§ 3203. Individual life insurance policies; standard provisions as to
contractual rights and responsibilities of policyholders and insurers.
(a) Al life insurance policies, except as otherw se stated herein,
delivered or issued for delivery in this state, shall contain in
substance the followi ng provisions, or provisions which the
superintendent deens to be nore favorable to policyhol ders:

(1) that, for policies in which the anmount and frequency of prem uns
may vary, after payment of the first premum the policyholder is
entitled to a sixty-one day grace period, beginning on the day when the
i nsurer determines that the policy's net cash surrender value is
insufficient to pay the total charges necessary to keep the policy in
force for one nonth fromthat day, within which to pay sufficient
premumto keep the policy in force for three nonths fromthe date the
i nsufficiency was determ ned. For all other policies, after paynent of
the first premum the policyholder is entitled to a thirty-one day
grace period or of one nonth follow ng any subsequent prem um due date
wi thin which to make paynent of the prem umthen due. During such grace
period, the policy shall continue in full force;

(2) that if the death of the insured occurs within the grace period
provided in the policy, the insurer may deduct fromthe policy proceeds
the portion of any unpaid prem um applicable to the period ending with
the | ast day of the policy nmonth in which such death occurred, and if
the death of the insured occurs during a period for which the prem um
has been paid, the insurer shall add to the policy proceeds a refund of
any premum actually paid for any period beyond the end of the policy
nonth in which such death occurred, provided such prem um was not wai ved
under any policy provision for waiver of prem uns benefit. This
par agraph shall not apply to single prem um or paid-up policies;

(3) that the policy shall be incontestable after being in force during
the life of the insured for a period of two years fromits date of
issue, and that, if a policy provides that the death benefit provi ded by
the policy may be increased, or other policy provisions changed, upon
the application of the policyholder and the production of evidence of
insurability, the policy with respect to each such increase or change
shall be incontestable after two years fromthe effective date of such
i ncrease or change, except in each case for nonpaynent of prem uns or
violation of policy conditions relating to service in the armed forces.



At the option of the insurer, provisions relating to benefits for total
and permanent disability and additional benefits for accidental death
may al so be excepted;

(4) that the policy, together with the application therefor if a copy
of such application is attached to the policy when issued, shal
constitute the entire contract between the parties; but in the case of
policies that provide that the death benefit or other policy provisions
may be changed by witten application or by the witten notice of
exerci se of one or nore options provided in the policy, or automatically
by the ternms of the policy, the policy may al so contain a provision that
when such witten application or notice of exercise of an option is
accepted by the insurer or a notice of any change is issued by the
i nsurer and, in each case, a copy of such application or notice is
returned by mail or delivered to the policyholder at the policyholder's
| ast post office address known to the insurer, such application or
notice shall beconme part of the entire contract between the parties;

(5) that if the age of the insured has been m sstated, any anount
payabl e or benefit accruing under the policy shall be such as the
prem um woul d have purchased at the correct age;

(6) that the insurer shall annually ascertain and apportion any
di vi si bl e surplus accruing on the policy;

(7) (A that, in the case of policies which provide for the crediting
of additional anmounts pursuant to subsection (b) of section four
t housand two hundred thirty-two of this chapter or under which cash
surrender values are adjusted in accordance with a narket-val ue
adj ustment fornmula or which cause on a basis guaranteed in the policy
unschedul ed changes in benefits or prem uns or which provide an option
for changes in benefits or prem uns other than a change to a new policy,
specifies the nortality table, interest rate and nmethod used in
cal cul ati ng cash surrender val ues and any pai d-up nonforfeiture benefits
avai | abl e under the policy;

(B) that, in the case of all other policies, specifies the cash
surrender val ues and other options available in the event of default in
a prem um paynent after prem uns have been paid for a specified period,
together with a table showing, in figures, all options available during
each of the policy's first twenty years. Such options shall conply with
the requirenments of subsection (a) of section four thousand two hundred



twenty or section four thousand two hundred twenty-one of this chapter;

(8 (A) that, for a policy not in default and where three full years
prem uns have been paid or, in the case of a policy where the
pol i cyhol der nmay vary the anount and frequency of premiuns to be paid to
the insurer, after three years fromthe date of issue of the policy, the
pol i cyhol der shall be entitled to a |loan in an anobunt not exceeding the
| oan val ue, under the conditions specified in section four thousand two
hundred twenty-two of this chapter. However, a policyhol der shall be
entitled to a loan froman equity index account that credits additional
anounts | ess frequently than annually at any tine the equity index
policy has a | oan val ue;

(B) that the sole security for the | oan shall be assignnment or pledge
of the policy;

(C that, unless the policy provides for the crediting of additional
anounts pursuant to subsection (b) of section four thousand two hundred
thirty-two of this chapter or provides for the adjustnent of the policy
| oan val ue in accordance with a market-val ue adjustnment fornula or
causes on a basis guaranteed in the policy unschedul ed changes in
benefits or prem uns or provides an option for changes in benefits or
prem uns other than a change to a new policy, the policy shall contain a
tabl e showing the | oan values, if any, available during each of the
policy's first twenty years;

(D) that, in making a | oan, the insurer nmay reduce the | oan value (in
addition to the indebtedness deducted in determ ning such value) by any
unpai d prem um bal ance for the current policy year;

(E) that, if the loan is nade or repaid on a date other than the
anni versary of the policy, the insurer may collect interest for the
portion of the current policy year on a pro rata basis;

(F) that, at the option of the insurer, the | oan shall bear interest
(i) at a maximumrate of not nore than seven and four-tenths per centum
per annum if payable in advance or the equivalent effective rate of
interest if otherw se payable, or (ii) at a rate not in excess of an
adj ustabl e maxi mumrate established fromtine to tinme by the insurer as
permtted by law. If the policy provides for an adjustable rate, the
policy shall specify the regular intervals at which the interest rate is
to be determ ned which shall be at |east once every twelve nonths but
not nore frequently than once in any three nonth peri od;



(G the policy may further provide: (i) that if the interest on the
| oan is not paid when due, it shall be added to the existing |oan, and
shall bear interest at the applicable rate or rates payable on the | oan
determ ned in accordance with the provisions of the policy, and (ii)
subj ect to subsection (e) of section three thousand two hundred six of
this article that when the total indebtedness on the policy, including
i nterest due or accrued, equals or exceeds the amobunt of the policy's
| oan value and if at least thirty days' prior notice shall have been
given in the manner provided in section three thousand two hundred
el even of this article, then the policy shall term nate and becone void;

(H) any policy which provides for the crediting of additional anounts
pursuant to subsection (b) of section four thousand two hundred
thirty-two of this chapter may al so provide that if any indebtedness is
owed to the insurer on any part of the |oan val ue which woul d ot herw se
be credited with additional anobunts, such additional anmounts may be
reduced so that the total anopunts credited on such part are so credited
at arate that is up to two percent per annumless than the applicable
| oan interest rate charged or at such other rate as the superintendent,
upon the insurer's denonstrating justification therefor, nmay all ow,

(1) this paragraph eight shall not apply to terminsurance;

(J) this paragraph eight shall not apply to any policy qualified for
special tax treatnment under subsection (b) of section four hundred three
of the Internal Revenue Code of 1986, as amended, to the extent such
application would prevent such qualification;

(9) a table showi ng the anobunts of the applicable installment or
annuity paynents, if the policy proceeds are payable in installnents or
as an annuity;

(10) that the policy shall be reinstated at any tinme within three
years fromthe date of default, unless the cash surrender val ue has been
exhausted or the period of extended insurance has expired, if the
pol i cyhol der nakes application, provides evidence of insurability,

i ncl udi ng good health, satisfactory to the insurer, pays all overdue
premuns Wth interest at a rate not exceedi ng six per centum per annum
conpounded annual ly, and pays or reinstates any other policy

i ndebt edness with interest at a rate not exceeding the applicable policy
| oan rate or rates determ ned in accordance with the policy's

provi sions. This provision shall be required only if the policy provides



for termnation or |apse in the event of a default in naking a regularly
schedul ed prem um paynent;

(11) that upon surrender of the policy, together with a witten
request for cancellation, to the insurer during a period of not |ess
than ten days nor nore than thirty days fromthe date the policy was
delivered to the policy owner, the insurer shall refund either (i) any
premum paid for the policy, including any policy fees or other charges
or (ii) if the policy provides for the adjustnent of the cash surrender
benefit in accordance with a market-value adjustnent forrmula and if the
policy or a notice attached to it so provides, the amobunt of the cash
surrender benefit provided under the policy as so adjusted assum ng no
surrender charge plus the anount of all fees and other charges deducted
fromany premumpaid or fromthe policy value; provided, however, that
a policy sold by mail order nust contain a provision permtting the
policy owner a thirty day period for such surrender. A provision to this
effect shall appear in the policy or in a notice attached to it;

(12) in any policy under which additional anmounts may be credited
pursuant to subsection (b) of section four thousand two hundred
thirty-two of this chapter, that states the guaranteed factors of
nortality, expense and interest, and a statenent of the nmethod used by
the insurer in calculating actual policy val ues;

(13) in any policy under which additional anmounts may be credited
pursuant to subsection (b) of section four thousand two hundred
thirty-two of this chapter, that such additional anobunts shall be
nonforfeitable after the effective date of their crediting except for
any charges inposed under the policy which are not greater than those
al | oned under subsection (n-1) or any narket val ue adjustnent nade
pursuant to subsection (n-2) of section four thousand two hundred
twenty-one of this chapter; and

(14) in any policy under which additional amounts may be credited for
any period pursuant to subsection (b) of section four thousand two
hundred thirty-two of this chapter, that the policy shall state the
frequency at which additional anmounts are credited, which shall be no
| ess frequently than annually, except that policies that credit
addi tional anobunts in an equity index account may do so in such account
no less frequently than every three years;

(15) that states on the policy data or policy specifications page of a



partici pati ng cash value policy that dividends are not guaranteed and
the insurer has the right to change the anount of dividend to be
credited to the policy which may result in | ower dividend cash val ues
than were illustrated, or, if applicable, require nore prem uns to be
paid than were illustrated.

(16) that states on the policy data or policy specifications page of a
life insurance policy subject to subsection (b) of section four thousand
two hundred thirty-two of this chapter, to the extent applicable, that
addi ti onal anobunts are not guaranteed and the insurer has the right to
change the anount of interest credited to the policy and the anmount of
cost of insurance or other expense charges deducted under the policy
which may require nore premiumto be paid than was illustrated or the
cash values nay be | ess than those illustrated.

(17) that states on the policy data or policy specification page the
m ni mum guarantee interest rate used to determ ne the guaranteed policy
val ues.

(b) (1) Alife insurance policy delivered or issued for delivery in
this state may exclude or restrict liability in the event of death
occurring while the insured is resident in a specified foreign country
or countries, but shall not contain any provision excluding or
restricting liability in the event of death caused in a certain
speci fied manner, except as a result of:

(A) conditions specified in subsection (c) hereof, subject to the
terns of such subsection;

(B) suicide within two years fromthe date of issue of the policy;

(C aviation under conditions specified in the policy;

(D) hazardous occupations specified in the policy, provided death
occurs within two years fromthe date of issue of the policy.

(2) The superintendent may approve provisions that vary from
subpar agraphs (A) through (D) of paragraph one hereof and subsection (c)
her eof, whenever he deens such substitute provisions to be substantially
the sane or nore favorable to policyhol ders.

(3) If a death occurs that is subject to an exclusion or restriction
pursuant to this subsection or subsection (c) hereof, the insurer shall
pay the reserve on the face anount of the policy, conmputed according to
the nortality table and interest rate specified in the policy, together
with the reserve for any paid-up additions thereto, and any divi dends



standing to the credit of the policy, |ess any indebtedness to the

i nsurer on the policy, including interest due or accrued; provided that
if the policy shall have been in force for not nore than two years, the
i nsurer shall pay the anmount of the gross prem uns charged on the policy
| ess dividends paid in cash or used in the paynent of prem uns thereon
and | ess any indebtedness to the insurer on the policy, including

i nterest due or accrued.

(c) (1) Alife insurance policy delivered or issued for delivery in
this state may contain provisions excluding or restricting liability in
the event of death as a result of:

(A) war or an act of war, if the cause of death occurs while the
insured is serving in any armed forces or attached civilian unit and
death occurs no later than six nonths after the term nation of such
servi ce;

(B) the special hazards incident to service in any arned forces or
attached civilian unit, if the cause of death occurs during the period
of such service while the insured is outside the hone area, and if death
occurs outside the home area or within six nonths after the insured's
return to the hone area while in such service or within six nonths after
the term nation of such service, whichever is earlier;

(C© war or an act of war, within two years fromthe date of issue of
the policy, if the cause of death occurs while the insured is outside
the hone area but is not serving in any arnmed forces or attached
civilian unit, and death occurs outside the hone area or within six
nonths after the insured' s return to the home area.

(2) The superintendent may, by regul ation, prescribe reasonable
conditions relating to the use of provisions permtted by paragraph one
hereof . The provisions of subsection (b) hereof shall apply to any
policy containing any provision permtted by this subsection.

(3) As used in this subsection, the term

(A) "arned forces" neans the mlitary, naval, or air forces of any
country, international organization, or conbination of countries;

(B) "attached civilian unit" neans a civilian non-conbatant unit
serving with any arned forces;

(© "hone area" neans the fifty states of the United States, the
District of Colunbia, and Canada;

(D) "war" includes any war declared or undecl ared, and arned



aggression resisted by any arned forces;

(E) "act of war" nmeans any act peculiar to mlitary, naval, or air
operations in tinme of war; and

(F) "special hazards incident to service", includes those hazards
resulting in the insured' s death being presuned by reason of being
m ssing, in action, or otherwise, or the insured' s death from di sease or
i njury, accidental or otherwi se, to which a person serving in, or wth,
any arnmed forces or attached civilian units is exposed in the Iine of
duty.

(4) I'n permitting war exclusions, it is the legislative intent that
such exclusions are not to be construed or interpreted as excl usions
because of the status of the insured as a nenber of any arned forces or
attached civilian units, or because of the presence of the insured as a
civilian in a conbat area or area adjacent thereto. Such perm ssible
excl usions shall be construed and interpreted according to the fair
i mport of their ternms so as not to exclude deaths due to di seases or
acci dents which are cormon to the civilian popul ation and are not
attributable to special hazards to which a person serving in such forces
or units is exposed in the line of duty.

(5) Any such war exclusion shall termnate six nonths after the end of
the war in which the insured was engaged or the war which the insured
was |ikely to engage in at the tine of application for this policy,
after the discharge, rel ease or separation of the insured fromactive
mlitary service, after the denobilization of the insured, or after the
i nsured pernmanently | eaves the war area, whichever occurs first. The end
of war shall be determ ned by an order of the president of the United
States or by federal |law or shall be deened to occur on the effective
date of an agreenent or declaration to end all hostilities which has
been adopted or accepted by all armed forces involved therein, or in the
absence of such an agreenent or declaration at the end of ninety
continuous days fromthe end of all hostilities.

(d) (1) Subsections (b) and (c) hereof shall not apply to any
provision in a life insurance policy for additional benefits in the
event of accidental death.

(2) If a policy provides that the death benefit may be increased or
ot her policy provisions changed upon the application of the policyhol der
and the production of evidence of insurability, the policy may al so



provi de that the two-year exclusions permtted under subparagraph (B) or
(D) of paragraph one of subsection (b) hereof or subparagraph (C) of

par agr aph one of subsection (c) hereof shall run fromthe date of issue
of the policy except that it shall run fromthe effective date of each
subsequent increase or change with respect to each such increase or
change.

(e) For policies that credit additional anmounts in an equity index
account |ess frequently than annually: (1) if the policy holder requests
a full surrender of a policy prior to the expiration of the equity index
crediting period, the insurer shall provide a statenment to the
pol i cyhol der, prior to processing the surrender, to the effect that: (A
no additional interest based on the equity index will be credited, since
the equity index crediting period has not yet expired, and that only the
guaranteed interest will be credited to the account; and (B) the
pol i cyhol der is advised to consider alternatives to a full surrender of
the policy prior to the crediting of additional interest based on the
equity index, such as a policy loan or, if available, a partial
wi t hdrawal of the policy; (2) in determning the additional anount to be
credited to the policy in accordance with an equity index, the insurer
shall include, in the calculation of the credit, any anounts wi thdrawn,
including for policy loans, fromthe equity index account for the period
of time prior to their withdrawal; (3) the policy shall include an
option that credits additional anobunts at |east annually; and (4) the
policy may provide that the anpbunts to be paid upon the exercise of a
policy |oan may be secured by the value of the policy's equity index
account or by the general account of the insurer.

(f) Any of the provisions of this section, or portions thereof,
excl usi ve of paragraph el even of subsection (a) of this section, that do
not apply to a single premium nonparticipating, or termpolicy, shal
to that extent not be incorporated in such policy. This section shal
not apply to group life insurance.



