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TO: All Admitted Insurers Authorized to Transact 
· Life Insurance and Other Interested Persons 

I 

SUBJECT: Requiremf;nts for Issuance of V aµable Life 
Insurance in California 

This bulletin amends Bulletin 87-3 to authorize and regulate group variable life insurance· 
policies in addition to the previously authorized: individual variable life insurance policies. 
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I . . __2)~~---A~t-~o~ty:. ~fomia InsuµU1ce Code Secti<:m i0506.3(b) (Stats. 1~"~.§,-~hap.t_e~ 1~28,.A.B. 
r/::;..,1\Y·_:;;;9-lifii::~'.] ;.~:~,t:~{t;~~y;~:!~l!aIY.)·i::}~-~Zt.~.t~!~...,tl1~tltl~PXM,.~:·::Gpro;m~~~ipn,¢f9f:\~~f.9.i.:ni~'_;.~q· -i~su~.'..a.:: ··: ·. ';., ..·..... 
1· · · ·•·· .,..... ,.·... ' "·'· • '··"BuUetih/oir or·before·Juli 1, 1987,'setting'fortlf '''conditi.ons\irider ·which-variable life m·sumfoe : ,. · · 
·... ···.., .. ··'··' ., · :-•~; ·' irtay·he· f~;ueir; ·ot·issued 'lor"a~frvery;-rtliB.s state 'iud,ermiit&i ·6y..chapter '7~1':o'f-'tthe ·statutes 

. of 1984. "2 Section 10506.3(b) was amended in 1992 (Stats. 1992, Chapter 973, SB 1492), 
. effective September 26, 1992, to authorize the Qommissioner to amend the Bulletin on or before 

July 1, 1993 to "include reasonable provisions 1relating to requirements for group variable life 
insurance," whfoh ~at legislation explicitly authorized through amendments to Insurance Code 
Section 10506 subpart (a) and the addition of new subpart (j). · · 

By authority of Insurance Code Section 10506.3, Bulletin g7:..3 has been issued to set· forth 
standards· applicable to .variable· life insurance,: including. but not limited to flexible premium. 
variable life insurance policies·, and to enable insurers to issue such policies in California. It is ·· 
hereby amended to include provisions relati~g to group vari·able life insur~ce: . . 

E?Ccept as amended to include g~oup variable iife insurance and to ·otherwise reflect·statutory· 
changes, the requirements in this Bulletin remain unchanged from the prior version dated 
January 31, 198?, 

2. Purpose. The purpose of Bulletin 87-3 as hereby amended is to modify the existing;·variable 
life insurance regulations so as to per~it the issµance in California of flexible premium variab_le 
life insurance, to authorize group variable life insurance explicitly, and to allow insurers a 
somewhat greater flexibility in investment policy for variable life insurance separate:· accounts, 
pending promulgation by the Insurance Department of formal amendments to various,provisions 
of those reguh1tions. In all likelihood, the text 0-fthe proposed amendments will be very similar 
to the terms of this Bulletin. · - ·- - - ·· -·· -

3. Effective Date. Bulletin g7.:.3·has been in effect since March 27, 1987 and remains in force, 
. except as amended hereinafter. All amendments are effective immediately. Insurers already 
• qualified to issue variable life insurance in this ~tate, as well as insurers which have previously 

filed applications for variable life insurance qµalification that contemplate issuance of group 
variable life insurance policies, should take ·ihe opportunity to review their ·operations or: 
proposed operations in light of this Bulletin. . : . ..,. 

4. Duration. As prescribed by Insurance Code Section 10506.3(b), this Bulletin will remain 
in force until the process ofpromulgating formal regulatory amendments has been completed and 
the amended regulations have become final and effective. In the interim, as also specified by 
Sectio.n 10506.3(b), this Bulletin possesses the same force and effect as duly-promulgated 
regulations, and will.be so administered and enforced by the Insurance Commissioner.. ; 

2 Chapter 731 ofStats. 1984 amended variable cJntract sepa~te account investment limitations in Insurance 
Code Section 10506(a) whi~h were considered inconsistent with the. types of _investments commonly employed in 
regard to newly-developed policies of variable life insurance termed "flexible premium yariable life ins!,lrance." 
The apparent intent of this amendment was to remove p:erceived statutory impediments to amendment of existing. 
regulations which govern variable life insurance in Artie}~ 11.1 of Title 10, California Code of R~gulations, Section 
2534 et seq. (Ru_ling 189) to authorize flexible premium: variable life insurance policies in California. 

~ii-
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l...::, ;; .:,ts{' ",~;•]ffect l)Il 13x,l_stin~ ]!.sgulatign~, A~. ';'!Ateiril'Ja~ hr. ~~ ~ 9f ~',!'!inn 10606.3, this . 
,.: ;, ,. ·:::: :, .:·: -.:: ·· >: ,::. Bµlletirr super*'1es t]je ·:~xistillg~ ·tegulatioh.s· Iot-1so'!'long'' ·af:tn~i:Btill~tin' ~eriiarns ··.in <effect:·. :•. IL· :.. •;•>:- .. ; . 
L-.~ · . ,:: ·· · •: "·"".... ,,,,.........,.,. constitutes a complete-set:of. gtiid~lih~s ..for.atl .form~/:or.vadahki)fre,fos~~ce;· ··supplementing_.· .: ... .. ··. · 

the basic· statutes pertaining to this business. Please note,· however, that the Bulletin does not · 
repeat statutory provisions. Therefore, Insu~ce Code Section 10506 ~t seq. should also be 
reviewed. 

6. Comparison to NAIC ModelRecuiation. In=many res~ts~ particularly regarding individual 
policy fonn requirements, this Bulletin follo~s .the ·substiince- of the Model Variable L1fe 
Insurance Regulation promulgated by the Natidnal Association of Insurance Commissioners · 

. (NAIC) in 1982. The Bulletin does not, however, follow the model NAIC regulation in all 
respects. In additiQn to expressly authorizing· ~d regulating group variable life insurance, th~ 
Bull~tin differs significantly from that model r~gulation in many other areas; such as materials 
to be filed when applying for variable life insuriance qualification, computation of cash values 
for flexible premiuJ.?1 policies, standards for inyestment of domestic insurers' separate account 
assets, and mandatory disclosures to applicants ,and policyholders. 

. Consequently, insurers which "ti~lieve that their ·proposed variable life insuran~ , policies or 
separate account operations comply with the l'fAIC model regulation should not automatically 
assume that they likewise comply with this Bulletin. They should verify complian~0.with the 
Bulletin's provisions. · 

\ 

7. Inguiries. Specific questions :regarding this ;Bulletin should be r~ferred to the Legal Division, 
Coiporate Affairs Bureau, California Insurance Department, 45 Fremont Street, San Francisco, 
California ~4105 .. ·Telephone: (415) 904-5665. 

REQUIREMENTS FOR VARIABLE.LIFE INSURANCE 
. POLICIES AND SEPARATE ACCOUNTS 

. l. Definitions. As used in ·this Bulletin: 

(a) "Affiliate" of an insurer m~~ any person, directly or indirectly, controlling, 
. controlled by, or under common control with such insurer; any person who regularly furnishes 
investment advice to· such insurer with respect to its separate accounts for which a specific fee . 
or commission is charged; c;>r any director, officer~ partner, or employee ofany such insurer, • 
'controlling or controlled person, or person providing investment advice or any member of the · 

· immediate family of such person. · 

(b) "Agent" means any person, corporation, partnership, or other legal entity which 
is licensed by this State as a life insurance ag¢D;t,. 
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. " •' .. - ....: . :·; . .. • : { , ..... ·-r•N.-,(·· .. ·n·••.• '•··t""' ·.. ,.:,,•:·.,,, ...,.,i-\'.i»·~·-:•,r:...,:;.1';c:•.,A .. ·a1··;· · u·•" ,.,_, ...th·.·. :,.,.___ .... •: ..:·,.:.1·=··· ,· ...... •'•, ... ' ·,•:.,, ·t.·=,. •: :·:>". \·;•:_ ?::· ,,·;:::i:•·\c1:-:,-~_,,1:~hPJ:} can .. ,·-m~~:),P._:!e~ar.·.:ett~:}n~JY~~u . .'J>.<? c~es_,.-. e-_pe~son.-app ~g,fot· -a11- ;,,.-.•::--.• :'" .·· .:· 
. ·. · · · · ·. . · :individualJJ~li~y~ lli re"afd lo ·· -rmc:··•··... ucief .. it means the" rson ·a · 1 in.. "fo:n1.. tou.. ,master · ··.. · ·· ·'. .. . ........... ·,• ... ... . .. ~-.. •., :·· _g:·•, .P PQ.,,_,.., .,.... ,' .. ' ·' ...... ~. •. ~P. y_ g ...... _g .· P. . ' - ., ;,, ,.. 

policy and the person applying fot or consenililg to ~verage under a group master policy. . . ' . ' : 

(d). "Assumed investment rate" means the rate of investment return which would be 
required to be credited to a variable .life ~surance· policy, after deduction of charges for. taxes, 
investment expenses; and mortality and expense:·guarantees to maintain the variable death benefit · 
equal at all times to the amount of death benefit~ other than incidental insurance benefi~, which . 
would _be payable under the plan of insurance if the death benefit did not vary according to the 

. investment experience of the separate account. : · · 

(e) . "Benefit base" mearis the amount ;to which the net investme~t return- is ~pplied... 

(f) "Commissioner" means the Insurance Commissioner of this State. 

(g) "Control". (including the terms "controlling," "controlled by" and "under common 
control with") means the possession, direct ot indire(:t, of the power to direct or cause the 
direction of the management and 1>91icies of a ~rson, whether through the ownership, of voting 

·securities, by contract other that a commercial contract for goods or non-manag~t.nent.. services, 
or otherwise, unless the power is the result. of ~ official position with or corporate office held · -•· 

i' 
' .by the perso~. Control shall be presumed to exist if any person, directly or indirectly, owns, · 
' 

controls, holds with the power to vot~, or holds pi:oxies representing more than.(10) percent of 
the voting securities of any other person1 · This presumption may be rebutted by a showing made 
to.the satisfaction of the Commissioner that.control does.notexistin.fact. The Commissioner 
may determine, after furnishing all persons in anterest notice ~a· ~pportunity to be, heard .and 
making specific findings of fact to support s~ch determination, that control exists in fact~ 

..: notwithstanding the absence of a presumption t?. that_ effect 
...-

I·
i . (h) "Flexible premium policy" means. any variabie. life insurance· policy other than a 

scheduled premium- policy as specified in sub~tion (r) of this See:tion. · 

. (i) -"Genera( account" means.-all assets of the insurer other than assets in separate . 
~ccounts established pursu.ant to Section 10506 jof the Insurance Code of this.State, ·or pursuant 
to the corresponding section· of the insurance la!',vs ·of the state of_domicile of _a foreign insurer, 
whether or not for variable life insurance. ; 

. G) "Inciden~ insurance benefit" ·q1eans ·all ins~rance benefits in a variable life 
il}surance policy, other than the variable death b~nefit and.the minimum death benefit, including 
but not limited to accidental death and dismem9erment benefits, disability benefits, guaranteed 
insurability optjons, family income, or term riders. 

(k) "May"· is permissive. 

' I • 
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(1) "Minimum death b~nefit:.'. means. the :amount of the guaranteed death benefit,· other 
.' : . ~-. ;. .: l ;_- .. ::. ,.;; tj'iaif'incideritaI-insutan~· .~enefits, .pjy~ble under;a variable· life in~u~ce policy regardless. of •'•, ,.. 

,.. ; . ·... ·.·::.the -investmenf.perfonnaifoe of--th~ ~~paraie: accotinti : .. .- ;.... ':-: :·><.· .::'--::..:- · . : : .. · . . :'· ·. :- .'\ ·· 
• ' • • • ., • ,*...1 :• • .!, •,. •• • ',!: ',"''••"'./:•··!-•:~.• ;~•·'"'::1_:•,:,1, 1:.i:~;;,:,•••·•: ,. I~•. ·r•.~•-• .'•1 •" • . :, ~-••·I,:,,. ,,;'.,.'.,,~••~•.i,.,·.•• t ",·,, •'" • 

:·• .• ·._,.,,,•,;••·· .!l:.'1'~.?...• ·.:._:, •:'," 
' ,. 

(m) "Net investment return" means the rate of investment return in·a separate account 
to be applied to the benefit base. . ; · · · . 

(n) "Person" means an indivi~ual, corporation, partnership, association, trust, or fund. 

i . i . ' 
I· (o) "Policy" means an individual policy; a·group master policy and a certificate issued 
I 
i under. a group master policy. · · · · 
I 

(p) "Policyhold~i." m~s the owner ~i·holder of an individual. policy, the holder of -: 
a group master policy and the holder of a certificate issued thereunder. 

(q) · "Policy processing day" means the day oh which charges authorized in the policy 
are deducted from the policy's cash value. : · . 

. (r) "Scheduled premium policy" means any variable life insurance policy_under which 
both the amount and timing of premium payments ~e fixed by the insurer. · 

• I • ' 

(s) "Separate account" means a separate. accotmt established under Section 10506 · of 
. the Insurance Code of tlµs State for variable life insurance or tinder the corresponding section · 

of the insurance laws of the state of domicile.of a foreign insurer. · 

(t) "Shall" is mandatory. 

(u) "Variable death benefit" means the amount of death benefit, other than incidental 
insurance benefits, payable under a variable life. insurance policy dependent on the investment · · 
performance of the separate account, which the i!}surer would haveto,pay ~ the abs~nce of any 
minimum death benefit. · · 

(v) "Variable life insurance policy" me:ans any individual policy, or group master . 
policy issued only to groups referred to in Chapter 2 (commencing with Section 10200 of Part-
2 of Division 2 of the Insurance Code) and individual certificates issued, thereunder, which· 
provides for life insurance the amount or durati~m of which varies according to the investment · 
experience of any separate account or accounts· .established and maintained.by the insurer for· 
such insurance as provided for in Section 10506 of the Insurance Code of this State or in the . 
co}:Tesponding section· of the insurance laws of the state of domicile of a foreign insurer. · 

' 
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2. ·Qualification of Insurer to Issue Variable Life Insurance. 
: . "_· .i'..: ..._,.,i;. :.:\.·..:.-- ··t?>?·: .. -._:---::' .._. _:_::_:·:_ :: '·-: .: ...;\ :: .. __ : :\.~_~:: ·:·}:/',.':, ·: ·:: ::, _./..·.< /:' .. :', :.:::,:-:::,,;,;/:.:/{i_:·,:,:}it·:.::'·_:Jt:t\·:_ /:(:}.:-:i : 

\.1....... , ··, ., .. '"., ,.-..;'..,the :.followmg require_#ients ar~_ .app1icableJb ,;all. µisur.eis -:either.,,~1,d~g~ :~µt]iprltY,-·_tq -·issu¢,}"'. _.-.,,,,,. ·.. 
: variable life insurance. in this State or having aµthority to issue variable life insurance in this · 

State. . . 

(a) Licensing -and Approval to do. Busin~ss in This State. 

An insurer shall not deliver or issue for delivery in this State any variabie life ins.urance . -.. 
policy unless: · ; · · 

' . . 

(1) The insurer is licensed to do a life ~surance.business in this State; 

(2) The insurer has obtained the written:approval of th,e_Commissioner for the issuance 
of variable life insurance policies in this State; The Commissioner shall grant such written :­
appr~val only after he has found that: 

. , (A) The plan -of operation for the- ~ssuarice of variable life insurance.policies conforms 
to applicable provisions of this Bulletin; · 

(B) The general character, reputation~ and experience· of the management and: those 
persons or firms proposed to supply ~nsulting, investment, administrative, or custodial services 
to-the insurer, are such as to reasonably assure-competent operation of the variable life.insurance 
business of the insurer in this State; and · · 

1-, 
(C) The present and fores·eeable future. 'rmancial condition of the insurer and its method 

of operation in connection with the issuance of $uch policies is not likely to render its operation 
hazardous to the public or its policyholders in·, this State. The Commission~r shall cop.sider, 

· a.µ1ong other things: .. · 
~ 

(i) The history of operation and finahcial condition of the insurer; 

(ii). The qualifications, fitness, chara~ter, responsibility, reputation, 1~d experience. 
of the- officers and ~ir~tors and other manageI;11ent of the insurer and those:. persons o.i' firms· 
proposed to.supply consulting, investment, adrn,inistrative, or custodial services to the insurer;-

(iii) The applicabie law and regulations under which the insurer is authorized in its 
state of domicile to issue variable life insurance, policies. The state of entry of an alien .insurer 
shall be deemed its state of domicile for this purpose; and 

(iv) . If the· insurer is . a subsidiary o~, or is affiliated by cominon management or 
ownership with another company, its relationship to such 9ther company and the degree to which 
the requesting insurer, as well as the other company, meet these standards. · 

-6-
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:::.>·' '., :·.:; :: ':- : ::. ,:-:: ·, ,:'.": ::(,:-../.":wj;: A:m.t>ng., the f~ptor~ tl}e. CO.llJ~Ssioner.. m~y con~ider µl det~rµ'uiµng wJi~ther ·an 
(-···. · .·.. -'·· .-\: •\:::::'. .;'·;msiirerrs~'-riietliod -~ of' 'operati.o~ hi':.&nnectiori :w,iih ·v~abie:: lif¢:)nstinui~"t~p~i :~ce9unts, ·.. · , ..:., ··· · 
; ., •"v·io:••',\(;.(;,;: :·~· I ·assets/mvestmerits and policies would be hazardous to poli;cyholders·are the·.following: .'···.' . . ...
i ' ... 

1. ·The amount and type of assets that:ar~ not readily marketable. Readily marketable 
assets are cash or assets having a readily ascertaipable market value and which can be marketed 
before the close of the next business day. · 

' ' 

2. Investments where ultimate loss could equal or exceed the initial amount investC9. 

3. The extent of borrowing to·acquite investments. 

(b) Filing for Approval t~ do Business in This State. 
. ' '· 

The Commissioner shall ,::equire that an insurer, before it delivers or issues for. delivery 
any variable life. insurance policy· in this S~te, ·file with this Department the . following 
·information for the consideration of the Commi$sioner in making the determination reqµired by. 
subsection (a)(2) of this Section. Insurers may: satisfy the requirements of subsectionsf(b)(l), 
(2), (3) and (4) of this Section by filing current copies of the proposed variable life:fusurance 
policy and all presently-effective prospectuses and statements of additional information as 
described in Section 6 of the Bulletin which pertain to the insurer's variable l1fe:.insurance 
policy, separate account, and·any investment companies or other funds or pools of assets serving 
as investments for the separate account. · · , . - -

(1) Copies of, and a general descrip~on of; all the varia~le life insurance policies it 
intends to issue; ·· 

(2) A general description of the methods of operation ofthe variable nfe insurance 
business of the insurer; including methods of distribution of policies and the names of those 
persons or firms proposed to supply consu~ting, investment, administrative, custodial. or. 
distribution services to the insurer; 

. (3) . With respect to any separate account maintained by an insurer for variable life 
· insurance policy, a statement of the investment policy the insurer intends to follow for. the. 

investment of the assets held in such separate account, and a statement of procedures for ·· 
changing such investl_llent policy. The statement of investment policy shall include a description 
of the investment objectives intended for the separate_ account; 

(4) · A description of any investment advisory services contemplated as required by 
Section 5(i) -of this Bulletin; ; . 

' 
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\:. (5) The statement i;equired by subsection (t)(l) of this Section; 
I • I • 

M:;~..,, .~:-:·:~·:.:: -~:.• ,:,:• :.;',:. • • ,,."' •• . .-.: .,;; • ·• j ' • ',-.' :, • '•: • .. .- . ·•. :-..~·, ~, ••• , ... :·: ·: .• :·· ·.•. ~~: ;:.. _:, s;·;. "· ;.:t~;....... ..:··~- ;.;J~;::i~ ·.... ~',1 .:_·_ ....: '.',_ -·~:~.<-·...·~ ., .: . . -~~- ·:~:·::. -~--~--·' ,. >:<~...,.:{·,,. "I ~- .;.i: I • _:, :.;,; ': •• 

r.... ••· ·: •· .... • ·-- .... _. • :(6).:·:·:. A ~tateme~t ~f ,!h~_.ips~~efs:_actµary'·· ·_· .. _'~e~~r.ibirig_- ~~_mortalitf~q ;expense: risks_· 
1which the insurer will bear urider the policy; :· . . ... . - ' 

.. · .: 

. . 

(7) The statements required by sub~tions (b)(3) and·(b)(6) of Section 3; 
-~~ ) . 
:-::;, (8) If requested by the Commissioner, a copy of the statutes and regulations· of the 
:ii state of domicile of the insurer under which it is authorized to issue variable life insurance 
..: policies; · · · · 
',; i 

(9) If requested by. the Commissioner~ biographical data with respect to officers and 
directors of the insurer' or any other ·persons With au~ority in. the management of the separate 
account or its assets and investments, on the National Association of Insurance Commissioners 
Unifonp. Biographical Data Form; · ; . ; , : . . .-

I . 

(10) If requested by the Commissioner, a five-year actuarial projection, in such form 
and detail as the Commissioner- may prescrib'1, based· on reasonable and realistic assumptions 
described in the projection, which demonstrat¢.s that the insurer's current level of capital and 
surplus will .be sufficient to maintain, ,at all times, an _µnimpaired combined capital and surplus 
of at least $10,000,000; and · · · 

· (11) If requested by the Commissioner, such additional information and documentation 
concerning the insurer and.its variable life ope~tions,· separate accounts, assets and investments 
as the Commission~r shall deem necessary. : · 

(c) Standards of Suitability. 

' 
Every·-insurer seekipg approval to enter into the variable life insurance business in this. 

_ State ·shall establish and maintain a written statement specifying the.-,Standards of Suitability to
1

be used by the insurer. Such Standards of Suitapility shall specify that no recommendations shall 
be made to an applicant to purchase avariab~e life ins~rance policy and that no variable life 
insurance policy shall be issued in th~ absence qf reasonable grounds to believe ·that the purchase 
of such policy is not unsuitable for such applicant on the basis of information· furnished after 
reasonable inquiry of such applicant concerp.ing the .applicant's insurance and investment 
objectives; financial situation and needs, and any other information known to the insurer or to 
the agent making the recommendation. 

(d) Use of Sales Materials. 
' . ' 

An insurer authorized to transact variable life insurance business in this State shall not 
use any sales material, advertising material, or descriptive literature c;>r other materials of any 
kind in connection with its variable life insurance business · in this State which is· false, 
misleading, deceptive, or inaccurate. Variable life insurance sales material," advertising material, 

i 
i 
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: · · · .. and descriptive literature shall be subject to the additional requirements contained in the 

.,fi,;i;i\:;\:.:~ :_{::•' ·:?<···icaI!:o.inia.C.~e of Regula~ons:, ·,~~H~\}Ri!:·S~~~~f}:~;:.~~~~-~P:~t1,,1.\N,P.eJ.~Jt,;.Z,, ~~r~ as ,·s~~~ ...· ~ . . 
. .. . . requrrements are reasonably applicable; . · ' · · · ·· ...... ... .. · .. .....:. · .:·:.. :.:....... :.- :. · ' ..·... 

. .· · . ... '. "::·~ '· ........_. I·".• .. · · · .·;-.;·.1_-,.· · :·· .. 

..:·-; ,· 
...... 

( e) Requirements. Applicable to Contractual Services. 

Any contract with suppliers of consulting, investment, administrative, sales, marketing, 
.custodial, or other services which are material with respect to. variable life. insurance operations 

··shall be in writing and provide that the supplier Qf such services shall furnish the Commissioner 
with any information or reports i1_1 connection with suph services whic~ the Commissioner. may 
request in order to ascertain whether the var,iab,le life insurance operations of the insurer are · 
being conducted in a manner c6nsi~tent with ~s Bulletin and any other applicable law O! . 
regulations. · · 

(f) Reports to the Commissioner. 

Any insurer authorized to transact the.bush1ess ofvariable life insurance in this State shall . · .. 
submit to the Commissioner, ·in addition to any.other materials which may be required by this.· 
Bulletin or m,Y. other ~pplicable laws or regula~ons: · 

(1) An Annual Stat~ment of the business of its separate account or accounts in such 
form as may be prescribed by the National Ass~iation of Insurance Commissioners;: . 

(2) · Prior to the use in this State any !nformation furnished to appligu1ts as.: provided 
for in Section 6; 

(3) Prior.to the use in this State the form of any· of the Reports to Policyholders as 
provided fc:,r in· Section 8; _and · 

. ~ 

.. 
(4) Such additional information and documentation cqncerning its variable life 

insurance operations or its separate accounts as; the Commissioner shall deem necessary~· 

. 

Any material submitted to the Commiss~oner unQer this Section shall. be. disapproved if 
it is found to be false, ·misleading,· deceptive,: or inaccurate in any material respect and, if 
previously distributed, the Commissioner shall ;require the distribution of amend~ material. · . 

. 

(g) · Authority of Commissioner to o,sapprove. 

Any material specified .in this Bulletin shall be· subject to disapproval by the 
Commissioner if, at any time, it is found by him not to comply with the standards established 
in this Bulletin. · 
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The Commissioner shall not approve any variable life in~urance fo~ filed pursuant to this 
. Bulletin, whether an individual policy, group master policy or certificate, unless it conforms to 
the requirements of this Section. · · 

(a) Filing of Variable Life Insurance P<?licies. All variable life insurance po)icies, 
and all riders, endorsements, applications and 'other documents which are to be attached to or· 

-· be made a part of the policy, and which ·relate ~ the variable nature of the policy, shall be filed 
with the Commissioner and approved by him prior- to delivery or issuance Jor delivery in this 
State. . : : . . · · . · _. 

(1) The procedures and requirements for such filing and approval shall be, to :the. 
extent appropriate and not-inconsistent with thi~ Bulletin, the same- as those otherwise applicable 
to other life insurance policies. : 

' 

· . (2) The Commissioner may approve :Variable life insurance policies and related forms 
with provisions the Commissioner deems to be not less favorable to the policyholder. and the 
beneficiary than those required by this Bulletin. . . . · . . · 

: • • I • 

(b). Mandatory Policy Benefit and Design Requirements. Variable life. insurance· 
policies delivered or issued for delivery in this ;state shall comply with the followfug::minimum 
requirements: · 

· · (1).. Mortality and expense risks shall be borne _by ·the insurer. The mortality and 
expense charges shall be subject to the 11,1axim~ms stated in the contract. .. 

(2) For scheduled premium policies, :a minimum death benefit shall be provided in an 
- amount at least equal to the initial face amount pf the policy so long: as premiums: are duly paid 

(subjecfto the provisions of S~tion 3[c][2] o(this Bulletin). · 

. (3) The policy shall reflect . the in~estment experience of one or more separate 
accounts established and maintained by the insurer. The insurer must. _demonstrate that the 
reflection Qf investment experience in the variable life 'insurance policy is actuarially so~nd. 

(4) Each variable life insurance polipy shall be credited with the full· amount of the 
net investment return applied to the benefit bas,e. · ·. \ . · · 

I • 

(5) Any ·changes in variable death benefits of each variable life insurance policy shall 
be determined at least annually. · 

(6) The cash value of each variab~e life insurance policy shall be determinable at l~t 
monthly. The method of computation of cash values and other non-for(eiture benefits, as 

-1:0-
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· d~scribed. either in -~~ policy. or in a statement ;maintained on file by the insurer and provi9ed ... 
r,~:: :·.·.;; :.: .,;;;. :.,:~;i \':>- ,:,.on:. ·requesf-td_:!;.policyh~lders,•,::-ap1Wcarits: :and,:: th~ <.:!ommissioner,;,;-.,.shalLi~:~ :ip.-,,~rdaney.·i;WtW° ·: ·:,'.:: ;; ,: '.: ,:;•: 

,. , .. ~... --.;.. ac~ proc¢~r~s. thatrecog~ ~¢ vµiable;nature o_f ~~-P.9.ij.GY~ .... ,...... ·,·:·, _.., ..i'.•.:,, ...... , : ....._..'.,.,.- ....... ·., ...:.'., 

(A) For scheduled premium variable life insurance policies, the method of computation 
must be such that, if the net investment return credited to the policy at _all ti.mes from the date 

. of issue should be equal to the assumed investment rate with premiums and benefits determined 
accordingly under the terms of the policy, then the resulting cash values must at least equal the · 
rninim~m.values ~uired by Section 10160 ~ough 10167 (excluding Section 10165) of the 
California Insurance Code (Standard Non-forfeiture Law) for a general account policy with suph 
premiums and benefits. 

(B) For flexible premium variable life policies the _method of ~m~u~tion must be 
such that the cash values are calculated consisterit with the provisions of.Sections 10163 through 
10164.1 of the California Insurance Code. Th~ Commissioner may prescribe such method~ or. 
standards co~cerning calculation of cash values as are deemed necessary in order for such 
calculations to comply with the requirements of this subsection.. 

(C) . The assumed investment rate shall not exceed the maximum interest rate: permitted . 
under Sections 10163.1 and 10163.2 of the California Insurance Code. If the polic~fjdoes not 
contain an assumed investment. rate, the computation of cash value shall be basechi:on the 
maximum interest rate permitted under these sections of the California Insurance. Code. 

- (D) The method of computation may: disregard incidental minimum guarantees as to 
the dollar amounts payable. Incidental minimum guarantees include,· for example, but are not 

/ to be limited to, a guarantee that the amount payable at death or maturity shall be at.least equal 
to the amount that otherwise would have been ~ayable· if the net investment 'return credited to 
the plan at all times from the date of issue had been equal to the ~sumed investment rate for 
~heduled premium variable life insurance plan~. 

' 

(7) · The computation of values required for each variable life insuran·ce policy may 
be based upon such reasonable and necessary approximations as are acceptable to the· 
Commissioner. · 

(c) Mandatory Policy Pro~isions. Every variable lif~ insurance policy filed for 
· approval in this State shall contain at least the following: 

(1) The cover page or pages corresponding to the cover page of each such policy shall 
contain: 

. ' 

(A) A prominent statement, in either contrasting color or in boldface type, that the 
amount or duration of death benefit may be variable or fixed under spec~fied conditions; 

.:11-
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! . · ...~; .... · _. . :.. (B) A prominent statement, in either :contrasting color ot.,in boldface~' th~t cash 
·..'. i; ::· :. '·:::•t;i ::<{?i -~:(~'. ;:y.al:u~,-rnay: inc.r~ ·or ~ecrea's~.' ~·. accpiiq~~·· ·':"1.th ·:th;.,~peri¢n.~-- ;~f. ipe:'.,sep.ara~ accou~t. 
;.. ······.··•-. "'' .... stibjest ~:~Y- specifie<,l,_.~*~ .g.~t:e¢S;,,. :~··::·,;-..,.-~n',:,•"·"";•:•:•·C,.;·:• .i.~,..;,. :.. :·..,:· ..:... ·,;\,'•i·:.:·,....,,·,.:. ....... . ... . 

(C) A statement describing any minimum death benefit required pursuant to subsection 
·., (b)(2) of this Section; 

(D) The method, or a reference to~~ policy provi.sion which describes the method, 
.,· .. for determining the amount of insurance payable at death; · 

(E) To the extent permitted by state law, a·captiqned P!OVision that the policyholder· 
may return the·variable life insurance policy within 10 days of receipt of the policy and receive.·· 
a refund equ~ to the sum of (A) the difference o.etween the premiums paid (including any policy · 
fees or other charges and the amounts aliocat~: to any separate accounts under the policy) and . 
. (B) ·the value of the amounts allocated to any separate accounts under the policy, on the cate the. . 
returned policy is received by the insurer or its· agent. Until such· time as state law authorizes 
the return of payments as calculated in the preceding sentence, the amount of the refund shall 
be the total of all premium payments for sucli policy; and 

' 
(F) ·Such other items as are currently :required for. fixed benefit life insuranee;,pplicies 

· and which are not inconsistent with this Bulletiµ.. 

(2)(A) For sch~uled premium policies, a provision for a grace period of not less than 
thirty-orie (31) days from the premium due dat~ whicl:t ·shall provide that wnen the premium is 
paid within the grace period, . policy -values will be the same, except for_ the deduction of any 
overdue premiums, as if the premium were pai~ on or before the due date. 

. . 

(B) For flexible premium policies, a' provision for a grace period beginning on the 
policy processing day when the total charges authorized by the policy that are necessary to keep 

·.. the policy in force until the next policy processing day e~ceed the ~mounts av~lable under the 
policy to pay such charges in accordance with t,he terms of the policy. Such grace period shall · 
end on a date not less than sixty-one (61) days after the µiailing date of.-,the: Report to· 
Policyholders required by subsection. (c) of Seci,tion 8 of this Bulletin'. . ·. . . , 

. The death benefit payable during the grace period will ..equal the death benefit in .effect 
i immediately prior to such period less any overdue charges.. If the policy processing days occur.I 

rnonthiy, the insurer may require the payment of not more than 3 time,s the charges which werei 
due on the policy processing· day on which. :~e amounts available under the policy wer~. 

i insufficient to pay all cliarges authori~ by th~ policy that are necessary to keep such policy in 
force un~ the next polilby p~ocess~g day. · · 

I 
I (3) For scheduled premium policies, •a provisi.on that the policy will be reinstated at 
! any time within two yeks from the date ~f default upon the written application of the insured.i and evidence of insural:j"° i~, including .good health, satisfactory to the insurer, .unless the cashI 

! . 
_fa.:. 
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(A). All overdue premiums with' in~rest at a· rate1 not exceeding the policy's loan 
interest rate in effect for the period during _and after the lapse of the poljcy and'any indeb~ness 
in effect at the end of the grace period following the date of default with in~rest at a rate not 
exceeding the policy's loan interest rate in effect for the period during and after the lapse of.the 
policy; or · · . : · • -

(B) 110% of the increase in cash value resulting from reinstatement plus all overau~ 
premiums for incidental insurance benefits with interest at a rate not exceeding the policy's. loan 
interest rate in effect for the period during and after the lapse of ~e policy. · 

(4) A full description of the benefit base and of the method of calculation and 
application of any factors used to adjust varia~le benefits under the policy. 

(5) A provision designating the separate account to be use4 and stated that:. 

(A) The assets of such separate account sh!tl]. be available to cover the liabilities ofithe 
general account of the insurer only to the ~xtept that the assets of the separate account ex~ 
the liabilities of the separate·account arising under the variable life insurance policies supported 
by the separate account. 

j 

(B) The assets of such separate account shall .be valued at least as often as .any _policy . 
benefits vary but at least monthly. 

;, 

; .I 

(6) A provision. specifying what documents constitute the entire insurance contract' 
~ under state law;

' ' 

(7) A designation of the officers who .are empowered to make an agreement or· 
representation on behalf of the insurer and an. indication that statements by the insured, or on 
his behalf, shall be considered as representati~ns and ~ot warranties; ' · 

(8) . An identification of the owner of the insurance policy; 

(9) A provision setting forth conditions· or requirements as to the des1gnation, or 
change of designation, of a bene:ijciary and ~ provision for disbursement of benefits in the 
absence of a beneficiary designation; 

(10) A statement ~f any conditions or r~uirements concerning the assignment of the 
policy; 

-13-



r) 
. (11) A description ~f any adjustments in policy values to be made in the event of 

mis~tatement of age or sex 0£ the insured; .... 

L 
:•· 

.;.. ,·.. · · •· ,..:;.. ·... ·..·.. :.·: .. (12) ,.·,-A:provi.~i~~~:~~~~-~l ~~;/~t~,i~::·k~~te;~b~~ -~/;~·~:~ure~·.:~~-·~~:~~~\~:::.. -~-~- '::..::: :._· 

in. force for two years during the lifetime of thb insured; provided, however, that any increase . 
in the amo~nt of the policy's death benefits subsequent to the policy's issue date, which increase 
occurred upon a new application or request ofthe owner and was subject to satisfactory· proof 
of the insured' s insurability, shall be incontestable after any such increase. has been in· force, I 
during the lifetime of the.insured, for two y~s from the date of issue_ of such increase; · · . 

. '-I -- (13) A provision stating that the investment policy of the separate.account shall not be 
changed without the approval of the Insuranc¢ Commissioner of the state· of domicile of the 
insurer, and that the approval process is on file with the Commissioner of·this,~tate; . · 

(14) A provision that payment of variable death benefits in excess of any minimum. 
death benefits, cash values, policy loans, partial withdrawals (except when used to ·pay· 
premiums) or partial surrenders, may be deferred; · 

(A) For up to six months from the date of request, if .such payments are based on 
policy values which do not depend on the investment performance of the separate account; or , 

(B) Otherwise, for any period during which the New York Stock Exchang_e·'is closed 
for trading ( except for normal holiday closing) or when the Securities and Exchange Commission 
has determined that a state of emergency exist~ which may make such payment impractical;. 

(15) If settlement options are provideµ,. a.t least one such option shall be provided on 
a fixed basis only; · · · 

. (16) . A·description of the.basis for computing the cash value and t4e surrender value 
under the policy shall be included; , . . . 

(17) Premiums or charges for incidental insurance benefits shall be stated ·separately;• 
. . : . .· •'\. . ... 

(18) Any other policy provision required by this Bulletin; 

(19) Such other items as are currently required for fixed benefit life insurance policies 
and are not inconsistent with this regulation; · : 

·, 

(20) A provision for non-forfeiture insurance benefits. The insurer may establish a 
reasonable minimum cash value b~low which any non-forfeiture insurance options will not be . 
available. Each paid-up non-forfeiture benefit option shall be such that its present value atleast 

· equals the cash surrender value provided by-the policy on the effective date of the election of 
such benefit option. The present value shall'be based on the non-forfeiture mortality and interest 
basis specified in the policy for determining the account value. . . •. . 

-14-
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. . (d) P9li~y l.p?J1 frp.yis_io1:1, .....Every; variable life insurance policy other than tenn . 
;[< <_· ···: .:_:__·:....~ '. :: ·.:... ·.:: ·.in~µ;ran~ .~µci~:; ~d~:PY!~;-'-~ri9:9f~7-rjt__P.?,U.c~~§·~---~~i!y~;~ .,?f- ·~ss.~~-Jo~..4~~ye11...~ ~~-:~~!~: ... ;;;.. :: ;.::: :' :j,: 

. . . ., ..shall. con~. l)rQv1_s_10Q.~... WAA9hi-~e ~ot Je~_sJ~YQ~b.le .to. th.~_P.9hqy4q\~~r·. ~~- ..~~./'?.~P.~~-i ..., . ........;.;.;..~., 

(1) A provision for policy loans ~r the policy or certificate has been in force for 
one full year, which provides the following: 

. . 
(A) At least 75 % of. the policy cash ·surrender value may be borrowed; 

(B) The amount borrowed shall bear: interest at a rate not to exceed that permitted: by 
state insurance law; · . 

(C) . Any indebtedness shall be deducted from the pr0cee9s payable on death; 

(D) Any indebtedness shall be deducted from the cash surrender value upon surrender 
or in determining any non-forfeiture benefit; . · 

(E) For scheduled premium policies, ·whenever the indebtedness exceeds the cash value ·· 
plus the value of any dividends retained, the insurer shall give notice of any intent to.. cancel the 
policy if the excess indebtedness is not repaid within thirty-one (31) days after tlle.-\date of 

· mailing of such notice. 

For flexible premium policies, whenever the total charges authorized by the· policy that 
are necessary to keep the policy in force until the next following plan processing day ex~ ·the 
amounts available under the policy to pay such :charges, a report must be s~nt to the policyholder 
containing the information specified by Section 8, subsection (c) of this Bulletin. 

(F) The policy may provide that if, 
' 
at any time, so long as premiums are duly paid, 

the variable death benefits is less than it would have been if no loan or withdrawal had ever been 
~ made, the policyholder may increase such variable death benefitup to what it W(?uid have been 

if there had been no loan or withdrawal by: paying an amount not exceeding 110% of the 
.corresponding increase in cash value and by, furnishing such evidence of insurability ·as the 
insurer may request; 

(G) . The policy may specify a reasonable minimum amount wl)ich may be borrowed 
at any time but such minimum shall not apply to any automatic premium loan provision; . . 

. \ . . 
' . . 

(H) No policy ioan provision is required if the policy is under extended insurance· non-
.forfeiture option:; 

(I) The policy loan provisions shall be constructed so that variable life insurance 
policyholders who have not exercised such provisions are not disadvantaged by the exercise 
ther!=<Jf; 
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· ! . . .- , . . ... (J). . . .Amounts paid to· the policyhQlders upon the exercise of any policy.Joan provision 
\\· .. ·. ;: :.:.: :.. :: .'.· :'.:,.shaj}bfwithd~w:i:i... fro~ ~e sepaflite.account.and shall be r.etumed.Jo.tn.e:_~p.ara~. ~~u.nt upon 
II .. : . . '· •/\ .,:~. '.· (; . repayment,.,.except. that a stock ffi§urer inay. pf.ovide the.. ,ainoiints,.··:rpi .wHc.y'.Joans :frQm.. th~ .. 

. general account. · . · : · · · · 
I . . . 

(e) Other Policy Provisions. -The following provisions may in substance be included 
in a variable life insurance policy or related form delivered or issued for delivery in this State: 

·(1) . An exclusion for suicide within two years of the issue date of an individual policy 
or group certificate; provided, however, that to 'the extent of the increased death benefits only, 
the policy ,may provide an e~clusion for suicide within two. years of any. increase in dea~ .. 

. benefits which result from an application ofthe owner subsequent to the policy's issue _date; ..· 

(2) · Incidental insurance benefits may: be ~ffered on a .fixed or variable basis; 
. . 

(3) Policies issued on a participating basis shall offer to pay dividend amounts in cash. 
In addition, such policies may offer the following dividend options: · 

• I 

(A) . The amount of the dividend may :be credited against premium payments·;~. 

(B) The a.mount of the dividend may be applied to provide amounts of additional fixed. 
or variable benefit life insurance; . 

(C) The amo_unt of the dividend may be deposited in the general account at a: specified· 
minimum rate _of interest; 

(D) The amount of the dividend may 'be applied to provide paid-up amounts of fixed 
benefit one-year term insurance; 

. (E) The amount of the dividend may :be de~sit~ as a variable deposit in a separate 
account. 

. (4) A provision allowing the policyholder to elect in writing in the appiication for the· 
policy or thereafter an automatic premium loan on a basis not less favorable. than that required · 
of policy loans under subsection (d) of this Section, except that a restriction that no. more than 

..two consecutive premiums can be paid under this provision may ~ imposed; . · 

(5) A provision allow~ng the policyhpl~er to· make· partial withdrawals; 

(6) Any othet policy provision approved by the Commissioner. 
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4. Reserve Liabilities for Variable. Life Insurance. 
• • I •,, . 

;--~.·:·:.... :,··_.--•'···:'.. ·...... ·.. ,..._... ~-(a}: · Reserve liabilitie~ ·f~r variable lif~·insurance·~li~i~~:.-s~~iib·~·:·~~~blish~ u~der. 
( '· ···•····.. · · ,. ·.,;Section 104:g9·et'seq. of the Califofuia Insurance. Code (Standard Valuation·Law)_in accordance 
! ·· with actuarial procedures that recognize the variable nature of the benefits provided and any 
i mortality guarantees. • · : · · 

' 

(b) For scheduled premium policies, reserve liabilities for the guaranteed. minimum 

I ! 

) .. 

• I 

I 
1 • 

! 
I 
I 

death benefit shall be the reserve needed to provide for the continge~cy of death occurring when 
the guaranteed minimum death benefit exceeds the death benefit that would be paid ·in the 
absence of the guaran~ee, and shall be maintai~ed in the general acco~nt of the insurer and shall . 
be not less than the greater of the following minimum reserves: 

(i) The aggregate total of the term costs, if any, covering. a period of one full year 
from the valuation date, of the guarantee ·on eaqh variable life insurance contract, assuming an . 
immediate one-third depreciation in the curren,t value of the assets of the separate· account ·. 
followed by a net investment return equal to the assumed investment rate; or 

, I.. 
{2) The aggregate total of the "attai;ned age levelII reserves on each variable life 

insulpllce policy. The "attained age level" reserve on each variable life insurance poliey shall 
not be less than zero and shall equal the "residue, 11 as described in .pa.rag:ra,ph (A),.. otrtnerprior 

··year's "attained age level" reserve on the p91icy, with any such "residue," increased or 
decreased by a payment computed on an attained age basis as described in paragraph (B) below. 

. . ' 

(A) - The 11residue1
' ofthe prior year's ''attained age level" reserve on each variable life 

insurance policy shall not be less than zero and shall be determined by adding interest at the 
valuation interest rate to such prior year's rese'.rve, deducting the tabular claims based on the . 
"excess," if any, of the guaranteed minimum d~th .benefit over the death benefit that would be 

_payable in the absence of such guarantee, and dividing the net result.by the ~bular probability 
of survival. The "excess" referred to in the preceding sentence shall be based on the:actual level 
of death benefits that would. have qeen in effect.during the preceding year in the absence of the. 
guarantee, taking appropriate account of the reserve assumptions regarding the distribution· of. 
death claim payments over the year . 

. _ (B) The payment referred toin subsection (b)(2) of this Section shall be comput¢ so 
that ·the present value of a level payment of th~t amount each year over the future premiums· 
paying period of the policy is equal to (A) minus (B) minus (C), where (A) is the present value 
of the future guaranteed minimum death benefits, (B) is the present value of the future death 
benefits that would be payable in the absence df such guarantee, and (C) is any "residue, 11 as 
described ~n paragraph (A), of the prior year's "attained age level" reserve on such variable life 
insurance policy. If the policy is paid-up on a v~able basis, the payment shall equal (A) minus 
(B) minus (C). The amounts of future death, benefits referred to in (B) shall be computed 
assumin~ a net investment return of the separa.:te account which may differ from the ·assui:ped 

' . 
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. µiv~tment.ra,te.and/or the val~.ti~n. interest,b~t._.~,.no .~yentmay ~xcee4 th~ mµimum. in~rest 
. rate perm~tt¢ for the valuation of life insi:iran~· poli~i~~~ : _· . · _ · . . . __ · · · . · · · 

••••••.•..• i,,•·•.• ' .. •, ,.• 

. (3) The valuation inte~est rate ?Ild mortality table.used in computing the:two minimum 
· reserves described in subparts (b)(l) and (b)(2) above shall conform.to permissible standards for 
the valuation of life insuran~ policies. In dete~g such minimum reserve, th~ company may 
employ suitable approximations and· esti~ates; including, but not limited, to groupings and 
averages. · · 

_ (c) .For flexibl~ premium policies, reserve liabilities for any guaranteed minimum_. 
,. death benefit shall be maintained in the general ~unt_of :the insurer and shall be not less th~ 
. the aggregate total of the term costs, if any, co~erlng the period provided for in the g~tee-· 
not otherwise provided for by the reserves held:in the separate account assuming an immediate 
one-third depreciation in the curre1:1t value of the assets of the separate account followed by a. 
net investment return equal ~o the valuation interest rate. · . _ . : 

The valuation interest rate and mortality: table used ii1 computing this· additional reserve, 
if any, shall conform to permissibl~ standards for the valuation of life insurance policies. -in 
det(:}rmining such minimum reserve, the company may employ suitable approximations anci 
estimates, including but not limited to ·groupings and averages. 

(d) Reserve liabilities for all fixed incidental insu~ce benefits and any guarantees 
associated With the fixed aspects of variable incidental insurance benefits shall be maintained in 
the general account, and reserve liabilities for all variable aspects of the variable-.incidental 
insurance benefits shall be maintained in · a ,separate account,, in amounts determined in 
accordance with the actuarial procedures appropriate to such benefit. 

l 

5. · Separate Accounts. 

-The following requirements apply to the establishment and adniinistration of variable life 
insurance separate accounts by any domestic insurer, and by ·any foreign insurer unless and until. 
its state of domicile has adopted the National .Association of Insurance Commissioners . (NAIC) 
Variable Life Insurance Model Regulation or; requirements more ·restrictive -than_.the NAic.· 

· Model .Regulation, and · further provided tha'.t either the insurer's state of domicile has 
implemented the NAIC Guideline accompanying Article VI, Seqtion .3(b) of the Model _ 
Regulation, or the insurer makes an undertakin~ to coinply with this ~AIC Guideline: 

. ' 
(a) Establishment and Administration of Separate Accounts. An insurer issuing • 

variable life insurance in this State shall establish one or more separate accounts pursuant to 
Section 1050.6 of the Insurance Code of this S4ite~ . ·. · 

(1) Iino law or other regulation provides for the custody of separate accounts assets 
and if such insurer is n(?~ the custodian of such ~parate account assets, all contracts for custody · 
of such assets shall be in :writing and the Co~missioner shall have authority ·to review and 
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approve both the terms of any ·such contract and the proposed custodian prior to the transfer of 
.the ~ustody. : . .. . .... ·• . ,., ......,. ,;. . . . . . ..·,......." . ,.. . . •:.. . . . 

' ' • ".•. :::.~ ··,!·,.:; .~ ... : . ·:•-~ .. :.. : .. ~- . . .:· •.·.·' . ·••' . . . .~ .•. ··:· .. : .• 

(2) · · · Such· insurer shall not, .without. pnor .written approval of the Commissioner,·.. · 
einpl~y in any material connection with the han~ling of separate account_assets any person who: 

(A) Within the last ten years. has been convicted of any felony or a misdemean.or . 
ansmg out of such person's conduct involving embezzlement, fraudulent conversion, or 
misappropriation of funds or securities or involving violation of Sections 1341, 1342 or 1343 
of Title 18, United_ States Code; or 

(B) Within. the last ten years has been found by any state regulatory authority to haye 
violated or has acknowledged violation of any :provision of any state insurance law involv~g· 
fraud, deceit, or knowing misrepresentation; or: · · 

. . 
(C) Within the last ten years has been found by federal or state regulatory authorities· 

to have violated or has acknowledged violation of any provision of federal or state securities 
laws involving fraud, deceit, or_ ~owing misrepresentation. · · 

. (3) All persons with access to the cash, securities, or other assets of thf?, -separate 
account, shall be under bond in the amount of ·not les~ than the _following amounts-;.ifo:r. each 
separate accpunt: 

TOTAL ASSETS MINIMUM AMOUNT OF BOND 

Under $100,000 $10,000 

But Not \ 
More Than More Than 

$100,000 $600,000 $10,000 plus 4.% of assets over 100,000 

600,000 1,200,000 30,,000 plus 3 1/3% of assets over 600,000 

1,200,000- 3,200,000 50,.000 plus 2 1/2% of assets over 1,200,000 

3{200,000 4,450,000 100 1 000 plus 2% of assets over 3,200,000 

4,450,000 6,'450,000 125,000 plus 1 1/4% assets over 450,000 

6,450,000 90,450,000 . 150,000 plus 5/8% of assets over 6,450,000 

90,450,000 350,450,000 675 1 000 plus 3/8% of assets-over 90,450,000 

350,450,000 1,070,450,000 1,625,000 plus 3/161 assets. over 350,450,000 

1,070,450,000 3,075,000 plus 3/321 of assets over 1,070,450,000 

' until total bond equals 5·, QOO, 000 
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1 (b) Amounts in the Separate Account. The insurer shall maintain in such ·~parate 

i 
. account assets:with . .a value at least equal to th~ greater of the· valµation reserves for the variable 

.. -portion· Qf .the variable life insurance ~licies or the benefit. base for such policies. I 
,. 1' 

(c) Investments by the Separa~ A~unt. 

(1) No sale, exchange, or other transfer of assets may be made by-an insurer or any of 
its affiliates between any of its separate accounts or between any other investment account and 
one or more of its separate accounts unless: : 

.. ., 
{A) In case of. a transfer into a separate account, such transfer is made soiely to · 

establish the account or to support the operation of the policies with respect".to the separate 
account to which the transfer is made; and · . · · . . . · · 

{B) Such transfer, whether into or from a separate account, is made by a transfer of 
cas~; but other assets may be transferred if approved by the. Commissioner i~ advance. · · 

(2) A variable life iQ~urance separate account shall be deemed to have sufficient net 
investment income and readily marketable assets to meet anticipated obligatJ.ons under policies 
funded by the account as required by $ection 1Q506{a) of the Insurance Code of this:.Sfate if, and ·.. 
only if, an insurer can demonstrate to the satisfaction of the Commissioner that the,sum'"of the 
market value of readily marketable assets iri the account at the date of valuation plus the · 
anticipated net investment income for the calendar year following the date of valuation exceeds 
by at least ·'15 % the anticipated death benefits, surrenders, withdrawals, and other such 
obligations payable during the same period. For the purposes of this demonstration, "readily 
marketable assets!' has the same meaning as· iri Section 2(a)(2)(D)l of this Bulletin; "net 
investment income" excludes capital gains and losses; and the value of the anticipated death 
benefits, surr~nders, withdrawals and other such obligations payable during the calendar year 
following the _d~te of valuatioi;i shall not be estimated at less than 10% of the mar~et value of · 

!' the account assets at the date of valuation. · 
I 

If a variable life insurance separate account is divided into separate series, portfolios or 
other investment subdivisions, each series, Po~folio or investment subdivisio1:(:shal~ separately 
comply in full with this subsection. . ' · ' 

(d) Limitations on Ownership. 

.. (1) A separate account shall not purchase or otherwise acquire the securities of any 
issuer, other than securities issued or guaranteed as to principal and interest.by the United States, 
if immediately after such purchase or acquisition the value of such investment, together with 
prior investmen·ts of such separate account }n such security valued as required by these 
regulations, would exceed 10% of the value of the assets of the separate account. Except as 
provided in subsection {d)(3) of this Section, :the Commissioner may waive this limitation in 
writing if he believes such waiver will not rend~r the operation of the separate account hazarqous 
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to the public or the insurer or.its policyholders ·in this State. 

. . ... , (2). ~o ~~ B:<;:count s.hall purchase 6r otherwise acquire the voting securities of anyi . 
I 
I issuer if as a result of such acquisition the insurer and 'its ·separate acoourits,· ii{the· aggregate, 

will own more than 10% of the total issued and <:,utstanding voting securities of such issuer. Thel 
i Commissioner may waive this limitation in w#ting if he believes such waiver will not render 
I the operation of the separate account hazardous' to the public or the.insurer or its policyholdersI 

i . in this State, or jeopardize the independent 0¢,ration of the issuer of such securities.I 
I 

(3) Notwithstanding the percentage timitation specified in paragraph (d)(l). above, I 
separate accounts may invest in shares of investment companies registered · pursuant to the 
Investment Company Act of 1940, or other pools of investment assets if approved in writing by. 
the Commissioner, provided that the investments and investment policies-, valuation methods~ 
management, service agreements, charges, $tandat:ds of conduct and conflict of interest 
limitations of such in~estment companies or asset pools comply with the provisions of subsectio~ 
(c) of this Section, and other applicable portio#s of this Bulletin and the Insurance Code of this 
State. . 

(e) Valuation of Sepai:ate Account Assets. The assets of the ~parate acco:unt shall 
. be valued at least as often as variable benefits 8fe determined, but in any event at least:monthly._ -, . .. ,,. 

. . 

(f) Separate Account Investment Po~cy. The investment policy of a separate account 
operated by a domestic insurer filed under Section 2(b)(3) of this Bulletin shall not be changed 
without first filing such change with the Insuni.nce Commissioner. 

I 
- . - .: 

(1) Any change filed pursuant to th~s Section shall b~ effectiv~ sixty (60) days· after 
the date it was filed with the Commissioner, unless the Commissioner notifies the insurer before 
the end ofsuch sixty (60) day period of his. disapproval of the propos~ change. At any time 
the Commissioner may, after notice and public.hearing, disapprove any change ~at has become 

.; effective pursuant.to this Section..· 

(2) The Commissioner. may disapprove the change ifhe determines· that the change 
wouid be detrimental to the interests of the public or the insurer or its policyholders participating 
in such separate account.. · · 

. (g) Charges Against Separate Account. The insurer must disclose in writing, prior 
to or contemporaneously with delivery of the policy, all charges that may be made against the 
separate account, including, but not limited to:, the 'following:. -., 

(1) Taxes or reserves for taxes attributable to investment gains and income· of the· 
separate account; 

(2) Actual cost of reasonable brokerage fees and similar direct acquisition .and: sale 
costs incurred in the purchase.or sale of separate .account assets; · 
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_. (3) Actuarially dete~ed costs of insurance ·(tabular costs) a,nd the release ofseparate 
· account liabilities; · · · · · ., · · . . · .

! 
,. : . •·:..

i...; ;, ... •, ,.. . (4) _· ··Charges for admhi.istrath~·e ex~nses·· and •.-fuvestment ·inanagem.ent expenses, ·I . -. including internal costs attributable ~o the investment management of- assets of the separate 
-account· · 

. ' 
(5) A charge, at rate specified in the. policy, for mortality and expense guararttees; 

(6) Any amounts in excess of those ~uired to be held in the separate accotin~; . 

(7) •Charges for incidental insurance benefits. 

(h) Standards of Conduct. Every in~urer see&g approval to ~nte~ into the ~ariabie 
life insurance business in this State shall adopt by formal .action of its Board of Di,rectors a. 
written statement specifying the· Standards of Conduct of the insurer, its officers, directors,. 
employees, and affiliates with respect to the· purchase or sale of investments of separate 
aGC()unts. Such Standards of Conduct shall be binding on the insurer and those to whom it : 
refers. A code or codes of ethics meeting the requir~~ents of Section 17.j. under the Investment · · · 

. Company· Act of 1940. an~ applicable rules : and regulations thereunder, shall: sa,tisfy the 
provisions of this section. · 

• I • 

(i) Conflicts of Interest. Rules under any provision of the Insurance Code of this 
State or any regulation applicable to the officers and· directors of insurance companies with 
respect to conflicts of interest shall also apply tp members of any separate account's'-committee 
or other similar body, and -to the officers and directors or. members of any board, committee or 
other similar body of any investment company ·or pool described in _subsection (d)(3) of this 
Section. _The .Board of pirectors of the insurer shall be responsible for all acts concerning the 
sep~te account. . · 

. (j) Investment Advisory Senices to a Separate Account. An insurer ~hall not enter into 
a contract under which°any person undertak~s; for a fee, to regularly fumish_i~yestment advice· 
to such·. insurer with respect to its· separate accounts maintained for variabl~, life. insurance 

. . -1. . 

policies, unless: · 

. . (1) The person providing such advice is registered as an investment advisor under the . 
Investment Advice Act of 1940; or · · : · . · 

(2) The person PfOViding such. advice is an investmen~ manager under the Employee 
Retirement Income Security Act of 1974 with respect to th_e assets of each employee benefit plan 
al~ocated to the separate account; ~r · · · 

(3) The insurer has filed with the Commissioner, and continues to ·m~ annually, the 
.following information and statements conc~rni~g the proposed advisor: 
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(A) The name and form of organization, state of org~tion, and its principal. place 
. •, . . ' ·' . ' '•(!f busin(?SS; 

. :~ ", •• t • : 

. . . . •.... :.. ·i .. •·j, ·• ·-· . • 

(B) The names and addresses .of its' partners, · officers, directors, . arid persons ·· 
performing similar functions or, if such an investment advisor be an individual, of such 
individual· 
. ' 

(C) A written Standard of Conduct cpmplying -in substance with the requirements of 
subsection (h) of this Section which has been adopted by the investment advisor and is applicable 
to the investment advisor, its officers, directors, and affiliates; 

. (D) A statement provided by the· proposed advisor as to whether the advisor or any 
person associated therewith: · · 

(i) Has within the last ten years been convicted of or has acl,cnowle4ged commission .. 
of any felony or misdemeanor arising out of such person's conduct as an employee, salesman, 
officer or dir~tor of an insurance company, a.banker, an insurance· agent, a securities broker, 
or an investment advisor involving embezzl~ment, fraudulent conversion, or misappropriation 
of funds.or securities, or involving the vi~latio~ of Sections 1341~ 1342, or 1343 of T~tle 18 of. 
the United States Code; 

.(iz) Has permanently or temporarily been enjoined by order, judgment, or decree of · 
any court of competehtjurisdiction from acting as an investment advisor, underwriter, broker, 
or dealer, or as an affiliate4 person or as an employee of any ·investment company, bank, ·or 
insurance company, or from engaging in or continuing any conduct or practice in-connection 
with any such activity; · 

(iii) Has been found by federal or state regulatory authorities to have willfully violated 
Qr ·has acknowledged willful violation of any-provision of federal'or state securities laws or 

~ insurance laws or of any rule _or regulation under any such laws; or 

(iv) Has been censured, denied an investment advisor. registration, had a registration 
as an investment advisor revoked or suspended, or been ·barred or suspended -from being 
associated with an.investment advisor by ordef of federal or state regulatory authorities; and 

· (4) Such investment advisory contract shall be in writing and provide that it may be 
terminated by the insurer without penalty to the insurer or the separate account upon no more .· 
than sixty (60) d~ys'·written notice to the investment advisor. 

The Commissioner may, after notice arid. opportunity for hearing, by order require such 
investment advisory contract to be terminated if he deems continued operation thereunder to be 
hazardous to the public or the insurer or the insurer's policyholders. · · · 
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6. Information Furnished.to Ap_plicants. · ; 
~ •.. 

· Except·as herei~ provided,·an in~urer de]J.vering.. or-isstiihg'for·delivery in this State·~y v~able 
· life insurance ·policies·'shali ··deliver· to ~e applicant for the policy,. and. obtain ·a ·wnttert···- · 
.acknowledgement of receipt from such applicaiit coincident with or prior to. the execution of the 
· application, the followµig information; Where a group policy will ~~ non-contributory and 
owned by a trust for the benefit of employees ~d/or ~etirees, the information required in this 

.Section need not be given to each prospective certificateholder. . · . . · . 

The requirements of this Section shall be deemed to have been satisfied to the extent that 
. a disclosure containing the information requir¢d by this Section is delivered to the applicant,· 
either in the form of (1) a prospectus included in a registration statement which satisfies the 

·• requirements of the Securities Act of 1933 .and which wa,s declared effective by tbe Secu~ties · 
and Exchange Commission,. together with ariy prospectus and any statement of additional 
information prepared pursuant to requirements of the Securities and Exchange Commission. 
concernmg any investment company described in subsection (d)(3) and (i)(3)(A) of Section 5 of° 
this Bulletin, which has been declared effective; or (2) all information and reports required by 
the Employee Retirement Income Security Act qf 1974 if the policies are exempted from the 
registration requirements 9f the Securities Act of 1933 pursuant to Section 3(a)(2) the~eof. 

(a) A summary ~xplanation, in non-:technicai terms, of the princip~ features of ·~e 
policy, including a description of the manner, in which the variable benefits will reflect the 
investrrient experience of the separate account'apd the factors whiqh affect such variation. Such 
explanation must include notices of the provision required by subsections (c)(l)(E) and (c)(6) of 
Section 3. · 

(b) A statement of the investment policy of the separate account, including:. . . . . . 

(1) A description of the investment objectives int~nded for the separate ace:ount and 
• the principal types of investments intended.to be made; and 

(2) . Any restrictions or limitations on the manner in which the. operations of the: 
separate account are intended to be conducted.. •-:i,· .,.. . 

, (c) A statement of th~ net investmerit return of the separate acco11:nt for each of the. 
• last _ten years or su~h lesser ~riod as the separate account has been in• existence; · 

(d) A statement describing, as an approximate percentage of an annual gross premium 
for each year and for the.life of the policy> a11:commissions or equivalent payments to be paid 

· to all agents· or other persons as a result ·of the proposed· sale for each year of the policy for 
which such payments are to~-~ made. As used in this subsection, "commissions" means all 
monies and other ·valuable consideration, including' but not limited to prizes, bonuses paid 
directly or indirectly to, for, or on behalf of the selling agent as compensation for services in 
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the sale of variable life insural_lce; · 
. . '•• . ' -:. ·. .' . : .. .·:.. ~. . ' ,. 

i. ....·.>. · . ·: ...:. ·(~).....·--~ s~t~~e~t" ~fth~, annual :taxes,)rokerag~ fees, ~d si~ilar. ~sts and charg~-;~ · '· :_ ·.· .··: 
expressed "as· a dollar 'amount and ·as· an annual percentage, levied against the ~parate account ... ,., ... 
during the previous year; · · 

(f) A summary of the method to ·1':e used in valuing assets held by the · separate 
account; 

(g) -A summary of the federal income tax .aspects of the policy applicable to the· 
insured,. the policyholder, and the beneficiary; . · 

(h) illustrations of benefits payable under the variable life insurance contract. Such: 
illustrations shall be prepared by the msurer and shall not include projections of past investment 
experience into the future or attempted predictj.ons of future investments experience, provided 
that nothing contained herein prohibits use of hypothetical assumed rates of return to illustrate 
possible -levels of benefits if it is made clear that such assumed rates are hypothetical only .. 

Any sales µlustration shown or furnished in connection. with the sale of variable life 
insurance must conform with the following requirements, except that these requirements only

i 
· apply to the variable portion of policies with fixed and variable funding options. S.ul>part;(9) ofI 
· this subsection specifically pertains to variable life insurance contracts offering both fixed andI· variable funding options. ' · 

! 
! 

(1) ... The hypothetical. interest rates used to illustrate accumulated policy values mustI be an annual effective gross rate after brokerage expenses and prior to any deduction for taxes, I expenses and policy charges. 
I 
I 
i (2) If the illustrations of accumulated contract values are shown, then; for the highest 

_ interest rate used, one illustration must be based solely upon guarantees contained in the policy 
i being illustrated. (For example, if the illustration includes the effect of mortality charges andI 
I administrative charges which are below the guaranteed maximums for such charges, an 
! 
I illustration must be prepared which involves the effect of the maximum charges.) 

I 
(3) Except for illustrations contained in a prospectus pertaining to the policy being 

illustrated, the pattern of premium payments used in an illustration should be the initial pattern 
requested by the proposed policyholder at inception or upon changes in face amount requested 
by the policyholder. · · · 

(4) If the illustrated policy provides ·for multiple investment options, the illustration 
may either use an asset charge wh~ch is reasonably representative, or use the asset charge of a 
particular option. The illustration should clearly identify the _asset charge and either label it 
"hy~thetical" or identify the option. 
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· - (5) The ill1:1stration must disclose the transaction charges which will be levied against 
..· ... : ..... ,.::. J}Je COI)t1:p.Gt -~µse: Qf transactions. requested in accordance. witlJ, rights and·privileges specified 
.. • . . : • :: in -the q,ntr;ict. ·Any-charge. fo! the exercise qf a right or privilege upon· which· the illustration 

.. . ·, ,· is based ·,must be reflected in the illustrated values. The nature of any'- other su,e:h charges must 
be disclosed in a clear statement accompanying such illustrations.· (For example, a charge to 

· switch from one investment option or death benefit option to another.) 
I: 

.. 

" 
: 

I ·r.~ 
' ' 

. ·.::· (6) A clear statement must be made, following the table of illustrated accumulated 
. values, that use of hypothetical investiµent re~ults does not in any way represent actual results 
···or suggest that such results will be achieved, apd .also must indicate that the· policy values· which· 

actually arise will differ from those shown whenever the actual· investment results differ from 
the hypothetical rates illustrated. Assumptions ~pon which illustrations are based must be clearly . 
disclosed. 

· (7) . Any sales illustration to a prospective policyholder must accurately reflect· the 
policy . • being presented; · Misleading statements, captions or·. other misrepresentations are 
prohibited. ' . . 

..... (8) The requested sales illustration must be printed clearly and legibly on paper. An 
.illustration displayed on a computer screen may be used· in.addition to, but not as; a.substitute 
for, a paper copy. : · 

(9) Variable life insurance contracts· off~ring both fixed and variable funding options 
shall comply with the following requirements: ,,... 

(A) . Illustrations of the v~able fu~d~ng option must comply with this subsection 6(b). 

(B) Illustrations of the fixed funding· option must show accumulated policy values on 
the basis of guaranteed rates. One or more additional rates may also be shown, but such rates

I may not exceed current rates. 
I 
I 

I (C) A summary illustration.may be given in which results from comparable illustrated 
and hypothetical interest rates are combined~ Such summary must cross-reference to the 
accompanying separate illustrations of the fixed and variable funding options .. · 

. 7. Ap_plications. 

'Except as provided in subsection (d) herein, the application for a variable life insuraf!,ce policy 
shall contain: 

(a) A prominent statement that the death benefit may be variable or fixed under 
specified conditions; 

.- . 
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(b) A prominent statement that cash ~alues ·may increase or -decrease in acccirdance 
.-Y .-.:-.,· ··: with-·th~ experience of the sep.arate account (supject to any speqifi~ mWm_uw g~t~s);. 

' ...,, . ' .,, (c) ·Questions designed to elicit' inf~¢1ation whi~h -~~abl~-th~:ins~rer to determine 
the suitability of variable life insurance for the '.applicant. · · 

(d) Where a group policy will be non--contributory and owned by a trust for the benefit 
of e~ployees and/or retirees, (a) and (b) need not be disclosed to each prospective certificate­
holder in the application and the questions under (c) ~eed not be asked of each prospective 
certificateholder. · 

8. Reports to Policyholders. 

Except as provided in subsection (d) herein, any insurer delivering.or issuing for delivery in this· 
State any variable life insurance policy shall mail to each variable life insurance policyho~der. at 
his or her last known address tb~ following reports. The requirements of th1s Section shall, be .. 
deemed to have been satisfied by so mailing to each such policyholder the information required . . 
by this Section in the form of copies of reports,: disclosures or filings submitted to the: Securities · 
and Exchange Commission. 

· (a) . An annual statement of the ca~h surrender· value, death benefit, any partial 
withdrawal or policy loan, any interest charge,. and any optional payments allowed pursuant. to 
Section 3(d) under the policy. Such statement shall be furnished_ within thirty days after the 
policy· anniversary date or any other specified date in each policy year.. All information 
contained therein must be computed as of a date not more _than sixty (60) days prior to the. 
mailing of the statement. This statement shall state that, in accordance with the investment 

. experience of the separate account, the cash va;lues and the variable death benefit may' increase 
_ or decrease, and shall prominently identify: any value described therein which may be 

recomputed prior to the next statement required by this ·subsection. If the policy guaran~ees ~at 
the variable death benefit on the next policy aJliiiversary date will not be less. than the variable 
death benefit specified in such statement, the statement shall be modified to so indicate. -For 
flexible premium policies, the report must contain a reconciliation of the change since the 
previous report in cash value and cash surrender value, if different, because of payments made 
(less deductions for expense charges), withdrawals, investment experience, insurance charges / 
and any other charges made against the cash: value. · In addition, the report must show the 
projected cash value and cash surrendeF value~ if different, as of one year from the end of the 
period covered by the report assuming that: (i) planned periodic premiums, if any, are paid as 
scheduled; (ii) guaranteed costs of insurance ax:e deducted; and (iii) the net return is equal to the 
guaranteed rate or, in.the absence of a guaranteed rate,-is not greater than zero. If the projected 

. value is less than zero, a warning message must be included that states that the policy I!lay be· · 
in danger of terminating without value in the n~xt 12 months unless additional premium is paid. 
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· (b) Annually, a statement or statements including: i 
.:' ·. '•, ' .. :, . ··'. •' 

. . (1) A summary'of the finan:cialstatenterit.'o{the· separate account based on the annual 
statement last filed with the Commissioner; ' . . . I . ·. 

(2) The net investment return of the ~parate account for the l~t year and, for each 
year after the first, a comparison of the investment rate of the separate account during the last 
year with the investment rate of the separate ad.count during _the last year •with the irivestment 
rate during prior years, up to. a total of not less; than five years when available; . · 

(3) A list of investments· held by the ~parate acco~nt as of a d~~ not earlier th~ the 
end of the last year for which an· annual statement was filed with the Commissioner; 

(4) Any charges, taxes and brokeragel fees levied against the separate accountduring 
the previous year, ea~h .expressed as a dollar amount-and as a percentage of the assets of the:.. 
separa~ account, and the total amount express~ as a dollar amount and as a percentage; 

(5) A statement of the portfolio turnover rate, as defined. herein, during the preceding . ·. · 
fiscal year of investments allocated to the separate account. 

(A) The rate shall be calculated by dividing (A) the lesser· of purchases or sales of 
portfolio securities for the particular fiscal year ·by .(B) the monthly average of the value of the 

· portfolio securities owned by the· ·separate acc,ount during the particular fiscal year. Such 
-monthly average shall be calculated by totaling the values of the portfolio securities· as of the 
beginning and end_ of the first '111onth of Jhe particular fiscal year and as of the end of each ·of 
the succeeding eleven months, and· dividing the sum by 13,. except that the. averag_e value of 
securities for which market quotations are not ~vailable may be based upon the value of such 
securities as of the end of the preceding fiscal qu~rs. 

" (B) For the purposes of this item, there shall be excluded from both the numerator and 
· the denominator all U.S. Government securities (short-term and long-term) and all other 
securities whose maturities at the· time of acqui:sitlon were ·one year or less. 'Purchases shall_· 
jncludt:: any cash paid upon the conversion ofon~ portfolio security into another. /Purchases shall · 
also include the cost of rights or warrants purchased. Sales shall include the nefproceeds of the · 
sale o(rights or warrants. Sales shall also incl~de the net proceeds of redemptions of portfolio . 

: secu?,ties by call or maturity. . · · · 

' 
(C) The insurer shall s~ow, in addition .to the calculated portfolio turnover rate, both 

t4e amount of the purchases and the am.ount or the sales (calculated as prescribed in [B] above) 
and .the monthly average (but not the individual monthly figures) of the value of the portfolio 
securities owned by the separate account during the fiscal year. ., 

(D) The insurer may, if it wishes, ma:ke a:ny statement or explanation with respect ta 
any significan~ variations in the . portfolio. ~urrtover rate during .the three fiscal y~s next 
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. · . (6) A stateme6t.o(ari:{ch~ge, stijqe':the t~t "i'~P.9rt/in ~e· investment objective· and · 
orientation of the sep~te· ~~µ~(._µf·aiiy ·_m.yest_ment' restriction or material quantitative or· 
qualitative investment requirement applicable: to the separate account, or in ·the inyestment ..·,. 
· advisor of the separate account; 

· · · · , 
. 

I . 

(7) The name of each broker or dealer handling portfolio transactions ori behalf of the 
separate· account in which the insurer or an afqliate has any material direct or indirect interest, 
and ~e natu~e of such transac~ons and the amount of compensation received by each such 
broker or dealer from business originating.with the separate account during the preceding fiscal 
year; 

(8) The names and principal occupa~ons·of each principal exec~tive officer and each 
· director of the insurer, arid · · 

(9) The names of all parents of the insurer and the basis of control of the insurer, and 
the name of any person who is known to own, of record or beneficially, 10% or more of the 
outstanding voting securities of the company. · . 

(c) For flexible premium policies, a ·report µiust be sent to the policyholder if the 
amounts available under the policy on any processing da:y to pay the charges authorized by the . 
policy are less than the amount neces·sary to keep the policy in_force until the next following 
policy processing day~ The report must indicate the minimum payment required under the terms 
of the policy to keep it in force and the length -of the grace period for payment of such amount. 

(d) Where a group policy is non-contributory and owned by a trust for the benefit of 
employees and/or retirees, the reports required in this Section. need not be made to each 
certificateholder. 

9. Qualifications of Agents for the Sale of Variable Life Insurance. 

(a) Authorization to Sell Variable Lif~ Insurance. No person may sell or offer for sale 
in this State any variable life insurance policy unless such person is a life agent and has filed 
with the Commissioner, in a form satisfactory'. to the Commissioner; evidence that su~h person 
holds any Ucense or authorization which may pe required for the solicitation oi sale of variable 
life insurance. · · 

(b) Reports ofDisciplinary Actions. A'py person qualified in this State under this Section 
to sell or offer to sell variable life insurance shall immediately report to the Commissioner: 

(l) Any suspension or revocation of his agent's license in any 0th.er state or territory of 
the United States;· · 
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(2) The imposition of.any dtsciplinary sancti~n, including suspension or expulsi~n from 
· · . • ·:membership;· ·suspension, or revocation ·of or- denial of registratio~;·iinpo~cfup:orVHim'.• 6.fariy . 

. . ; . . . ' ·· national secuiities"-excliange, or national securities· association' Of :?IlY,· iederal~~ state:,: or' territbrial . . i .. 

.....•·agency with jurisdiction 'over securities or variable life insurance; .. '.... . ...... ":".."· .·.-. . ....·. . . 

(3) Any judgement or injunction entered against him on the basis of conduct deemed to 
have involved fraud, deceit, misrepresentation; or violation of any insurance or securitj.es law 
or regulation. 

I (c) Refusal to Qualify Agent ·to Sell V~able Life Insurance: Suspension, Revocation, I . 
· or Nonrenewal of Qualification. The Commissioner may reject any application or suspend orI - revoke or refuse to renew any agent's authority under this· Section to sell or offer to sell variabl~ _i 

I life insurance upon any ground that would bar such applicant or such agent from being licensed
I to sell other life insurance contracts in this State. The rules governing any proceeding relating 
! to the suspension or revocation of an agent'~ license shall also govern any proceeding for 

suspension or revocation of an agent's authority to sell or offer. to sell variable life insurance. 
. . . . . 

10. Severability Provision . 

.If any provision of this Bull~tin or the applicati.on ·the~eof to any person or circumstance is for 
any reason held to be invalid, the·remainder of the Bulletin and the application of such provision 
to other persons or circumstances shall not be affected thereby. 

: 
I 

! . 

Insurance Commissioner 
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