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BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 373 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act en tit led : "An Act r e la tin g  to nonforfeiture b en efits  o f l i f e

insurance p o lic ie s  and reserve valuation  standards 

for l i f e  insurance p o lic ie s  and annuity contracts; 

and providing for an e f fe c t iv e  date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 21.18.110(b) i s  amended to read:

(b) This subsection app lies to only those p o lic ie s  and contracts  

issued on or a fter  the operative date of AS 21.45.300 except as other- 

v;ise provided in (c) o f th is  sectio n  and (6) o f th is  subsection for 

group annuity and pure endowment contracts issued before that opera­

t iv e  date:

(1) F.xcept as otherwise provided in (c) o f th is  section  and

(6) of th is  subsection, the minimum standard for the valuation o f  a l l  

these p o lic ie s  and contracts sh a ll be the commissioner18 reserves  

valuation methods {COMMISSIONER'S RESERVES VALUATION METHODS] defined  

in (b)(2) ,  (5) ar.d (8) o f th is  sec tio n , three and one-half percent

in te r e s t , or in the case of p o lic ie s  and contracts, other than annuity 

and pure endowment con tracts , issued on or a fte r  July 1, 1978, f iv e  

and one-half percent in te r e st  for s in g le  premium l i f e  insurance 

p o lic ie s  and four and one-half percent in te r e s t  for a l l  other 

p o lic ie s ,  and the fo llow ing tab les:

(A) for a l l  ordinary p o lic ie s  o f l i f e  insurance issued  

on the standard b a s is , excluding d isa b ility  and accid en ta l death 

b en efits in the p o lic ie s  — the Commissioner's 1958 Standard
-1 - CSHB 373(L&C)
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O r d i n a r y  M o rtality T a b l e , for policies issued b e f o r e  the o p e r a­

tive date of AS 2 1 . 4 5 . 3 0 0 ( w ) . of the Standard N o n f o r f e i t u r e  L a w  

for L i f e  Insurance as amended, except that for a category of 

p oli c i e s  issued on f e m a l e  risks, all m o d i f i e d  n e t  premiums and 

p r e s e n t  values, r e f e r r e d  to in (b)(2) of this section m a y  be 

c a l c u l a t e d  according to an age not mor e  than six years younger 

than the actual age of the insured; a nd for policies issued on or 

a f t e r  the operative date of A S  2 1 . 4 5 . 3 0 0 (w) of the Standard 

N o n f o r f e i t u r e  L aw f or L i f e  Insurance as amended

(i) the Comm i s s i o n e r ' s  1980 Standard Ordinary 

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

(ii) at the elect i o n  of the insurer for any one or 

m o r e  specified plans of life insurance, the C ommissioner's 

1980 Standard O r d i n a r y  M o r t a l i t y  Table w i t h  10 year Select 

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

(iii) any o r d i n a r y  m o r t a l i t y  table, adopted after 

1980 by the N a t i o n a l  A s s o c i a t i o n  of Insurance Commissioners, 

that is appr 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  the director 

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

the policies;

(B) for all industrial life insurance policies issued 

on the standard basis, e x cluding d i s a b i l i t y  and accidental death 

be 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  Industrial 

M o r t a l i t y  Table for the policies issued b e f o r e  the ope r a t i v e  

d a t e  of AS 21.45.300(1), of the Standard N o n f o r f e i t u r e  L a w  for 

life I n s u r a nce as a m e n d e d , and [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  TABLE) for the policies issued on or after 

the e f fective [OPERATIVE] date of AS 21.45.300(1) the C o m m i s­

sioner's 1961 S t a n d a r d  Industrial M o r t a l i t y  Table or any 
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industrial m o r t a l i t y  table, a d o p t e d  a f t e r  1980 by the Nati o n a l  

A s s o c i a t i o n  of I n surance 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 f l a t i o n  p r o m u l g a t e d  b y  the dire c t o r  for use in determ 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 such p o l i c i e s ;

(C) for individual a n n u i t y  and pure e ndowment c o n­

tracts, e x c l u d i n g  d i s a b i l i t y  and a c c i d e n t a l  death benefits in the 

policies -- 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  Table, or, at the

option of the insurer, the A n n u i t y  M o r t a l i t y  Table for 1949,

ultimate, or any m o d i f i c a t i o n  of e i t h e r  of these tables approved 

by the director;

(D) for group a n n uity a nd pure endowment contracts,

exc l u d i n g  d i s a b i l i t y  and a c c idental de a t h  benefits in the p o l i­

cies -- the Group A n n u i t y  M o r t a l i t y  T a b l e  for 1951, any m o d i f i c a­

tion of the table a p p r o v e d  by the director, or, at the o ption of 

the insurer, any of the tables or m o d i f i c a t i o n s  of tables s p e c i­

fied for individual annuity and pure endowment contracts;

(E) for total and p e r m a n e n t  disability bene f i t s  in or 

s u p p l e m e n t a r y  to ordinary policies or contracts the tables of 

period 2 disablement rates and the 1930 to 1950 t ermination rates 

of the 1 9 5 2  di s a b i l i t y  study of the society of actuaries, w i t h  

due r e g a r d  to the type of benefit or any table of d i s a b lement and 

t ermin a t i o n  rates adopted after 1980 by the National A s s o c i a t i o n  

o f Insurance C o m m i s s i o n e r s  that are approved by r e g u l a t i o n  

a d o pted by the dire 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

dard of val u a t i o n  for the p o l i c i e s ; the table shall, for active 

lives, be combined w i t h  a m o r t a l i t y  table permitted for c a l c u l a t­

ing the reserves for life insurance policies;

(F) tor accidental d e a t h  benefits in or s u p p l e m e n t a r y  

to policies -- the 1959 A c c i d e n t a l  D e a t h  Benefits T a b l e  or any
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accidental death benefits table adopted after 1980 by the 

National A s s o c i a t i o n  of Insurance Commissioners that is approved 

by regulation adopted b y  the director for use in determining the 

m i n i m u m  standard of v a luation for the policies combined with a 

m o r t a l i t y  table perm i t t e d  for calculating the reserves for life 

insurance policies;

(G) for group life insurance, life insurance issued on 

the substandard basis and other special benefits -- tables 

approved by the director.

(2) Except as otherwise provided in (5) and (8) of this 

subsection, reserves according to the c o m m i s s i o n e r 's reserve valuation 

method [COMMISSIONER'S RESERVE VALUATION METHOD], for the life insur­

ance and endowment benefits of policies providing for a u n i f o r m  amount 

of insurance and req u i r i n g  the payment of u n i f o r m  premiums^ shall be 

the excess, if any, of the present value, at the date of valuation, of 

the future guaranteed benefits provided for by the policies, over the 

then present value of any future modified net premiums; the modified 

net premiums for the policy shall be the u n i f o r m  percentage of the 

respective contract premiums for the benefits that the present value, 

at the date of issue of the policy, of all the modified net premiums 

shall be equal to the sum of the then present value of the benefits 

provided for by the policy and the excess of (A) over ( B ) , as follows:

(A) a net level annual premium equal to the present 

value, at the date of issue, of the benefits provided for after 

the first p olicy year, divided by the present value, at the date 

of issue of an annuity of one a year payable on the first and 

each subsequent anniversary of the policy on wh i c h  a premium 

falls due; however, the net level annual premium may not exceed 

the net level annual premium on the 19-year [19 YEAR] premium

CS H B  3 7 3 (L&C) -4-
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w h o l e  life p l a n  for i n s u r a n c e  of the s ame a mo u n t  at a n  a g e  one 

y e a r  h i g h e r  t h a n  the age at issue of the  policy}

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

p r o v i d e d  for in the f i r s t  policy y ear; 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 life in s u r a n c e  p o l i c y  i s s u e d  o n  o r  a fter

J a n u a r y  1, 1987 for 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  that 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 f i r s t  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 id e s  an e n d o w m e n t  b e n e f i t  or a

cas 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  of t h es e  in a n  amount

g r e a t e r  t han the e x c e s s  premium, th e  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 of a p o l i c y  a n n i v e r­

sary o c c u r r i n g  o n  or b e f o r e  the a s s u m e d  e n d i n g  d ate, 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 p a r a g r a p h  (5), s ha l l  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 this s u b s e c t i o n  and the r e s e r v e  as of the p o l i c y  a n n i v e r­

sary ; the r e s e r v e  sh all 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 ,  ex c e pt

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

p e r c e n t  of the a m o u n t  of the e x c e s s  first y e a r  p r e m i u m ,

(i i ) 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 em i u m s  

shall be d e t e r m i n e d  with o u t  r e f e r e n c e  to p r e m i u m s  o r  

h 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 l 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 he a s s u m e d  to m a t u r e  on the 

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

(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  date shall be c o n s i d e r e d  as an e n d o w m e n t  b e n e f i t ;  i n

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
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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 nd  (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  t h 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  policy 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  c a s h  

s u r r e n d e r  v a l u e  t h e n  a v a i l a b l e  is g r e a t e r  than 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 erve 

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 LUATION METHOD] for:

(i) l i f e  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  or r e q u i r i n g  the payment 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  contracts

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  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 s o l e  p r o p r i e t o r s h i p )  or by an 

e m p l o y e e  o r g a n i z a t i o n ,  or b y  b o t h ,  o t h e r  t h a 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. A 0 8  of t h e  I n t e r n a l  R e v e n u e  

C o d e ,  as a m e n d e d ,

(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 

all p o l i c i e s  a n 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 ,  e x c e p t  life 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  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  a l l  o t h e r  a n n u i t y  a n d  pur e  e n d o w m e n t  c o n t r a c t s ,  

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 t i o n ,  e x c e p t  that  a n y  e x t r a  

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

s h a l l  b e  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  of m o d i f i e d  n e t  

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  f o r  all

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 f i t s ,  b e  less t h a n  t h e  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  t h e  m e t h o d s  s et  o u t  i n  ( b ) ( 2 ) ,  (5)x  [AND] (8) a n d  (10) o f  this 

s e c t i o n ,  a n d  the 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  of 

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  fo r  s u c h  p o l i c i e s .

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 the 

o p t i o n  o f  the 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  f o 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  t h i s  s e ct i o n ,  b u t  the r a t e  o r  r ates 

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  and 

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  th e  c o r r e s p o n d i n g  

r a t e  o r  r a t e s  of i n t e r e s t  u s e d  i n  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 .

lif e i n s u r e r  on a p o l i c y  o r  c o n t r a c t  is less t h a n  the v a l u a t i o n  net 

p r e m i u m  for the p o l i c y  o r  c o n t r a c t  c a l c u l a t e d  b y  the 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 the p o l i c y  o r  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  of m o r t a l i t y  a n d  rat 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  fo 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  the 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 the m o r t a l i t y  table, rat e  

of 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  fo r the 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  the m e t h o d  a c t u a l l y  u s e d  f o r  the 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  and 

r a t e  o f  i n t e r e s t  a n d  r e p l a c i n g  th e  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  for w h i c h  the v a l u a t i o n  ne 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 his 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  ar e

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

(5) 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

-7- C S H B  3 7 3 ( L & C )



those standards r e f e r r e d  to in (C) of this paragraph. Notwithstanding 

this paragraph, for a life insurance policy issued on or after 

January 1, 1987 for w h i c h  the gross p r e m i u m  in the first policy year 

exceeds that of the second year and for w h i c h  no comparable additional 

benefit is prov i d e d  in the first year for the excess premium and which 

provides an endowment benefit or a cash surrender value or a combina­

tion of these in an amount greater than the excess p r e mium the p r o­

visions of this p a r a g r a p h  shall be applied as if the m e t h o d  used in 

calculating the reserve for such a policy were the m e t h o d  described in 

paragraph (2) of this subsection, ignoring the second paragraph of 

paragraph (2) of this subsection. The m i n i m u m  reserve at each policy 

anniversary of such a policy shall b e  the greater of the m i n i m u m

reserve calculated in accordance wi t h  paragraph (2), including the 

second p a r a g r a p h  of that paragraph, and the minimum reserve calculated 

in accordance with this paragraph.

(6) Except as provided in (C) of this paragraph, the [THE] 

m i n i m u m  standard for the v a luation of all individual annuity and pure

endowment contracts issued on or after the operative date of this

paragraph as set out in (7) of this subsection and for all annuities 

and pure endowments p u rchased on or after that date under group a n n u­

ity and pure endowment contracts, shall be the commissioner's reserve 

valuation methods [COMMISSIONER'S RESERVE VALUATION METHODS] defined 

in (2) and (8) of this subsection and the following tables and inter­

est rates:

(A) for individual single premium immediate annuity 

contracts, e x cluding any disability and accidental death benefits 

in such contracts -- the 1971 individual annuity mortality table 

or an individual annuity m o rtality table, adopted after 1980 by 

the National Associ a t i o n  of Insurance Commissioners, that is
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approved by regulation adopted by the director for use in d e t e r­

mi n i n g  the m i n i m u m  standard of v a l u a t i o n  for the c o n t r a c t s , or 

any m o dification of these tables [THIS TABLE] approved by the 

director [COMMISSIONER] and seven and one-half p e r c e n t  interest;

tracts, other than single p r e m i u m  immediate a n n u i t y  contracts, 

excluding any disability a nd accidental death b e n e f i t s  in such 

contracts -- the 1971 individual annuity m o r t a l i t y  table or an 

individual annuity m o r t a l i t y  table, adopted a f t e r  1980 b y  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  standard of valu a t i o n  for the c o n t r a c t s , or any m o d i f i c a­

tion of these tables [THIS TABLE] approved by the director [COM­

MISSIONER] and five and o n e - h a l f  percent interest for single 

p r e m i u m  deferred annuity a nd pure endowment contracts and four 

and one-half percent interest for all other such individual 

annuity and pure endowment contracts;

under group annuity and pure endowment contracts, excluding any 

disability and accidental death benefits p u r c h a s e d  under such 

contracts -- the 1971 group annuity mortality table or a group 

annuity mortality table, adopted after 1980 b y  the National 

A ssociation of Insurance Commissioners, that is approved by 

regulation adopted by the director for use in determining the 

m i n i m u m  standard of v a l u a t i o n  for the ann u i t i e s  and pure 

e n d o w m e n t s , or any m o d i f i c a t i o n  of these tables [THIS TABLE] 

approved by the director [COMMISSIONER], and se v e n  and one-half 

percent interest.

(7) After July 1, 1978, an insurer m a y  file w i t h  the

(B) for individual annuity and pure endowment con-

(C) for all annuities and pure endowments purchased
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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  of its e l e c t i o n  to comply w i t h  the

p r o v i s i o n s  o f  (6) of this s u b s e c t i o n  a f t e r  a specified da t e  b efore 

J a n u a r y  1, 1979, w h i c h  shall b e  the o p e r a t i v e  date of that r e q u i r e m e n t  

for the insurer; however, an insurer m a y  elect a d i f f e r e n t  ope r a t i v e  

date for ind i v i d u a l  a n n u i t y  and pur e  end o w m e n t  c ontracts f r o m  that

e l e c t e d  for gr o u p  a n n u i t y  and pure e n d o w m e n t  contracts. If an insurer 

ma k e s  n o  election, the o p e r a t i v e  date of (6) of this s u b s e c t i o n  for 

the insurer is J a n u a r y  1, 1979.

(8) This s e c t i o n  applies to all annuity and p u r e  e n dowment

c o ntracts o t h e r  than gr o u p  a n n uity a nd p u r e  endowment cont r a c t s  p u r­

chased u n d e r  a r e t i r e m e n t  plan or p l a n  of defe r r e d  compensation, 

e s t a b l i s h e d  or m a i n t a i n e d  b y  an e m p l o y e r  (including 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 )  or b y  an employee organization, or b y  both, other 

than a p l a n  p r o v i d i n g  individual r e t i r e m e n t  accounts or individual

ret 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 Internal R e v e n u e  Code, as 

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

m e t h o d  I 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  J for b e n e f i t s  under 

an n uity or pure e n d o w m e n t  contracts, e x cluding any d i s a b i l i t y  and 

acc i d e n t a l  death b e n e f i t s  in those contracts, shall be the grea t e s t  of 

the r e s p e c t i v e  excesses of the p r e sent values, at the date of v a l u a­

tion, of the future g u a r a n t e e d  benefits, including g u a r a n t e e d  n o n f o r­

feiture benefits, p r o v i d e d  for by those contracts at the end of each 

r e s p e c t i v e  contract year, over the p r e s e n t  value, at the date of 

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

gross consider a t i o n s ,  r e q u i r e d  by the terms of such contract, that

b e c o m e  p a y a b l e  b e f o r e  the end of that respective c o n t r a c t  year. The

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

table, if any, and the interest rate, or rates, s p e c i f i e d  in such

c o ntracts for d e t e r m i n i n g  g u a r a n t e e d  benefits. T he 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  are the p o r t i o n s  of the respective gross considerations 

a p p l i e d  under the terms of those contracts to d e t e r m i n e  n o n f orfeiture 

v a l u e s .

Sec. 2. AS 21.18.110 is a m e n d e d  by adding n e w  s u b s e ctions to read:

(c) The calendar y e a r  s t a t u t o r y  valuation interest rates defined 

in (d) of this section shall be the interest rates us e d  in determining 

the m i n i m u m  standard for the v a l u a t i o n  of

(1) a life i n s u r a n c e  p o licy issued in a p a r t icular calendar

year, on or after the o p e r a t i v e  date of s u b s ection (w) of the Standard

N o n f o r f e i t u r e  L a w  for Life Insurance;

(2) an individual a n n uity and p u r e  endowment contract

i ssued in a particular c a l e n d a r  year on or after J a n uary 1, 1984;

(3) an annuity and pure endowment p u r c h a s e d  in a particular 

c a l e n d a r  year on or after J a n u a r y  1, 1984 u n d e r  a group annuity and 

pure endowment contract; and

(4) the net increase, if any, in a p a r t i c u l a r  calendar year 

after January 1, 1984, in an amount hel d  un d e r  a guaranteed interest 

c o n t r a c t .

(d) The calendar y e a r  statutory v a l u a t i o n  interest rates, I,

shall be d e t ermined as follows and the results rounded to the nearer 

o n e - q u a r t e r  of one percent

(1) for life insurance,

1 « .03 t W  (Rj - .03) ♦ W/2 (R2 - .09);

(2) for a single p r e m i u m  immediate annuity and for an 

a n n u i t y  benefit involving a life contingency a r i sing from another 

a n n u i t y  with a cash s e t t l e m e n t  option and f r o m  a g u a ranteed interest 

contract with a cash s e t t l e m e n t  option,

I = .03 t H  (R - .03)

w h e r e  is the lesser of R and .09,
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R 2 is the greater of R  and .09,

R  is the reference interest rate defined in (J) of

this section, and W  is the w eighting factor defined in

(f) of this section;

(3) for other annuities with cash settlement options and 

other guaranteed interest contracts wit h  cash settlement options, 

v a l u e d  on an issue year basis, except as stated in (2) above, the 

formula for life insurance in (1) of this subsection shall apply to an 

annuity or guaranteed interest contract w i t h  a guarantee duration in 

excess of 10 years and the formula for a single premium immediate

annuity in (2) of this subsection shall apply to an annuity or

guaranteed interest contract with a guarantee duration of 10 years or 

l e s s ;

(A) for other annuities with no cash settlement options and 

for other guaranteed interest contracts with no cash settlement 

options, the formula for a single premium immediate annuity in (2) of 

this subsection shall apply;

(5) for other annuities with cash settlement options and 

guaranteed interest contracts with cash settlement options, valued on 

a change in fund b a s i s , the formula for a single premium immediate 

annuity in (2) of this subsection shall apply.

(e) Notwithstanding (2) of this subsection, if the calendar year 

statutory val u a t i o n  interest rate for a life insurance policy differs 

f r o m  the corresponding actual rate for a similar policy issued in the 

immediately preceding calendar year by less than one-half of one 

percent, the calendar year statutory valuation interest rate for the 

life insurance policy shall be equal to the corresponding actual rate 

for the immediately preceding calendar year. For the purpose of this 

p a ragraph the calendar year statutory valuation interest rate shall be 

CSHB 3 7 3 (T.&C) -12-
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d e t e rmined for 1980 using the reference interest rate defined for 1979 

and shall be determined for each following calendar y e a r  regardless of 

w h e n  subsection (w) of the Standard N o n f orfeiture L a w  for Lif e  

Insurance becomes operative.

(f) The wei g h t i n g  factors referred to in (c) of this section are 

as follows:

(1) W e ighting Factors for Life Insurance:

Guarantee

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 or less; .50

m o r e  t han 10, b u t  n o t  m o r e  than 20; .45

m o r e  tha n  20; .35

for life i n s u r a n c e ,  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  o f  y e a r s  t h e  life i n s u r a n c e  ca n  r e m a i n  

in f orce on a b a s i s  g u a r a n t e e d  in th e  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 l i f e  i n s u r a n c e  w i t h  a 

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

g u a r a n t e e d  in th e  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

f a c t o r  tor a si 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 annuity 

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  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  an 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  -- .80;

(3) 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  

on an issue y e a r  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  T y p e

Y e a r s A B C
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5 or less; .80 .60 .50

2 m o r e  tha n  5, but not

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

4
1 m o r e  than 10, but n o t

5 m o r e  than 20; .65 .50 .45

6 m o r e  than 20; .45 .35 .35

7 jj (4) for ann u i t i e s  and g u a r a n t e e d

8 ( interest contracts v a l u e d  on

9
I

a c h ange in fund basis, the

10 factors shown in (3) of this

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

12 1 (5) for a n nuities and g u a r a n t e e d

1 3 ' inter e s t  contracts v a l u e d  on

1<1
1
1 an issue year basis, o t h e r

15
1

11 than those with no ca s h  s e t t l e­

16 men t  options, w h i c h  do not

17 gu a r a n t e e  interest on c o n s i d e r a -

18 1 tions r e c e i v e d  m o r e  than one y e a r

19 |! after issue or p u r c h a s e  and for

20 a n n u i t i e s  and g u a r a n t e e d  interest

21
1
I c o n t r a c t s  valued on a c h a n g e  in

r.
|

fund ba s i s  wh i c h  do n ot g u a r a n t e e

2:
1

} 1 interest rates on c o n s i d e r a t i o n s

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

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

,1
26l> factors shown in (3) of this

27 ̂ s u b s ection or d e r i v e d  in (4) of

28 !, this s u b section i n c r e a s e d  by; .05 .05 .05

2 ?  IS (g) T he g u a r a n t e e  d u r a t i o n  for ot h e r a n nuities w i t h  cas h
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settlement options a n d  g u a r a n t e e d  interest contracts wit h  cash 

settlement options is the n u m b e r  of years for w h i c h  the contract 

g u a r antees interest rates in excess of the calendar year statutory 

v a l u a t i o n  interest rate for life insurance policies w i t h  guarantee 

d u r a t i o n  in e xcess of 20 years. For other annuities wit h  no cash 

settlement options and for gua r a n t e e d  interest contracts with no cash 

settlement options, the guarantee duration is the n u m b e r  of years from 

the date of issue or date of purc h a s e  to the date annuity benefits are 

s c h e d u l e d  to commence.

(h) In this subsection pl a n  type is defined as follows:

(1) p l a n  type A: at any time policyholder may withdraw

funds only

(A) w i t h  an adjustment to reflect a change in interest 

rates or asset values since receipt of the funds by the insurer}

(B) w i t h o u t  such adjustment but in installments over 

five years or more;

(C) as an immediate life annuity; or

(D) no w i t hdrawal permitted;

(2) plan type B: before e x p iration of the interest rate

guarantee, p o l i c y h o l d e r  m a y  w i t h d r a w  funds only

(A) wit h  adjustment to reflect a change in interest 

rates or asset v alues since receipt of the funds by the insurer;

(B) w i t h o u t  adjustment but in installments o v e r  five 

years o r  m o r e ;  or

(C) no wit h d r a w a l  permitted; at the end of interest 

rate guarantee, funds m a y  be w i t h d r a w n  w i t hout adjustment in a 

single sum or installments over less than five years;

(3) plan type C: p o licyholder m a y  w i t h d r a w  funds before

exp i r a t i o n  of an interest rate guarantee in a single sum or

-15- CSHB 3 7 3 (L&C)
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in s t a l l m e n t s  o v e r  less than five y e a r s  either

(A) w i t h o u t  a d j u s t m e n t  to r e f l e c t  c h a n g e s  in i nt er est  

r a t e s  or a s s e t  v a l u e s  s ince r e c e i p t  of th e f u n d s  b y  the insurer; 

or

(B) s u bj ec t o n l y  to a f i x e d  s u r r e n d e r  c h a r g e  s t i p u­

lated in the co nt r a c t  as a p e r c e n t a g e  o f  the  fund.

(i) An i n s u r e r  m a y  elect to v a l u e  a g u a r a n t e e d  i n t e r e s t  co nt r a c t

w i t h  a cash  s e t t l e m e n t  o p t i o n  a n d  an 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  on e i t h e r  an iss ue  y e a r  b a s i s  or on a c h a n g e  in fund  basi s.  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  no cash s e t t l e m e n t  o p t i o n  a n d  an 

a n n u i t y  w i t h  n o  cas h s e t t l e m e n t  o p t i o n  m u s t  b e  v a l u e d  o n  an i s s u e  year 

basis. In this s u b s e c t i o n  a n  i s s u e  year b a s i s  o f  v a l u a t i o n  m e a n s  a 

v a l u a t i o n  b a s i s  u n d e r  w h i c h  the in terest r a t e  u s e d  to d e t e r m i n e  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  for the entire d u r a t i o n  of the a n n u i t y  or 

g u a r a n t e e d  i n t e r e s t  co nt r a c t  is the c a l e n d a r  y e a r  v a l u a t i o n  interest 

rate for the y e a r  of issue o r  y e a r  of p u r c h a s e  of the a n n u i t y  or 

g u a r a n t e e d  i n t e r e s t  contract, a n d  the c h a n g e  in fun d b a s i s  of v a l u a­

tion m e a n s  a v a l u a t i o n  b a sis  u n d e r  w h i c h  the i n t e r e s t  r at e  u s e d  to 

d e t e r m i n e  the m i n i m u m  v a l u a t i o n  st andard a p p l i c a b l e  to e a c h  c h a n g e  in 

the fu n d  h e l d  u n d e r  the a n n u i t y  or 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  is the 

c a l e n d a r  y e a r  v a l u a t i o n  i n t e r e s t  rate for th e y e a r  of the c h a n g e  in 

the fund.

(j) The  r e f e r e n c e  i n t e r e s t  rates r e f e r r e d  to in (C) of this 

s e c t i o n  are as follows:

(1) for life insur an ce,  the l e s s e r  of  the a v e r a g e  interest 

rat e for a p e r i o d  of 36 m o n t h s  and 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  of 12 months, end i n g  o n  June 30 o f  the c a l e n d a r  y e a r  next 

p r e c e d i n g  the y e a r  o f  issue, o f  M o od 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 or at es , as p u b l i s h e d  b y  M o o d y ’s Investors
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Service, Inc.j

(2) for a  single p r e m i u m  immediate annuity and for an 

annuity b e n efit i n v o l v i n g  a life c o n t i ngency arising f r o m  a n o ther 

annuity w i t h  a cash s e t t lement option and a g u a r a n t e e d  inte r e s t  c o n­

tract w i t h  a cash s e t t lement option, the average interest rat e  for a 

period of 12 months, e nding on June 30 of the calendar year of issue 

or year of purchase, of M o o d y ' s  C o rporate Bo n d  Y i e l d  A v e r a g e  -- 

M o n t h l y  A v e rage Corporates, as p u b l i s h e d  by M o o d y ' s  Investors Service, 

I n c . }

(3) for o t h e r  annuities w i t h  cash settlement o p t i o n s  and

g uaranteed interest c o ntracts w i t h  cash settlement options, v a l u e d  on 

a year of issue basis, e x cept as provi d e d  in (2) of this subsection, 

with a guarantee dura t i o n  in excess of 10 years, the lesser of the 

average interest rate for a p eriod of 36 m onths and the a v e rage i n t e r­

est rate for a p e r i o d  of 12 months, e nding on June 30 of the calendar 

year of issue or purchase, of Moody's Corporate Bond Yield A v e r a g e  -- 

M o n thly Average Corporates, as publ i s h e d  by M o o d y ' s  Investors Service, 

I n c . ;

(A) for other annuities wit h  cash settlement o p t i o n s  and

guaranteed interest contracts w i t h  cash settlement options, v a l u e d  on 

a year of issue basis, except as provided in (2) of this subsection, 

w i t h  a guarantee dura t i o n  of 10 years or less, the average interest 

rate for a period of 12 months, ending on June 30 of the c a l e n d a r  year 

of issue or purchase, of Moody's Corporate Bond Yield A v e r a g e  -- 

Monthly Average Corporates, as p u blished by M o o dy's Investors Service, 

I n c . i

(5) for other annuities wit h  no cash settlement o p t i o n s  and 

for guaranteed interest contracts wit h  no cash settlement options, the

average interest rate for a period of 12 months, e n d i n g  on Jun e  30 of
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the c a l e n d a r  y e a r  of issue or pur 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  Service, Inc.;

(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 ions a nd 

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  options, v a l u e d  on 

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

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

of the c a l e n d a r  y e a r  of t h e  c h a n g e  in the fund, 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  Serv i c e ,  Inc.

(k) In the e v e n t  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 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 no 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 erv i c e ,  Inc., o r  in the e v e n t  that 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

ance C o m m i s s i o n e r s  d e t e r m i n e s  that 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  

Service, Inc. is n o  l o n g e r  a p p r o p r i a t e  for the d e t e r m i n a t i o n  of the 

r e f e r e n c e  i n t e r e s t  rate, 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  of 

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

ci 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  and 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 director, m a y  be substi t u t e d .

(1) If a p l a n  of life i n s u r a n c e  that p r o v i d e s  for future 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  of w h i c h  are to be d e t e r m i n e d  b y  the 

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

life i n s u r a n c e  o r  a n n u i t y  is of 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  b e  d e t e r m i n e d  by the m e t h o d s  d e s c r i b e d  in AS 2 1 . 1 8 . 1 1 0 ( b ) ( 2 ) ,

(5) a n d  (8), the r e s e r v e s  that a r e  h e l d  shall b e  a p p r o p r i a t e  in r e l a­

tion to the b e n e f i t s  and the p a t t e r n  of p r e m i u m s  for that plan, a n d  be 

c o m p u t e d  by a m e t h o d  that 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  o f  this

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

* Sec. 3. A S  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:

Se c .  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  INS UR 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  f o r  life 

i n s u r a n c e .

(b) In t h e  c a s e  of p o l i c i e s  i s s u e d  o n  a nd  a f t e r  the 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  in (cc) of this s e c t i o n  n o  p o l i c y  of 

lif e  i n s u r a n c e ,  e x c e p t  as s t a t e d  i n  (aa) of this se ct io n, m a y  be 

d e l i v e r e d  or i s s u e d  f o r  d e l i v e r y  in thi s s tat e 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  th a t  in the o p i n i o n  

of t h e  d i r e c t o r  a re  at l e a s t  as f a v o r a b l e  to the d e f a u l t i n g  o r  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 a r e  the 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  a n d  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  (z) of  this sectioni

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  fo r at  least one full year, the insu re r 

w i l l  g r a n t ,  u p o n  p r o p e r  r e q u e s t  n o t  later than 60 d a y s  a f t e r  the due 

d a t e  o f  the p r e m i u m  in d ef 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 p o li cy , e f f e c t i v e  as of the d u e  date, of the 

a m o u n t  as m a y  be  s p e c i f i e d  in this section.

the d u e  dat e of  a n y  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  ha v e  

b e e n  p a i d  for at l e a s t  t h r e e  full y e a r s  in the case o f  o r d i n a r y  i n s u r­

an c e  a n d  f i v e  f ul l  y e a r s  in the c as e  of i n d u s t r i a l  i ns ur a n c e ,  the 

i n s u r e r  w i l l  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 ca s h  

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

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 p o l 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 han 60 

d a y s  a f t e r  t he  due d a t e  o f  the p r e m i u m  in default;

(1) that, 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  payment,

(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 d ay s  after

(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  shall
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(4) that if the policy shall have become paid up by c o m p l e­

tion of premium payments, or if it is continued under a paid-up n o n­

forfeiture benefit w h i c h  became effective on or after the third policy 

anniversary in the case of ordinary insurance, or the fifth p o l i c y  

anniversary in the case of industrial insurance, the insurer will pay, 

upon surrender of the policy w i t h i n  30 days after any policy a n n i v e r­

sary, a cash surrender value of the amount specified;

(5) in the case of all other policies, a statement of the 

m ortality table and interest rate used in calculating the cash s u r r e n­

der values and the paid-up nonforfeiture benefits available under the 

policy, together w i t h  a table showing the cash surrender value, if 

any, and paid-up nonforfeiture benefit, if any, available under the 

policy on each policy anniversary, either during the first 20 policy 

years or during the term of the policy, w h ichever is shorter, such 

values and benefits to be calculated upon the assumption that there 

are no dividends or paid-up additions credited to the policy and that 

there is no indebtedness to the insurer on the policy;

(6) a statement that the cash surrender values and the 

paid-up nonforfeiture benefits available under the policy are n ot less 

than the m i n i m u m  values and benefits required by or under the i n s u r­

ance law of this state; an explanation of the m anner in which the cash 

surrender values and the paid-up nonforfeiture benefits are a l t ered by 

the existence of any paid-up additions credited to the policy or any 

indebtedness to the insurer on the policy; or if a detailed statement 

of the method of computation of the values and benefits shown in the 

policy is not stated in the policy, a statement that the m e t h o d  of 

computation has been filed w i t h  the insurance supervisory official of 

the state in wh i c h  the policy is delivered; and a statement of the 

m e thod to be used in calculating the cash surrender value and p a i d - u p
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nonfo r f e i t u r e  b e n efit available under the p o licy on any policy 

anniversary b eyond the last a n n i v ersary for w h i c h  the values and 

benefits are consecutively shown in the policy;

(7) that instead of a stipulated paid-up n o n f o r f e i t u r e  

b e n efit as described in (1) of this subsection, the i n s u r e r  m ay s u b­

stitute, upo n  proper request not later than 60 days after the due date 

of the p r e m i u m  in default, an a c t u a r i a l l y  equivalent alternative 

paid-up nonforfeiture b e n efit that provides a greater a m o u n t  or longer 

p e r i o d  of death benefits or, if applicable, a g r e a t e r  amount of 

earlier payment of endowment benefits;

(8) in the case of a p o l i c y  w h i c h  causes on a ba s i s  g u a r a n­

teed in the policy an u n s c h e d u l e d  change in benefits or premiums, or 

w h i c h  provides an o ption for a change in benefits or premiums other 

than a change to a n e w  policy, a statement of the m o r t a l i t y  table, 

interest rate, and m e t h o d  used in c alculating cash surrender values 

and the paid-up nonfo r f e i t u r e  benefits available under the policy;

(c) Any of the provisions or portions of p r o v isions set out in 

(b)(1) - (8) of this section which are not applicable by reason of the 

plan of insurance may, to the extent inapplicable, be o m i t t e d  from the 

policy. The insurer shall reserve the right to defer the payment of a 

cash surrender value for a period of six m o n t h s  after d e m a n d  has been 

made on the policy surrendered.

(d) A  cash surrender value available under the policy in the 

event of default in a premium payment due on any p o l i c y  anniversary 

w h e ther or not required by (b) of this section, shall be an amount not 

less than the excess, if any, of the present value on the anniversary 

of the future g u a r anteed benefits w h i c h  w o u l d  have b e e n  p r o v i d e d  for 

by the policy, including any exist i n g  p a i d-up additions, if there has 

been no default, over the sum of
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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  t h e  a d j u s t e d  p r e m i u m s  a s

d e f i n e d  in (h) - (w) o f  this s e c t i o n ,  c o r r e s p o n d i n g  to 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  on a n d  a f t e r  the a n n i v e r s a r y ;  a n d

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

(e) N o t w i t h s t a n d i n g  (d) of t h i s  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  the o p e r a t i v e  d a t e  o f  (w) 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  li 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 t h e  o p t i o n  of 

th e  i n s u r e d  a n d  fo 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 ,  th e  c a s h  s u r r e n d e r  v a l u e  refe r r e d  

to in (d) of t h i s  s e c t i o n  s h a l l  b e  a n  a m o u n t  n o t  l e s s  t h a n  t h e  sum 

o f  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) o f  t h i s  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 th e  sam e  a g e  w i t h o u t  the 

s a m e  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  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) of thi s  s e c t i o n  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  b y  t h e  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) o f  this s e c t i o n ,  if a f a m i l y  p o l i c y  

i s s u e d  on  or a f t e r  the e f f e c t i v e  d a t e  of (w) of t his 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  an d  p r o v i d e s  t e r m  i n s u r a n c e  o n  the l i f e  of t h e  sp ou s e  

o f  t h e  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  t h e  s p o u s e  is a g e  71, t h e  cas 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) o f  thi s  s e c t i o n  s h a l l  b e  a n  a m o u n t  

n o t  less t h a n  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  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 th e  s a m e  a g e  w i t h o u t  

the t e r m  i n s u r a n c e  on the l i f e  o f  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) for a p o l i c y  w h i c h  p r o v i d e s  o n l y  t h e  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  or 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 d a y s  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  pay m e n t s ,  or a

(2) the a m o u n t  of 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  on
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p o l i c y  continued under any paid-up nonforfeiture benefits whether or 

n ot requ i r e d  by (b) of this section, shall b e  an amount not less than 

the present value, on the anniversary, of the future guaranteed b e n e­

fits provi d e d  for by the policy, including any existing paid-up a d d i­

tions, decreased by any indebtedness to the insurer on account of or 

secured by the policy.

(g) A  paid-up nonfo r f e i t u r e  benefit available under the policy 

in the event of default in the premium payment due on any policy 

an n i v e r s a r y  shall be such that its present value as of the anniversary 

shall be at least equal to the cash surrender value provided for by 

the p olicy or, if none is prov i d e d  for, that cash surrender value 

w h i c h  wo u l d  have been r e q u i r e d  b y  this section in the absence of the 

conditions that premiums shall have been paid for at least a specified 

p e r i o d .

(h) Except as p r o v i d e d  in (j) of this section, the adjusted 

premiums for a policy shall be calculated on an annual basis and shall 

be the u n i form percentage of the respective premiums specified in the 

p olicy for each policy year, excluding extra premiums on a substandard 

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

all the adjusted premiums shall be equal to the sum of (1) the then 

pr e sent value of the future guaranteed benefits provided for by the 

policy; (2) two percent of the amount of the insurance, if the 

insurance is uniform in amount, or of the equivalent uniform amount, 

as defined, if the amount of insurance varies wit h  the duration of the 

policy; (3) AO percent of the adjusted premiums for the first policy 

year; (A) 25 percent o f  either the adjusted p r e m i u m  for the first 

policy year or the adju s t e d  premium for a whole life policy of the 

same u n i form or equivalent u n i f o r m  amount w i t h  u n i f o r m  premiums for 

the whole of life issued at the same age for the same amount of
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insurance, whic h e v e r  is less, except that in applying the percentage 

specified in (3) and (4) of this subsection no adjusted premiums shall 

be con s i d e r e d  to exceed four percent of the amount of insurance or 

u n i f o r m  amount equivalent thereto. Whenever the plan or term of a 

policy has been changed, either b y  request of the insured or automat­

ically in accordance with the provisions of the policy, the date of 

i n ception of the changed policy for the purposes of determining a 

n o n f o r f e i t u r e  benefit or cash surrender value shall be the date as of 

w h i c h  the age of the insured is determined for the purposes of the 

ch a nged policy. The date of issue of a policy for the purposes of 

this section shall be the date on w h i c h  the rated age of the insured 

is determined. This subsection does not apply to policies issued on 

or after the operative date of (w) of this section.

(i) If a policy provides an amount of insurance w h i c h  varies 

w i t h  the duration of the policy, the equivalent uniform amount of in­

surance for the purpose of (h) of this section shall be considered to 

be the u n i form amount of insurance provided by an otherwise similar 

policy, containing the same endowment benefit or benefits, if any, 

issued at the same age and for the same term the amount of which does 

not var y  wi t h  the duration and the benefit un d e r  which have the same 

present value at the date of issue as the benefits under the policy, 

except that in the case of a policy a varying amount of insurance 

issued on the life of a child under age 10, the equivalent uniform 

amount may be computed as though the amount of insurance provided by 

the p olicy before the attainment of age 10 were the amount provided by 

the policy at age 10.

(j) The adjusted premiums for a policy which provides term 

insurance benefits by rider or supplemental policy provision shall be 

equal to (1) the adjusted premiums for an otherwise similar policy 
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issued at the same age w i t h o u t  the term insurance benefits, increased 

d u r i n g  the p e r i o d  for w h i c h  premiums for the t e r m  insurance benefits 

are payable, b y  (2) the adjusted premiums for the term insurance, the 

fo regoing items (1) and (2) being calculated separately in accordance 

w i t h  (h) and (i) of this section, except that, for the purposes of (h)

(2), (3) and (4) of this section, the amount of insurance of e q u i v a­

lent u n i f o r m  amount of insurance used in the calculation of the 

adju s t e d  premiums r e f e r r e d  to in (2) of this subsection shall be equal 

to the e xcess of the c o r r e s p o n d i n g  amount d e t ermined for the entire 

policy ove r  the amount u s e d  in the calculation of the adjusted p r e m i­

ums in (1) of this subsection.

(k) A ll adju s t e d  premiums and present v a l u e s  referred to in this 

section shall for all policies of ordinary insurance be calculated on 

the basis of the Commi s s i o n e r ' s  1958 S t a n d a r d  Ordinary Mortality 

Table, e x cept that for any category or ordin a r y  insurance issued on 

female risks, adjusted premiums and present values m ay be calculated 

a ccording to an age not more than six years younger than the actual 

age of the insured. Except as provided in (1) of this section, the 

calculations for all policies of industrial insurance shall be made on 

the basis of the 1941 Standard Industrial M o r t a l i t y  Table. All ca l c u­

lations shall be made on the basis of the rate of interest specified 

in the p olicy for c a l c u lating cash surrender values and paid-up n o n­

forfeiture benefits. T he rate of interest specified in the policy may 

not exceed three and one-half percent a year except that (1) a rate of 

interest not exc e e d i n g  five and one-half p e r c e n t  a year may be used 

for policies issued or or after July 1, 1978, and (2) a rate of i n t e r­

est not e x ceeding six and one-half percent a year m ay be used for a 

single p r e m i u m  whole life or endowment i n surance policy. In c a l c u l a t­

ing the present value of paid-up term insurance wi t h  a c companying pure
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endowment, if any, o f f e r e d  as a n o n f o r f e i t u r e  benefit, the ra t e s  of 

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

be  n ot m o r e  than those sh 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  

Insu r a n c e  Table. In the case of a p o l i c y  o f  i n d u strial insurance, the 

rates of m o r t a l i t y  m a y  be n o t  m o r e  than 130 percent o f  the rates of 

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  Table. 

T h e  c a l c u l a t i o n  of the a d j u s t e d  premiums a n d  p r e sent v a l u e s  for i n s u r­

ance issued on a s u b s t a n d a r d  basis m a y  b e  b a s e d  o n  a n o t h e r  table of 

m o r t a l i t y  as m a y  be 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 

director. Thi s  s u b s e c t i o n  does n o t  a p p l y  to p o l i c i e s  i s sued on or 

after the o p e r a t i v e  date o f  (w) of this section.

(1) In case of i n d u s t r i a l  policies i s s u e d  on or af 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  and p r e s e n t  v a l u e s  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  1961 

Stand a r d  I n d u s t r i a l  M o r t a l i t y  Table and t he rate o f  inte r e s t  s p e c i f i e d  

in the p o l i c y  for c a l c u l a t i n g  cash 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

forfeiture b e nefits, howe v e r ,  that s p e c i f i e d  the rat e  of i n t e r e s t

s p ecified in the p o l i c y  m a y  not e x c e e d  th r e e  and o n e - h a l f  p e r c e n t  a 

year e xcept that (1) a ra t e  of interest n ot e x c e e d i n g  five a nd one- 

half 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  on or after 

July 1, 1978; and (2) a rate of i n t e r e s t  not e x c e e d i n g  six and one-

half p e r c e n t  a yea r  m a y  be used for a s ingle p r e m i u m  w h o l e  life or

endowment insu r a n c e  policy. In c a l c u l a t i n g  the p r e s e n t  v a l u e  of

paid-up term 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  pure e n d o wment, if any, 

offered as a n o n f o r f e i t u r e  benefit, the ra t e s  of m o r t a l i t y  a s s u m e d  m a y  

be not m o r e  than those shown 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  

Extended T e r m  Insu r a n c e  Table. The 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

ums and p r e s e n t  v alues for insurance i s s u e d  on 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  on a table of 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  
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by the director. This subsection does n ot apply to policies issued on

or after the o p erative date of (w) of this section.

(m) Except as provided in (s) of this section, the adjusted 

premiums for a policy shall be c a l c ulated on an annual basis and shall 

be a uniform pe r c e n t a g e  of the res p e c t i v e  premiums specified in the 

p olicy for ea c h  policy year, excluding amounts payable as extra p r e m i­

ums to cover impairments or special h a z ards and also excluding a 

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

in a statement of the m e t h o d  to be u s e d  in calculating the cash sur­

render values and paid-up n o n f o rfeiture benefits, that the present 

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

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

guaranteed bene f i t s  provided for b y  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 p o l i c y  years; and (3) 125 p e r c e n t  of the nonforfeiture net 

level p r e mium as defined in (n) - (t) of this section. In applying 

the percentage specified in (3) of this paragraph a nonforfeiture net 

level p r e m i u m  shall not exceed four p e r c e n t  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 b e ginning of each of the first 10 policy 

years. The date of issue of a p o l i c y  for the purpose of this

subsection shall be the date as of w h i c h  the rated age of the insured 

is determined. This subsection applies to all policies issued after 

the operative date of (w) of this section.

(n) The nonforfeiture net level p r e mium shall be equal to the

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

benefits provi d e d  for by the policy d i v i d e d  by the present value, at

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

-27- C S H B  3 7 3 (L&C)



I
I
i
i

ij

2 1

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

1S

2C

21

2:

2:

2‘

2!

21

2

21

2

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

policy on w h i c h  a p r e m i u m  falls due. This subsection applies to all 

policies issued after the operative date of (w) of this section.

(o) In the case of policies wh i c h  cause on a basis guaranteed in 

the policy un s c h e d u l e d  changes in benefits or premiums or which 

provide an option for changes in benefits or premiums other than a 

change to a n e w  policy, the adjusted premiums and present values shall 

initially be calculated on the assumption that future benefits and 

premiums do not change from those stipulated at the date of issue of 

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

future adjusted premiums, nonforfeiture net level premiums, and pre­

sent values shall be r e c alculated on the assumption that future ben e­

fits and premiums do not change from those stipulated by the policy 

immediately after the change. This subsection applies to all policies 

issued after the operative date of (w) of this section.

(p) Except as provided in (s) of this section, the recalculated 

future adjusted premiums for a policy shall be a uniform percentage of 

the respective future premiums specified in the policy for each policy 

year, excluding amounts payable as extra premiums to cover impairments 

and special hazards, and also excluding any u n i form annual contract 

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

method to be used in calculating the cash surrender values and paid-up 

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

to the newly defined benefits or premiums, of all future adjusted 

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

present value of the then future guaranteed benefits provided for by 

the policy; and (B) the additional expense allowance, if any; over (2) 

the then cash surrender value if any, or present value of any paid-up

nonforfeiture benefit under the policy. This subsection applies to 
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all policies issued after the operative date of (w) of this section.

(q) The additional e x p e n s e  allowance, at the time of the change 

to the newly defined bene f i t s  or premiums, shall b e  the sum of (1) one 

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

at the b e ginning of ea c h  of the first 10 policy years a f t e r  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 p olicy years after the time of the most 

recent previous change, or, if there h as been n o  p r e v i o u s  change, the 

date of issue of the policy; and (2) 125 p e r cent of the increase, if 

positive, in the n o n f o r f e i t u r e  net level premium. This subsection 

applies to all policies i ssued after the oper a t i v e  date of (w) of this 

s e c t i o n .

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

equal to the result o b t a i n e d  by dividing (1) b y  (2) wh e r e

(1) equals the sum of

(A) the n o n f o r f e i t u r e  net level p r e m i u m  applicable 

before the change times the present value of an a n n u i t y  of one a 

year payable on each a n n i v ersary of the p o l i c y  on or subsequent 

to the date of the c h a n g e  on w h i c h  a p r e m i u m  w o u l d  have fallen 

due had the change not occurred; and

(B) the p r e s e n t  value of the increase in future g u a r­

anteed benefits p r o v i d e d  for by the policy; and

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

payable on each a nniversary of the p olicy on or subsequent to the date 

of change on which a p r e m i u m  falls due. Th i s  s u b s e c t i o n  applies to 

all policies issued after the operative date of (w) of this section.

(8) Notwiths t a n d i n g  (m) - (q) of this section, in the case of a 

policy issued on a su b s t a n d a r d  basis wh i c h  p r o v i d e s  r e d u c e d  g r a d e d  

amounts of insurance so that, in each policy year, the p o l i c y  has the
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same t a b u l a r  m o r t a l i t y  cos t  as an o t h e r w i s e  similar p o l i c y  i ssued on 

the s t a n d a r d  basis w h i c h  p r o v i d e s  h i g h e r  u n i f o r m  a m o u n t s  of insurance, 

the a d j u s t e d  p r e m i u m s  a nd 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  as if it 

w e r e  i s s u e d  to p r o v i d e  th o s e  h i g h e r  u n i f o r m  a m o unts of i n surance on 

the s t a n d a r d  basis. Th i s  s u b s e c t i o n  a p p l i e s  to all p o l i c i e s  issued 

a f t e r  the o p e r a t i v e  dat e  of (w) o f  this section.

(t) 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 a p o l i c y  of 

o r d i n a r y  i n s u r a n c e  r e f e r r e d  to in this section shall 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  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  Table 

or, at the e l e c t i o n  of the i n s u r e r  for any o ne or m o r e  spec i f i e d  plans 

of life insurance, 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  T e n - Y e a r  S e l e c t  M o r t a l i t y  Factors. T h e  a d j u s t e d  premiums 

a n d  p r e s e n t  v a l u e s  for a p o l i c y  of industrial i nsurance 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  1961 S t a n d a r d  Industrial 

M o r t a l i t y  Table. The a d j u s t e d  prem i u m s  and p r e s e n t  values for a 

p o l i c y  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  yea r  shall be c a l c u l a t e d  on the 

b a s i s  of a rate of i n t e r e s t  n ot e x c e e d i n g  the n o n f o r f e i t u r e  interest 

r a t e  as d e f i n e d  in this s u b s e c t i o n  for policies i s s u e d  in that c a l e n­

dar year. Provided, h o w e v e r ,  that

(1) at the o p t i o n  of the insurer, c a l c u l a t i o n s  for all 

p o l i c i e s  issued in a p a r t i c u l a r  calendar yea r  m a y  be m a d e  on the ba s i s  

of a r a t e  of inter e s t  n o t  e x c e e d i n g  the n o n f o r f e i t u r e  interest rate, 

as d e f i n e d  in this subsection, for poli c i e s  i s s u e d  in the 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;

(2) 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  benefit, i n c l u d i n g  a 

p a i d - u p  d i v i d e n d  a ddition, a c a s h  surr e n d e r  v a l u e  available, shall be 

c a l c u l a t e d  on the ba s i s  of the m o r t a l i t y  table a n d  rate of i n t e r e s t  

u s e d  in d e t e r m i n i n g  the a mount o f  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  

a nd p a i d - u p  d i v i d e n d  additions, if any;
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(3) an  i n s u r e r  m a y  c a l c u l a t e  the a m o u n t  of a g u a r a n t e 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  i n c l u d i n g  a n y  p a i d - u p  a d d i t i o n  u n d e r  the 

p o l i c y  o n  t he  b a s i s  o f  a n  i n t e r e s t  r a t e  n o  les6 t h a n  that s p e c i f i e d  in 

th e 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  valuesi

(4) in c a l c u l a t i n g  t h e  p r e s e n t  v al ue  o f  p a i d - u p  t e r m  i n s u r­

an 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 n o n f o r f e i­

tur e  b e n e f i t ,  the r a t e s  o f  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 ha n

t h o s e  s h o w n  in the C o m n i s s i o n e r ' s  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  for 

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

trial in su r a n c e ;

(5) 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  basis, the c a l c u­

lat i o n s  of  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 al u e s  m a y  be b a s e d  on a p p r o­

pri a t e  m o d i f i c a t i o n s  m e n t i o n e d  above;

(6) an  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 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 ,  that 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  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  

n o n f o r f e i t u r e  s t a n d a r d  m a y  b e  s u b s t i t u t e d  for the C o m n 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  or w i t h o u t  T e n - Y e a r  S e l e c t  

M o r t a l i t y  F a c t o r s  or for the C o m n i s s i o n e r ' s  1 98 0  E x t e n d e d  T e r m  I n s u r­

ance T a b l e ;

(7) an i n d u s t r i a l  m o r t a l i t y  table, a d o p t e d  a f t e r  1980 by 

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 n i s s l 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  b y  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  n o n f o r f e i t u r e  s t a n d a r d  m a y  b e  s u b s t i t u t e d  for 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  or the C o m m i s­

si 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  Ta bl e .  T h i s  

s u b s e c t i o n  a p p l i e s  to all p o l i c i e s  i s s u e d  a f t e r  the o p e r a t i v e  d a t e  of 

(w) o f  this section.
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(u) T he nonfo r f e i t u r e  interest rate a year for a policy issued 

in a p a r ticular calendar year shall be equal to 125 percent of the 

calendar yea r  statutory v a luation interest rate for the policy as 

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

quarter of one percent. This subsection applies to all policies

issued after the operative date of (w) of this section.

(v) Not w i t h s t a n d i n g  any other provision in this title, a 

refiling of n o n f o r f e i t u r e  values or their methods of computation for a 

previously appr o v e d  policy form which involves only a change in the 

interest rate or mortality table used to compute nonforfeiture values 

shall not r e q u i r e  refiling of any other provision of that policy form. 

This s u b s ection applies to all policies issued after the operative 

date of (w) of this section.

(w) A n  insurer m ay 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 o p e r a­

tive date of this subsection for the insurer. If an insurer makes no 

election, the operative date of this subsection for the insurer shall 

be January 1, 1989.

(x) In the case of a plan of life insurance which provides for 

future p r e m i u m  determination, the amounts of which are to be d e t e r­

mined by the insurer based on then estimates of future experience, or 

in the case of any plan of life insurance which is of such a nature 

than m i n i m u m  values cannot be determined by the methods described in 

subsections (b) - (k) or (m) of this section;

(1) the director must be satisfied that the benefits p r o­

vided under the plan are substantially as favorable to policyholders 

and insured as the m i n i m u m  benefits otherwise required by subsections 

(b) - (w) of this section;
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(2) the director m u s t  be s a t i s f i e d  that the bene f i t s  and 

p a t t e r n  of p r e m i u m s  of the pl a n  do n ot 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

ders or Insureds;

(3) the cash s u rrender v alues a n d  p a i d - u p  n o n f o r f e i t u r e  

b enefits p r o v i d e d  by the plan m u s t  n o t  b e  less than the m i n i m u m  v alues 

and bene f i t s  r e q u i r e d  for the 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 istent 

w i t h  the p r i n c i p l e s  of this 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 Life I n s u r­

ance, as d e t e r m i n e d  by re g u l a t i o n s  a d o p t e d  b y  the director.

(y) A  cash surrender v a l u e  and a p a i d - u p  n o n f o r f e i t u r e  b e n efit 

available under the p o l i c y  in the event of d e f ault in a p r e m i u m  p a y­

ment due at a n y  time other tha n  on the p o l i c y  a n n i v e r s a r y  shall be 

calculated w i t h  a l lowance for the lapse of time a n d  the p a y m e n t  of 

fractional p r e m i u m s  b e y o n d  the last p r e c e d i n g  p o l i c y  anniversary. All 

values refe r r e d  to in (b) - (w) of this s e c t i o n  may b e  c a l c u l a t e d  upon 

the a s s u m p t i o n  that a death b e n e f i t  is p a y a b l e  at the end of the

policy year of death. The net value of a n y  p a i d - u p  additions, other 

than paid-up term additions, shall be n ot less than the amounts used 

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

this section, certain additional b e n e f i t s  and p r e m i u m s  for those

additional benefits, shall be 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 values and n o n f o r f e i t u r e  b e n e f i t s  r e q u i r e d  by this section, a nd no 

additional benefits shall be r e q u i r e d  to b e  incl u d e d  in any paid-up 

n o n f orfeiture 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 paid

(1) in the event of death or d i s m e m b e r m e n t  by acci d e n t  or 

accidental means;

(2) in the event of total and p e r m a n e n t  disability;

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

annuity benefits;

(4) as term ins u r a n c e  b e n e f i t s  p r o v i d e d  by a rider or
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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 

p olicy, this s e c t i o n  w o u l d  not apply;

lives o f  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 p arent of the 

child, if the ter m  i n s u r a n c e  e x p i r e s  b e f o r e  the c h i ld's age is 26, is 

u n i f o r m  in a mount a f t e r  the c h i l d ' s  age is one, and has not b ecome 

p a i d - u p  b y  r e a s o n  of the de a t h  of a p arent of the child; and

and e n d o w m e n t  benefits.

(z) Thi s  subsection, in a d d i t i o n  to all other a p p l i c a b l e  s u b s e c­

tions of this section, shall a p p l y  to all policies i s s u e d  on or after 

J a n u a r y  1, 1987. The cash s u r r e n d e r  v a l u e  avai l a b l e  u n d e r  the policy 

in the event of d e f ault in a p r e m i u m  p a y m e n t  due on a p olicy a n n i v e r­

sary shall be in an a mount w h i c h  does not differ b y  m o r e  than two- 

t e n t h s  of one p e r c e n t  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 a m o u n t , o r  the average a m o u n t  of insurance at 

the b e g i n n i n g  of e a c h  of the f i r s t  10 p o l i c y  y e a r 6 , fro m  the sum of 

the g r e a t e r  of zero and the b a s i c  cash va l u e  h e r e i n a f t e r  specified and 

the p r e s e n t  v a l u e  of any e x i s t i n g  p a i d-up additions less the amount of 

any i n d e b t e d n e s s  of the i n s u r e r  under the policy. The basic cash 

v a l u e  shall be equal to the p r e s e n t  value on the p o l i c y  a n n i v ersary of 

the f uture 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  have b e e n  p r o v i d e d  for by 

the policy, e x c l u d i n g  any e x i s t i n g  p a i d-up a d d i t i o n s  and before 

d e d u c t i o n  of any i n debtedness to the insurer if there h ad b e e n  nc 

d e f a u l t ,  less the then present va l u e  of the n o n f o r f e i t u r e  factors ae 

d e f i n e d  in this subsection, c o r r e s p o n d i n g  to the p r e m i u m s  w h i c h  woulc 

h a v e  fallen due on and after the p olicy anniversary. Provided, h o w­

ever, that the e f f ects on the b a s i c  c a s h  value of s u p p l e m e n t a l  lift 

i n s u r a n c e  or a n n u i t y  bene f i t s  or of f a m i l y  c o v e r a g e  as des c r i b e d  ir

(5) as t e r m  i n s u r a n c e  on the life of a c h i l d  or on the

(6) as o t h e r  p o l i c y  b e n e f i t s  ad d i t i o n a l  to life insurance
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subsection (d) or (j), whichever is applicable, be the same as are the 

effects specified in (d) or (j) of this section, w h ichever is appli­

cable, on the cash surrender values as defined in that subsection. 

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), (j) and (m) of this section, whichever is

applicable. Except as is required by the next succeeding sentence of 

this paragraph, the percentage (1) must be the same percentage for 

each policy year b e t ween 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 insurance, if the insurance be

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; and (2) must be such that no 

percentage after the later of the two policy anniversaries specified 

in (1) of this subsection may apply to fewer than five consecutive 

policy years. Provided, that no basic cash value may be less than the 

value which would be obtained if the adjusted premiums for the policy, 

defined in ( h ) , (i), and (j ) of this section or in (m) of this

section, whichever is applicable, were substituted for the 

nonforfeiture factors in the calculation of the basic cash value. All 

adjusted premiums and present values referred to in this subsection 

shall for a particular policy be calculated on the same mortality and 

interest bases as are used 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 cash surrender value available other
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than in the event of default in a premium payment due on a policy 

anniversary, and the amount of any paid-up nonforfeiture benefit 

available under the policy in the event of default in a premium 

payment shall be determined in manners consistent w i t h  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 surrender

values and of any paid-up nonforfeiture benefits granted in connection 

w i t h  additional benefits such as those listed as items (1) through (6) 

in (y) of this section shall conform wit h  the principles of this 

s u b s e c t i o n .

(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, of 20 

years or less expiring before age 71, for which u n i f o r m  premiums are 

payable during the entire term of the policy;

(6) term policy of decreasing amount, wh i c h  provides no 

g u a r anteed nonforfeiture or endowment benefits, on w h i c h  each adjusted 

premium, calculated as specified in (h) - (w) of this section is less 

than the adjusted premiums calculated, on a policy of u n i f o r m  amount 

or renewal thereof, which provides no guaranteed n o n f orfeiture or 

e ndowment benefits, issued at the same age and for the same initial 

amount of insurance for a term defined as follows: for ages at issue 

50 and under, the term shall be 15 years; thereafter, the term shall

decrease one year for each year of age beyond 50, and for a term of 20 

years or less expiring before age 71, for which u n i f o r m  premiums are
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p a y a b l e  d u r i n g  the e n t i r e  ter m  of the policy;

(7) policy, w h i c h  p r o v i d e s  n o  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, for w h i c h  n o  cash s u r r e n d e r  value, if any, or 

p r e s e n t  v a l u e  of a n y  p a i d - u p  n o n f o r f e i t u r e  benefit, at the b e g i n n i n g  

of any p o l i c y  year, c a l c u l a t e d  as s p e c i f i e d  in (d) - (w) of this s e c­

tion, e x c e e d s  two a n d  o n e - h a l f  p e r c e n t  o f  the a m o u n t  of insurance at 

the b e g i n n i n g  of the same p o l i c y  year;

(8) p o l i c y  w h i c h  shall be d e l i v e r e d  o u t s i d e  this state

through an agent o r  ot h e r  r e p r e s e n t a t i v e  of the i n s u r e r  issuing the

policy.

(bb) F o r  purp o s e s  of d e t e r m i n i n g  the a p p l i c a b i l i t y  of s u b s e c t i o n  

(aa) , the at e xpiry for a joint term life i n surance policy shall be 

the age at expiry of the oldest life.

(cc) T he o p e r a t i v e  date of this s e c t i o n  is J a n u a r y  1, 1968 e xcept 

that an insurer m a y  elect to c o m p l y  w i t h  this s e c t i o n  b e fore that date 

b y  filing a w r i t t e n  n o t i c e  of e l e c t i o n  w i t h  the d i r e c t o r  a w r i t t e n  

n o t i c e  of election is not e f f e c t i v e  u n l e s s  the insurer specifies in 

the n o tice

(1) the date upo n  w h i c h  this section is to be operative,

w h i c h  date must be later than the date on w h i c h  the n o tice is filed;

(2) the p o l i c i e s  to w h i c h  this section applies.

• Sec. 4. AS 2 1 . 8 4 . 220(b) is a m e n d e d  to read:

(b) In the case of certif i c a t e s  other than those for w h i c h  

reserves are c o m p u t e d  on the C o m m i s s i o n e r ' s  1958 Standard O r d i n a r y  

M o r t a l i t y  Table or the C o m m i s s i o n e r ' s  1941 S t a n d a r d  Industrial T a b l e  

or a more recent table ma d e  app l i c a b l e  to life insurance c o m p a n i e s , 

the value of every p a i d - u p  n o n f o r f e i t u r e  b e n efit a n d  the amount of a 

cash s u rrender value, loan or other o p t i o n  g r a n t e d  m a y  not be less 

than the excess, if any, of (1) over (2) of this section, as follows:
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(1) the r e s erve u n d e r  the c e r t i f i c a t e  determined on the

b a s i s  s p e c i f i e d  in the certificates;

(2) t he s um o f  a ny indebtedness to the society on the

certificate, i n c l u d i n g  inte r e s t  due and accrued, and a surrender 

c h a r g e  equal to 2 1/2 p e r c e n t  of the face a m o u n t  of the certificate, 

which, in the case of insurance on the lives of children, shall be the 

u l t i m a t e  face a m o u n t  of the certificate, if de a t h  benefits provided 

t h e r e i n  are graded.

* Sec. 5. AS 2 1 . 8 4 . 2 2 0 ( d )  is a m e nded to read:

(d) In the case of certif i c a t e s  for w h i c h  reserves are computed 

on the C o m m i s s i o n e r ' s  1941 Standard O r d i n a r y  Mor t a l i t y  Table or the 

C o m m i s s i o n e r ' s  1941 S t a n d a r d  Industrial T a b l e  or the Commissioner's 

1958 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  Ta b l e  or a m o r e  recent table mad e  

ap p l i c a b l e  to life insu r a n c e  c o m p a n i e s , ev e r y  paid-up nonforfeiture 

b e n e f i t  and the amount of any cash s u r r e n d e r  value, loan or other 

o p t i o n  g r a nted m a y  n o t  be less than the corresponding amount 

as c e r t a i n e d  in a c c o r d a n c e  w i t h  the p r o v i s i o n s  of the laws of this 

state a p p l i c a b l e  to life insurers issuing policies containing like 

in surance b e n e f i t s  ba s e d  upo n  these tables.

V: Sec. 6. AS 2 1 . 8 4 . 3 5 0  is a m e nded by a dding a n e w  subsection to read:

(j) N o t w i t h s t a n d i n g  (g) of this section, a society may value its 

certi f i c a t e s  in a c c o r d a n c e  w i t h  v a l u a t i o n  standards authorized by the 

laws of this state for the valu a t i o n  of policies issued by a life 

i n surance company.

* Sec. 7. This A c t  takes effect immediately in accordance wit h  AS 01.-

1 0 . 0 7 0 ( c ) .
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