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To accompany the petition of Richard C. Thornton, Jr., for legislation to permit
domestic life insurance companies to establish a separate asset account for the
funding of annuities and income payments under pension, profit sharing and re-
tirementplans and to regulate the investment of assets in such account. Insurance.

an Act permitting domestic life insurance companies to

ESTABLISH A SEPARATE ASSET ACCOUNT FOR THE FUNDING OF
ANNUITIES AND INCOME PAYMENTS UNDER PENSION, PROFIT
SHARING, AND RETIREMENT PLANS AND TO REGULATE THE INVEST-
MENT OF THE ASSETS IN SUCH ACCOUNT.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, as follows:

1 The General Laws are hereby amended by inserting after
2 section 132 E of chapter 175 the following new section;
3 Section 132F. 1. Any domestic life insurance company
4 may establish and operate a separate asset account, to be known
5 as a special funding account, for the purpose of funding certain
6 income or annuity payments as provided in this section.
7 Pursuant to agreement with any group annuity contract
8 holder, employer or trustee, all or any part of income or annuity
9 payments to be made under any group annuity contract or

10 individual policy or contract issued in connection with a pen-
-11 sion, profit sharing or retirement plan may be provided from the
12 assets in such account. Such income or annuity payments shall
13 include payments guaranteed as to amount and duration in
14 accordance with the benefit formula of the group annuity con-
-15 tract or individual policy or contract, and may include additional
16 non-guaranteed payments as provided in the group annuity
17 contract or individual policy or contract or as directed by the
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18 group annuity contract holder, employer or trustee. Such
19 agreements may provide for the payment to the group annuity
20 contract holder, employer or trustee of amounts in such account
21 which are in excess of those required to be maintained therein
22 under the provisions of this section.
23 Notwithstanding any requirements of this chapter to the
24 contrary, such agreements shall be part of the group annuity
25 contract or individual policy or contract, but shall not be re-
-26 quired to be expressed therein or attached thereto.
27 2. All monies to be paid into a special funding account in
28 accordance with the provisions of such agreement, on receipt
29 thereof, shall be placed in the special funding account, and all
30 liabilities on any such agreement with respect to amounts placed
31 in the special funding account shall be set up in such account.
32 3. Any domestic life insurance company which maintains a
33 special funding account shall invest amounts received or held
34 in connection with such special funding account in investments
35 specifically authorized under section sixty-three of the value,
36 as determined in accordance with paragraph five of this section,
37 of three quarters of the reserve liability of the income or annuity
38 payments guaranteed under such agreements from such account.
39 Such company may invest theremainder of such amounts wholly
40 or partly in common stocks or any other investments in which
41 a domestic life insurance company is authorized to invest its
42 assets.
43 Such insurance company may segregate such investments
44 together with income, gains and losses thereon by investments
45 specifically authorized under section sixty-three and by any
46 other class or classes of investments, as determined by such
47 company; and such company may allocate and apportion credits
48 or debits, as the case may be, in any such class or classes to
49 amounts received or held in such account for investment in such
50 class or classes pursuant to such agreements. Credits or debits,
51 as the case may be, in investments, income, gains and losses of
52 such account, or in any segregated class or classes thereof, shall
53 be allocated and apportioned to agreements in the manner
54 provided for in such agreements. The investments and other
55 assets of such account shall be and remain the sole property of
56 such insurance company which shall have the sole and absolute
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right to the control, management and disposition thereof. No
group annuity contract holder, employer, trustee or payee shall
have any equitable or legal title, right or interest in or to any
investment or other asset of such account nor any right or voice
in the control, management or disposition thereof, other than
as provided in sections ninety-four and one hundred thirty-two D.
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Assets placed in a special funding account pursuant to this
section which, as valued in accordance with the provisions of
paragraph five of this section, are in excess of three quarters
of the reserve liability of the income or annuity payments guar-
anteed under such agreements from such account shall not be
subject to the provisions of section sixty-three and shall not be
included in the reserve of a domestic life company for the pur-
pose of determining the portion required to be invested as pro-
vided in said section sixty-three. The amount invested by a
special funding account in the common stocks or shares of any
institution shall not exceed five per cent of the total assets of
such special funding account at the time of such investment;
provided, however, that this limitation shall not apply until the
total assets of such account exceed one million dollars.
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4. The assets and liabilities of such account shall be at all

times clearly identifiable and distinguishable from the other
assets and liabilities of the company. Nothing in this paragraph
shall be construed to prohibit any arrangement pertaining to the
financial experience of group annuity contracts or individual
policies or contracts whether or not issued in connection with
such special funding account including, but not limited to,
such matters as the handling of adverse mortality experience,
as the guarantee, stabilization or allocation of expenses, and

11

78

79
so
81
82
83
84
85

the accumulation and maintenance of adequate surplus.86

No sale, transfer or exchange of investments may be made
between a special funding account and any other investment
account of the company except as specifically provided in para-
graph six of this section.
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5. The valuation of assets in a special funding account shall
be determined in accordance with the rules prescribed by law
for the valuation of other assets of the company. Such valuation
shall be made as of the date required for the making of annual
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itemeu ts and reports of the company to the commissioner95
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of insurance and as of any other dates established from time t(

time by the company and prescribed by the commissioner o
insurance for the purpose of compliance with the requirement;
of paragraph six of this section.

6. In the event the credits allocated and apportioned in £

special funding account to such an agreement, after valuatior
of the assets in such account in accordance with the provisions
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107 equivalent to the credits apportioned and allocated in sucl

account to such agreement, after valuation of the assets ir108
such account at market value, and provide or purchase109

110 benefits from said general account in accordance with the regu

111 lar practice of the company; provided, however, the company
112 shall not be required to sell any assets which it may lawfully
113 hold in its general account but may transfer the same to sale
114 general account at the market value

7. No premium or other tax shall be payable in connectio115
with the transfer of monies or investments between a specif116
funding account and the gem117 funding account and the general account of a company

8. Any domestic stock life insurance company which main118
tains a special funding account may at the end of each calenda119
year withdraw from such account for the benefit of its stock120
holders an amount not to exceed the sum of (1) one quarte;121
of one per cent of the total assets of the account at the end o122
such year; and (2) an amount which when added to amount123
so withdrawn (other than pursuant to (1)) as to the four pre124

125 ceding calendar years does not exceed five per cent of th
aggregate of (a) gross income from investments and (b) th126
net of realized and unrealized profits and losses from inves127
ments from such five calendar years; and (3) other’ profits am128
losses of the account. Any amounts not withdrawn at th129
end of a calendar year may be withdrawn at any subsequen130
date.131


