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L.D. 342

pate: S-771-03 (Filing No. s-'| ()

INSURANCE AND FINANCIAL SERVICES
Reported by:

Reproduced and distributed under the direction of the Secretary
of the Senate.

STATE OF MAINE
SENATE
121ST LEGISLATURE
FIRST REGULAR SESSION

COMMITTEE AMENDMENT "/}" to §.P. 121, L.D. 342, Bill, "An
Act to Amend the Law Relating to Annuities”

Amend the bill by striking out everything after the title
and before the summary and inserting in its place the following:

'Emergency preamble. Whereas, acts of the Legislature do not
become effective until 90 days after adjournment unless enacted
as emergencies; and

Whereas, national financial markets have been severely and
adversely affected as the result of the events of September 11,
2001, and those events have affected the economy of the State; and

Whereas, events surrounding recent improprieties by major
publicly traded companies such as Enron have severely and
adversely affected national financial markets and those events
have affected the economy of the State; and

Whereas, as a result of these events, earnings on investment
vehicles of all types have been significantly reduced, and this

situation will continue to exist for the foreseeable future; and

Whereas, one financial investment vehicle essential to
citizens of this State is annuities; and
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COMMITTEE AMENDMENT "/}; to S.P. 121, L.D. 342

Whereas, the availability of annuity contracts providing
flexible considerations will become virtually nonexistent if the
laws of this State are not changed to reflect current market
conditions; and

Whereas, in the judgment of the Legislature, these facts
create an emergency within the meaning of the Constitution of
Maine and require the following legislation as immediately
necessary for the preservation of the public peace, health and
safety; now, therefore,

Be it enacted by the People of the State of Maine as follows:
Sec. 1. 24-A MRSA §2544, as enacted by PL 1979, c. 442, §4,

is amended to read:
§2544. Minimum values

The minimum values as specified in sections 2545 to 2548 and
section 2550 of any paid-up annuity, cash surrender or death
benefits available under an annuity contract skall must be based
upon minimum nonforfeiture amounts as defined in this section.

1. With--respeet—--to--eontraets--providing -for --£lerible
considerations,-the The minimum nonforfeiture amount at any time
at or prior to the commencement of any annuity payments shall
must be equal to an accumulation up to that time at a rate of
interest of--3%--per--year--of--pereentages rmi nder
subsection 1-A of the net considerations, as hereinafter defined,
paid prior to that time, decreased by the sum of:

A. Any prior withdrawals from or partial surrenders of the
contract accumulated at a rate of interest of-3%-per-year as

permitted under subgection 1-A; and

B. The amount of any indebtedness to the insurer on the
contract, including interest due and accrued ard-inereased
by--any--existing-additienal--amounts--eredited-by—-the -insurer
to-the-contraet~

. _An annual contr har £ lat rate
f inter i nder ion 1-A; and
D. An remi X id by the insurer for the ntrac
lated r f in ermitte nder

subsection 1-A.

The net considerations for a given contract year used to define
the minimum nonforfeiture amount shall must be an amount net-less
than--gero--and--shall-be equal to 87 1/2% of the cerrespending
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COMMITTEE AMENDMENT “f*" to S.P. 121, L.D. 342

gross considerations credited to the contract during that
contract year less--an--annual-contraet-charge--6f-$30-and -less-a
colleetion--charge —-of - $1+25--per--consideration --credited ~to--the
contraet--during--that--eontraet--year. The--pereentages—-of--net
eonsiderations—--shall-be--65%-o0f - the--net--consideration-for--the
first-contrack-year-ond 87- /2% of -the -pet -eonsiderations-fer-the
2ad-and--later -contract- years.-Notwithstanding - the- prowvisions -eof
the--preseding--sentenece,--the --percentage --shall - be--65%-ef--the
pertion- of--the -total-anet- consideration -fer-any--renewal -eontract
yvear--which--exceeds--by-not--more--than--2--times--the--sum--of--these
pertions--of--the-snet--considerations-in-all-prieor--conkract-yeasrs
for-which-the-percentage-was-65%«

1-A. The rate of interest used Qe;ermlnlng minimum

nonforfei e n mu rmin in rdan with the

followin r irement nd ifi in an ontrac rovidin

for recalculation of the rate of interest permitted under this
ion,

A. The rate of interest must be an annual rate of interest

determined as the lesser of 3% per annum and the 5-year
Con nt M ri Tr r R o r h Federal
Reserve rounded to the nearest 1/20th of 1% as of a date, or
ver ver erio ifi in the contract th is no
later than 15 month rior to th ntr issue t r the
r rmination r 12 i oints as lon
as the resulting rate of interest is not less than 1%.
B. T r f inter 1i for initial riod and
m re rmin for itional eri . Th
r mination i n ri if an m be
in_th ntr Th ig i he 4 r rage

over a specified period that produces the value of the
LLL.SQ_&_L__M_QQSJLY___M to be used at each

r min n .

c. Durin h ri rm th ntr rovides

s ntiv rtici ion in i indexed_ benefi th
ntr m incr he r ion i in raph A
itional 1 1 in refl value

f th i index nefit. Th resent wvalu the
ntr i n h r ermination date
hereafter £ th itional r ion may not ex d_ the
market galg of the benefit. The superintendent may reguire
emon ion th he pr val of the additional
r ion n b1 d th rk value of the benefit

and may disallow or 1limit the reduction if such a
demonstration is not acce .
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COMMITTEE AMENDMENT " /\' to S.P. 121, L.D. 342

D. The superintendent may adopt rules to implement this
subsection and to provide foxr further adjustments to the
minimum nonforfeiture amounts for contracts providing for
substantive participation in an equity indexed benefit and
for contracts for which the superintendent determines
adjustments are appropriate. Rules adopted pursuant to this
s ion are r ine technical rules as defined in Title
5 h r 37 ha r 2-A

2v--With-respect-to-contracte~providing--for--fixed-scheduled
eonsiderations,-minimum-nonforfeiture--amounts--shall -be-caleulated
on--the--assumptien--that--considerations--are--paid--annually--in
advanee--and --shall - be--defined--as--for-contracts--with--£lexibile
considerations-whieh-are-paid-annually-with-2-execeptionss

Av—--The - -portion -of--the--net--consideration -for--the--first
contraet- year--to--be -accumuliated- shadd- be -the -sum--0f--65%-0£
the-net--eonsideration--for--the -first--contract-year--plus-22
1/£2%-of -the - excess--of -the-net--consideration-for--the -£first
contraet-year--over--the -lesser-of-the-net eonsiderations-£for
the-2nd-and-3rd-eontraet-yearss-and

By--The-annual-contract charge--shall-bethe -lessero£-$30-0x
10%-ef-the-gross—annual-consideration~

35——-Wikth--respect--to - contractes - -providing ~--£or--a--single
eonsideration,-minifmum -nonforfeiture -amounts-shall-be--defined-as
for--econtraets--with--£flexible--considerations,--except-~that--the
pereentage--0f - net--econsideration--used--to--determine —-the--minimum
nonforfeiture--~amount---shall --he--egqual---£o---90%--and —-the --net
eonsideration--shall--be--the--gress—-consideration-less--a--contraet
eharge-o£-§756~

4, Notwithstanding this section, an insurer may elect to
apply provigsions of this section related to the rate of interest

ine minim nonforfei n rac
form is.

This su ction is r 1 2 ars from the effectiv e of
this subsection.

Emergency clause. In view of the emergency cited in the
preamble, this Act takes effect when approved.'

SUMMARY

This amendment replaces the bill. The amendment decreases
the rate-of-return requirements for annuity considerations from
3.0% to the 1lesser of 3% or an interest rate indexed to the
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COMMITTEE AMENDMENT "f1" to S.P. 121, L.D. 342

5-year Constant Maturity Treasury Rate of the Federal Reserve.
The amendment also permits an insurer to apply the interest rate
provision annuity contracts on a contract form basis until 2
years after the effective date of the provision. The amendment
also adds an emergency preamble and emergency clause.

FISCAL NOTE REQUIRED
(See attached)
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Revised: 04/22/03 ch
121st Maine Legislature '

Office of Fiscal and Program Review

LD 342
An Act to Amend the Law Relating to Annuities

LR 1256(02)
Fiscal Note for Bill as Amended by Committee Amendment '4'5— [ / t/
Committee: Insurance and Financial Services
Fiscal Note Required: Yes

Fiscal Note

Minor cost increase - General Fund

Fiscal Detail and Notes ‘
Any additional costs to the Department of Professional and Financial Regulation in implementing this bill can be
absorbed by the Department utilizing existing budgeted resources.
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