8§ 4220. Life insurance and annuities; nonforfeiture benefits under
defaulted contracts. (a) (1) This section shall apply only to those
policies and contracts issued prior to the operative date specified in
section four thousand two hundred twenty-one of this article.

(2) Except as otherwi se provided in this chapter, in the event of
default in paynent of a premiumor a note therefor or any interest on
such note, after three full years' prem uns have been paid on a policy
of Iife insurance issued by a donestic insurance conpany on or after
January first, nineteen hundred forty, such conpany, upon surrender of
such policy within the period of three nonths fromthe due date of the
paynment in default, shall pay to the person entitled thereto a cash
surrender value not |ess than the excess, if any, of subparagraph (A
over subparagraph (B) as foll ows:

(A) The reserve on the policy at the due date of the premumin
default (including the reserve for any paid-up additions thereto and
excluding the reserve for any additional benefits in the event of death
by accident or for benefits in the event of total and pernanent
disability or for any continuous instal nent paynents to the beneficiary
or to the insured and the beneficiary incidental to the |ife insurance
benefit), determ ned on the basis, in accordance with section four
t housand two hundred seventeen of this article, specified in the policy,
and in addition to such reserve, the anount of any dividends standing to
the credit of the policy;

(B) the sum of any indebtedness to the conpany on the policy,

i ncluding interest due or accrued, and a surrender charge equal to two
and one-half per centum of the face anmount of such policy and of any

pai d-up additions thereto, and if the policy be surrendered within the
peri od above specified and after the expiration of the grace period, if
any, followi ng the due date of the paynent in default, then there may be
added to the sumto be deducted the value of any extended terminsurance
granted (determ ned as hereinafter specified) during the period between
the expiration of the grace period and the date of surrender of the

pol icy.

(3) The person entitled to such cash surrender val ue nay, upon demand
therefor within three nonths after the due date of the paynment in
default, elect to receive in |lieu of such cash surrender val ue either
extended terminsurance (including pure endownent benefits, if any) or



reduced pai d-up insurance under the policy, for a term in the case of
extended terminsurance, and for an amount, in the case of reduced

pai d-up i nsurance, which, in either case, shall be not |ess than that
provi ded by applying such cash surrender value at the date of default to
provi de such extended term or paid-up insurance, conputed at net rates
at the attained insurance age of the insured and on the sane basis used
for the conputation of such cash surrender value, except that in the
case of policies issued on a substandard basis or policies for which the
reserves are conputed upon the American Men Utinate Table of Mrtality,
the term of such extended insurance nmay be conputed upon rates of
nortality not greater than one hundred thirty per centum of those shown
by the table specified in the policy for the conputation of the reserve.
The period of extended terminsurance shall date fromthe due date of
the premumin default. Reduced paid-up insurance shall be participating
if the policy be participating.

(4) The anpunt of the extended terminsurance shall be not |ess than
the amount of life insurance under the policy as expressed in the policy
wi th the approval of the superintendent (including any pai d-up additions
thereto and excl uding any additional benefits on account of death by
acci dent or any continuous instalment paynments to the beneficiary or to
the insured and the beneficiary incidental to the |ife insurance
benefit), decreased by the amount of any indebtedness to the conpany on
the policy, including interest due or accrued. In the case of any
endownent |ife insurance policy, if the sumused to provide extended
terminsurance shall be nore than sufficient to continue the insurance
to the end of the endowrent period, the excess shall be used to provide
a pure endownent benefit at the end of the endowrent peri od.

(5) Extended terminsurance and reduced pai d-up i nsurance nay excl ude
addi tional benefits in the event of death by accident and benefits in
the event of total and pernmanent disability, and extended terminsurance
may be without participation in surplus and without the right to | oans.

(6) If no other option expressed in the policy be so selected by such
person within three nonths after the due date of the premumin default,
t he amount of such nonforfeiture value shall be applied to continue the
insurance in force fromthe due date of the premumin default as
extended terminsurance as herei nbefore provided.

(7) The policy shall specify the reserve basis used in determ ning



nonforfeiture benefits and cash surrender val ues.

(8) This subsection shall not apply to any pure endowrent, annuity, or
reversionary annuity contract, nor to any terminsurance of thirty years
or |ess.

(9) In the case of ordinary or industrial life insurance policies
i ssued on a substandard basis the conpany shall not be required to
provi de extended terminsurance as a nonforfeiture benefit.

(10) That the conpany nust provide, to any policyowner who so requests
inwiting, within twenty business days fromthe date the witten
request is received by the conpany, a statement of the cash surrender
val ue of the policy.

(b) (1) Every contract issued after January first, nineteen hundred
forty, by any domestic life insurance conmpany whi ch provides for a
deferred annuity on the life of the insured or of the annuitant, or for
a pure endownent contract, except a contract paid for by a single
premium shall provide that if the contract after having been in force
for three full years, shall by its terns | apse or becone defaulted
because any stipul ated paynent to the conpany shall not have been nade,
the reserve on such contract, conputed according to the standard adopted
by such conpany pursuant to section four thousand two hundred seventeen
of this article, shall, after deducting a surrender charge not to exceed
the limts hereinafter specified, and after deducting the anount of the
unpai d bal ance, including interest due or accrued, on any |oans on such
contract by the conpany, be applied as a net single prem umaccording to
such standard, for the purchase of a paid-up annuity or pure endowrent
contract, which shall be payable by the conpany under the sane terns and
conditions, except as to anmount, as the original contract.

(2) The surrender charge to be deducted pursuant to paragraph one
hereof shall not exceed the greater of the follow ng anmounts:

(A) thirty-five percent of the gross annual stipul ated paynent
required by the hol der of such contract by the terns thereof; or

(B) twenty-five dollars per one hundred dollars a year incone provided
by the contract at the nornmal retirenent age.

(3) If such contract provides for a cash surrender value at the option
of the hol der of such contract and in lieu of such paid-up annuity or
pure endowrent contract, such cash surrender val ue shall be an anount at
| east equal to such net single prem um and shall be payable to the



hol der of such contract upon denand therefor and the surrender of such
contract within ninety days after the date of |apse or default.

(4) The paid-up annuity or pure endowrent contract prescribed by this
section shall not include additional benefits in the event of accidental
death or benefits in the event of total and pernmanent disability and, at
the option of the insurer, may be wi thout future participation in
surplus and without the right to | oans.

(c) The conpany nay provide in any policy or contract that the paynent
of any cash surrender value may be deferred for not exceeding six nonths
after demand therefor with surrender of the policy or contract as
provi ded above, and the anount payable shall bear interest during any
such deferred period of thirty days or nore at the rate specified in the
policy for the conputation of the reserve.

(d) The surrender value and other nonforfeiture benefits of any | apsed
or defaulted policy of life insurance or annuity contract issued by any
donestic life insurance conpany before January first, nineteen hundred
forty shall be determned in accordance with the |aw applicable at the
date of issuance of such policy or contract.

(e) No foreign or alien life insurance conpany shall deliver or issue
for delivery in this state any policy of |ife insurance or any annuity
or pure endowrent contract which does not contain the provisions
requi red by subsection (a) or (b) hereof, as the case may be, or
provi sions which, in the opinion of the superintendent, are at | east
equal |y favorable to policyhol ders.



