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Accompanying the third recommendation of the Commissioner of Insurance

(House, No. 73). Insurance.

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

An Act to permit life companies to do variable annuity

BUSINESS AND TO GRANT LIFE COMPANY POWERS TO VARIABLE
ANNUITY COMPANIES.

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

1 Section 1. Chapter 175 of the General Laws is hereby
2 amended by inserting after section 132 F the following sec-
-3 tion:-—
4 Section 132G. “Contract on a variable basis” for the
5 purpose of this section shall mean any contract, whether on
6 the group or individual basis, and any supplementary agree-
-7 ments relating thereto, issued by a life company providing for
8 the amount of benefits or other contractual payments or
9 values thereunder to vary, in whole or in part, so as to reflect
10 the investment results of a separate investment account or
11 accounts established under this section in which amounts
12 received in connection with any such contract have been
13 placed or, with the approval of the commissioner, to vary, in
l4 whole or in part, on some other basis fixed by the contract.

* 15 No “pension contract” as defined in section one hundred and
16 thirty-two F shall be deemed a “contract on a variable basis”
17 for the purpose of this section unless assigned by the life
18 company to a separate investment account established under
19 this section.
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20 Any life company may issue contracts on a variable basis
21 and, in connection with such contracts, may establish one or
22 more separate investment accounts, hereinafter called “sepa-
-23 rate accounts,” independent of its general investment ac-
-24 count. Ail amounts received by the life company which are
25 required by a contract on a variable basis to be applied to
26 provide variable benefits, payments or values thereunder
27 shall be placed in the appropriate separate account or ac-
28 counts, and the assets of any such separate account shall not
29 be chargeable with liabilities arising out of any other business
30 the life company may conduct. The income, if any, and gains
31 or losses, realized or unrealized, on each such separate ac-
32 count shall be credited to or charged against the amounts
33 placed in such account without regard to the other income,
34 gains or losses of the company. Amounts payable to the life
35 company under any contract on a variable basis may, with
36 the consent of the life company, be paid by transferring
37 investments to the life company.
38 Assets in any separate account established under this
39 section shall not be deemed to be part of the reserve
40 mentioned in section sixty-three and may be invested, wholly
41 or partly, in common stocks or in any other manner, subject
42 to the limitations prescribed by section sixty-six, and to the
43 additional limitation that not more than ten per cent of all
44 such separate account assets of any company shall be in
45 vested in the common stock of any corporation if, at the time
46 the investment is made, all such separate account asset
47 exceed two million dollars. Any common stock purchased for
48 any such separate account shall be common stock which is
49 listed or admitted to trading on a securities exchange located
50 in the United States or Canada or approved by the commis-
51 sioner or which is publicly traded in an over-the-counter
52 market approved by the commissioner and as to which
53 market quotations have been available.
54 No investment shall be transferred by sale or substitution
55 or otherwise between any separate account and the life
56 company’s general investment account, provided that the
57 commissioner may authorize such transfers in circumstances
58 where such transfers would not be inequitable. Except as
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59 otherwise provided in this section, assets in any separate
60 account shall be valued at their market value at the date as
61 of which valued in accordance with the terms of the appli-
62 cable contracts, or if there is no readily available market,
63 then in accordance with the terms of such contracts. Separate
64 account assets and liabilities shall be included in the annual
65 statement required by section twenty-five.
66 The life company’s reserve liability for contracts on a
67 variable basis shall be in accordance with actuarial proce-
68 dures which recognize the variable nature of the benefits,
69 payments or values to be provided. A contract on a variable
70 basis may provide for benefits payable in fixed amounts and
71 for values or funds guaranteed as to principal amount or
72 stated rate of interest; provided, that to the extent that the
73 life company’s reserve liability with respect to guaranteed
74 benefits, values or funds is maintained in any separate ac-
75 count, a portion of the assets of such separate account at least
76 equal to such reserve liability shall be invested in accordance
77 with the requirements applicable to the life company’s gen-
78 eral investment account, and shall be valued and computed
79 as provided in section twenty-five.
80 Any contract on a variable basis delivered or issued for
81 delivery in this commonwealth shall contain a statement of
82 the essential features of the procedure to be followed by the
83 life company in determining the amount of variable benefits,
84 payments or values thereunder. Any such contract, including
85 a group contract and any certificate issued thereunder, shall
86 state that the amount of variable benefits, payments or
87 values thereunder may decrease or increase according to such
88 procedure, and shall contain on its first page, in a prominent
89 position, a statement that the benefits, payments or values
90 thereunder are on a variable basis. Any such contract con-
91 taining such statements shall be deemed to contain a distinct
92 statement of the amount of benefits payable as required by
93 section one hundred and eighteen.
94 No contract on a variable basis shall be issued or delivered
95 in the commonwealth until a copy of the form thereof,
96 including, in the case of a contract on a group basis, the form
97 of any certificate evidencing variable benefits issued pursuant
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thereto, and any form of application for such contract, has
been on file for thirty days with the commissioner unless
before the expiration of such thirty days he shall have
approved in writing the form of the contract; nor if the
commissioner notifies the company in writing within said \
thirty days that in his opinion the form of the contract does
not comply with the laws of the commonwealth, specifying
his reasons therefor; provided that such action of the com-
missioner shall be subject to review by the supreme judicial
court. The provisions of sections one hundred and ninety-a
three F, one hundred and ninety-three G and one
and ninety-three H shall apply to forms of contracts on a
variable basis.

98
99

100
101
102
103
104
105
106
107
108
109
110

Notwithstanding any other provision of law, any domestic
life company which establishes one or more separate accounts
in connection with contracts on a variable basis may provide
to the holders of interests in any such separate account
voting rights with respect to the management of such sepa-
rate account and the investment of assets therein, may
establish for such separate account a committee, board or
other body the members of which (1) may be elected solely
by holders having such voting rights and (2) may or may
not be otherwise affiliated with such life company, and may
provide for compliance with any applicable state and federal
law, in order that contracts on a variable basis may be law-
fully sold or offered for sale.
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No domestic life company, and no other life company
admitted to transact business in this commonwealth, shall be
authorized to issue or deliver within this commonwealth any
contract on a variable basis until such company has satisfied
the commissioner that its condition and methods of operation
in connection with the issuance of such contracts will not be
such as would render its operation hazardous to the public or
its policyholders in this commonwealth. In determining thetll
qualification of a company requesting authority to deliver
such contracts within this commonwealth, the commissioner
shall consider, among other things:
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135 (1) The history and financial condition of the company;

(2) The character, responsibility and general fitness of the
officers and directors of the company; and

136
137



HOUSE No. 76.1968.] B

(3) In the case of a company other than a domestic
company, whether the regulation provided by its domiciliary
jurisdiction provides a degree of protection to policyholders
and the public which is substantially equal to that provided
by this section and the rules and regulations issued there-
under.
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The commissioner may issue such rules and regulations as
may be necessary to carry out the provisions of this section.
The provisions of chapter thirty A shall not be applicable to
such rules and regulations.
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Section 2. Section 1 of said chapter 175, as amended by
chapter 848 of the acts of 1963, is hereby further amended by
striking out the last paragraph and inserting in lieu thereof,
the following paragraph:—

1
9

3
4

Variable annuity contract, an annuity contract which
provides for benefits, payments or values in variable dollar
amounts in accordance with the provisions of section one
hundred and thirty-two F or section one hundred and thirty-
two G.
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Section 3. Said section 1 of said chapter 175 is hereby
further amended by striking out in the paragraph defining
“Company” every thing after the words “ninety-four A.”
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Section 4. Said chapter 175 is hereby further amended by
striking out section 3, as amended by chapter 848 of the acts
of 1963, and inserting in place thereof the following sec-
tion:—
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Section 3. No company shall make a contract of insurance
or an annuity or variable annuity contract upon or relative to
any property or interests or lives in the commonwealth, or
with any resident thereof, and no person shall negotiate,
solicit, sell or in any manner aid in the transaction of such
contracts, or of their continuance or renewal, except as
authorized by this chapter or chapter one hundred and
seventy-six or one hundred and seventy-eight, or except as
otherwise expressly authorized by law; and any such con-
tracts and the negotiation, solicitation, sale or transaction
thereof by any person shall not be subject to the provisions of
chapter one hundred and ten A.
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1 Section 5. Section 47 of said chapter 175, as amended by
2 chapter 848 of the acts of 1963, is hereby further amended by
3 striking out clause Eighteenth thereof.

1 Section 6. Section 48 of said chapter 175, as amended by
2 chapter 95 of the acts of 1966, is hereby further amended by
3 inserting the word: —or—before the words beginning “(e) to
4 transact .

. .” of the first paragraph thereof and by deleting
5 the material beginning with the words “or (/)

. .

.” of said
6 first paragraph.

1 Section 7. Said section 48 of said chapter 175 is hereby
2 further amended by striking out the paragraph beginning
3 with the words “Under the eighteenth clause ...”

1 Section 8. Said chapter 175, is hereby further amended by
2 striking out sections 488 and 48C thereof.

1 Section 9. Section 49 of chapter 175, as amended by
2 chapter 95 of the acts of 1966, is hereby further amended by
3 striking out in the second paragraph thereof everything after
4 the word “life” and by inserting in lieu thereof the phrase:—
5 or the words variable annuity life.
1 Section 10. Section 51 of said chapter 175, as amended by
2 chapter 676 of the acts of 1967, is hereby further amended by
3 striking out subparagraph (h) thereof.
1 Section 11. Section 61 of said chapter 175, as amended by
2 chapter 260 of the acts of 1965, is hereby further amended by
3 striking out the second sentence thereof.

1 Section 12. Section 63 of said chapter 175, as amended by
2 chapters 201 and 676 of the acts of 1967, is hereby further
3 amended by striking out, after the word “life” in line 10, as|(
4 appearing in the Tercentenary Edition, the words:—includ-
-5 ing a variable annuity insurance company,—and by striking
6 out after the word “company,” in line 11 as so appearing, the
7 words:-—including three fourths of the reserve of any variable
8 annuity company for fixed payment annuities permitted by
9 clause (h) of section fifty-one.
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1 Section 13. The first paragraph of section 66 of said
2 chapter 175, as amended by chapters 254, 419 and 530 of the
3 acts of 1967, is hereby further amended by striking out the
4 phrase “a variable annuity company or” as it appears in the
5 second sentence of said paragraph.

1 Section 14. Section 66C of said chapter 175, added by
2 section 2 of chapter 419 of the acts of 1967, is hereby
3 amended by deleting the phrase “or a variable annuity
4 company” as it appears in the first paragraph thereof and the
5 phrase “or variable annuity” wherever it appears in the fifth
6 paragraph thereof.

1 Section 15. Section 94 of said chapter 175, as amended by
2 chapter 51 of the acts of 1952, is hereby further amended by
3 adding to the first sentence, immediately after the words “in
4 the case of an annuity contract” the words:—other than a
5 variable annuity contract.

1 Section 16. Section 118 of said chapter 175, as amended
2 by chapter 167 of the acts of 1921, is hereby further amended
3 by adding the following paragraph at the end thereof:—
4 Any domestic stock company organized to make contracts
5 for the payment of variable annuities under chapter eight
6 hundred and forty-eight of the acts of nineteen hundred and
7 sixty-three shall be deemed to be a life company with power
8 to transact any one or more of the categories of business set
9 forth in the sixteenth clause of section forty-seven, as

10 amended, and the assets of any such company set aside for
11 such variable annuity contracts shall be deemed to be one or
12 more separate investment accounts, established under and
13 meeting the requirements of section one hundred and thirty-
-14 two G, and all policies and contracts hereafter issued and
15 insurance business hereafter transacted by any such company
16 shall be in accordance with the provisions of this chapter
17 applicable to life companies; but such provisions to the
18 contrary notwithstanding, any such company may carry out
19 in good faith any such variable annuity contract heretofore
20 issued by it and may retain its corporate name. The provi-
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■ ms21 sions of this paragraph shall apply notwithstanding any

22 inconsistent provision in the agreement of association or
23 charter of any such domestic stock company.

1 Section 17. Section 1328 of said chapter 175, added by
2 chapter 313 of the acts of 1945, is hereby amended by adding
3 at the end of provision numbered 4 the following sentence:—
4 A group annuity contract which is a variable annuity con-
-5 tract need not comply with the foregoing requirements pro-
-6 vided that such contract specifies, in a manner satisfactory to
7 the commissioner, the nature and the basis of the ascertain-
-8 ment of benefits to be paid to or in respect of an annuitant
9 who has contributed to the considerations or payments under

10 such a contract.

1 Section 18. Said chapter 175 is hereby further amended by
2 striking out section 1348 thereof.

1 Section 19. Section 144 of said chapter 175, as amended
2 by chapter 368 of the acts of 1961, is hereby further amended
3 by inserting after the phrase “and thirty-two A” at the end of
4 subdivision 11 thereof, the words;—or to individual variable
5 annuity contracts; provided, that such individual variable
6 annuity contracts specify, in a manner satisfactory to the
7 commissioner, the nature and the basis of the ascertainment
8 of the rights of an annuitant, in the event of the nonpayment
9 of any premium or consideration.


