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HOUSE BILL No. 5535

February 4, 1998, Introduced by Reps. Gubow and LIewellyn and referred to the
Committee on Insurance.

A bill to anmend 1956 PA 218, entitled
"The i nsurance code of 1956,"
by anendi ng section 4038 (MCL 500.4038), as added by 1993 PA
349.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 4038. (1) As used in this section, "policy cost
factors" nmeans those anmobunts that affect the price per thousand
of life insurance coverage or other benefits. They include
interest, nortality, expense charges, and fees, including any
surrender or w thdrawal charges, but not persistency
assunpti ons.

(2) Unless a statenent of policy information is provided
pursuant to subsection (3), for initial disclosure in connection
wi th any advertising, solicitation, or negotiation of a universal

life insurance policy all of the follow ng are required:
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(a) Any statement of policy cost factors or benefits shal
contain all of the foll ow ng:

(1) The correspondi ng guaranteed policy cost factors or ben-
efits, clearly identified.

(11) A statenent expl aining the nonguaranteed nature of any
current interest rates, charges, or other fees applied to the
policy, including the insurer's rights to alter any of these
factors.

(11m) Any limtation on the crediting of interest, including
identification of those portions of the policy to which a speci-
fied interest rate shall be credited.

(b) Any illustration of the policy value shall be accom
pani ed by the correspondi ng net cash surrender val ue.

(c) Any statement regarding the crediting of a specific cur-
rent interest rate shall also contain the frequency and tim ng by
which that rate is determ ned.

(d) If any statenent refers to the policy being
i nterest-indexed, the index shall be described. |In addition, a
description shall be given of the frequency and timng of deter-
mning the interest rate and of any adjustnents nmade to the index
inarriving at the interest rate credited under the policy.

(e) Any illustrated benefits based upon nonguaranteed inter-
est, nortality, or expense factors shall be acconpanied by a
statenent indicating that these benefits are not guaranteed.

(f) If the guaranteed cost factors or initial policy cost
factor assunptions would result in policy val ues becom ng
exhausted —pr+or—to— BEFORE the policy's maturity date, that fact
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shal | be disclosed, including notice that coverage will term nate
under —steh— THOSE circunst ances.

(3) At the time the agent takes an application for a policy,
except as provided in subsection (4), the agent shall furnish to
the applicant a statenent of policy information for the applicant
in a format approved by the comm ssioner. The illustration of
policy premum death benefit, and cash value shall be shown for
AN | NTEREST RATE NO HI GHER THAN the current interest rate actu-
ally being paid on —extst+ng— CURRENTLY | SSUED policies —+#
foeree— and for the interest rate guaranteed in the policy. —Ne
rAterest— | NTEREST rates —oether— H GHER t han t hese —ray— SHALL
NOT be illustrated. The comm ssioner shall issue guidelines for
the statenment of policy information.

(4) If the policy information for the applicant is not fur-
ni shed at the tine of application, it shall be delivered within
15 working days after the application is taken, but at |least 5
days before delivery of the policy.

(5) If the policy is delivered sooner than 5 days after the
policy information for the applicant, the free-look period shal
be extended to 15 days. |If the statenment of policy information
for applicant is not delivered at the time of application, the
di scl osure shall be acconpanied by a statenent that it is deliv-

ered for the express purpose of allow ng conparison with other

pol i ci es.
(6) For direct response solicitation nethods, the statenent
of policy information for the applicant in conpliance with the

gui delines may be furnished at the tine of delivery of the
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1 policy, —se+toeng—as— |F the purchaser is given an unconditional
2 refund provision of at |east 10 days.

04539' 97 Fi nal page. DKH



