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annuities (CDAs) and whether additional solvency and consumer protection standards are required. The 
Working Group submitted its report, findings and recommendations to the Committee at the 2013 Spring 
National Meeting. Among its findings, the Working Group found that: 1) CDAs do not easily fit into the category 
of fixed or variable annuity; 2) review of solvency and consumer protection standards are necessary; and 3) tools 
to assist states in reviewing CDA product filings and solvency oversight of CDAs should be established. The 
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The following interested parties participated: American Council of Life Insurers (ACLI); Center for Economic 
Justice (CEJ); American Academy of Actuaries (Academy); and Lewis & Ellis Inc. 

 
5. A General Description of the Due Process (e.g., exposure periods, public hearings or any other 

means by which widespread input from industry, consumers and legislators was solicited). 
 

The Working Group began working on the charge in open conference calls beginning in the spring of 2014. Draft 
recommendations were posted on the Working Group’s web page, and comments were solicited. Draft revisions 
to Model #805 were adopted by the Life Insurance and Annuities (A) Committee at the 2016 Fall National 
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PROJECT HISTORY - 2003 
 

STANDARD NONFORFEITURE LAW FOR INDIVIDUAL DEFERRED ANNUITIES (#805) 
 
1. What issues was the project intended to address? 

 
At the Executive Committee and Plenary Meeting in San Antonio, Texas, on February 8, 2002, the issue of the 
appropriate interest rate to incorporate into Section 4 of the Model was discussed. The following excerpt from 
the minutes summarizes that discussion: 

 
Commissioner Koken, vice chair of the Life Insurance and Annuities (A) Committee, stated that 
the A Committee has been reviewing the issue of the minimum nonforfeiture rate on annuities. 
It is currently 3%, which in the current economic climate means that companies may have to 
take some products off the market because they can’t invest at that rate, or there will be real 
solvency concerns. The recommendation from the A Committee is to support the industry in 
their efforts to go to the legislatures and ask for a reduction in the nonforfeiture rate to 1.5% 
and to give a charge to the Life and Health Actuarial Task Force to develop a long-term solution 
to this issue. The group believes that ultimately an indexed rate is the best response so that as 
the economy changes it will not be necessary to go back to the legislatures. 

 
The minutes of that meeting further show that the following motion was adopted: “Recommend that the states 
support a 1.5% nonforfeiture with a sunset of July 1, 2004 and a charge to develop an indexed rate.” In a 
subsequent discussion of the Task Force, the project was defined to include the following general scope (as 
captured in the Life and Health Actuarial Task Force minutes from March 14-15, 2002): 

 
William Schreiner (ACLI) reported that the ACLI has a committee studying this matter, and that 
the committee is looking for the Task Force’s input on areas to study. He said “it is fair that you 
will want to look at more than just the interest rate.” A lengthy, wide-ranging discussion ensued 
on how to proceed. Mr. Hartnedy summarized the discussion by saying that three potential 
areas of inquiry had been identified: 1) “You’ve got to carefully consider in the change of any 
minimum guarantees the surrender charge;” 2) “We’re very interested in a dynamic or, if you 
will, index rate”; and 3) “We want pros and cons as to impact on people in different 
circumstances by doing this.” Mr. Gorski suggested “maybe there is a need to think about 
disclosure at the same time.” Mr. Schreiner added that “all the elements of the (nonforfeiture) 
‘formula’ will be in play.” 

 
2. What states participated in drafting the model? 

 
The following states are currently members of the Task Force: New Mexico (Chair), Arkansas (Vice-Chair), 
California, Connecticut, Florida, Illinois, Minnesota, Nebraska, New York, Oklahoma, Pennsylvania, Texas, Utah, 
and Vermont. 

 
3. What general procedure was followed in drafting the model? What efforts were made to assure 

that all interested parties were provided an opportunity to comment during the drafting process? 
 

The efforts of the Task Force were closely coordinated with all industry interested parties. In addition to open 
sessions at the quarterly meetings of the NAIC, seven conference calls were held over the last year to discuss the 
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In a submission dated November 13, 2002, the ACLI modified its proposal as follows: “Index Basis: 3 Year 
Constant Maturity Treasury (monthly) rate – 
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acceptable to the commissioner, the commissioner may disallow or limit the additional 
reduction. 

 
The commissioner may adopt rules to implement the provisions of Section 4C and to 
provide for further adjustments to the calculation of minimum nonforfeiture amounts 
for contracts that provide substantive participation in an equity index benefit and for 
other contracts that the commissioner determines adjustments are justified. 

 
Several members of the Task Force expressed a desire that a model regulation be developed to assist 
the states in implementing this provision. 

 
5. What are the implications of this project for accreditation and codification? 

 
Since this project does not deal with solvency monitoring, there is no impact for accreditation and codification. 
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