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B. That, upon surrender of the policy within sixty (60) days after the due date of any 

premium payment in default after premiums have been paid for at least three (3) full 

years in the case of ordinary insurance or five (5) full years in the case of industrial 

insurance, the company will pay, in lieu of any paid-up nonforfeiture benefit, a cash 

surrender value of such amount as may be hereinafter specified. 

 

C. That a specified paid-up nonforfeiture benefit shall become effective as specified in 

the policy unless the person entitled to make the election elects another available 

option not later than sixty (60) days after the due date of the premium in default. 

 

D. That if the policy shall have become paid-up by completion of all premium payments 

or if it is continued under any paid-up nonforfeiture benefit which became effective 

on or after the third policy anniversary in the case of ordinary insurance or the fifth 
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Section 3. Computation of Cash Surrender Value 

 

A. Any cash surrender value available under the policy in the event of default in a 

premium payment due on any policy anniversary, whether or not required by Section 

2, shall be an amount not less than the excess, if any, of the present value, on the 

anniversary, of the future guaranteed benefits which would have been provided for 

by the policy, including any existing paid-up additions, if there had been no default, 

over the sum of: 

 

(1) The then present value of the adjusted premiums as defined in Sections 5, 5a, 

5b and 5c, corresponding to premiums which would have fallen due on and 

after the anniversary; and  

 

(2) The amount of any indebtedness to the company on the policy. 

 

B. Provided, however, that for any policy issued on or after the operative date of Section 

5c, which provides supplemental life insurance or annuity benefits at the option of 

the insured and for an identifiable additional premium by rider or supplemental 

policy provision, the cash surrender value referred to in Subsection A of this section 

shall be an amount not less than the sum of the cash surrender value for an 

otherwise similar policy issued at the same age without the rider or supplemental 

policy provision and the cash surrender value as defined in Subsection A for a policy 

which provides only the benefits otherwise provided by such rider or supplemental 

policy provision. 

 

C. Provided, further, that for any family policy issued on or after the operative date of 

Section 5c, which defines a primary insured and provides term insurance on the life 

of the spouse of the primary insured expiring before the spouse's age seventy-one 

(71), the cash surrender value referred to in Subsection A shall be an amount not less 

than the sum of the cash surrender value for an otherwise similar policy issued at 

the same age without term insurance on the life of the spouse and the cash surrender 

value as defined in Subsection A for a policy which provides only the benefits 

otherwise provided by term insurance on the life of the spouse. 

 

D. Any cash surrender value available within thirty (30) days after any policy 

anniversary under any policy paid-up by completion of all premium payments or any 

policy continued under any paid-up nonforfeiture benefit, whether or not required by 

Section 2, shall be an amount not less than the present value, on the anniversary, of 

the future guaranteed benefits provided for by the policy, including any existing paid-

up additions, decreased by any indebtedness to the company on the policy. 

 

Section 4. Computation of Paid-Up Nonforfeiture Benefits 

 

Any paid-up nonforfeiture benefit available under the policy in the event of default in a premium 

payment due on any policy anniversary shall be such that its present value as of the anniversary 

shall be at least equal to the cash surrender value then provided for by the policy or, if none is 
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Section 5. Calculation of Adjusted Premiums 

 

A. This section shall not apply to policies issued on or after the operative date of Section 

5c.  Except as provided in Subsection C of this section, the adjusted premiums for any 

policy shall be calculated on an annual basis and shall be such uniform percentage of 

the respective premiums specified in the policy for each policy year, excluding 

amounts stated in the policy as extra premiums to cover impairments or special 

hazards, that the present value, at the date of issue of the policy, of all such adjusted 

premiums shall be equal to the sum of: 

 

(1) The then present value of the future guaranteed benefits provided for by the 

policy; 

 

(2) Two percent (2%) of the amount of insurance, if the insurance be uniform in 

amount, or of the equivalent uniform amount, as hereinafter defined, if the 

amount of insurance varies with duration of the policy; 

 

(3) Forty percent (40%) of the adjusted premium for the first policy year; 

 

(4) Twenty-five percent (25%) of either the adjusted premium for the first policy 

year or the adjusted premium for a whole life policy of the same uniform or 

equivalent uniform amount with uniform premiums for the whole of life 

issued at the same age for the same amount of insurance, whichever is less.   

 

Provided, however, that in applying the percentages specified in (3) and (4) above, no 

adjusted premium shall be deemed to exceed four percent (4%) of the amount of 

insurance or level amount equivalent.  The date of issue of a policy for the purpose of 

this section shall be the date as of which the rated age of the insured is determined. 

 

B. In the case of a policy providing an amount of insurance varying with duration of the 

policy, the equivalent level amount for the purpose of this section shall be deemed to 

be the level amount of insurance provided by an otherwise similar policy, containing 

the same endowment benefit or benefits, if any, issued at the same age and for the 

same term, the amount of which does not vary with duration and the benefits under 

which have the same present value at the inception of the insurance as the benefits 

under the policy. 

 

C. The adjusted premiums for any policy providing term insurance benefits by rider or 

supplemental policy provision shall be equal to: 

 

(1) The adjusted premiums for an otherwise similar policy issued at the same 

age without such term insurance benefits, increased, during the period for 

which premiums for such term insurance benefits are payable, by  

 

(2) The adjusted premiums for such term insurance, 

 

the foregoing Paragraphs (1) and (2) being calculated separately and as specified in 

Subsections A and B except that, for the purposes of Subsection A(2), A(3) and A(4), 

the amount of insurance or equivalent uniform amount of insurance used in the 

calculation of the adjusted premiums referred to in Subsection A(2) shall be equal to 

the excess of the corresponding amount determined for the entire policy over the 

amount used in the calculation of the adjusted premiums in Subsection C(1). 
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D. 
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Section 5b. Calculation of Adjusted Premiums - Industrial Policies 

 

This section shall not apply to industrial policies issued on or after the operative date of Section 5c.  

In the case of industrial policies issued on or after the operative date of this section, all adjusted 

premiums and present values referred to in this Act shall be calculated on the basis of the 

Commissioners 1961 Standard Industrial Mortality Table and the rate of interest specified in the 

policy for calculating cash surrender values and paid-up nonforfeiture benefits provided that such 

rate of interest shall not exceed three and one-half percent (3 1/2%) per annum, except that a rate of 

interest not exceeding four percent (4%) per annum may be used for policies issued on or after [insert 

effective date of 1972 NAIC amendments to the Standard Nonforfeiture Law for Life Insurance] and 

prior to [insert effective date of 1976 NAIC amendments to the Standard Nonforfeiture Law for Life 

Insurance] and a rate of interest not exceeding five and one-half percent (5 1/2%) per annum may be 

used for policies issued on or after [insert effective date of 1976 NAIC amendments to the Standard 

Nonforfeiture Law for Life Insurance], except that for any single premium whole life or endowment 

insurance policy a rate of interest not exceeding six and one-half percent (6 1/2%) per annum may be 

used. Provided, however, that in calculating the present value of any paid-up term insurance with 

accompanying pure endowment, if any, offered as a nonforfeiture benefit, the rates of mortality 

assumed may be not more than those shown in the Commissioners 1961 Industrial Extended Term  

 

Insurance Table.  Provided, further, that for insurance issued on a substandard basis, the 

calculations of any such adjusted premiums and present values may be based on such other table of 

mortality as may be specified by the company and approved by the commissioner. 

 

After the effective date of this section, any company may file with the commissioner a written notice 

of its election to comply with the provisions of this section after a specified date before January 1, 

1968.  After the filing of such notice, upon the specified date (which shall be the operative date of this 

section for that company), this section shall become operative with respect to the industrial policies 

thereafter issued by the company.  If a company makes no election, the operative date of this section 

for the company shall be January 1, 1968. 

 

Section 5c. 
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Provided, however, that in applying the percentage specified in (3) above no 

nonforfeiture net level premium shall be deemed to exceed four percent (4%) of either 

the amount of insurance, if the insurance be uniform in amount, or the average 

amount of insurance at the beginning of each of the first ten (10) policy years.  The 

date of issue of a policy for the purpose of this section shall be the date as of which 

the rated age of the insured is determined. 

 

B. The nonforfeiture net level premium shall be equal to the present value, at the date 

of issue of the policy, of the guaranteed benefits provided for by the policy divided by 

the present value, at the date of issue of the policy, of an annuity of one per annum 

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

which a premium falls due. 

 

C. In the case of policies which cause, on a basis guaranteed in the policy, unscheduled 
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(2) One hundred twenty-five percent (125%) of the increase, if positive, in the 
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(3) A company may calculate the amount of any guaranteed paid-up 

nonforfeiture benefit including any paid-up additions under the policy on the 

basis of an interest rate no lower than that specified in the policy for 

calculating cash surrender values. 

 

(4) In calculating the present value of any paid-up term insurance with 

accompanying pure endowment, if any, offered as a nonforfeiture benefit, the 

rates of mortality assumed may be not more than those shown in the 

Commissioners 1980 Extended Term Insurance Table for policies of ordinary 

insurance and not more than the Commissioners 1961 Industrial Extended 

Term Insurance Table for policies of industrial insurance. 

 

(5) For insurance issued on a substandard basis, the calculation of any adjusted 

premiums and present values may be based on appropriate modifications of 
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Commissioners for use in determining the minimum nonforfeiture standard 

for policies issued on or after the operative date of the valuation manual then 

that minimum nonforfeiture standard supersedes the minimum nonforfeiture 

standard provided by the valuation manual.  

 

I. The nonforfeiture interest rate is defined below: 

 

(1) 
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Note:  If desired the following provision may be added as Subsection D. 

 

D. Notwithstanding any other provision in the laws of this state, any policy, contract or 

certificate providing life insurance under any plan must be affirmatively approved by 

the commissioner before it can be marketed, issued, delivered or used in this state. 
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Section 9. Exceptions 

 

This Act shall not apply to any of the following: 

 

A. Reinsurance; 

B. Group insurance; 

 

C. Pure endowment; 

 

D. Annuity or reversionary annuity contract; 

 

E. A term policy of uniform amount, which provides no guaranteed nonforfeiture or 

endowment benefits, or renewal thereof, of twenty (20) years of less expiring before 

age seventy-one (71), for which uniform premiums are payable during the entire term 

of the policy; 

 

F. A term policy of decreasing amount, which provides no guaranteed nonforfeiture or 

endowment benefits, on which each adjusted premium, calculated as specified in 

Sections 5, 5a, 5b and 5c, is less than the adjusted premium so calculated, on a term 

policy of uniform amount, or renewal thereof, which provides no guaranteed 

nonforfeiture or endowment benefits, issued at the same age and for the same initial 

amount of insurance and for a term of twenty (20) years or less expiring before age 

seventy-one (71), for which uniform premiums are payable during the entire term of 

the policy; 

 

G. A policy, which provides no guaranteed nonforfeiture or endowment benefits, for 

which no cash surrender value, if any, or present value of any paid-up nonforfeiture 

benefit, at the beginning of any policy year, calculated as specified in Sections 3, 4, 5, 

5a, 5b and 5c, exceeds two and one-half percent (2 1/2%) of the amount of insurance 

at the beginning of the same policy year; nor 

 

H. Policy which shall be delivered outside this state through an agent or other 

representative of the company issuing the policy. 

 

For purposes of determining the applicability of this Act, the age at expiry for a joint term life 

insurance policy shall be the age at expiry of the oldest life. 

 

Section 10. Effective Date 

 

After the effective date of this Act, any company may file with the commissioner a written notice of 

its election to comply with the provisions of this Act after a specified date before January 1, 1948.  

After the filing of such notice, then upon the specified date (which shall be the operative date for the 

company), this Act shall become operative with respect to the policies thereafter issued by such 



Standard Nonforfeiture Law for Life Insurance 

808-14       © 2014 National Association of Insurance Commissioners 

________________________________ 

 
Chronological Summary of Actions (all references are to the Proceedings of the NAIC). 

 

1942 Proc. Supp. 266-270 (text). 

1943 Proc. 13 (adopted). 

1947 Proc. 250, 253-254, 261 (amended). 

1959 Proc. I 183, 193, 197-202, 294 (amended). 

1960 Proc. II 518, 536-537, 538 (amended). 

1962 Proc. I 140, 144, 145-146, 166 (amended). 

1973 Proc. I 9, 11, 251, 277, 279, 284 (amended). 

1973 Proc. II 533, 546-549 (reprinted). 

1974 Proc. II 461-466 (reprinted). 

1977 Proc. II, 19, 21, 432, 494, 560 (corrected). 

1981 Proc. I 47, 51, 421, 517, 761, 774-782 (amended and reprinted). 

1981 Proc. II 27, 35, 559, 793, 794 (amended). 

2012 Summer Nat’l Meeting (amended) 

2013 Fall National Meeting (amended) 

 


