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SENATE No. 414
By Mr. McKenna a petition of Denis L. McKenna for legislation relative to

separate accounts under pension contracts by life insurance companies. In-
surance.

Uittr (Cummmtuu'alth of ifflcuiaarbusctfH

In the Year One Thousand Nine Hundred and Sixty-Seven.

An Act relative to separate accounts under pension contracts
BY LIFE INSURANCE COMPANIES.

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

1 Section 3. Section 132 F of Chapter 175 of the General
2 Laws, as amended by Chapter 296 of the acts of 1965, is here-
-3 by amended by striking out the second and third paragraphs
4 and inserting in place thereof the following two paragraphs:
5 “Pension contracts” for the purpose of this section shall
6 mean life policies and annuity contracts, whether on the
7 group or individual basis, and any supplementary agreements
8 relating thereto, issued in connection with a pension, profit-
-9 sharing, or retirement plan which meets the requirements for

10 the tax treatment specified in sections 402(a), 402(c), 402(d),
11 [or] 403(a), or 403(b) of the Internal Revenue Code of 1954,
12 as such sections may at any time be in force; and shall in-
-13 elude such contracts assigned wholly or in part to any separate
14 account after their dates of issue, and agreements reinsuring
15 pension contracts issued by other insurers or reinsuring re-
-16 tirement systems established by law.
17 Pension contracts shall provide for the payment of a periodic
18 retirement benefit payable in fixed dollar amounts [which is
19 guaranteed as to amount and duration]; provided, however,
20 pension contracts on the group basis may [also] provide for
21 the payment of a [an additional] periodic retirement benefit
22 payable in variable dollar amounts which [is not guaranted
23 as to amount or duration but such additional benefit] may
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24 [shall not] vary in amount in direct proportion to the invest-
-25 ment results of any or all investments in any separate account
26 to which any such pension contract [it] has been assigned in
27 whole or in part, or may vary on some other basis fixed by
28 the contract, [and, with respect to any retiring individual,
29 shall not exceed at retirement an amount equal to the guaran-
-30 teed benefit]. Any group pension contract delivered in this
31 commonwealth providing for the payment of a retirement
32 benefit in variable dollar amounts shall contain a statement of
33 the essential features of the procedure to be followed by the
34 life company in determining the dollar amount of such vari-
-35 able benefits. Any such group pension contract and any
36 group certificate issued thereunder shall state that the dollar
37 amount of such variable benefits may decrease or increase
38 and shall contain on its first page, in a prominent position, a
39 statement that the benefits thereunder are on a variable basis.

1 Section 2. Said section 132 F is hereby further amended
2 by striking out the sixth paragraph and inserting in place
3 thereof the following paragraph:
4 To the extent that the life company’s reserve liability under
5 a pension contract with respect to benefits payable in fixed
6 dollar amounts guaranteed as to amount and duration and
7 with respect to funds guaranteed as to principal amount or
8 stated rate of interest is maintained in any separate account,
9 the portion of the assets of such separate account which is

10 allocated to the funding agreement with respect to such pen-
-11 sion contract shall be invested in accordance with the require-
-12 ments applicable to the life company’s general investment
13 account, and shall be valued and computed as provided in
14 section twenty-five.

1 Section 3. Said section 132 F is hereby further amended
2 by adding the following three paragraphs:
3 The life company’s reserve liability under group pension
4 contracts providing for the payment of benefits in variable
5 dollar amounts shall be computed in accordance with actuarial
6 procedures which recognize the variable nature of the benefits
7 to be provided.
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8 No domestic life company, and no other life company ad-
-9 mitted to transact business in this commonwealth, shall be

10 authorized to deliver within this commonwealth any group
11 pension contract providing benefits in variable dollar amounts
12 until said company has satisfied the commissioner that its
13 condition or methods of operation in connection with the is-
14 suance of such contracts will not be such as would render its
15 operation hazardous to the public or its policyholders in this
16 commonwealth. In determining the qualification of a com-
17 pany requesting authority to deliver such contracts within
18 this commonwealth, the commissioner shall consider, among
19 other things,
20 (1) The history and financial condition of the company;
21 (2) The character, responsibility and general fitness of the
22 officers and directors of the company; and
23 (3) In the case of a company other than a domestic com-
24 pany, whether the regulation provided by its domicili-
25 ary jurisdiction provides a degree of protection to policy-
26 holders and the public which is substantially equal to
27 that provided by this section and the rules and regula-
28 tions issued thereunder.
29 The commissioner may, from time to time, issue such
30 reasonable rules and regulations, not inconsistent with the
31 provisions of this chapter, as may be appropriate to carry
32 out the provisions of this section.




