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TITLE 114
LEGISLATIVE RULE
INSURANCE COMMISSIONER

SERIES 11D
VARIABLE LIFE INSURANCE

§114-11D-1. General.

1.1. Scope. -- The purpose of this rule is tsued that a policyholder is provided with a
thorough disclosure concerning the operation obhiser variable life insurance policy and with
current, reliable information concerning the staitibis or her variable life insurance coverage.
This rule is based on the National Associatiomstirance Commissioner’s “Variable Life
Insurance Model Regulation,” (Model 270), as amendel983.

1.2. Authority. -- W. Va. Code 8§833-2-10 and 3B3A-4.
1.3. Filing Date. -- April 14, 2010.
1.4. Effective Date. -- July 16, 2010.

8114-11D-2. Definitions.

2.1. "Affiliate" of an insurer means a persongditty or indirectly, controlling, controlled
by, or under common control with the insurer; asparwho regularly furnishes investment
advice to the insurer with respect to its sepaaat®unts for which a specific fee or commission
is charged; or any director, officer, partner opéogee of the insurer, controlling or controlled
person, or person providing investment advice grmember of the immediate family of such
person.

2.2. "Assumed investment rate" means the ratevestment return that would be
required to be credited to a variable life insugapolicy, after deduction of charges for taxes,
investment expenses and mortality and expense mfeasato maintain the variable death benefit
equal at all times to the amount of death benetfiter than incidental insurance benefits, which
would be payable under the plan of insurance idib&th benefit did not vary according to the
investment experience of the separate account.

2.3. "Benefit base" means the amount to whicm#tanvestment return is applied.

2.4. “Commissioner” means the West Virginia insiw& commissioner.

2.5. "Control" (including the terms "controllind'¢ontrolled by" and "under common
control with") means the possession, direct orrgatj of the power to direct or cause the

direction of the management and policies of a peratether through the ownership of voting
securities, by contract other than a commerciatreghfor goods or nonmanagement services, or



otherwise, unless the power is the result of aitiaffposition with or corporate office held by
the person. Control shall be presumed to exs{piérson, directly or indirectly, owns, controls,
holds with the power to vote, or holds proxies espnting more than ten percent (10%) of the
voting securities of any other person. This prgsiion may be rebutted by a showing made to
the satisfaction of the Commissioner that contogginot exist in fact. The Commissioner may
determine, after furnishing to all persons in iaggmotice and opportunity to be heard and
making specific findings of fact to support suchedmination, that control exists in fact,
notwithstanding the absence of a presumption toetfiact.

2.6. "Flexible premium policy " means any varialifie insurance policy other than a
scheduled premium policy under which both the arhand timing of premium payments are
fixed by the insurer.

2.7. "General account” means all assets of the@n®ther than assets in separate
accounts established pursuant W. Va. Code 833-18Aplrsuant to the corresponding section
of the insurance laws of the state of domicile &draign or alien insurer, whether or not for
variable life insurance.

2.8. "Incidental insurance benefit" means all rasge benefits in a variable life
insurance policy, other than the variable deatrefitand the minimum death benefit, including
but not limited to, accidental death and dismemieertbenefits, disability benefits, guaranteed
insurability options, family income or term riders.

2.9. "Minimum death benefit" means the amountefguaranteed death benefit, other
than incidental insurance benefits, payable undeariable life insurance policy regardless of the
investment performance of the separate account.

2.10. "Net investment return” means the rate wéstment return in a separate account to
be applied to the benefit base.

2.11. "Person" means an individual, corporati@mtrnership, association, trust or fund.

2.12. "Policy processing day" means the day orclwbharges authorized in the policy
are deducted from the policy's cash value.

2.13. "Producer" means a person, corporationneeship or other legal entity that is
licensed by this state as a life insurance producer

2.14. "Scheduled premium policy" means a variiftdansurance policy under which
both the amount and timing of premium paymentdizaesl by the insurer.

2.15. "Separate account” means a separate acestablished pursuant to W. Va. Code
833-13A-1 or pursuant to the corresponding seaifcthe insurance laws of the state of domicile
of a foreign or alien insurer.



2.16. "Variable death benefit" means the amouthefdeath benefit, other than
incidental insurance benefits, payable under abé&ilife insurance policy dependent on the
investment performance of the separate accounthithe insurer would have to pay in the
absence of any minimum death benefit.

2.17. "Variable life insurance policy" means adiwidual policy that provides for life
insurance the amount or duration of which variepeting to the investment experience of any
separate account or accounts established and maithtiay the insurer as to the policy, pursuant
to W. Va. Code 833-13A-1 or pursuant to the comesing section of the insurance laws of the
state of domicile of a foreign or alien insurer.

8114-11D-3. Qualification of Insurer to Issue Variable Life Insurance.

3.1. The requirements of this section are applecaball insurers either seeking
authority to issue variable life insurance in thtigte or having authority to issue variable life
insurance in this state.

3.2. Licensing and Approval to do Business in Ttigte. An insurer may not deliver or
issue for delivery in this state any variable Iifsurance policies unless:

3.2.a. The insurer is licensed or organized ta dfie insurance business in this
state;

3.2.b. The insurer has obtained the written apgdrot/the Commissioner for the
issuance of variable life insurance policies irs thtiate. The Commissioner shall grant written
approval only after the Commissioner has found that

3.2.b.1. The plan of operation for the issuanceaoiable life insurance
policies is sound;

3.2.b.2. The general character, reputation andrexpce of the
management and those persons or firms proposegbpdysconsulting, investment,
administrative or custodial services to the insarersuch as to reasonably assure competent
operation of the variable life insurance busindgb® insurer in this state; and

3.2.b.3. The present and foreseeable future finhoondition of the
insurer and its method of operation in connectidath the issuance of such policies is not likely
to render its operation hazardous to the publitsgoolicyholders in this state. The
Commissioner shall consider, among other things:

3.2.b.3.A. The history of operation and financiahdition of the
insurer,

3.2.b.3.B. The qualifications, fitness, charaatesponsibility,



reputation and experience of the officers and thrscand other management of the insurer and
those persons or firms proposed to supply congylimvestment, administrative or custodial
services to the insurer;

3.2.b.3.C. The applicable law and regulations umdech the
insurer is authorized in its state of domicilegsue variable life insurance policies. The stéte o
entry of an alien insurer shall be deemed its sthtemicile for this purpose; and

3.2.b.3.D. If the insurer is a subsidiary of, ®affiliated by
common management or ownership with another comptsmelationship to such other
company and the degree to which the requestingensas well as the other company, meets
these standards.

3.3. Filing for Approval to do Business in Thiaft The Commissioner may, at his or
her discretion, require that an insurer, befodelivers or issues for delivery any variable life
insurance policy in this state, file with the Corseioner the following information for the
consideration of the Commissioner in making theaheination required by subdivision b,
subsection 3.2 of this section:

3.3.a. Copies of and a general description of/#r@ble life insurance policies it
intends to issue;

3.3.b. A general description of the methods ofrafen of the variable life
insurance business of the insurer, including metladdlistribution of policies and the names of
those persons or firms proposed to supply congylinvestment, administrative, custodial or
distribution services to the insurer;

3.3.c. With respect to any separate account maaday an insurer for a variable
life insurance policy, a statement of the investhparicy the issuer intends to follow for the
investment of the assets held in the separate ateod a statement of procedures for changing
the investment policy. The statement of investnparficy shall include a description of the
investment objectives intended for the separatelat¢

3.3.d. A description of any investment advisomyges contemplated as required
by subsection 6.9 of this rule;

3.3.e. A copy of the statutes and regulationfiefstate of domicile of the insurer
under which it is authorized to issue variable ilifeurance policies;

3.3.f. Biographical data with respect to officarsl directors of the insurer on the
National Association of Insurance Commissionersiddm Biographical Data Form; and

3.3.g. A statement of the insurer's actuary desggithe mortality and expense
risks which the insurer will bear under the policy.



3.4. Standards of Suitability. Every insurer seglapproval to enter into the variable
life insurance business in this state shall esthldnd maintain a written statement specifying the
standards of suitability to be used by the insufiére standards of suitability shall specify that n
recommendation shall be made to an applicant tohase a variable life insurance policy and
that no variable life insurance policy shall baiess in the absence of reasonable grounds to
believe that the purchase of the policy is suitéttehe applicant on the basis of information
furnished after reasonable inquiry of the applicanricerning the applicant's insurance and
investment objectives, financial situation and rse@hd any other information known to the
insurer or the producer making the recommendation.

3.5. Use of Sales Materials. An insurer autharietransact variable life insurance
business in this state may not use any sales ml@dvertising material or descriptive literature
or other materials of any kind in connection withvariable life insurance business in this state
which is false, misleading, deceptive or inaccuratariable life insurance sales material,
advertising material and descriptive literaturelldb@ subject to the additional requirements of
W. Va. Code of St. R. 8114 CSR 11.

3.6. Requirements Applicable to Contractual SewicAny material contract between an
insurer and suppliers of consulting, investmenmiadstrative, sales, marketing, custodial or
other services with respect to variable life insgeoperations shall be in writing and provide
that the supplier of such services shall furnish@ommissioner with any information or reports
in connection with the services which the Commissranay request in order to ascertain
whether the variable life insurance operationsefibsurer are being conducted in a manner
consistent with this rule and any other applicdée or rules.

3.7. Reports to the Commissioner.

3.7.a. Aninsurer authorized to transact the lmssrof variable life insurance in
this state shall submit to the Commissioner, intaatdto any other materials that may be
required by this rule or any other applicable lawsules:

3.7.a.1. An annual statement of the business @igparate account or
accounts in such forms as may be prescribed bi#tienal Association of Insurance

Commissioners; and

3.7.a.2. Prior to the use in this state any indram furnished to
applicants as provided for in section 7 of thigrand

3.7.a.3. Prior to the use in this state the fofmny of the reports to
policyholders as provided for in section 9 of thike; and

3.7.a.4. Such additional information concernisgvériable life insurance
operations or its separate accounts as the Conumésshall deem necessary.

3.7.b. Any material submitted to the Commissianader this section shall be



disapproved if it is found to be false, misleadidgg¢eptive or inaccurate in any material respect
and, if previously distributed, the Commissionealshequire the distribution of amended
material.

3.8. Authority of Commissioner to Disapprove. Angterial required to be filed with
and approved by the Commissioner is subject tqgisaval if at any time it is found by him or
her not to comply with the standards establishadisrule.

§114-11D-4. Insurance Policy Requirements.

4.1. Policy Qualification. The Commissioner may approve any variable life
insurance form filed pursuant to this rule unlésonforms to the requirements of this section.

4.2. Filing of Variable Life Insurance Policiell variable life insurance policies, and
all riders, endorsements, applications and otheuh@nts that are to be attached to be made a
part of the policy and which relate to the variatdgure of the policy, shall be filed with the
Commissioner and approved by him or her prior foveey or issuance for delivery in this state.

4.2.a. The procedures and requirements for fding approval shall be, to the
extent appropriate and not inconsistent with thls,rthe same as those otherwise applicable to
other life insurance policies.

4.2.b. The Commissioner may approve variabler$arance policies and related
forms with provisions the Commissioner deems todtdess favorable to the policyholder and
the beneficiary than those required by this rule.

4.3. Mandatory Policy Benefit and Design Requiretae Variable life insurance
policies delivered or issued for delivery in thiate shall comply with the following minimum
requirements.

4.3.a. Mortality and expense risks shall be bdanéhe insurer. The mortality
and expense charges shall be subject to the maxgmstated in the contract.

4.3.b. For scheduled premium policies, a minimwatd benefit shall be
provided in an amount at least equal to the infdaé amount of the policy so long as premiums
are duly paid (subject to the provisions of subeact.5 of this section);

4.3.c. The policy shall reflect the investmentengnce of one or more separate
accounts established and maintained by the insUiee.insurer shall demonstrate that the
reflection of investment experience in the varidliéeinsurance policy is actuarially sound.

4.3.d. Each variable life insurance policy shalldoedited with the full amount of
the net investment return applied to the beneBeba

4.3.e. Any changes in variable death benefits\arable life insurance policy



shall be determined at least annually.

4.3.f. The cash value of each variable life ineaeapolicy shall be determined at
least monthly. The method of computation of caslnes and other nonforfeiture benefits, as
described either in the policy or in a statemdetfivith the commissioner of the state in which
the policy is delivered, or issued for deliveryabive in accordance with actuarial procedures
that recognize the variable nature of the politiie method of computation shall be such that, if
the net investment return credited to the policglktimes from the date of issue should be equal
to the assumed investment rate with premiums andflte determined accordingly under the
terms of the policy, then the resulting cash vatoatie minimum values required by W. Va.
Code 833-13-30 for a general account policy witthsoremiums and benefits. The assumed
investment rate may not exceed the maximum intea¢stpermitted under the standard
nonforfeiture law of this state found in W.Va. C&R&8-13-30. If the policy does not contain an
assumed investment rate this demonstration shdlébed on the maximum interest rate
permitted under the Standard Nonforfeiture Lawe ftethod of computation may disregard
incidental minimum guarantees as to the dollar art®payable. Incidental minimum
guarantees include, for example, but are not lianite a guarantee that the amount payable at
death or maturity shall be at least equal to thewarhthat otherwise would have been payable if
the net investment return credited to the policglktimes from the date of issue had been equal
to the assumed investment rate.

4.3.9. The computation of values required for eaiable life insurance policy
may be based upon such reasonable and necessemyigmiions as are acceptable to the
Commissioner.

4.4. Mandatory Policy Provisions. Every varialtfie insurance policy filed for approval
in this state shall contain at least the following:

4.4.a. The cover page or pages correspondingtoaber page of each policy
shall contain:

4.4.a.1. A prominent statement in either contngstiolor or in bold-faced
type that the amount or duration of death benediy tve variable or fixed under specified
conditions;

4.4.a.2. A prominent statement in either contngstiolor or in bold-faced
type that cash values may increase or decreaseandance with the experience of the separate
account subject to any specified minimum guarantees

4.4.a.3. A statement describing any minimum dbéatrefit required
pursuant to subdivision b, subsection 4.3 of thidien;

4.4.a.4. The method, or a reference to the pglioyision which
describes the method, for determining the amounmisefrance payable at death;



4.4.a.5. Every variable life insurance policy tifeate or contract issued
to a person in this state shall have the noticenprently printed on the first page of the policy,
certificate or contract stating in substance thatibhsured person or person obtaining the policy
shall have the right to return the policy, ceratie or contract within ten days of its receipt &nd
have the premium refunded if, after examinatiothefpolicy, certificate or contract, the person
obtaining the insurance is not satisfied for arasom; and

4.4.b. 1. For scheduled premium policies, a prowvigor a grace period of not
less than thirty-one (31) days from the premium diate which shall provide that when the
premium is paid within the grace period, policyues will be the same, except for the deduction
of any overdue premium, as if the premium were paiadr before the due date.

4.4.b.2. For flexible premium policies, a provisior a grace period
beginning on the policy processing day when thal ©targes authorized by the policy that are
necessary to keep the policy in force until thetqmlicy processing day exceed the amounts
available under the policy to pay such chargesoorlance with the terms of the policy. The
grace period shall end on a date not less thay-ang (61) days after the mailing date of the
Report to Policyholders required by subdivisiosuysection 9.1 of this rule.

4.4.b.3. The death benefit payable during theggpsriod will equal the
death benefit in effect immediately prior to su@mipd less any overdue charges. If the policy
processing days occur monthly, the insurer mayirede payment of not more than three (3)
times the charges that were due on the policy ggieg day on which the amounts available
under the policy were insufficient to pay all chesquthorized by the policy that are necessary to
keep the policy in force until the next policy pessing day.

4.4.c. For scheduled premium policies, a provisiat the policy will be
reinstated at any time within three (3) years ftbedate of default upon the written application
of the insured and evidence of insurability, inahgdgood health, satisfactory to the insurer,
unless the cash surrender value has been paid petiod of extended insurance has expired,
upon the payment of any outstanding indebtednésisgisubsequent to the end of the grace
period following the date of default together wéttcrued interest thereon to the date of
reinstatement and payment of an amount not excgéldengreater of:

4.4.c.1. All overdue premiums with interest ahiemot exceeding six
percent (6%) per annum compounded annually andnaejptedness in effect at the end of the
grace period following the date of default withergst at a rate not exceeding six percent (6%)
per annum compounded annually; or

4.4.c.2. One hundred ten percent (110%) of theease in cash value
resulting from reinstatement plus all overdue prans for incidental insurance benefits with
interest at a rate not exceeding six percent (686apnum compounded annually.

4.4.d. A full description of the benefit base aridhe method of calculation and
application of any factors used to adjust variddgeefits under the policy;



4.4.e. A provision designating the separate addoupe used and stating that:

4.4.e.1. The assets of the separate accountighallailable to cover the
liabilities of the general account of the insurelydo the extent that the assets of the separate
account exceed the liabilities of the separate@adcarising under the variable life insurance
policies supported by the separate account.

4.4.e.2. The assets of the separate accountt&hadllued at least as often
as any policy benefits vary but at least monthly.

4.4.f. A provision specifying what documents cdnsgt the entire insurance
contract under state law;

4.4.9. A designation of the officers who are emem@d to make an agreement or
representation on behalf of the insurer and arcatatin that statements by the insured, or on his
or her behalf, shall be considered as representafind not warranties;

4.4.h. An identification of the owner of the inaoce contract;

4.4.i. A provision setting forth conditions or tegements as to the designation,
or change of designation, of a beneficiary ando&ipion for disbursement of benefits in the
absence of a beneficiary designation;

4.4.). A statement of any conditions or requireta@mncerning the assignment of
the policy;

4.4.k. A description of any adjustments in polaues to be made in the event
of misstatement of age or sex of the insured;

4.4]. A provision that the policy shall be incontestaly the insurer after it has
been in force for two (2) years during the lifetiofehe insured. However, any increase in the
amount of the policy's death benefits subsequethtet@olicy issue date, which occurred upon a
new application or request of the owner and wagestibo satisfactory proof of the insured's
insurability, shall be incontestable after the @age has been in force, during the lifetime of the
insured, for two (2) years from the date of isstimcrease;

4.4.m. A provision stating that the investmentig@obf the separate account may
not be changed without the approval of the inswammenmissioner of the state of domicile of
the insurer, and that the approval process islemith the Commissioner;

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

4.4.n.1. For up to six (6) months from the dateegfuest, if the payments



are based on policy values which do not depenthemtvestment performance of the separate
account; or

4.4.n.2. Otherwise, for any period during whicé New York Stock
Exchange is closed for trading (except for norngdiday closing) or when the Securities and
Exchange Commission has determined that a stamefgency exists which may make such
payment impractical;

4.4.0. If settlement options are provided, attleag option shall be provided on
a fixed basis only;

4.4.p. A description of the basis for computing tiash value and the surrender
value under the policy shall be included,;

4.4.q. Premiums or charges for incidental insugdrenefits shall be stated
separately;

4.4.r. Any other policy provision required by tinide;

4.4.s. Such other items as are currently requoetixed benefit life insurance
policies and are not inconsistent with this ruled a

4.4.t. A provision for nonforfeiture insurance béts. The insurer may establish
a reasonable minimum cash value below which anyonf@iture insurance options will not be
available.

4.5. Policy Loan Provisions. Every variable lifisurance policy, other than term
insurance policies and pure endowment policiewvededd or issued for delivery in this state shall
contain provisions which are not less favorabltheopolicyholder than a provision for policy
loans after the policy has been in force for twpf(@ years which provides the following:

4.5.a. At least seventy-five percent (75%) offibécy's cash surrender value
may be borrowed.

4.5.b. The amount borrowed shall bear intereatrate not to exceed that
permitted by state insurance law.

4.5.c. Any indebtedness shall be deducted fronptbeeeds payable on death.

4.5.d. Any indebtedness shall be deducted froncdisé surrender value upon
surrender or in determining any nonforfeiture banef

4.5.e. For scheduled premium policies, wheneweirttlebtedness exceeds the
cash surrender value, the insurer shall give nati@y intent to cancel the policy if the excess
indebtedness is not repaid within thirty-one (3ay<after the date of mailing of notice. For



flexible premium policies, whenever the total clemr@uthorized by the policy that are necessary
to keep the policy in force until the next followjipolicy processing day exceed the amounts
available under the policy to pay the chargespananust be sent to the policyholder containing
the information specified by subdivision ¢, subget®.1 of this rule.

4.5.f. The policy may provide that if, at any tinse long as premiums are duly
paid, the variable death benefit is less than ildkdnave been if no loan or withdrawal had ever
been made, the policyholder may increase the JVarddath benefit up to what it would have
been if there had been no loan or withdrawal byrgagn amount not exceeding one hundred ten
percent (110 %) of the corresponding increase sh #alue and by furnishing such evidence of
insurability as the insurer may request.

4.5.9. The policy may specify a reasonable mininamount that may be
borrowed at any time but the minimum may not applgny automatic premium loan provision.

4.5.h. No policy loan provision is required if thelicy is under extended
insurance nonforfeiture option.

4.5.i. The policy loan provisions shall be consted so that variable life
insurance policyholders who have not exercised pughisions are not disadvantaged by the
exercise thereof.

4.5.]. Amounts paid to the policyholders uponédercise of any policy loan
provision shall be withdrawn from the separate ant@and shall be returned to the separate
account upon repayment except that a stock insuagrprovide the amounts for policy loans
from the general account.

4.6. Other Policy Provisions. The following preran may in substance be included in a
variable life insurance policy or related form delied or issued for delivery in this state:

4.6.a. An exclusion for suicide within two (2) yeaf the issue date of the
policy; provided, however, that to the extent ad thcreased death benefits only, the policy may
provide an exclusion for suicide within two (2) yeaf any increase in death benefits which
result from an application of the owner subseqtetite policy issue date;

4.6.b. Incidental insurance benefits may be offene a fixed or variable basis;

4.6.c. Policies issued on a participating basal siffer to pay dividend amounts
in cash. In addition, such policies may offer fibklowing dividend options:

4.6.c.1. The amount of the dividend may be credagainst premium
payments;

4.6.c.2. The amount of the dividend may be appglegrovide amounts of
additional fixed or variable benefit life insurance



4.6.c.3. The amount of the dividend may be depdsit the general
account at a specified minimum rate of interest;

4.6.c.4. The amount of the dividend may be appghegrovide paid-up
amounts of fixed benefit one-year term insurance;

4.6.c.5. The amount of the dividend may be depdsas a variable
deposit in a separate account.

4.6.d. A provision allowing the policyholder teeet in writing in the application
for the policy or thereafter an automatic premiwan on a basis not less favorable than that
required of policy loans under subsection 4.5 of section, except that a restriction that no more
than two (2) consecutive premiums can be paid utiileprovision may be imposed,;

4.6.e. A provision allowing the policyholder to kegpartial withdrawals; and
4.6.f. Any other policy provision approved by iemmissioner.
8114-11D-5. ReserveLiabilitiesFor Variable Life Insurance.

5.1. Reserve Liabilities Under Standard Valuatiaw. Reserve liabilities for variable
life insurance policies shall be established uMieNa. Code 833-7-9 in accordance with
actuarial procedures that recognize the variabiereaf the benefits provided and any mortality
guarantees.

5.2. Reserve Liabilities for the Guaranteed MinimDeath Benefit. Reserve liabilities
for the guaranteed minimum death benefit shalhleer¢serve needed to provide for the
contingency of death occurring when the guarantedmum death benefit exceeds the death
benefit that would be paid in the absence of treraptee, and shall be maintained in the general
account of the insurer and may not be less thagrereter of the following minimum reserves:

5.2.a. The aggregate total of the term cost$)yif eovering a period of one full
year from the valuation date or, if less, covetimg period provided for in the guarantee not
otherwise provided for by the reserves held instiygarate account, on each variable life
insurance contract, assuming an immediate one-tl@pdeciation in the current value of the
assets in the separate account followed by a mesiment return equal to the assumed
investment rate; or

5.2.b. The aggregate total of the "attained agel'le@eserves on each variable life
insurance contract. The "attained age level" k&sen each variable life insurance contract may
not be less than zero and shall equal the "residse]jescribed in paragraph 1of this subdivision,
of the prior year's "attained age level" reservéhancontract, with any such "residue," increased
or decreased by a payment computed on an attageedasis as described in paragraph 2 of this
subdivision.



5.2.b.1. The "residue" of the prior year's "att@imge level" reserve on
each variable life insurance contract may not bs tean zero and shall be determined by adding
interest at the valuation interest rate to therprear's reserve, deducting the tabular claimsdase
on the "excess," if any, of the guaranteed minina@ath benefit over the death benefit that
would be payable in the absence of a guaranteegjiaitting the net result by the tabular
probability of survival. The "excess" referrednndhe preceding sentence shall be based on the
actual level of death benefits that would have beezifect during the preceding year in the
absence of the guarantee, taking appropriate atobtime reserve assumptions regarding the
distribution of death claim payments over the year.

5.2.b.2. The payment referred to in this paragsdil be computed so
that the present value of a level payment of thaiunt each year over the future period for
which charges for this risk will be collected untlee contract, is equal to (A) minus (B) minus
(C), where (A) is the present value of the futumargnteed minimum death benefits, (B) is the
present value of the future death benefits thatldvba payable in the absence of such guarantee,
and (C) is any "residue," as described in paragiaphthis subdivision, of the prior year's
"attained age level" reserve on such variableitiggirance contract. If no future charges for this
risk will be collected under the contract, the paptshall equal (A) minus (B) minus (C). The
amounts of the future death benefits referred {@)rshall be computed assuming a net
investment return of the separate account whichdifégr from the assumed investment rate or
the valuation interest but in no event may excaednaximum interest rate permitted for the
valuation of life contracts.

5.2.c. The valuation interest rate and mortaétylé¢ used in computing the two
minimum reserves described in subdivision a antithis subsection shall conform to
permissible standards for the valuation of lifeurace contracts. In determining such minimum
reserves, the company may employ suitable apprdaxanmsmand estimates, including but not
limited to groupings and averages.

5.3. Incidental Insurance Benefit. Reserve liaed for all fixed incidental insurance
benefits and any guarantees associated with varabidental insurance benefits shall be
maintained in the general account and reservditiabifor all variable aspects of the variable
incidental insurance benefits shall be maintaimea $eparate account, in amounts determined in
accordance with the actuarial procedures appr@ptiathe benefit.

114-11D-6. Separate Accounts.

6.1. The requirements of this section apply toestablishment and administration of
variable life insurance separate accounts by a dbenesurer.

6.2. Establishment and Administration of Sepafateounts. A domestic insurer issuing
variable life insurance shall establish one or ns@arate accounts pursuant to W. Va. Code
§33-13A-1.

6.2.a. The insurer may not without prior writtggpeoval of the Commissioner



employ in any material connection with the handlrigeparate account assets any person who:

6.2.a.1. Within the last ten (10) years has beawvicted of any felony or
a misdemeanor arising out of such person's condualving embezzlement, fraudulent
conversion, or misappropriation of funds or se@sibr involving violation of Sections 1341,
1342 or 1343 of Title 18, United States Code; or

6.2.a.2. Within the last ten (10) years has beand by any state
regulatory authority to have violated or has ackieoled violation of any provision of any state
insurance law involving fraud, deceit or knowingsnepresentation; or

6.2.a.3. Within the last ten (10) years has beand by federal or state
regulatory authorities to have violated or has agkedged violation of any provision of federal
or state securities laws involving fraud, deceikimowing misrepresentation.

6.2.b All persons with access to the cash, seesiyior other assets of the separate
account shall be under bond in the amount of rsst flkan $25,000.

6.2.c. The assets of separate accounts shalllbedvat least as often as variable
benefits are determined but in any event at leasitihy.

6.3. Amounts in the Separate Account. The inssitall maintain in each separate
account assets with a value at least equal tortredey of the valuation reserves for the variable
portion of the variable life insurance policiestloe benefit base for these policies.

6.4. Investments by the Separate Account.

6.4.a. No sale, exchange, or other transfer @tassay be made by an insurer or
any of its affiliates between any of its separaigoants or between any other investment account
and one or more of its separate accounts unless:

6.4.a.1. In case of transfer into a separate atcthe transfer is made
solely to establish the account or to support fheration of the policies with respect to the
separate account to which the transfer is made; and

6.4.a.2. The transfer, whether into or from a smeaaccount, is made by
a transfer of cash; but other assets may be traedfé approved by the Commissioner in
advance.

6.4.b. The separate account shall have sufficieninvestment income and
readily marketable assets to meet anticipated wathdls under policies funded by the account.

6.5. Limitations on Ownership.

6.5.a. A separate account may not purchase orvaeeacquire the securities of



an issuer, other than securities issued or guadrate to principal and interest by the United
States, if immediately after the purchase or adgumsthe value of the investment, together with
prior investments of the account in the securityed as required by these rules, would exceed
ten percent (10%) of the value of the assets o$éiparate account. The Commissioner may
waive this limitation in writing if the Commissionbelieves the waiver will not render the
operation of the separate account hazardous fouiblec or the policyholders in this state.

6.5.b. No separate account shall purchase orwieacquire the voting
securities of any issuer if as a result of the &stion the insurer and its separate accountsen th
aggregate, will own more than ten percent (10%heftotal issued and outstanding voting
securities of the issuer. The Commissioner mayevtiis limitation in writing if he or she
believes the waiver will not render the operatibthe separate account hazardous to the public
or the policyholders in this state or jeopardizeitidependent operation of the issuer of these
securities.

6.5.c. The percentage limitation specified in sulstbn a of this subsection may
not be construed to preclude the investment oafisets of separate accounts in shares of
investment companies registered pursuant to thestment Company Act of 1940 or other pools
of investment assets if the investments and investipolicies of such investment companies or
asset pools comply substantially with the provisiohsubsection 6.4 of this section and other
applicable portions of this rule.

6.6. Valuation of Separate Account Assets. Inuesits of the separate account shall be
valued at their market value on the date of vatumtor at amortized cost if it approximates
market value.

6.7. Separate Account Investment Policy. Thestment policy of a separate account
operated by a domestic insurer filed under subidinis, subsection 3.3 of this rule may not be
changed without first filing the change with then@uissioner.

6.7.a. Any change filed pursuant to this sectiwallde effective sixty (60) days
after the date it was filed with the Commissiongress the Commissioner notifies the insurer
before the end of the sixty-day period of his ardisapproval of the proposed change. At any
time the Commissioner may, after notice and putddaring, disapprove any change that has
become effective pursuant to this section.

6.7.b. The Commissioner may disapprove the chdrgeor she determines that
the change would be detrimental to the intereste@policyholders participating in the separate
accounts.

6.8. Charges Against Separate Account. The instnadl disclose in writing, prior to or
contemporaneously with delivery of the policy,dlarges that may be made against the separate
account, including, but not limited to, the follow

6.8.a. Taxes or reserves for taxes attributableviestment gains and income of



the separate account;

6.8.b. Actual cost of reasonable brokerage fedssamilar direct acquisition and
sale costs incurred in the purchase or sale ofagpaccount assets;

6.8.c. Actuarially determined costs of insurarted\lar costs) and the release of
separate account liabilities;

6.8.d. Charges for administrative expenses angsinvent management
expenses, including internal costs attributabliéinvestment management of assets of the
separate account;

6.8.e. A charge, at a rate specified in the ppfimymortality and expense
guarantees;

6.8.f. Any amounts in excess of those requirdgetteld in the separate
accounts; and

6.8.g. Charges for incidental insurance benefits.

6.9. Standards of Conduct. Every insurer seekppgyoval to enter into the variable life
insurance business in this state shall adopt mdbaction of its board of directors a written
statement specifying the standards of conducteofriburer, its officers, directors, employees and
affiliates with respect to the purchase or saleegstments of separate accounts. The standards
of conduct shall be binding on the insurer andeltosvhom it refers. A code or codes of ethics
meeting the requirements of Section 17j undernlkiedtment Company Act of 1940 and its
applicable rules and regulations shall satisfyptovisions of this section.

6.10. Conflicts of Interest. Rules under any @ion of the insurance laws of this state
or any regulation applicable to the officers anmectiors of insurance companies with respect to
conflicts of interest shall also apply to membédrarmy separate account's committee or other
similar body.

6.11. Investment Advisory Services to a SeparatmAnt.

6.11.a. Aninsurer may not enter into a contractan which any person
undertakes, for a fee, to regularly furnish investiradvice to such insurer with respect to its
separate accounts maintained for variable liferensce policies unless:

6.11.a.1. The person providing advice is registasean investment
adviser under the Investment Advice Act of 1940; or

6.11.a.2. The person providing advice is an imaest manager under the
Employee Retirement Income Security Act of 197hwéspect to the assets of each employee
benefit plan allocated to the separate account; or



6.11.a.3. The insurer has filed with the Commissiaand continues to
file annually the following information and statemt® concerning the proposed advisor:

6.11.a.3.A. The name and form of organizatiortesta
organization, and its principal place of business;

6.11.a.3.B. The names and addresses of its psyfécers,
directors and persons performing similar functionsf the investment advisory is an individual,
of the individual;

6.11.a.3.C. A written standard of conduct comgyim substance
with the requirements of subsection 6.7 of thigieaavhich has been adopted by the investment
advisor and is applicable to the investment adyis®officers, directors, and affiliates;

6.11.a.3.D. A statement provided by the proposkkar as to
whether the advisor or any person associated tlit@rew

6.11.a.3.D.1. Has been convicted within ten (E3ry of a
felony or misdemeanor arising out of the persoorglact as an employee, salesman, officer or
director of an insurance company, a banker, arram&e producer, a securities broker or an
investment advisor involving embezzlement, fraudut®nversion or misappropriation of funds
or securities, or involving the violation of Sect®1341, 1342, or 1343 of Title 18 of United
States Code;

6.11.a.3.D.2. Has been permanently or temporarily
enjoined by an order, judgment or decree of a afurbmpetent jurisdiction from acting as an
investment advisor, underwriter, broker or dealeigs an affiliated person or as an employee of
an investment company, bank or insurance comparfyom engaging in or continuing any
conduct or practice in connection with any suclvéagt

6.11.a.3.D.3. Has been found by federal or stjalatory
authorities to have willfully violated or have adwledged willful violation of any provision of
federal or state securities laws or state insurbaws or of any rule or regulation under these
laws; or

6.11.a.3.D.4. Has been censured, denied an ineastm
advisor registration, had a registration as anstiaent advisor revoked or suspended, or been
barred or suspended from being associated withvasiment advisor by order of federal or state
regulatory authorities; and

6.11.a.4. The investment advisory contract stalhbwriting and provide
that it may be terminated by the insurer withoutadgy to the insurer or the separate account
upon no more than sixty (60) days' written notéhie investment advisor.

6.11.b. The Commissioner may, after notice anddppity for hearing, by order



require the investment advisory contract to be iegied if the Commissioner deems continued
operation under the contract to be hazardous tpubé&c or the insurer's policyholders.

8114-11D-7. Information Furnished to Applicants.

7.1. Aninsurer delivering or issuing for delivemythis state a variable life insurance
policy shall deliver the following to the applicdot the policy, and obtain a written
acknowledgment of receipt from the applicant caleait with or prior to the execution of the
application. The requirements of this sectionldimldeemed to have been satisfied to the extent
that a disclosure containing information requirgdhos section is delivered, either in the form of
a prospectus included in the requirements of tloeng@ees Act of 1933 and which was declared
effective by the Securities and Exchange Commissioall information and reports required by
the Employee Retirement Income Security Act of 18Tde policies are exempted from the
registration requirements of the Securities Act@83 pursuant to Section 3(a)(2) thereof.

7.1.a. A summary explanation, in non-technicahterof the principal features of
the policy, including a description of the manmewmiich the variable benefits will reflect the
investment experience of the separate accountrenfdc¢tors that affect the variation. The
explanation shall include notices of the provisiequired by paragraph 5, subdivision a,
subsection 4.4 and subdivision f, subsection 4#isfrule;

7.1.b. A statement of the investment policy ofseparate account, including:

7.1.b.1. A description of the investment objectiv@ended for the
separate account and the principal types of inveistsnntended to be made; and

7.1.b.2. Any restrictions or limitations on themmar in which the
operations of the separate account are intended t@nducted;

7.1.c. A statement of the net investment returthefseparate account for each of
the last ten (10) years or such lesser periodeasdparate account has been in existence;

7.1.d. A statement of the charges levied aganesséparate account during the
previous year,

7.1.e. A summary of the method to be used in uglassets held by the separate
account;

7.1.f. A summary of the federal income tax aspettie policy applicable to the
insured, the policyholder and the beneficiary; and

7.1.9. lllustrations of benefits payable undervihgable life insurance contract.
The illustrations shall be prepared by the insaret may not include projections of past
investment experience into the future or attemptediictions of future investments experience,
provided that nothing contained herein prohibits okhypothetical assumed rates of return to



illustrate possible levels of benefits if it is neaclear that the assumed rates are hypothetical
only.

§114-11D-8. Applications.
8.1. The application for a variable life insurampadicy shall contain:

8.1.a. A prominent statement that the death bemaly be variable or fixed under
specified conditions;

8.1.b. A prominent statement that cash valuesin@agase or decrease in
accordance with the experience of the separateiat¢subject to any specified minimum
guarantees); and

8.1.c. Questions designed to elicit informatioat thnables the insurer to
determine the suitability of variable life insurarfor the applicant.

§114-11D-9. Annual Report to Policyholdersand Certificate Holders.

9.1. Aninsurer delivering or issuing for delivemythis state a variable life insurance
policy shall mail to each variable life insuranadigyholder at his or her last known address the
following reports:

9.1.a. Within thirty (30) days after each anniaeyof the policy, a statement or
statements of the cash surrender value, deathihesf partial withdrawal or policy loan, any
interest charge, any optional payments allowedyaunsto subsection 4.5 of this rule under the
policy computed as of the policy anniversary datewever, the statement may be furnished
within thirty (30) days after a specified date ack policy year so long as the information
contained therein is computed as of a date not thare sixty (60) days prior to the mailing of
the notice. This statement shall state that, ao@ance with the investment experience of the
separate account, the cash values and the vadabath benefit may increase or decrease, and
shall prominently identify any value described ghemwhich may be recomputed prior to the next
statement required by this section. If the pofiograntees that the variable death benefit on the
next policy anniversary date will not be less thavariable death benefit specified in the
statement, the statement shall be modified to dicate. For flexible premium policies, the
report shall contain a reconciliation of the chasgee the previous report in cash value and
cash surrender value, if different, because of magsnmade (less deductions for expense
charges), withdrawals, investment experience, arste charges and any other charges made
against the cash value. In addition, the repati sihhow the projected cash value and cash
surrender value, if different, as of one year fritv@ end of the period covered by the report
assuming that planned periodic premiums, if any,paid as scheduled; guaranteed costs of
insurance are deducted; and the net return is ¢égulaé guaranteed rate or, in the absence of a
guaranteed rate, is not greater than zero. Iptbgcted value is less than zero, a warning
message shall be included that states that theypoly be in danger of terminating without
value in the next twelve (12) months unless adadgi@remium is paid.



9.1.h. An annual statement or statements thatdiecl

9.1.b.1. A summary of the financial statementhef $eparate account
based on the last annual statement filed with th@@issioner;

9.1.b.2. The net investment return of the sepa@ateunt for the last year
and, for each year after the first, a comparisothefinvestment rate of the separate account
during the last year with the investment rate dypnor years, up to a total of not less than five
(5) years when available;

9.1.b.3. A list of investments held by the sepaeatcount as of a date not
earlier than the end of the last year for whictaanual statement was filed with the
Commissioner;

9.1.b.4. Any charges levied against the sepacateuat during the
previous year; and

9.1.b.5. A statement of any change, since theadgpsirt, in the investment
objective and orientation of the separate acconrany investment restriction or material
guantitative or qualitative investment requiremaoplicable to the separate account or in the
investment advisor of the separate account.

9.1.c. For flexible premium policies, a reportlsba sent to the policyholder if
the amounts available under the policy on any ggiiocessing day to pay the charges
authorized by the policy are less than the amoacéssary to keep the policy in force until the
next following policy processing day. The repdralsindicate the minimum payment required
under the terms of the policy to keep it in foroel $he length of the grace period for payment of
the amount.

§114-11D-10. Foreign Companies.

If the law or regulation in the place of domicilieaoforeign company provides a degree of
protection to the policyholders and the public isagubstantially similar to that provided by
these rules, the Commissioner to the extent deepgbpriate by the Commissioner in his or
her discretion, may consider compliance with saeh dr regulation as compliance with these
rules.



