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National Council of Insurance Legislators (NCOIL)

Resolution Identifying Certain Enhanced Cash Surrender Value Endorsements As
Violating The Standard Nonforfeiture Law
* Adoptedby the NCOIL Life Insurance & Financial Planning Committee on July 15, 2022
and the NCOIL Executive Committee on July 16, 2022.
*Sponsored by Sen. Travisdidman (IN); Co-sponsored by Rep. Tom Oliverson, M.D. (TX)
NCOIL Treasurer

WHEREAS, the Standard Nonforfeiture Law for Life Insurance, based on National Association
of Insurance Commissioners (NAIC) Model #808, is a pillar of United Stagasance regulation;
and

WHEREAS, State legislators have agreed with the public policy in the Standard Nonforfeiture
Law and adopted it across the board, a rare example of uniformity not resulting from Federal
mandate or NAIC accreditation standards; and

WHEREAS, the Model has been ameattifrom time to time, including a major set of changes in
ODEHOHG 3H[WHQVLYH DQG GUDPDWLF" E\ WKH UHJXODWF
thent; and

WHEREAS, before these amendments, the Standard Nonforfeiture Law required minimum

sureQGHU YDOXHYVY DQG PHWKRGV RI FDOFXODWLQJ WKHP DQ
LQFOXGHG WKH LPSRVLWLRQ RI D VHSDUDWH 3VPRRWKQHV\
3 RQVLVWHQF\ RI 3URJUHVVLRQ RI &DVK 6 XUUHRQ@HWQDBOXHV

WHEREAS WKH UHJXODWRU\ DFWXDULHV ZKR GUDIWHG WKLV (
VWDWHG WKDW LWV 3XQGHUO\LQJ SXUSRVH LV WR UHTXLUH I
WR FRUUHFW D SULRU GHIHFWaMdKDW DOORZHG 3VKDUS LQFUF

WHEREAS, the Society of Actuaries, whose members had to comply with the significant new

UHTXLUHPHQW GHVFULEHG WKH QHZ 3VPRRWKQHVV™ UHTXLU
3VKDUS MXPSV" DQG 3VSLNHV LQ WKH @ Ri€aRdddtHsuvkexdeH VW U X
SEHQHILWY GLVFRQWLQXRXV LQ QDWXUH«DYFa@DEOH RQO\ G.



WHEREAS, in the last few years, no more than three life insurers, and only one as a regular
EXVLQHVY SUDFWLFH KDYH &G&HEIXWQK RVYMXHULH)QPG HHIQ KID@KHH H
dramatically changing the terms of wetasoned policies from their issued and approved policy

forms, seeking to incentivize consumers to terminate policies and their death benefit protection by
means of limited timeenormous increases in cash surrender value, in plain violation of the
Standard Nonforfeiture Law standards described above; and

WHEREAS, these endorsements were submitted by companies whoesified compliance

with the insurance code and its Standdahforfeiture Law and generally approved by regulators
without any evidence of consideration of the Standard Nonforfeiture Law smoothness requirement;
and

WHEREAS LQ QHDUO\ WKUHH \HDUV RI GLVFXVVLRQ LQFOXGLQ
active involvement, neither regulators nor the insurers have proffered a plausible explanation of



WHEREAS, State Constitutions definitively vest lawmaking authority in legislators, who by
legislation authorize the creation of departments of insurance to serve as statutory regulators,
whose authority is limitedo the execution of the public policy established by the legislative
branch; and

WHEREAS, abdication of enforcement of a central consumer protection law amounts to
regulatory nullification of and rewriting of the insurance code and the displacement of the
OHJLVODWLYH EUDQFKYY VROH ODZPDNLQJ DXWKRULW\ E\ WK

WHEREAS, NOW, THEREFORE, BE IT RESOLVED, that NCOIL, now calls upon state
regulators to enforce the same Standard Nonforfeiture Law smoothness requiremegtthiztrs

requested legislators to add to the insurance codes, by withholding approval of, and rescinding any
previous approval of, anynoRRPSOLDQW 3HQKDQFHG FDVK VXUUHQGHU YL
limited time, spiked cash surrender value offersentivizing consumers to terminate their life
insurance protection, and calls upon state legislative committees with oversight of insurance to
PRQLWRU LQVXUDQFH GHSDUWPHQWVY DFWLRQV ZLWK UHVSH

WHEREAS, BE IT FINALLY RESOLVED THAT, that a copy of this Resolution shall be
GLVWULEXWHG WR WKH $PHULFDQ &RXQFLO RI /LIH ,QVXUHUYV
Commissioner; the National Association of Insurance Commissioners (NAIC); and the Chairs of

the Committees of insurance jurisdictioneach Legislative Chamber of each State.



TO: Judith L. FrencfOH) Chair
Life Insurance and Annuities (A) Committee

FROM:  NAIC Legal Division

RE: CertainEnhanced Cash Sander ValueEndorsemerg
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a change to a new policy; the adjusted premiums and presenesahall initially be calculated

on the assumption that future benefits and premiums do not change from those stipulated at the
date of issue of the policy. At the time of any change in the benefits or premiumgutine
adjusted premiums, nonforfeitureet level premiums and present valugisall be recalculatedn

the assumption that future benefits and premiums do not change from those stipulated by the
policyimmediately after the changgEmphasis added].

Enhanced Cash Surrender Value Endorsements are





