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BY T H E  L A B O R  A N D
IN T H E  H O U S E  C O M M E R C E  C O M M I T T E E

H O U S E  B I L L  NO. 373 

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

For an Ac t  e n t i t l e d :  "An A c t  r e l a t i n g  to n o n f o r f e i t u r e  b e n e f i t s  o f  life

i n s u r a n c e  p o l i c i e s  a n d  r e s e r v e  v a l u a t i o n  s t a n d a r d s  

for l ife i n s u r a n c e  p o l i c i e s  a n d  a n n u i t y  contr ac t s ; 

and p r o v i d i n g  f o r  an  e f f e c t i v e  date."

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. A S  2 1 . 1 8 . 1 1 0 ( b )  is a m e n d e d  to read:

(b) T h i s  s u b s e c t i o n  a p p l i e s  to o n l y  t h o s e  p o l i c i e s  a nd  c o n t r a c t s 

i s s u e d  on or a f t e r  the o p e r a t i v e  da t e  o f  AS 2 1 . 4 5 . 3 0 0  e x c e p t  as o t h e r­

w i s e  p r o v i d e d  in (c) o f  this s e c t i o n  a n d  (6) of this s u b s e c t i o n  for 

g r o u p  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s  i s s u e d  b e f o r e  that o p e r a­

tive date:

(1) Exc e p t as o t h e r w i s e  p r o v i d e d  in (c) of this s e c t i o n  a nd

(6) o f  this s u b s e c t i o n ,  the m i n i m u m  s t a n d a r d  for the v a l u a t i o n  of all 

t h e s e  p o l i c i e s  and c o n t r a c t s  s h a l l  b e  the c o m m i s s i o n e r ' s  r e s e r v e s  

v a l u a t ion m e t h o d s  [ C O M M I S S I O N E R ' S  R E S E R V E S  V A L U A T I O N  M E T H O D S ]  d e f i n e d  

in (b)(2), (5) and (8) o f  thi s  s e c t i o n ,  t h r e e  and o n e - h a l f  p e r c e n t  

i n t e r e s t ,  or i n  the c a s e  o f  p o l i c i e s  a n d  c o n t r a c t s ,  o t h e r  t h a n  a n n u i t y  

a n d  p u r e  e n d o w m e n t  c o n t r a c t s ,  i s s u e d  o n  o r  a f t e r  J u l y  1, 1978, five 

a n d  o n e - h a l f  p e r c e n t  i n t e r e s t  for s i n g l e  p r e m i u m  life i n s u r a n c e  

p o l i c i e s  a n d  four a n d  o n e - h a l f  p e r c e n t  i n t e r e s t  for al l  o t h e r  

p o l i c i e s ,  a n d  the f o l l o w i n g  tables:

(A) f o r  all o r d i n a r y  p o l i c i e s  of life i n s u r a n c e  i s s u e d  

o n  the s t a n d a r d  ba s i s ,  e x c l u d i n g  d i s a b i l i t y  a n d  a c c i d e n t a l  d e a t h  

b e n e f i t s  in the p o l i c i e s  -- t h e C o m m i s s i o n e r ' s  1958 S t a n d a r d
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O r d i n a r y  M o r t a l i t y  Ta b l e ,  for p o l i c i e s  i s s u e d  b e f o r e  the o p e r a­

tive date o f  A S  2 1 . 4 5 . 3 0 0  (k) , o f  the S t a n d a r d  N o n f o r f e i t u r e  L a w  

tor L i f e  I n s u r a n c e  as a m e nded, e:;cept that for a c a t e g o r y  of 

p o l i c i e s  i s s u e d  o n  f e m a l e  risks, a l l  m o d i f i e d  n e t  p r e m i u m s  and 

p r e s e n t  v a l u e s ,  r e f e r r e d  to in (b)(2) o f  thi s  s e c t i o n  m a y  be 

c a l c u l a t e d  a c c o r d i n g  to an age n o t  m o r e  t h a n  si x  y e a r s  y o u n g e r  

t h a n  the a c t u a l  age o f  the insured; a n d  for p o l i c i e s  i s s u e d  o n  or 

a f t e r  th e  o p e r a t i v e  d ate of AS 2 1 . 4 5 . 3 0 0 (k) o f  the S t a n d a r d  

N o n f o r f e i t u r e  L a w  for L i f e  I n s u r a n c e  as a m e n d e d

(i) the C o m m i s s i o n e r ' s  1 98 0  S t a n d a r d  O r d i n a r y  

M o r t a l i t y  Table, or

(ii) at the e l e c t i o n  o f  the i n s u r e r  for a n y  o n e  or 

m o r e  s p e c i f i e d  p l a n s  of  life i n s u r a n c e ,  the C o m m i s s i o n e r ' s  

1980 S t a n d a r d  O r d i n a r y  M o r t a l i t y  T a b l e  w i t h  10 y e a r  Se l e c t 

M o r t a l i t y  F a c t o r s ,  or

(iii) a n y  o r d i n a r y  m o r t a l i t y  table, a d o p t e d  a fter 

1980 b y  the N a t i o n a l  A s s o c i a t i o n  of I n s u r a n c e  C o m m i s s i o n e r s ,  

that is a p p r o v e d  by r e g u l a t i o n  p r o m u l g a t e d  by the d i r e c t o r  

for u s e  in d e t e r m i n i n g  the m i n i m u m  s t a n d a r d  of v a l u a t i o n  for 

the p o l i c i e s ;

(B) for all i n d u s t r i a l  life i n s u r a n c e  p o l i c i e s  i s su e d  

on the s t a n d a r d  b a s i s ,  e x c l u d i n g  d i s a b i l i t y  an d  a c c i d e n t a l  d e a t h 

b e n e f i t s  in the p o l i c i e s  -- the 1941 S t a n d a r d  I n d u s t r i a l  

M o r t a l i t y  T a b l e  for the p o l i c i e s  i s s u e d  b e f o r e  the o p e r a t i v e  date 

of AS 2 1 . 4 5 . 3 0 0  (j ) , of the S t a n d a r d  N o n f o r f e i t u r e  L a w  f o r  L ife 

I n s u r a n c e  as a m e n d e d , an d [THE C O M M I S S I O N E R ' S  1961 S T A N D A R D  

I N D U S T R I A L  M O R T A L I T Y  TA B L E ]  for the p o l i c i e s  i s s u e d  on o r  a f t e r 

the e f f e c t i v e  [OPERA T I VE ]  d a t e  of A S  2 1 . 4 5 . 3 0 0 ( 1 )  the 

C o m m i s s i o n e r ' s  1961 S t a n d a r d  I n d u s t r i a l  M o r t a l i t y  T a b l e  o r  an y
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i n d u s t r i a l  m o r t a l i t y  t a b l e ,  a d o p t e d  a f t e r  1980 b y  t h e  N a t i o n a l  

A s s o c i a t i o n  o f  I n s u r a n c e  Connnissigners that  is a p p r o v e d  b y  

r e g u l a t i o n  p r o m u l g a t e d  b y  t h e  d i r e c t o r  for u s e  in d e t e r m i n i n g  the 

m i n i m u m  s t a n d a r d  o f  v a l u a t i o n  f o r  s u c h  p o l i c i e s ;

(C) f o r  i n d i v i d u a l  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n­

tra c t s ,  e x c l u d i n g  d i s a b i l i t y  a n d  a c c i d e n t a l  d e a t h  b e n e f i t s  i n  the 

p o l i c i e s  -- the 1937 S t a n d a r d  A n n u i t y  M o r t a l i t y  T a b l e ,  or, at the

o p t i o n  o f  the i n s u r e r ,  t h e  A n n u i t y  M o r t a l i t y  T a b l e  f o r  1949,

u l t i m a t e ,  or a n y  m o d i f i c a t i o n  o f  e i t h e r  o f  t h e s e  t a b l e s  a p p r o v e d  

b y  the d i r e c t o r ;

(D) f o r  g r o u p  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s ,

e x c l u d i n g  d i s a b i l i t y  a n d  a c c i d e n t a l  d e a t h  b e n e f i t s  i n  t h e  p o l i­

cie s  -- the G r o u p  A n n u i t y  M o r t a l i t y  T a b l e  for 1951, a n y  m o d i f i c a­

ti o n  of  the t a b l e  a p p r o v e d  b y  the d i r e c t o r ,  or, a t  t h e  o p t i o n  of 

the i n s u r e r ,  a n y  of the t a b l e s  or m o d i f i c a t i o n s  o f  t a b l e s  s p e c i­

fi e d  for i n d i v i d u a l  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s ;

(E) for t o t a l  a n d  p e r m a n e n t  d i s a b i l i t y  b e n e f i t s  in or 

s u p p l e m e n t a r y  to o r d i n a r y  p o l i c i e s  or c o n t r a c t s  t h e  t a b l e s  of 

p e r i o d  2 d i s a b l e m e n t  r a t e s  a n d  the 1930 to 195 0 t e r m i n a t i o n  r at e s  

of the 1952 d i s a b i l i t y  s t u d y  of the  s o c i e t y  o f  a c t u a r i e s ,  w i t h  

due r e g a r d  to th e  t ype o f  b e n e f i t  o r  a n y  t a b l e  o f  d i s a b l e m e n t  a n d  

t e r m i n a t i o n  r a t e s  a d o p t e d  a f t e r  198 0  b y  the N a t i o n a l  A s s o c i a t i o n  

o f i n s u r a n c e  C o m m i s s i o n e r s  that a r e a p p r o v e d  b y  r e g u l a t i o n  

a d o p t e d  b y  the d i r e c t o r  f o r  us e in d e t e r m i n i n g  t h e  m i n i m u m  s t a n­

d a r d  o f  v a l u a t i o n  for the p o l i c i e s ; the  t a b l e  s h a l l ,  f o r  a c t i v e  

liv es ,  be c o m b i n e d  w i t h  a m o r t a l i t y  t a b l e  p e r m i t t e d  f o r  c a l c u l a t­

ing the r e s e r v e s  fo r  lif e  i n s u r a n c e  p o l i c i e s ;

(F) for a c c i d e n t a l  d e a t h  b e n e f i t s  in o r  s u p p l e m e n t a r y  

to p o l i c i e s  -- the 195 9  A c c i d e n t a l  D e a t h  B e n e f i t s  T a b l e  o r  a n y
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a c c i d e n t a l  d e a t h  b e n e f i t s  t a b l e  a d o p t e d  a f t e r  1 98 0  b y  t h e

N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s  t h a t  is a p p r o v e d  

b y  r e g u l a t i o n  a d o p t e d  b y  t h e  d i r e c t o r  f o r  u s e  in d e t e r m i n i n g  th e  

m i n i m u m  s t a n d a r d  o f  v a l u a t i o n  f o r  t h e  p o l i c i e s  c o m b i n e d  w i t h  a 

m o r t a l i t y  t a b l e  p e r m i t t e d  f o r  c a l c u l a t i n g  t h e  r e s e r v e s  f o r  l i f e  

i n s u r a n c e  p o l i c i e s ;

(G) fo r  g r o u p  l i f e  i n s u r a n c e ,  l i f e  i n s u r a n c e  i s s u e d  o n  

the s u b s t a n d a r d  b a s i s  a n d  o t h e r  s p e c i a l  b e n e f i t s  -- t a b l e s  

a p p r o v e d  b y  t h e  d i r e c t o r .

(2) E x c e p t  as o t h e r w i s e  p r o v i d e d  i n  (5) a n d  (8) o f  t h i s  

s u b s e c t i o n ,  r e s e r v e s  a c c o r d i n g  to the c o m m i s s i o n e r ' s  r e s e r v e  v a l u a t i o n  

m e t h o d  [ C O M M I S S I O N E R ' S  R E S E R V E  V A L U A T I O N  M E T H O D ] ,  f o r  th e lif e  i n s u r­

a n c e  a n d  e n d o w m e n t  b e n e f i t s  of p o l i c i e s  p r o v i d i n g  f o r  a u n i f o r m  a m o u n t  

o f  i n s u r a n c e  a n d  r e q u i r i n g  the p a y m e n t  o f  u n i f o r m  p r e m i u m s ^  s h a l l  be 

th e  e x c e s s ,  if a n y ,  of the p r e s e n t  v a l u e ,  at t h e  d a t e  o f  v a l u a t i o n ,  of 

th e  f u t u r e  g u a r a n t e e d  b e n e f i t s  p r o v i d e d  f o r  b y  the p o l i c i e s ,  o v e r  the 

t h e n  p r e s e n t  v a l u e  o f  a n y  f u t u r e  m o d i f i e d  n e t  p r e m i u m s ;  the m o d i f i e d  

n e t  p r e m i u m s  f o r  the p o l i c y  s h a l l  be  t h e  u n i f o r m  p e r c e n t a g e  o f  the 

r e s p e c t i v e  c o n t r a c t  p r e m i u m s  for the b e n e f i t s  t h a t  the p r e s e n t  v a l u e ,  

at the d a t e  o f  i s s u e  o f  the p o l i c y ,  o f  a l l  t h e  m o d i f i e d  n e t  p r e m i u m s  

s h a l l  b e  e q u a l  to the s u m  o f  the t h e n  p r e s e n t  v a l u e  o f  th e  b e n e f i t s  

p r o v i d e d  f o r  b y  t h e  p o l i c y  a n d  the e x c e s s  o f  (A) o v e r  (B), as f o l l o w s :

(A) a n e t  l e v e l  a n n u a l  p r e m i u m  e q u a l  to t h e  p r e s e n t  

v a l u e ,  a t  t h e  d a t e  o f  is s u e ,  o f  th e  b e n e f i t s  p r o v i d e d  f o r  a f t e r  

the f i r s t  p o l i c y  y e a r ,  d i v i d e d  b y  t h e  p r e s e n t  v a l u e ,  at t h e  d a t e  

of i s s u e  o f  a n  a n n u i t y  o f  o n e  a y e a r  p a y a b l e  o n  the  f i r s t  an d 

e a c h  s u b s e q u e n t  a n n i v e r s a r y  o f  t h e  p o l i c y  o n  w h i c h  a p r e m i u m

f a l l s d ue; h o w e v e r ,  the n e t  l e ve l  a n n u a l  p r e m i u m  m a y  n o t  e x c e e d  

the n e t  l e v e l  a n n u a l  p r e m i u m  o n  th e  1 9 - y e a r  [19 Y EA R ]  p r e m i u m

H B  3 7 3  -4"
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w h o l e  l i f e  p l a n  fo r i n s u r a n c e  of the same a m o u n t  at an age one 

y e a r  h i g h e r  t h a n  the ag e  at i s s u e  of  the p o l i c y ;

(B) a n e t  o n e - y e a r  t e r m  p r e m i u m  f o r  the b e n e f i t s  

p r o v i d e d  fo r  in t h e  f i rs t  p o l i c y  year; n o t w i t h s t a n d i n g  this 

p a r a g r a p h ,  f o r  a lif e  i n s u r a n c e  p o l i c y  i s s u e d  on or a f t e r  

J a n u a r y  1, 1987 f o r  w h i c h  the c o n t r a c t  p r e m i u m  in the first

p o l i c y  y e a r  e x c e e d s  t h a t  of the s e c o n d  y e a r  a n d  for w h i c h  no 

c o m p a r a b l e  a d d i t i o n a l  b e n e f i t  is p r o v i d e d  in the first y e a r  for 

the e x c e s s  p r e m i u m  a n d  that p r o v i d e s  a n  e n d o w m e n t  b e n e f i t  or a 

c a s h  s u r r e n d e r  v a l u e  or a c o m b i n a t i o n  o f  t h e s e  in an a m o u n t  

g r e a t e r  than the e x c e s s  p r e m i u m ,  the r e s e r v e  a c c o r d i n g  to the 

c o m m i s s i o n e r ' s  r e s e r v e  v a l u a t i o n  m e t h o d  as o f  a p o l i c y  a n n i v e r­

sa r y  o c c u r r i n g  on  o r  b e f o r e  the a s s u m e d  e n d i n g  date, e x c e p t  as 

o t h e r w i s e  p r o v i d e d  i n  p a r a g r a p h  (5), shall b e  the g r e a t e r  of the 

r e s e r v e  as o f  the p o l i c y  a n n i v e r s a r y  c a l c u l a t e d  as d e s c r i b e d  in 

2 (A) of  thi s  s u b s e c t i o n  a n d  the r e s e r v e  as o f  the p o l i c y  a n n i v e r -  

Sciry; t h e r e s e r v e  s h a l l  be c a l c u l a t e d  as d e s c r i b e d  in 2(A) of 

this s u b s e c t i o n ,  e x c e p t

(i) the p r e s e n t  v a l u e  s h a l l  b e  r e d u c e d  by 15

p e r c e n t  of the am o u n t  of the e xc e s s  f i r s t  y e a r  premium,

(ii) all p r e s e n t  v a l u e s  of b e n e f i t s  a n d  p r e m i u m s

s h a l l be d e t e r m i n e d  w i t h o u t  r e f e r e n c e  to p r e m i u m s  or

b e n e f i t s  p r o v i d e d  for by the p o l i c y  a f t e r  the a s s u m e d  e n d i n g

d a t e ,

(iii) the p o l i c y  shall b e  a s s u m e d  to m a t u r e  o n  the

a s s u m e d  e n d i n g  date as an e n d o w m e n t , a n d

(iv) the cas h  s u r r e n d e r  v a l u e  p r o v i d e d  on  the

a s s u m e d d ate s h a l l  be c o n s i d e r e d as a n  e n d o w m e n t  b e n e f i t ;  in

m a k i n g the c o m p a r i s o n  in this s u b p a r a g r a p h  the m o r t a l i t y

-5- H B  373



a n d  i n t e r e s t  b a s e s  s t a t e d  in p a r a g r a p h s  (5) a n d  (7) o f  this

s u b s e c t i o n  a n d  s u b s e c t i o n  (c) s h a l l  b e  used; in this sub- 

p a r a g r a p h  th e  a s s u m e d  e n d i n g  d a t e  is the f i r s t  p o l i c y  a n n i­

v e r s a r y  on w h i c h  the s u m  of the e n d o w m e n t  b e n e f i t  a n d  cash 

s u r r e n d e r  v a l u e  the n  a v a i l a b l e  is g r e a t e r  t h a n  the excess 

p r e m i u m ;

(C) r e s e r v e s  a c c o r d i n g  to the c o m m i s s i o n e r ' s  r e s er v e  

v a l u a t i o n  m e t h o d  [ C O M M I S S I O N E R ' S  R E S E R V E  V A L U A T I O N  M E T H O D ]  for:

(i) life i n s u r a n c e  p o l i c i e s  p r o v i d i n g  for a 

v a r y i n g  a m o u n t  of i n s u r a n c e  o r  r e q u i r i n g  the p a y m e n t  of 

v a r y i n g  p r e m i u m s ,

(ii) g r o u p  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c ts  

p u r c h a s e d  u n d e r  a r e t i r e m e n t  p l a n  or p l a n  o f  d e f e r r e d  

c o m p e n s a t i o n ,  e s t a b l i s h e d  o r  m a i n t a i n e d  by an e m p l o y e r  

( i n c l u d i n g  a p a r t n e r s h i p  or sol e  p r o p r i e t o r s h i p )  or b y  an 

e m p l o y e e  o r g a n i z a t i o n ,  or b y  both, o t h e r  t h a n  a pla n 

p r o v i d i n g  i n d i v i d u a l  r e t i r e m e n t  a c c o u n t s  o r  i n d i v i d u a l 

r e t i r e m e n t  a n n u i t i e s  u n d e r  sec. 408 of the I n t e r n a l  Revenue  

C o d e , as amended,

(iii) d i s a b i l i t y  a n d  a c c i d e n t a l  d e a t h  b e n e f i t s  in 

a l l  p o l i c i e s  an d  c o n t r a c t s ,

(iv) all o t h e r  b e n e f i t s ,  ex c e p t life i n s u r a n c e  and 

e n d o w m e n t  b e n e f i t s  in life i n s u r a n c e  p o l i c i e s  a n d  b e n e f i t s  

p r o v i d e d  b y  all o t h e r  a n n u i t y  a n d  p u r e  e n d o w m e n t  c ontracts, 

s h a l l  be c a l c u l a t e d  by a m e t h o d  c o n s i s t e n t  w i t h  the 

p r i n c i p l e s  of (b)(2) o f  this s e c tion, e x c e p t  that an y  extra 

p r e m i u m s  c h a r g e d  b e c a u s e  o f  i m p a i r m e n t s  or s p e c i a l  h a z a r d s 

s h a l l  be d i s r e g a r d e d  in the d e t e r m i n a t i o n  o f  m o d i f i e d  net 

p r e m i u m s .



(3) In n o  e v e n t  m a y  a n  i n s u r e r ' s  a g g r e g a t e  r e s e r v e s  fo r  a l l 

l i f e  i n s u r a n c e  p o l i c i e s ,  e x c l u d i n g  d i s a b i l i t y  a n d  a c c i d e n t a l  d e a t h  

b e n e i i t s ,  b e  les s  t h a n  the a g g r e g a t e  r e s e r v e s  c a l c u l a t e d  in  a c c o r d a n c e  

w i t h  the m e t h o d s  se t  o u t  i n  (b)( 2 ) ,  (5)x  [AND] (8) a n d  (10) of t h i s

s e c t i o n ,  a n d  t h e  m o r t a l i t y  t a b l e  o r  t a b l e s  a n d  r a t e  o r  r a t e s  o f

i n t e r e s t  u s e d  in c a l c u l a t i n g  n o n f o r f e i t u r e  b e n e f i t s  f o r  s u c h  p o l i c i e s .

(4) R e s e r v e s  f o r  a n y  c a t e g o r y  o f  p o l i c i e s ,  c o n t r a c t s  o r

b e n e f i t s  as e s t a b l i s h e d  b y  t h e  d i r e c t o r ,  m a y  b e  c a l c u l a t e d  at t h e

o p t i o n  o f  th e  i n s u r e r  a c c o r d i n g  to s t a n d a r d s  w h i c h  p r o d u c e  g r e a t e r  

a g g r e g a t e  r e s e r v e s  fo r  the  c a t e g o r y  t h a n  t h o s e  c a l c u l a t e d  a c c o r d i n g  to 

the m i n i m u m  s t a n d a r d  p r o v i d e d  i n  this s e c t i o n ,  b u t  t h e  r a t e  o r  r a t e s  

of  i n t e r e s t  u s e d  f o r  p o l i c i e s  a n d  c o n t r a c t s ,  o t h e r  t h a n  a n n u i t y  a n d  

p u r e  e n d o w m e n t  c o n t r a c t s ,  m a y  n o t  b e  h i g h e r  t h a n  t h e  c o r r e s p o n d i n g  

r a t e  or r a t e s  o f  i n t e r e s t  u s e d  in c a l c u l a t i n g  n o n f o r f e i t u r e  b e n e f i t s  

p r o v i d e d  fo r  in the p o l i c y  o r  c o n t r a c t .

(3) If in a n y  c o n t r a c t  y e a r  the g r o s s  p r e m i u m  c h a r g e d  b y  a 

life i n s u r e r  o n  a p o l i c y  o r  c o n t r a c t  is l e s s  t h a n  t h e  v a l u a t i o n  n e t  

p r e m i u m  f o r the p o l i c y  or c o n t r a c t  c a l c u l a t e d  b y  t h e  m e t h o d  u s e d  in 

c a l c u l a t i n g  the r e s e r v e  on t h e  p o l i c y  or c o n t r a c t  b u t  u s i n g  the m i n i ­

m u m  v a l u a t i o n  s t a n d a r d s  o f  m o r t a l i t y  a n d  r a t e  o f  i n t e r e s t ,  the m i n i m u m  

r e s e r v e  r e q u i r e d  f o r  tha t  p o l i c y  or c o n t r a c t  s h a l l  b e  t h e  g r e a t e r  of 

e i t h e r  th e r e s e r v e  c a l c u l a t e d  a c c o r d i n g  to t h e  m o r t a l i t y  ta b le ,  r a t e  

ol' i n t e r e s t ,  a n d  m e t h o d  a c t u a l l y  u s e d  for t h e  p o l i c y  o r  c o n t r a c t ,  or 

the r e s e r v e  c a l c u l a t e d  b y  t h e  m e t h o d  a c t u a l l y  u s e d  f o r  t h e p o l i c y  or 

c o n t r a c t  b u t  u s i n g  the m i n i m u m  v a l u a t i o n  s t a n d a r d s  o f  m o r t a l i t y  a n d  

rat e o f  i n t e r e s t  a n d  r e p l a c i n g  the v a l u a t i o n  n e t  p r e m i u m  b y  the a c t u a l  

g r o s s  p r e m i u m  in e a c h  c o n t r a c t  y e a r  fo r w h i c h  t h e  v a l u a t i o n  n e t  

p r e m i u m  e x c e e d s  the a c t u a l  g r o s s  p r e m i u m .  In t h i s  p a r a g r a p h ,  the 

m i n i m u m  v a l u a t i o n  s t a n d a r d s  o f  m o r t a l i t y  a n d  r a t e  o f  i n t e r e s t  are
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t h o s e  s t a n d a r d s  r e f e r r e d  to in (C) o f  t h i s  p a r a g r a p h .  N o t w i t h s t a n d i n g  

th i s  p a r a g r a p h ,  f o r  a l i f e  i n s u r a n c e  p o l i c y  i s s u e d  o n  o r  a f t e r  

J a n u a r y  1, 1 9 8 7  for w h i c h  t h e  g r o s s  p r e m i u m  in the f i r s t  p o l i c y  y e a r  

e x c e e d s  t h a t  o f  the s e c o n d  y e a r  a n d  f o r  w h i c h  n o  c o m p a r a b l e  a d d i t i o n a l  

b e n e f i t  is p r o v i d e d  in the f i r s t  y e a r  f o r  t h e  e x c e B s  p r e m i u m  a n d  w h i c h  

p r o v i d e s  a n  e n d o w m e n t  b e n e f i t  o r  a c a s h  s u r r e n d e r  v a l u e  o r  a c o m b i n a­

ti o n  o f  t h e s e  in a n  a m o u n t  g r e a t e r  t h a n  t h e  e x c e s s  p r e m i u m  the p r o ­

v i s i o n s  o f  t h i s  p a r a g r a p h  s h a l l  b e  a p p l i e d  as if t h e  m e t h o d  u s e d  in 

c a l c u l a t i n g  t h e  r e s e r v e  for  s u c h  a p o l i c y  w e r e  the m e t h o d  d e s c r i b e d  in 

p a r a g r a p h  (2) o f  t h i s  s u b s e c t i o n ,  i g n o r i n g  the s e c o n d  p a r a g r a p h  of 

p a r a g r a p h  (2) of  t h i s  s u b s e c t i o n .  T h e  m i n i m u m  r e s e r v e  at e a c h  p o l i c y  

a n n i v e r s a r y  o f  s u c h  a p o l i c y  s h a l l  b e  t h e  g r e a t e r  o f  t h e  m i n i m u m

r e s e r v e c a l c u l a t e d  in a c c o r d a n c e  w i t h  p a r a g r a p h  (2), i n c l u d i n g  the

s e c o n d  p a r a g r a p h  of t h a t  p a r a g r a p h ,  a n d  the m i n i m u m  r e s e r v e  c a l c u l a t e d  

in a c c o r d a n c e  w i t h  t his p a r a g r a p h .

(6) E x c e p t  as p r o v i d e d  in (C) o f  this p a r a g r a p h ,  the (THE) 

m i n i m u m  s t a n d a r d  f o r  the v a l u a t i o n  of all i n d i v i d u a l  a n n u i t y  a n d  p u r e  

e n d o w m e n t  c o n t r a c t s  i s s u e d  o n  or a f t e r  t he  o p e r a t i v e  d a t e  o f  t h i s

p a r a g r a p h  a s  set o u t  in (7) o f  t his s u b s e c t i o n  a n d  f o r  a l l  a n n u i t i e s  

a n d  p u r e  e n d o w m e n t s  p u r c h a s e d  o n  or a f t e r  that d a t e  u n d e r  g r o u p  a n n u­

ity a n d  p u r e  e n d o w m e n t  c o n t r a c t s ,  s h a l l  b e  the c o m m i s s i o n e r 1s r e s e r v e  

v a l u a t i o n  m e t h o d s  [ C O M M I S S I O N E R ' S  R E S E R V E  V A L U A T I O N  M E T H O D S ]  d e f i n e d  

in (2) a n d  (8) of t h i s  s u b s e c t i o n  a n d  the f o l l o w i n g  t a b l e s  an d  i n t e r­

est rate s :

(A) f o r  i n d i v i d u a l  s i n g l e  p r e m i u m  i m m e d i a t e  a n n u i t y  

c o n t r a c t s ,  e x c l u d i n g  a n y  d i s a b i l i t y  a n d  a c c i d e n t a l  d e a t h  b e n e f i t s  

in s u c h  c o n t r a c t s  -- th e  1971 i n d i v i d u a l  a n n u i t y  m o r t a l i t y  t a b l e  

or  a n  i n d i v i d u a l  a n n u i t y  m o r t a l i t y  table, a d o p t e d  a f t e r  1980 b y

the N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  C o m m i s s i o n e r s ,  tha t is
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a p p r o v e d  b y  r e g u l a t i o n  a d o p t e d  by  the d i r e c t o r  for use in d e t e r­

m i n i n g  t h e  m i n i m u m  s t a n d a r d  o f  v a l u a t i o n  for the c o n t r a c t s , or 

a n y  m o d i f i c a t i o n  of t h e s e  ta b l e s [THIS TABLE] a p p r o v e d  b y  the 

d i r e c t o r  [COMMIS S IO N E R ]  a n d  s e v e n  a n d  o n e - h a l f  p e r c e n t  interest;

(B) f o r  i n d i v i d u a l  a n n u i t y  a n d  pu r e  e n d o w m e n t  c o n­

tracts, o t h e r  t h a n  s i n g l e  p r e m i u m  i m m e d i a t e  a n n u i t y  contracts, 

e x c l u d i n g  any d i s a b i l i t y  an d  a c c i d e n t a l  d e a t h  b e n e f i t s  in such 

c o n t r a c t s  -- the 1971 i n d i v i d u a l  a n n u i t y  m o r t a l i t y  table or an 

i n d i v i d u a l  an n u i t y  m o r t a l i t y  table, a d o p t e d  a f t e r  1980 b y  the 

N a t i o n a l  A s s o c i a t i o n  of I n s u r a n c e  C o m m i s s i o n e r s ,  tha t  is a p p r o v e d  

b y  r e g u l a t i o n  a d o p t e d  by  the d i r e c t o r  for us e  in d e t e r m i n i n g  the 

m i n i m u m  s t a n d a r d  of v a l u a t i o n  for the c o n t r a c t s , o r  any m o d i f i c a­

tion of  these t a b l e s  [THIS TABLE] a p p r o v e d  by the d i r e c to r  [ C O M­

M I S S I O N E R ]  a n d  five a n d  o n e - h a l f  p e r c e n t  i n t e r e s t  for single 

p r e m i u m  d e f e r r e d  a n n u i t y  an d  p u r e  e n d o w m e n t  c o n t r a c t s  and four 

a nd o n e - h a l f  p e r c e n t  i nt e r e s t  for all o t h e r  such indi v id u a l  

a n n u i t y  and p u r e  e n d o w m e n t  contr a c ts ;

(C) for all a n n u i t i e s  a n d  p ure e n d o w m e n t s  p u r c h a s e d  

u n d e r  g r o u p a n n u i t y  a n d  p ure e n d o w m e n t  c o n t r a c t s , e x c l u d i n g  any 

d i s a b i l i t y  a nd  a c c i d e n t a l  d e a t h  b e n e f i t s  p u r c h a s e d  u n d e r  such 

c o n t r a c t s  -- the 1971 g r o u p  a n n u i t y  m o r t a l i t y  t a b l e  or a g r o up  

a n n u i t y  m o r t a l i t y  table, a d o p t e d  a f t e r  1980 b y  the N a t i o n a l  

A s s o c iat i on  o f  I n s u r a n c e  C o m m i s s i o n e r s ,  that is a p p r o v e d  by 

r e g u l a t i o n  a d o p t e d  by the d i r e c t o r  for use in d e t e r m i n i n g  the 

m i n i m u m  s t a n d a r d  of v a l u a t i o n  for the a n n u i t i e s  an d pur e  

e n d o w m en t s , or a ny  m o d i f i c a t i o n  of these ta b le s  [THIS TABLE] 

a p p r o v e d  by the d i r e c t o r  [ C O M M I S S I O N E R ] ,  a n d  s e v e n  and o n e - h a l f  

p e r c e n t  interest.

(7) A f t e r  Jul y  1, 1978, an i n s u r er  m a y  file w i t h  the
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d i r e c t o r  a w r i t t e n  n o t i c e  o f  its e l e c t i o n  to c o m p l y  w i t h  the 

p r o v i s i o n s  o f  (6) o f  thi s  s u b s e c t i o n  a f t e r  a s p e c i f i e d  d ate b e f o r e  

J a n u a r y  1, 1979, w h i c h  s h a l l  b e  th e  o p e r a t i v e  d a t e  o f  t h a t  r e q u i r e m e n t  

for th e  i n s u r e r;  h o w e v e r ,  an i n s u r e r  m a y  e l e c t  a d i f f e r e n t  o p e r a t i v e  

d ate f o r  i n d i v i d u a l  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s  f r o m  t h a t  

e l e c t e d  for g r o u p  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s .  If an i n s u r e r  

m a k e s  n o  e l e c t i o n ,  t h e  o p e r a t i v e  d a t e  o f  (6) o f  t h i s  s u b s e c t i o n  for 

the i n s u r e r  is J a n u a r y  1, 1979.

(8) Thi s  s e c t i o n  a p p l i e s  to a l l  a n n u i t y  a n d  p u r e  e n d o w m e n t  

c o n t r a c t s  o t h e r  t h a n  g r o u p  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t s  p u r ­

c h a s e d  u n d e r  a r e t i r e m e n t  p l a n  or p l a n  of d e f e r r e d  c o m p e n s a t i o n ,  

e s t a b l i s h e d  or m a i n t a i n e d  b y  a n  e m p l o y e r  ( i n c l u d i n g  a p a r t n e r s h i p  or 

sole p r o p r i e t o r s h i p )  o r  b y  a n  e m p l o y e e  o r g a n i z a t i o n ,  o r  b y  both, o t h e r  

tha n a p l a n  p r o v i d i n g  i n d i v i d u a l  r e t i r e m e n t  a c c o u n t s  or i n d i v i d u a l  

r e t i r e m e n t  a n n u i t i e s  u n d e r  sec. 408 o f  the I n t e r n a l  R e v e n u e  C ode, as 

a m e n d e d .  R e s e r v e s  a c c o r d i n g  to the c o m m i s s i o n e r ' s  a n n u i t y  r e s e r v e  

m e t h o d  [ C O M M I S S I O N E R ' S  A N N U I T Y  R E S E R V E  METH O D ]  fo r  b e n e f i t s  u n d e r  

a n n u i t y  or p u r e  e n d o w m e n t  c o n t r a c t s ,  e x c l u d i n g  a n y  d i s a b i l i t y  and 

a c c i d e n t a l  d e a t h  b e n e f i t s  in t h o s e  c o n t r a c t s ,  s h a l l  b e  the g r e a t e s t  of 

the r e s p e c t i v e  e x c e s s e s  of the p r e s e n t  v a l u e s ,  at t h e  date o f  v a l u a­

tion. of the fu tu r e  g u a r a n t e e d  b e n e f i t s ,  i n c l u d i n g  g u a r a n t e e d  n o n f o r­

f e i t u r e  b e n e f i t s ,  p r o v i d e d  f o r  b y  t h o s e  c o n t r a c t s  at the en d  of  e a c h  

r e s p e c t i v e  c o n t r a c t  year, o v e r  the p r e s e n t  v a l u e ,  at the d a t e  of 

v a l u a t i o n ,  of  any f u t u r e  v a l u a t i o n  c o n s i d e r a t i o n s  d e r i v e d  f r o m  f u t u r e  

g r o s s  c o n s i d e r a t i o n s ,  r e q u i r e d  b y  the t erms o f  s u c h  c o n t r a c t ,  that  

b e c o m e  p a y a b l e  b e f o r e  the e n d  o f  t h a t  r e s p e c t i v e  c o n t r a c t  y ear. Th e 

f u t u r e  g u a r a n t e e d  b e n e f i t s  s h a l l  be d e t e r m i n e d  b y  u s i n g  the m o r t a l i t y

table, if any, a n d  the i n t e r e s t  rate, or r a t e s ,  s p e c i f i e d  in s u c h  

c o n t r a c t s  for d e t e r m i n i n g  g u a r a n t e e d  b e n e f i t s .  Th e  v a l u a t i o n
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c o n s i d e r a t i o n s  a r e  t h e  p o r t i o n s  o f  t h e  r e s p e c t i v e  g r o s s  c o n s i d e r a t i o n s  

a p p l i e d  u n d e r  t h e  t e r m s  o f  t h o s e  c o n t r a c t s  t o  d e t e r m i n e  n o n f o r f e i t u r e

v a l u e s .

* Sec. 2. A S  21-.18.110 is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to r e a d :

(c) T h e  c a l e n d a r  y e a r  s t a t u t o r y  v a l u a t i o n  i n t e r e s t  r a t e s  d e f i n e d  

in (d) o f  t h i s  s e c t i o n  s h a l l  b e  the i n t e r e s t  r a t e s  u s e d  i n  d e t e r m i n i n g  

th e  m i n i m u m  s t a n d a r d  f o r  t h e  v a l u a t i o n  o f

(1) a l i f e  i n s u r a n c e  p o l i c y  i s s u e d  i n  a  p a r t i c u l a r  c a l e n d a r  

y e a r ,  o n  o r  a f t e r  t h e  o p e r a t i v e  d a t e  o f  s u b s e c t i o n  (k) o f  the S t a n d a r d  

N o n f o r f e i t u r e  L a w  f o r  L i f e  I n s u r a n c e ;

(2) a n  i n d i v i d u a l  a n n u i t y  a n d  p u r e  e n d o w m e n t  c o n t r a c t

i s s u e d  in a p a r t i c u l a r  c a l e n d a r  y e a r  o n  o r  a f t e r  J a n u a r y  1, 1984;

(3) a n  a n n u i t y  a n d  p u r e  e n d o w m e n t  p u r c h a s e d  i n  a  p a r t i c u l a r  

c a l e n d a r  y e a r  o n  o r  a f t e r  J a n u a r y  1, 1 9 8 4  u n d e r  a g r o u p  a n n u i t y  a n d  

p u r e  e n d o w m e n t  c o n t r a c t ;  a n d

(4) t h e  n e t  i n c r e a s e ,  if any, in a p a r t i c u l a r  c a l e n d a r  y e a r  

a f t e r  J a n u a r y  1, 1 9 84 ,  in  a n  a m o u n t  h e l d  u n d e r  a g u a r a n t e e d  I n t e r e s t  

c o n t r a c t .

(d) T h e  c a l e n d a r  y e a r  s t a t u t o r y  v a l u a t i o n  i n t e r e s t  r a t e s ,  I, 

s h a l l  b e  d e t e r m i n e d  as f o l l o w s  a n d  t h e  r e s u l t s  r o u n d e d  to th e  n e a r e r  

o n e - q u a r t e r  o f  o n e  p e r c e n t

(1) f o r  l i f e  i n s u r a n c e ,

I « .03 r W  (Rj - .03) r W / 2  ( R 2 - .09);

(2) f o r  a s i n g l e  p r e m i u m  i m m e d i a t e  a n n u i t y  a n d  f o r  a n

a n n u i t y  b e n e f i t  i n v o l v i n g  a l ife c o n t i n g e n c y  a r i s i n g  f r o m  a n o t h e r

a n n u i t y  w i t h  a c a s h  s e t t l e m e n t  o p t i o n  a n d  f r o m  a g u a r a n t e e d  i n t e r e s t  

c o n t r a c t  w i t h  a c a s h  s e t t l e m e n t  o p t i o n ,

I - .03 t W  (R - .03)

w h e r e  R^ is t h e  l e s s e r  o f  R  a n d  .09,

- 1 1 -  H B  373

ife
§ ,

f m k :

i
K-vv. ■

%

J



1

2

3

4

5

6

7

8

9

10

11

12

13

14

IE

16

17

1E

15

2(

2

2:

2

2

2

2

2

2

2

' “'‘. ■ • A " "  . ■' - A

R.2 is t h e  g r e a t e r  o f  R  a n d  .09,

R  is t h e  r e f e r e n c e  i n t e r e s t  r a t e  d e f i n e d  in (j ) of 

this s e c t i o n ,  a n d  W  is t h e  w e i g h t i n g  f a c t o r  d e f i n e d  i n

(f) o f  t h i s  s e c t i o n ;

(3) f o r  o t h e r  a n n u i t i e s  w i t h  c a s h  s e t t l e m e n t  o p t i o n s  a n d  

o t h e r  g u a r a n t e e d  i n t e r e s t  c o n t r a c t s  w i t h  c a s h  s e t t l e m e n t  o p t i o n s ,  

v a l u e d  o n  a n  i s s u e  y e a r  b a s i s ,  e x c e p t  as s t a t e d  i n  (2) abo v e ,  t h e  

f o r m u l a  f o r  l i f e  i n s u r a n c e  i n  (1) o f  th i s  s u b s e c t i o n  s h a l l  a p p l y  to a n  

a n n u i t y  o r  g u a r a n t e e d  i n t e r e s t  c o n t r a c t  w i t h  a g u a r a n t e e  d u r a t i o n  in 

e x c e s s  o f  10 y e a r s  a n d  t h e  f o r m u l a  f o r  a s i n g l e  p r e m i u m  i m m e d i a t e  

a n n u i t y  in (2) o f  t h i s  s u b s e c t i o n  s h a l l  a p p l y  to a n  a n n u i t y  o r  

g u a r a n t e e d  i n t e r e s t  c o n t r a c t  w i t h  a g u a r a n t e e  d u r a t i o n  of 10 y e a r s  o r  

l e s s ;

(4) f o r  o t h e r  a n n u i t i e s  w i t h  n o  c a s h  s e t t l e m e n t  o p t i o n s  a n d  

f o r  o t h e r  g u a r a n t e e d  i n t e r e s t  c o n t r a c t s  w i t h  n o  c a s h  s e t t l e m e n t  

o p t i o n s ,  t h e  f o r m u l a  f o r  a s i n g l e  p r e m i u m  i m m e d i a t e  a n n u i t y  in (2) of 

t h i s  s u b s e c t i o n  s h a l l  app l y ;

(5) for o t h e r  a n n u i t i e s  w i t h  c a s h  s e t t l e m e n t  o p t i o n s  a n d  

g u a r a n t e e d  i n t e r e s t  c o n t r a c t s  w i t h  c a s h  s e t t l e m e n t  o p t i o n s ,  v a l u e d  o n  

a c h a n g e  i n  f u n d  b a s i s ,  th e  f o r m u l a  f o r  a s i n g l e  p r e m i u m  i m m e d i a t e  

a n n u i t y  in (2) o f  t his s u b s e c t i o n  s h a l l  apply.

(e) N o t w i t h s t a n d i n g  (2) of thi s  s u b s e c t i o n ,  if th e  c a l e n d a r  y e a r  

s t a t u t o r y  v a l u a t i o n  i n t e r e s t  r a t e  for a life i n s u r a n c e  p o l i c y  d i f f e r s  

f r o m  t h e  c o r r e s p o n d i n g  a c t u a l  r a t e  for a s i m i l a r  p o l i c y  i s s u e d  in th e  

i m m e d i a t e l y  p r e c e d i n g  c a l e n d a r  y e a r  b y  less t h a n  o n e - h a l f  of o n e  

p e r c e n t ,  th e  c a l e n d a r  y e a r  s t a t u t o r y  v a l u a t i o n  i n t e r e s t  r ate for the 

l i f e  i n s u r a n c e  p o l i c y  s h a l l  b e  e q u a l  to t h e c o r r e s p o n d i n g  a c t u a l  r a t e  

for t h e  i m m e d i a t e l y  p r e c e d i n g  c a l e n d a r  year. F o r  the p u r p o s e  of t h i s  

p a r a g r a p h  the c a l e n d a r  y e a r  s t a t u t o r y  v a l u a t i o n  i n t e r e s t  rat e  s h a l l  b e  
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d e t e r m i n e d  for 1980 u s i n g  the r e f e r e n c e  i n t e r e s t  r a t e  d e f i n e d  for 1979 

a n d  s hall b e  d e t e r m i n e d  for e a c h  f o l l o w i n g  c a l e n d a r  y e a r  r e g a r d l e s s  of 

w h e n  s u b s e c t i o n  (k) o f  th e  S t a n d a r d  N o n f o r f e i t u r e  L a w  for L i f e  

I n s u r a n c e  b e c o m e s  o p e r a t i v e .

(f) Th e  w e i g h t i n g  f a c t o r s r e f e r r e d  to in (c) of this s e c t i o n  a r e  

as follows:

(1) W e i g h t i n g  F a c t o r s  for L i f e  Insurance:

G u a r a n t e e

D u r a t i o n ;  W e i g h t i n g

Y e a r s  F a c t o r s

10 o r  less; .50

m o r e  t han 10, b u t  not m o r e  t h a n  20; .45

m o r e  t han 20; .35

for life insu r a n ce ,  the g u a r a n t e e  d u r a t i o n  is the 

m a x i m u m  n u m b e r  of years th e  life i n s u r a n c e  can r e m a i n  

in f o r c e  on a b a s i s  g u a r a n t e e d  in the p o l i c y  or u n d e r  

an o p t i o n  to c o n v e r t  to a p l a n  of life i n s u r a n c e  w i t h  a 

p r e m i u m  r a t e  o r  n o n f o r f e i t u r e  v a l u e  or b o t h  w h i c h  are 

g u a r a n t e e d  in the o r i g i n a l  policy;

(2) n o t w i t h s t a n d i n g  (3) of t h i s  s u b s e c t i o n  the w e i g h t i n g  

fac to r  for a s i n g l e  p r e m i u m  i m m e d i a t e  a n n u i t y  a n d  for an a n n u i t y  

b e n e f i t  i n v o l v i n g  a life c o n t i n g e n c y  a r i s i n g  fro m  a n o t h e r  a n n u i t y  w i t h  

a c a s h  s e t t l e m e n t  o p t i o n  a n d  a g u a r a n t e e d  i n t e r e s t c o n t r a c t  w i t h  a 

cas h s e t t l e m e n t  o p t i o n  -- .80;

(3) fo r  a n n u i t i e s  a n d  g u a r a n t e e d  i n t e r e s t  co n t r a c t s  v a l u e d  

on an issue y ear basis:

G u a r a n t e e  W e i g h t i n g  F a c t o r

Du r a t i o n ;  for P l a n  Type

Y e a r s  A B C

- 1 3 - HB 373
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5 o r  less; OD o .60 .50

m o r e  t h a n  5, b u t  no t

m o r e  than 10; .75 .60 .50

m o r e  tha n  10, b u t  not

m o r e  t h a n  20; .65 .50 .45

m o r e  t han 2 0 ; .45 .35 .35

(4) for a n n u i t i e s  a n d  g u a r a n t e e d  

i n t e r e s t  c o n t r a c t s  v a l u e d  o n 

a c h a n g e  in f u n d  b a s i s , the 

f a c t o r s  s h o w n  in (3) of this

s u b s e c t i o n  i n c r e a s e d  by; .15 .25 .05

(5) for a n n u i t i e s  a n d  g u a r a n t e e d  

i n t e r e s t  c o n t r a c t s  v a l u e d  o n  

a n  i ssue y e a r  basis, o t h e r  

tha n those w i t h  no c a s h  s e t t l e­

m e n t  opti o n s ,  w h i c h  do n o t  

g u a r a n t e e  i n t e r e s t  on c o n s i d e r a­

tions r e c e i v e d  m o r e  than on e  y e a r  

a f t e r  issue o r  p u r c h a s e  a n d  for 

a n n u i t i e s  a n d  g u a r a n t e e d  i n t e r e s t  

c o n t r a c t s  v a l u e d  o n  a c h a n g e  in 

f u n d  b a s i s w h i c h  do n o t  g u a r a n t e e  

i n t e r e s t  r a t e s  on c o n s i d e r a t i o n s  

r e c e i v e d  m o r e  than 12 m o n t h s  

b e y o n d  the v a l u a t i o n  date, t h e  

f a c t o r s  s h o w n  in (3) of thi s 

s u b s e c t i o n  o r  d e r i v e d  in (4) of

this s u b s e c t i o n  i n c r e a s e d  by; .05 .05 .05

(g) The g u a r a n t e e  d u r a t i o n  fo r  o t h e r  a n n u i t i e s  w i t h  c a s h
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S e r v i c e ,  Inc.;

(2) f o r  a s i n g l e  p r e m i u m  i m m e d i a t e  a n n u i t y  a n d  f o r  an 

a n n u i t y  b e n e f i t  i n v o l v i n g  a l i f e  c o n t i n g e n c y  p r i s i n g  f r o m  a n o t h e r  

a n n u i t y  w i t h  a c a s h  s e t t l e m e n t  o p t i o n  a n d  a g u a r a n t e e d  i n t e r e s t  c o n­

t r a c t  w i t h  a c a s h  s e t t l e m e n t  o p t i o n ,  the a v e r a g e  i n t e r e s t  r a t e  for a 

p e r i o d  o f  12 m o n t h s ,  e n d i n g  on J u n e  30 o f  t h e  c a l e n d a r  y e a r  o f  i s s u e  

o r  y e a r  of p u r c h a s e ,  o f  M o o d y ' s  C o r p o r a t e  B o n d  Y i e l d  A v e r a g e  -- 

M o n t h l y  A v e r a g e  C o r p o r a t e s ,  as p u b l i s h e d  b y  M o o d y ' s  I n v e s t o r s  S e r v i c e ,  

I n c . ;

(3) f o r  o t h e r  a n n u i t i e s  w i t h  c a s h  s e t t l e m e n t  o p t i o n s  a n d  

g u a r a n t e e d  i n t e r e s t  c o n t r a c t s  w i t h  c a s h  s e t t l e m e n t  o p t i o n s ,  v a l u e d  on 

a y e a r  o f  i s s u e  b a s i s ,  e x c e p t  as p r o v i d e d  in (2) o f  thi s  s u b s e c t i o n ,

w i t h  a g u a r a n t e e  d u r a t i o n  in e x c e s s  o f  10 y e a r s ,  the l e s s e r  o f  the

a v e r a g e  i n t e r e s t  r a t e  f o r  a p e r i o d  of 36 m o n t h s  a n d  the a v e r a g e  i n t e r­

es t  rate for a p e r i o d  o f  12 m o n t h s ,  e n d i n g  o n  J u n e  30 of the c a l e n d a r  

y e a r  of i s s u e  o r  p u r c h a s e ,  of M o o d y ' s  C o r p o r a t e  B o n d  Y i e l d  A v e r a g e  -- 

M o n t h l y  A v e r a g e  C o r p o r a t e s ,  as p u b l i s h e d  b y  M o o d y ' s  I n v e s t o r s  S e r v i c e ,  

I n c . ;

(4) fo r  o t h e r  a n n u i t i e s  w i t h  c a s h  s e t t l e m e n t  o p t i o n s  a n d  

g u a r a n t e e d  i n t e r e s t  c o n t r a c t s  w i t h  c a s h  s e t t l e m e n t  o p t i o n s ,  v a l u e d  on 

a y e a r  of i s s u e  b a s i s ,  e xc e p t  as p r o v i d e d  in (2) o f  this s u b s e c t i o n ,

w i t h  a g u a r a n t e e  d u r a t i o n  of 10 y e a r s  or less, t h e  a v e r a g e  i n t e r e s t

r a t e  for a p e r i o d  o f  12 mont h s ,  e n d i n g  o n  J u n e  30 o f  the c a l e n d a r  y e a r  

of i ssue o r  p u r c h a s e ,  of M o o d y ' s  C o r p o r a t e  B o n d  Y i e l d  A v e r a g e  

M o n t h l y  A v e r a g e  C o r p o r a t e s ,  as p u b l i s h e d  b y  M o o d y ' s  I n v e s t o r s  S e r v i c e , 

I n c . ;

(5) for o t h e r  a n n u i t i e s  w i t h  n o  c a s h  s e t t l e m e n t  o p t i o n s  an d  

fo r  g u a r a n t e e d  i n t e r e s t  c o n t r a c t s  w i t h  n o  c a s h  s e t t l e m e n t  o p t i o n s ,  the 

a v e r a g e  i n t e r e s t  r a t e  f o r  a p e r i o d  o f  12 m o n t h s ,  e n d i n g  on J u n e  30 of

- 1 7 -  H R  373
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t h e  c a l e n d a r  y e a r  o f  i s s u e  or p u r c h a s e ,  o f  M o o d y ' s  C o r p o r a t e  B o n d  

Y i e l d  A v e r a g e  -- M o n t h l y  A v e r a g e  C o r p o r a t e s ,  as p u b l i s h e d  b y  M o o d y ' s  

I n v e s t o r s  S e r v i c e ,  Inc.;

g u a r a n t e e d  i n t e r e s t  c o n t r a c t s  w i t h  c a s h  s e t t l e m e n t  o p t io n s ,  v a l u e d  o n  

a c h a n g e  in f u n d  b a s i s ,  e x c e p t  as p r o v i d e d  in (2) of this s u b s e c t i o n ,  

t h e  a v e r a g e  i n t e r e s t  r a t e  f o r  a p e r i o d  o f  12 m o n t h s ,  e n d i n g  o n  J u n e  30 

o f  t h e  c a l e n d a r  y e a r  o f  t h e  c h a n g e  i n  the fund, o f  M o o d y ' s  C o r p o r a t e  

B o n d  Y i e l d  A v e r a g e  -- M o n t h l y  A v e r a g e  C o r p o r a t e s ,  as p u b l i s h e d  b y  

M o o d y ' s  I n v e s t o r s  S e r v i c e ,  Inc.

(k) In t h e  e v e n t  t h a t  M o o d y ' s  C o r p o r a t e  B o n d  Y i e l d  A v e r a g e  -- 

M o n t h l y  A v e r a g e  C o r p o r a t e s  is n o  l o n g e r  p u b l i s h e d  b y  M o o d y ' s  I n v e s t o r s  

S e r v i c e ,  Inc., o r  In th e  e v e n t  tha t  t h e  N a t i o n a l  A s s o c i a t i o n  o f  I n s u r­

a n c e  C o m m i s s i o n e r s  d e t e r m i n e s  tha t  M o o d y ' s  C o r p o r a t e  B o n d  Y i e l d  A v e r ­

age -- M o n t h l y  A v e r a g e  C o r p o r a t e s  as p u b l i s h e d  b y  M o o d y ' s  I n v e s t o r s  

S e r v i c e ,  Inc. is n o  l o n g e r  a p p r o p r i a t e  for th e  d e t e r m i n a t i o n  of th e 

r e f e r e n c e  i n t e r e s t  r a t e , an a l t e r n a t i v e  m e t h o d  for d e t e r m i n a t i o n  o f  

the r e f e r e n c e  i n t e r e s t  r a t e ,  w h i c h  is a d o p t e d  b y  the N a t i o n a l  A s s o ­

c i a t i o n  of I n s u r a n c e  C o m m i s s i o n e r s  a n d  a p p r o v e d  by r e g u l a t i o n  a d o p t e d  

b y  the d i r e c t o r ,  m a y  b e  s u b s t i t u t e d .

(1) If a p l a n  o f  l i f e  i n s u r a n c e  that p r o v i d e s  for f u t u r e  p r e m i u m  

d e t e r m i n a t i o n ,  the a m o u n t s  of w h i c h  are to b e  d e t e r m i n e d  by the 

i n s u r e r  b a s e d  o n  t h e n  e s t i m a t e s  of f u t u r e  e x p e r i e n c e ,  or if a p l a n  of 

l i f e  i n s u r a n c e  o r  a n n u i t y  is o f  a n a t u r e  that the m i n i m u m  r e s e r v e s  

c a n n o t  be d e t e r m i n e d  b y  the m e t h o d s  d e s c r i b e d  in A S  2 1 . 1 8 . 1 1 0 ( b ) ( 2 ) ,  

(5) a n d  (8), th e  r e s e r v e s  that are h e l d  s hall b e  a p p r o p r i a t e  In r e l a ­

t i o n  to the b e n e f i t s  a n d  the p a t t e r n  o f  p r e m i u m s  for that p lan, a n d  b e  

c o m p u t e d  b y  a m e t h o d  t h a t  is c o n s i s t e n t  w i t h  the p r i n c i p l e s  of t h i s  

S t a n d a r d  V a l u a t i o n  Law, as d e t e r m i n e d  by r e g u l a t i o n s  p r o m u l g a t e d  b y

(6) f o r  o t h e r  a n n u i t i e s  w i t h  c a s h  s e t t l e m e n t  o p t i o n s  a n d
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the d i r ector.

* Sec. 3. AS 2 1 . 4 5 . 3 0 0  is r e p e a l e d  a n d  r e e n a c t e d  to read:

Sec. 2 1 . 4 5. 3 0 0 .  S T A N D A R D  N O N F O R F E I T U R E  L A W - L I F E  INSU R A N C E .  (a) 

T h i s  s e c t i o n  s h a l l  b e  k n o w n  as t h e  s t a n d a r d  n o n f o r f e i t u r e  l a w  fo r  life 

i n s u r a n c e .

(b) In t h e  case o f  p o l i c i e s  i s s u e d  on a n d  a f te r  t h e  o p e r a t i v e  

dat e  o f  this s e c t i o n  as d e f i n e d  i n  (p) of t h i s  s e c t i o n  n o  p o l i c y  of 

life i n s u r a n c e , e x c e p t  as s t a t e d  in (o) of this section, m a y  b e  d e l i v­

e r e d  o r  i s s u e d  f o r  d e l i v e r y  in t his state u n l e s s  it c o n t a i n s  the 

f o l l o w i n g  p r o v i s i o n s ,  o r  c o r r e s p o n d i n g  p r o v i s i o n s  that in t h e  o p i n i o n  

of the  d i r e c t o r  a r e  at l east as f a v o r a b l e  to the d e f a u l t i n g  or s u r r e n­

d e r i n g  p o l i c y h o l d e r  as are t h e  m i n i m u m  r e q u i r e m e n t s  s p e c i f i e d  in this 

s e c t i o n  and a r e  e s s e n t i a l l y  in c o m p l i a n c e  w i t h  (n) of this section;

(1) that, in the e v e n t  o f  defa u l t  in a p r e m i u m  payment,  

a f t e r  p r e m i u m s  h a v e  b e e n  p a i d  f o r  at least o n e  full year, the i n s u r e r  

w i l l  grant, u p o n  p r o p e r  r e q u e s t  n o t  l a t e r  t h a n  60 days a f t e r  the due 

d a t e  o f  the p r e m i u m  in d e f au l t ,  a p a i d - u p  n o n f o r f e i t u r e  b e n e f i t  o n  a 

p l a n  s t i p u l a t e d  in the poli c y ,  e f f e c t i v e  as o f  the du e  date, of the 

a m o u n t  as ma y  b e  s p e c i f i e d  in t h i s  section.

(2) that, u p o n  s u r r e n d e r  of the p o l i c y  w i t h i n  60 days  a f t e r  

the d u e  date o f  any p r e m i u m  p a y m e n t  in d e f a u l t  a f t e r  p r e m i u m s  h a v e  

b e e n  p a i d  for at least three f u l l  y e a r s  in the case o f  o r d i n a r y  i n s u r­

anc e  and five full y e a r s  in the c a s e  of i n d u s t r i a l  i n su r a n c e ,  the 

i n s u r e r  w ill pay, i n s t e a d  of a p a i d - u p  n o n f o r f e i t u r e  b e n e f i t ,  a c a s h  

s u r r e n d e r  v a l u e  of the amo u n t  s p e c i f i e d ;

(3) that a s p e c i f i e d  p a i d - u p  n o n f o r f e i t u r e  b e n e f i t  s h a l l 

b e c o m e  e f f e c t i v e  as s p e c i f i e d  in the pol i c y  u n l e s s  the p e r s o n  e n t i t l e d  

to m a k e  the e l e c t i o n  e l e c t s  a n o t h e r  a v a i l a b l e  o p t i o n  n o t  l a t e r  t h a n  60 

d ays a fter the d ue  d at e  o f  the p r e m i u m  in default;
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(4) t h a t  if th e  p o l i c y  s h a l l  h a v e  b e c o m e  p a i d  u p  b y  c o m p l e­

tion of p r e m i u m  p a y m e n t s , o r  if it is c o n t i n u e d  u n d e r  a p a i d - u p  n o n ­

f o r f e i t u r e  b e n e f i t  w h i c h  b e c a m e  e f f e c t i v e  o n  o r  a f t e r  th e  t h i r d  p o l i c y  

a n n i v e r s a r y  in t h e  cas e  of o r d i n a r y  i n s u r a n c e ,  or th e  f i f t h  p o l i c y  

a n n i v e r s a r y  in t h e  c a s e  o f  i n d u s t r i a l  i n s u r a n c e ,  the i n s u r e r  w i l l  pay, 

u p o n  s u r r e n d e r  o f  t h e  p o l i c y  w i t h i n  30 d a y s  a f t e r  a n y  p o l i c y  a n n i v e r­

sary, a c a s h  s u r r e n d e r  v a l u e  of the a m o u n t  s p e c i f i e d ;

(5) i n  t h e  cas e  o f  a l l  o t h e r  p o l i c i e s ,  a s t a t e m e n t  o f  the  

m o r t a l i t y  t a b l e  a n d  i n t e r e s t  r a t e  u s e d  i n  c a l c u l a t i n g  the  c a s h  s u r r e n­

der  v a l u e s  a n d  t h e  p a i d - u p  n o n f o r f e i t u r e  b e n e f i t s  a v a i l a b l e  u n d e r  the 

p o l i c y ,  t o g e t h e r  w i t h  a t a b l e  s h o w i n g  the c a s h  s u r r e n d e r  va l u e ,  if 

any, a n d  p a i d - u p  n o n f o r f e i t u r e  b e n e f i t ,  if any, a v a i l a b l e  u n d e r  the 

p o l i c y  o n  e a c h  p o l i c y  a n n i v e r s a r y ,  e i t h e r  d u r i n g  the f i r s t  20 p o l i c y  

y e a r s  or d u r i n g  t h e  t e r m  o f  the p o l i c y ,  w h i c h e v e r  is shorter, s u c h  

v a l u e s  a n d  b e n e f i t s  to be c a l c u l a t e d  u p o n  the a s s u m p t i o n  that t h e r e  

a r e  n o  d i v i d e n d s  o r  p a i d - u p  a d d i t i o n s  c r e d i t e d  to the p o l i c y  a n d  that 

t h e r e  is no i n d e b t e d n e s s  to the i n s u r e r  o n  the poli c y ;

(6) a s t a t e m e n t  t hat the c a s h  s u r r e n d e r  v a l u e s  a n d  the 

p a i d - u p  n o n f o r f e i t u r e  b e n e f i t s  a v a i l a b l e  u n d e r  the p o l i c y  are n o t  l ess 

t h a n  t h e  m i n i m u m  v a l u e s  a n d  b e n e f i t s  r e q u i r e d  b y  or u n d e r  the i n s u r­

an c e  l a w  of this state; an e x p l a n a t i o n  o f  the m a n n e r  in w h i c h  the c a s h  

s u r r e n d e r  v a l u e s  a n d  the p a i d - u p  n o n f o r f e i t u r e  b e n e f i t s  are a l t e r e d  by 

the e x i s t e n c e  o f  a n y  p a i d - u p  a d d i t i o n s  c r e d i t e d  to the p ol i c y  or a n y  

i n d e b t e d n e s s  to the i n s u r e r  on the p o l i c y ;  or if a d e t a i l e d  s t a t e m e n t  

of the m e t h o d  o f  c o m p u t a t i o n  o f  the v a l u e s  an d  b e n e f i t s  s h o w n  in the 

p o l i c y  is no t  s t a t e d  in the p o l i c y ,  a s t a t e m e n t  t h a t  the m e t h o d  of 

c o m p u t a t i o n  h a s  b e e n  f i l e d  w i t h  the i n s u r a n c e  s u p e r v i s o r y  o f f i c i a l  of 

th e  s t a t e  in w h i c h  the p o l i c y  is d e l i v e r e d ;  a n d  a s t a t e m e n t  o f  the 

m e t h o d  to be u s e d  in c a l c u l a t i n g  the c a s h  s u r r e n d e r  v a l u e  an d  p a i d - u p
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n o n f o r f e i t u r e  b e n e f i t  a v a i l a b l e  u n d e r  the p o l i c y  o n  a n y  p o l i c y  

a n n i v e r s a r y  b e y o n d  t h e  l a s t  a n n i v e r s a r y  f o r  w h i c h  the v a l u e s  a n d  

b e n e f i t s  a r e  c o n s e c u t i v e l y  s h o w n  in t h e  p o l i c y ;

(7) t h a t  i n s t e a d  o f  a s t i p u l a t e d  p a i d - u p  n o n f o r f e i t u r e  

b e n e f i t  as d e s c r i b e d  i n  (1) o f  this  s u b s e c t i o n ,  th e  i n s u r e r  m a y  s u b­

st i t u t e ,  u p o n  p r o p e r  r e q u e s t  n o t  l a t e r  t h a n  60 days a f t e r  t h e  due d at e  

o f  the p r e m i u m  i n  d e f a u l t ,  a n  a c t u a r i a l l y  e q u i v a l e n t  a l t e r n a t i v e  

p a i d - u p  n o n f o r f e i t u r e  b e n e f i t  t h a t  p r o v i d e s  a g r e a t e r  a m o u n t  or l o n g e r  

p e r i o d  o f  d e a t h  b e n e f i t s  or, if a p p l i c a b l e ,  a g r e a t e r  a m o u n t  of 

e a r l i e r  p a y m e n t  of e n d o w m e n t  b e n e f i t s ;

(8) in t h e  c a s e  o f  a p o l i c y  w h i c h  c a u s e s  o n  a b a s i s  g u a r a n­

t e e d  in t h e  p o l i c y  a n  u n s c h e d u l e d  c h a n g e  in b e n e f i t s  or p r e m i u m s ,  or 

w h i c h  p r o v i d e s  an o p t i o n  f o r  a c h a n g e  in b e n e f i t s  o r  p r e m i u m s  o t h e r  

t h a n  a c h a n g e  to a n e w  p o l i c y ,  a s t a t e m e n t  o f  t h e  m o r t a l i t y  table, 

i n t e r e s t  r a t e ,  a n d  m e t h o d  u s e d  in c a l c u l a t i n g  c a s h  s u r r e n d e r  v a l u e s  

a n d  th e  p a i d - u p  n o n f o r f e i t u r e  b e n e f i t s  a v a i l a b l e  u n d e r  the p o l i c y ;

(c) A n y  o f  t h e  p r o v i s i o n s  o r  p o r t i o n s  o f  p r o v i s i o n s  set o u t  in 

(b)(1) - (8) o f  t his s e c t i o n  w h i c h  a r e  n o t  a p p l i c a b l e  b y  r e a s o n  of the 

p l a n  o f  i n s u r a n c e  m a y ,  to t h e  e x t e n t  i n a p p l i c a b l e ,  b e  o m i t t e d  f r o m  the 

p o l i c y .  T h e  i n s u r e r  s h a l l  r e s e r v e  the r i g h t  to d e f e r  the p a y m e n t  o f  a 

c a s h  s u r r e n d e r  v a l u e  f o r  a p e r i o d  o f  s i x  m o n t h s  a f t e r  d e m a n d  h a s  b e e n  

m a d e  o n  the p o l i c y  s u r r e n d e r e d .

(d) A  c a s h  s u r r e n d e r  v a l u e  a v a i l a b l e  u n d e r  the p o l i c y  in the 

e v e n t  o f  d e f a u l t  in a p r e m i u m  p a y m e n t  d u e  o n  a n y  p o l i c y  a n n i v e r s a r y  

w h e t h e r  o r  n o t  r e q u i r e d  b y  (b) o f  this s e c t i o n ,  s h a l l  b e  a n  a m o u n t  not 

les s t h a n  the e x c e s s ,  if any, o f  the p r e s e n t  v a l u e  o n  the a n n i v e r s a r y  

o f  t h e  f u t u r e  g u a r a n t e e d  b e n e f i t s  w h i c h  w o u l d  h a v e  b e e n  p r o v i d e d  for

b y  th e  p o l i c y ,  i n c l u d i n g  a n y  e x i s t i n g  p a i d - u p  a d d i t i o n s ,  if t h e r e  has 

b e e n  n o  d e f a u l t ,  o v e r  the s u m  o f
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(1) t h e  t h e n  p r e s e n t  v a l u e  o f  the a d j u s t e d  p r e m i u m s  as 

d e f i n e d  i n  (f), ( g ) , ( h ) , (i) , (j) a n d  (k) o f  this se c t i o n ,  c o r r e s­

p o n d i n g  t o  p r e m i u m s  w h i c h  w o u l d  h a v e  f a l l e n  o n  a n d  a f t e r  the a n n i v e r­

sary; a n d

(2) th e  a m o u n t  o f  a n y i n d e b t e d n e s s  to t h e  i n s u r e r  o n  

a c c o u n t  o f  o r  s e c u r e d  b y  th e  p o l i c y .

(e) N o t w i t h s t a n d i n g  (d) o f  this s e c t i o n ,  if a p o l i c y  i s s u e d  o n  

o r  a f t e r  t h e  o p e r a t i v e  d a t e  o f  (n) o f  this s e c t i o n  p r o v i d e s  s u p p l e­

m e n t a l  l i f e  i n s u r a n c e  o r  a n n u i t y  b e n e f i t s  at the o p t i o n  of the i n s u r e d  

a n d  f o r  an i d e n t i f i a b l e  a d d i t i o n a l  p r e m i u m  b y  r i d e r  s u p p l e m e n t a l  

p o l i c y  p r o v i s i o n ,  the c a s h  s u r r e n d e r  v a l u e  r e f e r r e d  to in (d) of this 

s e c t i o n  s h a l l  be  a n  a m o u n t  n o t  less t h a n  the s u m  o f  the c a s h  s u r r e n d e r

v a l u e  as d e f i n e d  i n  (d) o f  this s e c t i o n  for an o t h e r w i s e  s i m i l a r

p o l i c y  i s s u e d  at the s a m e  a g e  w i t h o u t  the same r i d e r  o r  s u p p l e m e n t a l

p o l i c y  p r o v i s i o n  a n d  th e  c a s h  s u r r e n d e r  v a l u e  as d e f i n e d  in (d) o f

thi s s e c t i o n  fo r  a p o l i c y  w h i c h  p r o v i d e s  o n l y  the b e n e f i t s  o t h e r w i s e  

p r o v i d e d  b y  the r i d e r  o r  s u p p l e m e n t a l  p o l i c y  p r o v i s i o n .

(f) N o t w i t h s t a n d i n g  (d) of t h i s  section, if a f a m i l y  p o l i c y  

i s s u e d  o n  or a f t e r  the e f f e c t i v e  dat e of (n) of this s e c t i o n  d e f i n e s  a 

p r i m a r y  i n s u r e d  a n d  p r o v i d e s  t e r m  i n s u r a n c e  on the li f e  of the s p o u s e  

o f  the p r i m a r y  i n s u r e d  e x p i r i n g  b e f o r e  the s p o u s e  is a g e 71, the c a s h  

s u r r e n d e r  v a l u e  r e f e r r e d  to in (d) of  this s e c t i o n  s h a l l  be an a m o u n t  

n o t  l e s s  t h a n  the c a s h  s u r r e n d e r  v a l u e  as d e f i n e d  in (d) of thi s 

s e c t i o n  for a n  o t h e r w i s e  s i m i l a r  p o l i c y  i s s u e d  at t h e  same ag e  w i t h o u t  

the t e r m  i n s u r a n c e  on t h e  l i f e  of the s p o u s e  a n d  t h e  c a s h  s u r r e n d e r  

v a l u e  as d e f i n e d  in (d) f o r  a p o l i c y  w h i c h  p r o v i d e s  o n l y  the b e n e f i t s  

o t h e r w i s e  p r o v i d e d  by the  t e r m  i n s u r a n c e  o n  the l i f e  o f  the spouse. A  

c a s h  s u r r e n d e r  v a l u e  a v a i l a b l e  w i t h i n  30 days a f t e r  a n y  a n n i v e r s a r y  

u n d e r  a p o l i c y  p a i d - u p  b y  c o m p l e t i o n  o f  a l l  p r e m i u m  p a y m e n t s ,  o r  a
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p o l i c y  c o n t i n u e d  u n d e r  a n y  p a i d - u p  n o n f o r f e i t u r e  b e n e f i t s  w h e t h e r  or 

n o t  r e q u i r e d  b y  (b) o f  thi s  sectio n ,  s h a l l  b e  an a m o u n t  n o t  l e s s  tha n  

the p r e s e n t  va l u e ,  o n  t h e  a n n i v e r s a r y ,  o f  the f u t u r e  g u a r a n t e e d  b e n e­

fits p r o v i d e d  fo r  b y  the p o li c y ,  i n c l u d i n g  an y  e x i s t i n g  p a i d - u p  a d d i­

tions, d e c r e a s e d  b y  a n y  i n d e b t e d n e s s  to the i n s u r e r  o n  a c c o u n t  o f  or 

s e c u r e d  b y  the p ol i c y .

(g) A  p a i d - u p  n o n f o r f e i t u r e  b e n e f i t  a v a i l a b l e  u n d e r  the p o l i c y

in the e v e n t  of d e f a u l t  in th e  p r e m i u m  p a y m e n t  d u e  o n  a n y  p o l i c y

a n n i v e r s a r y  s h a l l  b e  s u c h  tha t  its p r e s e n t  v a l u e  as o f  the a n n i v e r s a r y  

shall be at l east e q u a l  to the c a s h  s u r r e n d e r  v a l u e  p r o v i d e d  f o r  by 

the p o l i c y  or, if n o n e  is p r o v i d e d  for, tha t  c a s h  s u r r e n d e r  v a l u e  

w h i c h  w o u l d  h a v e  b e e n  r e q u i r e d  by  this s e c t i o n  i n  the a b s e n c e  o f  the 

c o n d i t i o n s  that p r e m i u m s  shall h a v e  b e e n  p a i d  for at least a s p e c i f i e d  

period.

(h) E x c e p t  as p r o v i d e d  in (j ) o f  this s e c t i o n,  the a d j u s t e d

p r e m i u m s  for a p o l i c y  shall be c a l c u l a t e d  on an a n n u a l  b a s i s  a n d  shall

be the u n i f o r m  p e r c e n t a g e  of the r e s p e c t i v e  p r e m i u m s  s p e c i f i e d  in the 

p o l i c y  for e a c h  p o l i c y  year, e x c l u d i n g  e x t r a  p r e m i u m s  o n  a s u b s t a n d a r d

p o l i c y  that the p r e s e n t  value, at the d a t e  of i s s ue  o f  the p o l i c y ,  of

all the a d j u s t e d  p r e m i u m s  s hall be e q u a l  to the s u m  o f  (1) th e  then 

p r e s e n t  v a l u e  of the future g u a r a n t e e d  b e n e f i t s  p r o v i d e d  for b y  the 

policy; (2) two p e r c e n t  o f  the a m o u n t  of the i nsurance, i f  the 

i n s u r a nc e  is u n i f o r m  in amount, or of the e q u i v a l e n t  u n i f o r m  amount, 

as defined, if the a m o u n t  of i n s u r a n c e  v a r i e s  w i t h  the d u r a t i o n  o f  the 

policy; (3) 40 p e r c e n t  o f  the a d j u s t e d  p r e m i u m s  for the f irst p o l i c y

year; (4) 25 p e r c e n t  of e i t h e r  the a d j u s t e d  p r e m i u m  for t h e  first

policy y e a r  or the a d j u s t e d  p r e m i u m  f o r  a w h o l e  l ife p o l i c y  o f  the

same u n i f o r m  or e q u i v a l e n t  u n i f o r m  a m o u n t  w i t h  u n i f o r m  p r e m i u m s  for 

the w h o l e  of life i s s u e d  at the same age for the sam e  a m o u n t  of
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i n s u r a n c e ,  w h i c h e v e r  is l e ss ,  e x c e p t  t h a t  i n  a p p l y i n g  th e  p e r c e n t a g e  

s p e c i f i e d  i n  (3) a n d  (4) o f  t h i s  s e c t i o n  no a d j u s t e d  p r e m i u m s  s h a l l  b e  

c o n s i d e r e d  to e x c e e d  f o u r  p e r c e n t  o f  the a m o u n t  o f  i n s u r a n c e  o r  

u n i f o r m  a m o u n t  e q u i v a l e n t  t h e r e to .  W h e n e v e r  th e  p l a n  or t e r m  of a 

p o l i c y  h a s b e e n  ch a n g e d ,  e i t h e r  by r e q u e s t  o f  t h e i n s u r e d  or a u t o m a t­

ic a l l y  in a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  t h e  p o l i c y ,  the d a t e  o f  

i n c e p t i o n  o f  th e  c h a n g e d  p o l i c y  fo r the p u r p o s e s  of d e t e r m i n i n g  a 

n o n f o r f e i t u r e  b e n e f i t  o r  c a s h  s u r r e n d e r  v a l u e  s h al l  b e  the dat e  as of 

w h i c h  the ag e o f  the i n s u r e d  is d e t e r m i n e d  f o r  t h e  p u r p o s e s  o f  th e  

c h a n g e d  p o l i c y .  Th e  d a t e  of i s s u e  o f  a p o l i c y  for t h e  p u r p o s e s  of 

this s e c t i o n  s h a l l  be the d a t e  on w h i c h  th e r a t e d  ag e  of the i n s u r e d  

is d e t e r m i n e d .

(i) If a p o l i c y  p r o v i d e s  a n  a m o u n t  of i n s u r a n c e  w h i c h  v a r i e s  

w i t h  the d u r a t i o n  of the  p o l i c y ,  the e q u i v a l e n t  u n i f o r m  a m o u n t  of 

itisurance f o r  the p u r p o s e  of (h) of this s e c t i o n  s h a l l  be c o n s i d e r e d  

to be the u n i f o r m  a m o u n t  o f  i n s u r a n c e  p r o v i d e d  by a n  o t h e r w i s e  s i m i l a r  

p o l i c y ,  c o n t a i n i n g  the s a m e  e n d o w m e n t  b e n e f i t  or b e n e f i t s ,  if any, 

i s s u e d  at the s ame age a n d  for the s ame t e r m  the a m o u n t  of w h i c h  d o e s  

n o t  v a r y  w i t h  the d u r a t i o n  a n d  the b e n e f i t  u n d e r  w h i c h  h a v e  the  s a m e  

p r e s e n t  v a l u e  at the d a t e  o f  issue as the b e n e f i t s  u n d e r  the p o l i c y ,  

e x c e p t  tha t  in the c a s e  of  a p o l i c y  a v a r y i n g  a m o u n t  of i n s u r a n c e  

i s s u e d  on the life o f  a c h i l d  u n d e r  age 10, the e q u i v a l e n t  u n i f o r m  

a m o u n t  m a y  b e  c o m p u t e d  a s  t h o u g h  the a m o u n t  of i n s u r a n c e  p r o v i d e d  by 

the p o l i c y  b e f o r e  the a t t a i n m e n t  of ag e  10 w e r e  the a m o u n t  p r o v i d e d  b y  

the p o l i c y  at ag e  10.

(j) T h e  a d j u s t e d  p r e m i u m s  for a p o l i c y  w h i c h  p r o v i d e s  t e r m  

i n s u r a n c e  b e n e f i t s  by r i d e r  or s u p p l e m e n t a l  p o l i c y  p r o v i s i o n  s h a l l  be  

e q u a l  to (1) the a d j u s t e d  p r e m i u m s  for an o t h e r w i s e  s i m i l a r  p o l i c y  

i s s u e d  at the same age w i t h o u t  the t e r m  i n s u r a n c e  b e n e f i t s ,  i n c r e a s e d  
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d u r i n g  th e  p e r i o d  for  w h i c h  p r e m i u m s  f o r  t h e  t e r m  i n s u r a n c e  b e n e f i t s  

a r e  p a y a b l e ,  b y  (2) t h e  a d j u s t e d  p r e m i u m s  f o r  t h e  t e r m  i n s u r a n c e ,  th e  

f o r e g o i n g  i t e m s  (1) a n d  (2) b e i n g  c a l c u l a t e d  s e p a r a t e l y  in a c c o r d a n c e  

w i t h  (h) a n d  (i) o f  t h i s  s e c t i o n ,  e x c e p t  t h a t ,  for the p u r p o s e s  o f  (h)

(2), (3) a n d  (A) o f  t h i s  s e c t i o n ,  t h e  a m o u n t  o f  i n s u r a n c e  o f  e q u i v a­

lent u n i f o r m  a m o u n t  o f  i n s u r a n c e  u s e d  i n  t h e  c a l c u l a t i o n  o f  the 

a d j u s t e d  p r e m i u m s  r e f e r r e d  to in (2) o f  t h i s  s u b s e c t i o n  s h a l l  b e  e q u a l  

to t h e  e x c e s s  o f  t h e  c o r r e s p o n d i n g  a m o u n t  d e t e r m i n e d  for t h e  e n t i r e  

p o l i c y  o v e r  t h e  a m o u n t  u s e d  in th e  c a l c u l a t i o n  of the a d j u s t e d  p r e m i­

um s  in (1) o f  thi s  s u b s e c t i o n .

(k) A l l  a d j u s t e d  p r e m i u m s  a n d  p r e s e n t  v a l u e s  r e f e r r e d  to in t h i s  

s e c t i o n  s h a l l  fo r  a l l  p o l i c i e s  o f  o r d i n a r y  i n s u r a n c e  b e  c a l c u l a t e d  o n  

the b a s i s  o f  the C o m m i s s i o n e r ' s  1 9 5 8  S t a n d a r d  O r d i n a r y  M o r t a l i t y  

T a b l e ,  e x c e p t  tha t  f o r  a n y  c a t e g o r y  or o r d i n a r y  i n s u r a n c e  i s s u e d  on 

f e m a l e  r i s k s ,  a d j u s t e d  p r e m i u m s  a n d  p r e s e n t  v a l u e s  m a y  b e  c a l c u l a t e d  

a c c o r d i n g  to a n  ag e  n o t  m o r e  t h a n  s i x  y e a r s  y o u n g e r  t h a n  th e  a c t u a l  

ag e  o f  the i n s u r e d .  E x c e p t  as p r o v i d e d  in (1) o f  this s e c t i o n ,  the 

c a l c u l a t i o n s  f o r  a l l  p o l i c i e s  o f  i n d u s t r i a l  i n s u r a n c e  s h a l l  b e  m a d e  o n  

the b a s i s  o f  the 19A1 S t a n d a r d  I n d u s t r i a l  M o r t a l i t y  Tab l e .  A l l  c a l c u­

lat i o n s  s h a l l  b e  m a d e  o n  the b a s i s  of t h e  r ate of  i n t e r e s t  s p e c i f i e d  

in the p o l i c y  fo r c a l c u l a t i n g  c a s h  s u r r e n d e r  v a l u e s  a n d  p a i d - u p  n o n ­

fo r f e i t u r e  b e n e f i t s .  T h e  r a t e  of i n t e r e s t  s p e c i f i e d  in t h e  p o l i c y  m a y  

n o t  e x c e e d  t h r e e  a n d  o n e - h a l f  p e r c e n t  a y e a r  e x c e p t  tha t (1) a r a t e  of 

i n t e r e s t  n o t  e x c e e d i n g  fi v e  a n d  o n e - h a l f  p e r c e n t  a y e a r  m a y  b e  u s e d  

for p o l i c i e s  i s s u e d  o n  o r  a f t e r  J u l y  1, 1978, a n d  (2) a r a t e  o f  i n t e r­

est not e x c e e d i n g  si x  a n d  o n e - h a l f  p e r c e n t  a y e a r  m a y  b e  u s e d  for a 

s i n g l e  p r e m i u m  w h o l e  l i f e  o r  e n d o w m e n t  i n s u r a n c e  p o l i c y.  In c a l c u l a t­

ing the p r e s e n t  v a l u e  o f  p a i d - u p  t e r m  i n s u r a n c e  w i t h  a c c o m p a n y i n g  p u r e  

e n d o w m e n t ,  if any, o f f e r e d  as a n o n f o r f e i t u r e  b e n e f i t ,  t h e  r a t e s  o f
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m o r t a l i t y  a s s u m e d  in t h e  c a s e  of  a p o l i c y  o f  o r d i n a r y  insur an c e ,  m a y  

b e  n o t  m o r e  t h a n  t h o s e  s h o w n  in the C o m m i s s i o n e r ' s  1958 E x t e n d e d  T e r m  

I n s u r a n c e  T a b l e .  In t h e  cas e  of  a p o l i c y  o f  i n d u s t r i a l  i nsurance, the 

r a t e s  o f  m o r t a l i t y  m a y  b e  n o t  m o r e  t h a n  13 p e r c e n t  o f  the r a t e s  o f  

m o r t a l i t y  a c c o r d i n g  to  the 1941 S t a n d a r d  I n d u s t r i a l  M o r t a l i t y  Ta b l e . 

T h e  c a l c u l a t i o n  o f  t h e  a d j u s t e d  p r e m i u m s  a n d  p r e s e n t  v a l u e s  for i n s u r­

a n c e  i s s u e d  o n  a s u b s t a n d a r d  b a s i s  m a y  b e  b a s e d  o n  a n o t h e r  t a b l e  o f  

m o r t a l i t y  as m a y  b e  s p e c i f i e d  by  the i n s u r e r  a n d  a p p r o v e d  b y  the 

d i r e c t o r .

(1) In c a s e  of  i n d u s t r i a l  p o l i c i e s  i s s u e d  on or a f t e r  J a n u a r y  1, 

1970, the a d j u s t e d  p r e m i u m s  a n d  p r e s e n t  v a l u e s  r e f e r r e d  to in this 

s e c t i o n  s h a l l  b e  c a l c u l a t e d  on the b a s i s  of the C o m m i s s i o n e r ' s  1961 

S t a n d a r d  I n d u s t r i a l  M o r t a l i t y  T a b l e  a n d  the rat e  of i n t e r e s t  s p e c i f i e d  

in the p o l i c y  f o r  c a l c u l a t i n g  c a s h  s u r r e n d e r  v a l u e s  a n d  p a i d - u p  n o n ­

f o r f e i t u r e  b e n e f i t s ,  h o w e v e r ,  that s p e c i f i e d  the r ate of i n t e r e s t

s p e c i f i e d  in the p o l i c y  m a y  no t  e x c e e d  t h r e e and o n e - h a l f  p e r c e n t  a 

y e a r  e x c e p t  t h a t  (1) a r a t e  of i n t e r e s t  not e x c e e d i n g  five a n d  one - 

h a l f  p e r c e n t  a y e a r  m a y  be u s e d  for p o l i c i e s  i s s u e d  on o r  a f t e r  

J u l y  1, 1978; a n d  (2) a rate of i n t e r e s t  not e x c e e d i n g  six a n d  o ne-

h a l f  p e r c e n t  a y e a r  m a y  be u s e d  for a s in g l e  p r e m i u m  w h o l e  life or

e n d o w m e n t  i n s u r a n c e  p ol i c y .  In c a l c u l a t i n g  the pr e s e n t  v a l u e  of

p a i d - u p  t e r m  i n s u r a n c e  w i t h  a c c o m p a n y i n g  p u r e  endow me n t ,  if any,

o f f e r e d  as a n o n f o r f e i t u r e  b e ne f i t ,  the rates of m o r t a l i t y  a s s u m e d  m a y  

b e  n o t  m o r e  t h a n  t h o s e  s h o w n  in the C o m m i s s i o n e r ' s  1961 I n d u s t r i a l

E x t e n d e d  T e r m  I n s u r a n c e  Table. The c a l c u l a t i o n  o f  the a d j u s t e d  p r e m i­

ums a n d  p r e s e n t  v a l u e s  for i n s u r a n c e  i s s u e d  o n  a s u b s t a n d a r d  b a s i s  m a y  

be b a s e d  o n  a t a b l e  o f  m o r t a l i t y  s p e c i f i e d  by the i n s u r e r  and a p p r o v e d  

b y  the d i r e c t o r .

(m) E x c e p t  as p r o v i d e d  in (s) o f  this secti o n , the a d j u s t e d
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premiums for a policy shall be calculated on an annual basis and shall 

be a u n i f o r m  percentage o f  the respective premiums specified in the 

policy for each policy year, excluding amounts payable as extra p r e m i­

ums to cover impairments or special hazards and also excluding a 

u n i f o r m  annual contract charge or policy fee specified in the policy 

in a statement of the m ethod to be us e d  in calculating the cash s u r­

render values and paid-up nonforfeiture b e n e f i t s , that the present 

value, at the date of issue of the policy, of all adjusted premiums 

shall be equal to the sum of (1) the then present value of the future 

g uaranteed benefits provided for by the policy; (2) one percent of 

either the amount of insurance, if the insurance be uniform in amount, 

or the average amount of insurance at the beginning of each of the 

first 10 policy years; and (3) 125 percent of the nonforfeiture net 

level p r e m i u m  as defined in paragraph (2) of this subsection. In 

applying the percentage specified in (3) of this paragraph a n o n f o r­

feiture net level p r e mium shall not exceed four percent of either the 

amount of insurance, if the insurance is u n i f o r m  in amount, 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 wh i c h  the rated age of the insured 

is determined.

(n) The nonforfeiture net level premium shall be equal to the 

present value, at the date of issue of the policy, of the guaranteed 

benefits provided for b y  the policy divided by the present value, at 

the date of issue of the policy, of an annuity of one a year payable 

on the date of issue of the policy and on each anniversary of the 

policy on which a premium falls due.

(o) In the case of policies which cause on a basis guaranteed in 

the policy unscheduled changes in benefits or premiums or which
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provide an option for changes in bene f i t s  or premiums other than a 

change to a n e w  policy, the adjusted p r e m i u m s  and present values shall 

initially be calculated on the as s u m p t i o n  that future benefits and 

premiums do not change from those sti p u l a t e d  at the date of issue of 

the policy. At the time of a change in the benefits or premiums the 

future adjusted premiums, nonforfeiture n e t  level premiums, and p r e­

sent values shall be recalculated on the as s u m p t i o n  that future b e n e­

fits and premiums do not change from those stipulated by the p olicy 

immediately after the change.

(p) Except as provided in (s) of this section, the recalc u l a t e d  

future adjusted premiums for a policy shall be a u n i f o r m  percentage of 

the respective future premiums specified in the p olicy for each p o l i c y  

year, excluding amounts payable as extra premiums to cover impairments 

and special hazards, and also e x cluding any u n i f o r m  annual contract 

charge or policy fee specified in the p olicy in a statement of the 

method to be used in calculating the cash surrender values and p a i d-up 

nonforfeiture benefits, that the present value, at the time of change 

to the newly defined benefits or premiums, of all future adjus t e d  

premiums shall be equal to the excess of (1) the sum of (A) the then 

present value of the then future g u a r a n t e e d  benefits provided for by 

the policy; and (B) the additional e x p e n s e  allowance, if any; over (2) 

the then cash surrender value if any, or present value of any p a i d-up 

nonforfeiture benefit under the policy.

(q) The additional expense allowance, at the time of the change 

to the newly defined benefits or premiums, shall be the sum of (1) one 

percent of the excess, if positive, of the average amount of insurance 

at the beginning of each of the first 10 policy years after the change

over the average amount of insurance b e f o r e  the change at the b e g i n n­

ing of each of the first 10 policy ye a r s  after the time of the most
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re c e n t  p r e v i o u s  change, or, if there has b e e n  no p r e v i o u s  change, the 

d a t e  of issue of the policy; and (2) 125 p e r c e n t  of the increase, if 

pos i t i v e ,  in the n o n f o r f e i t u r e  net level premium.

(r) The r e c a l c u l a t e d  n o n f o r f e i t u r e  n e t  level p r e m i u m  shall be 

eq u a l  to the r e s u l t  o b t a i n e d  by d i v i d i n g  (1) by (2) w h e r e

(1) equals the sum of

(A) the n o n f o r f e i t u r e  n et level p r e m i u m  app l i c a b l e  

b e f o r e  the change times the p r e s e n t  v a l u e  of an a n n uity of one a 

y e a r  p a y a b l e  on ea c h  a n n i v e r s a r y  of the p o l i c y  on or s u b sequent 

to the date of the change on w h i c h  a p r e m i u m  w o u l d  h a v e  fallen 

due had the change n o t  occurred; and

(B) the present v a l u e  of the increase in future g u a r­

ant e e d  b e n e f i t s  p r o v i d e d  for b y  the policy; and

(2) equals the p r e sent va l u e  of an a n n u i t y  of one a year 

p a y a b l e  on each a n n i v e r s a r y  of the p o l i c y  on or subsequent to the date 

of c h a n g e  on w h i c h  a p r e m i u m  falls due.

(s) N o t w i t h s t a n d i n g  (m) - (p) of this section, in the case of a 

p o l i c y  i s s u e d  on a substa n d a r d  ba s i s  w h i c h  p r o v i d e s  r e d u c e d  graded 

a m o u n t s  of insurance so that, in eac h  p o l i c y  year, the p o l i c y  has the 

same t a b u l a r  m o r t a l i t y  cost as an o t h e r w i s e  similar p o l i c y  issued on 

the s t a n d a r d  basis w h i c h  provides h igher u n i f o r m  amounts of insurance, 

the a d j u s t e d  premiums and p r e s e n t  v alues may be c a l c u l a t e d  as if it 

w e r e  i s s u e d  to provide those h i g h e r  u n i f o r m  amounts of i n surance on 

the s t a n d a r d  basis.

(t) The a d j u s t e d  premiums and p r e s e n t  v a l u e s  for a p olicy of 

o r d i n a r y  insurance r e f e r r e d  to in this section shall be c a l c u l a t e d  on 

the b a s i s  of the C o m m i s s i o n e r ' s  1980 Stan d a r d  O r d i n a r y  M o r t a l i t y  Table 

or, at the elec t i o n  of the i n s urer for a n y  one or more s p e c i f i e d  plans 

of life insurance, the C o m m i s s i o n e r s  1980 Standard O r d i n a r y  M o r t a l i t y
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Table w i t h  Ten- Y e a r  Select M o r t a l i t y  Factors. The adjusted premiums 

and p r e s e n t  values for a policy of industrial insurance shall be 

c a l c u l a t e d  on the basis of the Commissioner's 1961 Standard Industrial 

M o r t a l i t y  Table. The adjusted premiums and present values for a 

p o licy issued in a p a r t icular calendar 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 c a l e n­

dar year. Provided, however, that

(1) at the option of the insurer, calculations for all 

policies issued in a particular calendar year may be made on the basis 

of a rate of interest not exceeding the nonforfeiture interest rate, 

as d e f i n e d  in this subsection, for policies issued in the immediately 

pre c e d i n g  calendar year;

(2) under a paid-up nonforfeiture benefit, including a 

paid-up divi d e n d  addition, a cash surrender value available, shall be 

ca l c u l a t e d  on the basis of the mor t a l i t y  table and rate of interest 

used in determining the amount of the paid-up nonforfeiture benefit 

and p a i d-up dividend additions, if any;

(3) an insurer may calculate the amount of a guaranteed 

paid-up nonfo r f e i t u r e  benefit including any paid-up addition under the 

policy on the basis of an interest rate no less than that specified in 

the p o licy for calculating cash surrender values;

(4) in calculating the present value of paid-up term i n s u r­

ance w i t h  accomp a n y i n g  pure endowment, if any, offered as n o n f o r f e i­

ture benefit, the rates of mor t a l i t y  assumed may be not more than 

those shown in the Commissioner's Extended Term Insurance Table for 

policies of ordinary insurance and not more than the Commissioner's

1961 Industrial Extended Term Insurance Table for policies of i n d u s­

trial insurance;

HB 373 -30-



1

2

3

4

5

6

7

8

9

10

11

12

13

14

IE

IE

17

1t

15

2(

2

2:

2:

2

2

2

2

2

2

(5) for insurance issued on a substandard basis, the calcu­

lations of adjusted premiums and present values may be based on appro­

priate modifications mentioned above;

(6) an ordinary mortality table, adopted after 1980 by the 

National Association of Insurance Commissioners, that is approved by 

regulation adopted by the director for use in determining the minimum 

nonforfeiture standard may be substituted for the Commissioner's 1980 

Standard Ordinary Mortality Table with or without Ten-Year Select

Mo rtality Factors or for the Commissioner's 1980 Extended Term Insur­

ance Table;

(7) an industrial mortality table, adopted after 1980 by 

the National Association of Insurance Commissioners, that is approved 

by regulation adopted by the director for use in determining the

m i n i m u m  nonforfeiture standard may be substituted for the Commis­

sioner's 1961 Standard Industrial Mortality Table or the Commis­

sioner's 1961 Industrial Extended Term Insurance Table.

(u) The nonforfeiture interest rate a year for a policy issued 

in a particular calendar year shall be equal to 125 percent of the 

calendar year statutory valuation interest rate for the policy as

defined in the Standard Valuation Law, rounded to the nearer one 

quarter of one percent.

(v) Notwithstanding any other provision in this chapter, a 

refiling of nonforfeiture values or their methods of computation for a 

previously approved policy form which involves only a change in the 

interest rate or mortality table used to compute nonforfeiture values 

shall not require refiling of any other provision of that policy form.

(w) An insurer may file with the director a written notice of 

its election to comply with the provisions of this subsection after a 

specified date before January 1, 1989. That date shall be the
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o p e r a t i v e  d a t e  o f  t h i s  s u b s e c t i o n  f o r  t h e  i n s u r e r .  I f  a n  i n s u r e r

m a k e s  n o  e l e c t i o n ,  t h e  o p e r a t i v e  d a t e  o f  t h i s  s u b s e c t i o n  f o r  t h e

i n s u r e r  s h a l l  b e  J a n u a r y  1, 1 9 8 9 .

(x) I n  t h e  c a s e  o f  a  p l a n  o f  l i f e  i n s u r a n c e  w h i c h  p r o v i d e s  f o r

f u t u r e  p r e m i u m  d e t e r m i n a t i o n ,  t h e  a m o u n t s  o f  w h i c h  a r e  t o  b e  d e t e r ­

m i n e d  b y  t h e  i n s u r e r  b a s e d  o n  t h e n  e s t i m a t e s  o f  f u t u r e  e x p e r i e n c e ,  o r  

i n  t h e  c a s e  o f  a n y  p l a n  o f  l i f e  i n s u r a n c e  w h i c h  i s  o f  s u c h  a  n a t u r e  

t h a n  m i n i m u m  v a l u e s  c a n n o t  b e  d e t e r m i n e d  b y  t h e  m e t h o d s  d e s c r i b e d  i n  

s u b s e c t i o n s  (b) - (k) o r  (m) o f  t h i s  s e c t i o n ;

(1) t h e  d i r e c t o r  m u s t  b e  s a t i s f i e d  t h a t  t h e  b e n e f i t s  p r o ­

v i d e d  u n d e r  t h e  p l a n  a r e  s u b s t a n t i a l l y  a s  f a v o r a b l e  t o  p o l i c y h o l d e r s  

a n d  i n s u r e d  a s  t h e  m i n i m u m  b e n e f i t s  o t h e r w i s e  r e q u i r e d  b y  s u b s e c t i o n s  

(b) - (m) o f  t h i s  s e c t i o n ;

(2) t h e  d i r e c t o r  m u s t  b e  s a t i s f i e d  t h a t  t h e  b e n e f i t s  a n d  

p a t t e r n  o f  p r e m i u m s  o f  t h e  p l a n  d o  n o t  m i s l e a d  p r o s p e c t i v e  p o l i c y h o l ­

d e r s  o r  i n s u r e d s ;

(3) t h e  c a s h  s u r r e n d e r  v a l u e s  a n d  p a i d - u p  n o n f o r f e i t u r e  

b e n e f i t s  p r o v i d e d  b y  t h e  p l a n  m u s t  n o t  b e  l e s s  t h a n  t h e  m i n i m u m  v a l u e s  

a n d  b e n e f i t s  r e q u i r e d  f o r  t h e  p l a n  c o m p u t e d  b y  a m e t h o d  c o n s i s t e n t

w i t h  t h e  p r i n c i p l e s  o f  t h i s  S t a n d a r d  N o n f o r f e i t u r e  L a w  f o r  L i f e  I n s u r ­

a n c e ,  a s  d e t e r m i n e d  b y  r e g u l a t i o n s  a d o p t e d  b y  t h e  d i r e c t o r .

(y) A  c a s h  s u r r e n d e r  v a l u e  a n d  a p a i d - u p  n o n f o r f e i t u r e  b e n e f i t  

a v a i l a b l e  u n d e r  t h e  p o l i c y  i n  t h e  e v e n t  o f  d e f a u l t  i n  a  p r e m i u m  p a y ­

m e n t  d u e  a t  a n y  t i m e  o t h e r  t h a n  o n  t h e  p o l i c y  a n n i v e r s a r y  s h a l l  b e  

c a l c u l a t e d  w i t h  a l l o w a n c e  f o r  t h e  l a p s e  o f  t i m e  a n d  t h e  p a y m e n t  o f  

f r a c t i o n a l  p r e m i u m s  b e y o n d  t h e  l a s t  p r e c e d i n g  p o l i c y  a n n i v e r s a r y .  A l l  

v a l u e s  r e f e r r e d  t o  i n  (d) - (m) o f  t h i s  s e c t i o n  m a y  b e  c a l c u l a t e d  u p o n  

t h e  a s s u m p t i o n  t h a t  a  d e a t h  b e n e f i t  is p a y a b l e  a t  t h e  e n d  o f  t h e  

p o l i c y  y e a r  o f  d e a t h .  T h e  n e t  v a l u e  o f  a n y  p a i d - u p  a d d i t i o n s ,  o t h e r
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1 than p a i d - u p  t e r m  additions, shall b e  not less th a n  the amounts u s e d  

to p r o v i d e  the additions. N o t w i t h s t a n d i n g  the pro v i s i o n s  of (d) of 

this section, c e r t a i n  a d d i t i o n a l  b e n e f i t s  a n d  premiums for those 

a d d i t i o n a l  benefits, shall b e  d i s r e g a r d e d  in a s c e r t a i n i n g  cash s u r r e n­

der v a l u e s  and n o n f o r f e i t u r e  b e n e f i t s  required b y  this section, a nd no 

a d d i t i o n a l  b e n e f i t s  shall be r e q u i r e d  to be i n c l u d e d  in any p a i d-up 

n o n f o r f e i t u r e  benefits. The b e n e f i t s  to be d i s r e g a r d e d  are those p a i d

(1) in the ev e n t  of death or disme m b e r m e n t  by accid e n t  or 

a c c i d e n t a l  m e a n s ;

(?.) in the event of total and per m a n e n t  disability;

(3) as a r e v e r s i o n a r y  annuity or d e f e r r e d  r e v e r s i o n a r y

a n n u i t y  benefits;

(4) as term i n s u r a n c e  benefits p r o v i d e d  by a rider or

s u p p l e m e n t a l  p o l i c y  p r o v i s i o n  to which, if issued as a separate

policy, this s e c tion w o u l d  not apply;

(5) as term i n s u r a n c e  on the life of a child or on the

lives of c h i l d r e n  p r o v i d e d  in a p o l i c y  on the life of a parent of the 

child, if the t e r m  insu r a n c e  expires before the child's age is 26, is 

u n i f o r m  in a m o u n t  after the child's age is one, and has not b e c o m e  

p a i d - u p  by r e a s o n  of the d e a t h  of a parent of the child; and

(6) as other p o l i c y  b e n e f i t s  a d d i tional to life insurance

and e n d o w m e n t  benefits.

(z) This subsection, in a d d i t i o n  to all other a p p licable s e c­

tions of this law, shall apply to all p o l i c i e s  i ssued on or after 

J a n u a r y  1, 1987. The c a s h  s u r r e n d e r  value a v a i l a b l e  under the policy 

in the event of default in a p r e m i u m  payment due on a p olicy a n n i v e r­

sary shall be in an a m o u n t  w h i c h  does not d iffer by more than two- 

t enths of one percent of e i t h e r  the amount of insurance, if the 

i n s u r a n c e  be u n i f o r m  in amount, or the average amount of i n surance at
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the b e g i n n i n g  of each of the first 10 policy years, from the sum of 

the greater of zero and the basic cash value hereinafter specified and 

the pre3ent value of any existing paid-up additions less the amount of 

any indebtedness of the insurer under the policy. The basic cash 

v a l u e  shall be equal to the present va l u e  on the policy anniversary of 

the future guaranteed benefits w h i c h  w o u l d  have bee n  provided for by 

the policy, excluding any existing paid-up additions and before 

de duction of any indebtedness to the insurer if there had bee n  no 

default, less the then present value of the nonforfeiture factors as 

d e f ined in this subsection, corresponding to the premiums which would 

have fallen due on and after the p o licy anniversary. Provided, h o w­

ever, that the effects on the basic cash value of supplemental life

insurance or annuity benefits or of family _____? as described in

subsection (d) or (j), w hichever is applicable, be the same as are the 

effects specified in (d) or (j) of this section, whichever is ap p l i­

cable, on the cash surrender values defined _____?. The nonforfeiture

factor for each policy year shall be an amount equal to a percentage 

of the adjusted premium for the policy year, as defined in (h), (i), 

and (j) of this section or, w h ichever is applicable. Except as is 

required by the next succeeding sentence of this paragraph, the p e r­

centage (1) must be the same percentage for each policy year between 

the second policy anniversary and the later of (A) the fifth policy 

anniversary and (B) the first policy anniversary at which there is 

available under the policy a cash surrender value in an amount, before 

including any paid-up additions and before deducting any indebtedness 

of at least two-tenths of one percent of either the amount, of insur­

ance, if the insurance be uniform in amount, or the average amount of 

insurance at the beginning of each of the first 10 policy years; and

(2) must be such that no percentage after the later of the two policy 
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anniversaries specified in (1) of this subsection may a p p l y  to fewer 

than five consecutive policy years. Provided, that n o  basic cash 

value may be less than the value w h i c h  w o u l d  be o b t a i n e d  if the 

adjusted premiums for the policy, defined in ( h ) , (i), a n d  (j) of this 

section or in (m) of this section, whi c h e v e r  is applicable, w e r e  

substituted for the nonforfeiture factors in the calculation of the 

basic cash value. All adjusted premiums and present v a l u e s  referred 

to in this subsection shall for a particular policy be calculated on 

the same mortality and interest bases as are u s e d  in demonstrating the 

policy compliance with the other subsections of this section. The 

cash surrender values referred to in this subsection shall include all 

endowment benefits provided for by the policy. Any c a s h  surrender 

value available other than in the event of default in a premium p a y­

ment due on a policy anniversary, and the amount of a n y  paid-up n o n­

forfeiture benefit available under the policy in the e v e n t  of default 

in a premium payment shall be determined in manners consistent with 

the manners specified for determining the analogous m i n i m u m  amounts in 

(b) - (g), ( m ) , and (y) of this section. The amounts of any cash s u r­

render values and of any paid-up nonforfeiture benefits granted in 

connection with additional benefits such as those listed as items (1) 

through (6) in (y) of this section shall conform with the principles 

of this subsection.

(aa) This section shall not apply to any of the following:

(1) reinsurance;

(2) group insurance;

(3) pure endowment;

(4) annuity or reversionary annuity contract;

(5) term policy of uniform amount, which provides no g u a r­

anteed nonforfeiture or endowment benefits, or renewal thereof, o f  20
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years or less expi r i n g  b e f o r e  age 71, for w h i c h  u n i f o r m  prem i u m s  are 

p a y a b l e  during the e n t i r e  t e r m  of the policy;

(6) term p o l i c y  of d e c r easing amount, w h i c h  provides no 

g u a r a n t e e d  n o n f o r f e i t u r e  or endowment b e n e f i t s  , on w h i c h  each adjusted 

premium, calculated as s p e c i f i e d  in (h) - (m) of this section is less 

than the adjus t e d  p r e m i u m s  calculated, on a p o l i c y  of u n i f o r m  amount 

or renewal thereof, w h i c h  provides no g u a r a n t e e d  n o n f o r f e i t u r e  or 

end o w m e n t  benefits, i s s u e d  at the same age and for the same initial 

amount of insurance for a ter m  defined as follows: for ages at issue

50 and under, the t e r m  shall be 15 years; thereafter, the t e r m  shall 

decr e a s e  one year for e a c h  yea r  of age b e y o n d  50, and for a te r m  of 20 

years or less expiring b e f o r e  age 71, for w h i c h  u n i f o r m  premiums are 

pa y able during the e n t i r e  term of the policy;

(7) policy, w h i c h  provides no g u a r a n t e e d  n o n f o r f e i t u r e  or 

e n dowment benefits, f or w h i c h  no cash surr e n d e r  value, if any, or 

p r e sent value of any p a i d - u p  n o n f o r f e i t u r e  benefit, at the b e ginning 

of any policy year, c a l c u l a t e d  as spe c i f i e d  in (d) - (m) of this s e c­

tion, exceeds two and o n e - h a l f  percent of the amount of insurance at 

the b e g i n n i n g  of the same p o licy year;

(8) policy w h i c h  shall he d e l i v e r e d  outside this state 

th r ough an agent or o t h e r  r e p r e s entative of the insurer issuing the 

policy.

(bb) For purposes of d etermining the a p p l i c a b i l i t y  of this s e c­

tion, the at expiry for a joint term life insurance p o l i c y  shall be 

the age at expiry of the oldest life.

(cc) The o perative date of this s e c tion is J a n u a r y  1, 1968 except 

that an insurer may el e c t  to comply w i t h  this section b efore that date 

by filing a written n o t i c e  of election w i t h  the d i r e c t o r  a w r i t t e n  

n otice of election is not effective u nless the insurer specifies in
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(1) the date u p o n  w h i c h  this s e c tion is to be operative, 

w h i c h  dat e  m u s t  be later than the date on w h i c h  the n o t i c e  is filed;

(2) the p o l i c i e s  to w h i c h  this section applies.

* Sec. 4. AS 21.84.220(b) i s  amended to read:

(b) In the case of c e rtificates other than those for w h i c h  

r e s e r v e s  a re computed o n  the Comm i s s i o n e r ' s  1958 Stan d a r d  O r d i n a r y  

M o r t a l i t y  Ta b l e  or the C o m m i s s i o n e r ' s  1941 Standard Industrial Table 

or a m o r e  recent table m a d e  a p p l i c a b l e  to life i n surance c o m p a n i e s , 

the v a l u e  of every p a i d - u p  n o n f o r f e i t u r e  b e n e f i t  and the amount of a 

ca s h  s u r r e n d e r  value, lo a n  or o t h e r  o p t i o n  g r a nted m a y  not b e  less

than the excess, if any, of (1) ove r  (2) of this section, as follows:

(1) the r e s e r v e  un d e r  the certificate de t e r m i n e d  on the

basis s p e c i f i e d  in the certificates;

(2) the s u m  o f  any indebtedness to the society on the

certificate, including interest due and accrued, a n d  a surrender 

c h arge equal to 2 1/2 percent of the face amount of the certificate, 

which, in the case of insurance on the lives of children, shall be the 

ulti m a t e  face amount of the certificate, if death benef i t s  prov i d e d  

th e rein are graded.

* Sec. 5. AS 21.84.220(d) is a m e n d e d  to read:

(d) In the case of certificates for w h i c h  r e s e r v e s  are computed 

on the C o m m i s sioner's 1941 Stan d a r d  Ordinary M o r t a l i t y  Table or the 

Co m m i s s i o n e r ' s  1941 Stan d a r d  Industrial Table or the Commissioner's 

1958 S t a n d a r d  Ordin a r y  M o r t a l i t y  Table or a more recent table made 

a p p l i c a b l e  to life i n surance c o m p a n i e s , every p a i d - u p  nonfo r f e i t u r e  

b e n e f i t  a n d  the amount of a ny cash surrender value, loan or other 

op t i o n  g r a n t e d  may not be less than the c o r r e s p o n d i n g  amount 

a s c e r t a i n e d  in ac c o r d a n c e  w i t h  the provisions of the laws of this
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state applicable to life insurers issuing policies containing like 

insurance benefits based upon these tables.

* Sec. 6. AS  21.84.350 is amended by adding a n ew subsection to read:

(j) Notwithstanding (g) of this section, a society m ay value its 

certificates in accordance wi t h  v aluation standards authorized by the 

laws of this state for the valuation o f  policies issued by a life 

insurance company.

* Sec. 7. This Act takes effect immediately in accordance wi t h  A S  01.-


