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Section 4.

Life Insurance lllustrations Model Regulation

Definitions

For the purposes of this regulation:

A.
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“Actuarial Standards Board” means the board established by the American Academy of Actuaries to
develop and promulgate standards of actuarial practice.

“Contract premium” means the gross premium that is required to be paid under a fixed premium
policy, including the premium for a rider for which benefits are shown in the illustration.

“Currently payable scale” means a scale of non-guaranteed elements in effect for a policy form as of
the preparation date of the illustration or declared to become effective within the next ninety-five
(95) days.

“Disciplined current scale” means a scale of non-guaranteed elements constituting a limit on
illustrations currently being illustrated by an insurer that is reasonably based on actual recent
historical experience, as certified annually by an illustration actuary designated by the insurer.
Further guidance in determining the disciplined current scale as contained in standards established
by the Actuarial Standards Board may be relied upon if the standards:

(1) Are consistent with all provisions of this regulation;

2 Limit a disciplined current scale to reflect only actions that have already been taken or events
that have already occurred;

(3) Do not permit a disciplined current scale to include any projected trends of improvements in
experience or any assumed improvements in experience beyond the illustration date; and
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() Insurer’s illustrated scale used but with the non-guaranteed elements reduced as
follows:

(0 Dividends at fifty percent (50%) of the dividends contained in the illustrated
scale used;

(i) Non-guaranteed credited interest at rates that are the average of the
guaranteed rates and the rates contained in the illustrated scale used; and

(iii) All non-guaranteed charges, including but not limited to, term insurance
charges, mortality and expense charges, at rates that are the average of the
guaranteed rates and the rates contained in the illustrated scale used.

2 In addition, if coverage would cease prior to policy maturity or age 100, the year in which
coverage ceases shall be identified for each of the three (3) bases.

Statements. Statements substantially similar to the following shall be included on the same page as

the numeric summary and signed by the applicant, or the policy owner in the case of an illustration
provided at time of delivery, as required in this regulation.
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(3) Non-guaranteed elements may be shown if described in the contract. In the case of an
illustration for a policy on which the insurer intends to credit terminal dividends, they may be
shown if the insurer’s current practice is to pay terminal dividends. If any non-guaranteed
elements are shown they must be shown at the same durations as the corresponding
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2 If the policy is issued, a basic illustration conforming to the policy as issued shall be sent with
the policy and signed no later than the time the policy is delivered. A copy shall be provided
to the insurer and the policy owner.

C. If the basic illustration or revised illustration is sent to the applicant or policy owner by mail from the
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(h) For flexible premium policies:

If, assuming guaranteed interest, mortality and expense loads, the policy’s net cash
surrender value will not maintain insurance in force until the end of the next
reporting period unless further premium payments are made, a notice to this effect
shall be included in the report.

Drafting Note: For states that have adopted the NAIC Universal Life Model Regulation, this paragraph could be replaced with a reference to the
equivalent of Section 9 of the model regulation.

2 For all other policies, where applicable:
(@ Current death benefit;
(b) Annual contract premium;
() Current cash surrender value;
(d) Current dividend;
(e) Application of current dividend; and
® Amount of outstanding loan.

(3) Insurers writing life insurance policies that do not build nonforfeiture values shall only be
required to provide an annual report with respect to these policies for those years when a
change has been made to nonguaranteed policy elements by the insurer.

B. If the annual report does not include an in force illustration, it shall contain the following notice
displayed prominently: “IMPORTANT POLICY OWNER NOTICE: You should consider requesting more
detailed information about your policy to understand how it may perform in the future. You should
not consider replacement of your policy or make changes in your coverage without requesting a
current illustration. You may annually request, without charge, such an illustration by calling
[insurer’s phone number], writing to [insurer’s name] at [insurer’s address] or contacting your agent.
If you do not receive a current illustration of your policy within 30 days from your request, you should
contact your state insurance department.” The insurer may vary the sequential order of the methods
for obtaining an in force illustration.

C. Upon the request of the policy owner, the insurer shall furnish an in force illustration of current and

future benefits and values based on the insurer’s present illustrated scale. This illustration shall
comply with the requirements of Section 6A, 6B, 7A and 7E. No signature or other acknowledgment
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Annual Certifications

The board of directors of each insurer shall appoint one or more illustration actuaries.

The illustration actuary shall certify that the disciplined current scale used in illustrations is in
conformity with the Actuarial Standard of Practice for Compliance with the NAIC Model Regulation
on Life Insurance lllustrations promulgated by the Actuarial Standards Board, and that the illustrated
scales used in insurer-authorized illustrations meet the requirements of this regulation.

The illustration actuary shall:

1) Be a member in good standing of the American Academy of Actuaries;

2 Be familiar with the standard of practice regarding life insurance policy illustrations;

(3) Not have been found by the commissioner, following appropriate notice and hearing to
have:

@)
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Section 14. Effective Date
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