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482-1-131-.01 Authority .   This rule is adopted and promulgated 
by the commissioner of insurance pursuant to Sectio ns 27-2-17 
and 27-12-1, et seq., Code of Ala. 1975 .  This chapter will 
rescind and supersede Departmental Regulation No. 6 4 dated 
April 1, 1981. 
Author:   Commissioner of Insurance 
Statutory Authority:   Code of Ala. 1975 , §§27-2-17, 27-12-1, et  
seq . 
History:  New Rule:  Filed May 25, 2004; effective 
January 1, 2005.  Filed with LRS June 3, 2004.  Rul e is not 
subject to the Alabama Administrative Procedure Act . 
 
 
 
482-1-131-.02 Purpose . 
 
 (1) The purpose of this chapter is to require 
insurers to deliver to purchasers of life insurance  information 
that will improve the buyer's ability to select the  most 
appropriate plan of life insurance for the buyer's needs and 
improve the buyer's understanding of the basic feat ures of the 
policy that has been purchased or is under consider ation. 
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 (2) This chapter does not prohibit the use of 
additional material that is not a violation of this  chapter or 
any other statute or chapter. 
Author:   Commissioner of Insurance 
Statutory Authority:   Code of Ala. 1975 , §§27-2-17, 27-12-1, et  
seq . 
History:  New Rule:  Filed May 25, 2004; effective 
January 1, 2005.  Filed with LRS June 3, 2004.  Rul e is not 
subject to the Alabama Administrative Procedure Act . 
 
 
 
482-1-131-.03 Scope . 
 
 (1) Except for the exemptions specified in Rule 
482-1-131-.03(2), this chapter shall apply to any s olicitation, 
negotiation or procurement of life insurance occurr ing within 
this state.  Rule 482-1-131-.05(2) shall apply only  to an 
existing nonexempt policy held by a policyowner res iding in this 
state.  This chapter shall apply to any issuer of l ife insurance 
contracts including fraternal benefit societies.  
 
 (2) This chapter shall not apply to: 
 
 (a) Individual and group annuity contracts; 
 
 (b) Credit life insurance; 
 
 (c) Group life insurance (except for disclosures 
relating to preneed funeral contracts or prearrange ments; these 
disclosure requirements shall extend to the issuanc e or delivery 
of certificates as well as to the master policy); 
 
 (d) Life insurance policies issued in connection w ith 
pension and welfare plans as defined by and which a re subject to 
the federal Employee Retirement Income Security Act  of 1974 
(ERISA), 29 U.S.C. Section 1001 et seq. as amended;  or  
 
 (e) Variable life insurance under which the amount  or 
duration of the life insurance varies according to the 
investment experience of a separate account. 
Author:   Commissioner of Insurance 
Statutory Authority:   Code of Ala. 1975 , §§27-2-17, 27-12-1, et  
seq . 
History:  New Rule:  Filed May 25, 2004; effective 
January 1, 2005.  Filed with LRS June 3, 2004.  Rul e is not 
subject to the Alabama Administrative Procedure Act . 
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482-1-131-.04 Definitions .   For the purposes of this chapter, 
the following definitions shall apply: 
 
 (a) BUYER'S GUIDE.  The current Life Insurance 
Buyer's Guide adopted by the National Association o f Insurance 
Commissioners (NAIC) or language approved by the co mmissioner. 
 
 (b) CURRENT SCALE OF NONGUARANTEED ELEMENTS.  A 
formula or other mechanism that produces values for  an 
illustration as if there is no change in the basis of those 
values after the time of illustration. 
 
 (c) GENERIC NAME.  A short title that is descripti ve 
of the premium and benefit patterns of a policy or a rider. 
 
 (d) NONGUARANTEED ELEMENTS.  The premiums, credite d 
interest rates (including any bonus), benefits, val ues, 
non-interest based credits, charges or elements of formulas used 
to determine any of these, that are subject to comp any 
discretion and are not guaranteed at issue.  An ele ment is 
considered non-guaranteed if any of the underlying 
non-guaranteed elements are used in its calculation . 
 
 (e) POLICY DATA.  A display or schedule of numeric al 
values, both guaranteed and nonguaranteed for each policy year 
or a series of designated policy years of the follo wing 
information: illustrated annual, other periodic, an d terminal 
dividends; premiums; death benefits; cash surrender  values and 
endowment benefits. 
 
 (f) POLICY SUMMARY.  A written statement describin g 
the elements of the policy, including, but not limi ted to: 
 
 1. A prominently placed title as follows:  STATEME NT 
OF POLICY COST AND BENEFIT INFORMATION; 
 
 2. The name and address of the insurance agent or,  
if no agent is involved, a statement of the procedu re to be 
followed in order to receive responses to inquiries  regarding 
the Policy Summary; 
 
 3. The full name and home office or administrative  
office address of the company in which the life ins urance policy 
is to be or has been written; 
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 4. The generic name of the basic policy and each 
rider; 
 
 5. The following amounts, where applicable, for th e 
first five (5) policy years and representative poli cy years 
thereafter sufficient to clearly illustrate the pre mium and 
benefit patterns; including at least one age from s ixty (60) 
through sixty-five (65) and policy maturity: 
 
 (i) The annual premium for the basic policy; 
 
 (ii) The annual premium for each optional rider. 
 
 (iii) The amount payable upon death at the beginni ng of 
the policy year regardless of the cause of death, o ther than 
suicide or other specifically enumerated exclusions , that is 
provided by the basic policy and each optional ride r; with 
benefits provided under the basic policy and each r ider shown 
separately; 
 
 (iv) The total guaranteed cash surrender values at  the 
end of the year with values shown separately for th e basic 
policy and each rider; and 
 
 (v) Any endowment amounts payable under the policy  
that are not included under cash surrender values a bove; 
 
 6. The effective policy loan annual percentage 
interest rate, if the policy contains this provisio n, specifying 
whether this rate is applied in advance or in arrea rs.  If the 
policy loan interest rate is adjustable, the policy  summary 
shall also indicate that the annual percentage rate  will be 
determined by the company in accordance with the pr ovisions of 
the policy and the applicable law; and 
 
 7. The date on which the policy summary is prepare d. 
 
 (g) PRENEED FUNERAL CONTRACT OR PREARRANGEMENT.  An 
agreement by or for an individual before that indiv idual's death 
relating to the purchase or provision of specific f uneral or 
cemetery merchandise or services. 
Author:   Commissioner of Insurance 
Statutory Authority:   Code of Ala. 1975 , §§27-2-17, 27-12-1, et  
seq . 



 
Insurance Chapter 482-1-131 
 

Supp. 9/30/04 1- 131 - 5

History:  New Rule:  Filed May 25, 2004; effective 
January 1, 2005.  Filed with LRS June 3, 2004.  Rul e is not 
subject to the Alabama Administrative Procedure Act . 
 
 
 
482-1-131-.05 Duties Of Insurers . 
 
 (1) Requirements Applicable Generally 
 
 (a) The insurer shall provide a Buyer's Guide to a ll 
prospective purchasers, prior to accepting the appl icant's 
initial premium or premium deposit.  However, if th e policy for 
which application is made contains an unconditional  refund 
provision of at least ten (10) days, the Buyer's Gu ide may be 
delivered with the policy or prior to delivery of t he policy. 
 
 (b) The insurer shall provide a policy summary to 
prospective purchasers where the insurer has identi fied the 
policy form as one that will not be marketed with a n 
illustration.  The policy summary shall show guaran tees only. It 
shall consist of a separate document with all requi red 
information set out in a manner that does not minim ize or render 
any portion of the summary obscure.  Any amounts th at remain 
level for two (2) or more years of the policy may b e represented 
by a single number if it is clearly indicated what amounts are 
applicable for each policy year.  Amounts in Rule 
482-1-131-.04(e) shall be listed in total, not on a  per thousand 
or per unit basis.  If more than one insured is cov ered under 
one policy or rider, death benefits shall be displa yed 
separately for each insured or for each class of in sureds if 
death benefits do not differ within the class.  Zer o amounts 
shall be displayed as a blank space.  Delivery of t he policy 
summary shall be consistent with the time for deliv ery of the 
Buyer's Guide as specified in Rule 482-1-131-.05(1) (a). 
 
 (2) Requirements Applicable to Existing Policies. 
 
 (a) Upon request by the policyowner, the insurer 
shall furnish either policy data or an in force ill ustration as 
follows: 
 
 1. or policies issued prior to the effective date of 
January 1, 1998, the insurer shall furnish policy d ata, or, at 
its option, an in force illustration meeting the re quirements of 
Chapter 482-1-114. 
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 2. For policies issued after the effective date of  
the illustration regulation that were declared not to be used 
with an illustration, the insurer shall furnish pol icy data, 
limited to guaranteed values, if it has chosen not to furnish an 
in force illustration meeting the requirements of t he chapter. 
 
 3. If the policy was issued after the effective da te 
of the illustration chapter and declared to be used  with an 
illustration, an in force illustration shall be pro vided. 
 
 4. Unless otherwise requested, the policy data sha ll 
be provided for twenty (20) consecutive years begin ning with the 
previous policy anniversary.  The statement of poli cy data shall 
include nonguaranteed elements according to the cur rent scale, 
the amount of outstanding policy loans, and the cur rent policy 
loan interest rate.  Policy values shown shall be b ased on the 
current application of nonguaranteed elements in ef fect at the 
time of the request.  The insurer may charge a reas onable fee, 
not to exceed $5.00, for the preparation of the sta tement. 
 
 (b) If a life insurance company changes its method  of 
determining scales of nonguaranteed elements on exi sting 
policies; it shall, no later than when the first pa yment is made 
on the new basis, advise each affected policy owner  residing in 
this state of this change and of its implication on  affected 
policies.  This requirement shall not apply to poli cies for 
which the amount payable upon death under the basic  policy as of 
the date when advice would otherwise be required do es not exceed 
$5,000. 
 
 (c) If the insurer makes a material revision in th e 
terms and conditions under which it will limit its right to 
change any nonguaranteed factor; it shall, no later  than the 
first policy anniversary following the revision, ad vise each 
affected policy owner residing in this state. 
Author:   Commissioner of Insurance 
Statutory Authority:   Code of Ala. 1975 , §§27-2-17, 27-12-1, et  
seq . 
History:  New Rule:  Filed May 25, 2004; effective 
January 1, 2005.  Filed with LRS June 3, 2004.  Rul e is not 
subject to the Alabama Administrative Procedure Act . 
 
 
 
482-1-131-.06 Preneed Funeral Contracts Or Prearran gements .   
The following information shall be adequately discl osed at the 
time an application is made, prior to accepting the  applicant's 
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initial premium or deposit; for a preneed funeral c ontract or 
prearrangement that is funded or to be funded by a life 
insurance policy: 
 
 (a) The fact that a life insurance policy is invol ved 
or being used to fund a prearrangement; 
 
 (b) The nature of the relationship among the 
soliciting agent or agents, the provider of the fun eral or 
cemetery merchandise or services, the administrator  and any 
other person; 
 
 (c) The relationship of the life insurance policy to 
the funding of the prearrangement and the nature an d existence 
of any guarantees relating to the prearrangement; 
 
 (d) The impact on the prearrangement: 
 
 1. Of any changes in the life insurance policy 
including but not limited to, changes in the assign ment, 
beneficiary designation or use of the proceeds; 
 
 2. Of any penalties to be incurred by the 
policyholder as a result of failure to make premium  payments; 
 
 3. Of any penalties to be incurred or monies to be  
received as a result of cancellation or surrender o f the life 
insurance policy; 
 
 (e) A list of the merchandise and services which a re 
applied or contracted for in the prearrangement and  all relevant 
information concerning the price of the funeral ser vices, 
including an indication that the purchase price is either 
guaranteed at the time of purchase or to be determi ned at the 
time of need; 
 
 (f) All relevant information concerning what occur s 
and whether any entitlements or obligations arise i f there is a 
difference between the proceeds of the life insuran ce policy and 
the amount actually needed to fund the prearrangeme nt; 
 
 (g) Any penalties or restrictions, including but n ot 
limited to geographic restrictions or the inability  of the 
provider to perform, on the delivery of merchandise , services or 
the prearrangement guarantee; and 
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 (h) If so, the fact that a sales commission or oth er 
form of compensation is being paid and the identity  of the 
individuals or entities to whom it is paid. 
Author:   Commissioner of Insurance 
Statutory Authority:   Code of Ala. 1975 , §§27-2-17, 27-12-1, et  
seq . 
History:  New Rule:  Filed May 25, 2004; effective 
January 1, 2005.  Filed with LRS June 3, 2004.  Rul e is not 
subject to the Alabama Administrative Procedure Act . 
 
 
 
482-1-131-.07 General Rules . 
 
 (1) Each insurer shall maintain, at its home offic e 
or principal office, a complete file containing one  copy of each 
document authorized and used by the insurer pursuan t to this 
chapter.  The file shall contain one copy of each a uthorized 
form for a period of three (3) years following the date of its 
last authorized use unless otherwise provided by th is chapter. 
 
 (2) An agent shall inform the prospective purchase r, 
prior to commencing a life insurance sales presenta tion, that he 
or she is acting as a life insurance agent and info rm the 
prospective purchaser of the full name of the insur ance company 
which the agent is representing to the buyer.  In s ales 
situations in which an agent is not involved, the i nsurer shall 
identify its full name. 
 
 (3) An insurance producer shall not use terms such  as 
"financial planner," "investment advisor," "financi al 
consultant," or "financial counseling" in such a wa y as to imply 
that he or she is primarily engaged in an advisory business in 
which compensation is unrelated to sales unless tha t is actually 
the case.  This provision is not intended to preclu de persons 
who hold some form of formal recognized financial p lanning or 
consultant designation from using this designation even when 
they are only selling insurance.  This provision al so is not 
intended to preclude persons who are members of a r ecognized 
trade or professional association having such terms  as part of 
its name from citing membership, providing that a p erson citing 
membership, if authorized only to sell insurance pr oducts, shall 
disclose that fact.  This provision does not permit  persons to 
charge an additional fee for services that are cust omarily 
associated with the solicitation, negotiation or se rvicing of 
policies. 
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 (4) Any reference to nonguaranteed elements shall 
include a statement that the item is not guaranteed  and is based 
on the company's current scale of nonguaranteed ele ments (use 
appropriate special term such as "current dividend"  or "current 
rate" scale.)  If a nonguaranteed element would be reduced by 
the existence of a policy loan, a statement to that  effect shall 
be included in any reference to nonguaranteed eleme nts.  A 
presentation or depiction of a policy issued after the effective 
date of January 1, 1998, the effective date of Chap ter 482-1-114 
that includes nonguaranteed elements over a period of years 
shall be governed by that chapter. 
Author:   Commissioner of Insurance 
Statutory Authority:   Code of Ala. 1975 , §§27-2-17, 27-12-1, et  
seq . 
History:  New Rule:  Filed May 25, 2004; effective 
January 1, 2005.  Filed with LRS June 3, 2004.  Rul e is not 
subject to the Alabama Administrative Procedure Act . 
 
 
 
482-1-131-.08 Failure To Comply .   Failure of an insurer to 
provide or deliver a Buyer's Guide, an in force ill ustration, a 
policy summary or policy data as provided in Rule 4 82-1-131-.05 
shall constitute an omission that misrepresents the  benefits, 
advantages, conditions or terms of an insurance pol icy. 
Author:   Commissioner of Insurance 
Statutory Authority:   Code of Ala. 1975 , §§27-2-17, 27-12-1, et  
seq . 
History:  New Rule:  Filed May 25, 2004; effective 
January 1, 2005.  Filed with LRS June 3, 2004.  Rul e is not 
subject to the Alabama Administrative Procedure Act . 
 
 
 
482-1-131-.09 Separability .   If any provisions of this chapter 
be held invalid, the remainder shall not be affecte d. 
Author:   Commissioner of Insurance 
Statutory Authority:   Code of Ala. 1975 , §§27-2-17, 27-12-1, et  
seq . 
History:  New Rule:  Filed May 25, 2004; effective 
January 1, 2005.  Filed with LRS June 3, 2004.  Rul e is not 
subject to the Alabama Administrative Procedure Act . 
 
 
 
482-1-131-.10 Effective Date .   This rule shall become effective 
January 1, 2005, upon its approval by the Commissio ner of 
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Insurance, and upon its having been on file as a pu blic document 
in the office of the Secretary of State for ten day s. 
Author:   Commissioner of Insurance 
Statutory Authority:   Code of Ala. 1975 , §§27-2-17, 27-12-1, et  
seq . 
History:  New Rule:  Filed May 25, 2004; effective 
January 1, 2005.  Filed with LRS June 3, 2004.  Rul e is not 
subject to the Alabama Administrative Procedure Act . 
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APPENDIX A 
LIFE INSURANCE BUYER'S GUIDE 

 
 
[The face page of the Buyer's Guide shall read as f ollows:] 
 
 

Life Insurance Buyer’s Guide 
 
This guide can help you when you shop for life insu rance. It 
discusses how to: 
 
· Find a Policy That Meets Your Needs and Fits Your  Budget 
· Decide How Much Insurance You Need 
· Make Informed Decisions When You Buy a Policy 
 

Prepared by the National Association of Insurance Commissioners 
 
The National Association of Insurance Commissioners  is an 
association of state insurance regulatory officials .  This 
association helps the various insurance departments  to 
coordinate insurance laws for the benefit of all co nsumers. 
 
This guide does not endorse any company or policy. 
 
Reprinted by. . . 
 
 

IMPORTANT THINGS TO CONSIDER 
 
1. Review your own insurance needs and circumstance s.  Choose 

the kind of policy that has benefits that most clos ely fit 
your needs.  Ask an agent or company to help you. 

 
2. Be sure that you can handle premium payments.  C an you 

afford the initial premium?  If the premium increas es later 
and you still need insurance, can you still afford it? 

 
3. Don't sign an insurance application until you re view it 

carefully to be sure all the answers are complete a nd 
accurate. 

 
4. Don't buy life insurance unless you intend to st ick with 

your plan.  It may be very costly if you quit durin g the 
early years of the policy. 
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5. Don't drop one policy and buy another without a thorough 
study of the new policy and the one you have now.  
Replacing your insurance may be costly. 

 
6. Read your policy carefully.  Ask your agent or c ompany 

about anything that is not clear to you. 
7. Review your life insurance program with your age nt or 

company every few years to keep up with changes in your 
income and your needs. 

 
 

Buying Life Insurance 
 
When you buy life insurance, you want coverage that  fits your 
needs. 
 
 First , decide how much you need-and for how long-and wha t 

you can afford to pay.  Keep in mind the major reas on you 
buy life insurance is to cover the financial effect s of 
unexpected or untimely death.  Life insurance can a lso be 
one of many ways you plan for the future. 

 
 Next , learn what kinds of policies will meet your needs  and 

pick the one that best suits you. 
 
 Then , choose the combination of policy premium and bene fits 

that emphasizes protection in case of early death, or 
benefits in case of long life, or a combination of both. 

 
It makes good sense to ask a life insurance agent o r company to 
help you.  An agent can help you review your insura nce needs and 
give you information about the available policies.  If one kind 
of policy doesn't seem to fit your needs, ask about  others. 
 
This guide provides only basic information.  You ca n get more 
facts from a life insurance agent or company or fro m your public 
library. 
 
 

What About the Policy You Have Now? 
 
If you are thinking about dropping a life insurance  policy, here 
are some things you should consider: 
 
· If you decide to replace your policy, don't cance l your old 

policy until you have received the new one.  You th en have 
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a minimum period to review your new policy and deci de if it 
is what you wanted. 

 
· It may be costly to replace a policy.  Much of wh at you 

paid in the early years of the policy you have now,  paid 
for the company's cost of selling and issuing the p olicy.  
You may pay this type of cost again if you buy a ne w 
policy. 

 
· Ask your tax advisor if dropping your policy coul d affect 

your income taxes. 
 
· If you are older or your health has changed, prem iums for 

the new policy will often be higher.  You will not be able 
to buy a new policy if you are not insurable. 

· You may have valuable rights and benefits in the policy you 
now have that are not in the new one. 

 
· If the policy you have now no longer meets your n eeds, you 

may not have to replace it.  You might be able to c hange 
your policy or add to it to get the coverage or ben efits 
you now want. 

 
· At least in the beginning, a policy may pay no be nefits for 

some causes of death covered in the policy you have  now. 
 
In all cases, if you are thinking of buying a new p olicy, check 
with the agent or company that issued you the one y ou have now.  
When you bought your old policy, you may have seen an 
illustration of the benefits of your policy.  Befor e replacing 
your policy, ask your agent or company for an updat ed 
illustration.  Check to see how the policy has perf ormed and 
what you might expect in the future, based on the a mounts the 
company is paying now. 
 
 

How Much Do You Need? 
 
Here are some questions to ask yourself: 
 
· How much of the family income do I provide?  If I  were to 

die early, how would my survivors, especially my ch ildren, 
get by?  Does anyone else depend on me financially,  such as 
a parent, grandparent, brother or sister? 

 
· Do I have children for whom I'd like to set aside  money to 

finish their education in the event of my death? 
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· How will my family pay final expenses and repay d ebts after 

my death? 
 
· Do I have family members or organizations to whom  I would 

like to leave money? 
 
· Will there be estate taxes to pay after my death?  
 
· How will inflation affect future needs? 
 
As you figure out what you have to meet these needs , count the 
life insurance you have now, including any group in surance where 
you work or veteran's insurance.  Don't forget Soci al Security 
and pension plan survivor's benefits.  Add other as sets you 
have: savings, investments, real estate and persona l property.  
Which assets would your family sell or cash in to p ay expenses 
after your death? 
 
 

What Is the Right Kind of Life Insurance? 
 
All policies are not the same.  Some give coverage for your 
lifetime and others cover you for a specific number  of years. 
Some build up cash values and others do not.  Some policies 
combine different kinds of insurance, and others le t you change 
from one kind of insurance to another.  Some polici es may offer 
other benefits while you are still living. Your cho ice should be 
based on your needs and what you can afford. 
 
There are two basic types of life insurance:  term insurance  and 
cash value insurance .  Term insurance generally has lower 
premiums in the early years, but does not build up cash values 
that you can use in the future.  You may combine ca sh value life 
insurance with term insurance for the period of you r greatest 
need for life insurance to replace income. 
 
Term Insurance  covers you for a term of one or more years.  It 
pays a death benefit only if you die in that term.  Term 
insurance generally offers the largest insurance pr otection for 
your premium dollar.  It generally does not build u p cash value. 
 
You can renew most term insurance policies for one or more terms 
even if your health has changed.  Each time you ren ew the policy 
for a new term, premiums may be higher.  Ask what t he premiums 
will be if you continue to renew the policy.  Also ask if you 
will lose the right to renew the policy at some age .  For a 
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higher premium, some companies will give you the ri ght to keep 
the policy in force for a guaranteed period at the same price 
each year.  At the end of that time you may need to  pass a 
physical examination to continue coverage, and prem iums may 
increase. 
 
You may be able to trade many term insurance polici es for a cash 
value policy during a conversion period-even if you  are not in 
good health.  Premiums for the new policy will be h igher than 
you have been paying for the term insurance. 
 
Cash Value Life Insurance  is a type of insurance where the 
premiums charged are higher at the beginning than t hey would be 
for the same amount of term insurance.  The part of  the premium 
that is not used for the cost of insurance is inves ted by the 
company and builds up a cash value that may be used  in a variety 
of ways.  You may borrow against a policy's cash va lue by taking 
a policy loan.  If you don't pay back the loan and the interest 
on it, the amount you owe will be subtracted from t he benefits 
when you die, or from the cash value if you stop pa ying premiums 
and take out the remaining cash value.  You can als o use your 
cash value to keep insurance protection for a limit ed time or to 
buy a reduced amount without having to pay more pre miums.  You 
also can use the cash value to increase your income  in 
retirement or to help pay for needs such as a child 's tuition 
without canceling the policy.  However, to build up  this cash 
value, you must pay higher premiums in the earlier years of the 
policy.  Cash value life insurance may be one of se veral types; 
whole life, universal life and variable life are al l types of 
cash value insurance. 
 
Whole Life Insurance  covers you for as long as you live if your 
premiums are paid.  You generally pay the same amou nt in 
premiums for as long as you live.  When you first t ake out the 
policy, premiums can be several times higher than y ou would pay 
initially for the same amount of term insurance.  B ut they are 
smaller than the premiums you would eventually pay if you were 
to keep renewing a term policy until your later yea rs. 
 
Some whole life policies let you pay premiums for a  shorter 
period such as 20 years, or until age 65.  Premiums  for these 
policies are higher since the premium payments are made during a 
shorter period. 
 
Universal Life Insurance  is a kind of flexible policy that lets 
you vary your premium payments.  You can also adjus t the face 
amount of your coverage.  Increases may require pro of that you 
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qualify for the new death benefit.  The premiums yo u pay (less 
expense charges) go into a policy account that earn s interest.  
Charges are deducted from the account.  If your yea rly premium 
payment plus the interest your account earns is les s than the 
charges, your account value will become lower.  If it keeps 
dropping, eventually your coverage will end. To pre vent that, 
you may need to start making premium payments, or i ncrease your 
premium payments, or lower your death benefits.  Ev en if there 
is enough in your account to pay the premiums, cont inuing to pay 
premiums yourself means that you build up more cash  value. 
 
Variable Life Insurance  is a kind of insurance where the death 
benefits and cash values depend on the investment p erformance of 
one or more separate accounts, which may be investe d in mutual 
funds or other investments allowed under the policy .  Be sure to 
get the prospectus from the company when buying thi s kind of 
policy and STUDY IT CAREFULLY.  You will have highe r death 
benefits and cash value if the underlying investmen ts do well.  
Your benefits and cash value will be lower or may d isappear if 
the investments you chose didn't do as well as you expected.  
You may pay an extra premium for a guaranteed death  benefit. 
 
 

Life Insurance Illustrations 
 
You may be thinking of buying a policy where cash v alues, death 
benefits, dividends or premiums may vary based on e vents or 
situations the company does not guarantee (such as interest 
rates).  If so, you may get an illustration from th e agent or 
company that helps explain how the policy works.  T he 
illustration will show how the benefits that are no t guaranteed 
will change as interest rates and other factors cha nge.  The 
illustration will show you what the company guarant ees.  It will 
also show you what could happen in the future. Reme mber that 
nobody knows what will happen in the future.  You s hould be 
ready to adjust your financial plans if the cash va lue doesn't 
increase as quickly as shown in the illustration.  You will be 
asked to sign a statement that says you understand that some of 
the numbers in the illustration are not guaranteed.  
 
 

Finding a Good Value in Life Insurance 
 
After you have decided which kind of life insurance  is best for 
you, compare similar policies from different compan ies to find 
which one is likely to give you the best value for your money.  
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A simple comparison of the premiums is not enough.  There are 
other things to consider.  For example: 
 
· Do premiums or benefits vary from year to year? 
 
· How much do the benefits build up in the policy? 
 
· What part of the premiums or benefits is not guar anteed? 
 
· What is the effect of interest on money paid and received 

at different times on the policy? 
 
Remember that no one company offers the lowest cost  at all  ages 
for all  kinds and amounts of insurance.  You should also 
consider other factors: 
 
· How quickly does the cash value grow?  Some polic ies have 

low cash values in the early years that build quick ly later 
on.  Other policies have a more level cash value bu ild-up.  
A year-by-year display of values and benefits can b e very 
helpful.  (The agent or company will give you a pol icy 
summary or an illustration that will show benefits and 
premiums for selected years.) 

 
· Are there special policy features that particular ly suit 

your needs? 
 
· How are nonguaranteed values calculated?  For exa mple, 

interest rates are important in determining policy returns.  
In some companies increases reflect the average int erest 
earnings on all of that company's policies regardle ss of 
when issued.  In others, the return for policies is sued in 
a recent year, or a group of years, reflects the in terest 
earnings on that group of policies; in this case, a mounts 
paid are likely to change more rapidly when interes t rates 
change. 

 


