on the 

2 first and each subsequent anniversary of such policy on which 

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

4 annual premium shall not exceed the net level annual premium 

5 on the nineteen-year premium whole life plan for insurance 

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

7 at issue of such policy. 

8 (y) A net one-year term premium for such benefits provided 

9 for in the first policy year. 

10 Reserves according to the Commissioners Reserve Valuation 

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

12 amount of insurance or requiring the payment of varying 

13 premiums, (2) groul2 annuity and pure endowment contracts 

14 purchased under a retirement plan or 121an of deferred 

15 compensation, established or maintained by an employer 

16 (including a partnershil2 or sole prol2rietorship) or by an 

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

18 individual retirement accounts or individual retirement an-

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

20 States Internal Revenue Code of 1954, as now or hereafter 

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

22 policies and contracts, and (4) all other benefits, except 

23 life insurance and endowment benefits in life insurance 

24 policies and benefits provided by all other annuity and pure 

25 endowment contracts, shall be calculated by a method consistent 

26 with the principles of this paragraph "b", except that any 

27 extra premiums charged because of impairments or special 

28 hazards shall be disregarded in the determination of modified 

29 net premiums. 

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

31 ment contracts other than group annuity and pure endowment 

32 contracts purchased under a retirement plan or plan of deferred 

33 compensation, established or maintained by an em1210yer (in-

34 cluding a partnership or sole I2roprietorship) or by an em1210yee 

35 organization, or by both, other than a plan I2roviding individ-
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1 ual retirement accounts or individual retirement annuities 
2 under section four hundred eight (408) of the United states 
3 Internal Revenue ~ode of 1954, as now or hereafter amended. 
4 Reserves according to the commissioner's annuity reserve 
5 method for benefits under annuity or pure endowment contracts, 
6 excluding any disability and accidental death benefits in 
7 such contracts, shall be the greatest of the respective 
8 excesses of the present values, at the date of valuation, 
9 of the future guaranteed benefits, including guaranteed 

10 nonforfeiture benefits, provided for by such contracts at 
11 the end of each respective contract year, over the present 
12 value, at the date of valuation, of any future valuation 
13 considerations derived from future gross considerations, 
14 required by the terms of such contract, that become payable 
15 prior to the end of such respective contract year. The future 
16 guaranteed benefits shall be determined by using the mortality 
17 table, if any, and the interest rate, or rates, specified 

18 in such contracts for determining guaranteed benefits. The 
19 valuation considerations are the portions of the respective 
20 gross considerations applied under the terms of such contracts 
21 to determine nonforfeiture values. 
22 e d. 
23 for all 

In no event shall a company's aggregate reserves 
life insurance policies, excluding disability and 

24 accidental death benefits, be less than the aggregate reserves 
25 calculated in accordance with the Me~ea methods set forth 
26 in I'tlFaljFa!'lft-ueu-aaeve paragraphs "b", "c" and "f" of this 
27 subsection and the mortality table or tables and rate or rates 
28 of interest used in calculating nonforfeiture benefits for 
29 such policies. 
30 a e. Reserves for any category of policies, contracts 
31 or benefits as established by the commissioner, may be 
32 calculated at the option of the company according to any 
33 standards which produce greater aggregate reserves for such 
34 category than those calculated according to the minimum 
35 standard herein provided. PFev~aea7-fteWeVeF7-~a~-FeeeFVee 
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1 {ef-paf~ieipa~iR~-~iie-iRe~faRee-pe~ieiee-MaY7-wi~-~e-eeRBeR~ 

2 ei-~Re-eemmi88ieRef7-Be-ea~eH~a~ea-aeeefaiR~-~e-a-fa~e-sf 

3 iP.~efeB~-~eWef-~RaR-~e-fa~e-ef-iR~efe8~-HBee-iR-ea~e~~a~iR~ 

4 ~e-ReR£sf£ei~Hfe-BeRe£i~8-iR-8HeR-pe~ieieBT-wi~-~e-fHf~ef 

5 ~feviBe-~Ra~-i£-eHeR-~ewef-Fa~e-sifieFB-iFem-~Re-fa~e-~sea 

6 iR-~e-ea~e~~a~iep.-ef-~Re-HeHf9Ffei~HFe-geRefit8-By-m9fe-~aR 

7 ep.e-Ra~£-pefeeR~-~e-eempaRy-i6B~iR~-B~eR-pe~ieie8-8Ra~±-fi±e 

8 Wi~R-~Re-eemmiBBieRef-a-~~aR-pFevisiR~-fef-BHeR-e~i~aB±e 

9 iHeFea8e7-if-aRY7-iR-~Re-eaBR-sHrfeRaef-v8±~e8-aRa 

10 ReRfef£ei~~fe-BeRefits-iR-8HeR-p9±ieie8-as-tRe-eeMffiiBBieRef 

11 sR8±±-apPfeve? 

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

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

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

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

16 used in calculating the reserve thereon, according to the 

17 minimum standard prescribed in this section, £~efe-sRa~*-Be 

18 maiRtaiReS-9ft-8HeR-pe~iey-ef-eeR~faet-a-ae£ieieReY-fe8efVe 

19 iR-aaaitieR-~e-a±±-e~ef-feBefVeB-fe~ifea-By-±aw~--F9f-eaeR 

20 sHefi-pe±iey-ef-esRtfaet-tfie-aefieieReY-feeefVe-BRa±±-Be-~e 

21 pfe8eRt-va*He7-aeeefaiR~-te-eHeR-s~aR6aF67-ef-aR-aRRHity-ef 

22 ~e-6iffefeRee-BetweeR-BHeR-Ret-pfeMi~-aRa-tRe-pfemi~-eRaf~ea 

23 fef-sHeR-ps±iey-sf-esR~aet7-fHRRiR~-£Sf-~e-femaiR6ef-ef 

24 tRe-pfemiHm-payiR~-~efisa the minimum reserve required for 

25 such policy or contract shall be the greater of either the 

26 reserve calculated according to the mortality table, rate 

27 of interest and method actually used for such policy or 

28 contract, or the reserve calculated according to the mortality 

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

30 reserve thereon according to the minimum standard prescribed 

31 by this section but replacing the valuation net premium by 

32 the actual gross premium in each contract year for which the 

33 valuation net premium exceeds the actual gross premium. 

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

35 individual annuity and pure endowment contracts issued on 
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1 or after the operative date of this paragraph, and for all 

2 annuities and pure endowments purchased on or after such 

3 operative date under group annuity and pure endowment 

4 contracts, shall be the Commissioners Reserve Valuation Methee 

5 Methods defined in pa~a!~aph-u~u paragraphs "b" and "CO of 

6 this subsection and the following tables and interest rates: 

7 (1) For individual annuity and pure endowment contracts 

8 issued prior to Ja~~a~Y-~T-%996 January 1, 1980, excluding 

9 any disability and accidental death benefits in such 

10 contracts,==the 1971 Individual Annuity Mortality Table, or 

11 any modification of this table approved by the commissioner, 

12 and six percent interest for single premium immediate annuity 

13 contracts, and four percent interest for all other individual 

14 annuity and pure endowment contracts. 

15 (2) For ±He±¥±a~a%-aHH~ity-aHa-p~~e-eHeewmeHt-eeHt~aetS 

16 ±99~ea-e~-e~-after-JaH~arY-±7-±9967-eMe±ae±H!-aHy-e±sabi±±ty 

17 aHe-aee±aeHta±-aeath-beHe~±t9-±H-s~eh-eeHt~aet97-the-±9~± 

18 fHa±¥±e~a%-AHH~±tY-Merta±ity-~a~±e7-e~-aHy-moe±£±eatieH-ef 

19 ~fti9-~ab±e-app~e¥ed-~y-the-eemm±s9±eHer7-aHe-th~ee-aHo-eHe-

20 fia±£-pe~eeHt-±Hte~e9t individual single premium immediate 

21 annuity contracts issued on or after January 1, 1980, excluding 

22 any disability and accidental death benefits in such 

23 contracts,--the 1971 Individual Annuity Mortality Table, or 

24 any modification of this table approved by the commissioner, 

25 and seven and one-half percent interest. 

26 (3) For a%±-aHH~±tie9-aHe-p~re-eHeewmeHt9-pa~ehagee-prier 

27 te-JaH~ary-±7-±9867-~Heer-~re~p-aHH~±ty-aHe-p~re-eHaewmeHt 

28 eeH~rae~97-eMe%~e±H~-aHy-a±9a~±~±ty-aHo-aee±eeHta~-eeath 

29 beHef±t9-parehagee-~Hder-9~eft-eeHtraetS7-~he-±9~~-6re~p-AHHa±ty 

30 Merta±ity-~a~±e7-er-aHy-mod±£±eatieH-e£-tft±9-~a~±e-appro¥ea 

31 ~y-tfte-eemm±9S±eHer7-aHe-9±M-pereeH@-±H@ere9t individual 

32 annuity and pure endowment contracts issued on or after January 

33 1, 1980 other than single premium immediate annuity contracts, 

34 excluding any disability and accidental death benefits ln 

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

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

3 deferred annuity and pure endowment contracts and four and 

4 one-half percent interest for all other such individual annuity 

5 and pure endowment contracts. 

6 (4) For all annuities and pure endowments purchased eH 

7 e~-a£~ef-oaH~a~y-iT-i986 prior to January 1, 1980, under group 

8 annuity and pure endowment contracts, excluding any disability 

9 and accidental death benefits ~H purchased under such 

10 contracts,--the 1971 Group Annuity Mortality Table, or any 

11 modification of this table approved by the commissioner, and 

12 eR~ee-aHd-eHe-Ra±£ six percent interest. 

13 (5) For all annuities and pure endowments pur.chased on 

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

15 contracts, excluding any disability and accidental death 

16 benefits purchased under such contracts,--the 1971 Group 

17 Annuity Mortality Table, or any modification of this table 

18 approved by the commissioner and seven and one-half percent 

19 interest. 

20 ~~. After July 1, 1974, any company may file with the 

21 commissioner a written notice of its election to comply with 

22 the provisions of paragraph ~f~ "g" after a specified date 

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

24 of paragraph ~£~ ~ for such company; provided, a company 

25 may elect a different operative date for individual annuity 

26 and pure endowment contracts from that elected for group 

27 annuity and pure endowment contracts. If a company makes 

28 no such election, the operative date of paragraph ll~U ~ 

29 for such company shall be January I, 1979. 

30 Sec. 2. Section five hundred eight point thirty-seven 

31 (508.37), unnumbered paragraph one (1) and subsection five 

32 (5), unnumbered paragraph four (4), Code 1979, are amended 

33 to read as follows: 

34 This section shall be known as the "Standard Nonforfeiture 

35 Law for Life Insurance." 
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1 All adjusted premiums and present values referred to in 

2 this section shall for all policies of ordinary insurance 

3 be calculated on the basis of the Commissioners 1958 Standard 

4 Ordinary Mortality Table, provided that for any category of 

5 ordinary insurance issued on female risks, adjusted premiums 

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

7 more than eft~ee six years younger than the actual age of the 

8 insured. Such calculations for all policies of industrial 

9 insurance shall be made on the basis of the 1941 Standard 

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

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

12 that such adjusted premiums and present values shall be 

13 calculated on the basis of the Commissioners 1961 Standard 

14 Industrial Mortality Table, after a specified date before 

15 January I, 1968; provided, further, that, whether or not any 

16 election has been made, such Commissioners 1961 Standard 

17 Industrial Mortality Table shall be the basis for such 

18 calculations as to all policies of industrial insurance issued 

19 on or after January I, 1968. All calculations shall be made 

20 on the basis of the rate of interest specified in the policy 

21 for calculating cash surrender values and paid-up nonforfeiture 

22 benefits; provided, that such rate of interest shall not 

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

24 rate of interest not exceeding four percent per annum may 

25 be used for policies issued on or after July I, 1974, and 

26 prior to Jafttla~Y-~T-~9a6 January I, 1980, and a rate of 

27 interest not exceeding five and one-half percent per annum 

28 may be used for policies issued on or after January I, 1980. 

29 Provided, however, that in calculating the present value of 

30 any paid-up term insurance with accompanying pure endowment, 

3] if any, offered as a nonforfeiture benefit, the rates of 

32 mortality assumed in the case of policies of ordinary 

33 insurance, may be not more than those shown in the 

34 Commissioners 1958 Extended Term Insurance Table, and, in 

35 the case of policies of industrial insurance, may be not more 
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1 than one hundred thirty percent of the rates of mortality 
2 according to the 1941 Standard Industrial Mortality Table, 
3 except that when the Commissioners 1961 Standard Industrial 
4 Mortality Table becomes applicable, as hereinbefore provided, 
5 such rates of mortality assumed may be not more than those 
6 shown in the Commissioners 1961 Industrial Extended Term 
7 Insurance Table, provided, further, that for insurance issued 
8 on a substandard basis, the calculation of any such adjusted 
9 premiums and present values may be based on such other table 

10 of mortality as may be specified by the company and approved 
11 by the commissioner. 
12 Sec. 3. Chapter five hundred eight (508), Code 1979, is 
13 

14 

15 

16 

17 

~ 18 

" 19 
20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

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 NONFORFElTURES. 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, ~ reversionary annuity, 
~ to any contract which is delivered outside this state 
through an agent or other representative of the company issuing 

31 the contract. 
32 2. In the case of contracts issued on or after the opera-
33 tive date of this section as defined in subsection eleven 
34 (11) of this section, no contract of annuity, except as stated -.c35 in subsection one (1) of this section, shall be delivered 
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1 or issued for delivery in this state unless it contains in 
2 substance the following provisions, or corresponding provisions 
3 which in the opinion of the commissioner are at least as 
4 favorable to the contract holder, upon cessation of payment 
5 of considerations under the contract: 
6 a. That upon cessation of payment of considerations under 
7 a contract, the company will grant a paid-up annuity benefit 
8 on a plan stipulated in the contract of such value as is 
9 specified in subsections four (4), five (5), six (6), seven 

10 (7), and nine (9) of this section. 
11 b. If a contract provides for a lump sum settlement at 
12 maturity, or at any other time, that upon surrender of the 
13 contract at or prior to the commencement of any annuity pay-
14 ments, the company will pay in lieu of any paid-up annuity 

15 benefit a cash surrender benefit of such amount as is speci-
16 fied in subsections four (4), five (5), seven (7), and nine 
17 (9) of this section. The company shall reserve the right 
18 to defer the payment of such cash surrender benefit for a 
19 period of six months after demand therefor with surrender 
20 of the contract. 
21 c. A statement of the mortality table, if any, and in-
22 terest rates used in calculating any minimum paid-up annuity, 
23 cash surrender or death benefits that are guaranteed under 
24 the contract, together with sufficient information to deter-
25 mine the amounts of such benefits. 
26 d. A statement that any paid-up annuity, cash surrender 
27 or death benefits that may be available under the contract 
28 are not less than the minimum benefits required by any statute 
29 of the state in which the contract is delivered and an explana-
30 tion of the manner in which such benefits are altered by the 
31 existence of any additional amounts credited by the company 
32 to the contract, any indebtedness to the company on the con-
33 tract or any prior withdrawals from or partial surrenders 
34 of the contract. 

35 Notwithstanding the requirements of this subsection two -
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1 (2), any deferred annuity contract may provide that if no -2 considerations have been received under a contract for a 
3 period of two full years and the portion of the paid-up annuity 
4 benefit at maturity on the plan stipulated in the contract 
5 arising from considerations paid prior to such period would 
6 be less than twenty dollars monthly, the company may at its 
7 option terminate such contract by payment in cash of the then 
8 present value of such portion of the paid-up annuity benefit, 
9 calculated on the basis of the mortality table, if any, and 

10 interest rate specified in the contract for determining the 
11 paid-up annuity benefit, and by such payment shall be relieved 
12 of any further obligation under such contract. -13 3. The minimum values as specified in sUbsections four 
14 (4), five (5), six (6), seven (7), and nine (9) of this sec-
15 tion of any paid-up annuity, cash surrender or death benefits 
16 available under an annuity contract shall be based upon m1n1mum 
17 nonforfeiture amounts as defined in this section. 
18 a. With respect to contracts providing for flexible con-
19 siderations, the minimum nonforfeiture amount at any time 
20 at or prior to the commencement of any annuity payments shall 
21 be equal to an accumulation up to such time at a rate of 
22 interest of three percent per annum of percentages of the 
23 net considerations (as hereinafter defined) paid prior to 
24 such time, decreased by the sum of (i) any prior withdrawals 
25 from or partial surrenders of the contract accumulated at 
26 a rate of interest of three percent per annum and (ii) the 
27 amount of any indebtedness to the company on the contract, 
28 including interest due and accrued; and increased by any 
29 existing additional amounts credited by the company to the 
30 contract. 
31 The net considerations for a given contract year used to 
32 define the minimum nonforfeiture amount shall be an amount 
33 not less than zero and shall be equal to the corresponding 
34 gross considerations credited to the contract during that 
35 contract year less an annual contract charge of thirty dollars 
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1 and less a collection charge of one dollar and twenty-five 
2 cents per consideration credited to the contract during that 
3 contract year. The percentages of net considerations shall 
4 be sixty-five percent of the net consideration for the first 
5 contract year and eighty-seven and one-half percent of the 
6 net considerations for the second and later contract years. 
7 Notwithstanding the provisions of the preceding sentence, 
8 the percentage shall be sixty-five percent of the portion 
9 of the total net consideration for any renewal contract year 

10 which exceeds by not more than two times the sum of those 
11 portions of the net considerations in all prior contract years 
12 for which the percentage was sixty-five percent. 
13 b. with respect to contracts providing for fixed scheduled 
14 considerations, minimum nonforfeiture amounts shall be cal-
lS culated on the assumption that considerations are paid an-
16 nually in advance and shall be defined as for contracts with 
17 flexible considerations which are paid annually with two ex-
18 ceptions: 
19 (1) The portion of the net consideration for the first 
20 contract year to be accumulated shall be the sum of sixty-
21 five percent of the net consideration for the first contract 
22 year plus twenty-two and one-half percent of the excess of 
23 the net consideration for the first contract year over the 

24 lesser of the net considerations for the second and third 
25 contract years; and 
26 (2) The annual contract charge shall be the lesser of 
27 (i) thirty dollars or (ii) ten percent of the gross annual 
28 consideration. 
29 c. With respect to contracts providing for a single 
30 consideration, minimum nonforfeiture amounts shall be de-
31 fined as for contracts with flexible considerations except 
32 that the percentage of net consideration used to determine 
33 the minimum nonforfeiture amount shall be equal to ninety 
34 percent and the net consideration shall be the gross con-
35 sideration less a contract charge of seventy-five dollars. 
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1 4. Any paid-up annuity benefit available under a contract 
2 shall be such that its present value on the date annuity pay-
3 ments are to commence is at least equal to the minimum non-
4 forfeiture amount on that date. Such present value shall 
5 be computed using the mortality table, if any, and the interest 
6 rate specified in the contract for determining the minimum 
7 paid-up annuity benefits guaranteed in the contract. 
8 5. For contracts which provide cash surrender benefits, 
9 ~ cash surrender benefits available prior to maturity shall 

10 not be less than the present value as of the date of surrender 
11 of that portion of the maturity value of the paid-up annuity 
12 benefit which would be provided under the contract at maturity 
13 arising from considerations paid prior to the time of cash 
14 surrender reduced by the amount appropriate to reflect any 
15 prior withdrawals from or partial surrenders of the contract, 
16 such present value being calculated on the basis of an in-
17 terest rate not more than one percent higher ~~an the interest 
18 rate specified in the contract for accumulating the net con-
19 siderations to determine such maturity value, decreased by 
20 the amount of any indebtedness to the company on the con-
21 tract, including interest due and accrued, and increased by 
22 any existing additional amounts credited by the company to 
23 the contract. In no event shall any cash surrender benefit 
24 be less than the minimum nonforfeiture amount at that time. 
25 The death benefit under such contracts shall be at least equal 
26 to the cash surrender benefit. 
27 6. For contracts which do not provide cash surrender 
28 benefits, the present value of any paid-up annuity benefit 
29 available as a nonforfeiture option at any time prior to 
30 maturity shall not be less than the present value of that 
31 portion of the maturity value of the paid-up annuity benefit 
32 provided under the contract arising from considerations paid 
33 prior to the time the contract is surrendered in exchange 
34 for or changed to, a deferred paid-up annuity, such present 
35 value being calculated for the period prior to the maturity 
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1 date on the basis of the interest rate specified in the con-
2 tract for accumulating the net considerations to determine 
3 such maturity value, and increased by any existing additional 
4 amounts credited by the company to the contract. For contracts 
5 which do not provide any death benefits prior to the 
6 commencement of any annuity payments, such present values 
7 shall be calculated on the basis of such interest rate and 
8 the mortality table specified in the contract for determining 
9 the maturity value of the paid-up annuity benefit. However, 

10 in no event shall the present value of a paid-up annuity 
11 benefit be less than the minimum nonforfeiture amount at that 
12 time. 
13 7. For the purpose of determining the benefits calculated 
14 under sUbsections five (5) and six (6) of this section, in 
15 the case of annuity contracts under which an election may 
16 be made to have annuity payments commence at optional maturity 
17 dates, the maturity date shall be deemed to be the latest 
18 date for which election shall be permitted by the contract, 

19 but shall not be deemed to be later than the anniversary of 
20 the contract next following the annuitant's seventieth birthday 
21 or the tenth anniversary of the contract, whichever is later. 
22 8. Any contract which does not provide cash surrender 
23 benefits or does not provide death benefits at least equal 
24 to the minimum nonforfeiture amount prior to the commencement 
25 of any annuity payments shall include a statement in a 
26 prominent place in the contract that such benefits are not 
27 provided. 

28 9. Any paid-up annuity, cash surrender or death benefits 
29 available at any time, other than on the contract anniversary 
30 under any contract with fixed scheduled considerations, shall 
31 be calculated with allowance for the lapse of time and the 
32 payment of any scheduled considerations beyond the beginning 
33 of the contract 'year in whic:h'cessltt:lon of payment of con-
34 side~otions under the contract occurs. 
35 10. For any contract which provides, within the same con-
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1 tract by rider or supplemental contract provision, both an-
2 nuity benefits and life insurance benefits that are in excess 
3 of the greater of cash surrender benefits or a return of the 
4 gross considerations with interest, the minimum nonforfeiture 
5 benefits shall be equal to the sum of the minimum nonforfeiture 
6 benefits for the annuity portion and the minimum nonforfeiture 
7 benefits, if any, for the life insurance portion computed 
8 as if each portion were a separate contract. Notwithstanding 
9 the provisions of subsections four (4), five (5), six (6), 

10 seven (7) and nine (9) of this section, additional benefits 
11 payable (a) in the event of total and permanent disability; 
12 (b) as reversionary annuity or deferred reversionary annuity 
13 benefits, or (c) as other policy benefits additional to life 
14 insurance, endowment, and annuity benefits, and considerations 
15 for all such additional benefits, shall be disregarded in 
16 ascertaining the minimum nonforfeiture amounts, paid-up 
17 annuity, cash surrender and death benefits that may be required 
18 by this section. The inclusion of such additional benefits 
19 shall not be required in any paid-up benefits, unless such 
20 additional benefits separately would require minimum 
21 nonforfeiture amounts, paid-Up annuity, cash surrender and 
22 death benefits. 
23 11. After January 1, 1980, any company may file with the 
24 commissioner a written notice of its election to comply with 
25 the provisions of·this section after a specified date but 
26 before January 1, 1981. After the filing of such notice, 
27 then upon such specified date, which shall be the operative 
28 date of this section for such company, this section shall 
29 become operative with respect to annuity contracts thereafter 
30 issued by such company. The operative date of this section 
31 shall be January 1, 1981 for all companies which do not so 
32 elect an operative date which is earlier than January 1, 1981. 
33 Sec. 4. Section fiVe hundred twelve point forty-three 
34 (512.43), unnumbered paragraph one (1), Code 1979, is amended 
35 to read as follows: 
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1 No fraternal beneficiary society not admitted to transact 

2 business in this state prior to July 4, 1907, shall be 

3 incorporated, or given a permit or certificate of authority 

4 to transact business within this state, unless it shall first 

5 show that the mortuary assessment rates provided for in 

6 whatever plan of business it has adopted, including the 

7 issuance of term, whole life, or limited payment certificates 

8 with withdrawal options, are not lower than is indicated as 

9 necessary by the following mortality table, or any more recent 

10 table which is applicable to life insurance companies: 

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

12 (512.45), Code 1979, is amended to read as follows: 

13 512.45 VALUATION OF CERTIFICATES. ~he-ee~~±r±ea~e-w~~~-

14 ~e~-by-afty-aemes~*e-f~a~e~~ai-be~ef±e*ary-a5see~a~±e~-e~era~~~~ 

15 ~ftee~-~fie-~~ev±s±efts-e£-~he-fe~ege~~~-me~~ai±~y-~ab~e-sha~i 

16 be-vai~ee-~ft-~he-same-maftfte~-as-~~ev*eed-*ft-5ee~±eft-;e8.36, 

17 exee~~-~fia~-5~efi-vai~a~*eft-shaii-ee-ea~ed-~~ft-~he-fe~ege~ft9 

18 me~~ai±~y-~aeie-afta-£e~~-pe~eene-~n~e~e5e. 

19 %f-~he-5ee*e~y-makes-ieaft~-en-*~s-ee~e*£ieaee5,-~he-vai~a-

20 e*eft-shaii-be-baSea-a~ft-a-me~~ai*ey-eabie-ftee-iewer-~han 

21 ~he-Amer±ean-~aeie-e£-mereal*ey-and-£e~~-aftd-e~e-hai£-pereen~ 

22 ±neerese. The minimum standards of valuation for certificates 

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

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

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

26 certificates. The minimum standards of valuation for 

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

28 those provided for life insurance companies. 

29 Sec. 6. Sections five hundred twelve point fifty-seven 

30 (512.57) and five hundred twelve point fifty-eight (512.58), 

31 Code 1979, 

32 Sec. 7. 

33 

34 

35 

are repealed. 

This Act takes effect January 1, 1980. 
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AN ACT 

RELATING TO VALUA1'I021 STANDARDS hND NONFORFEITURE PROVISIONS 

FOR POLICIES OF INSURANCE SUBJECT TO CHAPTERS rIVE HUNDRED 
EIGHT (soe) AND FIVE HUNDRED TWELVE (512) OF THE CODE. 

8E IT ENAcn:o BY THE GENElU\J. ASSEMBLY or 'tHE STATE OF IOWA: 

Section 1. Section five hundred eight point thit"ty-six 

(508,36), subsections two (2) dnd three (3). Code 1979. are 

amended to read as follows: 

2. Ti'is sUbsection shall apply to only those policies 

and contracts issued prior to t.he operative date of section 

508.37 (the Standard NonfOl'feiture Law for (,ife Insurance). 

Except as other-wise prov:ided in suhsoction 3, paraqnlphs 

U{LI ~ and u," ~~, for gl'OUp annui t.y and Imre endowment 
contracts, the minimum standard of valuation for all policies 

of domestic life insul'dnce companies. shall be the Corrunissionen;. 

Reserve Valuation Method defined in pan191'aph "b" of subsection 

3 and the American Experience Table of t-!ortali ty and four 

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

Ex.perience Table of Hort,llity and four percent interest.!... 

~xc~p',t:....,~_~_1;._tlt_e_,J'!I,i.!li 1tI,1:.~) !; tan~.!.q, to,t.:: ~'!~,_'-:.~)_~~.!~2,1!,,<2 L annu~,~,~,~,~ 
and pure en<!o·...no.ents purchased und~_;:'..s!.9,l1.P, annuity and pure 

~doW1t'"ent_ contracts p.~!.!..._~, thaJ provided by this sy.E~S.~_~?_f} 

but replacinq the interest ratcs specified in this subsection 

QY. an i~.!-."~:rest--.!'~,t;~ .. 9,LL~y~ .. p~!'~ent_per annum. 
ReGel'VeS for all such policies <lind contt:acts (nay be 

calculated, at the option of the cocnpany, according to any 

standards .... hich pI:oduce greatet' aqgl'cgate reSCI'VCS for all 

sllch policies and cont.ract.s- thtm the minimum reset'ves required 

by t.his zubsection. 

3, 'this lOubscction shall apply to only those policies 

and cOl\tr<~cts issued on or after t,l\C' operative date of aection 

e -
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S()8.37 (the Standard Nonforfeiture Law fOl' Life InSU1'cl1\CC). 

except as otherwise provided in paragraphs ufu ~ and 119u 

~'.h: for group annuity and pure endowtnent contracts issued 
priol' to such opel'ative date. 

a, Except as othen"isc provided in pal'agraphs IIEII ~ 

and II~U ~, the minimum standard for the valuation of all 

such policies and contracts shall be the Commissioners Roserve 

Valuation Me~fte~ Meth~ds defined in pa.a~~ftph-II~II ~aphs 

I'b". "C" and _~',f~~ of this subsection 3, five percent interest 

for 3EouP 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 pUl'e endowment contI'acts, issued on or after 

July 1. 1974, a".-,~~eF-te-~aft"ft.Y-~7-i99~. four percent 

interest for such polici~~ issued prior to J~.!!:1.. 1, 1980, 

and four and or]~:-:h.~,~~rcent interest for such policies 

issued on Ol'_,~!,~,~_~' January 1. 198(), and tllC following tables: 
(1) For all ordinary pol icies of 1i fa iHsurallce issued 

on the standard basis, excluding any disability and accidental 

death benefits in such policies,--the Commissioners 1955 

Stand.u-d ordin~uy Mortality ~rablc. provi.ded that fOI' any 

category of such pol,icies 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 

si~ years younget' th<ln the actual age of the insured, 

(2) Fot' all industrial life insurance policies issued 

on the standard basis. excluding <lny disability and accidental 

dea th benefi ts in such po licies, --the 1941 Standard Indus tr i al 

MOJ:tallty Table; provided. however. that the Comnissioners 

19&1 Standal"d Industrial Mortality T<\ble Sh.lll be the table 

for the Ininimun standard when said table becomes applicable 

under the Stand",,.d Nonforfeitul'e Law in accordance with section 

!>08, 3 'J, subsection 5. 

(3) For .individual annuity and pure endowment contracts. 

exclw . .llnq any disability and iSccidental death benefits in 

;:t 
:n 
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such policies,--t.he 1937 Standard Annuity Mot·tality 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 cOl1"lf:1issionet·. 

(4) For group annuity and pUl'e endo......-nent cont1'acts, 

excluding any disability and accidental death benefits in 

such policies,--the Group Annuity Mortality Table fot" 1951, 

any modification of such table approved by the cocnrnissionel', 

or, at the option of the company. any of the tabl(~s or 

rrodifications of tables specified for individual arUluity and 

pure endowment contracts. 

(5) 1'01' total dnd pC1'manent disability benefits in or 

supp)cmentat:y to ordinary policies or contracts.--the tables 

of "Period 2" disablement rates and the lQ:W to 1950 

tcmination rates of the 1957. l)i~Hlbilit.y Study of the Society 

of ,\ctuat:ics, wilh due regard to t.he type of benefit. Such 

table shalL for active lives., bt~ combined wi.lh <I mortalily 

t,tble pen7litted for calculallllg the reserves for life inGurance 

policies. 

(6) For accidental deilth benefits in or sUJ>plemenlary 

to policies.--t.he 19S9 Accidental Death Benefits Table combined 

with a mortality table pet'mittcd for calculating the n~sctvt':s 

for life insurance polIcies. 

('I) For' group life insurance, li.fe insurance i::;slled on 

t.ht- substandard bosis Clnd other specIal benefits.--such tables 

as may be ,)ppr'(wed by the COTnI":'IlSSIoner. 

b, Rt'!eel'"Ve9 Except a~, C].~.1!e.J;.".:~~~,.....l2:!:'?.Y!..~o:.4..J~ . ..E.d.-';~9~·~1.2h1?. 
:.'.<;",_~t},d_."f" of t.hi~ subsection, reserves accordir.q to t.he 

Co:nmissioners Reserve Val.uation r<ethod. tor the life insorance 

dnd endo .... ment benefits of polici~s providinq fOT <l unifol'm 

Moont. of insurance and requiring the payment of uniform 

pl'emlllrnS shall be the excess, if any. of the prescnt valuc, 

at the date of vailldtion, of such future quat"anteed benefi ts 

provided for by such pol icief>, ove1 the then present value 

of ani' futut'e modi Jicd net pl'erniums therefor, The nodi fied 

-
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net premiums fOt" 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 surn of the then present value of such benefits provided 

for by the policy and the excess of (xl over (y). as follo ..... s: 

(x) A net level annual p1'emium equal to the present value, 

at the dat.e of issue, of such benefits provided fot: altel' 

the first policy year. divided by the present value. at the 

date of issue, of all annuity of one pet· annum payable on the 

first and each subsequent anniversary of such policy on which 

a pt'ecniul" falls due; provided. however, that such net level 

annual premium shall not exceed the net level annual premium 

on the nineteen-year premiu;n whole life plan (or insurance 

of t.he same amount at. an age one year higher than t.he age 

at issue of ouch policy. 

(y) A net one-year term premium for such benefits p1'ovided 

for in the first pol icy yt:!a.r, 

Rebet'ves dCcol'ding to the Corruuissioners Reserve Valuation 

Method f01' (1) life insurance policies pt'oviding for a varying 

amount of in::naance or requiring the payment of varying 

premium:;. (2) S!"~ annuity and pure endowtr.cnt contracts 

p'urcl)~.q.ed undcl' a retll"~~~r!~~ . .E.La..!l...2.~!.!l~t:!._~ deferre~ 
compens.<1tio!.l, ... e.~~.~lished or maintained by an employer 

(lncl~1.:1.~,~n9 d partnerahip_2.L~~~.~e prop1'ietorship) or ~~ 

~..J!Ip)?yee or9ani~!"!~,i9'~1!~ .. or by both, other t.h~1n a plan pt'ovidinq 

indi v i dua.l t'eti "lement. <lccounts O~L .!.[I.~~~ viq~~.,~, .. ~·.~~,';"l~~J!I!?)~.t.:.....~ 
nuitle.~ .. undcr~ .;~~~.!-ion four ~.J:l,~.~dred eight (408) of the United 

State~ l~~~.~t·n<ll R~_V~l~.~t~ Cod~ of .. !954, as no· .. · Ot· hel'eafter 

~~!)~e,s1!. (3) dis.ability and accidental dealh benefits in all 
policies imd cont.ract.s, and (tl) ,,11 other benefits. except 

life insut'a)lC(~ and endoWTllent benefits in life inSl.ll·ance 

policies and .£e:neflts provided bLall other al)n1Ji_~.¥ .. ~~.!.!; 

endo .... ·ment contrac,ts. shall be calculated by a method consistent 

..... ith the principles of this pat:agraph lib". except that any 
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extX<1 pre:'niun~ ch"rgcd because of impili t"tients 01' special 

haz<.It"ds sMll be disregarded in the detellfllnation of modified 

net pl'cmiulTIs. 

£..:..... .... !:ttJ_l} __ ~.£.H.211~_<}Pl?_~._.~~.1 ___ annui ty ,)nd pUl-e _~mdow.:: 
r.!'_e_l)t cont.racts other_than 9.u?'!!p' __ annuity __ ~.nd pure endowment; 

cont:r_~s:....t.~."p_\.!.!·~~).dsed under a retir~l!I~~!:I __ 9..~ plan of deferred 

.£..<?~pensation. establ)shed ~a.~.nt(lined_by an etnpl_OYOl' (in­

~ludinq a NH'tnership. or soJ~_,£!:?pl'iet.ol.·s_hip) or by_an etDploy~~ 

2!~l..!~~_t:tonr or by bo~h. otl)~l' th~t:l._.? plan pr.?vidinq)ndivid­

!Idl ret.irement a~~~unt.s o.; .. )ndi'y'!du~ll ~·~.~tl·erncnt annuities 

und~.~ . .§_~,=,.tion fOUL" hundred ~!9.!..!.!:......~O_8) of th~~ unite~~'i: 

InteTn~_~~'ye.nue Code of 1~54.t ~s oo",,_o_r hercafter amended. 

R(!set·ves .. a.~.~9..r.dinq to_ the cq~issioneI's imnu~t\' reserve 

I!.)~_thod for be!lll~it:.~ under_ilnnuity .. or pure_.~.ndowm"!'l)t cont.l"a,cts, 

~~pludi.n9 any d;.~.~.~.il.i t.y an.d acci~.ent(ll dea;'h beneJi t.s in 

sHch <:9E.~.F.~cts. shal! __ be the...3rcate!l.~ .. _of the respcctiv.~ 

~3.ceS5(:s of ~h~ present yalues, ~t tht~ ~.cllte of ~~luatio~, 

2! __ thc !Iltul·e .9.11dil·'lntced_'p.eO(~fitsr includifl9 <JUua.nteed 

nOllfo~.~eiturc be!.lefils. pl:'<?'yided f9'.r bv suclJ.. contracts at 

the end oJ edch res"p'ective <:'~!.lt.ract_y~at", ove.r the present 
v.alue. at the_d,\te of valuatiop. of any. future valuation 

f9.1ls.i.~~t"ations .. 9.erived hom futu!".! gross consider_a_tjons, 

requit·ed by. thc ~nns of ~~.£h <':t)ntl.~~'?t. that become payable 

l?Ll.Ol·_to the .~nd of 3.~~ch rcspective c0l""!~ract yeal·. The fulul·e 

g!1ar.lnte.":.~ .. bcoefi ts shalJ. __ Q~ dete~~mincd by_.using the mOl·ta1lli 

~able. if a~l~_ the int~~~st. rate, or l·ate~~ificd 

.i!:!.....~':1.s:D. contracts {or dctermin.i!l9 guaranteed be'l~:.fits. TI)..£ 
yaluation_~oosi~~.1·ations are the . .E2.rti.ons of the J:·espee;tive 

9.J:"os~~onsiderat.ion.~. applied under th~_.;eJ.1'!1s of such contracts 

12... dete!:l!!..~.~e nonfor:fe~ ~ure va 1 ues. 
e~. III no event shall a company I s aggregat.e resel"VCS 

for all lite insurance policies. excluding disability and 

accidental deaUl benefits, be le~s t.han the aggregate reserves 

calculated in accoa:dance wi th the Me~e~ met.hods set fort.h 

in pa~a'J~aph.-u&U-a_eve P!'.!!!.9raphs lIb". IIC" a~.~ "{'I of this 

-- -
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5ubsestlon and the loort.3lity table 01· tables and rdl~ ;.r •. ates 

of intel·est used In c-.lculating nonfol·feiture bE!netl'~ 

such policies. 

4~. Resen'(~s rOI· ,tny category of policies, C(.tl\t.li •• 

or benefits as estdblished by the cOJQ.'TIiSSloner. indY De 

calculated at the ~ptiol\ of the company according to ,H,:: 
standards which produce greater aggregat.e reserves t"OI ~;uch 

category than those calculated according to the Tr>inl!TIUIT 

standard herein provided. Prev~4e4,-kewevel'.,-UUH-l'e!!lf!'rye8 

£er·p a !'ti-e iPil~i-I'UJ-t:t t· e - !:HfJl:tl"t'lftee -p et iei-ee-M6YT -wi t!;ft-U,e -e~ftQe"t 

e{-t.ke-ee"'.l'I'I1:8e4f'M@lI·,-Be-ee.~etttatee-eeee.·8iR4'-te-a-f"4tf'! -Ai 

iftte~eft~-lewe~-~kt'lR-!~~-rate·8{-~R~el'e9!-l:teeS-~ft-ea+ettta~t"~ 

~e-fteKfel'.ei-tl:tl'e-heft8{i&e-ift-etteh-,e~ieieeT-w*t~-~Re·.~F~ef 

ppeYi89-tha~-ii-e~~h-.ewe.-.ate-ei-i~er~-(feM-~~e-~ate-~~~8 

ift-~e-eat6~ta~ie~-~{-the-"eft(8rieit".e-&eR~fite-ay-_ere-~8R 

eRe ·hdi. -I'e.e eM ,.- t!;~e- Hea'tlfty- ~8t1tt !:PI!-t",.eh.-,eH eiee-"k .. ' i:-". H·@ 

..,~tlt-1!h"-f!ell!~i-9Bteftet'-"-J!l.e"-"l'8"idift,-te~-BlIeelt-elfll.itaBte 

iPle.ea8ej-~{-eRyy-.ft-~ke-eaeft-8~r~eRder-Y~t~e8-afte 

ft8ft{el'f6ittt.e-h~fte{i~B-+ft-811esk-'G~teie8-a6-~Re-ee~te8~eKe' 

ehat~-a"t'eyeT 

e f. If in any co.>otract year the gross premlwn chal·qed. 

by any life insurance company on any policy or contract. ~:> 

less than the valuati0t); net premium for the policy or conu·act 

accordinq to the- mortality table, l·ate of interest and method 

used in calculating the reserve thereon, according to the 

minimum standard prescribed in this section, tkefe-8ka~~-Be 

Maifttaiftee-eR-8l:teh-,et~ey-8f-8eRtEael-a-seiieieft8y-~e8eFYe 

.R-as.i~!:eft-~e-t'l*t-etfte.-reee~e8-re~~i.es-~y-i:a"'.--Fer-eaek 

s\leh-pe~iey-8F-eeR"t"aet-the-l!let·ieieftey-.e8e!'"ve·ekd~-Be-Ute 

pre8eft~-ya~~e.,-aeee.d~M~-~e-ayeh.-Beaftea~.j-8f-aK-aRR~~ty-e{ 

~fte-d'{iefeftee-Be~weeR-e\teh-Ret-p~e.~~.-ftR.-~ke-J!lpe_i~-ehsPged 

fe.-etteft-'8ttey-ef-e8ft~~8e~j-.~ftMift,-£er-the-.e~ai-ftdet"-${ 

~e-p.eMittM-J!lt'lyift!-pe.~ed the minim~ reserve !~quired for 

such pOlicy or contract shall be the greater of eit.he~~ 

!:!.s~_~atc\l1_~!...e...~._accol·din9 to the: rnot"tali~t:.~.l?.le,.~ 

:::t 
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of intet"est and method actually used f2_r such policy or 
contract, or the "reserve calc~lated according to t,he lIlortalit1 
table, I"ate of interest and method used in calculating the 
reServe ther.eon according to the minimum ~tandal"d prescribed 
by this section but replacing tlH~ valuation net premiun by 

the actual gross premium in cach contract year (or which the 
valuation net premi~ exceeds the actual gross premium. 

{9' The minimum standard fat" the valuation of all 
individUal annuity and pure endowment contracts issued on 
or after the opet"ative date of this paragt"aph. and for all 
annuities and pure endowments purchased on or after such 
operative date under group annuity and pure endowment 
contracts, shall be the Conmissioners Resetve Valuation Met)!.etl 
Methods defined in IUl~a!Jr4,h-Jlh,Jl paragraphs I'b" and "c" of 
this subsection and the followinq tables and interest l"atos: 

(1) FOI" individual annuity and pure endowment contracts 
issued priOlo to JatnUlry-.,.-i98(, 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 cO:Mlissioner, 
and six percent interest fOl" single pt"eroiwn immediate annui ty 
contracts, and four J>ercent interest for all other individual 
annuity and pure endow.nent contracts. 

(2) For tMd~y~tl~~t-eftR~~~y-aR~-,~re-eftdeWMeR~-e&Mtr~e~e 
t8~~e~-eR-&r-efte*-JaRY4ry-l,.-i98(,T-eMe~~8tR~-aRy-4~84B~l~~y 

afta-aee~deRtai-de~th-BeRe'~t8-.R-e~eh-86ftt~ae~6T-f.ke-.9.i 

fR~tyttl~al-Ahft~tty-M&Pt~ltty-~aB.ey-e~-aRY-Me8ift~a~t&ft-ef 

tkte-taB.e-appEe¥e.-By-tAe-ee~te8teRery-aRd-'h~ee-aft4-&fte­

fta.f-,ereeRt-tftte~e8~ individual siogle premium immediate 
annuity contracts issued 00 or after January_~80. excluding 
~ disability and accidental death benefits in such 
contracts,--the 19n Individual Annuity Mortality Table, or 
~_,!!odificatiofl of this table~oved by the cort'.mi.s~ioner, 
alld s.even ao~" one-half percen"t interest. 

--
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(3) FOI" d~-aftJ\"t'iell-aR8-ptt~e-eftde'ltJleRte-p\tl'ehaaed-J,.~ter 

~8-eaft\taEy-.y-.98(,T-~ft.e.-.*ettp-&ftftyt~y-a~-,~~e-eRgeWMeft' 

eeft~~ae~8~-@~8.~dtft!-afty-dtaa8i.i'y-afttl-aee~4eR~ •• -.eaf.A 
heRe£t~e-p\tl'eha8etl-vRde~-8~ek-eeft~.aet8~-tAe-.9.1-Qpe~,-Aftfl~t~y 

Me~ta.tty-~aB.eT-8r-efty-.ed~.tea~ieft-ef-~kte-t~le-a,pl'eved 

By-lhe-8e~ie8iefter~-aR.-ei~-pe~eeRt-tfttere8~ individual 
annuity and pure endowment contracts issued on or after January 
1, 1980 other than single premium immediate annuity contracts, 
e~cludinq any disability and accidental death benefits in 
such contracts,--the 1971 Individual Annuity Mortality Table, 
or any CI'"odification of this table approved by the cormnissioner. 
and five and one-half percent interest for single premium 
defened annui ty and pure endoWJTIent contt'acts and four and 
one-half percent interest for all other such individual annuity 
and pure endowment contracts. 

(4) For all armuities and pure endOWJTIents purchased 8ft 
el'-af~e~-Jaft~a~y-i~-.98(' prior to January 1, 1980, under group 
annuity and pure endowment contracts. excluding any disability 
and accidental death benefIts lft purchased under such 
contracts,::the 1971 Group Annuity Mortality Table, or any 
modification of this table approved by the co~issioner, and 
tkree-aftd-eRe-half six percent intel"est. 

(S) For all annuities and pure endowments purchased on 
or after January I, 1980 under group annuity and pure endowment 
contracts, excluding any disability and accidental death 
benefits purchased under such contracts,--the 1971 Gl"OUP 

Annuity Mortality Table, or any modification of this table 
approved by the co~issioner and seven and one-half percent 
Interest. 

,~. After July 1. 19"4. any cOll'lJ>any may file with the 
commissioner <1 written notice of its election to comply .... ith 
the prOVisions of paragraph ~fJl ~ after a specified date 
before January 1. 1979, which shall be the operative date 
of paragl"aph "i" Y for such company; provided, a company 
may elect a different operative date for individual aruluity 

-



House File 462, P. q 

and pure endoWient contracts from t.hat elected for: gl"OIJP 

annuity and pure cndownent contracts. ]f a conpany makes 
no such election. the Opel"atlve date of para9raph JtIJl ~ 

(or !Ouch company shall be January 1. 1979. 

Sec. 2. Section five hundred ciqht point thir.ty-seven 

(SOB. 37), unnumbered paragraph one (1) and subsection five 

(50), uIU1lunbcl"ed paragraph four (4), Code 197<:). are amended 

to I"ead as fall ows: 

This section shall he kno .... n as the "Standard Nonforfeiture 

t,lw for Li fe .1 nsurance." 

All adjusted pre:niums olnd present values l"eferred to in 

this section shall for all policies of ordinary lJlSUrance 

be calculated on the ba~ig of the CoJ'l'ltnissioners 1958 Standard 
Ordinary Nortality Table, provided that for any category of 

ordinary insurance issued on female risks, adjusted pt·emiurns 

and present. valuea may be calculated according to an age not 

raot·e than t:.hree six yeats younger than the actual ,lqe of the 

insured. Such calculations for all policies of industrial 

lnsurance shall bl! rnade on the basis of the 1941 Standud 

Induotrial Motl,llity Table; provided, however. that any conpany 

may file \o'ith the conuniSf>lOner a written notice of its election 

t.hat such adjusted premiums and pt·esent values shall be 

calculated on the basis of the Conuntssioners 1961 St.andaJ"d 

Industrial Mortality Table, after a specl fied date before 

January 1. 1968; provided, further. that, whether or not <my 

election has been made, such Cott',missioners 1961 Standard 

Indu$t.l'ial Mortality T f1ble shall be the basis for such 

calculations as to all policies of industrial insut·ance issued 

on or aItel· January 1. 1968. All calcul,ltions shall be made 

on the basis of the rate Ot interest specified in the policy 

fot· calculating cash I$urrender v,1lues 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 ot intel'cst not exceeding fout· percent t>el· annum may 

be used fOl· poli,cies issued on ot' ,lfter July 1. 1974. and 

e' -
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pn01· to cJafHfdl'Y-h-198e Je.!.l.!1a_;:LJ....L.-1980. -1!.ll<L3!.,E..ate:....2.f 

intel·est not exceedi~ive and one-half pet·cell~~ 

nay be used.J.C?r policies issued on or after J,~nuary l.J......!..2Q.Q. 

Provided, hO\o'cver. that in calcula.ting the present value of 

any paid-up tern. insurance with acco:npanying put·e endowment. 

if any, offered as a nonforfeiture benefit. the rates of 

mortality assumed in the case of policies of ordinary 

insurance. may be not rr.Ol"C t.han those shown in the 

Commissioners 19~8 Extended Ten.l Insurance Table. 'lnd. 1n 

t.he case of policies of industrial insut·ance, may be not more 

than one hundred thi rty percent of the rates of mortali ty 

accot·ding to the 1941 Standard Industrial Morta.lity Table. 

except that when the Commissioners 1961 Standard Industrial 

110rtality Table becomes appl icable. as hereinbefot·e provided. 

such rates of cnortality assumed may be not more t.han those 

shown in the Cornrni ssi Oflcrs 1961 I nduB trial Ex tended Term 

Insurc1rlce Table. provided. furthet·. th.lt for insurance issued 

on <l substandud basis. the calculation of' any such adjusted 

premiurns and pr'csent values r1ay bc based on such other table 

of mOl·tality as cnay be specified by the company and approved 

by t:he corr.missioneJ:. 

Sec. 3. Chapter five hundred eight (508). Code 1979. is 

dr.Iended by adding the following !le· .. · st!ction as section five 

hundred eight point thirty-eight (508.38) of that chapter; 

NEW SECTION. 508.38 STAlIDARD ~ONPORFl':rTURES. This sec-

tion Sh<11l be known as the "Standard Nonforfeitu1·e La .... for 

Individual De!encd Annuities." 

1. This section does not apply to any relnsurance. group 

annui ty purchased undet· .1 rE:til'ement plan 01' plan of deferred 

compensation established or maintained by an employer 

(lncludinq a pat·tne1·ship or sole proprieton.hip) 01· by an 

employee 0l"(141nization. or by bOU1, other than a plan providing 

individual l·elirement. accounts or individual retirement 

annuities undeJ: section fOUl· hundred eight (408) of the United 

Slates Internal Revenue Code of 19~4. dS no"" or hereafter 

~ 
:n 
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amended. pl-emiuJn depo5it fund. vuiable annuity, investClent 

annuity. iG"llTlcdiatc alUlUit.y. any defened atUluity contract 

"ner annui ty parment.s have commenced. or reversi.onary annui ty, 

nor to any contract .... hich is delivered outside this state 

through an agent or othcr representative of the company lssulng 

t_he contract. 

2. In the case of contracts issued on or after the opera­

tlve date of t.his 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 for delivery in this state unless it contains in 

substance the follo .... ing provision5, or corresponding provisions 

which in the opinion of the cotr.missioner are at least as 

favorable to the contract holder, upon cessation of payment 

of considerdtions undel- the contract: 

a _ That upon cessation of payment of considel-ations under 

a contract. the cOr.lpany will grant a p,lid-up annuity benefit 

on a plan stipulated in the contract of such value as 1S 

specified in subsections four (4). five (S), six (6). seven 

(7J. and nine (9) of this section_ 

b_ It: i.l contract provides for a lump sum settlcment at 

maturity. or at any other time. that. upon sun-ender of the 

contract at or prior to the corr.rnencement of any annuity pay­

ments, the company will pay in lieu of <)ny paid-up annuity 

benefit a cash surrendet benefit of such amount as is speci­
fied in subsections four (4). five (5). seven (7). and nine 

(9) of this section_ The company 5hall reserve the right 

to defer t.he payment of such cash sut-rE:nder benefi t for a 

!>eriod of six months after demand therefol .... ~th surrender 

of the contr,let_ 

c_ A statement of the mOl'tality table. if any. and in­

terest l-ates used in calculating any minimum paid-up annuity. 

cash 5urt"cnder or death benefits tllat arc guaranteed under 

the contract, together wi th sufficient information to deter­

mine the ()Il'Iounts of such benefits_ 

e 
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d. A statement that any paid-up annuity. cash sunender 

or death benefits that may be available under the cont.ract 

dre not leaS than tlle minimum benefits l-equired by any statute 

of thc state in which the contl-act is delivered and an explana­

tion of thc manner in ~hich such benefits are altered by the 

existence of any additional amounts credited by the company 

to the contJ:act, any indebtedncss to the company on the con­

tract 01' any prior witlldrawal5 from or putial surrendel-s 

of the contract_ 

Notwithstanding the requhements of this subsection two 

(2). any defel-red annuity contract may provide that if no 

considerations have been received undet a contract for a 

pel'iod of two full years and the portion of the paid-up annuity 

benefit at maturity on the plan stipulated in the contract 

uising from considerations paid prior to such period would 

be lesti than t .... enty dollars monthly, the company may at its 

option teminate such conll'act. 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 

1nterest rate specified in the contract {or determining the 

pdid-uJ> aruluity bonefit, and by such J>ayment shall be relieved 

of any further obligation undet such contract. 

3_ The minimum values as specified in subsections (our 

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

tion of any paid-up annuity, cash surrender or death benefits 

av,ulable under dn annuity contract shall be based upon minimum 

nonforfeiture alr.ounts as defined in this section_ 

d_ With respect to contracts providing for flexible con­

siderations. the minimum nonforfeiture amount at any time 

at or pr10r to the cOfllJT\encement of any annuity payments shall 

be equal to an accumulation up to such titt"lt~ at a rate of 

interest of three percent per annu.m of percentages of the 

net considerations (as hereinafter defined) paid prior to 

such til'"le. decrcased by the sum of (i) any prior withdl-awals 

!l'om or partial surrenders of the contract accumulated at 
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,1 rate of intel:eu.t of three p~Icent per tUUlUm dod (li) t.he 

amount of any indcbtednef:s to the company on the contrdct, 
including interest due and accrued; dod incrcas(!d by any 

t~xlsting additional amounts cn:dited hi' the company to the 
cont.r,lct. 

The net considerations (Ot" a gi.ven contract year used to 

defi.ne the mlnimum nonforfeiture anount shall bt~ an amount 

not less than 7.1.01"0 and zhall be equitl to the cOl·ref~ponding 

gross considerati.on::. credit.ed to the contract. dunng th.lt 

contl"act year less an annual contract charge of lhil"ty dollars 

and 1 css. a co II eel i on charge of one do 11a rand twenty- fi ve 

cents pet' consideration credited to the contt"act durinq t.h<1l 

contl"act. yeat"" The pel"Ccntages of net conf'idcrdtlons ~hall 

be sixt"y-fi\'e percent of the net com;ideration fOl" the fir::;t 

cont.ract yeat" tmd eighty-seven and ollc-hal f percent of the 

net considcl·ations fot" t.he second and later cont.r,)ct. ycars, 

liotwl thstanding thf! proviGions of the pr:eccding sentence, 

ttl(! pel:centage s)wll be 5ixty-five p(!n:cnt of the portion 

of the total t":0t consideration fo) ')lIy rencwal contl"act ye<H 

... ·hich eXc(~ed6 by not more t.han two Umes the surr" of thoso 

port.ions of the net considel·ations in all priot" contract years 

for · ... hich the percentage · ... as sixty-five percent. 

b. With respect to contl:acts pl"oviding for fixed scheduled 

considerations, nini:num nonforfeiture amounts shitll be cal­

cu~atcd on tlw dssumption that considel"ations are paid an­

nually in advance and shall be defined as fot" contracts .... "ith 

fle.xible considerlttiolls which are paid annually .... ith two ex­

ceptions: 

(1) The p01"tion of the net consideration for ttlt! first 

cont.l·act year to he !lccurnu 1. a ted shall be the SU.iI of six ty­

fi\'e percent of the net consideration for the first. contl:act 

yeat" plus twenty-two i..md ont~-hill f percent of the excess of 

the net consideration for the first contract yeat" O\'eI" the 

lesser of t.he net consideratlonn for the second <ll\d third 

contract years; and 

e -
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(2) The annual contract charge I$htlll be the lesser of 

(i) thirty dollaI·s or (ii) ten percent of the gross annual 

considcl·ation. 

c. with respect to contracts providing 1"01· a sinqle 

consideration. minimum nonforfei ture amounts shall be de­

fined as for contracts wi th flexibl(! considcl·ations except 

that the pel·centaqe of net consideration used to determine 

the minilllu.rn nonforf(~iture amount shall be equal to ninety 

pel"Cent and th~ net consideration shall be the gross coo­

Gidet"ation less a contl"act charge of seventy-five dollars. 

4. Any paid-up annuity benefit available under a contl·act 

Gh.all be such that itG pt"esent value on the date annuity pay­

t'lcnts are to cotr.mence is at least equal to the miniltlut:"l non­

forfeiture amount. on that date. Such prescnt value shall 

be COlI,puted using the mortality table. if .. ~ny, and the interest 

l·ate speci fied 1Il the contract for determining the rninimUli' 

paid-up ,mnuity benefits quaraoteed in the contI"act. 

s. ror contt"acts .... hich provide cash surrendCl· benefits. 

sllch cash sunendc)· benefits available priolo to maturity shall 

not be less than the pt"esent value as of the date of surrender 

of that. pOl·tion of the Matluity value of the paid-up annuity 

benefit which would be provided un:ler the contl·act at maturity 

arising from considerations paid prior to the time of cash 

Gunender l"cd'-.lced by t.he amount appt"opriate to leflecl ani' 

prior withdrawals frOM or partial surrenders of the contlact, 

f>uch present value being calculated on the basis of an in­

terest rate not more th.an one percent higher· than the int..erest 

rate specified 1n the contract for" accumulating the net con­

sidet"at.ions to determine such maturiti' value. decl·eased by 

the amount of any indebtedness to the company on the con­

tract. including intel:est due and accrued. and increased by 

any existing additional amounts credited by the company to 

the contL·act. In no event shall any cash surrender benefit 

be less than thl! minimwn nonforfEHture amount at that time, 

The death benefi l undel· such cont.r{\cts shall he at least equal 

to t.he cash surrender oenefit. 

;z: 
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6. rot' contracts .... hich do not pt'ovide cash sun'onder 

benefits, the present value of any paid-up annuity benefit 

available as a nonforfeiture optlon at any t1me priot" to 

maturi ty shall not be less than the pt"esent value of that 

portion of the rnaturlty value of the pald-up annuity benefit 

pI"ovided under the cont.1:<lct arislflq fr'om considcrat1olls paid 

pt'ior to thc tIme t.he contract if' surrenden~d in ~xchanqe 

for 01' changed to, a deferred paid-up annuity, such present 

value being calculat.ed (01" the period pt"ior to the matul:ity 

date on the basis of tl\e lntcl'est rate specified 1n t.he con­

tract for accumuidt.lllg the net considerations to detemine 

such maturity value, clnd incn~ased bi' .1ny exis.ting additional 

amounts cl'edi ted by the: cO:'lIpany to the contract. For contracts 

· ... hich do not provide any death benefl ts pdor t.o t.he 

comrnencerr"ent of any ,HHlU1 ty paytnents, such pn!sent. values 

shall be calculated on t.he baSIS of such interest. tat.e and 

the mortality table specif1ed in the cont.ract for determining 

the l'I,ltUl'ity value of the paid-up annuity beneflt. Ho· .. ·ever. 

in no event Sh'lll the pt"esent value of a paid-up annuity 

benefit. b~ less t.han the minimucn nonforfeiture amount at that 
time. 

7, For the purpose of determining the beneti ts calculated 

under subsection!:> f1ve (S) and six (6) of this section. in 

the case of annui ty contrdct!:> \tnder .... hich an election may 

be made to have annuity paytr"ent:!' co:rutlt:llce at optional maturity 

dates, the matu1"lt'i date shall he dce:ned to he the. latest. 

date for which eleclLon s.hall be penrit.ted by tl1e contract, 

but shall not be deerr"ed to be later Ulan tl\e anniven.ary of 

the contl'act next. following the annuitant's seventieth bil."thday 

or the tentl) anniversary of t.he contt"act, ',",hichever 1S late"r" 

8. Any contract which does not pr"ovide cash surrender 

bcnefits or does not pl'ovide deat.h benefits at least equal 

to the minimun nonfOl'fei ture amount priolo to the con:mencclI"cnt. 

of any annuity payments shall include a st.atement ill a 

prominent place in the contract that. such benefits are not 
provided. 

e 
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9. Any paid-up anmllty, cash surrender or death benefits 

available at any time, othcr than on the contract anniversary 

undet· any contract with fixed scheduled considet"ations. shall 

be calculated with allowance for the lapse of time and the 

paynent of any scheduled considerations beyond the beginning 

of the contract year in ..... hich cessation of payment of con­

siderations under the contract occurs. 

10. F01' any contract which provides. within the same con­

tl"act by rider or supplemental contract provision, both an­

nuit.y benefits and life insurance benefits that at"e in excess 

of the greater of cash surrender benefits or a return of the 

gt"OSS considerations ..... i th intel"est. the ninimwn nonforfei ture 

benefi ts shall be equal to the sum of Ule minimum nonforfeiture 

beneii ts for the annui ty portion and the minimtll'Tl nonforfeitlu"e 
benefits, if any. for the life insurance portion computed 

as if each portion .... el·e a separate contract. Notwithstandinq 

the pt"ovisions of subsections fOUl: (4), five (50), six (6). 

seven (7), and nine (9) o~ t.his s~ct"i()n, addi"t.io"ill benefits 

payable (a) .in the event of total and permanent disability; 

(b) as reversionary annui ty or deferred reversional'y annui ty 

benefits, or (c) as other policy benefits additional to life 

insurance, endoW\TIent.. and annuity benefits, and considerations 

(01' all such additional benefits, shall be disl'egarded in 

ascertaining the minimum nOnfOl"fei t.ure amounts, paid-Up 

annuity, cash SU1"render and death benefits t.hat may be l"equit"ed 

by this section" The inclusion of such additional benefits 

shaD not be required in any paid-up benefits. unless such 

additional benefits sepal'ately would require minimum 

nonforfeiture amounts, paid-Up annuity, cash surrender and 
death benefits. 

11. Aftel" .January 1. 19BO, any COMpany may file with the 

cO:TUnlssioner a .... ritten notice of its election to comply .... ith 

the pl'ovisions of this section after a specified date but 

before Janu,uy 1. 1981. After the filing of such notlce, 

then upon such specifi(~d date, which shall be the operative 

• 
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date of this section fOl" 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. 1961 for all companies ..... hich 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 l"ead as follows: 

No fraternal beneficiary society not admitted to transact 
business in this state priOlO 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. 

sho .... that t.he mortuary assessoent rates provided fot· i,n 

.... hatevel· plan of business it has adopted, includinq the 

issu<1nce of term, .... hale life, 01: limited payment certificates 

.... ith withdrawal options, are not lo .... er than is indicat.ed as 

necessary by the fallo .... ing martali ty table'--.,?r any more recent. 

table which is a.E..E.:U.£.~.~~.£.. .. :Ufe in~~n£~..2~£.ani.~: 
Sec. 5. Section five hundred twelve point forty-five 

(512.45), Code 1\]"9. is amended t.o read a& follows: 

512.45 VAI,UAT10N OF CERTIFICATES. 'ike-eet'hheau-wl'tt­

~eR-By-a"y-deMe8tte-frftte.R8l-Befteltetft.Y-ft8s6etfttte"-epet'a~tft~ 

~"de.-~e-p.eyi8teR9-ef-~he-fel'e.etft'-~8~~~ltty-~ahle-shall 

~e-ya~~ee-tA-~ke-8aMe-~ftftfter-8e-p.e¥i~e~-tA-&eette"-§98T3&T 

eMee~t-~h8t-s~eh-Y8l~atieR-8kall-he-base4-~peR-lfte-E6.e~etR~ 

~eft81tty-taBle-aRd-fey~-,el'eeR~-tRte~eB~~ 

ii-~fte-86et~ty-~akee-.eaft8-eft-tt8-eep~t(iefttee7-~he-yalYa­

tieft-&hat.-Be-8a8ee-y,eR-a-~e~~altty-~aBle-Re~-lewe~-~aft 

~he-AMel'ieaR-ta&le-ei-Mert81~ty-afta-{e~.-a"a-efte-hftl{-pefeeRt 

tRtere5~T The ~jEj~uro standards of valuation for certificates 

illll~q.....E:r_!5?_;:._.!~ Janual'y 1 !.. __ l 98 0.L-sha 11 bc those provided by 
the law in effcct prior to January L 1980, but not lower 

than the standards used in the calculat.ion of Tates for the 

£!?t·ti ficates . The m~r"limurn stg,ndarc~.~_ 8 L'y~<!~~,:!_<!!.ion (or 
~ertificates iss,:!ed on or c!J'::er January 1, 1980, shall be 

~'p};_C?Y~9~_~ for liJe insurance C~~})iCL~ 
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Sec. (). Sections five hundred twelve point fifty-seven 

(512.57) and five hundred twelve point fifty-ei~ht (512.58), 

Code 1979, are repealed. 

Sec. 7. Thi.s Act t.akes effect January 1. 1980. 
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