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TRANSMITTAL SHEET FOR
NOTICE OF INTENDED ACTION

Control 482 Department or Agency _Department of Insurance*

Rule No, Chapter 482-1-129

Rule Title; Annuity Disclosure

New X___Amend Repeal Adopt by Reference

Would the absence of the proposed rule significant]y harm or endanger the .
public health, welfare, or safety? NA*

Is there a reasonable relationship between the state's police power and the
protection of the public health, safety, or welfare? NIA*

1s there anther, less restrictive method of regulation available that could
adequately protect the public? N/A¥

Does the proposed rule have the effect of directly or indirectly increasing the
costs of any goods or services invalved and, if so, to what degree? N/A*

Is the increase in costs, if any, more harmful to the public than the harm that
might result from the absence of the proposed rule? N/A*

Are all facets of the rulemaking precess designed solely for the purpose of, and
so they have, as their primary effect, the protection of the public? N/A®
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Does the proposed rule have an economic impact? NIA*

If the proposed rule has an economic impact, the proposed rule is required to be accompanied by a fiscal
nete prepared in accordance with subsection (f) of Section 41-22-23, Code of Alabama 19735,
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Certification of Authorized Official

1 certify that the attached proposed rule has been proposed in full compliance with the requirements of
Sections 27-2-17 and 27-7-43, Code of Alabama 1975, and that it complies with all applicable filing
requirements of the Alabama lnsulancc Code,*

Signature of certifying officer Qm % /69 ]><

Jim V(ldhng
Contnissioner of Insurance

Date: _June 17, 2014

*Note:  The Alabama Deporiment of Insurance is exempt from the Alabama Ac!m:msl: ative Procedures
Act pursuant to Section 41-22-2(2), Code of Alabama 1975,
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11/96
Alabama Department of Insurance
NOTICE OF INTENDED ACTION
AGENCY NAME: Alabama Department of Insurance

RULE NO. & TITLE: Chapter 482-1-129: Annuity Disclosure.

INTENDED ACTION: Amend chapter.

SUBSTANCE OF PROPOSED ACTION: The Commissioner of
Insurance is proposing to meke various minor changes to the regulation
to incorporate the 2011 changes made in the NAIC’s Annuity Disclosure
Model Regulation.

TIME, PLACE, MANNER OF PRESENTING VIEWS: Interested
persons may submit data, views, or arguments in writing at any time
prior to the date stated below to the Alabama Department of Insurance,
Attention: Legal Division, Post Office Box 303351, Montgomery, Alabama
36130-3351, or orally by appearing at the public hearing, Suite 502, RSA
Tower, 201 Monroe Street, Montgomery, Alabama, beginning at 10:00
AM, August 6, 2014.

FINAL DATE FOR COMMENT AND COMPLETION OF NOTICE:
August 6, 2014

CONTACT PERSON AT AGENCY. Reyn Norman
General Counsel

Ny P

L. Ridling Q/
ommissioner of Insur
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4B2-1-129-.01 Authority. This chapter ls isoued bosed upen—the authoxity

grarked—the—oomntssioner adopted under the authority eof Sectioms 27-2-17, 27-

15-1 et seq., and 27-12-1 et seg., Code of Alabama 1975.

Buthor: Commissioner of Insurance
Statutory Authority: Code of Alabama 1875, §§ 27-2-17, 27-15-1 et seqg. and
27=-12-1 et seq.
History: Wew September 23, 2003, Effective October 11, 2003; Revised
, 2014, Effective ; 2014

482~1~129~.02 Purposa. The purpose of this chapter is to provide

standards for the disclosure of certain minimum information aboub annuity
contracts to protect consumers and foster consumer education. The chapter
specifies the minimum information which must be disclosed, asd the method

for diseclosing it and the use snd content of illustrations, 1f used, in

connection with the sale of annuity contracts. The goal of this chapter is
to ensure that purchasers of annulty contracts understand certain basic

features of annuity contracts.

Author: Commissioner of Insurance
Statutory Authority: Code of Alabanma 1275, 8§ 27-2-17, 27-15-1 et seq. and
27-12-1 et seq.
History: New September 23, 2003, Effective October 11, 2003; Revised
, 2014, Effective , 2014

482-1-129~-.03 Applicability and Scope. This chapter applies to all group

and individual asnnuilty contracts and certificates except:

(1) Reg - . : . e ]

regiptered-productas

%2% (1) Immediate and deferred annuities that contaln no non-

guaranteed elementsy.

Page 2
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433 (2){a) Annuities used to fund any of the following:

1. An employee pension plan which is covered by the Employee

Retirement Income Security Act (ERISA}+.

2, A plan desgribed by Sectlons 40i{a), 401(k) or 403{b) of the
Internal Revenue Code, where the plan, for purposes of ERIBA, ls

established or maintained by an emplovers.

3. A governmental or church plan defined in Section 414 or a
deferred compensation plan of a state or local government or a tax exempt

organlzation under Section 457 of the Internal Revenue Codej—es.

4. B nongualified deferred compensation arrangement established or

maintained by an employer or plan sponsor.

(b) NWotwithstanding Paragraph (a), the chapter shall apply to
annuities used to fund a plan or arrangement that is funded solely by
contributions an emplovee elects to make whether on a pre-tax or after-taz
basis, and wherse the insurance company has been notified that plan
participan£s may choose from among two (2) or more fixed annulty providers
and there is a direct solicitaticn of an individual employee by a producsr
for the purchase of an annuity contract. As used in this subsection,
direct solicitaticn shall not include any meeting held by a producer solely
for the purpose of educating or enrolling employees in the plan or

arrangements.

(3) Non-registered variable annuities issued exclusively to an

accredited investor or gqualified purchaser as those terms are defined by the

Securities Act of 1933 (15 U,8.C. Section 77a et seq.), the Investment

Company Act of 1940 (15 U.5.C. Sectlon B80a-1 et sedq.), or the regulationg

promulgated under either of those acts, and offered for sale and sold in a

Page 3
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transaction that is exempt from registration under the Securities Act of 1933

{15 U.8.C. Section 77a et seq.).

{4) (@) Transactions involving variable annuities and cother registered

products in compliance with Securities and Exchange Commission (SEC) rules

and Financial Industry Regulatory Authority (FINRA) rules relating to

disclosures and illustrations, provided that compliance with Rule 4B82-1-129-

.05 shall be required unless, or until such time as, the SEC has adopted a

summary prospecius rule or FINRA has approved for uwse a simplified disclosure

form applicable to variable annuitles or other registered products.

(b) Notwithstanding subparagraph {a), the delivery of the Buyer’s Guide

ig reguired in sales of variable annuities, and when appropriate, in sales of

other registered products.

{c) Nothing in thig paragraph (4) shall limit the commissioner’s

ability to enforce the provisions of thiz chapter or Lo require additional

disclosure,

44+ (5) Structured settlement annuities+.

'{5> Charitable @iﬁ% aﬂﬂaiEiesf arre

e —Funding-agroementa

Author: Commissioner of Insurance
Statutory Authority: Code of Alabama 1975, §§ 27-2-17, 27-15-1 et seq. and
27=-12-1 et sedq.
History: New September 23, 2003, Effective October 11, 2003; Revised
, 2014, Effective ; 2014

482-1~129-.04 Definiticns., PFor the purpeses—of The Ffollowing definitions

shall apply in this chapter:

{1} BUYERE GUIDE, The National Assoclation of Insurance

Commissioner’s approved Annuity Buyer’s Guide.

Page 4
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43-{2) CHARITABLE GIFT ANNUITY. A transfer of cash or other property
by a donor to a charitable organizaticn in return for an annuity payable
over ones or two lives, under which the actuarial value of the annuity is
less than the value of the cash cr other properity transferred and the
difference in value constitutes a charitable deduction for federal tax
purposes, but does not include a charitable remainder trust or a charitable
lead trust or other similar arrangement whsre the charitable organization

does not issue an annuity and incur a financial obligation to guarantee

annuity payments.

42} (3) CONTRACT OWNER, The owner named in the annuity contract or

certificate holder in the case of a group annuity contract.

+3+(4) DETERMINABLE ELEMENTS. Elements that are derived from
processes or methods that are guarantesd at lssue and not subject to
company discretion, but where the values or amounts cannot be determined
untll some point after issue. These elements include the premiumsg, credited
interest rates {including any bonus}, benefits, wvalues, non-interest based
credits, charges or elements of formulas used to determine any of these.
These elements may be described as guaranteed but not detexmined at issue.
An element is considered determinable 1f it was calcoulated from underlying
determinable elements only, or from both determinable and guaranteed

elements.

+4+-{5} FUNDING AGREEMENT, An agreement for an insurer to accept and
accumulate funds and te make cne or more payments at futuze dates in

amounts that are not based on mortality or morbidity contingencies.

Page b
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-5+({6) GENERIC MNAME. A short title descriptive of the annuity
contract being applied for or illustrated such as "single premium deferred

annuity, ™

+63+(7) GUARANTEED ELEMENTS. The premiums, credited interest rates
{including any bonus), benefits, values, non-lnterest based credits,
charges or elements of formulas used o determine any of these, that are

guaranteed anddetermirned or have determinable elements at issue. B2An

element is considered guaranteed 1f all of the underlying elements that go

inte its caleculation are guaranteed.

(8) ILLUSTRATION, A pergonalized presentation or depiction preparsd

for and provided to an individual consumer that includes non-guaranteed

elements of an annulty contract over a period of years.

(9) MARKET VALUE ADJUSTMENT or “MVA” FEATURE. A positive or negative

adjustment that may be applied tc the account value and/or cash value of

the annuity upon withdrawal, surrender, contract annuitization or death

benefit pavment based on eilther the movement of an external index or on the

company'’'s current guaranteed interest rate being offered on new premiums cr

new rates for renewal periods, if that withdrawal, surrender, contract

annuitization or death benefit payment occurs at a time other than on a

specified guaranteed benefit dats.

43+ (10) NON-GUARANTEED ELEMENTS. The premiums, credited interest
rates (lnecluding any bonus), benefits, values, dividends, non-interest
based credits, charges or elesments of formulas used to determine any of
these, that are subject to company discretion and are not guaranteed at
issue. An elemeni is considered non-guaranteed 1f any of the underlying

non~guaranteed elements are used in 1ts calculation.

FPage 6
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483+ (11) STRUCTURED SETTLEMENT ANNUITY. A "gualified funding asset®

as defined in section 130(d) of the Internal Revenue Code or an annuity
that would be a qualified funding asset under sectlion 130{d) but for the

fact that it is not owned by an assignee under a qualified assignment,

Author: Commissioner of Insurance
Statutory Authority: Code of Alabama 1975, §§ 27-2-17, 27-15-1 et seq. and
27-12-1 et. seq, '
History: HNew September 23, 2003, Effective October 11, 2003; Revised
, 2014, Effective , 2014

429-1-129-.05 Btendards for the Disclosure Document and Buyer's Guide.

(1) {a) Where the application feor an annuity contract is taken in a
face-to-face wmeseting, the applicant shall at or before the time of
application be given both the disclosure document described in Subseetion

paragraph (2) and the Buyer's Gulde eoatsdincd—in—the lppenddsw, if any,

{b) Where the applicatlon for an annuity contract is taken by means
othexr than in a face-td-face meeting, the applicant shall be sent both the
disclosure document and the Buysr's Guide no later than five (5) business

days after the completed application is received by the insurer.

1. With respect to an application received as a result of a direct

sollcitation through the mail:

a. Providing a Buyer's Guide in & mailing inviting prospective
applicants to apply for an annuity contract shall be deemed to satisfy the
requirement that the Buyer's Guide be provided no later than five (5}

business days after receipt of the application.

b. Providing a disclosure document in a mailing inviting a

prospective applicant to apply for an annuity contract shall be deemed to

Page 7
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satisfy the requirement that the disclosure document be provided no later

than five (5) business days after receipt of the application.
2. With respect to an application received via the Internet:

&, Taking reasonable steps to make the Buyer's Guide avallable for
viewing and printing on the insurer's website shall be deemed to satisfy
the requirement that the Buyer's Guide be provided no later than five (5)

business day of recelpt of the application.

b. TIaking reasonable steps to make the disclosure deocument available
for viewing and printing on the insurer's website shall be deemed to
satisfy the reguirement that the disclosure document be provided no later

than five (5} business days after receipt of the application.

3. A solicitation for an annulty contract provided in other than =&
face~to~face meeting shall include a statement that the proposed applicant
may contact the insurance department of the state for a free annuity
Buyer's Guide., In lieu of the foregocing statement, an insurer may include a

statement that the prospective applicant may ¢ontact the insurer for a free

annuity Buyer's Guide,

&4 . Where the Buyer’s Gulde and disclosure document are not
provided at or before the time of application, a free look period of no
less than fifteen (15) days shall be provided for the applicant to return
the annuity contract without penalty. This free look shall run
concurrently with any other fres look provided under state law or

regulation.

t—here—the—wnausiy-gonkracet—for which application—smade
EH%ﬂéﬂﬁﬁéET“pf6?%&%&“%65—&—£fee~ieek—ﬁefied—ef“He—%ess—%haa—fiﬁ%eea—%&%}

Page 8§



11
12
13
14

15

16
17
18
19

20
21

22
23

24

25

INS2014~129r : 6/17/2014 : RN/ct

g : f o Guid | disel ) bo_doLy " eitl

wi%h—%he—een%f&é%—ef~&%—aﬁy—%ime—pfief—Ee—de}ivefy—eém%he-eeﬁ%faet?

(2) At a minimum, the following information shall be included in the

disclogure document required to be provided under this chapter:

{a) The generic name of the contract, the company product name, if

different, and form number, and the fact that it is an annuity+.

{b) The insurer's legal name, aré physical address, website address

and telephone numbers,

{c} A description of the contract and its benefits, emphasizing its

ldng—term nature, including examples where appropriate!

1. The guaranteedry and nen-guaranteed and—debterminable elements of

the contract, and their limitations, if any, including for fixed indexed

annuities, the elements used to determine the index-based interest, such as

the participation rates, caps or spread, and an explanation of how they

operate; .

2. An explanaltion of the initial crediting rate, or for fixed indexed

annuitles, an explanation of how the index-based interest is determined,

specifying any bonus or introductory portion, the duration of the rate and

the fact that rates may change from time to time and are not guaranteeds.

3. Periodic income cpticns both on a guaranteed and non-guaranteed

basist.

4. Any value reductions caused by withdrawals from or surrender of

the contract;.
5. How valves in the contract can be accessed;.

6. The death benefit, 1f available and how it will be calculateds.

Page 9
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7. A summary of the federal tax status of the contract and any

penalties applicabls on withdrawal of values from the contracty—and,

B. Impact of any rider, sseh-as including, but not limited to, a

guaranteed living benefit or leong-term care rider.

{d}) 8pecific dollar amount or percentage charges and fees shall be

listed with an explanation of how they apply.

(e) Information about the current guaranteed rate or indexed

crediting rate formula, if applicable, for new contracts that contains a

clear notice that the rate is subject to change.

(3) Insurers shall define terms used in the disclosure statement in
language that facilitates the understanding by a typical person within the

segment of the public to which the digclosure statement is directed.

Author: Commissicner of Insurance .
Statutory Authority: Code of Alabama 1975, §§ 27-2-17, 27-15-1 et seqg. and
27=12=1 et sedq.
History: New September 23, 2003, Effective October 11, 2003; Revised
. 2014, Effective , 2014

482-1-129-,06 Standards for Annuity Illustrationa,

(1) An insurer or producer may elect to provide a consumer an

illustration at any time, provided that the illustration is in compliance

with this rule and:

{a) Is clearly laheled as an illustration.

(b) Includes a statement referring consumers to the disclosure document

and Buyer’s Guide provided to them at time of purchase for additiconal

information about thelr annuity.

Page 10
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(e¢) Is prepared by the insurer or third party using software that 1is

authorized by the insurer prior to its use, provided that the insurer

maintains a system of control over the use of illustrations.

(2} An illustration furnished an avplicant for a group annuity

contract or contracts issued to a single applicant on multiple lives may be

either an individual or compeosite illustration representative of the

coverage on the lives of members of the group or the multiple lives

covered.

{3) The illustration shall nect ke provided unless accompanied by the

disclosure deogument refsrenced in Rule 482-1-129-,05.

(4) When ueing an illustration, the illustration shall not:

{a) Describe non-guarantesd elements in a manner that is misleading

or has the capacity or tendency to mislead.

(b} 8tate or imply that the payment or amount of non-quaranteed

elements is guaranteed.

(¢} Be incomplete.

{5) Costs and fees of any typs shall be individually noted and

aexplained,

{6) An illustration shall conform to the following fequirements:

(a} The illustraticn shall be labeled with the date on which it was

prepared.

(b} PBach page, including any explanatory notes or pages, shall be

numbered and show its relatlonshlp to the total number of pages in the

disclosure document {e.g., the fourth page of a seven-page disclosure

document shall be lakeled “page 4 of 7 pages”).

Page 11
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{c) The assumed dates of premium receipt and benefit payout within a

contract year shall be clsarly ldentified.

(d}y If the age of the proposed insured is shown ag a component of the

tabular detail, it shall be issue age plus the numbers of years the

contract is assumed to have been in force.

(e) The assumed premium on which the illustrated benefits and walues

are based shall be clearly identified, Iincluding rider premiuvm for any

benefits being i1llustrated.

(f) Any charges for riders or other contract features assessad

against the account wvalue or the crediting rate shall be recognized in the

illustrated values and shall be accompanled by a statement indicating the

nature of the rider henefits or the contract features, and whether or not

they are included in the illustration.

{g) Guaranteed death benefits and values available upon surrender, if

any, for the illustrated contract premium shall be shown and clearly

lapbeled guaranteed.

(h) The non-guaranteed elements underlying the non-guaranteed

illustrated values shall be no more faveorable than current non-guaranteed

elements and shall not includs any assumed future jmprovement of such

elements. Additionally, non-guaranteed elements used in caleoulating non-

guaranteed illustrated wvalues at any future duration shall reflect any

planned changes, including anv planned changes that may occur after

eypiration of an initial guaranteed or bonus period,

(1) In determining the non—-guaranteed illustrated values for a fixed

indexed annuity, the index-based interest rate and account value shall be

calculated for three different scenarios: one to reflect historical

Page 12
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performance of the index for the most recent ten (10} calendar years; one

to reflect the historical performance of the index for the continuousg

periced of ten (10) calendar years out of the last twenty (20) calendar

years that would result in the least index value growth (the “low

scenario”); one to reflect the historical performance of the index for thes

continuous period of ten (1l0) calendar years out of the last twenty (20)

calendar vears that would result in the mest index value growth (the “high

seenario”). The following reguirements apply:

1. The most recent ten (10) calendar years and the last twenty (20)

calendar yvears are defined to end on the prior December 31, except for

illuegtrations prepared during the first three (3) months of the year, for

which the end date ¢f the calendar vear period may ke the December 31 prior

to the last full calendar vear.

2. If any index utilized in determination of an account value has

not been in existence for at Ieast ten (10) calendar vears, indexed returns

for that index shall not be illustrated, If the fixed indexed annuity

provides an option to allocaite account value te more than one indexed ox

fixed declared rate account, and one or more of those indexes has not been

in existence for at least ten ({10) calendar years, the allocation to such

indexed account(s) shall be assumed to be zero.

3. If any index utilized in determination of an account wvalue has

been in existence for alb least ten (10) calendar years but less than twenty

(20) calendar years, the ten (10) celendar year periods that define the low

and high scenarics shall be chosen from the exact number of years the index

has been in existence.

Page 13
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4, The non-guaranteed elements, such as caps, spreads, participation

rates or other interest crediting adjustments, used in caleculating the non-

guaranteed index-based interest rate shall be no morsz favorable than the

corrasponding current elements.

5, If a fixed indexed annuity provides an option to allocate the

account value to more than one indexed or fixed declared rate sccount:

(1] The allocation used in the illustration shall be the same for all

three scenarios.

(ii) The ten (10) calendar year periods resulting in the least and

greateat index growth periods shall be determined independently for each

indexed account option,

6., The gecmetric mean.annual effective rate of the account value

growth over the ten (10) calendar year period shall be shown for each

sCenario.

7. If the most rscent ten (10} calendar vear historical peried

experience of the index is shorter than the number of years needed to

fulfill the reguirement of paragraph (8), the most recent ten (10} calendar

year historical period emperience of the index shall be used for each

subsequent ten (10} calendar vyear period beyond the initial period for the

purpoge of calculating the account value for the remaining years of the

illustration,

8. The low and high scenaricos: {i) need not show surrender values

{if different than account values); (ii}) shall not extend beyond ten (10)

calendar yvears (and therefore are not subject te the requirements of

paragraph (8) beyond subparagraph (a)l; and (iii) may be shown on a

separate page. A graphical presentation shall also be included comparing

Page 14
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the movement ¢f the account value over the ten (10) calendar year period

for the low scenario, the high scenario and the most recent ten {10

calendar vyear scenario.

9. The low and high scenarics should reflect the irregular nature of

the index performance and should trigger every type of adjustment to the

index~based interest rate under the contract. The effect of the

adjustments should be clear; for example, additional columns showing how

the adjustment applied may be included. If an adjustment to the index-

based interest rate 1s not triggered in the illustration (because no

historical values of the index in the required illustration range would

have triggered it}, the illustraticn shall so state.

{j) The guaranteed elements, if any, shall be shown before

corresponding nen-guaranteed elements and shall be specifically referred to

on any page of an illustration that shews orx describes only the non-

guaranteed elements (e.g., “ses page 1 for guaranteed elements™).

k. The account or acecumnulation value of a contract, if shown, shall

be identified by the name this value is given in the contract being

illustrated and shown in close proximity to the corresponding value

avallable upcn surrender.

1. The value availlable upon sgurrender shall be identlfied by the

name this value is given in the contract being illustrated and shall be the

amount available to the contract owner in a lump sum after deduction of

surrender charges, bonus forfeitures, contract loans, contract loan

interest and application of any market wvalue adjustment, as applicable.

m. Tllustrations may show contract benefits and values in graphic or

chart form in addition to the tabular form.
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n. Any illustration of non-guaranteed elements shall be accompanied

by a statement indicating all of the following:

(a) The bensfits and values are not guaranteed.

{b) The assumptions on whic¢h thev are based are subject to change by

the insurer.

() Actual results may be higher or lower.

o, Illustrations based on non-guaranteed credited intersst and non-

guaranteed annuity income rates shall contain egually prominent comparisona

to guaranteed credited interest and guarantesed annuity income rates,

ingluding any guaranteed and ncn-guaranteed participation rates, caps or

spreads for fixed indexed annuities.

p. The annuity income rate illustrated shall not be greater than the

current annuity income rate unless the contract guarantees are in fact mors

Lfavorable,

gq. Illustrations shall be concise and easy to read.

r. Key terms shall be defined and then used consistently throughout

the illustration.

8., Illustrations shall not depict wvalues beyond the maximum

annuitization age or date.

t.. Annuitization benefits shall ba based on contract values that

reflect surrender charges or any other adjustments, if applicable,

u. Illustratlons shall show both annuity income rateg per §1,000.00

and the dollar amountsg of the perlodic income pavable.
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(7) An annuity illustration shall include & narrative summary that

includes the follewing unless provided at the same time in a disclosure

document §

{a) A brief description of any contract features, riders or options,

guaranteed and/or nonguaranteed, shown in the basic lllustration and the

impact they may have con the bkenefits and values of the contract.

(b) A brief descriptlon of anvy other optional benefits or features

that are selected, but nct shown in the illustration and the impact they

have on the benafits and valueg of the contract.

{) Identification and a brief definition of column heading= and key

terms used in the illustration,

{d) A statement ccntaining in substance the following:

1. For other than fixed indexed annuities:

Thig illustration assumes the annuity’s current nonguaranteed

elements will not change, Tt is likely that they will change

and actual values will be higher or lower than those in this

illustration but will not be less than the minimum guaranteeas.

The values 1n this illustration are not guarantees or even

estimates of the amounts you can expect from your annuity.

Please review the entire Disglosure Document and Buyerfs Guide

provided with your Annuity Contract for more detailed

information;

2. FPFor fixed indexed annuities:

This 1llustraticn assumes the index willl repeat hlstorical

performance and that the annuity's current non—-guaranteed
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elements, such as caps, spreads, participation rates or other

interest crediting adjustments, will not change. It is likely

that the index will not repeat historical performance, the non-

guaranteed elements will change, and actual values will be

higher or lower than those in this illustration but will not be

less than the minimum guarantees.

The values in this illustration are not guarantees or even

estimates of the amounts you can expect from your annuity.

Please review the entire Disclogsure Document and Buyer'’s Guide

provided with your Annuity Contract for more detailed

information,

(2} Additional explanations as follows:

1. Minimum guarantees shall be clearly explained.

2. The effect con contract values of pontract surrender prior to

maturlty shall be explained,

3. Any conditions on the pavment of bonuges shall be explained.

4., For annuities sold as an IRA, qualified plan or in another

arrangement subject to the required minimum distributicn (RMD) raquirements

¢f the Internal Revenue Uode, the effect of RMDs on the contract values

shall be explained.

5., For annuities with recurring surrender charge schedules, a clear

and conclse explanation of what circumstances will cause the surrander

charge to recur.

6. A brief description of the types of annuity income options

available shall be explained, including:
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{i) The earliest or only maturity date for annuitization (as the term

i3 defined in the contract).

{ii) For contracts with an optional maturity date, the periodic

incoms amount for at least one of the annuity income options available

based on the guaranteed rates in the contract, at the later of age seventy

(70) or ten (10) years after issue, but in no case later than the maximum

annuiltization age or date in the contract.

{iii) For contracts with a fixed maturity date, the periocdic income

amount for at least one ¢f the annuity income options avallable, based on

the guaranteed rates in the contract at the fixed maturity date,

{iv) The periodic income amount based on the currently available

periodic income rates for the annuity income option in item (ii) or item

(1ii), 1F desired.

(8) Followling the narrative summary, an illustraticn shall include a

numeric summary which shall include at minimom, numeric values at each of

the following durations:

(a) First ten (10) contract years, or the surrender charge period if

longer than ten (10) years, including any renewal surrender charge periods.

{b) Every tenth centract year up to the later of thirty (30) years or

age seventy (70).

(¢) Either of the following:

1. Reguired annuitlzation age.

2.  Required annuitization date.

{9) Tf the annulty containg a market value adjustment, hereafter MVA,

the following provisions apply to the illustration:
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{a) The MVA shall be referred to as such throughout the illustration.

(b} The narrative shall include an explanation, in -simple terms, of

the potential effect of the MVA on the value available upon surrender.

{c) The narrative shall inciude an explanation, in simple terms, of

the potential effect of the MVA on the dzath benefit,

{d) A statement, containing in substance the following, shall be

included:

When you make a withdrawal the amount you receive may be

increased or decreased by a Market Value Adjustment (MVA), If

interest rates on which the MVA is based go up after you buy

your annuity, the MVA likely will decrease the amount you

receive. If inkterest rates go down, the MVA will likely

increase the amcunt you receiva.

(e) Tllustrations shall describe both the upside and the downside

aspects of the contract features relating to the market value adjustment.

(f) The illustrative effact of the MVA shall be shown under at least

cne positive and one negative scenario, This demonstration shall appear on

a_separate page and be clearly labeled that it is information demonstrating

the potential impact of a MVA,

{g) Actual MVA floors and cellings as listed in the conkract shall be

illustrated.

(h) If the MVA has significant characteristics not addressed by

subparagraphs {(a) - (£), the effect of such characteristics shall be shown

irn the 1llustration. Appendix A provides an example of an illustration of

an annuity containing an MVA that addresses subparagraphs (é) - {f) above.
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{10) A narrative summary for a fixed indexed annuity illustration also

shall include the following unlesg provided at the same time in a disclosure

dooument :

la) An explanation, in simple terms, of the elements used Lo determine

the index-based interest, including but not limited to, the following

elements:

1, The Index(es) which will be used to determine the index-based

intereat.

2. The Indexing Method - such as point-to-point, daily averaging,

monthly averaging.

3. The Index Term - the period over which indexed-based interest is

calculated.

4. The Participation Rate, if applicable.

5. The Cap, if applicable,

6. The Spread, if applicable.

(b} The narrative shall include an explanation, in simple terms, of how

index-based interest 1s credited in the indeged annuity.

{c) The narrative shall include a brief description of the frequency

with which the company can re-set the elements used to determine the index-—

based credits, including the participation rate, the cap, and the spread, if

applicable.

{d) Lf the product allows the contract holder to make allocations to a

declared-rate segment, then the narrative shall include a brief description

of:
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1. 2Any options to meke allogations to a declared-rate segment, both

for new premiums and for transfers from the indexed-based segmenis.

2. Differences in guarantees applicable to the declared-rate segment

and the indexed-based segments.

(11) A numeric summary for a fixsed indexed annuity illustration shall

include, at a minimum, the following elements;

(a) The assumed growth rate of the index in accordance with

subparagraph (1) of paragraph (6).

{b) The assumed values for the participation rate, cap and spread, if

applicable.

{c} The assumed allocation between indexed-based segments and declared-

rate segment, if applicable, in accordance with subparagraph (i} paragraph

(6).

(12) If the contract ls issued other than as applied for, a revised

illustration conforming to the contract as issued shall be sent with the

contract, except that non-subsitantive changes, including, but not limited to

changes in the amount of expected initial or additional premiums and any

changes in amounts of exchanges pursuant to Sectionm 1035 of the Internal

Revenue Code, rollovers or transfers, which do not alter the key benefits

and features of the annuity as applied for will not require a revised

illustration unless reguested by'the‘applicant.

Author: Commissioner of Insurance

Statutory Authority: Code of Alabama 1975, 88 27-2-17, 27-15-1 et seq. and
27-12-1 et seq.
History: New ; 2014, Effective y 2014
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482112806 482-1-128-.07 Report to Contract Owners. For annuities in

the payout period with—eherges—3s that include non-guaranteed elements, and

for deferred annuilties in the accumulation period ef—a—deferredanratby,

the insurer shall provide each contract owner with a report, at least

annually, on the status of the contract that contains at least the

following information:
(1} The beginning and end date of the current report period+.

(2} The accumulation and cash surrender value, if anhy, at the end of

the previocus report period and at the end of the current report periods.

{3) The total amounts, if any, that have been credited, charged to

the contract value or paid during the current report period+—and,

(4) The amount of outstanding loans, if any, as of the end of the

current report period,

Autheor: Commissleoner of Insurance
Statutory Authority: Code of Alabama 1875, §§ 27-2-17, 27-15-1 et seqg. and
27-12-1 et seq.
History: New September 23, 2003, Effective October 11, 2003; Revised
r 2014, Effective ;, 2014

A482~1-129-07 482-1-128-.08 Paenalties., In addition to any other penalties

provided by the laws of this state, an insurer or pfoducer that violates a
regquirement of this chapter shall be guilty of a violation of Section 27-

12-1 et seq., Code of Alabama 1975,

Auvthor: Commissioner of Insurance
Statutory Authority: Code of Alabama 1275, §§ 27-2-17, 27~15~1 et seqg. and
27-12-1 et seq.
History: WNew September 23, 2003, Effective October 11, 2003; Revised
, 2014, Effective , 2014
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43120 08 482-1-129-.09 Beparability, If any provision of this

chapter or its application to any person or circumstance is for any reason
held to be invalid by any court of law, the remalnder of the chapter and

its application to other persons or circumstances shall not be affected.

Author: Conmissioner of Insurance
Statutory Aunthority: Code of Alabama 1975, §§ 27-2-17, 27-15-1 et sgeq. and
27-12-1 et s=seq.
History: New September 23, 2003, Effective October 11, 2003; Revised
; 2014, Effective ; 2014

482-1-120~-08 4B2~1-128-,10 Effective Date. This chapter shall becoms

effective upon its approwval by the Commlssioner of Insurance and upon its
having been on file as a public document in the office of the Secretary of

State for ten days and shall apply to contracts sold on or after the

effective date.

Author: Commissioner of Insurance
Statutory Authority: Code of Alabama 1375, §§ 27-2-17, 27-15-1 et seq. and
27-12-1 et sey.
History: MNew September 23, 2003, Effective October 11, 2003; Revised
, 2014, Effective ;, 2014
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APPENDIX A

Annutty Blustration Example
[The following iflustration is an example only and does not reflect specific characteristics of any actual
product fer sale by any company]

ABC Life Insurance Company
Comparny Product Name
Flezible Premium Fired Deferred Annuity with a Market Value Adjustment (MVA)
An Ilustration Prepared for John Doe by John Agent on mm/dd/yyyy
(Contact us at PolicyOwnerService@ABCLife.com or 555-555-5555)

* After the Initial Tnterest Guarantes Period, a new interest rate will be declared anmelly, This rate cannot be lower than the
Minimum Guaranteed Tnterest Rae,

Annuity Income Options and lnstrated Moathly Income Values

‘This annuity is designed to pay an Income that is guaranteed to last as long as (he Annuitant lives, When gnnuity income payments
are to begln, the income payment amounts will be determined by applying an annuity income rate to the annuity Account Vatue,

Anmnyity income options include the following:
*  Toiiodic payments for Annuitant’s life
+  Perlpdic payments for Annuitant’s life with payments guaranteed for a certain number of years
s Periodic payments for Annaitant’s life with payments continuing for the life of a survivor annuitant

Niustrated Annuity Income Option: Monthly payments for annuitant’s life with payments guaranteed for 10-year period.
Assumed Age When Pgyments Start: 70

Account Monithily Annuity | Monthly Annoity
Vale Income Incoms
Rate/$1000 of
Agoount Valoe * :
Based on Rates Guaranteed in the Contract $164,798 £5.00 $823.99
Based on Rates Currently Offered by the Company $171,976 $6.50 $1,117.84

® If, at the time of annnitization, the annuily income rates cumrently offered by the company are higher than the annaity income
rates guarenieed in the contraot, the current rates will apply.
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ABC Life Insurance Company
Company Produet Neme
Flexible Premium Fixed Deferred Annuity with a Market Valoe Adjustment (MY A)
An Illostration Prepared for Joln Doe by John Agent on mam/dd/yyyy
{Contact s at PolicyOwnerService@ABCLife.com or 555-555-5555)

Values Based on Guaranteed Rates

Values Based on Assamption that
Initial Guaranteed Rates Continue

Cash Minimuim Cash
Swrender Cash Surrender
Interest Value Surrender Tntcrest Value
Contract Premium Crediting Account Before Value ARer Crediling Accoumt Befors and
Year/Age Payment Rate Valye MVYA MVA Rate Value Aftor MYA
6] @ ® @ %) (&) ) ®) )
1755 $ 100,000 415% § 104,150 § 95818 § 92,000 4.15% § 104,150 § 95818
2756 0 3,40% 107,691 100,153 03,000 3.40% 107,691 100,153
3757 0 3.40% 111,353 104,671 95,614 3,40% 111,353 104,671
4758 0 3.40% 115,139 105,382 98,482 3.40% 115,139 109,382
5/59 0 3.40% 119,053 114,291 114,261 3.40% 119,053 114,291
6/60 0 3,009 122,625 118,946 118,946 3.40% 123,101 119,408
7/61 0 3.00% 126,304 123,778 123,778 3.40% 127287 124,741
8/62 0 3.00% 130,093 130,093 130,093 3.40% 131,614 131,614
9763 0 3.00% 133,996 133,996 133,996 3.40% 136,089 136,089
10/64 0 3.00% 138,015 138,013 138,015 3.40% 140,716 140,716
11/63 0 3.00% 142,156 142,156 142,156 3.40% 145,501 145,501
16/70 0 3.00% 164,798 164,798 164,798 3,40% 171,975 171,976
21775 0 3.00% 151,046 191,046 191,046 340% 203,268 203,268
26/80 0 3.00% 221,474 221,474 221 474 3.40% 240,255 240,255
31/85 0 3,00% 256,749 256,749 256,749 3.40% 283,972 283,572
36/90 0 3.00% 297,643 297,643 297,043 3.40% 335,643 335,643
41/95 0 3.00% 345,050 345,050 345,050 3.40% 396,717 396,717

For eolumm descriptions, twm o next page
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Column Descriptions

Ages shown are measured from the Annuitant’s age at issue

Premium Payments are assumed to be made at the beginning of the Contract Year shown

Valaes Based on Goaranteed Rates

&)

@

)

{6)

Interest Crediting Rates shown are antusl raies; however, interest is credited daily, During the Initial Interest Guarantes
Period, values developed from the Inttial Prembem Payment are iiustrated using the Injtial Guaranteed Interest Rate(s)
declared by the insurance company, whioh include an additional first vear only interest bonug eredit of 0.75%, The interest
rates will be guatanteed for the Initial Interest Guarantes Periad, subject to an MVA. After the Initial Interest Guarantes

Period, a new renewal interest rate will be declared annually, but can never be leas than the Minimum Guaranteed Interest
Rate shown,

Account Yaloe Is the smount you have at the end of each year if you leave your money in the contract until you start
receiving ammuity payments. 1t 1s also the amount available upon the Annuitant’s death if it ocours before annuity
payments begin, The death benefit is not affected by smrrender charges or the MV A,

Cash Surrender Value Before MVA is the amount available at the end of each year if you surrender the contract {after
deduction of any Surrender Charge) but before the application of any MY A. Surrender charges are applied to the Account
Value according io the schedule below until the surrender charge period ends, which may be afier the Inifial Interest
Guarantee Period has ended.

Years Measured {rom Premivm Paymené: 1 2 3 4 3 6 T 8+
Surrender Charges: 8% 7% 6% 5% 4% W 2% 0%

Mipimurm Cash Survender Value After MVA is the minimum amount available at the end of each vear if you smrender
your contract before te end of five years, no matter what the MV A is. The miniommn is set by law, The amount you
receive may be higher or lower than fhe cash swrender value due to the application of the MV A, hut never lower than this
minimum, Otherwise the MY A works as follows: 11 the inferest rate available on new contracts offered by the company s
LOWER than your Injtie] Cuaranteed Interest Rate, the MVA will INCREASE the amount you receive. If the interest rate
available on new contracts offered by the company is HKGHER than your initial guaranteed interest rate, the MVA will
DECREASE the amount you receive. Page4 of this illustration provides additional information concerning the MVA,

Values Based on Assumptfon that Inlifat Guaraniced Rates Continue

(7}

(&
(%

Interest Crediting Rates are the same as in Column (3) for the Initial Interest Guarantee Period. After the Initial Inferest
Guarantee Period, a new renewel interest rate will be declared annvally. For the purpose of calculating the velues in this
columuy, it is assumed that the Initial Guaranteed Interest Rate (without the bonus) will continue as the new renewal interest

rate in all years, The sofunl renewal interest rafes are not subject to an MVA. and will very likely NOT be the same as the
illustrated renewal interest rates,

Account Value is calenlated the same way as colunm (4),
Cash Surrender Yalie Before and After MY A is the Cash Sumrender Value af the end of each year assuming that Initial

Guarantees Intercst Rates continuce, and that the continuing rates are the rafes offered by the company on new contracts, In
this case the MV A would be zero, and the Cash Surrender Values before and after the MV A would be the same.

« Important Note: This illustration assmnes you will take ne withdrawals from your annuity before you begin to receive periodic

income payments. Withdrawals will reduce both the annuity Aecount Value and the Crsh Surrender Value. You may make
partial withdrawals ofup to 10% of your aceount value each confract year without paying surrender charges. Excess withdrawals
(ebove 10%) and full withdrawals will be subject to surender charges.

This illustretion nssumes the annuity’s current interest crediting rates will not change. It s Hkely that they will change and
actaal vidues may be higher or lower than those in the illustration.

The valuey in this Hlusiration are not guarantees or even estimates of the amounts you can expeet from your annuity, For
more information, read fhe aunutty disclosure and annuity buyer’s guide.
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MV A-pdjusted Cash Surrender Values (CSVs) Under Sninple Scennrios

The graphs below show MV A-adjusted Cash Surtender Values (C3Vs) during the fivst five years of the contract, as iflustrated on
page 2 ($100,000 single premium, a 5-year MV A Period) under two sample scenarios, as described below,

Graph #1 shows if the interest rate on new contracts is 3% LOWER than younr Initial Guaranteed Inferest Raje, the MY A will

increase the amount you receive (gresn ling). The pink line shows the Cash Surrender Values if the Initial Guaranteed Interest
Rates continue (from Column () on Page 2).

Graph #2 shows if the interest rate on hew cotttracts 1s 3% HIGHER than our Initial Gueranteed Interest Rate, the MV A will
decrease the amount you receive, but not below the minimum set by law (Coluinn (6) on Page 2), which in this scenario lintits the

decrease for the first 2 years (yellow line). The pink line shows the Cash Surrender Values if the Indiial Guaranteed Interest Rates
continue (from Colurnn (9) on Page 2).

These graphs and the semple guaranteed Interest rates on new contracts used wre for demonstration purposes ooty and are not
intended to be a projection of how guaranteed interest rates on new confracts are likely to behave,
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