§ 4228. Life insurance and annuity business; limtations of expenses.
(a) The provisions of this section shall apply to all donestic life
i nsurance conpanies and to all foreign and alien life insurance
conpani es doi ng business in this state, but not the alien branches of
such conpani es or such conpani es' subsidiaries not licensed in this
state to do an insurance business, except as provided in subsection (h)
of this section, engaged in the direct sale of individual |ife insurance
policies or individual annuity contracts, hereinafter referred to as
"conpani es". Except as provided in subsection (h) of this section, the
provi si ons hereof shall apply only to individual |ife insurance policies
and riders and individual annuity contracts and riders and shall not
apply to fraternal benefit societies nor to the foll owi ng categories of
i nsurance: (1) accident and health insurance having the nmeani ng ascri bed
in section one thousand one hundred thirteen of this chapter, group life
i nsurance having the nmeaning ascribed in section four thousand two
hundred sixteen of this article, group annuity contracts having the
meani ng ascribed in section four thousand two hundred thirty-ei ght of
this article, and credit insurance having the neaning ascribed in
section four thousand two hundred sixteen and four thousand two hundred
thirty-five of this article; (2) debit life insurance, except as
ot herwi se expressly provided herein; or (3) policies and contracts
i ssued for delivery outside the United States and its possessions.
Nei t her these categories of insurance nor reinsurance either assunmed or
ceded will be included in any cal culations or tests conducted for any
pur pose in connection with this section or any regul ati ons or schedul es
promul gat ed her eunder.

(b) For purposes of this section:

(1) "Advance" and "loan" shall have the followi ng neani ngs: "advance"
nmeans any anount paid to an agent, up to an anount not exceeding the
val ue of three nonths' expected conpensation paynents, that is expected
to be repaid within the next twelve nonths through reductions in future
conpensati on. "Loan" neans any paynent to an agent, other than an
advance, that is expected to be repaid fromfuture conpensation. An
anount paid to an agent in an annualization as defined in this
subsection is not an advance or | oan.

(2) "Agent" shall have the neaning ascribed in section tw thousand
one hundred one of this chapter and "broker" shall have the neaning



ascribed in section tw thousand one hundred four of this chapter.

(3) "Annualization"” neans: with respect to any anounts paid to an
agent or broker, the paying or crediting to an agent or broker at the
begi nning of a policy year conpensation or other paynments based on al
or a portion of the anobunt of prem uns scheduled to be received by the
conpany with respect to such policy year; with respect to the
calculation of any limts of paynent or expense prescribed in this
section, the calculation of such limt is based on the assunption that a
conpany receives, at the beginning of a policy year, all or a portion of
t he amount of prem unms schedul ed to be received by the conpany with
respect to such policy year.

(4) "Benchmark gross level premunt, is calculated as of the issue
date of a policy, or as of any subsequent date on which the face anount
of the policy, or the types or anounts of supplenental benefits provided
under the policy, are increased, whether by addition of a rider or
ot herwi se, at the request of the policy owner. The benchmark gross | evel
premumis cal cul ated as one hundred twenty-five percent of the net
| evel premiumfor a whole life insurance policy with | evel prem uns
payabl e during the life of the insured, with paynents starting on the
sane date and for the sane face anmount as the policy for which the
benchmark gross |evel premiumis being conmputed, based on three and
one-hal f percent interest and mal e aggregate (snoker and non-snoker
conmbi ned), Comm ssioners 1980 Standard Ordinary Mortality Table,
ultimate nortality, age last birthday and i medi ate paynent of death
clainms, further adjusted as foll ows:

(A) An armount of one hundred dollars shall be added to the benchnark
gross level premumfor a policy; however, this anmount shall not be
added to the benchmark gross | evel premiumfor a rider.

(B) The benchmark gross |evel premiumfor a policy providing
suppl emental insurance benefits, whether by rider or otherw se, shall be
increased (i) if the conpany nmakes an additional prem um charge for such
benefits, by the anobunt of such prem um charge, and (ii) if the conpany
does not make an additional prem umcharge for such benefits, by one
hundred twenty-five percent of the amount of the |evelized annual cost
of insurance charge for such benefits; such |levelized charge is to be
based on the actual schedul e of charges applicable to the policy at the
time with respect to which the calculation is made, |evelized using the



nortality table and interest rate defined in this section.

(C The benchmark gross level premiumfor a policy in which the
guaranteed table of nortality charges exceeds the Conm ssioners 1980
Standard Ordinary Murtality Table for nale snokers for age |ast birthday
may be appropriately adjusted to reflect any excess of the anount of the
benchmark gross | evel prem um conputed based on the actual nortality
guarantees of the policy over the benchmark gross |evel prem um conputed
based on the Conm ssioners 1980 Standard Ordinary Mortality Table for
mal e snokers for age |last birthday; however, if the conpany nakes an
addi ti onal prem um charge because the insured is a substandard risk, the
conpany may, instead, increase the anount of the benchmark gross | evel
prem um by the anmount of such charge.

(D) The benchmark gross level premiumfor a policy providing life
i nsurance benefits, other than supplenental benefits, for nore than one
person shall be adjusted to reflect the joint nortality status of the
insured lives, consistent with the nature of the life insurance coverage
provi ded by the policy, using the nortality table and interest rates
defined in this section.

(E) The benchmark gross level premiumfor a policy, including all of
its riders and benefits, is the sumof the benchnmark gross |evel prem um
for the policy and the benchmark gross | evel prem umfor each rider,
each adjusted as provided in subparagraphs (A), (B), (C and (D) of this
par agr aph.

(F) The benchmark gross level premumfor a policy with prem uns
payabl e nore frequently than annually shall be the benchmark gross |evel
prem um based on annual prem um paynents, adjusted by the conpany's
actual adjustnent factors for the actual node of prem um paynent.

(5) "Conm ssion" nmeans a paynment to an agent or broker, as
conpensation for the sale or service of a specific policy or contract,
based upon a percentage of the prem um or consideration for that policy
or contract.

(6) A "conpensation arrangenent”™ means any arrangenent by a conpany
for conpensating its agents or brokers on business that includes any of
the foll ow ng:

(A) A commssion that, for any policy or contract in policy or
contract years two through four, exceeds the |imt set forth in
par agraph two, three or four, whichever is applicable, of subsection (d)



of this section for that year or, with respect to any year after the
fourth policy or contract year that exceeds the limt set forth in

par agraph two, three or four of subsection (d) of this section for the
fourth policy or contract year;

(B) A fund-based conpensation arrangenent that, for any policy or
contract year, exceeds two percent of the fund annually in any of the
policy's or contract's first four years;

(C© Any plan providing for a training all owance subsidy pursuant to
t he provisions of subparagraphs (A) through (F) of paragraph three of
subsection (e) of this section;

(D) Any plan of agent or broker conpensation other than
comi ssi on- based and fund-based conpensati on pursuant to paragraph two
of subsection (e) of this section; and

(E) Any plan involving the paynent of an expense all owance, other than
pl ans under which the conpany provides no goods and services to the
reci pient of the expense all owance paynents and the expense all owance
paynments are descri bed as percentages of qualifying first year prem um
excess prem um single consideration, or periodic consideration, or any
of them and none of the percentages exceeds the correspondi ng
percentages set forth in paragraph five of subsection (d) of this
secti on.

(7) "Contract"™ means an individual annuity contract. Arider to a
contract will be treated as a separate policy or contract for al
pur poses hereunder, unless otherw se specified. The determ nation of a
policy or contract type is done separately for each policy, contract and
rider.

(8) "Debit life insurance” neans all life insurance with prem uns
payabl e nmonthly or nore frequently, normally collectible by an agency
force organi zed to nake systemati c house to house collections of
prem uns.

(9) "Effective date" neans the first day of January next succeedi ng
the date on which this section shall have becone a | aw

(10) "Excess premuns" are premuns in the first policy year that
exceed the benchmark gross |evel prenm um

(11) "Expense allowance" is a paynent to an agent or broker in lieu of
rei mbur senent for expenses incurred in connection with the sale or
servicing of the conpany's policies or contracts.



(12) "Filing" shall nean the delivery of information by a conpany to
t he superintendent or his designee concerning plans under which a
conpany nmakes paynents to its agents and to brokers.

(13) "Fund" is a policy or contract accunul ati on account or any ot her
simlar policy or contract value at a particular tinme, before
application of any surrender charges and market val ue adjustnents, if
any, whether or not it is inmediately available to the owner of a policy
or contract. At the option of the conpany "fund" nmay nmean the conpany's
statutory reserve for the policy or contract.

(14) "Ceneral agent" is an agent who is appointed directly by a
conpany, other than a |ocal salaried representative of such conpany, who
recruits, trains or supervises other agents or who has the right to
appoi nt agents.

(15) "Goods and services" as used in this section shall refer to (A
rei mbursenents to an agent or broker for vouchered expenses made or
incurred in connection with the production or servicing of policies or
contracts on behal f of the conpany and (B) sim|ar expenses assuned
directly by the conpany. These expenses do not include those that the
conpany incurs for the recruitnent, training, supervision or managenent
of such agent, nor the cost of security benefits provided to such agent,
nor those expenses described in item (iv) of subparagraph (D) of
par agraph two of subsection (c) of this section.

(16) A "periodic prem umpolicy" or "periodic consideration contract”
is any policy or contract, respectively, other than a single prem um
policy or single consideration contract. The determ nation of a policy
or contract type is done separately for each policy or contract.

(17) "Periodic prem uns” and "periodic considerations" are preni uns
and consi derations, respectively, recorded by a conpany for a policy or
contract other than single prem uns and single considerations.

(18) "Policy" neans an individual life insurance policy. Arider to a
policy will be treated as a separate policy or contract for all purposes
her eunder, unl ess otherw se specified. The determ nation of a policy or
contract type is done separately for each policy, contract and rider.

(19) "Prem uns” and "considerations” include all anmounts (including
anounts for supplenentary benefits) recorded for a policy or contract,
except dividends applied to purchase additional insurance under the sane
policy, as well as anounts neeting the requirenents of subparagraphs (B)



and (C) of paragraph twenty-five of this subsection. Prem unms and

consi derations include all amounts so recorded that arise fromthe
application of values inherent in a policy or contract, such as dividend
deposits, any excess of actual policy or contract cash val ues over
guar ant eed cash val ues, dividend additions, prem uns paid in advance,
and policy |oans.

(20) A "qualified annuity contract” is an annuity defined by the
I nternal Revenue Code sections 401, 403 or 457, and any other simlar
annuities defined by the superintendent.

(21) "Qualifying first year prem uns" are prem unms under each policy,
including all of its riders and benefits, which are:

(A) inthe first policy year, prem uns recorded, including the entire
anount of a premumrecorded in the first policy year of a conversion of
atermpolicy or rider to a permanent policy up to the benchmark gross
| evel premiumfor the policy, including all of its riders and benefits;
or

(B) in any year after the first, prem uns recorded up to the benchmark
gross level premumfor the current face anmount of the policy, including
all of its riders and benefits, less the total previous qualifying first
year prem uns, but not |ess than zero; or

(C all premuns recorded up to the benchmark gross |evel premumto
renew a policy on nore favorable terns than those guaranteed in the
policy when such renewal is subject to new underwiting and a new
cont est abl e peri od.

(22) "Recorded" shall nmean the crediting of an anmount to the conpany's
prem um or consi deration accounts for purposes of the conpany's
statutory annual statenent.

(23) "Renewal premuns" are all periodic prem uns other than
qualifying first year prem uns or excess prem uns.

(24) A "security benefit" is any benefit provided to an agent that is
both (A) provided under an enpl oyee benefit plan, as defined in the
Enpl oyee Retirenment Incone Security Act of 1974, 29 U.S.C. 88 1001, et
seq. and (B) either (i) a benefit under an enpl oyee benefit plan that
qualifies as such under the rel evant sections of the Internal Revenue
Code and regul ations thereunder that require conpliance with standards
of non-discrimnation in benefit coverage and eligibility, or (ii) a
benefit that does not permt an agent to obtain a cash paynent ot her



than at the tinme of death, pernmanent and total disability, or
retirement. "Permanent and total disability" as used herein shall nean
any condition caused by injury or disease that prevents the agent from
perform ng substantially all of the work nornmally perfornmed by the
agent. If the definition of "enployee benefit plan" under the Enpl oyee
Retirement Inconme Security Act of 1974 is repeal ed, replaced or
significantly anmended, the superintendent shall promul gate a regul ation
establishing a definition for the purposes of this section. Benefits
that woul d neet the requirenments of subparagraph (A) or (B) of this

par agraph but for the fact that the agent covered under such benefits is
an i ndependent contractor rather than an enpl oyee are security benefits.

(25) "Single considerations” are:

(A) all anmpbunts (including amounts for supplenmentary benefits)
recorded as single considerations or single deposits for contracts; or

(B) contract values that are applied under the sane contract at the
|l ater of (i) the end of a surrender charge period or (ii) five years
after issuance of the contract or, if a previous such application of
contract val ues has occurred, five years after such application, when
such application results in new sales | oads or surrender charges; or

(C settlenent option proceeds generated fromthe death of an
i ndi vidual or maturity of a policy or contract that are applied to
purchase a new contract or that are applied to the purchase of annuity
benefits under the existing contract.

(26) "Single premuns" are:

(A) all anmpbunts (including amounts for supplenentary benefits)
recorded as single premiuns for policies, except dividends applied to
pur chase additional insurance under the sane policy; or

(B) policy values that are applied under the sane policy at the later
of (i) the end of a surrender charge period or (ii) five years after
i ssuance of the policy or, if a previous such application of policy
val ues has occurred, five years after such application, when such
application results in new sal es | oads or surrender charges.

(27) A "single prem um policy" or "single consideration contract” is a
policy or contract that, according to its terns, provides for the
paynment of a single prem umor consideration at tinme of purchase and no
subsequent prem uns or considerations during the I[ife of the policy or
contract. The determ nation of a policy or contract type is done



separately for each policy, contract and rider.

(28) "Suppl enental benefits" are any benefits provided as part of a
policy or contract, whether by rider or otherw se, excluding life
I nsurance coverage on naned i nsureds under the policy.

(29) "Training allowance subsidy" is the excess of the amount that is
paid to an agent under a training allowance plan over the anpunt that
woul d be paid in comm ssions and expense al |l owance to an experienced
agent, in the sane sales force, producing the sane sales of policies and
contracts.

(c)(1) No conpany shall pay or incur in any cal endar year tota
selling expenses as cal cul ated hereunder in excess of its total selling
expense limt referred to in paragraph four of this subsection, except
that the total selling expense limt shall not apply to a conmpany in any
cal endar year in which the conpany does not sell any policies or
contracts subject to this section

(2) Total selling expenses shall include the foll ow ng expenses
incurred directly or indirectly by the conmpany, without regard to
whet her they are incurred in the conpany's honme office or in a field or
regi onal office:

(A) commi ssi ons;

(B) the increase during the year in the anmount of outstandi ng advances
and | oans to agents, including any accrued and unpaid interest thereon,
and includi ng amounts charged off by the conpany, however, if such
anount is negative, it shall be treated as a reduction of the anount of
total selling expenses;

(C the expense of direct solicitation advertising that either
i ncludes an application or solicits a response to obtain an application
for a policy or contract regul ated under this section;

(D) distribution, marketing and sal es support expenses directly
related to the procurenent of new business, which includes but is not
limted to:

(i) recruiting and training of agents, including related
recor dkeepi ng;

(ii) sal es managenent and supervi sion; and

(iii) clerical functions in sales offices;

(E) any expense allowance paid to the agent or broker by the conpany
or any expenses of the agent, agency or broker, assuned or reinbursed by



t he conpany;

(F) the travel expenses, neals and entertainnent paid for by the
conpany; and

(G all other conpensation paid to or expense incurred on behal f of
active and retired agents and brokers, including the cost of any
security benefits.

(3) Total selling expenses shall not include expenses related to the
following activities and the conpensation of individuals working
full-time on the followi ng activities and other activities not included
Wi t hin paragraph two of this subsection, even if they are working in a
sal es office:

(A) devel opnment and nmi nt enance of products, systens and software;

(B) medi cal exam nations and inspections of proposed risks;

(© wunderwriting;

(D) policy issue;

(E) policy conservation;

(F) premiumbilling and collection;

(G policy admnistration

(H) claimadmnistration and nanagenent ;

(I') investnent managenent;

(J) statutory and regulatory filing and conpli ance;

(K) overall conpany nmanagenent and direction;

(L) taxes, licenses and fees; and

(M all other activities not related to selling.

(4) The total selling expense limt shall be the sumof the anounts
determ ned pursuant to subparagraphs (A, (B, (O, (D, (B, (F, (G,
(H, (1) and (J) of this paragraph, except as any of those subparagraphs
may be adj usted pursuant to the provisions of subparagraph (K) of this
par agr aph.

(A) For each life insurance policy, fifty-five percent of the
qualifying first year prem um

(B) Five percent of excess prem uns, single premuns and al
consi derati ons.

(C One hundred ten percent of the sum of the anpbunt determ ned
pursuant to subparagraphs (A) and (B) of this paragraph.

(D) For all new life insurance paid for during the year, other than
terminsurance for |ess than one year, for which any premumis paid



during the year, one dollar for each one thousand dollars of such
i nsurance. New life insurance paid for shall include:

(i) life insurance on new policies paid for during the cal endar year;

(ii) life insurance on term conversions during the cal endar year to
per manent |ife insurance;

(iii) life insurance on policies which were renewed under nore
favorabl e terns than those guaranteed in the policy, subject to new
underwiting requirenents and new cont establ e period; and

(iv) increases in the death benefit of life insurance during the
cal endar year, other than those provided for in the policy, on policies
in force.

(E) Seventy dollars for each new policy, other than policies for term
i nsurance for |ess than one year, and for each new contract paid for
during such year. For purposes of this subparagraph, riders will not be
considered as separate policies or contracts. New policies paid for
during the year shall include policies referred toinitems (i), (ii)
and (iii) of subparagraph (D) of this paragraph.

(F) Twel ve percent of renewal prem uns.

(G Fifteen cents for each one thousand dollars of face anmount of
policies in force at the end of such year.

(H) The sum of the anpbunts bel ow

(i) one dollar for each one thousand dollars of the first one billion
dollars of life insurance in force;

(ii) fifty cents for each one thousand dollars of the next one billion
dollars of life insurance in force;

(iii) five one-hundredths of one percent of the first one billion
dollars of annuity reserves; and

(iv) two and one-half of one hundredths of one percent of the next one
billion dollars of annuity reserves.

(I') For each agent who qualifies under paragraph three of subsection
(e) of this section, thirty thousand dollars for each such agent
appointed to represent the conpany during the year, twenty thousand
dollars for each such agent who was initially appointed during the
i medi ately preceding year and is still contracted with the conpany on
January first of the current year, and ten thousand dollars for each
such agent who was initially appointed during the second precedi ng year
and is still contracted with the conpany on January first of the current



year.

(J) The excess, if any, of the total selling expense |imt over the
total selling expenses for the inmedi ately precedi ng cal endar year;
however, such excess shall not exceed five percent of the total selling
expense limt for such preceding cal endar year, calcul ated w thout
regard to the effect of this subparagraph.

(K) For a conpany that nmakes conmtnents to pay conpensation to agents
or brokers or to incur other agent-related or broker-rel ated expense
wWith respect to policies or contracts in their renewal years:

(i) with respect to policies, if such conm tnent includes conpensation
or other agent-related or broker-rel ated expense expressed as a
percentage of premumand if it exceeds twelve percent of premumwth
respect to any policy year after the first, the conpany may, at its
option reduce the anmount of the limt cal cul ated pursuant to
subpar agraph (A) of this paragraph in the cal endar year in which such
policies are sold and increase the amount of the limt cal cul ated
pursuant to subparagraph (F) of this paragraph in subsequent cal endar
years;

(ii) with respect to policies, if such commtnent includes
conpensati on or other agent-related or broker-rel ated expense expressed
as a percentage of the policy fund with respect to the second or any
| ater policy year, the conpany nay, at its option reduce the anount of
the limt cal cul ated pursuant to subparagraph (F) of this paragraph in
subsequent cal endar years and add, in such subsequent cal endar years, an
anount based on the reserves of such policies;

(iii) with respect to contracts, if such comm tnent includes
conpensati on or other agent-related or broker-rel ated expense expressed
as a percentage of the contract fund with respect to any contract year,
t he conpany may, at its option, reduce the anount of the limt
cal cul ated pursuant to subparagraph (B) of this paragraph in the
cal endar year in which such contracts are sold and add, in such cal endar
year and subsequent cal endar years, an anount based on the reserves of
such contracts.

(L) Such adjustnent shall:

(i) in the case of item (i) of subparagraph (K) of this paragraph, be
based on the relationship that a reduction of three percent of prem uns
in the amount of the limt cal cul ated pursuant to subparagraph (A) of



this paragraph in the year of sale is equivalent to an increase of one
percent of premuns in the amobunt of the limt calcul ated pursuant to
subpar agraph (F) of this paragraph if the commtnent applies to al
| at er policy years;

(ii) in the case of item (ii) of subparagraph (K) of this paragraph,
be based on the relationship that a reduction of one percent of prem uns
in the amount of the limt cal cul ated pursuant to subparagraph (F) of

this paragraph in all later policy years is equivalent to an increase in
the limt of fifteen one-hundredths of one percent of policy reserves if
the conmtnent applies to all later policy years;

(iii) in the case of item (iii) of subparagraph (K) of this paragraph,
be based on the relationship that a reduction of one-half of one percent
of considerations in the amount of the limt cal cul ated pursuant to
subpar agraph (B) of this paragraph in the year of sale is equivalent to
an increase in the limt of fifteen one-hundredths of one percent of
contract reserves if the commtnent applies to all contract years.

The superintendent shall by regul ation describe the bases for
adj ustnents in other situations, consistent with these rel ationshi ps.
Reasonabl e use of averagi ng nethods shall be allowed. In particular, the
regul ati on shall provide that a conpany shall approxi nate the percentage
of its policies, contracts, prem uns, and reserves with respect to which
it has opted to make such adjustnents, and shall derive adjustnent
factors such that, when such factors are applied to all of its business
issued or in force, they will approximate the results that woul d be
obtained if nore precise cal cul ati ons were nade.

(5) A conpany nay nmke arrangenents, such as entering into agent
contracts, incurring expenses, and generally organizing its activities,
in such a manner that sone or all of its expenses are applicable
partially to policies and contracts subject to this section and
partially to other business or to other conpanies with which it has
busi ness arrangenents and, in such cases, the conpany shall determ ne
the portion of such expenses subject to this subsection by using an
equi tabl e basis of allocation, consistent with the conpany's all ocation
nmet hodol ogy for annual statenent reporting.

(d) A conpany nmay pay agents and brokers as it sees fit for the sale
and service of policies and contracts. However:



(1) No conpany shall pay or permt to be paid to an agent or broker a
commi ssion in excess of the sumof (A) fifty-five percent of any
qualifying first year premiumand (B) seven percent of any excess
prem um or to a general agent with respect to business not personally
produced by such general agent, a comm ssion in excess of the sumof (O
si xty-three percent of any qualifying first year prem um and (D) eight
percent of any excess prem um

(2) Except as provided in paragraph four of this subsection, no
conpany shall pay or permt to be paid to an agent or broker conm ssion
i n excess of seven percent of any single consideration or any periodic
consideration received in the first four contract years; or to a general
agent, on business not personally produced by such general agent, a
commi ssion in excess of eight percent of any single consideration or any
periodi ¢ consideration.

(3) No conpany shall pay or permt to be paid to an agent or broker a
commi ssion in excess of twenty-two percent of renewal premuns for the
second policy year, twenty percent of renewal prem uns for the third
policy year, or eighteen percent of renewal premuns for the fourth
policy year; or to a general agent on business not personally produced
by such general agent, a comm ssion in excess of twenty-seven percent of
renewal premiuns in the second policy year, twenty-three percent of
renewal premiunms in the third policy and twenty percent of renewal
premuns in the fourth policy year

(4) Notwithstanding the limtations set forth in paragraph two of this
subsection, with respect to a qualified annuity contract, no conpany
shall pay or permt to be paid to an agent or broker a comm ssion in
excess of fourteen and one-half percent of periodic considerations
incurred in the first contract year and four and one-half percent of
periodi c considerations incurred respectively in each of three contract
years following the first, or to a general agent on business not
personal |y produced by the general agent, a conm ssion in excess of
si xteen percent of periodic considerations incurred in the first
contract year and six percent of periodic considerations incurred
respectively in each of the three contract years followng the first.

(5 Wth respect to premuns and considerations recorded within a
period of twelve consecutive nonths on business witten by any agent or
broker, no conpany shall pay or permt to be paid to an agent or broker



expense all owance greater than the excess, if any, of the sum of:

(A) ninety-one percent of all qualifying first year prem uns; and

(B) with respect to qualified annuity contracts, fourteen and one-half
percent of periodic considerations incurred in the first contract year;
and

(C) seven percent of any excess prem uns, single considerations and
periodi ¢ considerations, other than those addressed in subparagraph (B)
of this paragraph, incurred in the first four contract years,
over the sum of comm ssions paid pursuant to paragraphs one, two and
four of this subsection, and the value of any goods and services
provi ded to such agent or broker by the conpany. Wth respect to
prem uns and consi derations recorded within a period of twelve
consecutive nonths on business witten under the supervision of any
general agent, no conpany shall pay or permt to be paid to a general
agent, on business not personally produced by such general agent,
expense all owances greater than the excess, if any of the sum of

(D) ninety-nine percent of all qualifying first year prem uns; and

(E) with respect to qualified annuity contracts, sixteen percent of
periodi c considerations incurred in the first contract year; and

(F) eight and one-half percent of any excess prem uns, single
consi derations and periodic considerations, other than those addressed
i n subparagraph (E) of this paragraph, incurred in the first four
contract years,
over the sum of comm ssions paid pursuant to paragraphs one, two and
four of this subsection, and any goods and services provided to such
general agent by the conpany. The conpany may, in inplenmenting this
subsection, use reasonable estimation techniques in arriving at the
anount of goods and services, including but not limted to the
estimation of the average val ue of goods and services provided to a
group of agents or brokers to whomsimlar goods and services are
provi ded.

(e) Notwithstanding any limtations set forth in subsection (d) of
this section:

(1) (A A conpany nay conpensate an agent or broker wholly or in part
upon a plan that bases conpensation on the fund underlying the policy or
contract. For policies other than single prem um policies, a conpany nay
pay up to three-tenths of one percent of the fund in each of policy



years two through four for each one percent of prem um by which the
commi ssion paid to the agent or broker in such policy years is |less than
t he percentages set forth in paragraph three of subsection (d) of this
section. For single premiumpolicies and all contracts, a conmpany may
pay up to three-tenths of one percent of the fund in each of policy or
contract years one through four for each one percent by which the sum of
commi ssi ons and expense all owance paid to the agent or broker in policy
or contract years one through four is | ess than the percentages set
forth in subparagraph (C or (D) of paragraph five of subsection (d) of
this section, whichever is applicable.

(B) Any conpany nay conpensate an agent or broker on a plan of
fund- based conpensation using translations other than those set forth in
subpar agraph (A) of this paragraph, provided that the translation
factors are equivalent to those set forth therein, based on reasonabl e
and consi stent assunptions as to nortality, policy or contract
persi stency and interest.

(2) (A) A conpany nay conpensate an agent or broker pursuant to a plan
of agent conpensation that consists wholly or partly of elenents other
t han commi ssi on- based conpensation and fund-based conpensati on.

(B) When a conpany inplenments such a plan, it nust be able to
denonstrate, after the plan has been in operation for two years, that an
agent or broker being conpensated under the plan and neeting its
requirenents for continuation in the plan will receive no nore
conpensati on under the plan, over the period of a projected career, than
coul d have been earned under a plan consisting entirely of conm ssions
and expense al |l owance, each limted as described in subsection (d) of
this section. In naking this denonstration, the conpany nmay take into
account conm ssion conpensation that woul d have been paid, under its
renewal commi ssion plans, with respect to policies and contracts in
their fifth and later policy and contract years.

(C To the extent that an agent being conpensated under such plan is
eligible to receive a training all owance under the provisions of
par agraph three of this subsection, the conparison in subparagraph (B)
of this paragraph shall take into account, as well, the anmount of
trai ning all owance subsidy that could have been paid to such agent.

(D) To the extent that an agent or broker bei ng conpensated under such
plan is assigned servicing responsibilities for policies or contracts



t hat have been in force for nore than four years, the conparison in
subpar agraph (B) of this paragraph shall take into account, as well, the
renewal commi ssions that the conpany pays with respect to such policies
and contracts.

(E) The conparison in subparagraph (B) of this paragraph shall be
based on reasonabl e assunptions as to nortality, policy or contract
persi stency, and interest and agent or broker sal es.

(F) If a conpany enpl oys one or nore sal aried enpl oyees whose
principal function is not the sale of new policies or contracts and not
t he supervision of agents or agencies, and if no nore than twenty-five
percent of the total conpensation of such enployees is related to
busi ness personal ly produced by such enpl oyees, the provisions of this
subsection or subsection (d) of this section shall not apply to such
enpl oyees' total conpensation, notw thstanding that they may be |icensed
as |ife insurance agents.

(G If a conpany conpensates an agent or broker within the limts in
subsection (d) of this section, and that agent or broker retains as
assi stants ot her agents or brokers who are conpensated by the agent or
broker on the basis of a plan of conpensation other than conm ssions,
such arrangenent between such agent or broker and that agent's or
broker's assistant is not subject to the provisions of this subsection
and subsection (d) of this section.

(3)(A) A conpany may pay reasonable training allowance subsidies to
agents pursuant to a plan of agent conpensation, provided that such
agents are full-tinme agents of the conpany and the principal business
activity of such agents is the solicitation of policies and contracts
primarily but not necessarily exclusively for the conpany, and its
affiliates, and such agents are not simnultaneously receiving training
al l ownance fromany other |ife insurance conpany.

(B) Agents receiving training allowance subsidies may al so receive
expense al |l owance paynents.

(C An agent is eligible to receive such a training allowance subsi dy,
provided (i) such agent has earned |ess than forty thousand dollars from
the sale of policies and contracts cunul atively during the three years
prior to such agent's appointnent, (ii) less than twenty-five percent of
such agent's earned i nconme has been received fromthe sale of policies
and contracts during each of the three years prior to appointnent, or



(iii) less than twenty-five percent of such agent's worktine during each
of the three years prior to appointnment was allocated to individual life
and annuity sales. The conpany may establish that an agent is eligible
to receive a training allowance subsidy by requiring the agent to attest
t hat such agent nmeets one of the criteria set forth in this subparagraph
prior to appointnent. Such attestation shall be sufficient to establish
eligibility, provided the conpany does not have actual know edge to
reject the attestati on based on the agent's credentials and background.

(D) An agent receiving such training allowance subsidi es may not
receive, on a cunul ative basis, for an agent in the first year of such
subsidies, the greater of fifty-four thousand dollars and sixty percent
of the first year commission limt, and for an agent in the second year
of such subsidies, the greater of eighty-five thousand dollars and sixty
percent of the first year commssion limt in the first year and forty
percent of the first year commssion limt in the second year, and for
an agent in the third year of such subsidies, the greater of one hundred
five thousand dollars and sixty percent of the first year conmmi ssion
limt in the first year and forty percent of the first year conm ssion
limt in the second year, and twenty percent of the first year
commssion limt for the third year, and for an agent in the fourth year
of such subsidies, the greater of one hundred sixteen thousand dollars
and sixty percent of the first year conmssion |imt in the first year
and forty percent of the first year commssion limt in the second year,
twenty percent of the first year commission limt in the third year, and
ten percent of the first year conmission |imt in the fourth year.

(E) Wth respect to any agent eligible to receive training allowance
subsi dy who has earned at | east one hundred twenty-seven thousand
dollars of income during either of the two cal endar years i mredi ately
precedi ng comencenent of receipt of training all owance subsidies, a
conpany may pay additional training allowance subsidies of two thousand
dollars to such agent during each of the first two years of his receipt
of training all owance subsidies for every four thousand dollars of such
earned i ncome in excess of one hundred twenty-seven thousand dol | ars,
provi ded that the cunul ative training all owance subsi dy does not exceed
ei ghty-seven thousand dollars in such agent's first year of receipt of
trai ning all owance subsidy and provided further that the agent receives
not greater than one hundred sixteen thousand dollars in total training



al | ownance subsi di es.

(F) For purposes of this paragraph, the period of tinme that a person
wor ked for a conpany under a conpany-sponsored training program and was
not acting as an agent for that conpany shall not be counted as tine
spent receiving training all owance subsidies, and any salary paid by the
conpany to that person during that tinme shall not count toward the
currul ati ve maxi mum training all owance subsi dy.

(G The superintendent shall periodically adjust the cumul ative
maxi nrum training all owance subsidy limts set forth in this paragraph.
The superintendent nay al so, at any time, approve training allowance
subsidies with cunmul ati ve nmaxi mum anmounts that exceed the limts set
forth in this paragraph.

(H) A conpany nmay, upon approval of the superintendent, establish a
plan for training all owance subsidies for which the conditions of
eligibility or the amounts or periods of subsidy, of any of these,
differ fromthose set forth in this subsection. The superintendent shal
approve such a plan, subject to such conditions as he nay prescribe, if
he finds that it is |likely to neet the objective of devel opi ng new
agents for the sale of policies or contracts or both in a cost-effective
manner .

(4) A conpany nay pay additional conmpensation to a general agent
pursuant to a plan of agent conpensation for a period not exceeding ten
years; provided, however, that if such general agent has had prior
service as a general agent or agency manager, with any life insurance
conpany or conpani es, whether as an individual, partner or officer of a
corporation, and such prior service was for a period of |ess than five
years, additional conpensation may be paid only during the bal ance of
such five years, but if such prior service was of five years duration or
nore, then no additional conpensation may be paid; provided, further,
that the conpany shall not permit to be paid expense allowances to
agents under his supervision on business witten while such additional
conpensation is paid in excess of those permtted to agents pursuant to
par agraph five of subsection (d) of this section. For the purposes of
this paragraph only, service as a general agent or agency manager shal
not include service as an assi stant general nanager, assistant agency
manager, agency supervisor, or service in a simlar position regardless
of its title. The additional conpensation in the sixth year of the



period shall not be in excess of twenty percent of the first year

comm ssion limt of the business of the agency, sixteen percent in the
seventh year of the period, twelve percent in the eighth year of the
period, eight percent in the ninth year of the period and four percent
in the tenth year of the period, and shall not be payable pursuant to a
pl an of agent conpensation on any busi ness personally obtained by such
general agent.

(5) The cost of all security benefits provided to agents shall not be
included in applying the limts established in subsection (d) of this
secti on.

(6) A conpany, including any person, firmor corporation on its behalf
or under any agreenent with it, may pay or award, or pernt to be paid
or awarded, prizes and awards to agents and brokers pursuant to a plan
of agent or broker conpensation, provided that no single prize or award
may exceed a value of five hundred dollars, and that the total val ue of
such prizes and awards paid or awarded to any agent or broker within a
cal endar year nmay not exceed two thousand dollars. Notw t hstanding the
foregoi ng, a conpany nay al so pay or award not nore frequently than
nonthly a prize or award valued at not nore than fifty dollars. The
costs of all such prizes and awards shall not be included in applying
the limts established in subsection (d) of this section. The
superintendent may authorize higher Iimts on the value of prizes and
awards than those set forth herein.

(7) A conpany may conduct agent conventions, conferences and business
neetings, and no portion of the expenses associated w th agent
conventions, conferences or business neetings, nor the val ue thereof,
will be considered to be a prize or award, or additional conm ssions or
conpensati on, or a payment pursuant to an expense all owance plan, a
di rect paynent of an expense or an assunption of any expense for
pur poses of paragraph five of subsection (d) of this section, or any
ot her type of conpensation or paynent described in this subsection or
subsection (d) of this section, if, for conventions, conferences or
busi ness neetings held in the United States, a conpany's expenses for
same neet the Internal Revenue Code's current standard for ordinary and
necessary busi ness expenses and

(A) are not includable in the recipient's gross incone for federal
i ncome tax purposes, and



(B) represent reasonabl e all owances for agents' incidental ordinary
and necessary busi ness expenses associated with the convention,
conference or business neeting, such as neals, l|ocal transportation and
simlar itenms, and for conventions, conferences and busi ness neetings
hel d outside the United States, a conpany's expenses for sanme woul d have
met those current standards if the convention, conference or business
neeting was held within the United States. The expenses paid by a
conpany shall be included in the limt established in subsection (c) of
this section. Any portion of such expenses paid by a conpany that do not
conply with this paragraph nust be considered to be conpensation
hereunder and, if not recovered fromthe recipient, charged agai nst the
limts of subsection (d) of this section in the year the expense is
i ncurred.

(8) A conpany that, with respect to any policy or contract year, pays
an agent or broker with respect to the business of that agent or broker
a comm ssi on based on a percentage |ower than the percentage set forth
i n paragraph one, two, three or four of subsection (d) of this section,
whi chever is appropriate, for such policy or contract year nmay, with
respect to any later policy or contract year of the same policy or
contract, pay the agent or broker (or a successor agent or broker to
whom t he policy or contract has been assigned) a comm ssion based on a
hi gher percentage than the percentage set forth in paragraph two, three
or four of subsection (d) of this section, whichever is appropriate, for
such later policy or contract year, to the extent that the total of the
per cent ages on whi ch actual comm ssions were calculated in the preceding
policy or contract years was |lower than the total of the percentages set
forth in paragraph one, two, three or four of subsection (d) of this
section, whichever is appropriate, for such preceding policy or contract
years.

(9) (A A conpany nay nake an advance to any of its agents pursuant to
a plan of agent conpensation. A conpany may, but is not required to,
charge interest on outstandi ng advances.

(B) A conpany nmay nake a loan to any of its agents pursuant to a plan
of agent conpensation. The naxi mum anount of any | oan shall not exceed
t he expected conpensation of the agent over the next twelve nonths. A
conpany shall charge interest on loans at a rate not less than a rate
consistent with current short-termborrowing rates. If the interest rate



charged on a loan is less than a rate consistent with current short-term
borrowi ng rates, the anount by which the interest actually charged is

| ower than the interest that would have been charged based on a rate
consistent with current short-termborrowing rates, the difference wll
be subject to the limts of either paragraph one, two, four or five of
subsection (d) of this section.

(C A conpany shall secure adequate collateral for any advance or |oan
to an agent; such collateral shall, as a mninmum consist of any
conpensati on earned by the agent from sal es of new policies or
contracts.

(10) (A If a broker or an agent who is not a general agent perforns
services for a conpany other than those related to the sale or servicing
of a policy or contract, or if a general agent perforns services for a
conpany other than those related to the sale or servicing of a policy or
contract, or the recruiting, training or supervision of agents, the
conpany may conpensate the broker or agent for the performance of such
services. Such paynments are not subject to the limts in subsection (d)
of this section. No conpany shall pay or cause to be paid to any broker
or agent for the services described herein, any anounts that exceed the
reasonabl e val ue of the services perforned.

(B) If an agent of a conpany also perforns the duties of a |ocal
sal aried representative of such conpany, the conpany nmay conpensate the
agent within the limts of this section with respect to policies or
contracts sold or serviced by such agent for which agent conpensation is
subject to the limts of this section, and may al so conpensate such
agent for services perforned as a |ocal salaried representative of the
conpany; however, such conpensation as a |ocal salaried representative
shall not include any conpensation with respect to policies or contracts
sold or serviced by such agent.

(11) If a conpany pays an agent or a general agent for the production
of policies or contracts issued by the conpany, the conpany shall not be
required to nonitor for conpliance with this section the paynents and
al | owmances paid by such agent or general agent to any agent or general
agent with respect to such policies or contracts if the agent or general
agent receiving such paynents:

(A) receives no conpany-provided security benefits;

(B) does not receive additional conpensation as permtted by paragraph



four of this subsection, conpensation or expense allowance from a payi ng
entity that itself is receiving additional conpensation fromthe conpany
as permtted by paragraph four of this subsection;

(C receives no prizes or awards fromthe conpany; and

(D) is not eligible to qualify for attendance at conpany-sponsored
agent conventions, conferences, or business neetings based on the anount
of business produced by such agent or general agent.

(12) A conpany that, with respect to prem unms and consi derations
recorded within a period of twelve consecutive nonths on policies or
contracts witten by any agent or broker pursuant to a plan of agent or
br oker conpensation, pays an agent, general agent or broker an anount of
expense all owance smaller than the limting anount defined in paragraph
five of subsection (d) of this section, may pay the agent, general agent
or broker, in any later twelve nonth period or periods, the anount by
whi ch the anobunt of expense allowance paid in the prior period was |ess
than the limting anount, provided such agent, general agent or broker
still is engaged in selling or servicing the conpany's policies or
contracts pursuant to one of the conpany's conpensation or expense
al | owance pl ans. Such subsequent paynents nmay be nade in addition to any
expense al |l owance paynents for which the agent, general agent or broker
is otherwise eligible within the limts of paragraph five of subsection
(d) of this section for such subsequent period.

(13) Notwithstanding any limtation or restriction inposed by this
section, the superintendent may approve conpensation arrangenents for
any conpany to permt it to conpensate its agents or brokers, or any of
them in whole or in part, upon any plan other than those described in
this section, provided that the aggregate limts inposed in subsection
(c) of this section are not exceeded and that the limts in subsection
(d) of this section are generally observed over policy years and agent
car eers.

(14) A conpany may, but is not required to, use annualization in
calculating any of the limts set forth in this section.

(f) (1) Filing requirenments for agent and broker conpensation plans
are as follows:

(A) A conpany shall nake annual information filings with respect to
any new y-introduced plans or changes under which the conpany makes
paynments to agents or brokers if such plans are comm ssion plans for



whi ch the commi ssion percentages are, in all policy or contract years,
no greater than the conm ssion percentages set forth in paragraphs one,
two, three and four of subsection (d) of this section, expense allowance
pl ans ot her than those neeting the definition of a conpensation
arrangenent, plans subject to the provisions of paragraph one of
subsection (e) of this section under which conpensation is not in excess
of two percent of the fund annually in any of the first four policy or
contract years, or plans subject to the provisions of paragraph four of
subsection (e) of this section. These filings shall consist of a summary
of information in enough detail to generally describe the filing
content, and shall be rmade not |l ater than the |ast day of February next
following the year in which such plans were placed in use or changed.
The first such filing shall be due not |ater than the | ast day of
February following the end of the year which includes the effective date
of this section.

(B) Filings are required on or before the effective date of any
changes to conpensation arrangenents as defined in this section, or to
pl ans descri bed in paragraphs one and two of subsection (g) of this
section. These filings shall consist of a sunmary of information in
enough detail to generally describe the filing's contents. A conpany nay
i npl ement such conpensation arrangenents i nmediately upon filing sane.

If the superintendent notifies the conpany within ninety days of the
receipt of the filing, that in his opinion the conpensation arrangenent
described in such filing is not permtted under the law, and if the
conpany within sixty days of the superintendent's notice, is not able to
satisfy the superintendent's concern, with or w thout nodifying the

pl an, the superintendent may order the conpany to cease using the plan.
The conpany may request a formal hearing, but the plan that is the

subj ect of the hearing nay not be used unless and until permtted as a
result of the hearing.

(C© Filings for prior approval of the superintendent are required
bef ore pl ans described in subparagraph (B) of paragraph one,
subpar agraph (H) of paragraph three and paragraphs twelve and thirteen
of subsection (e) of this section can be used. The filings will consi st
of descriptive information, including assunptions and techni ques when
applicable, in enough detail for the superintendent's review Plans not
approved or di sapproved by the superintendent within ninety days



following their filing will be deened approved.

(D) For plans described under subparagraphs (A), (B), (C and (D) of
par agraph two of subsection (e) of this section, if the plan is still to
be used six nonths after the end of the two year period described in
subpar agraph (B) of paragraph two of subsection (e) of this section, the
conpany nust, within six nonths after the end of the two year period,
make a filing with the superintendent and obtain his approval for the
continued use of the plan.

(E) All filings and rel ated correspondence shall be proprietary and
confidential, and not disclosed by the superintendent.

Changes whose effect is to reduce or not increase the conpensation
payabl e to every individual covered by the arrangenent in each and every
year, need not be filed with the superintendent, but nust be maintained
in the conpany's records for at |east six years.

(2) The annual statenent schedule for reporting conpliance on an
aggregate basis with subsection (c) of this section shall be signed by a
know edgeabl e of fi cer of the conpany. The signing of the schedul e shal
be deenmed confirmation by the officer that the officer has perforned a
personal review of the information included and responses provided to
the interrogatories. The signhature is to be preceded by the foll ow ng
statenent: "I have reviewed the sources of total selling expenses and,
to the best of ny know edge and belief, on the basis of the projected
experience over the next three years based on reasonabl e assunpti ons,

i ncl udi ng changes currently being contenpl ated, the conmpany's expenses
will not exceed the limt inposed thereon by New York | nsurance Law
Section 4228." |If the officer cannot attest to the final clause of this
statenent, the officer nust disclose the year or years in which expenses
are expected to exceed the Iimt and the amount by which the limt is
expected to be exceeded.

(3) Any conpany that exceeds the Iimt in subsection (c) of this
section in any year shall:

(A) File a plan of action with the superintendent by June thirtieth of
the followi ng year, which shall

(i) describe actions the conpany will take pronptly to bring expenses
into conpliance; and
(ii) denonstrate how the conpany will neet the limt in the second

year follow ng the year the conpany first exceeded the limt and wll



remain under the limt in the next subsequent year;

(B) Monitor the conpany's progress under such plan of action and
i medi ately notify the superintendent if at any tinme it appears that
conpliance will not be acconplished as pl anned; and

(© Report the conpany's interimprogress during the period described
initem(ii) of subparagraph (A) of this paragraph as frequently as the
superi ntendent may request.

(4) (A If the superintendent finds that any plan of action filed
pursuant to paragraph three of this subsection will not cause the
conpany to conply with the Iimt in subsection (c) of this section, or
that the conpany is not itself conplying with the provisions of such a
pl an of action, the superintendent nay inpose controls on the conpany's
activities, such as limtations on recruiting or production incentives,
or a requirenent that projections of experience anticipated for
conpensati on arrangenments be submtted to the superintendent prior to
the introduction of new, or changes to existing, conmpensation
arrangenents, until such conpany neets that limt.

(B) In addition to the actions set forth in subparagraph (A) of this
par agr aph, and upon finding that a conpany's actions constitute a
willful violation of the provisions of subsection (c) of this section,

t he superintendent is authorized to inpose a fine on the conpany in an
anmount not to exceed the |esser of one nmillion dollars or one-half of
one percent of the conpany's total selling expense Iimt for the nost
recent cal endar year, and the superintendent may inpose controls as
described in subparagraph (A) of this paragraph until the conpletion of
a year in which the conpany neets the Iimt in subsection (c) of this
section. For purposes of determ ning the amount of the fine in any one
proceedi ng, each day or each act of a continuing willful violation shal
not be deenmed a separate and distinct violation.

(© Any action under subparagraph (A) of this paragraph or any fine or
penal ty under subparagraph (B) of this paragraph shall be ordered by the
superintendent only after notice and hearing.

(5) Any conpany naking one or nore paynents that exceed any limt in
subsection (d) of this section that is unable to recover such excess
paynments shall notify the superintendent within ninety days of the date
that it learns or realizes that it exceeded the Iimt; however, if the
conpany recovers such excess paynents prior to the required notification



date, or, for agents or brokers who are no | onger appointed with the
conpany, the conpany has nade reasonable efforts to recover such excess
paynments, it need not nake such notification. At that tinme, the conpany
shall report the reason the conpany exceeded the limt, the nunber of
agents and brokers to whom paynents in excess of the limt were made,
and the amount of noney paid in excess of the limt, and shall describe
the actions the conpany will take pronptly to prevent any further

i nstances of it exceeding this limt.

(A) If the superintendent finds that the conpany is not taking the
actions it described to prevent any further instances of exceeding a
limt in subsection (d) of this section, the superintendent may require
that the conpany file for prior approval future changes to conpensation
arrangenents and plans, for a period not to exceed one year.

(B) In addition to the actions set forth in the preceding
subpar agr aph, and upon finding that a conpany's actions constitute a
willful violation of the provisions of subsection (d) of this section,

t he superintendent is authorized to inpose a fine on the conpany in an
anount not to exceed the | esser of one thousand dollars per violation or
three tines the anount of any overpaynents that are found to constitute
a wllful violation.

(C© Any action under subparagraph (A) of this paragraph or any fine or
penal ty under subparagraph (B) of this paragraph shall be ordered by the
superintendent only after notice and hearing.

(g) The following rules shall apply, beginning on the effective date
of this section, for the periods of tine indicated in this subsection:

(1) Wth respect to conm ssions paid by the conmpany to an agent
subsequent to the fourth policy or contract year on business in force on
the effective date of this subsection, any increase in such comm ssion
within four years of the effective date of this subsection, provided the
i ncrease i s contingent upon the volunme of new business witten by such
agent, in excess of one percent of periodic prem uns and considerations
incurred in each such year with respect to such business in force on the
effective date of this subsection, shall be treated as expense all owance
paynments in determ ning the maxi mum anount of expense all owance that can
be paid to such an agent in that year

(2) Wth respect to fund-based conpensation paid by the conpany to an
agent subsequent to the fourth policy or contract year on business in



force on the effective date of this subsection, any increase in such
fund- based conpensation within four years of the effective date of this
subsection, provided the increase is contingent upon the volunme of new
busi ness witten by such agent, in excess of three-tenths of one percent
annual ly of the funds of such policies or contracts, shall be treated as
expense al |l owance paynents in determ ning the maxi mum anount of expense
al l owance that can be paid to such agent in that year

(3) Any conpany that, as of any part of the year before the effective
date of this subsection, was using a plan approved by the superintendent
for any plan of renewal conm ssions, including such plan that, in whole
or in part, conditions the paynent of such conm ssions upon the
efficiency of service of the agent receiving the conm ssions or upon the
anount and quality of the business renewed under his supervision, may,
notwi thstanding the limts of paragraph three of subsection (d) of this
section, continue to enploy such plan, consistent with the terns of its
approval, for a period of four years after the effective date of this
subsecti on.

(4) A conpany may, for a period of one year after the effective date
of this subsection, continue to enploy any plan of conpensati on,
i ncl udi ng any expense all owance plan, that it was using as of the
effective date, unless the superintendent shall determ ne that such plan
was not approvable at the tine it was placed in effect.

(5) For the first year after the effective date, the total selling
expense |limt described in subsection (c) of this section shall be
i ncreased by five percent of the sum of the anounts determ ned pursuant
to subparagraphs (A, (B, (O, (D, (B, (F, (G, (H, and (1) of
par agr aph four of subsection (c) of this section.

(h) No conpany shall offer for sale any |ife insurance policy form or
annuity contract formcovered by this section or any debit life
i nsurance policy formwhich shall not appear to be sel f-supporting on
reasonabl e assunptions as to interest, nortality, persistency, taxes,
agents' and brokers' survival and expenses resulting fromthe sal e of
the policy or contract form For all such forns offered for sale in this
state, and for all forns filed for use outside this state by donestic
life insurance conpani es, a statenent that the requirenments of this
subsection have been net, signed by an actuary who is a nenber in good
standi ng of the Anerican Acadeny of Actuaries and neets the requirenents



prescri bed by the superintendent by regulation shall be submtted with
each such |ife insurance policy or annuity contract formfiled pursuant
to paragraph one or six of subsection (b) of section three thousand two
hundred one of this chapter. A denonstration supporting each such
statenent, signed by an actuary neeting such qualifications, shall be
retained in the conpany's honme office, while such formis being offered
in this state and for a period of six years thereafter and be avail abl e
for inspection. The superintendent shall pronmulgate a regul ation
establishing the guidelines applicable to such denonstrati on.



