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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 ZB3A-4.
1.3. Filing Date. --
1.4. Effective Date. --

8114-11D-2. Definitions.

2.1. "Affiliate" of an insurer means a persongdtty 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 grmamber of the immediate family of such
person.

2.2. "Assumed investment rate" means the ratevastment 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.
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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 exst{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 conto@ginot 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 amountefdguaranteed 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 wégtment return in a separate account to
be applied to the benefit base.

2.11. "Person” means an individual, corporati@mtrgership, 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, corporationneestip or other legal entity that is
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licensed by this state as a life insurance producer

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

2.15. "Separate account” means a separate acestabtished pursuant to W. Va. Code
833-13A-1 or pursuant to the corresponding seaifcdhe 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 varieoeting to the investment experience of any
separate account or accounts established and maithtay 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:

a. The insurer is licensed or organized to dearisurance business in this state;
b. The insurer has obtained the written approf/gh@® Commissioner for the
issuance of variable life insurance policies irs thtiate. The Commissioner shall grant written

approval only after the Commissioner has found that

1. The plan of operation for the issuance of \d@dfe insurance policies
is sound;

2. The general character, reputation and expeziehthe management
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and those persons or firms proposed to supply dmguinvestment, administrative or custodial
services to the insurer are such as to reasonably@competent operation of the variable life
insurance business of the insurer in this statg; an

3. The present and foreseeable future financiadlition of the insurer
and its method of operation in connection withidseiance of such policies is not likely to
render its operation hazardous to the public goalgcyholders in this state. The Commissioner
shall consider, among other things:

A. The history of operation and financial conditiof the insurer;

B. The qualifications, fitness, character, resgality, reputation
and experience of the officers and directors ahdrananagement of the insurer and those
persons or firms proposed to supply consultingestment, administrative or custodial services
to the insurer;

C. The applicable law and regulations under wiiehinsurer is
authorized in its state of domicile to issue vdadlie insurance policies. The state of entry of
an alien insurer shall be deemed its state of dtenfar this purpose; and

D. If the insurer is a subsidiary of, or is atitied by common
management or ownership with another companyeléionship to such other company and the
degree to which the requesting insurer, as wahasther 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:

a. Copies of and a general description of theatilife insurance policies it
intends to issue;

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

c. With respect to any separate account maintddgeth insurer for a variable
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life insurance policy, a statement of the investhpericy 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 investnpaticy shall include a description of the
investment objectives intended for the separatelat¢

d. A description of any investment advisory seegicontemplated as required by
subsection 6.9 of this rule;

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

f. Biographical data with respect to officers aebctors of the insurer on the
National Association of Insurance Commissionersiddm Biographical Data Form; and

g. A statement of the insurer's actuary describegmortality 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

Page 5



Title 114, Series 11D
Legidlative Rule
I nsurance Commissioner

consistent with this rule and any other applicdée or rules.
3.7. Reports to the Commissioner.

a. An insurer authorized to transact the businésariable life insurance in this
state shall submit to the Commissioner, in additmany other materials that may be required by
this rule or any other applicable laws or rules:

1. An annual statement of the business of itsrag@account or accounts
in such forms as may be prescribed by the NatiAsabciation of Insurance Commissioners;
and

2. Prior to the use in this state any informafiamished to applicants as
provided for in section 7 of this rule; and

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

4. Such additional information concerning its ahte life insurance
operations or its separate accounts as the Conuméssshall deem necessary.

b. Any material submitted to the Commissioner uridis section shall be
disapproved if it is found to be false, misleadidgg¢eptive or inaccurate in any material respect
and, if previously distributed, the Commissionealkrequire 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 tqgissval 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 unlésnforms 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.
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a. The procedures and requirements for filing aparoval shall be, to the extent
appropriate and not inconsistent with this rule, same as those otherwise applicable to other
life insurance policies.

b. The Commissioner may approve variable life iasae policies and related
forms with provisions the Commissioner deems toditdess 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.

a. Mortality and expense risks shall be borneneyinsurer. The mortality and
expense charges shall be subject to the maximwatesish the contract.

b. For scheduled premium policies, a minimum déathefit shall be provided in
an amount at least equal to the initial face amofithie policy so long as premiums are duly
paid (subject to the provisions of subsection 4.fhis section);

c. The policy shall reflect the investment expecie 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.

d. Each variable life insurance policy shall bedited with the full amount of the
net investment return applied to the benefit base.

e. Any changes in variable death benefits of abbe life insurance policy shall
be determined at least annually.

f. The cash value of each variable life insurgnalécy 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 deliveryakive 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 vatoghe 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
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assumed investment rate this demonstration shdlébed on the maximum interest rate
permitted under the Standard Nonforfeiture Lawe Tiethod 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.

g. The computation of values required for eaclewde life insurance policy may
be based upon such reasonable and necessary apatioxis 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:

a. The cover page or pages corresponding to ter page of each policy shall
contain:

1. A prominent statement in either contrastingpcok in bold-faced type
that the amount or duration of death benefit maydreble or fixed under specified conditions;

2. A prominent statement in either contrastingrcok in bold-faced type
that cash values may increase or decrease in @t dvith the experience of the separate
account subject to any specified minimum guarantees

3. A statement describing any minimum death béneduired pursuant to
subdivision b, subsection 4.3 of this section;

4. The method, or a reference to the policy piowisvhich describes the
method, for determining the amount of insuranceapbeyat death;

5. Every variable life insurance policy, certifiear contract issued to a
person in this state shall have the notice pronip@ninted 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 amasom; and

b. 1. For scheduled premium policies, a provismmaf grace period of not
less than thirty-one (31) days from the premium diate which shall provide that when the
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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.

2. For flexible premium policies, a provision #Bgrace period beginning
on the policy processing day when the total chaagisorized by the policy that are necessary to
keep the policy in force until the next policy pessing day exceed the amounts available under
the policy to pay such charges in accordance \uhteérms of the policy. The grace period shall
end on a date not less than sixty-one (61) dags tifé mailing date of the Report to
Policyholders required by subdivision ¢, subsecfidnof this rule.

3. The death benefit payable during the graceogemll equal the death
benefit in effect immediately prior to such perieds 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.

c. For scheduled premium policies, a provision tha policy will be reinstated
at any time within three (3) years from the dateefult upon the written application of the
insured and evidence of insurability, including ddwalth, satisfactory to the insurer, unless the
cash surrender value has been paid or the periedtefnded insurance has expired, upon the
payment of any outstanding indebtedness arisingesjuent to the end of the grace period
following the date of default together with accruettrest thereon to the date of reinstatement
and payment of an amount not exceeding the greater

1. All overdue premiums with interest at a ratéexceeding six percent
(6%) per annum compounded annually and any indaebssdin effect at the end of the grace
period following the date of default with inter@sdta rate not exceeding six percent (6%) per
annum compounded annually; or

2. One hundred ten percent (110%) of the incremsash value resulting
from reinstatement plus all overdue premiums fordantal insurance benefits with interest at a
rate not exceeding six percent (6%) per annum comged annually.

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

e. A provision designating the separate accoubétosed and stating that:

1. The assets of the separate account shall lilalzeao cover the
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liabilities of the general account of the insuraelydo 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.

2. The assets of the separate account shall bedrak least as often as
any policy benefits vary but at least monthly.

f. A provision specifying what documents consgttlte entire insurance contract
under state law;

g. A designation of the officers who are empowecethake 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;

h. An identification of the owner of the insurarm@mtract;

i. A provision setting forth conditions or requments as to the designation, or
change of designation, of a beneficiary and a gromifor disbursement of benefits in the
absence of a beneficiary designation;

J. A statement of any conditions or requiremermisaerning the assignment of the
policy;

k. A description of any adjustments in policy \eduto be made in the event of
misstatement of age or sex of the insured;

[. A provision that the policy shall be incontest¢aly the insurer after it has been
in force for two (2) years during the lifetime bktinsured. However, any increase in the amount
of the policy's death benefits subsequent to thieypissue date, which occurred upon a new
application or request of the owner and was sulbgesatisfactory 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;

m. A provision stating that the investment poléthe separate account may not
be changed without the approval of the insurancenaissioner of the state of domicile of the
insurer, and that the approval process is on fite the Commissioner;

n. A provision that payment of variable death figné excess of any minimum
death benefits, cash values, policy loans or pavitadrawals (except when used to pay
premiums) or partial surrenders may be deferred:
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1. For up to six (6) months from the date of rexjuié the payments are
based on policy values which do not depend onrtxestment performance of the separate
account; or

2. Otherwise, for any period during which the Néark Stock Exchange
is closed for trading (except for normal holidagsthg) or when the Securities and Exchange
Commission has determined that a state of emerg®asts which may make such payment
impractical,

0. If settlement options are provided, at least option shall be provided on a
fixed basis only;

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

g. Premiums or charges for incidental insurancesfies shall be stated
separately;

r. Any other policy provision required by this eyl

S. Such other items as are currently requiredixed benefit life insurance
policies and are not inconsistent with this ruled a

t. A provision for nonforfeiture insurance bengfifThe insurer may establish a
reasonable minimum cash value below which any négifare insurance options will not be
available.

4.5. Policy Loan Provisions. Every variable lifisurance policy, other than term
insurance policies and pure endowment policiewvederdd 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:

a. At least seventy-five percent (75%) of the @adi cash surrender value may be
borrowed.

b. The amount borrowed shall bear interest atearrat to exceed that permitted
by state insurance law.

c. Any indebtedness shall be deducted from theqads payable on death.
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d. Anyindebtedness shall be deducted from thle sagender value upon
surrender or in determining any nonforfeiture banef

e. For scheduled premium policies, whenever tdebtedness exceeds the cash
surrender value, the insurer shall give noticenyfiatent to cancel the policy if the excess
indebtedness is not repaid within thirty-one (3ay<lafter 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 ¢, subset®.1 of this rule.

f. The policy may provide that if, at any time,lsag as premiums are duly paid,
the variable death benefit is less than it wouldehaeen if no loan or withdrawal had ever been
made, the policyholder may increase the variabé&thdieenefit up to what it would have been if
there had been no loan or withdrawal by payingraaumt 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.

g. The policy may specify a reasonable minimum am¢hat may be borrowed
at any time but the minimum may not apply to anpmatic premium loan provision.

h. No policy loan provision is required if the pglis under extended insurance
nonforfeiture option.

i. The policy loan provisions shall be constructedhat variable life insurance
policyholders who have not exercised such provisene not disadvantaged by the exercise
thereof.

J. Amounts paid to the policyholders upon the eiger 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:

a. An exclusion for suicide within two (2) yearfstloe issue date of the policy;
provided, however, that to the extent of the inseeldeath benefits only, the policy may provide
an exclusion for suicide within two (2) years of/amcrease in death benefits which result from
an application of the owner subsequent to the padsue date;
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b. Incidental insurance benefits may be offere@ éred or variable basis;

c. Policies issued on a participating basis sifédr to pay dividend amounts in
cash. In addition, such policies may offer théofwing dividend options:

1. The amount of the dividend may be creditedregggremium
payments;

2. The amount of the dividend may be applied twiole amounts of
additional fixed or variable benefit life insurance

3. The amount of the dividend may be depositdtiergeneral account at
a specified minimum rate of interest;

4. The amount of the dividend may be applied twigle paid-up amounts
of fixed benefit one-year term insurance,

5. The amount of the dividend may be depositesl\ziable deposit in a
separate account.

d. A provision allowing the policyholder to elentwriting in the application for
the policy or thereafter an automatic premium loara 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,;

e. A provision allowing the policyholder to makarial withdrawals; and
f. Any other policy provision approved by the Comasmoner.
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 MinnmDeath 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 treaptee, and shall be maintained in the general
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account of the insurer and may not be less thagreeter of the following minimum reserves:

a. The aggregate total of the term costs, if aayering a period of one full year
from the valuation date or, if less, covering tleeipd provided for in the guarantee not otherwise
provided for by the reserves held in the sepam@ateunt, on each variable life insurance contract,
assuming an immediate one-third depreciation irctheent value of the assets in the separate
account followed by a net investment return eqoidhé assumed investment rate; or

b. The aggregate total of the "attained age lenesérves 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.

1. The "residue” of the prior year's "attained kyel" reserve on each
variable life insurance contract may not be less trero 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.

2. The payment referred to in this paragraph sfettomputed so that the
present value of a level payment of that amount gaar over the future period for which
charges for this risk will be collected under tloatract, is equal to (A) minus (B) minus (C),
where (A) is the present value of the future guimeh 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 excaedwaximum interest rate permitted for the
valuation of life contracts.

c. The valuation interest rate and mortality taided in computing the two
minimum reserves described in subdivision a antithis subsection shall conform to
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permissible standards for the valuation of lifeurace contracts. In determining such minimum
reserves, the company may employ suitable apprdixanmsmand 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.

a. The insurer may not without prior written apgiof the Commissioner
employ in any material connection with the handlrigeparate account assets any person who:

1. Within the last ten (10) years has been coaticf any felony or a
misdemeanor arising out of such person's conduotuing 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

2. Within the last ten (10) years has been foundny state regulatory
authority to have violated or has acknowledgedatioh of any provision of any state insurance
law involving fraud, deceit or knowing misrepressitn; or

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

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

c. The assets of separate accounts shall be vatledst as often as variable
benefits are determined but in any event at leasitihy.
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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 policiestioe benefit base for these policies.

6.4. Investments by the Separate Account.

a. No sale, exchange, or other transfer of agsaysbe made by an insurer or any
of its affiliates between any of its separate aot®or between any other investment account and
one or more of its separate accounts unless:

1. In case of transfer into a separate accouatréimsfer is made solely to
establish the account or to support the operatidheopolicies with respect to the separate
account to which the transfer is made; and

2. The transfer, whether into or from a separat®ant, is made by a
transfer of cash; but other assets may be traesf@rapproved by the Commissioner in advance.

b. The separate account shall have sufficieninvestment income and readily
marketable assets to meet anticipated withdrawadsupolicies funded by the account.

6.5. Limitations on Ownership.

a. A separate account may not purchase or otheaeiguire the securities of an
issuer, other than securities issued or guararaeea principal and interest by the United States,
if immediately after the purchase or acquisitioa H¥ialue of the investment, together with prior
investments of the account in the security valuereguired by these rules, would exceed ten
percent (10%) of the value of the assets of thars¢g account. The Commissioner may waive
this limitation in writing if the Commissioner belies the waiver will not render the operation of
the separate account hazardous to the public gralgyholders in this state.

b. No separate account shall purchase or otheatiggire the voting securities
of any issuer if as a result of the acquisitionitisairer and its separate accounts in the aggregate
will own more than ten percent (10%) of the tossiied and outstanding voting securities of the
issuer. The Commissioner may waive this limitaiiomriting if he or she believes the waiver
will not render the operation of the separate aotbazardous to the public or the policyholders
in this state or jeopardize the independent operaif the issuer of these securities.

c. The percentage limitation specified in subdonsa of this subsection may not
be construed to preclude the investment of thess$separate accounts in shares of investment
companies registered pursuant to the Investmentp@oynAct of 1940 or other pools of
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investment assets if the investments and investpw@ities 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.

a. Any change filed pursuant to this section sbaléffective sixty (60) days after
the date it was filed with the Commissioner, unkkesCommissioner notifies the insurer before
the end of the sixty-day period of his or her disapal of the proposed change. At any time the
Commissioner may, after notice and public heardiggpprove any change that has become
effective pursuant to this section.

b. The Commissioner may disapprove the change drlshe determines that the
change would be detrimental to the interests opthieyholders 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:

a. Taxes or reserves for taxes attributable testmaent gains and income of the
separate account;

b. Actual cost of reasonable brokerage fees antliesidirect acquisition and sale
costs incurred in the purchase or sale of sepacateunt assets;

c. Actuarially determined costs of insurance (taboosts) and the release of
separate account liabilities;

d. Charges for administrative expenses and invagtmanagement expenses,
including internal costs attributable to the invesht management of assets of the separate
account;

e. A charge, at a rate specified in the policynortality and expense

Page 17



Title 114, Series 11D
Legidlative Rule
I nsurance Commissioner

guarantees;

f. Any amounts in excess of those required toddd m the separate accounts;
and

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 lmdbaction 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 salmegstments 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 membédramy separate account's committee or other
similar body.

6.11. Investment Advisory Services to a SeparatAnt.
a. An insurer may not enter into a contract undach any person undertakes,
for a fee, to regularly furnish investment advigestich insurer with respect to its separate

accounts maintained for variable life insuranceques unless:

1. The person providing advice is registered asaestment adviser
under the Investment Advice Act of 1940; or

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

3. The insurer has filed with the Commissioner emltinues to file
annually the following information and statemerds@erning the proposed advisor:

A. The name and form of organization, state ofaigation, and
its principal place of business;

B. The names and addresses of its partners, fidgectors and
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persons performing similar functions or, if theestment advisory is an individual, of the
individual;

C. A written standard of conduct complying in gabse with the
requirements of subsection 6.7 of this section twhias been adopted by the investment advisor
and is applicable to the investment advisor, if&efs, directors, and affiliates;

D. A statement provided by the proposed advisao aghether the
advisor or any person associated therewith:

1. Has been convicted within ten (10) years adlarfy or
misdemeanor arising out of the person's conduahasmployee, salesman, officer or director of
an insurance company, a banker, an insurance pegdusecurities broker or an investment
advisor involving embezzlement, fraudulent convarsar misappropriation of funds or
securities, or involving the violation of Sectioh341, 1342, or 1343 of Title 18 of United States
Code;

2. Has been permanently or temporarily enjoinedrby
order, judgment or decree of a court of competamddiction from acting as an investment
advisor, underwriter, broker or dealer, or as diiatd person or as an employee of an
investment company, bank or insurance companypar €ngaging in or continuing any conduct
or practice in connection with any such activity;

3. Has been found by federal or state regulatotiyaities
to have willfully violated or have acknowledged Wul violation of any provision of federal or
state securities laws or state insurance laws anyfule or regulation under these laws; or

4. Has been censured, denied an investment advisor
registration, had a registration as an investmewisar revoked or suspended, or been barred or
suspended from being associated with an investaddnsor by order of federal or state
regulatory authorities; and

4. The investment advisory contract shall be iitimg and provide that it
may be terminated by the insurer without penalthinsurer or the separate account upon no
more than sixty (60) days' written notice to theeistment advisor.

b. The Commissioner may, after notice and oppdstdior 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.
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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 tloen@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.

a. A summary explanation, in non-technical terafighe principal features of the
policy, including a description of the manner inig¥hthe 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;

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

1. A description of the investment objectives muted for the separate
account and the principal types of investmentaiaiel to be made; and

2. Any restrictions or limitations on the mannemihich the operations of
the separate account are intended to be conducted;

c. A statement of the net investment return ofstiygarate account for each of the
last ten (10) years or such lesser period as therae account has been in existence;

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

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

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

g. lllustrations of benefits payable under thaalale life insurance contract. The
illustrations shall be prepared by the insurer @&y not include projections of past investment
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experience into the future or attempted predictmifsiture investments experience, provided
that nothing contained herein prohibits use of hiyptical assumed rates of return to illustrate
possible levels of benefits if it is made cleart th& assumed rates are hypothetical only.

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

a. A prominent statement that the death benefyt loeavariable or fixed under
specified conditions;

b. A prominent statement that cash values magase or decrease in accordance
with the experience of the separate account (sutgeany specified minimum guarantees); and

c. Questions designed to elicit information thaaldes the insurer to determine
the suitability of variable life insurance for thpplicant.

§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 insurana#igyholder at his or her last known address the
following reports:

a. Within thirty (30) days after each anniversafryhe policy, a statement or
statements of the cash surrender value, deathihexsf 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@tance with the investment experience of the
separate account, the cash values and the vadahath 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 thi@nvariable 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
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assuming that planned periodic premiums, if any,paid as scheduled; guaranteed costs of
insurance are deducted; and the net return is ¢égula¢ 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 adagi@remium is paid.

b. An annual statement or statements that include:

1. A summary of the financial statement of theasafe account based on
the last annual statement filed with the Commissipn

2. The net investment return of the separate axtdouthe last year and,
for each year after the first, a comparison ofitivestment rate of the separate account during
the last year with the investment rate during pyemars, up to a total of not less than five (5)
years when available;

3. Alist of investments held by the separate antas of a date not
earlier than the end of the last year for whictaanual statement was filed with the
Commissioner;

4. Any charges levied against the separate acchuirtg the previous
year; and

5. A statement of any change, since the last tejpothe investment
objective and orientation of the separate acconrany investment restriction or material
guantitative or qualitative investment requiremapoplicable to the separate account or in the
investment advisor of the separate account.

c. For flexible premium policies, a report shaldent to the policyholder if the
amounts available under the policy on any poli@cpssing day to pay the charges authorized by
the policy are less than the amount necessaryetp #e policy in force until the next following
policy processing day. The report shall indichte minimum payment required under the terms
of the policy to keep it in force and the lengthtog 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 deapgbpriate by the Commissioner in his or
her discretion, may consider compliance with saeh dr regulation as compliance with these
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rules.
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