§ 4223. Standard nonforfeiture law for annuities. (a) (1) In the case
of contracts issued on or after the operative date of this section, no
contract of annuity, except as provided in subsection (b) of this
section, shall be delivered or issued for delivery in this state unless
it contains in substance the foll ow ng provisions, or corresponding
provisions that in the opinion of the superintendent are at |east as
favorable to the contract hol der, upon cessation of paynent of
consi derations under the contract.

(A) That upon cessation of paynent of considerations under a contract,
the conpany will grant a paid-up annuity benefit on a plan stipulated in
the contract of such value as is specified in subsections (d), (f), (9)
and (i) of this section.

(B) If a contract provides for a full or partial |unp sumsettl enent
at maturity, or at any other time, that upon full or partial surrender
of the contract at the conmmencenent of any annuity paynents or prior
thereto at tinmes specified in the contract (which shall not be | ess
frequently than once every ten years after the issuance of the
contract), the conpany will pay in lieu of any paid-up annuity benefit a
cash surrender benefit (for the portion of the contract surrendered, if
the contract permts partial surrenders) in an anount neeting the
requi renents of paragraph one of subsection (e) of this section. The
contract may provide for a cash surrender benefit on any other date or
dates neeting the requirenents of paragraph one or two of subsection (e)
of this section. The conpany shall reserve the right to defer the
paynment of such cash surrender benefit for a period of six nonths after
demand therefor with surrender of the contract. This subparagraph shal
not apply to any contract qualified for special tax treatnent under
subsection (b) of section four hundred three of the Internal Revenue
Code to the extent such application would prevent such qualification.

(C A statenment of the nortality table, if any, and interest rates
used in cal culating any m nimum pai d-up annuity during the period it is
guar ant eed, and any cash surrender or death benefits that are guaranteed
under the contract, and any times at which such guaranteed benefits are
payabl e, together with sufficient information to determ ne the anounts
of such benefits and, if the contract provides for the determ nation of
any cash surrender value in accordance with a market-val ue adj ust nent
formul a aut hori zed by paragraph two of subsection (e) of this section, a



brief description of the formula and the circunstances in which it is
applied, together with a statenent that a detail ed description has been
filed with the superintendent.

(D) A statenent that any paid-up annuity, cash surrender or death
benefits that may be avail abl e under the contract are not |less than the
m ni nrum benefits required by any statute of the state in which the
contract is delivered and an expl anation of the manner in which such
benefits are altered by the existence of any additional anounts credited
by the conpany to the contract, any indebtedness to the conpany on the
contract or any prior withdrawals fromor partial surrenders of the
contract.

(E) (i) Except as provided in item(ii) of this subparagraph, a
statenent that the annuity benefits at the tine of their comencenent
will not be less than those that woul d be provided by the application of
an amount, hereinafter defined, to purchase any single consideration
i mmedi ate annuity contract offered by the conpany at the tine to the
sanme class of annuitants. For contracts that provide cash surrender
benefits, such anpbunt shall be the greater of the cash surrender benefit
or ninety-five percent of what the cash surrender benefit would be if
there were no withdrawal charge. For contracts that do not provide cash
surrender benefits, such anmount shall be the present val ue of the
pai d-up annuity benefit provided under the contract in accordance with
subsection (d) of this section.

(ii) For paid-up deferred annuity contracts in which each
consideration paid into the contract purchases guaranteed pai d-up
annuity benefits determned at the tinme the consideration is paid, a
statenent that the annuity benefits at the tine each consideration is
paid will not be | ess than those that would be provided by the
application of the consideration to current purchase rates for new sal es
of such contract or any conparabl e paid-up deferred annuity contract
of fered by the conpany at that tinme to the sane class of annuitants. For
pur poses of this item dividends applied to purchase pai d-up additions
to the contract shall be treated as considerations paid into the
contract.

(iii) The statenments set forth initens (i) and (ii) of this
subpar agraph shall not affect the anmount of any benefits required to be
provi ded under any other provision of this section.



(2) Notwithstanding the requirenents of this subsection, any deferred
annuity contract may provide that if no considerations have been
recei ved under a contract for a period of three full years and either
(A) the actual accumrul ati on anbunt as herei nafter defined would be | ess
than five thousand dollars or the dollar Iimt established pursuant to
subpar agraph A of paragraph 11 of subsection (a) of section four hundred
el even of the internal revenue code of 1986, as anended, or (B) the
portion of the paid-up annuity benefit at maturity on the plan
stipulated in the contract arising fromconsiderations paid prior to
such period would be | ess than twenty dollars nonthly, calculated on the
basis of the nortality table, if any, and the interest rate, if any,
specified in the contract for determ ning the paid-up annuity benefits,
the conpany nmay at its option term nate such contract by paynment of the
actual accumul ati on anount and by such paynent shall be relieved of any
further obligation under such contract.

(b) (1) This section shall not apply to any:

(A) Rei nsurance.

(B) Group annuity contract purchased in connection with one or nore
retirement plans or plans of deferred conpensation established or
mai nt ai ned by or for one or nore enployers (including partnerships or
sol e proprietorships), enployee organizations, or any conbination
t hereof , except as otherw se provided in this subsection.

(C© Prem um deposit fund.

(D) Variable annuity.

(E) Inmediate annuity.

(F) Deferred annuity contract or group annuity certificate after
annuity payments have comenced.

(G Reversionary annuity.

(H) Contract delivered outside this state through an agent or other
representative of the conpany issuing the contract or through a broker,
except as otherw se provided in this subsection.

(2) This section shall apply to any certificate issued, or issued for
delivery, under a group annuity contract (other than a group annuity
contract issued to an enployee benefit plan within the nmeaning of the
federal enployee retirenent incone security act of 1974, 29 U S.C 81001
et seq.) to a person solicited for the sale of such certificate in this
state if:



(A) such certificate provides benefits under an individual retirenent
account or is issued as an individual retirement annuity, both as
defined in section four hundred eight of the Internal Revenue Code,
except for a sinplified enployee pension as defined in subsection (k) of
section four hundred ei ght of such code; or

(B) such certificate is issued as an annuity contract in accordance
Wi th subsection (b) of section four hundred three of such code under a
program for the purchase of such annuity contract where the paynents are
derived wholly froma salary reduction agreenent or an agreenent to
forego an increase in salary; or

(C the benefits provided under such group annuity contract are
derived wholly fromfunds contri buted by the persons covered thereunder.

(c) (1) Except as provided in paragraph four of this subsection, the
m ni nrum val ues as specified in subsections (d), (e), (f), (g) and (i) of
this section of any paid-up annuity, cash surrender or death benefits
attributable to any account subject to this section under an annuity
contract shall be based (except as provided in subsection (e) of this
section with respect to the use of a market-val ue adjustnent formnula)
upon the actual accunul ati on anmount conputed as provided in this
subsection. For contracts that provide a cash surrender benefit prior to
t he conmencenent of annuity paynents, the death benefit attributable to
any account, other than an equity index account, shall not be |ess than
t he actual accunul ati on anmount, as defined in paragraph two of this
subsection, and the death benefit attributable to an equity index
account shall not be |less than the value of the equity index account, as
defined in paragraph four of this subsection.

(2) The "actual accunul ation amount™ with respect to an account other
than an equity index account at any time at or prior to the comencenent
of any annuity paynents is:

(A) the net considerations credited to such account; ninus

(B) premiumtaxes and prem um charges attributable to the account;
pl us

(C interest (which shall not be less in any year than the m ni num
annual effective rate of interest as specified in subparagraph (F) of
this paragraph applied to the sumof the actual accunul ati on anmount and
t he amount of any indebtedness to the conpany on the contract
attributable to the account), additional anmounts and divi dends, credited



by the conpany to the account; m nus

(D) administrative charges (which shall not exceed fifty dollars per
year per contract); m nus

(E) the sumof (i) the anmpunt appropriate according to the terns of
the contract to reflect transfers to other accounts, any prior
wi t hdrawal s fromor partial surrenders of the account and (ii) the
anount of any indebtedness to the conpany attributable to such account,

i ncluding interest due and accrued.

(F) the mnimum annual effective rate of interest shall be the |esser
of three percent and the foll ow ng:

(i) the five-year constant nmaturity treasury rate reported by the
federal reserve as of a date, or average over a period, within the
fifteen nonths prior to the contract issue or redeterm nation date
rounded to the nearest one-twentieth of one percent;

(ii) reduced by one hundred twenty-five basis points; and

(iii) where the resulting mninmum guaranteed interest rate is not |ess
t han one percent. The m ni num annual effective rate of interest at issue
shall be specified in the contract. The basis and cal cul ation for
setting the m nimum annual effective rate of interest at issue of a
contract shall be filed with the superintendent. If the contract
provi des that the m ni num annual effective rate of interest may be
redeterm ned, the redeterm nation date, basis, calculation and period
shall be stated in the contract. The basis is the date or average over a
speci fied period that produces the values of the five-year constant
maturity treasury rate to be used at each redeterm nation date or at
i ssue.

(3)(A) "Net considerations" nmeans the gross considerations credited to
t he account (including transfers from other accounts under the contract)
| ess contract charges allocated to the account, but net considerations
shall not, for any contract year for any account, be | ess than zero.

(B) "Contract charges" neans the fixed dollar charges provided for in
the contract (subject to any maximumlimt based on the anobunt of annual
considerations credited to the contract) but shall not exceed fifty
dollars in any year.

(C "Prem um charge percentage" neans a charge provided for in the
contract based on a percentage of net considerations credited to the
contract but shall not exceed (i) ten percent of any net consideration



so credited if the contract does not contain a narket-val ue adj ust nent
formula or (ii) seven percent of any net consideration so credited if
the contract contains a market-val ue adj ustnent formul a.

(D) "Prem um specific" when applied to a contract neans that each net
consideration credited to the contract is associated with a portion of
t he actual accunul ati on amount under the contract and of the anount of
any i ndebt edness under the contract to the conpany and that a separate
wi t hdrawal charge percentage is applicable to each such portion.

(4)(A) The m nimum val ues as specified in subsections (d), (e), (f),
(g) and (i) of this section of any paid-up annuity, cash surrender or
deat h benefits avail abl e under an equity index account in an annuity
contract shall be based upon the greater of the m ni mum accunul ati on
value and the equity index value, as defined in this paragraph, provided
t hat :

(i) at | east once every ten years the m ni num accumrul ati on val ue and
the equity index value will be reset to equal the greater of the two
val ues; and

(ii) the value of an equity index account during any contract year nay
not be less than the value of the equity index account at the start of
the contract year plus net considerations credited to the equity index
account during the contract year |less transfers, wthdrawal s and
surrenders fromthe equity index account during the contract year.

(iii) if an amount is withdrawn fromthe equity index account, the
greater of the m ninmum accunul ati on value and the equity index val ue
shall not be reduced by nore than the anmount w t hdrawn. The | esser of
the two val ues shall not be reduced by nore than the anount w thdrawn
multiplied by the ratio of the | esser of the two values to the greater
of the two val ues.

(B) The m ni mum accunul ati on value for an equity index account shal
equal the actual accunul ation amount, as defined in paragraph two of
this subsection, with the foll ow ng adjustnents:

(i) the anpbunts added pursuant to subparagraph (C) of paragraph two of
this subsection shall not include any additional anounts, but shal
i nclude the anounts, if any, credited to the m ni mum accunul ati on val ue
when val ues are reset in accordance with item (i) of subparagraph (A) of
t hi s paragraph; and

(ii) the reduction described in item (ii) of subparagraph (F) of



par agraph two of this subsection nay be increased by not nore than one
percent upon denonstration satisfactory to the superintendent that the
present val ue of the additional reduction does not exceed the market

val ue of the benefit at the contract issue date, and, if applicable, at
each date thereafter that the guaranteed interest rate, or equity index
formul a, can be changed.

(C The equity index value shall equal the actual accunul ati on anount
as defined in paragraph two of this subsection, with the foll ow ng
adj ust nent s:

(i) the anpbunts added pursuant to subparagraph (C) of paragraph two of
this subsection shall not include any interest; but shall include the
anounts, if any, credited based on an equity index fornula and the
anounts, if any, credited to the equity index val ue when val ues are
reset in accordance with item (i) of subparagraph (A) of this paragraph;

(ii) the amounts credited to the equity index val ue shall be based
upon an equity index fornmula specified in the contract neeting the
requi renents of subparagraph (D) of this paragraph; and

(iii) the equity index value at the end of any contract year may not
be less than the equity index value at the start of the contract year
pl us net considerations credited to the equity index account during the
contract year |less transfers, withdrawals and surrenders fromthe equity
i ndex account during the contract year.

(D) The equity index formula shall be based on:

(i) a percentage change in an equity index;

(ii) guaranteed factors, such as participation rates, margins, caps
and floors that adjust the percentage change in the equity index or
where such factors are not guaranteed but subject to change after
contract issue and:

(1) such changes occur not nore frequently than annually;

(I'l) such changes are Iimted by guaranteed factors stated in the
contract; and

(I'1l) the use of factors other than the guaranteed factors stated in
the contract are considered additional amounts within the neani ng of
subsection (a) of section four thousand two hundred thirty-two of this
article.

(iii) be applied not nore frequently than nonthly nor |ess frequently
t han annual ly; and



(iv) use the equity index value as the base to which the percentage
change in the equity index as nodified by factors in the fornmula is
appl i ed.

(v) in the absence of withdrawal s and net considerations, not result
in a percentage change in the equity index value over a contract year of
| ess than the percentage change in the equity index as adjusted and
applied by the terns of the contract.

(E) The contract shall descri be:

(i) the equity index used in the fornmula, including any alternative
i ndex should the equity index no | onger be publicly avail abl e;

(ii) the period of tinme over which the percentage change in the index
i s cal cul at ed;

(iii) any initial participation rate, margin, cap, floor or other
factor used to adjust the percentage change in the equity index, the
period or periods of time for which such factor is applicable and if the
factor is subject to change after the contract is issued, the maximum or
m ni rum as applicable for such factor over the contract's lifetine and
the procedures for determ ning and discl osing any change in such factor;
and

(iv) the application of the equity index fornula.

(d) Any paid-up annuity benefit avail abl e under a contract shall be
such that its present value on the date annuity paynents are to commence
is at | east equal to the actual accumnul ati on anbunt on that date. Such
present val ue shall be conputed using the nortality table, if any, and
the interest rate, if any, specified in the contract for determ ning any
m ni nrum pai d-up annuity benefits guaranteed in the contract.

(e) (1) A cash surrender benefit that neets the requirenments of this
par agraph shall not be |less than the excess of (i) the actual
accurul ati on anount over (ii) the withdrawal charge percentage tines the
sum of (I) the actual accumnul ation anount and (I11) the anount of any
i ndebt edness under the contract to the company. Subject to the foregoing
sentence and section four thousand two hundred thirty-two of this
article, such benefit may be deternmined in any nanner established
pursuant to authority granted by the board of directors of the conpany
or a commttee thereof (including any formula that takes into account
changes in interest rates of publicly-traded obligations or other
i nvest ment s).



(2) A cash surrender benefit that neets the requirenents of this
par agr aph shall not be less than the excess of (i) the actual
accurul ati on anount, as adjusted by a narket-val ue adjustnment fornula,
over, if the contract is not premiumspecific, (ii) the w thdrawal
charge percentage tinmes the sumof (1) the actual accunul ati on anount,
as adjusted by such market-val ue adjustnent fornmula and (l11) the anount
of any i ndebtedness under the contract to the conpany or, if the
contract is premumspecific, (iii) the aggregate of such w thdrawal
charge percentage under the contract tinmes the sumof (1) the
correspondi ng portion of the actual accumul ati on anount, as adjusted by
such mar ket -val ue adjustnment fornula, and (I1) the correspondi ng portion
of the anount of any indebtedness under the contract to the conpany.

(3) (A If the cash surrender benefit is conputed on the basis of the
actual accumul ati on anpbunt w t hout adjustnment by a narket-val ue
adj ustnment fornula and the contract does not include an equity index
account, "w thdrawal charge percentage" neans a percentage not greater
than ten percent |ess the prem um charge percentage, if any, provided
for under the contract.

(B) If the contract has an equity index account, "w thdrawal charge
percent age" for such account neans the percentage provided in
subpar agraph (A) of this paragraph reduced by one percent for each year
begi nning after the third year the contract has been in force and
further reduced to zero after the tenth year the contract has been in
force.

(4) If the cash surrender benefit is conputed on the basis of the
actual accumul ati on anount adjusted by a market val ue adj ust nent
formula, "withdrawal charge percentage"” nmeans a percentage not greater
t han seven percent reduced by one percent for each year the contract has
been in force or, if the contract is prem umspecific, for each year
after the net consideration associated with such withdrawal charge
percentage was credited to the contract and | ess the prem um charge
percentage, if any, provided in the contract (but not |ess than zero).
After any period during which interest was credited to the contract at a
specified rate and the conpany, pursuant to the contract, set a new
specified rate and a new period during which such rate is to be so
credited, the withdrawal charge percentage for such new period shall be
a percentage not in excess of the greater of (A) any remaining



wi t hdrawal charge percentage at the beginning of the new period and (B)
the lesser of (i) five percent and (ii) one percent tines the nunber of
years in such new period, reduced (but not bel ow zero) by one percent
for each year the contract remains in force during such period,

provi ded, however, that the w thdrawal charge percentage for such new
period shall be zero unless the contract provides for a date, within
thirty days of the |ast day of such new period, on which the contract
may be surrendered for a cash surrender benefit determ ned w thout the
use of a nmarket-val ue adjustment fornula.

(5) "Market-val ue adjustnment formula” neans a fornula which is
described in the contract for increasing and decreasi ng the actual
accurrul ati on anount in order to determ ne cash surrender val ues payabl e
i n accordance with subparagraph (B) of paragraph one of subsection (a)
of this section and which takes into account (i) changes in interest
rates on publicly-traded obligations or other investnments or in interest
rates provided in, or declared pursuant to, contracts of the same class
as the contract being surrendered and (ii) the length of tinme between
the date on which the contract is surrendered and the next date on which
the contract woul d have provi ded cash surrender benefits determ ned
wi t hout the use of any market-val ue adjustnent fornula. The
superintendent may promnul gate reasonabl e regul ations to define
perm ssi bl e forns of market-val ue adjustnent formnul ae.

(f) For contracts which do not provide cash surrender benefits, the
present val ue of any paid-up annuity benefit avail able as a
nonforfeiture option at any time prior to maturity shall not be | ess
than the greater of (1) the sumfor each account other than an equity
i ndex account of the actual accurnul ation anount as defined in paragraph
two of subsection (c) of this section plus the sumfor each equity index
account of the value of the equity index account as defined in paragraph
four of subsection (c) of this section and (2) the present val ue of that
portion of the maturity value of the annuity benefit provided at
maturity under the contract arising fromconsiderations paid prior to
the tine the contract is surrendered in exchange for, or changed to, a
deferred pai d-up annuity, such present value being cal culated for the
period prior to the maturity date on the basis of the guaranteed
interest rate specified in the contract for determning the maturity
val ue of the annuity benefit provided at maturity, but not |ess than the



accurul ation interest rate as defined in subsection (c) of this section,
and increased by any existing additional anmounts and divi dends credited
by the conpany to the contract. For contracts which do not provide any
death benefits prior to the comrencenent of any annuity paynents, such
present val ues shall be cal cul ated on the basis of such interest rate
and the nortality table specified in the contract for determ ning the
maturity val ue of the paid-up annuity benefit, increased by any
addi ti onal anounts and dividends credited by the conpany to the
contract.

(g) For the purpose of determ ning the benefits cal cul ated under
subsections (e) and (f) of this section, in the case of annuity
contracts under which an election nay be nade to have annuity paynents
commence at optional maturity dates, the maturity date shall be deened
to be the latest date for which election shall be permtted by the
contract, but shall not be deened to be later than the anniversary of
the contract next following the annuitant's seventieth birthday or the
tenth anniversary of the contract, whichever is |ater.

(h) If the contract fails at any time prior to the commencenent of
annuity paynments to provide cash surrender benefits or to provide death
benefits at |east equal to the actual accunul ation amount, it shal
contain a statenent in a prom nent place that such benefits are not
provi ded.

(i) Any paid-up annuity, cash surrender or death benefits avail abl e at
any tinme other than on the contract anniversary under any contract with
fi xed schedul ed consi derations shall be calculated with all owance for
the | apse of tine and the paynent of any schedul ed considerati ons beyond
t he begi nning of the contract year in which cessation of paynent of
consi derations under the contract occurs.

(j) For any contract which provides, within the sanme contract by rider
or supplenmental contract provision, both annuity benefits and life
i nsurance benefits that are in excess of the greater of cash surrender
benefits or a return of the gross considerations with interest, the
m ni rum nonforfeiture benefits shall be equal to the sumof the m ninum
nonforfeiture benefits for the annuity portion and the m ni num
nonforfeiture benefits, if any, for the life insurance portion conputed
as if each portion were a separate contract. Notwi thstanding the
provi si ons of subsections (d), (e), (f), (g) and (i) of this section,



addi ti onal benefits payable in the event of total and permanent
disability, as reversionary annuity or deferred reversionary annuity
benefits, or as other policy benefits additional to life insurance,
endownent and annuity benefits, and considerations for all such
addi ti onal benefits, shall be disregarded in ascertaining the
accumrul ati on anounts, and the paid-up annuity, cash surrender and death
benefits, that nmay be required by this section. The inclusion of such
addi ti onal benefits shall not be required in any paid-up benefits,

unl ess such additional benefits separately would require m ni mum pai d-up
annuity, cash surrender or death benefits.

(k) (1) At least once in each contract year, the conpany shall mail to
each hol der of a contract subject to this section under which benefit
paynments have not yet comnmenced a statenment as of a date during such
year as to any paid-up annuity benefit or the amount avail abl e under
each account to provide a paid-up annuity benefit, any cash surrender
benefit and any death benefit, under the contract. If the m ni num annual
effective rate of interest is subject to redeterm nation, then the
statenent shall include the current m ni nrum annual effective rate of
i nterest and the next redeterm nation date. For contracts containing an
equity index account, the statenment shall identify the mninmm
accurul ati on value, the equity index value, any changes in the
participation rate, margin, cap, floor or other factor used in the
equity index formula. The statenment shall be addressed to the | ast
post-office address of the contracthol der known to the conpany.

(2) This subsection shall not apply to any contract providing for a
single consideration if the paid-up annuity benefits, any cash surrender
benefits and any death benefits under the contract are identical in
anount to those specified at issue.

(1) The operative date of this section shall be:

(1) as to a conpany which filed with the superintendent a witten
notice of its election to conply with this section after a specified
date before January first, nineteen hundred ei ghty-one, such specified
date; and

(2) as to a conpany which made no such el ection, January first,
ni net een hundred ei ghty-one.



