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HB- 5931, As Passed House, June 9, 2004

SUBSTI TUTE FOR
HOUSE BI LL NO. 5931

A Dbill to amend 1956 PA 218, entitled
"The i nsurance code of 1956,"
by amendi ng sections 834 and 4060 (MCL 500.834 and 500. 4060),
section 834 as anended by 2000 PA 378 and section 4060 as anended
by 1993 PA 349, and by addi ng section 838.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 834. (1) Except as otherw se provided in sections 835,
836, and 837, the mninmum standard for the valuation of policies
and contracts described in subsection (8) shall be the
conmi ssioner's reserve valuation nethods defined in subsections
(2), (3), and (6), 5% interest for group annuity and pure
endownent contracts, provided that prior notice of any
reval uation of reserves with respect to group annuity and pure
endownent contracts is given to the conm ssioner in the sanme

manner as is required before a revaluation of reserves under
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section 832(2), and 3-1/2% interest for all other of those
policies and contracts; or in the case of policies and contracts,
ot her than annuity and pure endowrent contracts, issued on or
after Cctober 21, 1974, 4% interest for those policies issued
before Cctober 1, 1980, and 4-1/2%interest for those policies
i ssued on or after COctober 1, 1980, or in the case of life
i nsurance contracts, other than annuity and pure endownrent
contracts, issued after Decenber 31, 1994, 5-1/2%interest for
single premumIlife insurance policies and 4-1/2%interest for
all other policies, and the follow ng tables:

(1) For all ordinary policies of life insurance issued on
t he standard basis, excluding any disability and acci dental death
benefits in those policies: the conm ssioner's 1941 standard
ordinary nortality table, for policies issued before the
operative date of paragraph 5 of section 4060(5); and the
conmi ssioner's 1958 standard ordinary nortality table for
policies issued on or after that operative date and before the
operative date of paragraphs 9 to 19 of section 4060(5). For any
category of those policies issued on female risks, all nodified
net prem uns and present values referred to in this section may
be cal cul ated according to an age not nore than 6 years younger
than the actual age of the insured; and, for those policies
i ssued on or after the operative date of paragraphs 9 to 19 of
section 4060(5), the comm ssioner's 1980 standard ordi nary
nortality table or, at the election of the conpany for any 1 or
nore specified plans of life insurance, the comm ssioner's 1980

standard ordinary nortality table with 10-year select nortality
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House Bill No. 5931 (H 1) as amended June 9, 2004

factors or any ordinary nortality table adopted after 1980 by the
nati onal association of insurance comm ssioners that is approved

by a rul e pronul gated by the conm ssioner for use in determ ning

the m ni num standard of valuation for those policies or the 2001 [ CSQO

nortality table under section 838.

(I'l) For all industrial life insurance policies issued on
the standard basis, excluding any disability and acci dental death
benefits in those policies: the 1941 standard industria
nortality table for those policies issued before the operative
date of paragraph 7 of section 4060(5); and for those policies
i ssued on or after that operative date, the comm ssioner's 1961
standard industrial nortality table or any industrial nortality
tabl e adopted after 1980 by the national association of insurance
commi ssioners that is approved by a rule pronul gated by the
commi ssioner for use in determning the mni num standard of
val uation for those policies

(I'11) For individual annuity and pure endownent contracts,
excluding any disability and accidental death benefits in those
policies: the 1937 standard annuity nortality table or, at the
option of the conpany, the annuity nortality table for 1949,
ultimate, or any nodification of either of those tables approved
by the conm ssioner.

(I'V) For group annuity and pure endowrent contracts,
excluding any disability and accidental death benefits in those
policies: the group annuity nortality table for 1951, any
nodi fication of that table approved by the comm ssioner, or, at

the option of the conpany, any of the tables or nodifications of
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tabl es specified for individual annuity and pure endownent
contracts.

(V) For total and permanent disability benefits in or
suppl ementary to ordinary policies or contracts: for policies or
contracts issued on or after January 1, 1966, the tables of
period 2 disablenent rates and the 1930 to 1950 term nation rates
of the 1952 disability study of the society of actuaries, with
due regard to the type of benefit or any tables of disabl enent
rates and term nation rates adopted after 1980 by the national
associ ation of insurance conm ssioners that are approved by a
rul e promul gated by the commi ssioner for use in determning the
m ni mum st andard of valuation for those policies; for policies or
contracts issued on or after January 1, 1961, and before January
1, 1966, either those tables or, at the option of the conpany,
the class (3) disability table, 1926; and for policies issued
before January 1, 1961, the class (3) disability table, 1926.
For active lives, a table shall be conbined with a nortality

table permtted for calculating the reserves for life insurance

policies.
(VI) For accidental death benefits in or supplenmentary to
policies: for policies issued on or after January 1, 1966, the

1959 accidental death benefits table or any accidental death
benefits table adopted after 1980 by the national association of

i nsurance conm ssioners that is approved by a rule pronul gated by
the commi ssioner for use in determ ning the m ni nrum standard of
val uation for those policies; for policies issued on or after

January 1, 1961, and before January 1, 1966, 1 of the above
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5
tables or at the option of the insurer the interconpany double
indemity nortality table. A table shall be conbined with a
nortality table permtted for calculating the reserves for life
i nsurance policies.

(M1) For group life insurance, life insurance issued on the
substandard basis, and other special benefits: any table
approved by the comm ssioner.

(2) Except as otherw se provided in subsections (3) and (6),
reserves according to the comm ssioner's reserve val uation
nmet hod, for the life insurance and endownent benefits of policies
providing for a uniformanount of insurance and requiring the
paynment of uniform prem uns, shall be the excess, if any, of the
present value, at the date of valuation, of the future guaranteed
benefits provided for by those policies over the then present
val ue of any future nodified net premuns for the policies. The
nodi fied net premuns for the policy shall be a uniform
percentage of the respective contract premuns for the future
guar anteed benefits so that the present value of all nodified net
prem uns equals, at the date of issue of the policy, the sum of
the then present val ue of these benefits provided for by the
policy and the excess of (g) over (h), as follows:

(g) A net level annual prem um equal to the present val ue,
at the date of issue, of the future guaranteed benefits provided
for after the first policy year divided by the present val ue, at
the date of issue, of an annuity of 1 per annum payable on the
first and each subsequent anniversary of the policy on which a

premumfalls due. However, the net |evel annual prem um shal
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6
not exceed the net |evel annual prem umon the 19-year prem um
whole life plan for insurance of the sane anpbunt at an age 1 year
hi gher than the age at issue of the policy.

(h) A net 1l-year termpremumfor the future guaranteed
benefits provided for in the first policy year.

However, for any life insurance policy issued on or after
January 1, 1986 for which the contract premumin the first
policy year exceeds that of the second year and for which no
conpar abl e additional benefit is provided in the first year for
t hat excess and that provides an endowrent benefit or a cash
surrender value or a conbination of endowrent benefit and cash
surrender value in an anmount greater than the excess prem um the
reserve according to the conm ssioner's reserve val uati on net hod
as of any policy anniversary occurring on or before the assuned
endi ng date, defined as the first policy anniversary on which the
sum of any endowrent benefit and any cash surrender val ue then
avai lable is greater than the excess premum shall be, except as
ot herwi se provided in subsection (6), the greater of the reserve
as of that policy anniversary cal cul ated as described in
paragraph 1 of this subsection and the reserve as of that policy
anni versary cal cul ated as described in that paragraph, but with
the value defined in (g) being reduced by 15% of the amount of
the excess first year premum all present values of benefits and
prem uns bei ng determ ned without reference to prem uns or
benefits provided for by the policy after the assuned endi ng
date; the policy being assunmed to mature on that date as an

endownent; and the cash surrender value provided on that date
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7
bei ng considered as an endownent benefit. In making the above
conparison, the nortality and interest bases stated in subsection
(1) and section 836 shall be used.

Reserves according to the comm ssioner's reserve val uation
method for (I) life insurance policies providing for a varying
anount of insurance or requiring the paynent of varying prem uns,
(I'l') group annuity and pure endownent contracts purchased under a
retirement plan or plan of deferred conpensation, established or
mai nt ai ned by an enpl oyer, including a partnership or sole
proprietorship, or by an enpl oyee organi zation, or by both, other
than a plan providing individual retirenent accounts or
i ndi vidual retirenment annuities under section 408 of the interna
revenue code, 26 USC 408, (I111) disability and accidental death
benefits in all policies and contracts, and (IV) all other
benefits, except life insurance and endownent benefits in life
i nsurance policies and benefits provided by all other annuity and
pure endownent contracts, shall be cal cul ated by a nethod
consistent with the principles of this subsection.

(3) This subsection applies to all annuity and pure
endownent contracts other than group annuity and pure endownent
contracts purchased under a retirenment plan or plan of deferred
conpensati on, established or maintained by an enpl oyer, including
a partnership or sole proprietorship, or by an enployee
organi zation, or by both, other than a plan providing individual
retirement accounts or individual retirenment annuities under
section 408 of the internal revenue code, 26 USC 408. Wt hout

action by the Mchigan Legislature to adopt actuarial guideline
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35, reserves according to the comm ssioner's annuity reserve
nmet hod for benefits under annuity or pure endowrent contracts,
excluding any disability and acci dental death benefits in those
contracts, shall be the greatest of the respective excesses of
t he present values, at the date of valuation, of the future
guar anteed benefits, including guaranteed nonforfeiture benefits,
provi ded for by those contracts at the end of each respective
contract year, over the present value, at the date of valuation,
of any future valuation considerations derived fromfuture gross
considerations, required by the ternms of the contract, that
beconme payabl e before the end of that respective contract year.
The future guaranteed benefits shall be determ ned by using the
nortality table, if any, and the interest rate specified in those
contracts for determ ning guaranteed benefits. The valuation
considerations are the portions of the respective gross
consi derations applied under the terns of the contracts to
determ ne nonforfeiture val ues.

(4) An insurer's aggregate reserves for all life insurance
policies, excluding disability and accidental death benefits,
shall not be | ess than the aggregate reserves calculated in
accordance with the nethods set forth in subsections (2), (3),
(6), and (7), and the nortality table or tables and rate or rates
of interest used in calculating nonforfeiture benefits for the
policies. The aggregate reserves for all policies, contracts,
and benefits shall not be |l ess than the aggregate reserves
determined by the qualified actuary to be necessary to render the

opinion required by section 830a.
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(5) Reserves for all policies and contracts issued prior to
June 27, 1994 may be cal cul ated, at the option of the insurer,
according to any standards that produce greater aggregate
reserves for all those policies and contracts than the m nimum
reserves required by the laws in effect imedi ately before June
27, 1994. Reserves for a category of policies, contracts, or
benefits as established by the conm ssioner, issued on or after
June 27, 1994, may be cal culated at the option of the insurer
according to any standards that produce greater aggregate
reserves than those cal cul ated according to the m ni num standard
provided in this act. However, the rate or rates of interest
used for policies and contracts, other than annuity and pure
endowrent contracts, shall not be higher than the correspondi ng
rate or rates of interest used in calculating any nonforfeiture
benefits provided for in those policies and contracts. Any
i nsurer that had previously adopted any standard of val uation
produci ng greater aggregate reserves than those cal cul ated
according to the m nimum standard provided in this section and
section 835 may, with the comm ssioner's approval, adopt any
| ower standard of valuation, but not |ower than the m ninum
standard provided by this section and section 835. However, for
t he purposes of this section, the holding of additional reserves
previously determned by a qualified actuary to be necessary to
render the opinion required by section 830a shall not be
considered to be the adoption of a higher standard of val uation.

(6) If in any contract year the gross premnm um charged by a

l[ife insurer on a policy or contract is |less than the val uation

H05917' 03 (H- 1) DKH



© 00 N o o0~ wWw N P

N N N N N N NN P P R R R R R R P
N~ o o M WON P O © 00N OO0~ WDN P O

10
net premumfor the policy or contract cal cul ated by the method
used in calculating the reserve on the policy or contract, the
insurer may use the mninmum val uati on standards of nortality,
either at the time of issue or the time of valuation of the
policy or contract and the m nimum valuation rate of interest at
time of issue or the tinme of valuation of the policy or contract,
so long as the mninumreserve required for the policy or
contract is the greater of either the reserve cal cul ated
according to the nortality table, rate of interest, and nethod
actually used for the policy or contract, or the reserve
cal cul ated by the nmethod actually used for the policy or contract
usi ng the mni mum val uati on standards of nortality and rate of
interest and replacing the valuation net prem um by the actual
gross premumin each contract year for which the val uati on net
prem um exceeds the actual gross premium The m ni mum val uation
standards of nortality and rate of interest referred to in this
subsection are those standards stated in subsection (1) and
section 836. However, for any life insurance policy issued on or
after January 1, 1986 for which the gross premumin the first
policy year exceeds that of the second year and for which no
conpar abl e additional benefit is provided in the first year for
t hat excess and that provides an endowrent benefit or a cash
surrender value or a conbination of endowrent benefit and cash
surrender value in an amount greater than the excess prem um the
provi sions of this subsection shall be applied as if the nethod
actually used in calculating the reserve for that policy were the

met hod described in subsection (2), ignoring paragraph 2 of that
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subsection. The m ninumreserve at each policy anniversary of
that policy shall be the greater of the mninmmreserve
cal cul ated in accordance with subsection (2), including paragraph
2 of that subsection, and the m ninmumreserve calculated in
accordance with this subsection.

(7) For any plan of life insurance that provides for future
prem um determ nation, the anounts of which are to be determ ned
by the insurance conpany based on then estinmates of future
experience, or, in the case of any plan of life insurance or
annuity that is of such a nature that the m ni mumreserves cannot
be determ ned by the nethods described in subsections (2), (3),
and (6), the reserves that are held under those plans nust be
appropriate in relation to the benefits and the pattern of
prem uns for that plan and conputed by a nethod that is
consistent with the principles of this standard valuation | aw, as
determi ned by rules promul gated by the comm ssioner.

(8) This section applies to only |life insurance policies and
contracts issued on and after the operative date of section 4060,
t he standard nonforfeiture | aw, except as otherw se provided in
sections 835 and 836 for group annuity and pure endowrent
contracts issued on or after the operative date of section 4060
and except as otherw se provided in section 837 for universa
life contracts.

Sec. 838. (1) As used in this section:

(a) "2001 CSO nortality table" neans that nortality table,
consisting of separate rates of nortality for male and fenal e

lives, devel oped by the Anerican acadeny of actuaries CSO task
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House Bill No. 5931 (H 1) as anmended June 9, 2004

force fromthe valuation basic nortality table devel oped by the
soci ety of actuaries individual |ife insurance valuation
nortality task force and adopted by the NAIC in Decenber 2002.

Unl ess the context indicates otherw se, the 2001 CSO nortality
tabl e includes both the ultimate formof that table and the
select and ultimate formof that table and includes both the
snoker and nonsnoker nortality tables and the conposite nortality
tables. It also includes both the age-nearest-birthday and

age-l ast-birthday bases of the nortality tables.

(b) "2001 CSO nortality table (F)" nmeans that nortality table
consisting of the rates of nortality for female |ives fromthe
2001 CSO nortality table.

(c) "2001 CSO nortality table (M" nmeans that nortality table
consisting of the rates of nortality for male lives fromthe 2001
CSO nortality table.

(d) "Conposite nortality tables" neans nortality tables with
rates of nortality that do not distinguish between snokers and
nonsnokers.

(e) "NAIC' neans the national association of insurance
conmi Ssi oners.

(f) "Snoker and nonsnoker nortality tables" neans nortality
tables with separate rates of nortality for snokers and
nonsnokers.

(2) In addition to the other requirenents of this act, a life
i nsurer shall use appendi x A-830 of the NAIC accounting practices
and procedures nmanual for the valuation of life insurance

p?liﬁies. Any suppl enents[, replacenents,] or changes to appendi x A-830
of the

H05917' 03 (H- 1) DKH
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House Bill No. 5931 (H 1) as anmended June 9, 2004

NAI C accounting practices and procedures nanua

by the NAIC shall [only take effect if] adopted by the conm ssioner by

rul es

that are adopted

promul gated pursuant to the adm nistrative procedures act of

1969, 1969 PA 306, MCL 24.201 to 24.328.

Thi s section does not

expand the applicability of appendi x A-830 of the NAIC accounting

practices and procedures nmanual to include life insurance

policies [otherw se exenpt under ] appendi x A-830 of the NAIC

accounting practices and procedures nanual .

(3) At the election of an insurer for each plan of

i nsurance

and subject to this section, the 2001 CSO nortality table may be

used as the mnimum standard for policies issued on or after

2009 to which sections

January 1, 2004 and before January 1,

834(1) (1) and 4060(5)(f) are applicabl e.

If an insurer elects to

use the 2001 CSO nortality table, it shall do so for both

val uati on and nonforfeiture purposes.

Subj ect to this section,

the 2001 CSO nortality table shall be used in determ ning mninum

standards for policies issued on or after January 1, 2009 to

whi ch sections 834(1)(1) and 4060(5)(f) are applicable.

(4) For plans of insurance w thout separate rates for snokers

and nonsnokers, the conposite nortality tabl es shal

be used.

For each plan of insurance with separate rates for snokers and

nonsnokers, an insurer may use any of the follow ng:

(a) Conposite nortality tables to determ ne m ni mumreserve

liabilities, mninmmcash surrender val ues,

pai d-up nonforfeiture benefits.

and anopunts of

(b) Snoker and nonsnoker nortality tables to determ ne the

val uation net prem uns and additi onal

H05917' 03 (H- 1)
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House Bill No. 5931 (H 1) as anmended June 9, 2004

required by section 834 and conposite nortality tables to

determ ne the basic mninumreserve liabilities,

m ni mum cash

surrender val ues, and amounts of paid-up nonforfeiture benefits.

(c) Snoker and nonsnoker nortality tables to determ ne

mnimumreserve liabilities, m nimumcash surrender val ues,

anounts of paid-up nonforfeiture benefits.

and

(5) An insurer may, at the option of the insurer for each

pl an of insurance, use the 2001 CSO nortality table in its

ultimate or select and ultinmate formfor the purpose of

determining mnimumreserve liabilities, mninmmcash surrender

val ues, and anmounts of paid-up nonforfeiture benefits for each

pl an of i nsurance.

(6) If the 2001 CSO nortality table is the mninmmreserve

standard for any plan for an insurer, the actuarial opinion

the annual statenent filed with the conm ssi oner shall be

conpl eted pursuant to section 830a. An insurer that does

business in this state and in no other state may be exenpted from

this subsection by the comm ssioner.

[(7) In valuing life insurance policies pursuant to appendi X

in

A-830 of the NAIC accounting practices and procedures manual, al

foll ow ng apply:]

(a) I'n determning the applicability to any universal

policy, the net level reserve prem umfor the secondary guarantee

life

period is based on the ultinmate nortality rates in the 2001 CSO

nortality table.

(b) Al calculations under the contract segnentation mnethod

are made using the 2001 CSO nortality rate,

H05917' 03 (H- 1)
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optional mininmumnortality standard for deficiency reserves. The
val ue of "Qsk+«t-1" IS the valuation nortality rate for
deficiency reserves in policy year k+t, but using the unnodified
select nortality rates if nodified select nortality rates are
used in the conputation of deficiency reserves.

(c) For purposes of general calculation requirenments for
basi c reserves and prem um deficiency reserves, the 2001 CSO
nortality table is the m nimum standard for basic reserves.

(d) For purposes of general calcuation requirenents for basic
reserves and prem um deficiency reserves, the 2001 CSO nortality
table is the mnimum standard for deficiency reserves. |If select
nortality rates are used, they may be nmultiplied by X percent for
durations in the first segnment, subject to the conditions set
forth in appendi x A-830 of the NAIC accounting practices and
procedures manual. |n denonstrating conpliance with those
conditions, the denonstrations may not conbine the results of
tests that utilize the 1980 CSO nortality table with those tests
that utilize the 2001 CSO nortality table, unless the conbination
is explicitly required by regulation or is necessary to be in
conpliance with rel evant actuarial standards of practice.

(e) Wien determ ning m ninmumvalue for policies with
guar ant eed nonl evel gross prem uns or guaranteed nonl evel
benefits, other than universal life policies, the valuation
nortality table used in determ ning the tabular cost of insurance
shall be the ultinmate nortality rates in the 2001 CSO nortality
t abl e.

(f) Wien determ ning the optional exenption for yearly

H05917' 03 (H- 1) DKH
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renewabl e termreinsurance for policies with guaranteed nonlevel
gross prem unms or guaranteed nonl evel benefits, other than
universal life policies, the calculations shall use the nmaxi num
valuation interest rate and the ultimate nortality rates in the
2001 CSO nortality table.

(g) Wien determ ning the optional exenption for
at t ai ned- age- based yearly renewable termlife insurance policies
wi t h guaranteed nonl evel gross prem uns or guaranteed nonl evel
benefits, other than universal |ife policies, the cal cul ations
shal | use the maxi mum valuation interest rate and the ultimate
nortality rates in the 2001 CSO nortality table.

(h) Waen determ ning the exenption fromunitary reserves for
certain n-year renewable termlife insurance policies with
guar ant eed nonl evel gross prem uns or guaranteed nonl evel
benefits, other than universal |ife policies, the calcul ations
shall use the ultimate nortality rates in the 2001 CSO nortality
t abl e.

(i) For flexible premiumand fixed prem umuniversal life
i nsurance policies that contain provisions resulting in the
ability of a policyowner to keep a policy in force over a
secondary guarantee period, the 1-year valuation prem umfor
pur poses of identifying policies with a secondary guarantee shal
be cal culated using the ultinmate nortality rates in the 2001 CSO
nortality table.

(8) For any ordinary |ife insurance policy delivered or
issued for delivery in this state on or after January 1, 2004

that uses the sane premiumrates and charges for male and fenal e

H05917' 03 (H- 1) DKH
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lives or is issued in circunstances where applicable | aw does not
permt distinctions on the basis of gender, a nortality table
that is a blend of the 2001 CSO nortality table (M and the 2001
CSO nortality table (F) may, at the option of the insurer for
each plan of insurance, be substituted for the 2001 CSO nortality
table for use in determ ning m ni mum cash surrender val ue and
anounts of paid-up nonforfeiture benefits. No change in m ni mum
val uation standards is inplied by this subsection.

(9) In determning mninumreserve liabilities and
nonforfeiture benefits, an insurer nmay choose from anong the
bl ended tabl es devel oped by the Anmerican acadeny of actuaries CSO
task force and adopted by the NAIC in Decenber 2002.

(10) It is not, by itself, a violation of chapter 20 for an
insurer to issue the sane kind of policy of life insurance on
both a sex-distinct and sex-neutral basis.

Sec. 4060. (1) This section shall be known as the standard
nonforfeiture law for life insurance and shall apply to life
i nsurance contracts except as otherw se provided in section 4061
for universal life insurance contracts.

(2) For policies issued on and after the operative date of
this section, as defined in subsection (10), a policy of life
i nsurance, except as stated in subsection (9), shall not be
delivered or issued for delivery in this state unless it contains
i n substance the foll ow ng provisions, or corresponding
provisions that in the opinion of the comm ssioner are at | east
as favorable to the defaulting or surrendering policyhol der as

are the mninmumrequirenents specified in this subsection and are

H05917' 03 (H- 1) DKH
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essentially in conpliance with subsection (8):

(a) That in the event of default in a prem um paynent, the
conpany wi Il grant, upon proper request not |ater than 60 days
after the due date of the premumin default, a paid-up
nonforfeiture benefit on a plan stipulated in the policy,
effective as of that due date, of an anobunt as specified in this
section. In lieu of the stipulated paid-up nonforfeiture
benefit, the conpany nmay substitute, upon proper request not
| ater than 60 days after the due date of the premumin default,
an actuarially equivalent alternative paid-up nonforfeiture
benefit that provides a greater anount or |onger period of death
benefits or, if applicable, a greater amount or earlier paynent
of endowrent benefits.

(b) That upon surrender of the policy within 60 days after
the due date of a prem um paynent in default, after prem uns have
been paid for not less than 3 full years in the case of ordinary
i nsurance or 5 full years in the case of industrial insurance,
the conpany will pay, in place of any paid-up nonforfeiture
benefit, a cash surrender value of an anmount specified in this
section.

(c) That a specified paid-up nonforfeiture benefit shal
becone effective as specified in the policy unless the person
entitled to make the el ection el ects another avail able option not
| ater than 60 days after the due date of the premumin default.

(d) That if the policy has becone paid up by conpl etion of
all prem um paynents or if it is continued under any paid-up

nonforfeiture benefit which becane effective on or after the
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third policy anniversary in the case of ordinary insurance or the
fifth policy anniversary in the case of industrial insurance, the
conpany w Il pay, upon surrender of the policy within 30 days
after any policy anniversary, a cash surrender val ue of an anount
specified in this section.

(e) That for policies that cause on a basis guaranteed in the
policy unschedul ed changes in benefits or prem uns, or that
provide an option for changes in benefits or prem uns other than
a change to a new policy, a statenent of the nortality tabl e,
interest rate, and nethod used in cal cul ating cash surrender

val ues and the paid-up nonforfeiture benefits avail able under the

policy.
For all other policies, a statenent of the nortality table
and interest rate used in calculating the cash surrender val ues

and the paid-up nonforfeiture benefits avail able under the
policy, together with a table showi ng the cash surrender val ue,
if any, and paid-up nonforfeiture benefit, if any, available
under the policy on each policy anniversary either during the
first 20 policy years or during the termof the policy, whichever
is shorter. The values and benefits shall be cal cul ated upon the
assunption that there are no dividends or paid-up additions
credited to the policy and that there is no indebtedness to the
conpany on the policy.

(f) A statenent that the cash surrender values and the
pai d-up nonforfeiture benefits avail able under the policy are not
| ess than the m ni mum val ues and benefits required by or pursuant

to the insurance | aw of the state in which the policy is
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delivered; an explanation of the manner in which the cash
surrender val ues and the paid-up nonforfeiture benefits are
altered by the existence of any paid-up additions credited to the
policy or any indebtedness to the conpany on the policy; if a
detail ed statenment of the nethod of conputation of the values and
benefits shown in the policy is not stated in the policy, a
statenent that the method of conputation has been filed with the
i nsurance supervisory official of the state in which the policy
is delivered; and a statenent of the nmethod to be used in
cal cul ating the cash surrender value and pai d-up nonforfeiture
benefit avail abl e under the policy on any policy anniversary
beyond the | ast anniversary for which the values and benefits are
consecutively shown in the policy.

Subdi visions (a) to (f) or portions of those subdivisions not
appl i cable by reason of the plan of insurance, to the extent
i nappl i cable, may be omtted fromthe policy.

The conpany shall reserve the right to defer the paynment of
any cash surrender value for a period of 6 nonths after denmand
for the paynent with surrender of the policy.

(3) Any cash surrender value avail able under the policy in
the event of default in a prem um paynent due on any policy
anni versary, whether or not required by subsection (2), shall be
an armount not |less than the excess, if any, of the present val ue,
on the anniversary, of the future guaranteed benefits that woul d
have been provided for by the policy, including any existing
pai d-up additions, if there had been no default, over the sum of

the then present value of the adjusted prem uns as defined in
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subsection (5), corresponding to prem uns that would have fallen
due on and after the anniversary, and the anount of any
i ndebt edness to the conmpany on the policy. However, for any
policy issued on or after the operative date of paragraphs 9 to
19 of subsection (5) that provides supplenental life insurance or
annuity benefits at the option of the insured and for an
identifiable additional prem umby rider or supplenental policy
provi sion, the cash surrender val ue shall be an anmpbunt not |ess
than the sum of the cash surrender value for an otherw se sim|ar
policy issued at the sane age without the rider or supplenental
policy provision and the cash surrender value for a policy that
provi des only the benefits otherw se provided by the rider or
suppl erent al policy provision.

For any famly policy issued on or after the operative date
of paragraphs 9 to 19 of subsection (5) that defines a primary
i nsured and provides terminsurance on the life of the spouse of
the primary insured expiring before the spouse's age 71, the cash
surrender value shall be an anmpbunt not |ess than the sum of the
cash surrender value for an otherwise simlar policy issued at
t he sane age without the terminsurance on the life of the spouse
and the cash surrender value for a policy that provides only the
benefits otherw se provided by the terminsurance on the life of
t he spouse.

Any cash surrender value available within 30 days after a
policy anniversary under a policy paid up by conpletion of all
prem um paynents or a policy continued under a paid-up

nonforfeiture benefit, whether or not required by subsection (2),
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shall be an ampunt not |ess than the present value, on the
anni versary, of the future guaranteed benefits provided for by
the policy, including any existing paid-up additions, decreased
by any i ndebtedness to the conpany on the policy.

(4) Any paid-up nonforfeiture benefit avail able under the
policy in the event of default in a prem um paynent due on a
policy anniversary shall be such that its present value as of the
anni versary shall at |east equal the cash surrender val ue then
provi ded for by the policy or, if none is provided for, that cash
surrender value that woul d have been required by this section in
t he absence of the condition that prem uns shall have been paid
for at | east a specified period.

(5) Paragraphs 1 to 8 of this subsection shall not apply to
policies issued on or after the operative date of paragraphs 9 to
19 as defined in paragraph 19. Except as provided in the third
par agraph of this subsection, the adjusted premiuns for a policy
shal | be cal cul ated on an annual basis and shall be a uniform
percentage of the respective prem uns specified in the policy for
each policy year, excluding any extra prem uns charged because of
i mpai rments or special hazards, so that the present value, at the
date of issue of the policy, of all the adjusted prem uns equals
the sumof (1) the then present value of the future guaranteed
benefits provided for by the policy; (I1) 2% of the anount of
i nsurance, if the insurance is uniformin anount, or of the
equi val ent uni form amount, as hereinafter defined, if the anmount
of insurance varies with duration of the policy; (I1l11) 40% of the

adjusted premumfor the first policy year; (1V) 25% of either
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the adjusted premumfor the first policy year or the adjusted
premumfor a whole |life policy of the sane uniformor equival ent
uni formanmount with uniformpremuns for the whole of |ife issued
at the sane age for the sanme anount of insurance, whichever is
less. In applying the percentages specified initens (I11) and
(I'V) above, an adjusted prem um shall not be considered to exceed
4% of the ampunt of insurance or uniform anmount equi val ent
thereto. The date of issue of a policy for the purpose of this
subsection shall be the date as of which the rated age of the
i nsured i s determ ned.

In the case of a policy providing an anount of insurance
varying with duration of the policy, the equivalent uniform
anount of the policy for the purpose of this subsection shall be
considered to be the uniformanount of insurance provided by an
otherwi se simlar policy, containing the same endowrent benefit
or benefits, if any, issued at the sanme age and for the sane
term the anmobunt of which does not vary with duration and the
benefits under which have the sanme present value at the date of
i ssue as the benefits under the policy. However, in the case of
a policy providing a varying anount of insurance issued on the
life of a child under age 10, the equival ent uniform anount nmay
be conputed as though the anount of insurance provided by the
policy before the attai nment of age 10 were the ampunt provided
by the policy at age 10.

The adjusted premuns for a policy providing terminsurance
benefits by rider or supplenental policy provision shall be equa

to (a) the adjusted prem uns for an otherwi se simlar policy
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i ssued at the same age without the terminsurance benefits,
i ncreased, during the period for which premuns for the term
i nsurance benefits are payable, by (b) the adjusted prem uns for
that terminsurance. |Itens (a) and (b) shall be cal cul ated
separately and as specified in the first 2 paragraphs of this
subsection. However, for the purposes of itens (I11), (lIl), and
(I'V) of the first paragraph of this subsection, the anount of
i nsurance or equival ent uni form anount of insurance used in the
calculation of the adjusted premuns referred to in (b) shall be
equal to the excess of the correspondi ng anount determ ned for
the entire policy over the anpunt used in the cal culation of the
adjusted premiuns in (a).

Except as otherw se provided in paragraph 5 of this
subsection, for all policies of ordinary insurance, all adjusted
prem uns and present values referred to in this section shall be
cal cul ated on the basis of the conm ssioners 1941 standard
ordinary nortality table. For a category of ordinary insurance
i ssued on fenal e risks, adjusted prem uns and present val ues may
be cal cul ated according to an age not nore than 3 years younger
than the actual age of the insured. Except as otherw se provided
in paragraph 7 of this subsection, the cal culations for al
policies of industrial insurance shall be made on the basis of
the 1941 standard industrial nortality table. Al calculations
shall be nade on the basis of the rate of interest, not exceeding
3-1/ 2% per annum specified in the policy for calculating cash
surrender val ues and pai d-up nonforfeiture benefits. 1In

calculating the present value of any paid-up terminsurance with
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acconpanyi ng pure endowrent, if any, offered as a nonforfeiture
benefit, the rates of nortality assuned nmay be not nore than 130%
of the rates of nortality according to the applicable table. For
i nsurance issued on a substandard basis, the cal cul ation of
adj usted prem uns and present val ues may be based on anot her
table of nortality as specified by the conpany and approved by
t he conmi ssi oner.

For ordinary policies issued on or after the operative date
of this paragraph, as defined in paragraph 6, all adjusted
prem uns and present values referred to in this section shall be
cal cul ated on the basis of the conm ssioners 1958 standard
ordinary nortality table and the rate of interest specified in
the policy for cal cul ati ng cash surrender val ues and pai d-up
nonforfeiture benefits. However, the rate of interest shall not
exceed 3-1/2% per annum except that a rate of interest not
exceedi ng 4% per annum nmay be used for policies issued on or
after Cctober 21, 1974, and before Cctober 1, 1980, and a rate of
i nterest not exceeding 5-1/2% per annum nmay be used for policies
i ssued on or after Cctober 1, 1980. For a category of ordinary
i nsurance issued on fermale risks, adjusted prem uns and present
val ues may be cal cul ated according to an age not nore than 6
years younger than the actual age of the insured. |In calculating
t he present value of a paid-up terminsurance with acconpanyi ng
pure endowrent, if any, offered as a nonforfeiture benefit, the
rates of nortality assuned nay be not nore than those shown in
t he commi ssioners 1958 extended terminsurance table. For

i nsurance i ssued on a substandard basis, the cal cul ati on of
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adj usted prem uns and present val ues may be based on anot her
table of nortality as specified by the conpany and approved by
t he conm ssi oner.

After May 23, 1960, any conpany nmay file with the
conmi ssioner a witten notice of its election to invoke the
provi sions of paragraph 5 after a specified date before January
1, 1966. After the filing of the notice, then on the specified
date, that shall be the operative date for the conpany, paragraph
5 shall becone operative with respect to the ordinary policies
i ssued by the conpany and bearing a date of issue that is the
sanme as or later than the specified date. |If a conpany does not
make an el ection, the operative date of paragraph 5 for the
conpany shall be January 1, 1966.

For industrial policies issued on or after the operative date
of this paragraph, as defined in paragraph 8, all adjusted
prem uns and present values referred to in this section shall be
cal cul ated on the basis of the conm ssioners 1961 standard
industrial nortality table and the rate of interest specified in
the policy for cal cul ati ng cash surrender val ues and pai d-up
nonforfeiture benefits. However, the rate of interest shall not
exceed 3-1/2% per annum except that a rate of interest not
exceedi ng 4% per annum nmay be used for policies issued on or
after Cctober 21, 1974, and before Cctober 1, 1980, and a rate of
i nterest not exceeding 5-1/2% per annum may be used for policies
i ssued on or after Cctober 1, 1980. 1In calculating the present
val ue of paid-up terminsurance with acconpanyi ng pure endowrent,

if any, offered as a nonforfeiture benefit, the rates of
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nortality assumed may be not nore than those shown in the
conmi ssioners 1961 industrial extended terminsurance table. For
i nsurance issued on a substandard basis, the cal cul ation of
adj usted prem uns and present val ues may be based on anot her
table of nortality as specified by the conpany and approved by
t he conm ssi oner.

After May 23, 1969, a conpany may file with the commi ssioner
a witten notice of its election to invoke the provisions of
paragraph 7 after a specified date before January 1, 1968. After
the filing of the notice, then on the specified date, which shal
be the operative date for the conpany, paragraph 7 shall becone
operative with respect to the industrial policies issued by the
conpany and that bear a date of issue the sane as or later than
the specified date. |f a conpany does not nmake an el ection, the
operative date of paragraph 7 for the conpany shall be January 1,
1968.

Paragraphs 9 to 19 shall apply to all policies issued on or
after the operative date of those paragraphs as defined in
paragraph 19. Except as provided in paragraph 15, the adjusted
prem uns for any policy shall be cal cul ated on an annual basis
and shall be a uniform percentage of the respective prem uns
specified in the policy for each policy year, excluding anounts
payabl e as extra prem uns to cover inpairnents or special hazards
and al so excl udi ng any uniform annual contract charge or policy
fee specified in the policy in a statenent of the nmethod to be
used in calculating the cash surrender val ues and pai d-up

nonforfeiture benefits, so that the present value, at the date of
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i ssue of the policy, of all adjusted prem uns shall be equal to
the sumof (i) the then present value of the future guaranteed
benefits provided for by the policy; (ii) 1% of either the anount
of insurance, if the insurance be uniformin anount, or the
aver age anount of insurance at the beginning of each of the first
10 policy years; and (iii) 125% of the nonforfeiture net |eve
prem um as defined in this subsection. However, in applying the
percent age specified in (iii), the nonforfeiture net |eve
prem um shal |l not be deened to exceed 4% of either the anount of
insurance, if the insurance is uniformin anmount, or the average
amount of insurance at the beginning of each of the first 10
policy years. The date of issue of a policy for the purpose of
this subsection shall be the date as of which the rated age of
the insured is determ ned.

The nonforfeiture net |evel premumshall be equal to the
present value, at the date of issue of the policy, of the
guar anteed benefits provided for by the policy divided by the
present value, at the date of issue of the policy, of an annuity
of 1 per annum payable on the date of issue of the policy and on
each anniversary of the policy on which a premiumfalls due.

For policies that cause on a basis guaranteed in the policy
unschedul ed changes in benefits or prem uns, or that provide an
option for changes in benefits or prem uns other than a change to
a new policy, the adjusted premuns and present values initially
shal | be cal culated on the assunption that future benefits and
premunms will not change fromthose stipulated at the date of

i ssue of the policy. At the tinme of a change in the benefits or
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prem uns, the future adjusted prem uns, nonforfeiture net |evel
prem uns, and present val ues shall be recal cul ated on the
assunption that future benefits and premuns will not change from
those stipulated by the policy inmediately after the change.

Except as ot herw se provided in paragraph 15 of this
subsection, the recal culated future adjusted prem uns shall be a
uni form percentage of the respective future prem uns specified in
the policy for each policy year, excluding anbunts payabl e as
extra premuns to cover inpairnments and special hazards and
excl udi ng any uni form annual contract charge or policy fee
specified in the policy in a statenment of the nethod to be used
in calculating the cash surrender val ues and pai d-up
nonforfeiture benefits, so that the present value, at the tine of
change to the newy defined benefits or premuns, of all such
future adjusted prem uns shall be equal to the excess of the sum
of the then present value of the then future guaranteed benefits
provided for by the policy and the additional expense all owance,
if any, over the then cash surrender value, if any, or present
val ue of any paid-up nonforfeiture benefit under the policy.

The additional expense allowance, at the tinme of the change
to the newy defined benefits or premuns, shall be the sumof 1%
of the excess, if positive, of the average anmount of insurance at
t he begi nning of each of the first 10 policy years after the
change over the average anmpbunt of insurance before the change at
t he begi nning of each of the first 10 policy years after the tine
of the nobst recent previous change, or, if there has been no

previ ous change, the date of issue of the policy; and 125% of the
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increase, if positive, in the nonforfeiture net |evel prem um

The recal cul ated nonforfeiture net |evel prem umshall be
equal to the result obtained by dividing (a) by (b) where (a)
equals the sumof (i) the nonforfeiture net |evel prem um
appl i cabl e before the change tinmes the present val ue of an
annuity of 1 per annum payabl e on each anniversary of the policy
on or after the date of the change on which a prem um woul d have
fall en due had the change not occurred; and (ii) the present
value of the increase in future guaranteed benefits provided for
by the policy, and (b) equals the present value of an annuity of
1 per annum payabl e on each anniversary of the policy on or after
the date of change on which a premumfalls due.

Not wi t hst andi ng any ot her provisions of this subsection to
the contrary, for a policy issued on a substandard basis that
provi des reduced graded anounts of insurance so that, in each
policy year, the policy has the sane tabular nortality cost as an
otherwise simlar policy issued on the standard basis that
provi des hi gher uniform anounts of insurance, adjusted prem uns
and present values for the substandard policy nay be cal cul at ed
as if it were issued to provide the higher uniform anmunts of
i nsurance on the standard basis.

Al'l adjusted prem uns and present values referred to in this
section for all policies of ordinary insurance shall be
cal cul ated on the basis of the comm ssioners 1980 standard
ordinary nortality table or, at the election of the conpany for
any 1 or nore specified plans of life insurance, the

conm ssioners 1980 standard ordinary nortality table with 10-year
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select nortality factors. Al adjusted prem uns and present
values referred to in this section for all policies of industria
i nsurance shall be calculated on the basis of the conm ssioners
1961 standard industrial nortality table. All adjusted prem uns
and present values referred to in this section for all policies
issued in a particular cal endar year shall be calculated on the
basis of a rate of interest not exceeding the nonforfeiture
interest rate as defined in this subsection for policies issued
in that cal endar year. However:

(a) At the option of the conpany, calculations for al
policies issued in a particular cal endar year may be nmade on the
basis of a rate of interest not exceeding the nonforfeiture
interest rate, as defined in this subsection, for policies issued
in the i mMmedi ately precedi ng cal endar year.

(b) Under any paid-up nonforfeiture benefit, including any
pai d-up di vi dend additions, any cash surrender val ue avail abl e,
whet her or not required by subsection (2), shall be cal cul ated on
the basis of the nortality table and rate of interest used in
determi ning the anount of that paid-up nonforfeiture benefit and
pai d-up dividend additions, if any.

(c) A conmpany may cal cul ate the anobunt of any guaranteed
pai d-up nonforfeiture benefit, including any paid-up additions,
under the policy on the basis of an interest rate no | ower than

that specified in the policy for calculating cash surrender

val ues.
(d) I'n calculating the present value of any paid-up term
i nsurance with acconpanyi ng pure endownent, if any, offered as a
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nonforfeiture benefit, the rates of nortality assuned nay be not
nore than those shown in the conm ssioners 1980 extended term
i nsurance table for policies of ordinary insurance and not nore
t han the comm ssioners 1961 industrial extended terminsurance
tabl e for policies of industrial insurance.

(e) For insurance issued on a substandard basis, the
cal cul ation of adjusted prem uns and present val ues nay be based
on appropriate nodifications of the tables provided in
subdi vision (d).

(f) Any ordinary nortality tables, adopted after 1980 by the
nati onal association of insurance conm ssioners, that are
approved by a rule pronul gated by the conm ssioner for use in
determi ning the mnimum nonforfeiture standard or as provided
under section 838 may be substituted for the conm ssioners 1980
standard ordinary nortality table with or w thout 10-year sel ect
nortality factors or for the comm ssioners 1980 extended term
i nsurance table.

(g) Any industrial nortality tables, adopted after 1980 by
t he nati onal association of insurance conm ssioners, that are
approved by a rule promul gated by the conm ssioner for use in
determining the m nimum nonforfeiture standard may be substituted
for the comm ssioners 1961 standard industrial nortality table or
t he commi ssioners 1961 industrial extended terminsurance table.

The nonforfeiture interest rate per annum for any policy
issued in a particular calendar year shall be equal to 125% of
t he cal endar year statutory valuation interest rate for such

policy as defined in the standard valuation |law, rounded to the
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nearest 0.25%

Not wi t hst andi ng any other provision in this act to the
contrary, any refiling of nonforfeiture values or their nmethods
of conputation for any previously approved policy formthat
i nvol ves only a change in the interest rate or nortality table
used to conmpute nonforfeiture values shall not require refiling
of any other provisions of that policy form

After July 10, 1982, any conpany may file with the
conmi ssioner a witten notice of its election to conply with
paragraphs 9 to 19 of this subsection at a specified date before
January 1, 1989, which shall be the operative date of those
par agraphs for that conpany. |f a conpany mekes no el ection, the
operative date of paragraphs 9 to 19 of this subsection for the
conpany shall be January 1, 1989.

(6) For any plan of life insurance that provides for future
prem um determ nation, the anounts of which are to be determ ned
by the insurance conpany based on then estinmates of future
experience, or for any plan of life insurance that is of such a
nature that m ni mum val ues cannot be determ ned by the nethods
descri bed in subsections (2) to (5):

(a) The comm ssioner nust be satisfied that the benefits
provi ded under the plan are substantially as favorable to
pol i cyhol ders and i nsureds as the m ninum benefits otherw se
required by subsections (2) to (5).

(b) The comm ssioner nust be satisfied that the benefits and
the pattern of prem uns of that plan are not misleading to

prospective policyhol ders or insureds.
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(c) The cash surrender values and paid-up nonforfeiture
benefits provided by the plan nmust not be | ess than the nmi ni num
val ues and benefits required for the plan conputed by a nethod
consistent with the principles of this section, as determ ned by
rul es pronul gated by the conm ssioner.

(7) Any cash surrender value and paid-up nonforfeiture
benefit, avail able under the policy in the event of default in a
prem um payment due at a tinme other than on the policy
anni versary, shall be calculated with allowance for the | apse of
time and the paynent of fractional prem unms beyond the | ast
precedi ng policy anniversary. Al values referred to in
subsections (3), (4), and (5) may be cal cul ated on the assunption
that a death benefit is payable at the end of the policy year of
death. The net val ue of any paid-up additions, other than
pai d-up term additions, shall be not |ess than the anobunts used
to provide the additions. Notw thstandi ng subsection (3),
addi ti onal benefits payable in any of the follow ng ways, and
premuns for all these additional benefits, shall be disregarded
in ascertaining cash surrender values and nonforfeiture benefits
required by this section, and the additional benefits shall not
be required to be included in any paid-up nonforfeiture
benefits:

(a) In the event of death or disnmenbernent by acci dent or
acci dental neans.

(b) I'n the event of total and pernmanent disability.

(c) As reversionary annuity or deferred reversionary annuity

benefits.
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(d) As terminsurance benefits provided by a rider or
suppl emrental policy provision to which, if issued as a separate
policy, this section would not apply.

(e) As terminsurance on the Iife of a child or on the lives
of children provided in a policy on the life of a parent of the
child, if the terminsurance expires before the child s age is
26, is uniformin anount after the child's age is 1, and has not
beconme pai d-up by reason of the death of a parent of the child.

(f) As other policy benefits additional to Iife insurance and
endowrent benefits.

(8) This subsection shall apply to all policies issued on or
after January 1, 1986. Any cash surrender val ue avail abl e under
the policy in the event of default in a prem um paynent due on
any policy anniversary shall be in an anmount that does not differ
by nore than 0.2% of either the anobunt of insurance, if the
insurance is uniformin anount, or the average anount of
i nsurance at the begi nning of each of the first 10 policy years
fromthe sumof (a) the greater of zero and the basic cash val ue
as specified in this subsection and (b) the present val ue of any
exi sting paid-up additions |ess the anbunt of any indebtedness to
t he conpany under the policy.

The basic cash val ue shall be equal to the present val ue on
such anniversary of the future guaranteed benefits that would
have been provided for by the policy, excluding any existing
pai d-up addi ti ons and before deduction of any indebtedness to the
conpany, if there had been no default |ess the then present val ue

of the nonforfeiture factors, as defined in this subsecti on,

H05917' 03 (H- 1) DKH



© 00 N o o0~ wWw N P

N N N N N N NN P P R R R R R R P
N~ o o M WON P O © 00N OO0~ WDN P O

36
corresponding to prem uns that woul d have fallen due on and after
such anniversary. However, the effects on the basic cash val ue
of supplenental life insurance or annuity benefits or of famly
coverage shall be the sanme as are the effects specified in
subsection (3) or (5), whichever is applicable, on the cash
surrender val ues.

The nonforfeiture factor for each policy year shall be an
anount equal to a percentage of the adjusted prem umfor the
policy year, as defined in paragraphs 1 to 4 of subsection (5) or
paragraphs 9 to 19 of subsection (5), whichever is applicable.
The nonforfeiture factor:

(a) Must be the same percentage for each policy year between
t he second policy anniversary and the later of the fifth policy
anni versary and the first policy anniversary at which there is
avai |l abl e under the policy a cash surrender value in an anount,
before including any paid-up additions and before deducting any
i ndebt edness, of at |east 0.2% of either the ampunt of insurance,
if the insurance is uniformin anmount, or the average anount of
i nsurance at the beginning of each of the first 10 policy years.

(b) Must be such that no percentage after the later of the 2
policy anniversaries specified in subdivision (a) my apply to
fewer than 5 consecutive policy years.

However, the basic cash value may not be | ess than the val ue
that would be obtained if the adjusted premuns for the policy,
as defined in paragraphs 1 to 4 or paragraphs 9 to 19 of
subsection (5), whichever is applicable, were substituted for the

nonforfeiture factors in the cal culation of the basic cash
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val ue.

Al'l adjusted prem unms and present values referred to in this
subsection shall be calculated for a particular policy on the
sanme nortality and interest bases as are used in denpnstrating
the policy's conpliance with the other subsections of this
section. The cash surrender values referred to in this
subsection shall include any endowrent benefits provided for by
t he poli cy.

Any cash surrender val ue available other than in the event of
default in a prem um paynent due on a policy anniversary and the
anount of any paid-up nonforfeiture benefit avail abl e under the
policy in the event of default in a prem um paynment shall be
determ ned in manners consistent with the manners specified for
determ ni ng the anal ogous m ni nrum anounts in subsections (2),
(3), (4), and (7) and paragraphs 9 to 19 of subsection (5). The
anounts of any cash surrender val ues and of any paid-up
nonforfeiture benefits granted in connection with additiona
benefits such as those listed in subsection (7) shall conform
with the principles of this subsection.

(9) This section does not apply to any of the foll ow ng:

(a) Reinsurance.

(b) Goup insurance.

(c) Pure endowrent.

(d) Annuity or reversionary annuity contract.

(e) Atermpolicy of uniformanount, which provides no
guar anteed nonforfeiture or endowrent benefits, or renewal

t hereof, of 20 years or |ess expiring before age 71, for which
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uni form prem uns are payable during the entire termof the
poli cy.

(f) Atermpolicy of decreasing anmount, which provides no
guar anteed nonforfeiture or endowrent benefits, on which each
adj usted prem um cal cul ated as specified in subsection (5), is
| ess than the adjusted prem umso calculated, on a termpolicy of
uni form anount, or renewal thereof, which provides no guaranteed
nonforfeiture or endowrent benefits, issued at the sanme age and
for the sanme initial amount of insurance and for a termof 20
years or less expiring before age 71, for which uniform prem uns
are payable during the entire termof the policy.

(g) A policy, which provides no guaranteed nonforfeiture or
endowrent benefits, for which no cash surrender value, if any, or
present value of any paid-up nonforfeiture benefit, at the
begi nning of any policy year, calculated as specified in
subsections (3) to (5), exceeds 2.5% of the anmount of insurance
at the beginning of the same policy year.

(h) A policy that shall be delivered outside this state
t hrough an agent or other representative of the conpany issuing
t he poli cy.

For purposes of determning the applicability of this
section, the age at expiry for a joint termlife insurance policy
shall be the age at expiry of the ol dest life.

(10) After July 30, 1943, a conpany may file with the
conmmi ssioner a witten notice of its election to conmply with this
section after a specified date before January 1, 1948. After the

filing of the notice, then on the specified date, which shall be
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the operative date for the conpany, this section shall becone

operative with respect to the policies thereafter

conpany. |If a conpany does not make an el ection,

i ssued by the

the operative

date of this section for the conpany shall be January 1, 1948.
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