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2. If, in the opinion of the United States Trade Representative, a mutually 
acceptable resolution of this issue has been reached with the EEC, he shall so 
advise the President, together with a recommendation concerning the modifi­
cation or termination of this action. A decision by the President to modify or 
terminate this action shall be published in the Federal Register.

3. This proclamation shall be effective with respect to articles entered, or 
withdrawn from warehouse for consumption, on or after the date which is 15 
days after the date on which this proclamation is signed.

IN WITNESS WHEREOF, I have hereunto set my hand this 21st day of June, in 
the year of our Lord nineteen hundred and eighty-five, and of the Independ­
ence of the United States of America the two hundred and ninth.

[FR Doc. 85-15380 

Filed 6-24-85; 10:49 am] 

Billing code 3195-01-M
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This section of the FEDERAL REGfSTER 
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general applicability and legal effect, most 
of which are keyed to and codified in 
the Code of Federal Regulations, which is 
published under 50 titles pursuant to 44 
U.S.C. 1510.
The Code of Federal Regulations is sold 
by the Superintendent of Documents.
Prices of new books are listed in the 
first FEDERAL REGISTER issue of each 
week.

DEPARTMENT OF COMMERCE

International Trade Administration

15 CFR Part 377

[Docket No. 50698-5098J

Exports of Crude Oil to Canada for 
Consumption or Use Therein

agency: International Trade 
Administration, Commerce.
action: Final rule.

SUMMARY: On June 1 4 ,1 9 8 5 , President Reagan determined that crude oil exports to Canada are in the national interest and made the necessary findings under the Energy Policy and Conservation Act, the Mineral Lands Leasing Act, and the Outer Continental Shelf Lands Act to permit.exports to Canada of crude oil subject to those statutory restrictions (50 FR 25189, June 
18,1985). To implement this determination, Part 377 of the Export Administration Regulations is being revised to permit crude oil exports to Canada for consumption or use therein, provided that it was not transported via the Trans-Alaska Pipeline and was not produced from Naval Petroleum Reserves.
effective d a t e : June 25,1985.
for further in f o r m a t io n  c o n t a c t : Rodney A. Joseph, Acting Manager,Short Supply Program, Room 3876,Office of Industrial Resource Administration, U.S. Department of Commerce, Washington, DC 20230, Telephone: 2 0 2 /3 7 7 -3 9 8 4 .

SUPPLEMENTARY INFORMATION:

Rulemaking Requirements
1. Since this rule pertains to a foreign affairs function of the* United States, the proposed rulemaking procedures and the delay in effective date required under

the Administrative Procedures Act are 
inapplicable.

2. This rule contains a collection of 
information requirement subject to the 
Paperwork Reduction Act of 1980, 44 
U.S.C. 3501 et seq. The collection of this 
information has been approved by the 
Office of Management and Budget (OMB 
control number 0625-0001).

3. This rule is not subject to the 
requirements of the Regulatory 
Flexibility Act, 5 U.S.C. 601 et seq. 
because a notice of proposed 
rulemaking is not required to be 
published. Accordingly, no initial or 
final Regulatory Flexibility Analysis has 
or will be prepared.

4. Since this rule pertains to a foreign 
affairs function, it is not a rule within 
the meaning of section 1(a) of Executive 
Order 12291 (46 FR 13193, February 19, 
1981), “Federal Regulation.”

Therefore, this regulation is issued in 
final form. Although there is no formal 
comment period, public comments on 
this regulation are welcome on a 
continuing basis.

List of Subjects in 15 CFR Part 377
Exports.

PART 377—SHORT SUPPLY 
CONTROLS AND MONITORING

1. The authority citation for Part 377 is 
revised to read as follows:

Authority: Secs. 203, 206, Pub. L. 95-223, as 
amended (50 U.S.C. 1702,1704); E .0 .12470 of 
March 30,1984 (49 FR 13099, April 3,1984); 
Presidential Notice of March 28,1985 (50 FR 
12513, March 29,1985); Sec. 103, Pub. L. 94- 
163, as amended, (42 U.S.C. 6212); Sec. 28,
Pub. L .93-153, (30 U.S.C. 185); Sec. 28, Pub. L. 
95-372, (43 U.S.C. 1354); E .O .11912 of April 3, 
1976 (41 FR 15825, as amended); and 
Presidential Findings (50 FR 25189, June 18, 
1985)

2. Accordingly, the Export 
Administration Regulations (15 CFR Part 
368-399) are amended by adding
§ 377.6(d)(l)(viii) as follows:

§ 377.6 Petroleum and petroleum  
products.
Hr * * * *

(d)* * *
(1) * * *
(viii) Exports to Canada fo r  

consumption or use therein . The Group 
A commodity was not produced from 
the Naval Petroleum Reserves and was 
not and will not be transported by 
pipeline over rights-of-way granted 
pursuant to Sec. 203 of the Trans-Alaska
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Pipeline Authorization Act and is being 
exported to Canada for consumption or 
use therein.
*  *  i t  ■ h  i t

Issued: June 20,1985.
William T. Archey,
Acting A ssistantSecretary fo r  Trade 
Administration.
[FR Doc. 85-15284 Filed 6-24-85; 8:45 amj 
BILLING CODE 3510-25-M

SECURITIES AND EXCHANGE 
COMMISSION

17 CFR Parts 230,239,270, and 274

[Release Nos. 33-6588; IC-14575; File No. 
S7-1007]

Registration Forms for Insurance 
Company Separate Accounts That 
Offer Variable Annuity Contracts

a g e n c y : Securities and Exchange 
Commission.
ACTION: Adoption of forms, rule 
amendments, and publication of 
guidelines.

SUMMARY: The Commission is adopting:
(1) Form N-3, a new registration form for 
certain separate accounts registered 
under the Investment Company Act of 
1940 as management investment 
companies, and certain other separate 
accounts; (2) Form N-4, a registration 
form for certain separate accounts 
registered under the Investment 
Company Act of 1940 as unit investment 
trusts, and certain other separate 
accounts; and (3) related rule 
amendments. The Commission is also 
publishing staff guidelines for the 
preparation of Forms N-3 and N-4. The 
Commission is adopting the foregoing to 
integrate and codify disclosure 
requirements for insurance company 
separate accounts that offer variable 
annuity contracts and to shorten and 
simplify the prospectus provided to 
investors, while making more extensive 
information available for those who 
request it. Separate accounts will be 
permitted to use existing registration 
forms during a transition period of 
approximately one year.
DATE: The amended rules will be 
effective July 25,1985. The new forms 
and guidelines will be available for 
registration of separate accounts and for
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filing of post-effective amendments by 
separate accounts July 25,1985.
FOR FURTHER INFORMATION CONTACT: 
Thomas E. Neal, Assistant Chief, (202) 
272-2061, Brian M. Kaplowitz, Special 
Counsel, (202) 272-2061, or Jeffrey S. 
Puretz, Attorney, (202) 272-3010, Office 
of Insurance Products and Legal 
Compliance, Division of Investment 
Management, Securities and Exchange 
Commission, 450 5th Street NW„ 
Washington, D.C. 20549.
SUPPLEMENTARY INFORMATION: The 
Commission today is adopting the 
following:

(1) Form N-3, a registration form that 
will replace Form N -l (17 CFR 239.15, 
274.11) under the Securities Act of 1933 
(15 U.S.C. 77a et seq .) (the "1933 Act”) 
and the Investment Company Act of 
1940 (15 U.S.C. 80a-l, et seq.) (the “1940 
Act"), for use by separate accounts that 
offer variable annuity contracts and that 
aré organized as management 
investment companies under the 1940 
Act, and Form S - l  under the 1933 Act 
for use by certain separate accounts that 
offer variable annuity contracts but 
which are not registered investment 
companies (collectively, “management 
accounts”). Form N-3 is in three parts:
(i) Part A is the prospectus required by 
section 10(a) of the 1933 Act (15 U.S.C. 
77j(a)), (ii) Part B is the “Statement of 
Additional Information", which contains 
additional information that must be 
provided upon request, and (iii) Part C 
contains other information that is 
required for the registration statement. 
The text of Form N-3 is Appendix A to 
this release.

(2) Form N^l, a registration fornj that 
will replace Form S-6 (17 CFR 239.16) 
under the 1933 Act and Form N-8B-2 (17 
CFR 274.12) under the 1940 Act for use 
by separate accounts that offer variable 
annuity contracts and are organized as 
unit investment trusts under the 1940 
Act, and Form S - l  under the 1933 Act 
for use by certain separate accounts that 
offer variable annuity contracts but 
which are not registered investment 
companies (collectively “trust 
accounts”). Form N-4 has the same 
three-part format as Form N-3. The text 
of Form N-4 is Appendix B to this 
release.

(3) Amendments to the following rules 
of Regulation C under the 1933 Act: rule 
482 (17 CFR 230.482), 486 (17 CFR 
230.486), 495 (17 CFR 230.495), 496 (17 
CFR 230.496), and 497 (17 CFR 230.497). 
Rule 486 is amended to reflect the three- 
part format of Forms N-3 and N-4 and 
to permit all registrants that use Forms 
N-3 and N-4 to use the procedures 
provided in that rule. Rules 482, 495, 496, 
and 497 are amended to add Forms N-3

and N-4 to the registration forms 
specified in those rules.

(4) Amendments to the following rules 
under the 1940 Act: Rule 8 b - ll  (17 CFR 
270.8b-ll), 8b-12 (17 CFR 8b-12), and 
30d-l (17 CFR 270.30d-l). Rules 8 b - ll 
and 8b-12 are amended to add Forms N- 
3 and N-4 to the registration forms 
specified in those rules, and rule 30d-l 
is amended to add an item of Form N-3 
to the items specified in that rule.

The Commission is not amending 
Form N -l A (17, CFR 239.15A, 274.11A), 
the registration form for open-end 
investment companies, as it had 
proposed. Amendment to Form N-1A 
was proposed in connection with a 
requirement to disclose yield quotations 
by money market portfolio companies 
underlying trust accounts using Form N- 
4. The proposed yield disclosure for 
Form N-4 has not been adopted, and' 
this change has obviated the need to 
amend Form N-1A. Further, the 
Commission is not rescinding rule 22d-2 
under the 1940 Act (17 CFR 270.22d-2), 
which permits separate accounts 
offering variable annuity contracts to 
establish variations in their sales loads 
and administrative charges. When the 
Commission adopted rule 22d-l in 
February of 1985, it requested comment 
on whether rule 22d-2 should be 
rescinded.

The Commission is also publishing 
staff guidelines for the preparation of 
Forms N-3 and N-4, which are 
Appendixes C and D to this release, 
respectively.
Background and Purpose

On December 23,1983, the 
Commission proposed for comment two 
new forms for registration of insurance 
company separate accounts that offer 
variable annuity contracts (“separate 
accounts”).1 The Commission stated it 
wished to extend the use of a simplified 
prospectus, as first developed for mutual 
funds with the adoption of Form N -l A,2 
to the separate accounts.3

, 1 Investment Company Act Release No. 13689 49 
FR 614 (January 5,1984). After publication of the 
release, the Commission twice extended the period 
for public comment in response to requests from an 
interested party. Investment Company Act Release 
Nos. 13800 (February 29,1984) (49 FR 8626 (March 8, 
1984)) and 13947 (May 17.1984) 49 FR 21938 (May 24. 
1984).

2 The Commission adopted Form N -l A for use by 
open-end investment companies other than separate 
accounts of insurance companies. Investment 
Company Act Release No. 13436 (August 12,1983)
[48 FR 37928 (August 22,1983)].

3 Separate account is defined in section 2(a)(37) of 
the 1940 Act (15 U.S.C. 80a-2(a)(37)) to mean:

An account established and maintained by an 
insurance company . . . under which income, gains 
and losses, whether or not realized, from assets 
allocated to such account, are, in accordance with 
the applicable contract, credited to or charged

The Commission, in the proposing 
release, expressed the belief that Forms 
N-3 and N-4 would provide significant 
benefits for separate account registrants 
and investors, including integrating the 
reporting and disclosure requirements 
under both the 1933 Act and the 1940 
Act into one form and codifying 
disclosure standards that the staff has 
developed for the separate accounts. By 
adopting the format of Form N-1A, the 
forms would also permit shorter and 
simpler prospectuses.

Commentators generally supported 
adoption of the proposed forms, 
although they suggested some changes 
and clarification. The Commission has 
made several changes in response to the 
comments, and the Commission is 
hereby adopting Forms N-3 and N-4 and 
certain related rule amendments, as well 
as publishing staff guidelines to both 
forms.

Forms N-3 and N-4—An Overview

Both Forms N-3 and N-4 contain three 
parts. The first part of each is a 
simplified prospectus that meets the 
requirements of section 10(a) under the 
1933 Act and whose delivery satisfies 
the prospectus delivery requirements of 
section 5(b)(2) under the 1933 Act (15 
U.S.C. 77e(b)(2)). The prospectus will 
contain a concise presentation of 
material information about the separate 
account and the variable annuity 
contracts. The second part is the 
Statement of Additional Information, 
which will be available to prospective 
purchasers upon request and without 
charge. The Statement of Additional 
Information will contain more detailed 
discussions of matters required to be in 
the prospectus, as well as other 
information that might interest some 
investors. The third part of each form 
consists of other information generally 
required only in the registration 
statement.4

Discussion of Comments
The Commission received seven 

comment letters on the proposing 
release.5 All of the commentators

against such account without regard to other 
income, gains, or losses of the insurance company.

4 For a discussion of how this three-part format is 
designed to achieve the goal of prospectus 
simplification, see the adopting release of Form N- 
1A, supra note 2.

5 Three of the commentators were law firms, two 
were insurance companies, one was a trade 
association representing insurance companies,'any­
one was a consultant to insurance companies. Over 
250 comments were included in the comment letters.
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supported the concept of providing a 
registration form specifically for 
separate accounts that offer variable 
annuities. Most stated that they support 
adoption of the concept of a simplified 
prospectus, as first developed in Form 
N-lA, for the separate accounts. The 
commentators offered a substantial 
number o f specific comments and 
suggestions on the proposed forms and 
guidelines. In response to the comments, 
several changes have been made.

Many of the specific comments 
received are discussed below. The first 
section of the following discussion 
focuses on the major issues raised by 
the commentators. It is followed by a 
discussion of comments on specific 
items of Form N-3 and Form N-4. A 
final section presents the views of the 
Division of Investment Management on 
comments relating to the guidelines to 
the forms. Readers should see the 
proposing release for a more complete 
explanation of the proposed forms.
Financial Information

In its proposing release, the 
Commission requested comment on 
presentation of financial information in 
Forms N -3 and N-4. The Commission 
proposed that the prospectus for both 
[management and trust accounts contain 
condensed financial information of the 
separate account and that the Statement 
of Additional Information contain other 
financial information including complete 
financial statements of the separate 
account. The Statement of Additional 
Information would also contain a two- 
year comparative balance sheet of the 
insurance company that sponsors the 
separate account. The remainder of the 
insurance company’s financial 
statements could be placed in Part C, 
rather than in Part B, if they were made 
available to investors upon request and 
without charge.

Five commentators addressed the 
proposed presentation of the sponsoring 
insurance company’s financial 
statements. These commentators 
approved the principle of placing these 
financial statements in the Statement of Additional Information and in Part C, 
pather than in the prospectus. However, 
lone commentator asserted that the 
insurer’s financial statements should not 
be required at all, arguing that they 
[would diminish the significance of the 
separate account’s financial 
Information. Another commentator 
asserted that the purpose of the 
sponsor’s financial statements is to 
show its long-term solvency, and that 
since the comparative balance sheets 
are sufficient for this purpose, the 
Remainder of the financial statements, as 
proposed for Part C, need not be
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disclosed. The Commission is adopting 
the requirements on presentation of 
financial information as proposed. As 
stated in the proposing release, variable 
annuity contractowners or annuitants 
may not have the same interest in the 
sponsoring insurance company as they 
have in the separate account; however, 
they look to the sponsoring insurance 
company to assure annuity payments, 
and the insurance company’s financial 
information should be available to them. 
Placement of the financial statements in 
the Statement of Additional Information 
and Part C of the registration forms 
ensures that they will be available to 
interested investors, while relieving 
registrants and insurance companies of 
a substantial disclosure cost.

One of the commentators objected to 
the proposal to make the insurance 
company’s financial statements in Part 
C available to investors upon request, 
asserting that only information in the 
Statement of Additional Information 
should be available. The Commission 
proposed this information for Part C 
instead of the Statement of Additional 
Information to reduce the disclosure 
burden for insurance companies, and the 
Commission is retaining the format as 
proposed.6 However, like the N-lA, the 
instructions for Forms N-3 and N-4 
prescribe minimal requirements for each 
part,7 and registrants are free to include 
additional information in the prospectus 
and the Statement of Additional 
Information, so long as it does not 
impede understanding of the required 
information. This principle is stated in 
the general instructions of each form as 
adopted. Accordingly, a registrant that 
does not wish to make any section of 
Part C available to investors may place 
the sponsoring insurance company’s 
financial statements in the Statement of 
Additional Information.

The Commission requested comment 
on whether stock life insurance 
companies that prepare financial 
statements in accordance with generally 
accepted accounting principles 
(“GAAP”) solely for inclusion in a 
separate account registration statement 
should instead be permitted to use 
financial statements prepared in 
accordance with applicable statutory

* Under current requirements, separate account 
prospectuses must contain full financial statements 
of both the separate account and the sponsoring 
insurance company, and condensed financial 
information for a management account.

In Forms N -3 and N-4, the only portion of Part C 
that must be made available to investors upon 
request is the insurance company’s financial 
statements therein.

7 See adopting release of Form N-lA, note 2, 
supra.

/  Rules and Regulations 26147

accounting requirements.8 Three 
commentators favored permitting the 
use of statutory financial statements, 
one of which advocated their use for all 
stock life insurance companies; one 
commentator favored GAAP for all 
financial statements. Two of the 
commentators favoring statutory 
financial statements said that they 
present a more conservative view of an 
insurance company’s financial position 
and are more appropriate than GAAP 
financial statements to show solvency.
In the forms as adopted, the Commission 
will permit the use of statutory financial 
statements by life insurance companies 
that would be required to prepare GAAP 
financial statements solely for inclusion 
in a separate account registration 
statement.9

In the proposing release, comment 
was requested on whether other 
information on the financial condition of 
the sponsoring insurance company 
should be included in the prospectus, 
such as ratings on the stability of 
insurance companies assigned by a 
private rating service. Two 
commentators opposed inclusion of this 
information, one asserting that these 
ratings serve a different function and 
provide different information than 
securities ratings. The Commission has 
determined not to require this other 
information.

Sim plified Prospectus
Several commentators asserted that 

the proposed forms did not effectively 
simplify the prospectus in many 
respects, and offered many specific 
recommendations that information 
proposed for the prospectus instead be 
placed in the Statement of Additional 
Information, Some of these

‘ Mutual life insurance companies and their 
wholly-owned stock insurance company 
subsidiaries are currently permitted to use financial 
statements prepared in accordance with statutory 
accounting requirements. Rule 7-02 of Reg. S-X  (17 
CFR 210.7-02).

‘ This use of statutory financials is being 
permitted solely to relieve the disclosure burden 
upon this group of registrants and their sponsoring 
insurance companies. The Commission staff has, 
upon request, permitted certain of the affected 
insurance companies to use statutory financials. To 
promote consistency in financial reporting, the 
Commission does not believe it is appropriate to 
permit a broader class of insurance companies to 
use statutory financials. Rule 7-02 permitted mutual 
life insurance companies to use statutory financials 
in 1981 because GAAP had not yet been developed 
for them. Accounting Series Release No. 301, 
(Release 33-8357) (October 21,1981) (46 FR 54332 
(November 2,1981)). The Commission noted at that 
time the broad use of and acceptance of GAAP 
statements for investor reporting services.

The permitted use of statutory financials will be - 
indicated by instruction to the appropriate item in 
each form. The Commission is not amending Rule 7 -  
02 of Reg. S-X, supra.
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recommendations have been adopted. 
For instance, a requirement to disclose 
information on computation of annuity 
payments has been removed from the 
prospectus and placed in the Statement 
of Additional Information. However, 
infoririation on sales loads and 
insurance company charges against the 
separate account has been retained in 
the prospectus. Other specific 
recommendations are discussed in more 
detail in the discussion of the forms that 
follows.

Several commentators stated that the 
forms should not employ certain 
technical terms such as “sponsor,” 
“depositor,” “transfer agent,” and 
“public offering price,” for forms 
designed exclusively for insurance 
company products. As adopted, the 
forms contain more general terms, 
except that the word "depositor” has 
been retained in Form N-4 since it is a 
common term that has been used for 
many years to describe the creator of a 
unit investment trust.

The Commission is aware that since 
adoption of Form N -lA  some investors 
have encountered problems obtaining 
the Statement of Additional Information. 
In particular, some investment 
companies have failed to deliver 
Statements of Additional Information 
upon request, and some have made it 
difficult for investors to request the 
document by requiring, for example, 
written requests. The Commission has 
fostered a movement toward a 
simplified prospectus for investment 
companies upon the premise that more 
detailed information would be available 
for investors who want it, and the 
Commission believes it is imperative 
that investors be able to obtain a 
Statement of Additional Information 
without first overcoming significant 
obstacles. Accordingly, the Commission 
is retaining, with some modification, 
undertakings that were proposed for 
Forms N-3 and N-4. As proposed, one 
undertaking required that any 
application to purchase an annuity 
contract include a space that an investor 
could check to obtain a copy of the 
Statement of Additional Information.
The undertaking as adopted provides 
registrants with an option: the inclusion 
either of the space on the annuity 
application or a post card or mail in 
form affixed to or included in the 
prospectus that an investor may use to 
send for a Statement of Additional 
Information. Another undertaking, as 
proposed, required delivery of the 
Statement of Additional Information 
that was requested on a purchase 
application no later than delivery of the 
contract purchased. This undertaking

has been amended to require delivery of 
the document (and any financial 
statements required to be made 
available) promptly upon written or oral 
request. 7

Several commentators objected to the 
proposed undertakings asserting that 
they might encourage frivolous requests 
and that they are unfair since they are 
not in Form N -lA. The Commission 
believes that the undertakings are 
warranted to ensure that separate 
accounts respond to valid requests for 
Statements of Additional Information. 
Furthermore, the Commission will 
consider adopting these requirements 
for investment companies using other 
registration forms, including Form N-lA.

The Commission is adding an item in 
Forms N-3-and N-4 that will require 
registrants to provide in the prospectus 
a table of contents for the Statement of 
Additional Information. This item will 
help investors know what information is 
available in the Statement of Additional 
Information. It should not encourage 
frivolous requests for the document, and 
indeed may discourage them since 
investors will be able to see plainly the 
type of additional information available 
to them and would be less likely to 
request the document merely to 
ascertain its contents. The table of 
contents should be quite short for most 
registrants so it will not unduly lengthen 
the prospectus. A requirement has been 
added that the cover page of both forms 
indicate where in the prospectus the 
table of contents of the Statement of 
Additional Information appears.

Even though the table of contents was 
not specifically proposed, it was within 
the scope of the proposing release, 
which indicated the Commission’s intent 
to provide investors with an opportunity 
to obtain information in the Statement 
of Additional Information that may be of 
interest to them. Separate publication of 
the table for notice and comment is 
therefore unnecessary.

Forms N-3 and N-4
The following portion of this release 

discusses the more significant comments 
on the individual items and instructions 
of Forms N-3 and N-4. Since the two 
forms are similar and reponses to the 
comments are often the same for both, 
the forms are generally discussed 
together. This discussion follows the 
order of Form N-3, but it relates to both 
forms unless otherwise indicated by the 
paragraph headings. Discussion that is 
unique to Form N-4 follows the joint 
discussion of both forms. The item 
numbers in the following portion of this 
release refer to the forms as adopted: in 
certain instances, they may differ from

the item numbers in the forms as 
proposed.

G eneral Instructions to Forms N -3 and 
N -4

1. Use of the Forms, Forms N-3 and N-4
As proposed, Forms N-3 and N-4 

would be used for all separate accounts 
offering variable annuity contracts 
which are registered under the 1940 Act 
as management investment companies 
or unit investment trusts, and for 
insurance companies offering variable 
annuity contracts funded by separate 
accounts that are excepted from the 
1940 Act by section 3(c)(ll) (15 U .S .C .  
80a-3(c)(ll)).10 One commentator, while 
agreeing that the new forms are more 
appropriate for the latter group of 
issuers than the S - l, upon which they 
must currently register, suggested that 
rule 486 under the 1933 Act (17 CFR 
230.486) should be amended to provide 
for automatic effectiveness of post­
effective amendments of this class of j  
issuers. The Commission has adopted 
this suggestion, and is adding paragraph 
(f) to rule 486 to accommodate all 
issuers that can use Forms N-3 and 
N-4.11

10 Section 3(c)(ll) provides that the following are 
excepted from investment company status under the 
Act:

Any employee’s stock bonus, pension, or profit- a 
sharing trust which meets the requirements for 
qualification under section 401 of the Internal 
Revenue Code of 1954 or which holds only assets of 
governmental plans . . .; or any collective trust 
fund maintained by a bank consisting solely of 
assets of such trusts: or any separate acco u n t the 
assets of which are derived solely from (A) 
contributions under pension or profit-sharing 
plans . . . (B) contributions under governmental ] 
plans in connection with which interests, 
participations, or securities are exempted from the 
registration provisions of section 5 of the Securities | 
Act of 1933 by section 3(a)(2)(C) of such Act, and 1 
(C) advances made by an insurance com p an y in 
connection with the operation of such sep arate  
account.

"Rule 488 provides procedures for the automatic j 
effectiveness of post-effective amendments to 
registration statements for offerings by registered j 
separate acibunts. The separate accounts excepted : 
from the 1940 Act by section 3(c)(ll) will not be 
registered separate accounts, and therefore, in the 
absence of the amendment adopted herein, would | 
not be permitted to use the procedures in the rule.

Although this amendment to rule 486 was not 
specifically proposed, the proposing release 
indicated that rule 486 would be amended to 
provide its automatic effectiveness procedures for 
registered separate accounts using Forms N -3  and 
N-4. The proposing release also indicated that 
Forms N-3 and N-4 would be available for use by 
non-registered separate accounts. In addition, the 
comment, mentioned above, to amend rule 486 to 
permit its use by non-registered separate accounts 
indicates that the amendment was within the scope 
of the proposing release.
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A commentator also advocated use of 
the new forms for separate accounts 
that offer variable life insurance or 
insurance products in the nature of 
annuities (such as funding agreements 
for discrete projects) that use separate 
accounts for accumulations or 
payments. The Commission is not 
extending use of Forms N-3 or N-4 to 
other issuers at this time. The forms 
would be inappropriate for variable life 
insurance or funding agreements since 
they were designed specifically for 
variable annuity contracts.

One commentator suggested that a 
registrant that no longer offers or solicits 
the purchase of variable annuity 
contracts funded through a separate 
account should be permitted to use an 
existing registration form, the N -l for 
management accounts and the S-6 for 
trust accounts, for the annual update of 
its registration statement. Where a 
registrant is required to maintain a 
current prospectus for variable annuity 
contracts that it no longer offers, the 
Commission has no objection to the 
continued use of Forms N -l or S-6 for 
the registrant’s annual update. However, 
the Commission strongly encourages 
registrants in this situation to convert to 
Forms N-3 or N-4, as applicable. The 
Commission believes that the simplified 
format is beneficial to existing 
contractowners as well as prospective 
investors. Moreover, the savings in 
printing costs for the shorter prospectus 
may offset a registrant’s cost of 
conversion.

The commentator further observed 
that several registrants that have ceased 
offering any contracts, or have ceased 
offering some contracts funded by a 
separate account while continuing 
others, no longer maintain current 
prospectuses with respect to the 
discontinued contracts.12 The 
commentator cited no-action letters that 
permit several trust accounts to refrain 
from maintaining and delivering a 
current prospectus, subject to certain 
conditions. The commentator suggested 
that the Commission codify those 
conditions in a rule.13 The Commission

12 The requirement to maintain a current 
prospectus is from section 10(a)(3) of the 1933 Act 
(15 U.S.C. 77j(a)(3)), which requires that a 
prospectus used more than nine months after the 
effective date of the registration statement shall not 
contain information more than 16 months old.

13See, e.g., Letter to Educators Life Insurance Company o f America Separate Account A, Ref. No. 
77-1P-55 (pub. avail. August 1,1977); Letter to Washington National Insurance Company Variable Funds A & B, Ref. No. 77-IP-55 (pub. avail. May 17, 
1978) (discontinued individual contracts, but continued selling group contracts); Letter to Investors Life Insurance Company of North America, INA/Putnam Separate Account, Ref. No. 
82-56-IP (pub. avail. October 12,1982). One of the

believes that issuers of variable annuity 
contracts that are periodic payment 
plans are under a duty to maintain a 
current prospectus for so long as 
payments may be accepted from 
contractowners.14 The Commission staff 
will continue to consider this type.of 
request from registrants, but the 
Commission believes these requests 
should be evaluated on a case-by-case 
basis and is not currently considering a 
rule on this matter.

2. Registration Fees, Forms N-3 and N-4

One commentator inquired whether 
the transition from the current forms to 
the N-3 and N-4 would entail the 
payment of additional registration fees 
under the 1933 Act or the 1940 Act. An 
existing registrant that converts from 
Form N -l or Forms S-6 and N-8B-2 may 
do so by means of a post-effective 
amendment. No fees need be paid for 
filing a post-effective amendment, 
unless, of course, the registrant is also 
increasing the number or amount of 
securities registered or registering an 
indefinite number of securities, in which 
case fees are payable pursuant to rules 
24e-2 and 24f-2 under the 1940 Act (17 
CFR 270.24e-2 and 270.24f-2).

3. Special Terms, Forms N-3 and N-4

One commentator suggested some 
minor changes to the definition of the 
term “variable annuity contract” to 
distinguish between the accumulation 
and payout phases of a contract and to 
accommodate the funding agreements, 
described above, which are funded by 
separate accounts and are similar to 
annuities. The minor changes 
recommended by the commentator were 
adopted, but only to clarify the 
definition of the term.

conditions in the letters was that contractowners 
receive a current prospectus, periodic reports, and 
apy proxy materials from the underlying portfolio 
companies in which the trust accounts invested. See 
also Fidelity Fund Accumulation Plan, et. al., Ref. 
No. 79-199-CC (pub. avail. July 27,1979)
(contractual plans not funded by a separate 
account).

14 Section 2(a)(27) of the 1940 Act (15 U.S.C. 80a- 
2(a)(27)) defines “periodic payment plan certificate” 
as

(A) any certifícate, investment contract, or other 
security providing for a series of periodic payments 
by the holder, and representing an undivided 
interest in certain specified securities or in a unit or 
fund of securities purchased wholly or partly with 
the proceeds of such payments and (B) any security 
the issuer of which is also issuing securities of the 
character described in clause (A) and the holder of 
which has substantially the same rights and 
privileges as those which holders of securities of the 
character described in clause (A) have upon 
completing the periodic payments for which such 
securities provide.

4. Documents Comprising Registration 
Statement or Amendment, Forms N-3 
and N-4

One commentator noted that some 
insurance products are funded by more 
than one registered separate account, 
but are sold by means of a “combined 
prospectus,” which includes a 
description of each registrant in a single 
prospectus. The commentator stated 
that registrants should be permitted to 
include the combined prospectus in the 
registration statement of only one 
separate account and to incorporate the 
prospectus by reference in registration 
statements for the other separate' 
accounts, asserting that this practice 
would be less burdensome and would 
be consistent with industry practice. The 
Commission is not^dopting this 
recommendation because it would be 
inconsistent with Rule 411 under the 
1933 Act (17 CFR 230.411).15 Any person 
should be able to retrieve from the 
Commission’s filing system a 
registration statement that includes a 
prospectus, and the recommended 
procedure would defeat this goal. 
Further, contrary to the commentator’s 
assertion, the recommended procedure 
is not industry practice for either initial 
filings or post-effective amendments of 
registration statements.

5. Preparation of the Registration 
Statement or Amendment, Forms N-3 
and N-4

A statement in this section of the 
General Instructions said that responses 
to items that use the terms “list” or 
"identify” should include only a short 
explanation or description. In response 
to a comment, this instruction is being 
deleted, and the words “list” and 
"identify” should be given their plain 
meaning.

One commentator objected to the 
instruction on preparation of the 
Statement of Additional Information 
which said that it and the prospectus are 
independent documents, asserting that 
the Statement of Additional Information 
can never be truly independent. While 
the reference to an independent 
document has been deleted, the 
Statement of Additional Information 
should be understandable by itself, and 
the instruction so states.

A new paragraph has been added to 
the instructions that reduces the number

15 Rule 411 describes circumstances under which 
information may be incorporated by reference in a  
prospectus, and it does not extend to permitting 
incorporation by reference of an entire prospectus 
Further, the rule prohibits incorporation by 
reference where it would render a statement 
incomplete, unclear, or confusing.
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of copies of registration statements and 
amendments that must be filed with the 
Commission. Forms N-3 and N-4 will 
requite seven additional copies of a 
registration statement instead of the ten 
additional copies required by rule 402(b) 
under the 1933 Act (17 CFR 230.402(b)). 
The forms will require three additional 
copies (including two marked) of 
amendments instead of the eight copies 
required by rule 472(a) under the 1933 
Act (17 CFR 230.472(a)).

Inform ation R equired in a Prospectus
6. Item 1 of Forms N-3 and N-4—Cover 
Page

In response to a comment from 
several commentators, neither form will 
require that its cover page contain 
information on the types of qualified 
plans with which the variable annuity 
contracts may be used. Instead, the 
Commission has adopted the suggestion 
of a commentator and included a 

‘request for information on limitations on 
the types of purchasers to whom the 
contracts will be offered.

Forms N-3 and N-4 were proposed 
with the requirement, modeled after 
Form N -lA, that the cover page of the 
prospectus contain the date of the 
prospectus and the date of the 
Statement of Additional Information. 
Similarly, the Statement of Additional 
Information required that the cover page 
contain its date and the date of its 
related prospectus. Several 
commentators asserted that these 
requirements are burdensome, 
particularly since the prospectus must 
be updated every time the Statement of 
Additional Information is amended. 
However, in the staffs experience, it is 
quite rare that a registrant amends the 
text of its Statement of Additional 
Information but not its prospectus (for 
other than the date) in filings other than 
its annual post-effective amendment. 
The Commission is retaining the cross­
dating requirement upon the belief that 
the importance to investors of knowing 
which documents complement each 
other outweighs any burden to 
registrants. Further, the cover page will 
require a statement that the Statement 
of Additional Information be made 
available upon written or oral request.

7. Item 2 of Forms N-3 and N-4— 
Definitions

Proposed Forms N-3 and N-4 required 
a glossary to define special terms used 
in the prospectus. In response to several 
comments, the Commission has 
modified this requirement to permit, in 
lieu of the glossary, the use of an index 
that refers to the pages upon which 
special terms are defined in text.

8. Item 3 of Forms N-3 and N-4— 
Synopsis or Highlights

The Commission is retaining the 
provision in Forms N-3 and N-4 that 
requests a synopsis that describes 
certain key features of the offering 
where the prospectus is longer than 12 
pages. Several commentators noted that 
this threshold was borrowed from Form 
N-lA, and suggested a higher one since 
Forms N-3 and N-4 would require 
disclosure on the insurance aspects of 
variable annuity contracts, and the 
prospectus would be longer. However, 
the reason for a threshold is that over a 
certain length, readers would be 
assisted by a summary; the complication 
of the product does not alter the premise 
that after 12 pages, readers would be 
assisted by a synopsis.

Several comments were receivéd 
about the requirement that any 
prospectus not containing a synopsis 
highlight information on the following 
characteristics: a sales load imposed 
upon annuitization or redemption, a 
possible tax penalty on premature 
withdrawals, or a revocation right such 
as a “ten-day free look” provision. 
Commentators questioned the 
importance and relevance of this 
disclosure and its consistency with Form 
N-lA. All of this information relates to 
withdrawing assets under variable 
annuity contracts, an event that may 
trigger serious consequences, including 
certain costs, for a contractowner. In the 
context of a variable annuity, the 
Commission believes this information is 
sufficiently important to a prospective 
investor to warrant highlighting.

9. Item 4 of Forms N-3 and N-4— 
Condensed Financial Information16

Item 4 of proposed Forms N-3 and N- 
4 required condensed financial 
information for each class of 
accumulation units of a registrant. 
Several commentators raised issues 
concerning the classes for which 
information must be provided. One ' 
commentator noted that many 
registrants have discontinued offering 
particular contracts funded by a 
separate account while continuing 
others, and questioned whether 
condensed financial information must 
be shown for the discontinued contracts. 
Another commentator noted that a 
single separate account may fund a 
wide variety of contracts, each of which 
has distinct classes of accumulation 
units. Further, one commentator stated 
that some separate account registrants

*• A discussion of the aspects of Item 4 that relate 
only to Form N-3 follows this discussion. See 
paragraph 10, in fra .

use more than one prospectus to offer 
different contracts.

The Commission has considered these 
comments and recognizes that the issue 
is difficult because a wide variety of 
methods have been used to register 
variable annuity contracts. However, 
the starting point for determining 
appropriate presentation of financial 
information is the registration statement, 
and a registrant must disclose 
condensed financial information for the 
securities covered by its registration 
statement. This includes information 
relating to all contracts offered by 
means of the prospectus in a registration 
statement.17 It also includes information 
relating to discontinued contracts that 
are no longer offered for sale by means 
of the prospectus, but for which the 
registrant may continue to accept 
payments.18 To achieve this disclosure, 
an instruction has been added to each 
form to state that condensed financial 
information must be disclosed (1) for 
each class of accumulation units derived 
from contracts offered by means of the 
registrant’s prospectus, and (2) for each 
class derived from contracts no longer 
offered for sale but for which the 
registrant may continue to accept 
payments. Further, for a registrant that 
includes more than one prospectus in a 
registration statement [e.g. a different 
prospectus for each type of contract 
being offered), the instruction provides 
that condensed financial information for 
a class of accumulation units [e.g. for 
each contract) need only be presented in 
the prospectus by which the class 
(contract) is offered. It need not be 
included in every prospectus used by 
that registrant.19 To relieve the

17 Where a prospectus offers a variety of contracts 
that are represented by different classes of 
accumulation units, registrants often must exercise  
their judgment, subject to the requirements o f the 
forms and appropriate disclosure standards, on how 
to disclose condensed financial information fully 
while making it understandable for readers. 
However, many registrants have been successfully 
presenting this type of disclosure for years on Form 
N - l .  Adoption of the new forms does not, in itself, 
introduce this issue (except for trust a cco u n ts , for 
which the condensed financial information 
requirements are abbreviated).

Two commentators requested guidance on 
appropriate organization of the table presenting 
condensed financial information for particular 
characteristics of certain registrants. These specific 
types of issues must be addressed on a case-by-case 
basis and are not appropriate for inclusion in this 
discussion or in the forms.

18 Of course, these disclosure requirements do not 
apply to registrants that need not maintain a current 
registration or deliver a current prospectus for 
discontinued contracts in reliance upon no-action 
letters 9uch as those cited in note 13, supra.

“  Indeed, some registrants that have been selling 
a contract for years have added a new contract by 
means of a post-effective amendment.
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confusion in this area, the Commission 
recommends that in the future, 
registrants use a separate registration 
under the 1933 Act for distinct contracts, 
even where they are issued by the same 
registered separate account.20

In proposed Forms N-3 and N-4, the 
Commission required that the 
prospectus for a management or a trust 
account contain a yield quotation for 
any separate account having a money 
market component. The Commission 
noted in its proposing release that under 
current forms yield quotations for trust 
accounts are disclosed only by the 
underlying money market fund and not 
by the trust account. The proposed 
requirement was intended to show 
money market yield for trust accounts 
net of charges at the trust account level, 
and to permit investors to compare 
performance of the money market 
components of separate accounts, 
whether organized as trust accounts or 
management accounts. Several 
commentators objected to mandatory 
disclosure of yield quotations. They 
asserted that these requirements were 
intended to conform separate account 
disclosure to that required for mutual 
funds which, unlike variable annuities, 
are purchased and sold on the basis of 
short-term yields. One commentator 
stated that yield quotations were 
included in Form N-1A for mutual funds 
that wanted to advertise on the basis of 
yield.21 The Commission has deleted the 
yield requirement since it is 
inappropriate to single out return of 
money market portfolios for disclosure 
to the exclusion of other types of 
portfolios.22 However, the forms will

“  The Commission recognizes that the provisions 
of som e variable annuity contracts may vary 
slightly depending upon how the contracts are used 
and is n o t suggesting that every contract variation 
w arrants separate registration under the 1933 Act. 
For in stan ce, many annuity contracts are designed 
to finance different types of deferred compensation 
plans, and  they may vary depending on the type of 
plan and the requirements of the Internal Revenue 
Code. However, other differences between 
contracts, such as single premium vs. flexible 
premium or group vs. individual contracts, are more 
distinct and may warrant separate registration. 
Clearly, where different prospectuses are used to 
sell d istinct contracts, the contracts should be 
registered separately under the 1933 Act.

21 T h ese  advertisements are permitted pursuant to 
rule 482  under the 1933 Act (17 CFR 230.482). Such 
advertisem ents are technically “omitting 
prospectuses” under section 10(b) of that Act (15 
U.S.C. 77j(b)).“ The Commission continues to believe that both trust accounts and management accounts should be 
subject to the same requirements on disclosure of 
investment return to permit comparison of performance, and proposals toward this end may be forthcoming in the future. As suggested by a 
commentator, an instruction has been added to 
indicate that disclosure of the method of calculating 
yield may be placed in the Statement of Additional Information.

require disclosure of yield for money 
market accounts or sub-accounts that 
advertise on the basis of current yield to 
assure compliance with advertising 
rules for investment companies.

10. Item 4 of Form N-3—Condensed 
Financial Information

Proposed Form N-3 required 
information on the registrant’s portfolio 
turnover rate in its presentation of 
condensed financial information. The 
proposed formula for determining the 
portfolio turnover rate has been 
amended to require that a registrant 
include long-term United States 
government securities as long-term debt 
securities in the calculation. The 
instructions to this formula have been 
modified to clarify the treatment of put 
or call options for purposes of the rate 
calculation.23
11. Item 5 of Form N-3—General 
Description of Registrant and Insurance 
Company, and Item 5 of Form N-4— 
General Description of Registrant, 
Depositor, and Portfolio Companies

The required description of the 
registrant in both Forms N-3 and N-4 
has been amended to, among other 
things, clarify disclosure of the 
treatment of the income, gains, and 
losses of the registrant vis-a-vis its 
sponsoring insurance company and of 
the description of obligations arising 
under the variable annuity contracts.

12. Item 6 of Form N-3—Management
As proposed in Form N-3, this item 

required a description of the 
responsibilities of a registrant’s board of 
managers under the applicable laws of 
the sponsor’s jurisdiction. In response to 
a comment that much of a board of j  
managers’ responsibilities are derived 
from the 1940 Act, the item has been 
simplified to request a description of the 
board’s responsibilities.

13. Item 7 of Form N-3 and Item 6 of 
Form N-4—Deductions and Expenses

In these items, the Commission 
required a brief description of all 
deductions from purchase payments,

23 These changes conform with the portfolio 
turnover rate as recently prescribed in Form N-SAR 
(17 CFR 274.101), the semi-annual reporting form for 
registered investment companies, and recently 
proposed for comment for Forms N -lA  and N-2. See 
Investment Company Act Release No. 14299 
(January 4,1985) (5Q F R 1442 (January 11,1985)) 
(adopting release for Form N-SAR); Investment 
Company Act Release No. 14080 (August 6,1984) (49 
FR 32370 (August 14,1984)) (proposing release for 
Form N-SAR); Investment Company Act Release 
No. 14300 (January 4,1985) (50 FR 1542 (January 11, 
1985)) (proposing release for amendments of 
portfolio turnover rate calculation for Forms N -lA  
and N-2).

/  Rules and Regulations

contrgctowner accounts, or assets of the 
registrant. One commentator argued that 
disclosure of details on how various 
deductions are computed should go in 
the Statement of Additional Information. 
The Commission is not adopting this 
suggestion. The items call for only a 
brief description and the Commission 
believes that disclosure of deductions is 
appropriate for the prospectus. In 
particular, disclosure of computation of 
a sales load, whether a front-end load or 
deferred load, is material and should go 
in the prospectus.

A new requirement has been added to 
this item to describe any variations in 
the sales load or administration charges 
established pursuant to an exemptive 
rule or order under section 22(d) of the 
1940 Act.24 In February of 1985, in 
connection with the adoption of rule 
22d-l under the 1940 Act,25 the 
Commission requested comment on 
whether rule 22d-2 should be 
rescinded.26 Rule 22d-2, first adopted in 
August of 1975 (and formerly numbered 
rule 22d-3), permits registered separate 
accounts issuing variable annuity 
contracts to establish variations in their 
sales load, administrative charges, or 
other deductions from purchase 
payments, subject to certain conditions. 
Several commentators asserted that 
since its adoption rule 22d-2 has worked 
effectively for separate accounts and the 
Commission has determined not to 
rescind the rule.27 In both Forms N-3 
and N-4, the néw disclosure 
requirement seeks disclosure of special 
purchase plans or methods that reflect 
variations or elimination of the sales 
load, administrative charges, or other 
deductions from purchase payments.

An instruction in the proposed forms 
stated that any deduction other than 
sales load used for distribution 
expenses should be identified. Ip 
response to several comments that this 
instruction is vague, it has been revised 
to require disclosure in the event that 
proceeds derived from, among other 
things, mortality and expense risk 
charges may be used for distribution.28

24 Section 22(d) (15 U.S.C. 80a-22(d}) requires that 
redeemable securities of registered investment 
companies be sold to the public only at a current 
public offering price described in the prospectus.

25 Rule 22d-l permits registered investment 
companies that issue redeemable securities to 
establish scheduled variations in their sales loads.

2* Investment Company Act Release No. 14390 
(February 22,1985). (50 FR 7909 (February 27,1985)).

27 Separate accounts that are registered 
investment companies may rely upon both rule 22d- 
1 and 22d-2 for exemptions from section 22(d).

28 Separate accounts that fund variable annuity 
contracts generally deduct a fee for incurring the 
risk that mortality experience and administrative

Continued
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This revision is consistent with current 
staff disclosure standards for mortality 
and expense risk charges. Further, 
consistent with Form N -lA, Form'N-3 
has been revised to require disclosure 
where any distribution expenses are 
paid from separate account assets 
pursuant to a plan under rule 12b-l 
under the 1940 Act (17 CFR 270.12b-l).29

Proposed Forms N-3 and N-4 required 
disclosure of sales load as a percentage 
of the public offering price of variable 
annuity contracts. Several 
commentators questioned the 
application of the term "public offering 
price” to variable annuity contracts, 
which are generally periodic payment 
plans and are frequently sold with a 
deferred sales load. As suggested by one 
commentator, the adopted forms request 
disclosure of sales load as a percentage 
of a purchase payment or, for a deferred 
sales load, of an amount withdrawn or 
surrendered.30

Several commentators objected to a 
requirement in proposed Form N-3 that 
a registrant provide a statement of 
expenses consisting, for registrants that 
have been in existence for over a full 
year, of the ratio of total expenses as a 
percentage of average net assets for the 
past year. The commentators asserted 
that the same information is required in 
the condensed financial information 
table and would be redundant. The 
Commission proposed to consolidate all 
expense information in the same item in 
Farm N-3 so inventors would be able to 
find all of the expenses associated with 
a contract in one section of the 
prospectus, and the Commission in 
retaining the requirement.31 Further, the

expenses may change over time. If proceeds from 
this charge go to an insurance company's general 
account, they may be used, in te r a lia , for 
distribution expenses of the registrant that are paid 
from the general account. See Investment Company 
Act Release No. 14190 (October 11,1984) (49 FR 
40879 (October 18,1984)) (proposing rule 26a-3 
under the 1940 Act and describing these risks and 
charges).

29 Rule 12b-l authorize» open-end investment <*■ 
companies to adopt plans pursuant to which fund 
assets may be used to jfay for distribution expenses.

Expense disclosure for Forms N-3 and N-4 may in 
the future be modified to add a tabular presentation 
showing the amount of expenses and expenses as a 
percentage of net assets, among other things. This 
was recently proposed for Form N-lA. Investment 
Company Act Release No. 14230 (November 9,1984) 
(49 FR 45172 (November 15,1984)).

20 Of course, where a deferred sales load is based 
upon the amount withdrawn or surrendered, the 
sales load may not exceed 9 percent of the purchase 
payments made, and this limitation should also be 
disclosed. See rule 6c-8 under the 1940 Act (17 CFR 
270.6C-8).

91 This disclosure is consistent with the recent 
proposal to amend Form N -lA  to consolidate all 
expense related information and add a tabular 
presentation setting forth expenses, which would 
include a caption on expenses as a percentage of 
net assets. See Investment Company Act Release

Commission is adding the requirement 
to Form N-4 so investors in trust 
accounts will be provided with expense 
disclosure analogous to that of 
management accounts.32
14. Item 8 of Form N-3 and Item 7 of 
Form N -4—General Description of 
Variable Annuity Contracts

Proposed Forms N-3 and N-4 required 
registrants to identify persons who have 
rights under the variable annuity 
contracts and to describe the nature of 
those rights. Proposed Form N-3 
specifically stated that the rights 
described should include voting rights. 
One commentator asserted that it is 
impossible to describe rights deriving 
from the large number of relationships 
that can exist between annuitants, 
contractowners, and beneficiaries under 
a variable annuity contract. In response 
to this comment, the item is being 
amended to require only the description 
of material rights in both forms, except 
that Form N-3 will continue to require 
that all voting rights must be described. 
Further, an instruction is being added to 
both forms advising registrants not to 
describe rights that are described 
elsewhere in the prospectus. 
Accordingly, in Form N-4 voting rights 
need not be described in this item since 
disclosure of voting rights is solicited in 
Item 5(e).

15. Item 9 Form N-3 and Item 8 in Form 
N-4—Annuity Period

These items have been substantially 
rewritten in response to a substantial 
amount of comment on the proposed 
forms. Both proposed forms would have 
required disclosure of the operation of 
the registrant during a contract’s annuity 
period and how first and subsequent 
annuity payments are determined. 
Commentators stated that the proposed 
items were overly technical and stressed 
the mechanics of computation of annuity 
payments. As revised, the item in both 
forms is organized to give registrants 
greater flexibility in describing annuity 
options. It requests a brief description of 
material factors that affect benefits

No. 14230 (November 9,1984) (49 FR 45172 
(November 15,1984)).

99 The Commission is adopting this expense 
disclosure requirement for Form N-4 and is also 
adding to Form N-4 a requirement to disclose 
whether, and, if so, how, a registrant’s 
organizational expenses will b^paid out of its 
assets. While these requirements on expense 
disclosure were not specifically proposed for Form 
N-4, they were specifically proposed for Form N-3 
and were within the general scope of the proposal 
for which public comment was solicited. Further, 
while the proposing release suggested that 
disclosure by management and trust accounts need 
not be entirely identical, it clearly indicated the 
Commission's intent to adopt forms that would be 
essentially comparable.

under annuity options, of possible 
annuity commencement dates, 
frequency of payments, the effect of 
assumed investment return, and rights to 
change annuity options.

As suggested by one of the 
commentators, an item is being added to 
the Statement of Additional Information, 
Item 26 in Form N-3 and Item 22 in Form 
N-4, requiring disclosure of the 
mechanics of determining the amount of 
annuity payments in that document.

16. Item 10 of Form N-3 and Item 9 of 
Form N-4—Death Benefit

The proposed forms contained a 
requirement to describe briefly the 
death benefit available under a variable 
annuity contract. One commentator 
suggested that this item be incorporated 
in the Statement of Additional 
Information in an item describing 
determination of annuity payments. The 
commentator also objected to a 
requirement that the registrant disclose 
the forms that a death benefit may 
take,33 asserting that this disclosure is 
not required for .mutual funds on Form 
N -lA  and that the written contract for a 
variable annuity will describe the forms 
oi the death benefits. The Commission 
has retained the death benefit disclosure 
in the prospectus as proposed since it is 
a significant feature of many variable 
annuity contracts and one that many 
investors might find important. While it 
is true that the forms of the death 
benefit will be described in a contract, 
the prospectus is tne document by which 
securities are offered, and all material 
aspects of the security must be 
described in the prospectus.

17. Item 11 of Form N-3 and Item 10 of 
Form N-4—Purchases and Contract 
Value

These items have been revised in part. 
In the proposed forms, the items 
required disclosure, among other things, 
of the way in which the public offering 
price is determined and that it is based 
on the value of an accumulation unit. 
The adopted version, as suggested by a 
commentator, seeks an explanation of 
how purchase payments are credited to 
a contract, not of public offering price. It 
also requires an explanation of how 
accumulation unit value is determined.

18. Item 12 of Form N-3 and Item 11 of 
Form N-3—Redemptions

The forms as adopted incorporate one 
change that was recommended by a

33 This refers to a beneficiary’s options for 
receiving proceeds, such as a lump sum distribution 
or, as many registrants offer, the annuity payment 
options that were available to the annuitant under a 
contract.
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commentator. The proposed items 
required a description of restrictions on 
redemption that apply to contracts 
offered in connection with the Texas 
Optional Retirement Program. An 
instruction has been added that the item 
may be satisfied by describing the 
restrictions on a supplement attached to 
prospectuses delivered to participants in 
the program.

19. Item 13 of Form N-3 and Item 12 of 
Form N-4—Taxes

The proposed forms required a 
registrant to describe briefly the tax 
consequence» of investing in the 
variable annuity contracts being offered. 
In response to a comment, an instruction 
has been added to state that a registrant 
need not include detailed description of 
applicable law. However, an instruction 
that called for disclosure of methods by 
which taxable income may be received 
under the contract has been retained 
upon the belief that this information 
would be important for many investors, 
and is appropriate for prospectus 
disclosure. This is particularly true 
because many purchases of annuity 
contracts are motivated by tax 
considerations.

This item has been modified in both 
forms to require identification, rather 
than a brief description, of the types of 
tax-qualified plans for which the 
contracts will be used.

The proposed forms required 
disclosure of the impact of taxation on 
the registrant, and an instruction 
required a statement that a registrant’s 
operations will not be taxed separately 
from those of its sponsor. This 
instruction has been deleted to conform 
with tax law changes made in the 
Deficit Reduction Act of 1984.34 The 
modified forms do, however, require a 
brief description of the impact, if any, of 
taxation upon the determination of 
account and subaccount values.

One commentator stated that it 
wished to include information in 
prospectuses to comply with disclosure 
requirements imposed by the Internal 
Revenue Code and ERISA in connection 
with individual retirement annuities and 
other products, but that the requirement 
in the forms to “briefly describe” tax 
consequences might not accommodate 
this more detailed disclosure. The 
commentator requested that the 
Commission facilitate coordinating 
these disclosure requirements.

34 The Deficit Reduction Act, Pub. L. 98-369, 98 
STAT 494, provided that an insurance company’s 
basis in the assets underlying all variable contracts 
will be adjusted for appreciation or depreciation, 
thereby eliminating corporate level capital gains tax 
for the insurance company attributable to the 
segregated asset account.

Registrants may include tax and ERISA 
disclosure if it meets the requirements of 
the forms. The instructions to Forms N-3 
and N-4 state that registrants may 
include additional information in the 
prospectus or the Statement of 
Additional Information so long as it 
does not obscure or impede 
understanding of required information. 
However, the additional disclosure 
could be quite lengthy. One of the 
purposes of the N-3 and N-4 is to 
provide a simplified prospectus that can 
be readily understood by investors, and 
the Commission discourages registrants 
from including detailed information that 
would lengthen or complicate the 
prospectus.

Part B—Inform ation R equired in a  
Statem ent o f A dditional Inform ation
20. Item 16 in Form N-3 and Item 15 in 
Form N-4—Cover Page

The Commission is retaining the 
requirement, as proposed in Forms N-3 
and N-4, that the Statement of 
Additional Information state the date of 
this related prospectus on its cover 
page. Several commentators were 
opposed to this requirement.35

21. Item 18 of Form N-3 and Item 17 of 
Form N-4—General Information

The proposed forms required 
disclosure of any suspensions by any 
state of sales of contracts offered by a 
registrant or its sponsoring insurance 
company. Two commentators stated 
that this requirement was too broad in 
that it included products other than life 
insurance and annuities and it was not 
limited in time. The item has been 
amended to limit disclosure of the 
insurance company’s suspensions to the 
past five-year period; however, it does 
include suspensions of any type of 
insurance contract. Disclosure will also 
be required of sales of contracts of the 
registrant that have been suspended at 
any time at the request of a state.

A requirement to identify the 
jurisdictions in which the sponsoring 
insurance company is authorized to do 
business has been deleted in response to 
comments that this information is not 
useful and would require a change each 
time a new jurisdiction is added. A 
requirement has been added to identify 
each level of control where the 
insurance company is subject to more 
than one level of control.

35 See paragraph 6, supra, the discussion of the 
cover page of the prospectus for Forms N-3 and 
N-4.

22. Item 21 of From N-3—Investment 
Advisory and Other Services

A new disclosure requirement has 
been added to this item to require a 
summary of the significant aspects of 
any plan under rule 12b-l of the 1940 
Act, under which a registrant could 
incur expenses for the distribution of its 
securities.36 This will conform disclosure 
for separate accounts that have adopted 
plans under rule 12b-l to that of mutual 
funds on Form N-1A.37

23. Item 22 of Form N-3—Brokerage 
Allocation

A paragraph has been added to this 
item that seeks disclosure of 
acquisitions by a management account 
of securities issued by its regular 
brokers or dealers.38 The purpose of this 
requirement is to permit management 
accounts to acquire the securities of 
these issuers under disclosure standards 
developed by the Commission in 
connection with adoption of rule 12d3-l 
under the 1940 Act (17 CFR 270.12d3-l), 
which permits investment companies to 
acquire securities issued by brokers, 
dealers, and other securities 
businesses.39

24. Item 23 of Form N-3—Purchase and 
Pricing of Securities Being Offered

Paragraph (a) of this item in proposed 
Form N-3 required disclosure of the 
method that will be used to determine 
the total offering price at which annuity 
contracts may be offered to the public. 
Because commentators had questioned 
the use of the term total offering price,40

ss See note 29, supra.
31 Other changes have been made to this item to 

replace the term transfer agent with a more 
generalized description, and to clarify disclosure of 
changes in contract with parties that provide 
management-related services.

“ A  regular broker or dealer is defined in rule 
10b-l under the 1940 Act (17 CFR 270.10b-l), 
essentially, as one of the ten brokers or dealers that 
received in the past year, the greatest amount of an 
investment company’s brokerage commissions or 
portfolio transactions as.principal, or that sold the 
largest amount of the investment company’s 
securities. See Investment Company Act Release 
No. 14193 (October 12,1984) (49 FR 40569 (October 
17^1984)) (adopting release).

39 In its adopting release for rule 12d3-l, the 
Commission stated that it would require this 
disclosure in Forms N-3 and N-4 upon adoption. 
Investment Company Act Release No. 14036 (July 
13,1984) (49 FR 29362 (July 20.1984)). See also 
Investment Company Act Release No. 13725 
(January 17,1984) (49 FR 2912 (January 24,1984)) 
(proposing release, in which the Commission 
requested comment on proposed disclosure 
requirements for all types of investment companies).

*°See the text of the discussion on the “Simplified 
Prospectus,” supra.
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the item has been revised to seek a 
description of the method that will be 
used to determine the sales load on a 
contract, particularly any differences in 
sales load charged to different types of 
purchasers.

A new paragraph has been added to 
this item, modeled on Item 19(a) of Form 
N-1A, requiring a description of the 
manner in which a registrant’s securities 
are offered to the public, including any 
special purchase plans and exchange 
privileges not described in the 
prospectus.

As proposed and adopted, this item 
also requires a registrant to describe the 
valuation method used to value its 
assets. A proposed instruction to this 
item stated that a registrant must 
describe the effect of an exemptive 
order or rule that permits it to use 
amortized cost valuation or penny­
rounding pricing.41 One commentator 
questioned this instruction, asserting 
that debt securities of less than 60 days 
maturity may be valued at amortized 
cost in the absence of an exemption 
from the Commission.42 This instruction 
has been amended to seek disclosure of 
the effect of any conditions where the 
amortized cost or penny-rounding 
methods are used pursuant to an 
exemption.

25. Item 24 of Form N-3 and Item 20 of 
Form N-4—Underwriters

This item was proposed only for Form 
N-3. In proposed Form N-4, disclosure 
of essentially the same information on 
underwriters was sought in different 
items.43 It has been adopted in both

41 Rule 2a-7  under the 1940 Act permits 
investment companies, subject to enumerated 
conditions, to value portfolio securities by use of the 
amortized cost valuation method or to compute 
current price per share by rounding the net asset 
value per share to the nearest one cent. See 
Investment Company Act Release No. 13380 (July 
11,1983) {48 FR 32555 {July 18.1983)) the adopting 
release of rule 2a-7, for a description of these 
methods and a description of the rule. Prior to 
adoption of the rule, many investment companies 
obtained individual exemptive orders permitting 
amortized cost valuation or penny rounding.

41 See Investment Company Act Release No. 9786 
{May 31,1977) (42 FR 28999 (June 7,1977)), in which 
the Commission stated it will not object if certain 
investment companies value debt securities with 
remaining maturities of less than 60 days at 
amortized cost, if done in good faith and unless 
particular circumstances dictate otherwise. But see 
Letter to Benchmark Tax-Exempt Fund (pub. avail. 
July 28,1983} (asserting, in substance, that an 
investment company may not rely upon Release 
9786 if it relies upon an exemption to use amortized 
cost or penny rounding).

43 See Items 16(c), 26(c) and 26(e) of proposed 
Form N-4, supra note 1. Consolidating the 
disclosure in one item for Form N-4 places some 
information that was proposed for Part C in the 
Statement of Additional Information. See also, Form 
N-1A (information on underwriters required in the 
Statement of Additional Information).

forms as a distinct item, essentially in 
the fashion proposed in Form N-3.

Several technical changes have been 
made to this item to clarify the 
disclosure being sought In response to a 
comment, the item will require 
disclosure of whether the sponsoring 
insurance company or an affiliate 
thereof is the registrant’s principal 
underwriter; as proposed, the item 
related only to the insurance company. 
In a paragraph soliciting information on 
unusual payments to unaffiliated 
underwriters or dealers, changes were 
made to clarify the use of the term 
’ ‘current offering price” and to delete an 
instruction addressing payments for 
legal and auditing services.

26. Item 27 o f Form N-3 and Item 23 of 
Form N-4—Financial Statements

Among the financial statements 
required for Forms N-3 and N-4, the 
proposal included a two-year 
comparative balance sheet of a 
registrant’s sponsoring insurance 
company. One commentator stated that 
a one-year balance sheet should be 
sufficient. Rule 3-01 of Regulation S-X  
(17 CFR 210.3-01) requires audited 
balance sheets for the two most recent 
fiscal years, and the Commission 
believes it would be inappropriate to 
lessen this requirement for insurance 
company sponsors of separate accounts.

As proposed, both forms required the 
sponsoring insurance company’s 
balance sheets to be placed in the 
Statement of Additional Information. 
The instruction in both forms has been 
clarified to state that any notes 
accompanying the balance sheets must 
also be placed in the Statement of 
Additional Information.
Part C—Other Inform ation
27. Item 28 of Form N-3 and Item 24 of 
Form N-4—Financial Statements and 
Exhibits

Several of the commentators 
discussed the exhibits required by these 
items. Both proposed forms required an 
exhibit containing a copy of any 
contract of reinsurance, and several 
commentators argued that this 
requirement was too broad. It has been 
changed to require only copies of 
contracts of reinsurance in connection 
with the annuity contracts offered by 
the registrant. The requirement that the 
exhibits contain the form of each 
variable annuity contract has been 
retained, even though one commentator 
argued one specimen contract would be 
sufficient.

The proposed forms required an 
opinion of counsel that the securities 
being registered will be legally issued,

fully paid and non-assessable. Several 
commentators pointed out that the latter 
two representations have not been 
required by the staff in registrations for 
variable amiuity contracts,44 and the 
item has been modified to require the 
opinion to state whether the securities 
will be legally issued and will represent 
binding obligations of the insurance 
company sponsoring the separate 
account.

28. Item 29 of Form N-3—Directors and 
Officers of the Insurance Company, and 
Item 25 of Form N-4—Directors and 
Officers of the Depositor ,

As proposed in both forms, this item 
required the name, position with the 
insurance company, and position with 
the registrant of each director and 
officer of the sponsoring insurance 
company. Several commentators stated 
that many insurance companies have a 
large number of officers and directors, 
many of whom perform duties unrelated 
to variable annuity contracts. 
Accordingly, an instruction to the item 
has been added stating that the required 
information need only be provided for 
certain designated executive officers 
and for officers and directors engaged in 
activities relating to the registrant or its 
variable annuity contracts.45

In Form N-4, this item has been 
amended so that no disclosure of the 
offices held with the registrant need be 
disclosed since unit investment trusts do 
not have officers or directors.

29. Item 30 of Form N-3-^-Persons 
Controlled by or Under Common 
Control with the Insurance Company or 
Registrant, and Item 26 of Form N-4— 
Persons Controlled by or Under 
Common Control with the Depositor or 
Registrant.

As proposed, this item required a list 
of all persons directly or indirectly 
controlled by or under common control 
with the sponsoring insurance company 
or registrant. Though several 
commentators stated that this 
requirement is burdensome because the 
list may be lengthy, the Commission is 
retaining it. The item will provide

44 This was indicated in Guide 40 of the proposed 
guidelines for Form N-3 and in Guide 15 of the 
proposed guidelines for Form N-4. See the 
proposing release, supra note 1.

48 This instruction is modeled after Exchange Act 
Release No. 8389 (August 29,1968), which set forth 
the officers and directors that must be listed by an 
insurance company to register as a broker-dealer on 
Form R-D. A similar limitation on the persoris for 
whom information need be given has been 
incorporated in Item 33, Business and Other 
Connections of the Investment Adviser, and Item 34, 
Principal Underwriters, of Form N-3 and in the 
parallel items of Form N-4.
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information on affiliated persons of the 
registrant that may be important for 
identification of affiliated transactions 
regulated under section 17 of the 1940 
Act.

30. Item 31 in Form N-3 and Item 27 in 
Form N-4—Number of Contractowners

Both proposed forms requested 
information on the number of 
contractowners of contracts offered by 
the registrant. Two commentators 
questioned whether the Commission 
was seeking the number of participants 
or of contractowners. The Commission 
believes the item is clear as proposed 
and is adopting it to require the number 
of contractowners.

31. Item 37 of Form N-3 and Item 32 of 
Form N-4—Undertakings

In proposed Form N-3 and N-4, the 
Commission required in any initial 
registration statement an undertaking to 
file an amendment with certified 
financial statements showing the initial 
capital received before accepting 
subscriptions from over 25 persons if the 
registrant proposed to raise its initial 
capital pursuant to section 14(a)(3) of 
the 1940 Act (15 U.S.C. 80a-14(a)(3)).
One commentator asserted that this 
undertaking should be deleted since an 
exemption from this section is available 
to separate accounts in rule 14a-2 under 
the Act (17 CFR 170.14a-2). In response 
to this comment, and in light of the fact 
that separate accounts generally do not 
offer annuity contracts by first soliciting 
subscriptions, this undertaking is being 
deleted from both forms.

Proposed Forms N-3 and N-4 required 
an undertaking to file a post-effective 
amendment as frequently as necessary 
to ensure that the audited financial 
statements in the registration statement 
are never more than 16 months old. A 
commentator said this undertaking 
should be deleted, asserting that section 
10(a) of the 1933 Act requires updating 
of financials already if an offering is 
being made, and that compliance would 
be burdensome and inconsistent with 
present practice if  no offering is being 
made. The Commission believes that the 
requirement to maintain a current 
prospectus applies to the issuer of 
variable annuity contracts for so long as 
payments may be accepted under the 
contracts, and the undertaking has been 
modified accordingly.46

46The adoption of this requirement is not 
intended to negate the validity of previously granted 
no-action positions. See discussion at note 13, 
supra.

Form N-4
The following discussion is on 

comments related solely to proposed 
Form N-4. Comments and modifications 
applicable to both Forms N-3 and N-4 
are discussed in the prior section.
1. General Instructions, Rule as to Use of 
Form N-4

One commentator suggested that the 
Commission permit trust accounts and 
their underlying portfolio companies, 
which register on Form N-1A, to use a 
single integrated prospectus that would 
provide an integrated discussion of the 
variable contracts offered by the trust 
account and of all underlying funding 
alternatives. The Commission does not 
believe it is appropriate to permit Form 
N-4 to be integrated with Form N-1A at 
this time, since it is adopting a new form 
specifically designed for trust accounts 
and which provides a simplified 
prospectus for those accounts. Further, a 
change in Commission policy on the 
prospectus delivery requirements for 
trust accounts may decrease regulatory 
compliance costs for registrants and 
their sponsors.47

Part A—Inform ation R equired in a 
Prospectus
2. Item 1—Cover Page

Proposed Form N-4 required that the 
cover page of the registrant’s prospectus 
contain a statement that the prospectus 
is hot valid unless preceded or 
accompanied by the prospectuses of a ll 
of the underlying funds in which a 
purchaser may invest. This statement 

•would have required a trust account to 
deliver its prospectus plus the 
prospectuses of all of its underlying 
portfolio companies upon the sale of a 
variable annuity contract. The 
Commission has reconsidered this 
statement and determined not to require 
it on a prospectus cover page; 
accordingly, upon a sale of a variable 
annuity contract, a trust account will not 
necessarily be required to deliver the 
prospectuses of all of its underlying 
portfolio companies. The Commission 
believes that the description of 
underlying portfolio companies that may 
be included in a trust account 
prospectus may, if appropriately 
presented, be treated as an omitting 
prospectus under section 10(b) of the 
1933 Act, thus removing the necessity 
for delivery of statutory prospectuses for 
those companies.48 Of course, delivery

47 The change in policy on prospectus delivery 
requirements follows in paragraph 2, the discussion 
on the cover page of the prospectus of Form N-4.

' 48 If an offer to invest in any or all of the
underlying portfolio companies of a trust account is 
made by means of a prospectus, then, of course, the

of a prospectus of an underlying 
company in which a contractowner 
actually invests will be required 
pursuant to section 5(b)(2) under the 
1933 Act (15 U.S.C. 77e(b)(2)).49

3. Item 4—Financial Information
As discussed earlier, the requirement 

for money market sub-accounts to 
provide a yield quotation has been 
deleted except where the registrant 
advertises on the basis of the sub­
account's yield. Paragraph (a) of this 
item will be adopted to require the 
registrant to show accumulation unit 
value at the beginning of a reporting 
period, at the end of the period, and the 
number of outstanding accumulation 
units, as proposed with modifications on 
the classes of accumulation units for 
which this information must be shown, 
as discussed in the prior section.50
Costs and Benefits

In its proposing release, the 
Commission stated that Forms N-3 and 
N-4 are intended to shorten and simplify 
the prospectus available to investors, 
and the Commission requested comment 
and data concerning the cost savings or 
burdens to insurance companies and 

* separate accounts. Two commentators 
submitted comments on this matter.
Both stated that the proposed forms

prospectus must meet the requirements of section 10 
x»f the 1933 Act. See sections 5(b)(1) {15 U.S.C. 
77e(b)(l)) and 2{10) of the 1933 Act {15 U.S.C. 
77(b)(10)j. The proposed cover page statement 
contemplated that a description of a portfolio 
company in a trust account prospectus would be 
treated as a prospectus under section 2(10) of the 
1933 Act, unless it wasLpreceded or accompanied by 
a prospectus meeting the requirements of section 
10(a) of the 1933 Act (a “statutory prospectus”). See 
section 2(10) of the 1933 Act. The description would 
therefore (if not preceded or accompanied by a 
statutory prospectus) violate section 5(b)(1) of the 
1933 Act, which requires that any prospectus used 
to offer a security for which a registration statement 
has been filed must meet the requirements of 
section 10 of the 1933 Act. The Commission, 
however, believes the description may be structured 
as an omitting prospectus complying with section 10 
for purposes of section 5(b)(1). See rule 482 under 
the 1933 Act (17 CFR 230.482) (under which certain 
advertisements by investment companies are 
deemed omitting prospectuses). Therefore, the trust 
account prospectus containing the description may 
be sent or given to an investor prior to, or at the 
same time as, a statutory prospectus for the 
portfolio companies.

49 This section requires that a statutory 
prospectus must accompany or precede any security 
carried by means of interstate commerce for the 
purpose of sale or for delivery after sale. Further, if 
a trust account offers exchange privileges permitting 
a contractowner to change his or her investment 
from one underlying fund to another, then the 
statutory prospectus of the fund into which a 
contractowner switches must be delivered prior to 
or upon the exchange pursuant to section 5(b)(2) of 
the 1933 Act (15 U.S.C. 77(e)(b)(2)).

50 See Paragraph 9 of the discussion on Forms N-3 
and N-4, on Item 4 of the forms—Condensed 
Financial Information, supra.
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would substantially reduce costs, 
including printing, mailing, and storage 
costs, and paperwork burdens. This 
savings will inure to the benefit of 
approximately 300 separate account 
registrants.
Transition Period

Forms N-3 and N-4 will eventually 
supplant Forms N -l, N-8B-2, and S-6 
for insurance company separate 
accounts funding variable annuity 
contracts. To permit the Commission 
and the industry to adjust to the new 
forms in an orderly fashion, the 
Commission is providing for a transition 
period of one year during which all 
registrants may use either the existing 
forms or the new forms. After the 
expiration of the one year transition 
period, separate accounts that fund 
variable annuity contracts will be 
permitted to use Forms N -l and S-6 
only if they no longer offer the contracts 
to new purchasers.51 However, the 
Commission encourages registrants to 
convert to the simplified prospectus 
format of Forms N-3 and N-4 since, as 
stated earlier, this format may be 
beneficial to both registrants and 
investors. Forms N -l, N-8B-2, and S-6 
will continue to be used by separate 
accounts that offer variable life 
insurance contracts.
Statutory Authority

The Commission hereby adopts Form 
N-3 and Form N-4, amendments to rules 
482, 486, 495, 496, and 497 under the 
Securities Act of 1933, and amendments 
to rules 8b-ll, 8b-12, and 30d-l under the 
Investment Company Act of 1940 
pursuant to the provisions of sections 7, 
10, and 19 of the Securities Act of 1933 
(15 U.S.C. 77g, 77j, and 77s) and sections 
8, 30, and 38 of the Investment Company 
Act of 1940 (15 U.S.C. 80a-8, 80a-29, and 
80a-37).
Guidelines for Registration Statements

Consistent with the Commission’s 
practice of publishing the views of the 
staff to assist issuers, their counsel, 
accountants, and others to comply with 
applicable provisions of the federal 
securities laws, the Commission . 
published for comment proposed 
guidelines prepared by the Division of 
Investment Management (the “sta ff’) to 
assist in the preparation of Forms N-3 
and N-4. Of the seven comment letters 
the Commission received on proposed 
Forms N-3 and N-4, five also discussed

51 Registrants converting to Form N-3 or Form N-4 
from one of the existing forms should not file the 
post-effective amendment to become automatically 
effective under rule 486(b) (17 CFR 230.486(b)); 
rather, registrants should use the procedure in rule 
486(a).

the guidelines. None of the five 
commentators opposed the guidelines, 
and all of the comments addressed 
specific substantive issues.

The staff has considered the 
comments and has modified some of the 
guidelines in response to the comments. 
The Commission has determined to 
publish the guidelines to Forms N-3 and 
N-4. They are a compilation of what the 
staff believes are applicable 
Commission releases and staff positions 
and interpretations, and their 
publication should assist registrants to 
expedite the registration process. 
However, publication of the views of the 
staff does not afford those views any 
legal status they would not otherwise 
have. Nor does such publication prevent 
the staff from applying the positions set 
forth in the guidelines flexibly in light of 
particular circumstances, or from 
changing those positions if appropriate.

Staff Discussion on Comments to 
Proposed Guidelines to Forms N-3 and 
N-4

The following is a brief synopsis of 
the comments on the proposed 
guidelines for Forms N-3 and N-4, 
which were published by the 
Commission. Since the guideline for the 
two forms are so similar, and the 
responses to comments often the same, 
the guidelines for both forms are 
generally discussed together. The next 
section follows the order of the 
guidelines to Forms N-3, but the 
discussion relates to the guidelines for 
both forms unless otherwise indicated 
by the headings in the discussion. It is 
followed by a discussion of guidelines 
that apply only to Form N-4. The 
guideline numbers in the following 
discussion refer to the guideline as 
published for proposal; in some 
instances, as indicated in text, they 
differ from the guideline numbers as 
published in final form.

Guidelines fo r  Forms N-3 and N-4
1. Proposed Guide 3 of the Guidelines 
for Form N-3—Investment Objectives 
and Policies

Proposed Guide 3 stated that the 
Statement of Additional Information 
should include disclosure of a policy 
that permits a particular practice even 
though not use within the past y.ear. One 
commentator said that this information 
is not significant to a prospective 
investor and should be deleted. This 
part of the guide is intended as a 
corollary to Item 5(d) of Form N-3, 
which states that a registrant should not 
include disclosure of this type of policy * 
in the prospectus. The staff is retaining

this part of the guide but it has been 
modified to clarify its meaning.

2. Proposed Guide 4 of the Guidelines 
for Forms N-3—Types of Securities

Guide 4 states that if a state insurance 
law limits the type of investment that 
the separate account may make to a 
greater extent than the registrant’s 
fundamental investment policies, the 
legal limitation should be disclosed in 
the prospectus. One commentator 
suggested that this guide should be 
modified to permit disclosure of this 
information in the Statement of 
Additional Information. The staff does 
not agree with this suggestion because, 
under these circumstances, the state law 
limitations are the primary restrictions 
on certain aspects of portfolio 
management. Consequently, the staff 
believes the information is material. 
Accordingly, this guide is being retained 
as proposed.

A discussion on repurchase 
agreeménts issued by brokers, dealers, 
or banks has been added to this guide. 
The discussion addresses the 
requirement that a repurchase 
agreement be fully collateralized.

3. Proposed Guide 5 of the Guidelines 
for Form N-3—Portfolio Turnover

As proposed, this guide stated that 
new separate accounts other than 
money market separate accounts should 
estimate the rate of portfolio turnover 
they would not exceed. One 
commentator asserted that this is 
impossible to predict accurately. The 
staff believes that this rate can be 
roughly estimated and that it is 
indicative of a registrant’s portfolio 
management intentions. Moreover, 
Guide 5 of the Guidelines to Forms N- 
1A requests the same information. This 
statement in the guide is being retained 
as originally published, particularly 
since the disclosure is suggested only for 
the Statement of Additional Information.

Proposed Guide 5 also stated that an 
existing separate account should 
disclose its rate of portfolio turnover for 
each of the past two years. One 
commentator questioned this statement 
in light of the requirement in Form N-3, 
Item 4, to set forth the portfolio turnover 
rate for each year for which financial 
information is presented. The staff 
agrees with this comment and has* 
deleted this statement from the guide.

4. Proposed Guide .7 of the Guidelines 
for Form N-3—The Borrowing of Money

One commentator suggested that the 
following guides be combined into one 
guide on senior securities: Guide 7—The 
Borrowing of Money, Guide 8—Senior
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Securities, Guide 10—Purchases on 
Margin, and Guide 13—Making Loans to 
Other Persons. The staff believes that 
organizing these issues in separate 
guides makes them easier and more 
convenient for registrants to use, and 
the organization is being retained as . 
proposed.

Proposed Guide 7 stated that if a 
registrant will borrow more than 5% of 
net assets, it should concisely discuss 
the purposes and consequences of such 
borrowing. One commentator stated it is* 
not clear what consequences should be 
discussed. Among the consequences 
that warrant disclosure, the staff 
believes, is the leveraging factor that 
results from this type of borrowing, and 
this has been indicated in a 
parenthetical added to the guide.

5. Proposed Guide 15 to the Guidelines 
for Form N-3—Trading to Avoid Long- 
Term Capital Gains and Losses

This guide has been removed since 
the Deficit Reduction Act of 1984 has 
effectively eliminated capital gains tax 
to the sponsoring insurance company 
attributable to gains and losses of the 
separate account.

6. Proposed Guide 20 to the Guidelines 
for Form N-3—Separate Accounts 
Investing in Other than High Grade 
Bonds

This guide, renumbered Guide 19 as 
published in final form, stated that 
where a registrant chooses to use 
certain rating criteria in its prospectus 
disclosure, the registrant should also 
disclose the minimal rating that the 
separate account would find acceptable 
under the rating criteria. One 
commentator asked whether the rating 
services’ description of their ratings may 
be disclosed in the Statement of 
Additional Information. The staff 
believes that where a registrant uses 
certain rating criteria, the description of 
the criteria should be disclosed, and it 
may be placed in the Statement of 
Additional Information.

7. Proposed Guide 21 to the Guidelines 
for Form N-3—Disclosure of Risk 
Factors

The staff is amending this guide to 
indicate more clearly its expectations 
for appropriate risk disclosure. The staff 
is concerned that many registrants have 
not been placing adequate risk 
disclosure in their prospectuses. 
Frequently, registrants with sub­
accounts offering a variety of securities 
portfolios merely state that there is no 
assurance that the investment objectives 
of each sub-account can be achieved, 
with no additional risk disclosure. The 
amended guide states that registrants

should address in the prospectus the 
principal speculative or risk factors 
arising from the securities being offered, 
which may, for example, be the result of 
the registrant’s particular investment 
objective, the type of securities in which 
it invests, the type or size of companies 
in which it invests, the investment 
techniques it employs, or from 
innovative or unusual methods of 
operation. This amended guide is 
intended to help registrants in the 
preparation of registration statements; it 
is not intended to limit comments on 
risk disclosure that the staff may have 
on any particular registration statement. 
As published in final form, the guide is 
numbered Guide 20.

8. Proposed Guide 24 to the Guidelines 
for Form N-3—Management of the 
Separate Account

As proposed, this guide stated in part 
that the prospectus should describe the 
responsibilities of the board of 
managers under the laws of the 
jurisdiction where the sponsoring 
insurance company was organized. One 
commentator said this statement was 
probably “cloned” from the guideline for 
Form N-1A, and it is inappropriate for 
the N-3 since a separate account is not a 
separate legal entity under state law 
and is not comparable to a mutual fund, 
The staff wishes to promote disclosure 
of the responsibilities of the board of 
managers, whether derived from the 
1940 Act, state’law, or the iundamental 
documents of the investment company. 
The guide, renumbered Guide 23 as 
published in final form, has been revised 
simply to request disclosure of the 
responsibilities of the board of 
managers.

9. Proposed Guide 25 to the Guidelines 
for Form N-3—Investment Advisory and 
Other Services

One commentator objected to the 
statement in this guide that Item 6 of 
Form N-3 requires a registrant to state 
that the adviser is responsible for 
portfolio management. The commentator 
pointed out that, in fact, Item 6 requires 
no such statement and that in some 
cases, the officers of an investment 
company actually make investment 
decisions based on advice furnished by 
the investment adviser. The staff has 
amended to the guide to reflect more 
closely the language of Item 6, which 
requires a registrant to disclose the 
services provided by its investment 
adviser, and, in response to Item 6, 
suggests that a registrant disclose 
whether the investment adviser is 
responsible for portfolio management, 
and if not, who is. This guide has been 
published in final form as Guide 24.

10. Proposed Guide 27 of the Guidelines 
for Form N-3 and Proposed Guide 4 of 
the Guidelines for Form N-4— 
Redemption

This proposed guide described the 
redemption requirements of section 
22(e) of the 1940 Act (15 U.S.C. 80(a)- 
22(e)), which applies to both 
management and trust'accounts since 
each issues redeemable securities.52 One 
commentator stated that the guide is 
inappropriate since separate accounts 
are not only registered investment 
companies but also funding vehicles for 
insurance contracts. The application of 
the redemption provisions of the 1940 
Act to variable annuities has been 
considered by the staff and registrants 
over years of regulation of variable 
annuities, and the application of section 
22(e) to variable annuities is well 
settled.53 A description of rules 22e-l 
and 27c-l under the 1940 Act [17 CFR 
270.22e-l and 270.27c-l] has been added 
to the guide. These rules exempt 
reqistrants from the 1940 Act’s 
redeemability requirements during a 
payout period with respect to variable 
payout options based upon life 
contingencies.

One statement in this guide provided 
that registrants must disclose in the 
prospectus procedures for obtaining 
payment upon redemption shortly after 
purchase. A commentator questioned 
the need for this prospectus disclosure 
in light of “free look” provisions of 
variable annuity contracts and the long­
term nature of variable annuity 
contracts. However, the staff believes 
that redemption procedures may be very 
important to investors and is retaining 
this statement in the guide. Similarly, 
the staff is retaining a statement that 
registrants should disclose procedures 
by which an investor can avoid delays 
in payments such as use of a certified 
check. As published in final form, this 
guide is Guide 26 in the Guidelines for 
Form N-3 and Guide 3 in the Guidelines 
for Form N-4.

11. Proposed Guide 29 of the Guidelines 
for Form N-3 and Proposed Guide 5 of 
the Guidelines for Form N-4— 
Distribution Expenses

The proposed guideline on 
distribution expenses addressed special 
arrangements to sell variable annuity 
contracts to customers of despository

“ Section 27(c)(1) requires that periodic payment 
plan certificates be redeemable securities.

531 See in the Matter o f  The Prudential Insurance 
Company o f  America, 41 S.E.C. 335 (1963), affirmed  
sub nom., Prudential Insurance Co. o f  America v. 
SEC. 326 F.2d 383 (3d Cir. 1964), cert, denied, 377 
U.S. 953 (1964).
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institutions that may raise issues under 
the Glass-Steagall Act. Several 
commentators questioned the relevance 
of this guide to insurance company 
separate accounts. Even though it may 
now be of limited applicability; the staff 
has retained this part of the guide 
because of the rapid state of change in 
the financial services industry in recent 
years.

A new section has also been added to 
this guide. It addresses representations 
made by separate accounts in 
connection with applications for 
exemptive relief from sections ~~ 
26(a)(2)(C) and 27(c)(2) of the 1940 Act 
to permit the deduction of charges for 
the assumption of mortality and/or 
expense risks. These representations 
relate to the possibility of direct or 
indirect use of account assets to finance 
distribution expenses. The revised 
guideline indicates that these 
representations should go in the 
Statement of Additional Information. 
The guide is published in final form as 
Guide 28 in the Guidelines for Form N-3 
and Guide 4 in the Guidelines for Form 
N-4

12. Proposed Guide 30 of the Guidelines 
for Form N-3—Tax Consequences

This guideline addressed the 
offsetting of capital gains of one series 
against the losses of another series for a 
series account. Since the Deficit 
Reduction Act of 1984 eliminated 
taxation of capital gains and losses for 
an insurance company attributable to its 
separate account, this guideline has 
been removed.

13. Proposed Guide 34 to the Guidelines 
for Form N-3 and Proposed Guide 9 to 
the Guidelines for Form N-4— 
Administrative Charges

Two commentators addressed 
disclosure recommended by the guide. 
The proposed guide stated that where a 
registrant charges an administrative 
charge as a percentage of assets, it 
should disclose that contractowners 
with larger account values may be 
subsidizing services provided to 
contractowners with smaller account 
values. One commentator asserted that 
larger accounts do not always subsidize 
smaller ones and that large accounts 
usually require more servicing than 
small ones. The staff has revised the 
guide, as recommended by the 
commentator, to suggest disclosure that 
there is no necessary relationship 
between the administrative charge 
imposed on a given contract and the 
amount of expenses that may be 
attributable to that contract. This guide 
has been published in final form as 
Guide 32 in the Guidelines for Form N-3
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and Guide 8 in the Guidelines for Form 
N-4.

14. Proposed Guide 35 to the Guidelines 
for Form N-3 and Proposed Guide 10 to 
the Guidelines for Form N-4—Deferred 
Sales Loads

In discussing the disclosure on 
deferred sales loads, the staff stated that 
a sales load not subject to any 
contingency should be described as a 
deferred sales load, not a contingent 
deferred load. In response to a comment 
questioning the meaning of “contingent,” 
the staff is adding a sentence to indicate 
that a deferred sales load does not 
become contingent solely because the 
sales load is waived in the event of an 
annuitant’s death, or if the registrant 
provides that a percentage of contract 
value may be withdrawn without 
imposition of a sales load. The guide has 
been renumbered Guide 33 and Guide 9 
in the Guidelines for Forms N*-3 and N- 
4, respectively, as published in final 
form.
15. Proposed Guide 36 of the Guidelines 
for Form N-3 and Proposed Guide 11 of 
the Guidelines for Form N-4—Annuity 
Payments t - ,.

This guide, renumbered Guides 34 and 
10 in the published Guidelines for Forms 
N-3 and N-4, respectively, has been 
largely rewritten to reflect the changes 
in Forms N-3 and N-4 on the disclosure 
required for annuity payments. The 
guide outlines the disclosure 
requirements of the forms and suggests 
that registrants discuss factors that 
affect the level of payments in the 
annuity options available. As 
recommended by one commentator, it 
calls for disclosure that is written in a 
practical, narrative fashion, and it 
discusses appropriate disclosure where 
annuitants are given a choice of 
assumed investment returns in the 
annuity options.

The guide also addresses disclosure 
required for the Statement of Additional 
Information on the method for 
determining the amount of annuity 
payments. The guide retains much of the 
text from its proposal on appropriate 
disclosure of initial payments and 
subsequent payments for variable 
annuity options.
16. Proposed Guide 37 of the Guidelines 
for Form N-3 and Proposed Guide 12 of 
the Guidelines for Form N-4—Assumed 
Interest Rates

The discussion of assumed interest 
rates, described in the adopted Forms as 
assumed investment return, has been 
included in the guide on annuity 
payments; therefore, the proposed Guide 
37 for the Guidelines for Form N-3 and
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proposed Guide 12 of the Guidelines for 
Form N-4 have been deleted.

17. Proposed Guide 39 to the Guidelines 
for Form N-3 and Proposed Guide 14 to 
the Guidelines for Form N -4— 
Automatic Annuity Options

In this guide, the staff affirmed its 
position that, generally, an automatic 
purchase of a fixed annuity with 
amounts that have accumulated on a 
variable basis is inconsistent with 
section 27(c)(1) of the 1940 Act. Section 
27(c)(1) requires variable annuity 
contracts to be redeemable securities. 
One commentator opposed this position 
asserting that an automatic fixed 
annuity feature is not a forced 
redemption and that the staff position 
doesn’t take cognizance of variable 
annuities as a vehicle for retirement 
income. The commentator stated that 
annuity options including a “default 
provision,” are fully disclosed, 
annuitants are generally given several 
opportunities to make a choice of payout 
option, and that the vast majority of 
participants select a fixed annuity.

The staff continues to believe that a 
contract with an automatic fixed 
annuity feature is not a redeemable 
security and is therefore inconsistent 
with section 27(c)(1).54 The staff 
believes that where an annuitant has 
indicated that he or she wishes to invest 
in a separate account offering variable 
accumulation, the insurance company 
should not alter the annuitant’s 
intentions in the absence of express 
authorization. Where variable and fixed 
payout options are provided, the staff 
believes that an automatic fixed annuity 
would constitute a substitution of the 
judgment of the insurance company for 
that of the annuitant. Further, the staff 
believes its position helps ensure that an 
insurance company will contact an 
annuitant to determine his or her choice 
of an annuity option. This guide has 
been published in final form as Guide 36 
in the Guidelines for Form N-3 and 
Guide 12 in the Guidelines for Form N-4.

18. Proposed Guide 40 in the Guidelines 
for Form N-3 and Proposed Guide 15 in 
the Guidelines for Form N-4—Legal 
Opinions

These proposed guides have been 
deleted because the undertakings to 
both Forms N-3 and N-4 have been 
amended to state more accurately the 
opinion of counsel required for the 
registration statement. The guides had

54 Section 2(a)(32) under the 1940 Act define« a 
redeemable security as a security under which the 
holder is entitied to receive approximately his 
proportionate share of the issuer's current net assets 
upon presentation of the security to the issuer.
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served to explain the proposed 
undertakings, but the explanation is no 
longer necessary.

Guidelines for Form N-4
The following discussion relates to a 

guideline to Form N-4. Guidelines 
common to Form N-4 and Form N-3 are 
discussed in the prior section. Proposed 
Guide 2 to the Guidelines for Form N- 
4—Cover Page

As proposed, the guide stated that the 
cover page must contain a statement 
that the prospectus is not valid unless 
preceded or accompanied by 
prospectuses of all the portfolio 
companies in which a purchaser may 
invest. The policy on the prospectus 
delivery requirements for trust accounts 
has been changed so that only the 
prospectuses of the underlying portfolio 
companies in which an investor invests 
need be delivered.55 This guide has 
been deleted.
List of Subjects

Parts 230 and 239
Reporting and recordkeeping 

requirements, Securities.
Parts 270 and 274 %

Investment companies, Reporting and 
recordkeeping requirements, Securities.Text of Rules and Forms

PART 230—GENERAL RULES AND 
REGULATIONS, SECURITIES ACT OF 
1933

The Commission is amending Chapter 
II, Title 17 of the Code of Federal 
Regulations as follows:

1. The authority citation for 
Regulation C of Part 230 is revised to 
read in part as follows:

Authority: Sections 230.400 to 230.499 
issued under the Securities Act of 1933, as 
amended, 15 U.S.C. 77a e t seq. * * *

Note.—In §§ 230.400 to 230.499, the 
numbers to the right pf the decimal point 
correspond with the respective rule number 
in Regulation C, under the Securities Act of 
1933. !

2. By revising the text of paragraph (d) 
preceding the note of § 230.482 to read 
as follows:

§ 230.482 Advertising by an investment 
company as satisfying requirements of section 10.
* ★  * ★  *

(d) In the case of an investment 
company which holds itself out to be a 
‘‘money market” fund or has an 
investment policy calling for investment 
of at least 80% of its assets in debt

55 This is discussed in the Commission r e le a s e  in the section on th e  cover p a g e  of Form N -4 .

securities maturing in 13 months or less, 
any quotation of such company’s yield 
contained in such advertisement shall 
be: (1) a quotation of current yield based 
on the method of compiitation 
prescribed in Form N -l (set forth in 
§ § 239.15 and 274.11 of this chapter), 
Form N -l A (set forth in § § 239.15A and 
274.11A of this chapter), Form N-3 (set 
forth in §§ 239.17a and 274.11b of this 
chapter), or Form N-4 (set forth in 
§§ 239.17b and 274.11c of this chapter) 
and identifying the length of and the 
date of the last day in the base period 
used in computing that quotation, or (2) 
a quotation of current yield described in 
paragraph (d)(1) of this section and a 
corresponding quotation of effective 
yield determined in accordance with the 
instructions as to the calculation of 
effective yield quotations contained in 
Forms N -l, N-1A, N-3, or N-4.

3. By revising paragraphs (b)(2) 
introductory text, (b)(3), and (b)(4), and 
adding paragraph (f) to § 230.486 to read 
as follows:

§ 230.486 Effective date of post-effective 
amendments filed by registered separate 
accounts of insurance companies.
* * * *

(b) * * *'
(2) Any prospectus or Statement of 

Additional Information filed as a part of * 
such amendment does not include 
disclosure relating to any of the 
following events to the extent that such 
events have occurred since the effective 
date of the registrant’s registration 
statement or the effective date of its 
most recent post effective amendment 
thereto which included a prospectus or 
Statement of Additional Information, 
whichever is later, unless such events 
are disclosed in a post-effective 
amendment filed pursuant to paragraph
(a) of this section which has not yet 
become effective:
★  * * • * ★

(3) The registrant represents that no 
material event requiring disclosure in 
the prospectus, other than one listed in 
paragraph (b)(1) of this section, has 
occurred since the latest of three dates:
(i) The effective date of the separate 
account’s registration statement: (ii) the 
effective date of its most recent post 
effective amendment to its registration 
statement which included a prospectus: 
or (iii) the filing date of a post-effective 
amendment filed pursuant to paragraph
(a) of this section which has not yet 
become effective;

(4) Such amendment recites on the 
facing sheet thereof that the registrant 
proposes that the amendment will

become effective pursuant to paragraph
(b) of this section.
* * * * ★

(f) For purposes of this section, a post­
effective amendment to a registration 
statement for an offering of securities by 
a registered separate account as defined 
in section 2(a)(37) of the Investment 
Company Act of 1940 (15 U.S.C. 80a- 
2(a)(37)), as that term is used in 
paragraphs (a) and (b) of this section 
and as such amendments are referred to 
in paragraphs (c) and (d) of this section, 
shall include a post-effective 
amendment to a registration statement 
for an offering of securities by an 
insurance company funded through a 
separate account, as defined in section 
2(a)(37) of the Investment Company Act 
of 1940 (15 U.S.C. 80a-2(a)(37)), where 
the separate account need not register 
under the Investment Company Act of 
1940 pursuant to section 3(c)(11) thereof 
(15 U.S.C. 80a-3(c)(ll)).

4. By revising paragraphs (a), (c), and
(d) of § 230.495 to read as follows:

§ 230.495 Preparation of registration 
statement.

(a) A registration statement on Form 
N-1A, Form N-3, or Form N-4 shall 
consist of the facing sheet of the 
applicable form; cross-reference sheet; a 
prospectus containing the information 
called for by such form; the information; 
list of exhibits; undertakings and 
signatures required to be set forth in 
such form; financial statements and 
schedules; exhibits; any other 
information or documents filed as part 
of the registration statement; and all 
documents or information incorporated 
by reference in the foregoing (whether 
or not required to be filed). 
* * * * *

(c) In the case of a registration 
statement filed on Form N-1A, Form N- 
3, or Form N-4, Parts A and B shall 
contain the information called for by 
each of the items of the applicable Part, 
except that unless otherwise specified, 
no reference need be made to 
inapplicable items, and negative 
answers to any item may be omitted. 
Copies of Parts A and B may be filed as 
part of the registration statement in lieu 
of furnishing the information in item- 
and-answer form. Wherever such copies 
are filed in lieu of information in item- 
and-answer form, the text of the items of 
the form is to be omitted from the 
registration statement, as well as from 
Parts A and B, except to the extent 
provided in paragraph (d) of this section.

(d) In the case of a registration 
statement filed on Form N-lA, Form N- 
3, or Form N-4, where any item of those 
forms calls for information not required
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to be included in Parts A and B,
(generally Part C of sucb form) the text 
of such items, including the numbers 
and captions thereof, together with the 
answers thereto shall be filed with Parts 
A and B under the cover of the facing 
sheet of the form as a part of the 
registration statement However, the 
text of such items may be omitted 
provided the answers are so prepared as 
to indicate the coverage of the item 
without the necessity of reference to the 
text of the item. If any such item is 
inapplicable, or the answer thereto, is in 
the negative, a statement to that effect 
shall be made. Any financial statements 
not required to be included in Parts A or 
B shall also be Bled as part of the 
registration proper, unless incorporated 
by reference pursuant to Rule 411 
(§ 230.411 of this chapter).

5. By revising § 230.496 to read as 
follows:

§ 230.496 Contents of prospectus used 
after nine months.

In the case of a registration statement 
filed on Form N-1A, Form N-3, or Form 
N-4 there may be omitted from any 
prospectus or Statement of Additional 
Information used more than 9 months 
after the effective date of the 
registration statement any information 
previously required to be contained in 
the prospectus or the Statement of 
Additional Information insofar as later 
information covering the same subjects, 
including the latest available certified 
financial statements, as of a date not 
more than 16 months prior to the use of 
the prospectus or the Statement of 
Additional Information is contained 
therein.

6. By revising paragraphs (c) and (e) of 
§ 230.497 to read as follows:

§ 230.497 Filing of prospectuses—number 
of copies.
* * * * *

(c) For investment companies filing on 
Form N -lA  (§ 239.12A and § 274.11A of 
this chapter), Form N-3 (§ 239.17a and 
§ 274.11b of this chapter), or Form N-4 
(§ 239.17b and § 274.11c of this chapter), 
within five days after the effective date 
of a registration statement or the 
commencement of a public offering after 
the effective date of a registration 
statement, whichever occurs later, ten 
copies of each form of prospectus and 
Statement of Additional Information 
used after the effective date in 
connection with such offering shall be 
filed with the Commission in the exact 
form in which it was used. 
* * * * *

(e) For investment companies filing on 
Form N -lA , Form N-3, or Form N-4, 
after the effective date of a registration

statement no prospectus which purports 
to comply with section 10 of the act or 
Statement of Additional Information 
which varies from any form of 
prospectus or Statement of Additional 
Information filed pursuant to paragraph
(b) of this section shall be used until 
copies thereof have been filed with, or 
mailed for filing to, the Commission, 
together with five copies of a cross 
reference sheet similar to that 
previously filed, if changed.
* * * * *

PART 239—FORMS PRESCRIBED 
UNDER THE SECURITIES ACT OF 1933

7. The authority citation for Part 239 is 
revised to read in part as follows:

Authority: TKe Securities Act of 1933,15 
U.S.C. 77a et seq. * * *

8. By adding § 239.17a to read as 
follows:

§ 239.17a Form N-3, registration 
statement for separate accounts organized 
as management investment companies.

Form N-3 shall be used for 
registration under the Securities Act of 
1933 of securities of separate accounts 
that offer variable annuity contracts and 
which register under the Investment 
Company Act of 1940 as management 
investment companies, and certain other 
separate accounts. This form is also to 

‘be used for the registration statement of 
such separate accounts pursuant to 
Section 8(b) of the Investment Company 
Act of 1940 (§ 274.11b of this chapter).

9. By adding § 239.17b to read as 
follows:

§ 239.17b Form N-4, registration 
statement for separate accounts organized 
as unit investment trusts.

Form N-4 shall be used for 
registration under the Securities Act of 
1933 of securities of separate accounts 
that offer variable annuity contracts and 
which register under the Investment 
Company Act of 1940 as unit investment 
trusts, and certain other separate 
accounts. Thi9 form is also to be used 
for the registration statement of such 
separate accounts pursuant to Section 
8(b) of the Investment Company Act of 
1940 (§ 274.11c of this chapter).

PART 270—RULES AND 
REGULATIONS, INVESTMENT 
COMPANY ACT OF 1940

10. The authority citation for part 270 
is revised to read in part as follows:

Authority: The Investment Company Act of 
1940, as amended, 15 U.S.C. 80a-l et seq.
*  * *

11. By revising paragraph (b) of 
§ 270.8b-ll to read as follows:

§ 270.8b-11 Number of copies-signatures- 
binding.
*  *  *  *  *

(b) In the case of a registration 
statement filed on Form N -lA , Form N- 
3, or Form N-4, three complete copies of 
each part of the registration statement 
(including exhibits and all other papers 
and documents filed as part of Part C of 
the registration statement) shall be filed 
with the Commission. 
* * * * *

12. By revising paragraph (b) of 
§ 270.8b-12 to read as follows:

§ 270.8b-12 Requirements as to paper, 
printing and language.
*  *  *  *  *

(b) In the case of a registration 
statement filed on Form N-lA, Form N- 
3, or Form N-4, Part C of the registration 
statement shall be filed on good quality, 
unglazed, white paper, no larger than 
8V2 by 11 inches in size, insofar as 
practicable. The prospectus and 
Statement of Additional Information, 
however, may be filed on smaller-sized 
paper provided that the size of paper 
used in each document is uniform.
*  ~  *  *  *  *

13. By revising paragraph (a) of 
§ 270.30d-l to read as follows:

§ 270.30d-1 Reports to stockholders of 
management companies.

(a) Every registered management 
company shall transmit to each 
stockholder of record, at least semi­
annually, a report containing the 
financial statements required to be 
included in such reports by the 
company’s registration statement form 
under the 1940 Act (instructions E and F 
of Item 18 of Form N -l, instructions 5 
and 6 of Item 23 of Form N-lA, Item 20 
of Form N-2, or Item 27(a) of Form N-3) 
except that the initial jeport of a newly 
registered company shall be made as of 
a date not later than the close of the 
fiscal year or half-year occurring on or 
after the date on which the company’s 
notification of registration under the 
1940 Act is filed with the Commission. 
* * * * *

PART 274—FORMS PRESCRIBED 
UNDER THE INVESTMENT COMPANY 
ACT OF 1940

14. The authority citation for Part 274 
continues to read in part as follows:

Authority: The Investment Company Act of 
1940,15 U.S.C. 80a-l et seq. * * *

15. By adding § 274.11b to read as 
follows:
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§ 274.11b Form N-3, registration 
statement of separate accounts organized 
as management investment companies.

Form N-3 shall be used as the 
registration statement to be filed 
pursuant to Section 8(b)-of the 
Investment Company Act of 1940 by 
separate accounts that offer variable 
annuity contracts to registeras 
management investment companies.
This form shall also be used for 
registration under the Securities Act of 
1933 of the securities of such separate 
accounts (§ 239.17a of this chapter).

16. By adding § 274.11c to read as 
follows:

§ 274.11c Form N-4, registration 
statement of separate accounts organized 
as unit investment trusts.

Form N-4 shall be used as the 
registration statement to be filed 
pursuant to Section 8(b) of the 
Investment Company Act of 1940 by 
separate accounts that offer variable 
annuity contracts to register as unit 
investment trusts. This form shall also 
be used for registration under the 
Securities Act of 1933 of the securities of 
such separate accounts (§ 239.17b of this 
chapter).

Regulatory Flexibility Act Certification
Pursuant to section 605(b) of the 

Regulatory Flexibility Act, 5 U.S.C.
605(b), the Chairman of the Commission 
previously certified that Form N-3, Form 
N-4, and the amendments to rules 482, 
486,495, 496, and 497 under the 1933 Act 
and 8b -ll, 8b-12, and 30d-l under the 
1940 Act, if adopted, will not have a 
significant economic impact on a 
substantial number of small entities. No 
comments were received on that 
certification.

By the Commission.
Shirley E . Hollis,
Assistant Secretary.
June 14,1985.

Note.—Forms N-3 and N-4 and the 
guidelines for such forms will not be shown 
in the Code of Federal Regulations.

Form N-3—Registration Statement Under the 
Securities Act of 1933 □
Pre-Effective Amendment No.--------- □
Post-Effective Amendment N o.--------- □
and/or

Registration Statement Under The Investment 
Company Act of 1940 □Amendment N o.---------
(Check appropriate box or boxes.)

(Exact Name of Registrant)(Name of Insurance Company)

(Address of Insurance Company’s Principal 
Executive Offices)

(Zip Code)----——---------------------------------------
Insurance Company’s Telephone Number, 
including Area Code____________

(Name and Address of Agent for Service) 
Approximate Date of Proposed Public 
Offering_______ _
'It is proposed that this filing will become 
effective (check appropriate space)
--------- immediately upon filing pursuant to

paragraph (b) of Rule 486
--------- on (date) pursuant to paragraph (b) of

Rule 486
--------- 60 days after filing pursuant to

paragraph (a) of Rule 486
--------- on (date) pursuant to paragraph (a) of

Rule 486

Ca l c u la t io n  o f  R e g is tr a t io n  Fee  U nder  
t h e  Se c u r it ie s  A c t  o f  1933

Title of 
securities 

being 
registered

Amount
being

registered

Proposed 
maximum 
offering 

price per 
unit

Proposed
maximum
aggregate

offering
price

Amount
of

registra­
tion fee

The “Approximate Date of Proposed Public 
Offering” and the table showing the 
calculation of the registration fee under the 
Securities Act of 1933 should be included 
only where securities are being registered 
under the Securities Act. Registrants that are 
registering an indefinite number of securities 
under the Securities Act pursuant to 
Investment Company Act Rule 24f-2 (17 CFR 
270.24f-2) should include the declaration 
required by Rule 24f—2(a)(1) on the facing 
sheet, instead of or in addition to the 
Securities Act registration fee table.

Contents of Form N-3
General Instructions

A. Rule as to Use of Form N-3
B. Registration Fees
C. Special Terms
D. Application of General Rules and 

Regidations
E. Amendments
F. Incorporation by Reference
G. Documents Comprising the Registration 

Statement or Amendment
H. Preparation of the Registration 

Statement or Amendment
Part A—Information Required in a Prospectus 

Item 1. Cover Page 
Item 2. Definitions 
Item 3. Synopsis or Highlights 
Item 4. Condensed Financial Information 
Item 5. General Description of Registrant 

and Insurance Company 
Item 6. Management 
Item 7. Deductions and Expenses 
Item 8. General Description of Variable 

Annuity Contracts 
Item 9. Annuity Period 
Item 10. Death Benefit 
Item 11. Purchases and Contract Value 
Item 12. Redemptions 
Item 13. Taxes 
Item 14. Legal Proceedings 
Item 15. Table of Contents of the Statement 

of Additional Information 
Part B—Information Required in a Statement 

of Additional Information

Item 16. Cover Page 
Item 17. Table of Contents 
Item 18. General Information and History 
Item 19. Investment Objectives and Policies 
Item 20. Management 
Item 21. Investment Advisory and Other 

Services
Item 22. Brokerage Allocation 
Item 23. Purchase and Pricing of Securities 

Being Offered 
Item 24. Underwriters 
Item 25. Calculation of Yield Quotations of 

Money Market Sub-Accounts 
Item 26. Annuity Payments 
Item 27. Financial Statements 

Part C—Other Information 
Item 28. Financial Statements and Exhibits 
Item 29. Directors and Officers of the 

Insurance Company
Item 30. Persons Controlled by or Under 

Common Control with the Insurance 
Company or Registrant 

Item 31. Number of Contractowners 
Item 32. Indemnification 
Item 33. Business and Other Connections of 

Investment Adviser 
Item 34. Principal Underwriters 
Item 35. Location of Accounts and Records 
Item 36. Managements Services 
Item 37. Undertakings 

Signatures
General Instructions

A. Rule as to Use o f Form N-3. Form N-3 
shall be used by all separate accounts 
offering variable annuity contracts which are 

^registered under the Investment Company 
Act of 1940 (“1940 Act”) as management 
investment companies for: (1) An initial 
registration statement required by section 
8(b) of the 1940 Act (15 U.S.G 80a-8(b)) and 
any amendments thereto; (2) a registration 
statement required under the Securities Act 
of 1933 (“1933 Act”) and any amendments 
thereto; or (3) any combination of these 1940 
Act and 1933 Act filings.

Form N-3 shall also be used to file a 
registration statement under the 1933 Act, 
and any amendments thereto, for variable 
annuity contracts funded by separate 
accounts which would be required to be 
registered under the 1940 Act as management 
investment companies except for the 
exclusion provided by section 3(c)(ll) of the 
1940 Act.

B. Registration Fees. Section 6(b) of the 
1933 Act (15 U.S.C. 77(f)(b)) and Rule 457 (17 
CFR 230.457) set forth the fee requirements 
under the 1933 Act. Rule 8b-6  under the 1940 
Act (17 CFR 270.8b-6) sets forth the fee for 
filing an initial registration statement under 
that Act. The 1940 Act fee is in addition to 
the fee required under the 1933 Act. 
Registrants that are increasing the number or 
amount of securities registered or registering 
an indefinite number of their securities are 
also directed to Rules 24e-2 and 24f-2, 
respectively, under the 1940 Act (17 CFR 
270.24e-2 and 270.24f-2) to compute the filing 
fee.

C. Number o f Copies. Filings of registration 
statements on Form N-3 shall contain the 
number of copies specified in Securities Act 
Rule 402 (17 CFR 230.402), except that seven 
additional copies of the registration 
statement shall be furnished to the



26162 Federal Register / Vol. 50, Ño. 122 / Tuesday, June 25, 1985 / Rules and Regulations

Commission, instead of the ten additional 
copies required by Rule 402(b).

Filings of amendments on Form N-3 shall 
contain the number of copies specified in 
Securities Act Rule 472 (17 CFR 230.472), 
except that there shall be filed with the 
Commission three additional copies of such 
amendment, two of which shall be marked to 
indicate clearly and precisely, by underlining 
or in some other appropriate manner, the 
changes made in the registration statement 
by the amendment, instead of the eight 
additional copies with at least five marked as 
required by Rule 472(a) (17 CFR 230.472(a)).

D. S pecial Terms. The following terms, 
when used in Form N-3, shall mean:

Registant. The term “Registrant" means the 
separate account (as defined in section 
2(a)(37) of the 1940 Act (15 U.S.C. 80a- 
2(a)(37))) which offers the variable annuity 
contracts.

Insurance Company. The term “insurance 
company” means the sponsoring insurance 
company that establsihes and maintains the 
separate account and which owns the assets 
of the separate account.

V ariable Annuity Contract. The term 
“variable annuity contract” means any 
accumulation contract or annuity contract, 
any portion thereof, or any unit of interest or 
participation therein pursuant to which the 
value of the contract, either during an 
accumulation period or after'annuitization, or 
both, varies according to the investment 
experience of the separate account in which 
the contract participates. Unless the context 
otherwise requires, the term refers to the 
variable annuity contracts being offered 
pursuant to the Registration Statement 
prepared on this Form.

Contractowner Account. The term 
“contractowner account” means any account 
of any contractowner, participant, annuitant, 
or beneficiary to which (net) purchase 
payments under a variable annuity contract 
are added and from which administrative or 
transaction charges may be subtracted.

E. A pplication o f G eneral R ules and  
Regulations. If the registration statement is 
being filed under both the 1933 and 1940 Acts 
or under only the 1933 Act, the General Rules 
and Regulations under the 1933 Act, 
particularly Regulation C (17 CFR 230.400- 
497), shall apply, and compliance with them 
will be deemed to the meet the Rules for 1940 
Act Registration Statements. However, if the 
registration statement is being filed only 
under the 1940 Act, the General Rules and 
Regulations under that Act, particularly 
Regulation 8(b) (17 CFR 270.8b-l to 8b-32), 
shall apply, exept as noted in General 
Instruction F below.

F. Amendments. Attention is specifically 
directed to Rule 8b-16 under the 1940 Act (17 
CFR 270.8b-16) which requires the annual 
amendment of Registration Statements filed 
pursuant to Section 8(b) of the 1940 Act. 
Where Form N-3 has been used to file a 
registration statement under both the 1933 
and 1940 Acts, any amendment of that 
registration statement shall be deemed to be 
filed under both Acts unless otherwise 
indicated on the facing sheet.

G. Incorporation by  R eference. A 
Registrant may, at its discretion, incorporate 
all or port of the Statement of Additional

Information into the prospectus, without 
physically delivering the Statement of 
Additional Information to investors with the 
prospectus. But the Statement of Additional 
Information must be available to the investor 
upon request at no charge and any 
information or documents incorporated by 
reference into the Statement of Additional 
Information must be provided along with the 
Statement of Additional Information.

Rule 411 under the 1933 Act (17 CFR 
230.411), and Rules 0-4, 8b-23, 8b-24, and 8b - 
32 under the 1940 Act 17 CFR 270.0-4, 270.8b- 
23, 270.8b-24, and 270.8b-32 contain guidance 
on incorporating information or documents 
by reference into a registration statement 
filed on Form N-3. In general, a Registrant 
may incorporate by reference, in the answer 
to any item of Form N-3 not required to be in 
the prospectus, any information elsewhere in 
the registration statement or in other 
statements, applications, or reports filed with 
the Commission.

The rules on incorporation by reference 
under both the 1933 Act ¿nd the 1949 Act are 
subject to the limitations of Rule 24 of the 
Commission’s Rulés of Practice (17 CFR 
201.24). Since Rule 24 may be amended from 
time to time, Registants are advised to review 
the Rule before incorporating by reference 
any document as an exhibit to a registration 
statement.

Subject to these rules, a Registrant may 
incorporate by reference into the prospectus 
or the Statement of Additional Information in 
response to Items 4(a) or 27 of Form N-3 the 
information in any report to contractowners 
meeting the requirements of section 30(d) of 
the 1940 Act (15 U.S.C. 80a-29(d)) and Rule 
30d-l (17 CFR 270.30d-l), provided:

1. The material incorporated by reference 
is prepared in accordance with, and covers 
the periods specified by, this Form;

2. The Registrant states in the prospectus 
or the Statement of Additional Information, 
at the place where the information would 
normally appear, that the information is 
incorporated by reference from a report to 
security-holders. The Registrant may also 
describe, in either the prospectus, the 
Statement of Additional Information, or Part 
C of the Registration Statement (in response 
to Item 28(a)), any parts of the report to 
securityholders that are not incorporated 
reference and are not a part of the 
Registration Statement; and

3. The material incorporated by reference 
is provided with the prospectus or the 
Statement of Additional Information to each 
person to whom the prospectus or the 
Statement of Additional Information is given, 
unless the person holds securities of the 
Registrant and otherwise has received a copy 
of the material. However, Registrant must 
state in the prospectus or the Statement of 
Additional Information that it will furnish, 
without charge, another copy of such report 
on request and the name, address, and 
telephone number of the person to contact.

H. Document Comprising the Registration  
Statem ent or Amendment, i .  A registration 
statement or an amendment to it filed under 
both the 1933 and 1940 Acts, except for an 
amendment described in paragraph 5 below, 
shall consist of the facing sheet of the Form, 
the cross-reference sheet required by Rule

495(a) under the 1933 Act (17GFR 230.495(a)), 
Part A, Part B, Part C, required signatures, all 
other documents filed as a part of the 
registration statement, and documents or 
information permitted to be incorporated by 
reference, whether or not required to be filed.

2. A registration statement or an 
amendment to it which is filed under only the 
1933 Act shall contain all the information and 
documents specified in paragraph 1 of the 
this Instruction H, except for an amendment 
filed only under sections 24(e) or (f) of the 
1940 Act (15 U.S.C. 80a-24(e), 80a-24(f)).

3. An amendment to a 1933 Act registration 
^statement filed only to register additional
securities under Section 24(e) or 24(f) of the 
1940 Act need only consist of the facing sheet 
of the Form, required signatures, and, if filed 
pursuant to section 24(e) of the 1940 Act, an 
opinion of counsel concerning the legality of 
the securities being registered. Registrants 
are reminded that an opinion of counsel must 
accompany a Rule 24f-2 notice filed by 
Registrants that have registered an indefinite 
number of their shares.

4. A registration statement or an 
amendment to it which is filed under only the 
1940 Act shall consist of the facing sheet of 
the Form, a cross-reference sheet, responses 
to all items of Parts A and B except Items 1, 2, 
9, and 10, responses to all items of Part C 
except Items 28(b) (5), (12), (13), and (14), 
required signatures, and ail other documents 
filed as part of the registration statement.
, 5. An amendment permitted by paragraph
(d)(2) of Rule 486 under the 1933 Act (17 CFR 
230.486), which is filed under paragraph (b) of 
that Rule to change the disclosure in an 
amendment filed under paragraph (a), shall 
consist of the facing sheet of the Form, a 
cross-reference sheet, responses to any items 
of Part A, Part B, or Part C that are amended 
or supplemented by the amendment, required 
signatures, and all other documents filed as 
part of the registration statement.

I. Preparation o f the Registration  
Statem ent or Amendment. The instructions 
for Form N-3 are in three parts. Part A relates 
to the prospectus required by Section 10(a) of 
the 1933 Act; Part B relates to the Statement 
of Additional Information that must be 
provided upon request to recipients of the 
prospectus; Part C relates to other 
information that is required to be in the 
registration statement.
Part A: The Prospectus

The purpose of the prospectus is to provide 
essential information about the Registrant in 
a way that will help investors decide whether 
to purchase the securities being offered. The 
prospectus should be clear, concise, and 
understandable. Avoid the use of technical or 
legal terms, complex language, or excessive 
detail.

Responses to the items of Part A should be 
as simple and direct as possible and include 
only information needed to understand the 
fundamental characteristics of the Registrant. 
Descriptions of practices that are required by 
law generally should not include detailed 
discussions of the law itself.
Part B: Statement of Additional Information

The items in Part B call for additional 
information about Registrants which is not
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required in the prospectus, but which may be 
of interest to some investors. In addition, Part 
B gives Registrants an opportunity to provide 
information about matters that they believe 
may interest investors.

Registrants should not repeat in Part B 
information that is in the prospectus, except 
where necessary to make Part B 
understandable.
General Instructions for Parts A and B

1. The information in the prospectus and 
the Statement of Additional Information • 
should be organized to make it easy to 
understand the organization and operation of 
the Registrant and the variable annuity 
contracts. The information need not be in any 
particular order, with the following 
exceptions:

(a) Items 1, 2, 3, and 4 (a) and (b) must be in 
numerical order in the prospectus and may 
not be preceded or separated by any other 
item, except as permitted by the instructions 
to Item 3.

(b) Item 4, "Condensed Financial 
Information," should not be preceded by any 
other chart or table (except for the table of 
contents required by Rule 481(c) under the 
1933 Act (17 CFR 230.481(c)}).

(c) All of the information required by Item 
7, "Deductions and Expenses," should be in 
one place in the prospectus.

2. The prospectus or the Statement of 
Additional Information'may contain more * 
information than called for by this Form, 
provided that the information is not 
incomplete, inaccurate, or misleading and 
does not, because of its nature, quantity, or 
manner of presentation, obscure or impede 
understanding of required information. 
Specifically, Registrants are free to include in 
the prospectus financial statements required 
to be in the Statement of Additional 
Information, and may include in the 
Statement of Additional Information financial 
statements that may be placed in Part C.

3. The statutory provisions relating to the 
dating of the prospectus apply equally to the 
dating of the Statement of Additional 
Information for purposes of Rule 423 under 
the 1933 Act (17 CFR 230.423). Furthermore, 
the Statement of Additional Information 
should be made available at the same time 
that the prospectus becomes available for 
purposes of Rules 430 and 460 under the 1933 
Act (17 CFR 230.430, 230.460).

4. Instructions for charts, graphs, tables, 
and sales literature:

(a) A Registration Statement on this Form 
may include any chart, graph, or table that is 
not misleading; however, no chart, graph, or 
table should precede the condensed financial 
information specified in Items 4 (a) and (b).

(b) If “sales literature” is included in the 
prospectus, (1) the literature should not 
significantly lengthen the prospectus, and it 
should not obscure essential disclosure and 
(2) members of the National Association of 
Securities Dealers, Inc. (NASD) are not 
relieved of the filing and other requirements 
of the NASD for investment company sales 
literature (See Securities Act Release No.
5359, January 26,1973 (38 FR 7220 (March 19, 
1973))}

Part A Inform ation R equired In A Prospectus 
Item 1. Cover Page

(a) The outside cover page must contain the 
following information:

(i) The Registrant’s name;
(ii) The Insurance Company’s name;
(iii) The types of variable annuity contracts 

offered by the prospectus (e.g., group, 
individual, single premium immediate, 
flexible premium deferred);

(iv) Any limitations on the class or classes 
of purchasers to whom the contract is being 
offered, in general terms;

(v) Identification of the type of separate 
account (e.g., money market account, bond 
account) or a brief statement of the 
Registrant’s investment objectives;

(vi) A statement or statements that (A) the 
prospectus sets forth information about the 
registrant that a prospective investor ought to 
know before investing; (B) the prospectus 
should be kept for future reference; (C) 
additional information about the Registrant 
has been filed with the Commission and is 
available upon written or oral request and 
without charge (This statement should 
explain how to obtain the Statement of 
Additional Information, whether any of it has 
been incorporated by reference into the 
prospectus, and where the table of contents 
of the Statement of Additional Information 
appears in the prospectus.);

(vii) The date of the prospectus, and the 
date of the Statement of Additional 
Information;

(viii) The statement required by Rule 
481(b)(1) under the 1933 Act [17 CFR 
230.481(b)(1)]; and

(ix) Such other information as is required 
by rules of the Commission or of any other 
governmental authority having jurisdiction 
over the Registrant for the issuance of its 
securities.

(b) The cover page may include other 
information, if it does not, by its nature, 
quantity, or manner or presentation, impede 
understanding'of the required information. 
Item 2. Definitions

Define the special terms used in the 
prospectus (e.g., accumulation unit, contract 
owner, participant, sub-account, etc.) in a 
glossary. In lieu of a glossary, Registrants 
may use an index of special terms that refers 
to the page on which each special term is 
defined.

Instruction: Only special terms used 
throughout the prospectus must be defined or 
listed. If a special term, e.g., “net investment 
factor,” is used in only one section of the 
prospectus, it may be defined there.
However, all special terms used in the 
prospectus must be defined.
Item 3. Synopsis or Highlights

(a) The Registrant should include a 
synopsis of the information contained in the 
p’rospectus when the prospectus is long or 
complex. Normally, a synopsis should not be 
provided where the prospectus is twelve 
printed pages or less.

(b) The synopsis should be a clear and 
concise description of the key features of the 
offering and the Registrant, with cross- 
references to relevant disclosures elsewhere 
in the prospectus.

(c) If the prospectus does not include a 
synopsis and the variable annuity contract* 
contains any of the following characteristics, 
they must be highlighted:

(i) Any portion of the sales load assessed 
upon redemption or annuitization; *

Instruction: If any portion of the sales load 
is assesed upon redemption or annuitization, 
the response to this Item need only state the 
maximum percentage load that may be 
assessed against any given amount redeemed 
or annuitized with a cross-reference to a 
more complete description of the sales load 
in the prospectus.

(ii) A penalty tax may be assessed 
pursuant to Section 72(q) of the Internal 
Revenue Code [26 U.S.C. 72(q)] upon 
withdrawal of amounts accumulated under 
any variable annuity contract; or

(iii) The variable annuity contract contains 
a revocation right (e.g., a “ten-day free look” 
provision).

Instruction: The highlighted information 
may not be preceded by the response to any 
Item .except 1 or 2. It may precede Item 2 or 
be on the cover page. The information does 
not have to appear under a separate caption. 
Item 4. Condensed Financial Information

(a) Furnish the following information for 
each class of accumulations units of the 
Registrants, or for such classes of the 
Registrant and its subsidiaries consolidated 
as prescribed in Rule 6-03 of Regulation S-X  
[17 CFR 210.6-03].
PER ACCUMULATION UNIT INCOME AND 
CAPITAL CHANGES
(for an accumulation unit outstanding 
throughout the period)

1. Investment income;
2. Expenses;
3. Net investment income;
4. Net realized and unrealized gains 

(losses) on securities;
5. Net increase (decrease) in accumulation 

unit value;
6. Accumulation unit value at beginning of 

period;
7. Accumulation unit value at end of 

period;
8. Expenses to average net assets;
9. Net investment income to average net 

assets;
10. Portfolio turnover rate;
11. Number of accumulation units 

outstanding at end o f period.
Instructions: 1. The above information must 

be provided for each class of accumulation 
units of the Registrant derived from contracts 
offered by means of this prospectus and each 
class derived from contracts no longer 
offered for sale, but for which Registrant may 
continue to accept payments. Information 
need not be provided for any class of 
accumulation units of the Registrant derived 
from contracts that are currently offered for 
sale by means of a different prospectus. Also, 
information need not be provided for any 
class of accumulation units that is no longer 
offered for sale but for which Registrant may 
continue to accept-payments, if the 
information is provided in a different, but 
current prospectus o f the Registrant.

2. The information shall be presented in 
comparative columns for each of the last ten
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fiscal years of the Registrant (or for the life of 
the Registrant and its immediate 
predecessors, if less) but only for periods 
after the effective date of Registrant’s first 
1933 Act Registration Statement. In addition, 
the information shall be presented for the 
period between the end of the latest fiscal 
year and the date of the latest balance sheet 
or statement of assets and liabilities 
furnished.

3. Per accumulation unit amounts shall be 
given at least to the nearest cent. If the 
computation of the offering price is extended 
to tenths of a cent or more, then the amounts 
on the table shall be given in tenths of a cent.

4. Per accumulation unit income and capital 
changes should only be given for sub­
accounts that fund obligations of the 
Registrant under variable annuity contracts 
offered by means of this prospectus.

5. If the investment adviser has been 
changed during the period covered by this 
Item, the date(s) of such change(s) should be 
shown in a footnote.

6. The condensed financial information for 
not less than the latest five fiscal years shall 
be audited and shall so state. The auditor’s 
statement pertaining to the condensed 
financial information need not be included in 
the prospectus.

7. The amount to be shown at caption 3 
may be derived from the difference between 
the per accumulation unit figures obtained by 
dividing the amount of undistributed net 
income attributable to an accumulation unit 
at the beginning and end of the year by the 
number of accumulation units outstanding on 
those respective dates, (Other acceptable 
methods may be used. If another method is 
used, the method should be explained in a 
footnote to this table.) The amounts to be 
shown at captions 1 and 2 are derived by 
applying to the net investment income on a 
per accumulation unit basis the ratio of such 
items, as shown in the financial statements 
prepared under rule 6-04 of Regulation S -X  
(17 CFR 210.6-04), to the net income as shown 
in such statements.

8. “Expenses,” as used in caption 2 above, . 
include the expenses described in caption 2 
of-Rule 6-07 of Regulation S-X . If there were 
income deductions such as those described in 
captions 3 and 5 of that Rule, compute the per 
accumulation unit amounts thereof and state 
them separately immediately after caption 2 
above.

9. The amount to be shown at caption 4, 
while mathematically determinable by the 
summation of amounts computed for as many 
periods during the year as the number of 
accumulation units increased or decreased is 
also the balancing figure derived from the 
other figures in the statement and should be 
so computed. The amount shown at this 
caption for an accumulation unit outstanding 
throughout the year may not accord with the 
change in the aggregate gains and losses in 
the portfolio securities for the year because 
of the timing of increases and decreases in 
the number of accumulation units in relation 
to fluctuating market values for the portfolio.

10. The “average net assets,” as used in 
captions 8 and 9, shall be computed upon the 
basis of the value of the net assets 
determined no less frequently than as of the 
end of each month.

11. The portfolio turnover rate to be shown 
at caption 10 shall be calculated as follows:

a. The rate of portfolio turnover shall be 
calculated by dividing (A) the lesser of 
purchases or sales of portfolio securities for 
the particular fiscal year by (B) the monthly 
average of the value of the portfolio securities 
owned by the Registrant during the particular 
fiscal year. Such monthly average shall be 
calculated by totaling the values of the 
portfolio securities as of the beginning and 
end of the first month of the particular fiscal 
year and as of the end of each of the 
succeeding eleven months, and dividing the 
sum by 13.

b. For the purposes of this Item, exclude 
from both the numerator and the denominator 
all securities, including options, whose 
maturities or expiration dates at the time of 
acquisition were one year or less. All long­
term securities, including United States 
Government securities, should be included. 
Purchases shall include any cash paid upon 
the conversion of one portfolio security into 
another. Purchases shall also include the cost 
of rights or warrants purchased. Sales shall 
include the net proceeds of the sale of rights 
or warrants. Sales shall also include the net 
proceeds of portfolio securities which have 
been called, or for which payment has been 
made through redemption or maturity.

c. If during the fiscal year the Registrant 
acquired the assets of another separate 
account in exchange for its own accumulation 
units, it shall exclude from purchases the 
value of securities so acquired, and from 
sales all sales of such securities made 
following a purchase-of-assets transaction to

Instructions: 1. Instructions 2,3, and 6 to 
Item 4(a) also apply here.

2. The method used to determine the 
average shown above (e.g., weighted, 
monthly, daily, etc.) must be described.

3. Column 5 is derived by dividing the 
amount shown in column 3 by the number 
shown in column 4.

(c) For each account or sub-account that is 
held out to be a “money market” account or 
sub-account or has policies calling for 
investment of at least 80% of its assets in 
debt securities maturing in thirteen months or 
less, and which advertises on the basis of 
current yield, furnish: (1) A yield quotation 
based on the seven days ended on either (A) 
the date of the most recent financial 
statements of the Registrant included jn  the 
prospectus or (B) the last day of the most 
recent month for which it is practicable both 
to make the required calculation and to 
include the results in the prospectus, 
computed by determining the net change, 
exclusive of capital changes, in the value of a 
hypothetical pre-existing account having a 
balance of one accumulation unit of the sub­
account at the beginning of the period, 
dividing the net change in account value by 
the value Of the account at the beginning of

realign the Registrant’s portfolio. In such 
event, the Registrant shall also make 
appropriate adjustment in the denominator of 
the portfolio turnover computation. The 
Registrant must disclose such exclusions and 
adjustments in its answer to this Item.

d. Short sales which the Registrant intends 
to maintain for more than one year and put 
and call options where the expiration date is 
more than one year from date of acquisition 
are included in purchases and sales for 
purposes of this Item. The proceeds from a 
shdrt sale should be included in the value of 
the portfolio securities which the Registrant 
sold during the reporting period and the cost 
of covering a short sale should be included in 
the value of the portfolio securities which the 
Registrant purchased during the period. The 
premiums paid to purchase options should be 
included in the value of the portfolio 
securities which the Registrant purchased 
during the reporting period and the premiums 
received from the sale of options should be 
included in the value of the portfolio 
securities which the Registrant sold during 
the period.

12. The number of accumulation units 
outstanding at the end of each period may be 
shown to the nearest thousand (000 omitted), 
provided it is indicated that such has been 
done.

(b) Give the following information as of the 
end of each of the Registrant’s last ten fiscal 
years for each class of senior securities 
(including bank loans) of the Registrant. If 
consolidated statements were prepared as of 
any of the dates specified, the information 
shall be furnished on a consolidated basis:

the base period to obtain the base period 
return, subtracting a hypothetical charge 
reflecting deductions from cohtractowner 
accounts, and multiplying the difference by 
(365/7) with the resulting yield figure carried 
to at least the nearest hundredth of one 
percent; and (2) the length of and the date of 
the last day in the base period used in 
computing that quotation.

Instructions: 1. When calculating the yield 
quotation required in subsection (c) above, | 
determination of net change in account value 
must reflect all deductions that are charged 
to all contract-owner accounts in proportion 
to the length of the base period and the sub- 
account’s average account size.

2. Deductions from purchase payments and 
sales loads assessed at the time of 
redemption or annuitization should not be 
reflected in the computation of current yield.

3. Realized gains and losses from the sale 
of securities and unrealized appreciation and 
depreciation are to be excluded from thé 
calculation of yield.

4. With the presentation of the yield 
quotation, the Registrant must disclose any 
material net change that would result from 
the inclusion of capital changes that are

Year

( 1 )

Amount Of debt «verage  amount ui renistrant’s units .
outetanding at end of debt outstanding during 0(*X d in g d u n n g tb e  debt per unrtdunng the

Average amount of Average number of Average amount of

period

(2)

the period 

(3)

period

(4)

period

(5)
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excluded in the computation pursuant to this 
Item. ' g§ ||1§j 1 i-

5. The Registrant need not furnish a yield 
figure for both an accumulation unit of a sub- 
account for qualified contracts and an

. accumulation unit for a sub-account for non­
qualified contracts funded by the same 
portfolio, if the two yield figures would not be 
materially different.

6. The Registrant may furnish separate 
yield figures for individual and group 
contracts.

7. In addition to the yield quotation 
required by this Item, the Registrant may also 
include a quotation of effective yield, carried 
to at least the nearest hundredth of one 
percent, computed by compounding the 
unannualized base period return by adding 1 
to the base period return, raising the sum to a 
power equal to 365 divided by 7, and 
subtracting 1 from the result, according to the 
following formula: Effective yield =  (Base 
Period Return+ 1) 365/ 7 — 1.

8. When calculating the yield quotation 
required in subsection (c) above, Registrants 
that choose to make such an election on an 
annual basis may use a median account size 
in place of an average account size in 
determining the base period return.

9. The Registrant need not include in the 
prospectus the method of calculating the 
yield quotation described above.
Nevertheless, the Registrant should include 
the method of calculating this yield figure in 
the Statement of Additional Information in 
response to Item 25.

(d) If all the required financial statements 
of the Registrant and the Insurance Company 
(see Item 27} are not in the prospectus, state, 
under a separate caption, where the financial 
statements may be found. Briefly explain how 
any financial statements not in the Statement 
of Additional Information may be obtained.
Item 5. General Description of Registrant and 
Insurance Company

Concisely discuss the organization and 
operation or proposed operation of the 
Registrant. Include the information specified 
below.
‘ (a) Briefly describe the Insurance 
Company, including:

(i) Its name, address, and a description of 
the general nature of its business:

Instruction: The description of the 
Insurance Company’s business should be 
short and need not list all of the businesses in 
which the Insurance Company engages or 
identify the jurisdictions where it does 
business, if a general description (e.g., “life 
insurance" or “reinsurance”) is provided.

(ii) The date and form of organization of 
the Insurance Company and the name of the 
state or other jurisdiction under whose laws 
it is organized; and

(iii) If the Insurance Company is controlled 
oy another person, the name of that person 
and the general nature of its business (If the 
Insurance Company is subject to more than 
one level of control, simply give the name of 
the ultimate control person.).

(b) Briefly describe the Registrant, 
including:

(i) The date and form of organization of the 
Registrant and the Registrant’s classification 
Pursuant to Section 4 of the 1940 Act (15

U.S.C. 80a-4) (i.e., a separate account and an 
open-end investment company);

(ii) The subclassification of the Registrant 
pursuant to Section 5(b) of the 1940 Act (15 
U.S.C. 80a—5(b));

(iii) A statement indicating
(A) That income, gains, and losses, whether 

or not realized, from assets allocated to the 
Registrant are, in accordance with the 
applicable variable annuity contracts, 
credited to or charged against the Registrant 
without regard to other income, gains, or 
losses of the Insurance Company;

(B) That the assets of the Registrant may 
not be charged with liabilities arising out of 
any other business of the Insurance 
Company, and

(C) Whether the obligations arising under 
the variable annuity contracts are obligations 
of the Insurance Company.

(iv) Whether there are sub-accounts of the 
Registrant (i.e., for qualified and non­
qualified contracts or for different portfolios 
of the Registrant); and

(v) If 10 percent or more of the assets of 
any sub-account are attributable to one 
variable annuity contract, the name and 
address of the contractowner of, and the 
percentage of assets attributable to, the 
variable annuity contract.

Instruction: Sub-accounts that fund 
obligations of the Registrant under contracts 
that are not offered by means of this 
prospectus need not be described.

(c) Concisely describe the investment 
objectives and policies of the Registrant, 
including:

(i) Whether those objectives may be 
changed without the approval of a majority of 
votes; .

(ii) How the Registrant proposes to achieve 
its objectives including:

(A) The types of securities in which 
Registrant invests or will invest principally 
and any special investment practices or 
techniques that will be used and

(B) The identity of any particular industry 
or group of industries in which the Registrant 
proposes to concentrate. (Concentration, for 
purposes of thife Item, is deemed to be 
investment of 25% or more of the value of 
Registrant’s total assets in a particular 
industry or group of industries. The policy on 
concentration should not be inconsistent with 
Registrant’s name.);

(iii) Subject to subparagraph (d) of this 
Item, the identity of other policies of 
Registrant that may be changed only with the 
approval of a majority of votes, including 
those policies which Registrant deems to be 
fundamental within the meaning of section 
8(b) of the 1940 Act; and

(iv) Subject to subparagraph (d) of this 
Item, the significant investment policies or 
techniques (such as risk arbitrage, repurchase 
agreements, forward delivery contracts, 
investing for control or management) that are 
not described pursuant to subparagraphs (ii) 
or (iii) above that Registrant employs or 
intends to employ in the foreseeable future.

(d) Discussion of types of investments that 
will not be Registrant’s principal portfolio 
emphasis, and of related policies or practices, 
should generally receive less emphasis in the 
prospectus, and under the circumstances set 
forth below may be omitted or limited to

information necessary to identify the type of 
investment, policy, or practice. Specifically,

(i) Do not disclose a policy which prohibits 
a particular practice, or one which permits a 
particular practice but which the Registrant 
has not used within the past year and does 
not intend to use in the foreseeable future, 
and

(ii) If a policy limits a particular practice so 
that no more than 5% of Registrant’s net 
assets are at risk, or if Registrant has not 
followed that practice within the last year, 
and does not intend to follow such practice in 
the foreseeable future, simply identify the 
practice.

(e) Discuss briefly the principal risk factors 
associated with investment in Registrant, 
including factors peculiar to the types of 
portfolio securities in which it invests or 
intends to invest, as well as those factors 
generally associated with investment in a 
company with investment policies and 
objectives similar to Registrant’s.
Item 6. Management

Describe concisely how the business of the 
Registrant is managed, including:

(a) The responsibilities of the board of 
managers;

(b) For each investment adviser of the 
Registrant:

(i) Its name and address and a brief 
description of its experience as an investment 
adviser, and, if the investment adviser is 
controlled by another person, the name of 
that person and the general nature of its 
business (If the investment adviser is subject 
to more than one level of control, simply give 
the name of the ultimate control person.); and

(ii) The services provided by the 
investment adviser (If, in addition to 
providing investment advice, the investment 
adviser or persons employed by or associated 
with the investment adviser are, subject to 
the authority of the board of managers, 
responsible for overall management of 
Registrant’s business affairs, simply state 
that fact instead of listing all services 
provided.);

(c) The identity and principal business 
address of any other person who provides 
significant administrative or business affairs 
management services (e.g., an 
“Administrator," “Sub-Administrator,” or 
“Servicing Agent”), and briefly describe the 
services provided;

Instruction: Information need not be given 
about any services described in response to 
Item 7(a).

(d) If Registrant engages in any of the 
following practices, a statement to that effect:

(i) Paying brokerage commissions to any 
broker

(A) Which is an affiliated person of the 
Registrant or the Insurance Company, or

(B) Which is an affiliated person of such 
person, or

(C) An affiliated person of which is an 
affiliated person of the Registrant, the 
Insurance Company, the Registrant’s 
investment adviser, or its principal 
underwriter; and

(ii) Allocating brokerage transactions in a 
manner that takes into account the sale of 
investment company securities.
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Item 7. Deductions and Expenses
(a) Briefly describe all deductions from 

purchase payments, contractowner accounts, 
or assets of the Registrant (e.g., investment 
advisory fees, sales loads, administrative and 
transaction charges, risk charges, and 
premium taxes). Specify the amount of any 
such deduction as a percentage or dollar 
figure (e.g., 95% of the average daily net 
assets or $5 per exchange). Except for the 
deduction for premium taxes, identify the 
person who receives the amount deducted, 
briefly describe what is,provided in 
consideration for the deduction, and explain 
the extent to which the deduction can be 
modified.

Instructions: 1. Identification of the range 
of current premium, taxes is sufficient.

2. If proceeds from explicit sales loads will 
not cover the expected costs of distributing 
the contracts, identify from what source the 
shortfall, if any, will be paid. If any shortfall 
is to be made up from assets from the 
Insurance Company’s general account, 
disclose, if applicable, that any amounts paid 
by the Insurance Company may consist, 
among other things, of proceeds derived from 
mortality and expense risk charges deducted 
from the account. If Registrant directly or 
indirectly pays distribution expenses under 
1940 Act Rule 12b-l (17 CFR 270,12b-l), list 
the principal types of activities for which 
payments are or will be made, and (i) if  the 
plan has been in effect for a full fiscal year, 
give the total amount spent in the most recent 
fiscal year as a percentage of net assets; or 
(ii) otherwise briefly describe the basis on 
which payments will be made (e.g., 
percentage of net assets, etc.).

3. If the Registrant has Been in operation 
for a full fiscal year, provide the 
compensation paid to the adviser for the most 
recent fiscal year as a percentage of average 
net assets. No further information about the 
amount of the deduction is required in 
response to this Item if the adviser is paid on 
the basis of a percentage of net assets and if 
the Registrant has neither changed 
investment advisers nor changed the basis on 
which the adviser is compensated during the 
most recent fiscal year. If  the fee is paid in 
some manner other than on the basis of 
average net assets, briefly describe the basis 
of payment. If the Registrant has not been in 
operation for a full fiscal year, state generally 
what the investment adviser’s fee will be as a 
percentage of average net assets, including 
any breakpoints, it is not necessary to 
include precise details as to how the fee is 
computed or paid.

(b) State the sales load as a percentage of 
each purchase payment, if  it is so calculated, 
and as percentage of the net amount invested 
for each breakpoint. For contracts with a 
deferred sales load, state the sales load as a 
percentage of the amount withdrawn or 
surrendered. The percentages should be 
shown in a table.

(c) Unless set forth in response to 
paragraph (b), list any special purchase plans 
or methods established pursuant to a rule or 
an exemptive order that reflect scheduled 
variations in, or elimination of, the sales load 
[e.g., group discounts, waiver of sales load 
upon annuitization or attainment of a certain 
age, waiver of a deferred sales load for a

i

certain percentage of contract value (“free 
corridor”), investment of proceeds from 
another policy, exchange privileges, 
employee benefit plans, or the terms of a 
merger, acquisition or exchange offer made 
pursuant to a plan of reorganization); identify 
each class of individuals or transactions to 
which such plans apply; state each different 
sales charge available as a percentage of the 
public offering price and as a percentage of 
the net amount invested; and state from 
whom additional information may be 
obtained. Describe any other special 
purchase plans or methods established 
pursuant to a rule that reflect other variations 
in, or elimination of, the sales load or in any 
administrative charge or other deductions 
from purchase payments, and generally 
describe the basis for the variation or 
elimination in the sales load or other 
deduction (io., the size of the purchaser, a 
prior or existing relationship with the 
purchaser, the purchaser’s assumption of 
certain administrative functions, or other 
characteristics that result in differences in 
costs or services).

(d) State the commissions paid to dealers 
as a percentage of purchase payments.

(e) Provide a statement as to the 
Registrant’s expenses. (If the Registrant has 
been in existence for a frill year, simply set 
forth the Registrant’s total expenses for the 
most recent frill fiscal year as a percentage of 
average net assets unless the Registrant 
expects to incur a material amount of 
extraordinary expenses in the next year. If 
the Registrant has not been in operation for a 
full year, list the types of expenses for which 
Registrant will be responsible.)

(f) If the investment adviser is 
compensated for its services to the Registrant 
by someone other than the Registrant, 
identify the person who provides the 
compensation and specify the amount.

(g) If organizational expenses of the 
Registrant are to be paid out of its assets, 
explain how the expenses will be amortized, 
including the amount to be amortized and the 
period over which the amortization will 
occur.
Item 8. General Description of Variable 
Annuity Contracts

(a) Identify the person or persons (e.g., the 
contractowner, participant, annuitant, or 
beneficiary) who have material rights, 
including voting rights, under the variable 
annuity contracts, and briefly describe the 
nature of those rights, (1) during the 
accumulation period, (2) during the annuity 
period, or (3) after the death of the annuitant 
or contractowner.

Instruction: The Registrant need not repeat 
rights that are described elsewhere in the 
prospectus. When describing voting rights, 
indicate how the rights will be allocated.

(b) Briefly describe any provisions for and 
limitations on:

(i) Allocation of purchase payments among 
sub-accounts of the Registrant;

(ii) Transfer of contract values between 
sub-accounts of the Registrant; and

(iii) Exchanges of variable annuity 
contracts, including interests or 
participations therein.

(c) Briefly describe the changes that can be 
made in the variable annuity contract or the

operations of the Registrant by the Registrant 
or the Insurance Company, including:

(i) Why a change may be made (e.g., 
changes in applicable law or interpretations 
of law);

(ii) Who, if anyone, must approve any 
change (e.g., the contractowner or the 
Securities and Exchange Commission); and

(iii) Who, if anyone, must be notified of any 
change.

Instruction: Describe only those changes 
that would be material to a purchaser of the 
variable annuity contracts, such as a 
reservation of the right to deregister the 
separate account under the 1940 Act. Do not 
describe possible non-material changes, such 
as changing the time of day at which 
accumulation unit values are determined.

(d) Describe how contractowner inquiries 
should be made.
Item 9. Annuity Period 

Briefly describe the annuity options 
available. The discussion should include:

(a) Material factors that determine the level 
of annuity benefits;

■ (b) The annuity commencement date (give 
the earliest and latest possible dates);

(c) Frequency and duration of annuity 
payments, and the effect of these on the level 
of payment;

(d) The effect of assumed investment 
return;

(e) Any minimum amount necessary for an 
annuity option and the consequences of an 
insufficient amount; and

(f) Rights, if  any, to change annuity options 
or to effect a transfer of investment base after 
the annuity commencement date.

Instructions: 1. Describe the choices, if any, 
available to a prospective annuitant, and the 
effect of not specifying a choice. Where an 
annuitant is given a choice in assumed 
investment return, explain the effect of 
choosing a higher, as opposed to a lower, 
assumed investment return. ♦

2. Detailed diclosure on the method of 
calculating annuity payments should be 
placed in the Statement of Additional 
Information, Item 26.
Item 10. Death Benefit

Briefly describe any death benefit 
available under a variable annuity contract 
during the accumulation and the annuity 
periods. Include:

(a) When the death benefit is calculated 
and payable and the effect of choosing a 
specific method of payment on calculation of 
that death benefit, and

(b) The forms the benefit may take, 
including the effect of not choosing a 
payment option, and the period, if  any, during 
which payments^must begin under any 
annuity option.
Item 11. Purchases and Contract Value

(a) Briefly describe'the procedures for 
purchasing a variable-annuity contract. 
Include a concise explanation of:

(i) The minimum initial and subsequent 
purchase payments required and any 
limitations on the amount of purchase 
payments that will be accepted (If there are 
separate limits for each sub-account, state 
these limits.);



Federal Register / Vol. 50, No. 122 / Tuesday, June 25, 1985 / Rules and Regulations 26167

(ii) A statement of when initial and 
subsequent purchase payments are credited;

(iii) The way in which purchase payments 
are credited, including:

(A) An explanation that purchase 
payments are credited on the basis of 
accumulation unit value, (B) how 
accumulation unit value is determined, and
(C) how the number of accumulation units 
credited to a contract is determined.

(b) Explain that investment performance, 
expenses, and deduction of certain charges 
affect accumulation unit value.

(c) Identify the method used to value the 
Registrant’s assets (e.g., market value, good 
faith determination, amortized cost).

(d) Describe when calculations of 
accumulation unit value are made and that 
purchase payments are credited to a contract 
on the basis of accumulation unit value next 
determined after receipt of a purchase 
payment.

(e) Identify each principal underwriter 
(other than the Insurance Company) of the 
variable annuity contracts and state its 
principal business address. If the principal 
underwriter is affiliated with the Registrant, 
the Insurance Company, or any affiliated 
person of the Registrant or the Insurance 
Company, identify how they are affiliated 
(e.g., the principal underwriter is controlled 
by the Insurance Company).
Item 12. Redemptions

(a) Briefly describe how a contractowner or 
annuitant (if the variable annuity option 
chosen by the annuitant is not based on a life 
contingency) can redeem a variable annuity 
contract, including how the proceeds are 
calculated and when they are payable.
Unless described in response to another item 
in the prospectus, describe any charges that 
may be attendant upon redemption.

(b) If the Registrant offers the variable 
annuity contracts in connection with the 
Texas Optional Retirement Program, describe 
the restrictions on redemption that apply.

Instruction: Registrants can satisfy this 
Item by describing the applicable restrictions 
on redemption on a supplement attached to 
prospectuses delivered to participants in the 
Texas Optional Retirement Program.

(c) If a request for redemption may not be 
honored for a certain period of time after a 
contractowner’s investment, describe briefly.

(d) Briefly describe any provision for lapse 
or involuntary redemptions under the 
contract and the reasons for it, such as size of 
the account or infrequency of purchase 
payments.

(e) Briefly describe any revocation rights 
(a g-, “ten-day free look" provisions).

(f) If Registrant, under normal 
circumstances, intends to redeem in kind, 
that fact should be disclosed.
Item 13. Taxes

(a) Briefly describe the tax consequences to 
investors of an investment in the variable 
annuity contracts being offered.

Instruction: This disclosure need not 
include a detailed description of applicable- 
law. The discussion should include the 
taxation of annuity payments, death 
proceeds, periodic and non-periodic 
withdrawals, pledges and assignments of the 
contract (if permitted), and any other method

by which taxable income may be received by 
the investor under the variable annuity 
contract, as well as the tax benefits accorded 
annuities during the accumulation period. If 
the tax consequences vary depending on the 
use of the variable annuity contract (e.g., to 
fund an individual retirement annuity or 
corporate plan), the variations should be 
briefly described.

(b) Identify the types of qualified plans for 
which the variable annuity contracts are 
intended to be used.

Instructions: 1. Identify the types of 
persons who may use the plans (e.g., 
corporations, self-employed individuals) and 
disclose, if applicable, that the terms of the 
plan may limit the rights otherwise available 
under the contracts.

2. Do not describe the Internal Revenue 
Code requirements for qualification of plans 
or the non-annuity tax consequences of 
qualification (e.g., the effect on employer 
taxation).

(c) Briefly describe the impact, if any, of 
taxation on the determination of account or 
sub-account values.
Item 14. Legal Proceedings

Briefly describe any material pending legal 
proceedings, other than ordinary routine 
litigation incidental to the business, to which 
the Registrant, any subsidiary of the 
Registrant, or Registrant’s investment 
adviser, principal underwriter, or Insurance 
Company is a party. Include the name of the 
court where the case is pending, the date 
filed, and the principal parties. Include 
similar information for any proceedings 
instituted by governmental authorities.

Instruction: Legal proceedings are material 
only to the extent that they are likely to have 
a material adverse effect upon: (1) the ability 
of the investment adviser or principal 
underwriter to perform its contract with the 
Registrant or of the Insurance Company to 
meet its obligations under the variable 
annuity contracts or (2) the Registrant.
Item 15. Table of Contents of the Statement of 
Additional Information

List the contents of the Statement of 
Additional Information.

Part B. Inform ation R equired in a  Statem ent 
o f A dditional Information 
Item 16. Cover Page

(a) The outside cover page must contain the 
following information:

(i) The Registrant's name;
(ii) The Insurance Company’s name;
(iii) A statement or statements (A) that the 

Statement of Additional Information is not a 
prospectus; (B) that the Statement of 
Additional Information should be read with 
the prospectus; and (C) how a copy of the 
prospectus may be obtained;

(iv) The date of the Statement of 
Additional Information; and

(v) The date of the related prospectus and 
any other identifying information that the 
Registrant deems appropriate.

(b) The cover page may include other 
information, provided that it does not, by its 
nature, quantity, or manner of presentation, 
impede understanding or required 
information.

Item 17. Table of Contents
List the contents of the Statement of 

Additional Information and, where useful, 
provide cross-references to the prospectus. 
Item 18. General Information and History

(a) If the Insurance Company’s name was 
changed during the past five years, state its 
former name and the approximate date on 
which it was changed. If. at the request of 
any state, sales of contracts offered by the 
Registrant have been suspended at any time, 
of if sales of contracts offered by the 
Insurance Company have been suspended 
during the past five years, briefly describe the 
reasons for and results of the suspension.

(b) If 10 percent or more of the assets of 
any sub-account are not attributable to 
variable annuity contracts or to accumulated 
deductions or reserves (e.g., initial capital 
contributed by the Insurance Company), state 
what percentage those assets are of the total 
assets of the separate account. If the 
Insurance Company, or any other person 
controlling the assets, has any present 
intention of removing the assets from the sub­
account, so state.

(c) If the Insurance Company is controlled 
by another person that, in turn, is controlled 
by another person, give the name of each 
control person and the nature of its business.
Item 19. Investment Objectives and Policies

(a) Describe clearly the investment policies 
of the Registrant. It is not necessary to repeat 
information contained in the prospectus, but, 
in augmenting the disclosure about those 
types of investments, policies, or practices 
that are briefly discussed or identified in the 
prospectus, Registrant should refer to the 
prospectus when necessary to clarify the 
additional information called for by this Item.

b. Describe any fundamental policy of the 
Registrant not described in the prospectus 
with respect to each of the following 
activities:

(i) The issuance of senior securities;
(ii) Short sales, purchases on margin, and 

thè writing of put and call options;
(iii) The borrowing of money (Describe any 

fundamental policy which limits Registrant’s 
borrowings of money and state' the purpose 
for which borrowing may be used.);

(iv) The underwriting of securities of other 
issuers (Include any fundamental policy 
concerning the acquisition of restricted 
securities, i.e., securities that must be 
registered under the 1933 Act before they 
may be offered or sold to the public.);

(v) The concentration of investments in a 
particular industry or group of industries;

(vi) The purchase or sale or real estate and 
real estate mortgage loans;

(vii) Purchase or sale of commodities or 
commodity contracts including futures 
contracts;

(viii) The making of loans (For purposes of 
this Item, the term “loans" does not include 
the purchase of a portion of an issue of 
publicly distributed bonds, debentures, or 
other securities, whether or not the purchase 
was made upon the original issuance of the 
securities. However, the term “loan" includes 
the loaning of cash or portfolio securities to 
any person.); and
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(ix) Any other policy which the Registrant 
deems fundamental

Instructions: 1. For purposes of this Item, 
the term “fundamental policy’’ is defined as 
any policy which the Registrant has deemed 
to be fundamental or which may not lie 
changed without the approval of a majority of 
the votes available to eligible voters.

2. The Registrant may reserve freedom of 
action with respect to any of the foregoing 
activities, but shall express definitely, in 
terms of a percentage of assets to be devoted 
to the particular activity, the maximum extent 
to which the Registrant intends to engage in 
it. For purposes of (vii) above, see the 
Commodity Exchange Act (7 U.S.C. 1 et seq.].

(c) Describe fully any significant 
investment policies of the Registrant not 
described in the prospectus which are not 
deemed fundamental and which may be 
changed without the approval of the majority 
of votes available to eligible voters (for 
example, investing for control of 
management, investing in foreign securities, 
or arbitrage activities).

Instruction: Registrant should disclose the 
extent to which it may engage in the above 
policies and the risks inherent in them.

(d) Explain any significant change in the 
Registrant’s portfolio turnover rates over the 
last two fiscal years. If the Registrant 
anticipates a significant change in the 
portfolio turnover rate from that reported in 
Item 4(a)(10) for its most recent fiscal year, so 
state. In the case of a new registration, the 
Registrant should state its policy with respect 
to portfolio turnover.
Item 20. Management

(a) Give the following information about 
each member of die board of managers and 
officer of the Registrant, and if Registrant has 
an advisory board, each member of such 
board. Also state the nature of any family 
relationship between persons listed.

Principal
Name and Positions) held occopation(s)

address with registrant during past 5
years

CD <2) O )

Instructions: 1. The term “officer” means 
the president, vice-president, secretary, 
treasurer, controller, and any other officers 
who perform policy-making functions for the 
Registrant. The term “family relationship” 
means any relationship by blood, marriage, 
or adoption, not more remote than first 
cousin.

2. The principal business of any 
corporation or other organization listed under 
column (3) should be stated unless implicit in 
its name.

3. If the Registrant has an executive or 
investment advisory committee, identify the 
members and state the duties and functions 
of the committee.

4. Identify by asterisk the members of the 
board of managers who are interested 
persons as defined in Section 2(a) (19) of the 
1940 Act (15 U.S.C. 80a-2(a)(19)] and the rules 
thereunder.

(b) For each individual listed in column (1) 
of the table required by paragraph (a) of this 
Item, describe any positions held with 
affiliated persons or principal underwriters of 
the Registrant.

(c) Give the following information about 
each person specified below who received 
from the Registrant or its subsidiaries during 
the Registrant’s  last fiscal year aggregate

Instructions: 1. This Item applies to any 
person who was a member of the board of 
managers, officer, or member erf the advisory 
board of the Registrant at any time during the 
last fiscal year. Give information on an 
accrual basis if practicable.

2. If the Registrant has not completed its 
first full fiscal year since its organization, 
give information for the current fiscal year, 
estimating future payments that would be 
made pursuant to an existing agreement or 
understanding.

3. Columns (4) and (5) should be answered 
only for those persons named in response to 
paragraph (a) of this Item and should include 
all pension or retirement benefits proposed to 
be paid under any existing plan in the event 
of retirement at normal retirement date, 
directly or indirectly, by the Registrant or any 
of its subsidiaries to each such person.

4. Column (4) need not be answered with 
respect to payments computed on an 
actuarial basis pursuant to any plan which 
provides for fixed benefits in the event of 
retirement at a specified age or after a 
specified number of years of service.

5. The information called for by column (5) 
may be given in a table showing the annual 
benefits payable upon retirement to persons 
in specified salary classifications.

6. In the case of any plan (other than those 
specified in instruction 3) where the amount 
set aside each year depends upon the amount 
of earnings of the issuer or its subsidiaries for 
such year or a prior year, or where it is 
otherwise impracticable to state the 
estimated annual benefits upon retirement, 
instead of the information called for by 
column (5), give the total amount set aside or 
accrued to date, unless it is impracticable to 
do so, in which case state the method of 
computing such benefits.
Item 21. Investment Advisory and Other 
Services

(a) Give the following information about 
each investment adviser:

(i) The names of all controlling persons of 
the investment adviser and the basis of such 
control; and if significant, the'business

remuneration in excess of $60,000 for services 
in all capacities:

(i) Each member of the board of managers, 
each of the three highest paid officers, and 
each advisory board member of the 
Registrant;

(ii) Each affiliated person of the Registrant 
not included in subparagraph (i) except 
investment advisers;

(iii) Each affiliated person of an affiliate or 
principal underwriter of the Registrant; and

(fv) All members of the board of managers, 
officer, and members of the advisory board of 
the Registrant as a group without naming 
them.

history of any organization that controls the 
adviser;

(ii) The name of any affiliated person of the 
Registrant or the Insurance Company who is 
also an affiliated person of the investment 
adviser and a list of all capacities in which 
the person named is affiliated with the 
Registrant or the Insurance Company and 
with the investment adviser; and

Instruction: If an affiliated person of the 
Registrant or the Insurance Company either 
alone or together with others is a controlling 
person of the investment adviser, Registrant 
must disclose such fact but need not supply 
the specific amount or percentage of the 
outstanding voting securities of the 
investment adviser which is owned by the 
controlling person.

(iii) The method of computing the advisory 
fee payable by the,Registrant including:

(A) The total dollar amounts paid to the 
adviser by the Registrant or its Insurance 
Company under the investment advisory 
contract for the last three fiscal years;

(B) If applicable, any credits which reduced 
the advisory fee for any of the last three 
fiscal years; and

(C) Any expense limitation provision.
Instructions: 1. If the advisory fee payable

by the Registrant or its Insurance Company 
varies depending on the Registrant's 
investment performance in relation to some 
standard, set forth the standard along with a 
fee schedule in tabular form. Registrant may 
include examples showing the fees the 
adviser would earn at various levels of 
performance, but such examples must include 
calculations showing the maximum and 
minimum fee percentages that could be 
earned under the contract.

2. State each type of credit or offset 
separately.

3. Describe only the most restrictive 
expense limitation provision.

4. If Registrant is organized as a “series” 
account the response to paragraph (a) (iii) of 
this Item should describe the methods of 
allocation and payment of advisory fees for 
each class or series.

Name of person

(1)

Capacities in which 
remuneration received

(2)

Aggregate
remuneration

0)

Pension or retirement 
benefits accrued dunng 
registrant’s last fiscal 

year

(O

Estimated annual 
benefits upon 

retirement

<5)
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I (b) Describe all services performed for or 
I  on behalf of the Registrant, which are 
(supplied or paid for wholly or substantially 
by the investment adviser in connection with 

(the investment advisory contract.
| (c) Describe all fees, expenses, and costs of 
(the Registrant that are to be paid by persons 
I other than the investment adviser, the 
Insurance Company, or the Registrant, and 

; identify such persons.
(d) Give a summary of any contract for the 

provision of management-related services to 
the Registrant, which may be of interest to a 
purchaser of Registrant’s securities, unless 
the contract is described in response to some 
other item of this form. Show the parties to 
the contract and the total dollars paid and by 
whom, for the past three years. If the services 
under any management-related service 
contract are  paid for by a deduction from 
contractowner accounts and if the Registrant 
or Insurance Company has changed the 
service provider in the past year, state the 
reasons for the change.

Instructions: 1. A contract for 
“management-related services" includes any 
agreement whereby another person agrees to 
keep, prepare, or file such accounts, books, 
records, or other documents as the Registrant 
may be required to keep under federal or 
state law, or to provide any similar services 
with respect to the daily operations of the 
Registrant, but does not include the Following:
(i) Any contract to provide investment advice 
to the Registrant; (ii) any agreement to act as 
custodian or agent to administer purchases 
and redemptions under the contracts for the 
Registrant; or (iii) bona fide contracts for 
outside legal or auditing services, or bona 
fide contracts for personal employment 

(entered into in the ordinary course of 
business. ,  ̂ ^ ^

2. Information need not be given about the 
service of mailing proxies or periodic reports 

| of the Registrant.
I 3. In summarizing a management-related 
1 service contract, include the name of the 
; person providing the service; any direct or 
indirect relationships between such person 
and the Registrant, its investment adviser, its 
Insurance Company, or its principal 
underwriter; the nature of the services 
provided; and the basis of the compensation 
paid for the last three fiscal years.

(e) If any person (other than a bona fide 
member of the board of managers, officer, 
member of an advisory board, or employee of 
the Registrant, as such, or a person named as 
an investment adviser in response to 
paragraph (a) above), pursuant to any 
understanding, whether formal or informal, 
regularly furnishes advice to the Registrant or 
to the investment adviser of the Registrant 
about the desirability of the Registrant’s 
investing in, purchasing, or selling securities 
or other property, or is empowered to 
determine what securities or other property 
should be purchased or sold by the 
Registrant, and receives direct or indirect 
remuneration, give the following information:

(j) The name of such person; 
i (ii) A description of the nature of the 
anangement, and the advice or information 
given; and

(iii) Any remuneration (including, for 
example, participation, directly or indirectly,

in commissions or other compensation paid 
in connection with transactions in 
Registrant's portfolio securities) paid for such 
advice or information, and a statement of 
how and by whom such remuneration was 
paid for the last three fiscal years.

Instruction: Do not describe any of the 
following: (i) Persons whose advice was 
given solely through uniform publications 
distributed to subscribers; (ii) persons who 
gave only statistical and other factual 
information, advice regarding economic 
factors and trends, or advice as to occasional 
transactions in specific securities, but 
without generally furnishing advice or 
making recommendations regarding the 
purchase or sale of securities by the 
Registrant; (iii) a company which is excluded 
from the definition of “investment adviser” o f  
an investment company by reason of Section 
2(a)(20)(iii) of the 1940 Act [15 U.S.C. 80a- 
2(a)(20)(iii)}; (iv) any person the character 
and amount of whose compensation for such 
service must be approved by a court; or (v) 
such other persons as the Commission has by 
rule or order determined not to be an 
“investment adviser" of an investment 
company.

(f) Furnish a summary of the significant 
aspects of any plan under which the 
Registrant incurs expenses related to the 
distribution of its shares, and of any 
agreements related to implementation of the 
plan.

The summary should include, among other 
information, the following:

(i) The manner in which amounts paid by 
the Registrant under the plan during the last 
fiscal year were spent on:

(A) Advertising,
(B) Printing and mailing ofiprospectuses to • 

other than current shareholders,
(C) Compensation to underwriters,
(D) Compensation to dealers,
(E) Compensation to sales personnel, and
(F) Other (specify);
(ii) Whether any of the following persons 

had a direct or indirect financial interest in 
the operation of the plan or related 
agreements:

(A) Any interested person of the Registrant; 
or

(B) Any director of the Registrant who is 
not an interested person of die Registrant; 
and

(iii) Jh e  benefits, if  any, to the Registrant 
resulting from the plan.

Instruction: In responding to this Item, 
Registrants should take note of the 
requirements of Rule 12b-l under the 1940 
Act (17 CFR 270.12b-l).

(g) Give the name and principal business 
address of the Registrant’s custodian and 
independent public accountant and provide a 
general description of the services they 
perform.

(h) If the portfolio securities of the 
Registrant are held by a person other than the 
Insurance Company, a commercial bank, 
trust company, or depository registered with 
the Commission as custodian, state the 
nature of the business of each such person.

(i) If an affiliated person of the Registrant 
or an affiliated person of such an affiliated 
person acts as administrative or servicing 
agent for the Registrant, describe the services

performed by such person and the basis for 
remuneration. State, for the past three years, 
the total dollars paid for the services, and by 
whom.

Instruction: Information already provided 
in response to prior items need not be 
repeated.
Item 22. Brokerage Allocation

(a) Describe how transactions in portfolio 
securities are effected including a general 
statement about brokerage commissions and 
mark-ups on principal transactions and the 
aggregate amount of any brokerage 
commissions paid by the Registrant during 
the three most recent fiscal years. Explain 
any material increase in brokerage 
commissions paid by the Registrant during 
the most recent fiscal year as compared to 
the two prior fiscal years.

(b) (i) State the total dollar amount, if any, 
of brokerage comissions paid by the 
Registrant during the three most recent fiscal 
years to any broker which: (A) Is an affiliated 
person of the Registant; (B) is an affiliated 
person of an affiliated person of the 
Registrant; or (C) has an affiliated person that 
is an affiliated person of the Registrant, its 
Insurance Company, investment adviser, or 
principal underwriter, and the identity of 
each such broker and the relationships that 
cause the broker to the identified in this Item.

(ii) State for each broker identified in 
response to paragraph (b)(i) of this Item:

(A) The percentage of Registrant’s 
aggregate brokerage commissions paid to 
each broker during the most recent fiscal year 
and

(B) The percentage of Registrant’s 
aggregate dollar amount of transactions 
involving the payment of commissions 
effected through the broker during the most 
recent fiscal year.

(iii) Where there is a material difference 
between the percentage of brokerage 
commissions paid to, and the percentage of 
transactions effected through, any broker 
identified in response to paragraph (b)(i) of 
this Item, state the reasons for such 
difference.

(c) Describe, how brokers will be selected 
to effect securities transactions for Registrant 
and how evaluations will be made of the 
overall reasonableness of brokerage 
commissions paid, including the factors 
considered.

Instructions: 1. If the receipt or products or 
services other than brokerage or research 
services is a factor in the selection of brokers, 
specify such products and services.

2. If the receipt of research services is a 
factor in selecting brokers, identify the nature 
of such research services.

3. State whether persons acting on behalf * 
of Registrant are authorized to pay a broker a 
commission in excess of that which another 
broker might have charged for the same 
transaction, because of the value of (a) 
brokerage or (b) research services provided
by the broker.

4. If applicable, explain that research 
services furnished by brokers through whom 
Registrant effects securities transactions may 
be used by Registrant’s investment adviser in 
servicing all of its accounts and that not all 
such services may be used by the investment
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adviser in connection with the Registrant; or, 
if other policies or practices are applicable to 
Registrant with respect to the allocation of 
research services provided by brokers such 
policies and practices should be explained.

(d) If, during the last fiscal year, Registrant, 
its Insurance Company, or its investment 
adviser, pursuant to an agreement or 
understanding with a broker or otherwise 
through an internal allocation procedure, 
directed Registrant’s brokerage transactions 
to a broker because of research services 
provided, state the amount of such 
transactions and related commissions.

(e) If the Registrant has acquired during its 
most recent fiscal year of during the period of 
time since organization, whichever is shorter, 
securities of its regular brokers or dealers as 
defined in rule 10b-l under the 1940 Act (17 
CFR 270.10b-l), or their parents, identify 

.those brokers or dealers and state the value 
of the Registrant’s aggregate holdings of the 
securities of each subject issuer as of the 
close of the Registrant’s most recent fiscal 
year.

Instruction. The Registrant need only 
disclose information with respect to an issuer 
that derived more than 15% of its gross 
revenue from the business of a broker, a 
dealer, an underwriter, or an investment 
adviser during its most recent fiscal year. If 
the Registrant has issued more than one class 
or series of stock, the requested information 
must be disclosed for the class or series that 
has securities that are being registered.
Item 23. Purchase and Pricing of Securities 
Being Offered

(a) Describe the manner in which 
Registrant's securities are offered to the 
public. Include a description of any special 
purchase plans and any exchange privileges 
not described in the prospectus.

Instruction: Address exchange privileges 
between sub-accounts, between the 
Registrant and other separate accounts, and 
between the Registrant and contracts offered 
through the Insurance Company’s general 
account.

(b) Describe the method that will be used 
to determine the sales load on the variable 
annuity contracts offered by the Registrant.

Instruction: Explain fully any difference in 
the price at which variable annuity contracts 
are offered to members of the public, as 
individuals and as groups, and the prices at 
which the contracts are offered for any class 
of transactions or to any class of individuals, 
including officers, directors, members of the 
board of managers, or employees of the 
Registrant, the'Insurance Company, its 
adviser, or underwriter.

Jc )  Describe the method used to value the 
Registrant’s assets if not described in the 
prospectus.

Instructions: 1. Describe the valuation 
procedure used to determine accumulation 
unit value.

2. If Registrant uses either penny-rounding 
pricing or amortized cost valuation, pursuant 
to either an order of exemption from the 
Commission or Rule 2a-7 under the 1940 Act 
(17 CFR 270.2a-7), describe the nature, extent 
and effect of any conditions under the 
exemption.

(d) Describe the way in which purchase 
payments are credited to the contract to the 
extent not described in the prospectus.

(e) If the Registrant has received an order 
of exemption from Section 18(f) of the 1940 
Act (15 U.S.C. 80a-18(f)) from the 
Commission or has filed a notice of election 
pursuant to Rule 18f-l under the Act (17 CFR 
270.18f-l) which has not been withdrawn, 
fully describe the nature, extent, anjl effect of 
the exemptive relief in the Statement of 
Additional Information if the information is 
not in the prospectus.
Item 24. Underwriters

(a) If the Insurance Company or an affiliate 
of the Insurance Company is the principal 
underwriter of the variable annuity contracts, 
so state.

(b) State whether the offering is
continuous. v .

(c) State the aggregate dollar amount of 
underwriting commissions paid to, and the 
amount retained by, the principal underwriter 
for each of the last three fiscal years.

(d) If during the Registrant’s last fiscal year 
any payments were made by the Registrant 
to an underwriter of or dealer in the variable 
annuity contracts unaffiliated with the 
Registrant or Insurance Company other than: 
(i) Payments made through deduction from 
the purchase payments at the time of sale of 
the variable annuity contracts or from 
contract values upon redemption, (ii) 
payments representing the purchase price of 
portfolio securities acquired by the 
Registrant, (iii) commissions on any purchase 
or sale of portfolio securities by the 
Registrant, or (iv) payments for investment 
advisory services pursuant to an investment 
advisory contract, give the following 
information:

(A) The name and address of the 
Underwriter or dealer;

(B) The circumstances surrounding the 
payments;

(C) The amount paid; and
(D) How the amount of the payment was 

determined and the consideration received 
for it.

Instructions: 1. Information need not be 
given about the service of mailing proxies or 
periodic reports of the Registrant.

2. Information heed not be given about any
service for which total payments of less than 
$5,000 were made during each of the last 
three fiscal yfears. *

3. Information need not be given about 
payments made under any contract to 
provide investment advice or to act as 
custodian or administrative or servicing 
agent.

4. If the payments were made under an
arrangement or policy applicable to dealers 
generally, simply describe the arrangement or 
policy. '
Item 25. Calculation of Yield Quotations of 
Money Market Sub-Accounts

Describe the method used to compute each 
yield quotation provided in the prospectus 
pursuant to Item 4(c).

Instructions: 1. For purposes of the yield 
computation, the determination of net change 
in account value must reflect all deductions 
that are charged to all contract-owner 
accounts in proportion to the length of the

base period and the sub-account's average 
account size.

2. Deductions from purchase payments and 
sales loads assessed at the time of 
redemption or annuitization should not be 
reflected in the computation of current yield.

3. Realized gains and losses from the sale 
of securities arid unrealized appreciation and 
depreciation are to be excluded from the 
calculation of yield.

4. When calculating the yield quotation 
required in Item.4(c), Registrants that choose 
to make such an election on an annual basis 
may use a median account size in place of an 
average account size in determining the base 
period return.
Item 26. Annuity Payments

Describe the method for determining the 
amount of annuity payments if not described 
in the prospectus. In addition, describe how 
any change in the amount of a payment after 
the first payment is determined.
Item 27. Financial Statements

(a) Provide financial statements of the 
Registrant.

Instructions: 1. The financial statements 
and schedules required by Regulation S-X (17 
CFR Part 210) shall be provided in a separate 
section of this Part B.

2. Notwithstanding Instruction 1 above, the 
following statements and schedules required 
by; Regulation S -X  may be omitted from Part 
B and instead included in Part C of the 
Registration Statement:

(i) The statements of any subsidiary which 
is not a majority-owned subsidiary and

(ii) The following schedules in support of 
the most recent balance sheet (a) columns C 
and D of Schedule III (17 CFR 210.12-03); and 
(b) Schedule VI (17 CFR 210.12-04).

3. In addition to the requirements of Rule 3- 
18 of Regulation S-X  (17 CFR 210.3-18), any 
separate account registered under the 1940 
Act which has not previously had an 
effective Registration Statement under the 
1933 Act shall include in its initial 
Registration Statement under the 1933 Act 
such additional financial statements and 
condensed financial information (which need 
not be audited) as is necessary to make the 
financial statements and condensed financial 
information included in the Registration 
Statement as of a date within 90 days prior to 
the date of filing.

4. Every annual report to contractowners 
required by section 30(d) of the 1940 Act and 
Rule 30d-l under it (17 CFR 270.30d-l) shall 
contain the following information:

(i) The audited financial statements 
required by Regulation S-X, as modified by 
Instruction 2, for the periods specified by 
Regulation S-X;

(ii) The condensed financial information 
required by Item 4(a) of this Form, for the five 
most recent fiscal years, with at least the 
most recent year audited; and

(iii) Unless shown elsewhere in the report 
as part of the financial statements required 
by: (i) Above, the aggregate remuneration 
paid by the separate account during the 
period covered by the report (A) to all 
members of the board of managers and to all 
members of any advisory board for regular 
compensation; (B) to each member of thp
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board of managers and to each member of an 
advisory board for special compensation; (C) 
to all officers; and (D) to each person of 
whom any officer or member of the board of 
managers of the separate account is an 
affiliated person.

5. Every report required by section 30{d) of 
the 1940 Act and Rule 30d-l under it (17 CFR 
27O.30d-l), except the annual report to 
contractowners, shall contain the following 
information (which need not be audited):

(i) The financial statements required by 
Regulation S-X, as modified by Instruction 2 
above, for the period commencing either with
(A) the beginning of the separate account’s
fiscal year (or date of organization, if newly 
organized) or (B) a date not later than the 
date after the close of period included in the 
last report conforming with the requirements 
of Rule 30d-l and the most recent preceding 
fiscal y e a r ;. . .

(ii) The condensed financial information 
required b y  Item 4(a) of this Form, for the 
period of the report as specified by (i) above, 
and the most recent preceding fiscal year; 
and

(iii) Unless shown elsewhere in the report 
as part of the financial statements required 
by (i) above, the aggregate remuneration paid 
by the separate account during the period 
covered by the report (A) to all members of 
the hoard of managers and to ail members of 
any advisory board for regular compensation;
(B) to each member of the board of managers 
and to each member of an advisory board for 
special compensation; (C) to all officers; and
(D) to each person of whom any officer or 
member of the board of managers of the 
separate account is an affiliated person.

6. See General Instruction F regarding 
incorporation by reference.

(b) Provide financial statements of the 
Insurance Company.

Instructions: 1. The financial statements 
and schedules of the Insurance Company 
required by Regulation S -X  shall be provided 
in a separate section following the response 
to paragraph (a) of this Item; If the Insurance 
Company would not have to prepare 
financial statements in accordance with 
generally accepted accounting principles 
except for use in this registration statement 
or other registration statements filed on 
Forms N -3 or N-4, its financial statements 
may be prepared in accordance with 
statutory requirements.

2. Notwithstanding Instruction 1 above, all 
statements and schedules required by 
Regulation S-X, except for the consolidated 
balance sheets described in Rule 3-01 of 
Regulation S-X  (17 CFR 210.3-01) and any 
notes thereto, may be omitted from Part B of 
jbe Registration Statement and included in 
[Part C of such Registration Statement, 
i 3. Notwithstanding Rule 3-12 of Regulation 
S-X ( 1 7  CFR 210.3-12), the financial 
statements of the Insurance Company need 
not be more current than as of the end of the
jraoat recent fiscal year of the Insurance 
Company unless:(i) The Insurance Company’s financial statements have never been included in an Elective registration statement under the Securities Act of 193,3 of a separate account 
which offers variable annuity contracts or 
•ends variable life insurance contracts; or

(ii) The balance sheet of the Insurance 
Company at the end of either of the two most 
recent fiscal years included in response to 
this Item shows a combined capital and 
surplus, if a stock company, of an unassigned 
surplus, if a mutual company, or less than 
$1,000,000; or

(iii) The balance sheet of the Insurance 
Company at the end of a fiscal quarter within 
135 days of the expected date of effectiveness 
under the 1933 Act (or a fiscal quarter within 
90 days of filing if the registration statement 
is filed solely under the 1940 Act) would 
show a combined capital and surplus, if a 
stock company, or an unassigned surplus, if a 
mutual company, of less than $1,000,000. If 
two fiscal quarters end within the 135 day 
period, the Insurance Company may choose 
either for purposes of this test.

Any interim financial statements required 
by this Item need not be comparative with 
financial statements for the same interim 
period of an earlier year.

Part C—O ther Inform ation
Item 28. Financial Statements and Exhibits

List all financial statements and exhibits 
filed as part of the Registration Statement.

(a) Financial statements.
Instruction: Designate those financial

statements which are included in Part A and 
Part B of the Registration Statement.

(b) Exhibits:
(1) Copies of the resolution of the board of 

directors of the Insurance Company 
authorizing the establishment of the 
Registrant;

(2) Copies of the existing bylaws or 
instruments corresponding thereto;

(3) Copies of all custodian agreements and 
depository contracts under section 17(f) of 
the 1940 Act (15 U.S.C. 80a-17(f}) with respect 
to securities and similar investments of the 
Registrant, including the schedule of 
remuneration;

(4) Copies of all investment advisory 
contracts relating to the management of the 
assets of the Registrant;

(5) Copies of each underwriting or 
distribution contract between the Registrant 
and the principal underwriter or the 
Insurance Company and the principal 
underwriter, and specimens or copies of all 
agreements between principal underwriters 
and dealers;

(8) The form of each variable annuity 
contract;

(7) The form of application used with any 
variable annuity contract provided in 
response to (6) above;

(8) Copies of the certificate of incorporation 
or other instrument of organization and the 
by-laws of the Insurance Company;

(9) A copy of any contract of reinsurance in 
connection with the variable annuity 
contracts being offered;

(10) Copies of all bonus, profit sharing, 
pension, or other similar contracts or 
arrangements wholly or partly for the benefit 
of members of the board of managers or 
officers of the Registrant in their capacity as 
such; any such plan that is not set forth in a 
formal document, furnish a reasonably 
detailed description thereof;

(11) Copies of all other material contracts 
not made in the ordinary course of business

which are to be performed in whole or in part 
at or after the date of filing the Registration 
Statement;

(12) An opinion of counsel and consent to 
its use as to the legality of the securities 
being registered, indicating whether they will 
be legally issued and will represent binding 
obligations of the Insurance Company;

(13) Copies of any other opinions, 
appraisals, or rulings, and consents to their 
use relied on in preparing this Registration 
Statement and required by section 7 of the 
1933 Act;

(14) AH financial statements omitted from 
Item 27; and

(15) Copies of any agreements or 
understandings made in consideration for 
providing the initial capital between or 
among the Registrant, the. Insurance 
Company, underwriter, adviser, or initial 
contractowners and written assurances from 
the Insurance Company or initial contract- 
owners that the purchases were made for 
investment purposes without any present 
intention of redeeming.

Instruction: 1. Subject to the Rules on 
incorporation by reference and Instruction 2 
below, the foregoing exhibits shall be filed as 
a part of the Registration Statement. Exhibits 
numbered 5 and 12-14 above need to be filed 
only as part of a 1933 Act Registration 
Statement. Exhibits shaU be lettered or 
numbered for convenient reference. Exhibits 
incorporated by reference may bear the 
designation given in a previous filing. Where 
exhibits are incorporated by reference, the 
reference shall be made in Hie list of exhibits.

2. A Registrant need not file an exhibit as 
part of a post-effective amendment if the 
exhibit has been filed in the Registrant’s 
initial registration statement or in a previous 
post-effective amendment, unless there has 
been a change in the exhibit or unless the 
exhibit is a copy of a consent required by 
section 7 of the 1933 Act or is a financial 
statement omitted from Item 27.
Item 29. Directors and Officers of the 
Insurance Company

Give the following information about each 
director or officer of the Insurance Company:

Name and 
principal business 

address

Positions and 
offices with 
insurance 
company

Positions and 
offices with 
registrant

CO (2) (3)

Instruction: Registrants need only provide 
the above information for officers or directors 
who are engaged directly or indirecHy in 
activities relating to the Registrant or the 
variable annuity contracts offered by the 
Registrant, and for executive officers 
including the Insurance Company’s president, 
secretary, treasurer, and vice presidents who 
have authority to act as president in his or 
her absence.
Item 30. Persons Controlled by or Under 
Common Control with the Insurance 
Company or Registrant

Provide a list or diagram of all persons 
directly or indirectly contolled by or under 
common control with the Insurance Company
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or Registrant and as to each such person 
indicate: (1) If a company, the state or other 
sovereign power under whose laws it is 
organized, (2) the percentage of voting 
securities owned or other basis of control by 
the person, if any, immediately controlling it, 
and (3) its principal business unless such 
principle business is implicit in its name.

Instructions: 1. The list or diagram shall 
include the Registrant and the Insurance 
Company and shall show clearly the 
relationship between each company named.
If the company is controlled by the direct 
ownership of its securities by two or more 
persons, so indicate by appropriate cross- 
reference.

2. Designate (i) subsidiaries for which 
separate financial statements are filed; (ii) 
subsidiaries included in the respective 
consolidated financial statements; (iii) 
subsidiaries included in the respective group 
financial statements filed for unconsolidated 
subsidiaries; and (iv) other subsidiaries, 
indicating briefly why statements of such 
subsidiaries are not filed.

Item 31. Number of Contractowners
State as of a specified date within 90 days 

prior to the date of filing the number of 
contractowners of qualified and non-qualified 
contracts offered by Registrant.

Item 32. Indemnification

State the general effect of any contract, 
arrangements, or statute under which any 
member of the board of managers, officer, 
underwriter, or affiliated person of the 
Registrant is insured or indemnified in any 
manner against any liability which may be 
incurred in such capacity, other than 
insurance provided by any member of the 
board of managers, officer, underwriter, or 
affiliated person for their own protection.

Instruction: In responding to this Item, the 
Registrant should note the requirements of . 
Rules 461 and 484 under the 1933 Act (17 CFR 
230.461, 230.484) and Section 17 of the 1940 
Act (15 U.S.C. 80a-17).

Item 33. Business and Other Connections of 
Investment Adviser

Describe any other business, profession, 
vocation, or employment of a substantial 
nature in which each investment adviser of 
the Registrant, and each director, officer, or 
partner of any such investment adviser, is or 
has been, at any time during the past two 
fiscal years, engaged for his or her own 
account or as director, officer, employee, 
partner, or trustee.

Instructions: 1. State the name and 
principal business address of any company of 
which any person specified above is a 
director, officer, employee, partner, or trustee, 
and the nature of such connection.

2. If the investment adviser is the Insurance 
Company or an affiliate thereof that is also 
an insurance company, Registrants need only 
provide the above information for officers or 
directors who are engaged directly or 
indirectly in activities relating to the assets of 
the Registrant, and for executive officers 
including the Insurance Company’s or its 
affiliate’s president, secretary, treasurer, and 
vice presidents who have authority to act as 
president in his or her absence.

3. The names of investment advisory 
clients need not be given.
Item 34. Principal Underwriters

(a) Given the name of each investment 
company (other than the Registrant) for 
which each principal underwriter currently 
distributing securities of the Registrant also 
acts as a principal underwriter, depositor, 
sponsor, or investment adviser.

(b) Give the following information about 
each director, officer, or partner of each 
principal underwriter named in the answer to 
Item 11(e):

Name and Positions and Positions and
principal business offices with offices with

address underwriter registrant

(1) ; (2) O)

Instruction: If the principal underwriter is 
the Insurance Company or an affiliate 
thereof, and is also an insurance company, 
Registrants need only provide the above 
information for officers or directors who are 
engaged directly or indirectly in activities 
relating to the Registrant or the contracts 
offered by the Registrant, and for executive 
officers including the Insurance Company’s or 
its affiliate’s president, secretary, treasurer, 
and vice presidents who have authority to act 
as president in his or her absence.

(c) Give the following information about all 
commissions and other compensation 
received by each principal underwriter, 
directly or indirectly, from the Registrant 
during the Registrant's last fiscal year:

Name of principal 
underwriter

Net underwriting 
discounts and 
commissions

Compensation on 
redemption or 
annuitization

Other compensationcommissions

(D (2) (3) (4) (5)

Instructions: 1. Show in a note, or 
otherwise, the nature of the services provided 
in return for the compensation show in 
column (5). Include any compensation 
received by an underwriter for keeping the 
Registrant’s securities in the hands of the 
public.

2. Information need not be given about the 
service of mailing proxies or periodic reports 
of the Registrant.

3. Information need not be given about any 
service for which total payments of less than 
$5,000 were made during each of the last 
three fiscal years.

4. Information need not be given about 
payments made under any agreement 
whereby another person contracts with the 
Registrant or the Insurance Company to 
provide investment advice or to act as 
custodian or administrative or servicing 
agent.
Item 35. Location of Accounts and Records

Give the name and address of each person 
who maintains physical possession of each 
account, book, or other document required to 
be maintained by Section 31(a) of the 1940 
Act (15 U.S.C. 80a-30(a)) and the Rules under 
it (17 CFR 270.31a-l to 31a-3).
Item 36. Management Sejvices

Give a summary of any contract not 
discussed in Part A or Part B of this Form 
under which management-related services 
are provided to the Registrant, indicating the 
parties to the contract, the total dollars paid 
and by whom, for the last three fiscal years.

Instructions: 1. The instructions to Item 
21(d) of this Form shall also apply to this 
Item.

2. Information need not be given about any 
service for which total payments of less than 
$5,000 were made during each of the last 
three fiscal years.
Item 37. Undertakings

Give the following undertakings in 
substantially this form in all initial

registration statements filed under the 1933 
Act:

(a) An undertaking to file a post-effective 
amendment, using financial statements of the 
Registrant which ne^d not be certified, within 
four to six months from the effective date of 
the Registrant’s 1933 Act registration 
statement;

Instructions: 1. Such amendment may be 
filed earlier only if at least one-half the dollar 
amount of securities registered has been 
raised from a public offering and has been 
substantially invested pursuant to 
Registrant’s investment objectives.

2. Such amendment may be filed later only 
if the financial statements required by the 
undertaking are also going to be used in the 
next semi-annual or annual report to security 
holders required pursuant to section 30(d) of 
the 1940 Act and Rule 30d-l thereunder, the 
amendment is filed no later than 40 days 
after the end of the six month period 
specified in the undertaking, and the 
amendment becomes effective no later than

' 60 days after the end of that six month 
period.

3. The financial statements included in 
such post-effective amendment should be as 
of and for the time period reasonably close or 
as soon as practicable to the date of the 
amendment, but in no event more than 60 
days prior to the date of filing.

(b) An undertaking to file a post-effective 
amendment to this registration statement as 
frequently as is necessary to ensure that the 
audited financial statements in the 
registration statement are never more than 16 
months old for so long as payments under the 
variable annuity contracts may be accepted;

(c) An undertaking to include either (1) as 
part of any application to purchase a contract 
offered by the prospectus, a space that an 
applicant can check to request a Statement of 
Additional Information, or (2) a post card or 
similar written communication affixed to or 
included in the prospectus that the applicant
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can remove to send for a Statement of 
Additional Information;

(d) An undertaking to deliver any 
Statement of Additional Information and any 
financial statements required to be made 
available under this Form promptly upon 
written or oral request.

SIGNATURES
As required by (the Securities Act of 1933 

and) the Investment Company Act of 1940 the 
Registrant (certifies that it meets the 
requirements of Securities Act Rule 486(b) for 
effectiveness of this Registration Statement 
and) has caused this Registration Statement 
to be signed on its behalf, in the City of
----------------and State of on th e---------day of
--------------- - ----- 1 ig — — ...

(Registrant)
By —--------------------
(Signature and Title)

(Insurance Company)
By ---------------------------------------------------
(Name of officer of Insurance Company)

(Title) '

Instruction: If the registration statement is 
being filed only under the Securities Act or 
under both the Securities Act and the 
Investment Company Act, it should be signed 
by both the Registrant and the Insurance 
Company. If the registration statement is 
being filed only under the Investment 
Company Act, it should be signed only by the 
Registrant.

As required by the Securities Act of 1933, 
this Registration Statement has been signed 
by the following persons in the capacities 
and on the dates indicated.

(Signature)

(Title)

(Date)

Form N-4—Registration Statement Under the 
Securities Act of 1933 □
Pre-Effective Amendment No.--------- □
Post-Effective Amendment N o.--------- □
and/or

Registration Statement Under the Investment 
Company Act of 1940 □
Amendment No.---------
(Check appropriate box or boxes.)

(Exact Name of Registrant)

(Name of Depositor)(Address of Depositor’s Principal Executive Offices).;(Zip Code)-----------------------------------------------Depositor’s Telephone Number, including Area Code____________(Name and Address of Agent for Service)Approximate Date of Proposed Public Offering —--------------
ft** ProPosed that this filing will become effective (check appropriate space)

—  immediately upon filing pursuant to 
paragraph (b) of Rule 486
—  on (date) pursuant to paragraph (b) of 
Rule 486
—  60 days after filing pursuant to 
paragraph (a) of Rule 486
—  on (date) pursuant to paragraph (a) of 
Rule 486

Ca lc u la t io n  o f  R e g is tr a t io n  Fee  Und e r  
t h e  S e c u r it ie s  A c t  o f  1933

Title of 
securities 

being 
registered

Amount
being

registered

Proposed 
maximum 
offenng 

price per 
unit

Proposed
maximum
aggregate

offering
price

Amount
of

registra­
tion fee

The “Approximate Date of Proposed Public 
Offering” and the table showing the 
calculation of the registration fee under the 
Securities Act of 1933 should be included 
only where securities are being registered 
under the Securities Act. Registrants that are 
registering an indefinite number of securities 
under the Securities Act pursuant to 
Investment Company Act Rule 24f-2 (17 CFR 
270.24f-2) should include the declaration 
required by Rule 24f—2(a)(1) on the facing 
sheet, instead of or in addition to the 
Securities Act registration fee table.

Contents o f  Form N-4 
General Instructions

A. Rule as to Use o f Form N-4
B. Registration Fees
C. Special Terms
D. Application of General Rules and 

Regulations
E. Amendments
F. Incorporation by Reference
G. Documents Comprising the Registration 

Statement or Amendment
H. Preparation of the Registration 

Statement or Amendment
Part A—Information Required in a Prospectus 

Item 1. Cover Page 
Item 2. Definitions 
Item 3. Synopsis or Highlights 
Item 4. Condensed Financial Information 
Item 5. General Description of Registrant, 

Depositor, and Portfolio Companies 
Item 6. Deductions and Expenses 
Item 7. General Description of Variable 

Annuity Contracts 
Item 8. Annuity Period 
Item'9. Death Benefit 
Item 10. Purchases and Contract Value 
Item 11. Redemptions 
Item 12. Taxes 
Item 13. Legal Proceedings 
Item 14. Table of Contents of the Statement 

of Additional Information 
Part B—Information Required in a Statement 

of Additional Information 
Item 15. Cover Page 
Item 16. Table of Contents 
Item 17. General Information and History 
Item 18. Services
Item 19. Purchase of Securities Being 

Offered
Item 20. Underwriters 
Item 21. Calculation of Yield Quotations of 

Money Market Sub-Accounts 
Item 22. Annuity Payments 
Item 23. Financial Statements

Part C—Other Information 
Item 24. Financial Statements and Exhibits 
Item 25. Directors and Officers of the 

Depositor
Item 26. Persons Controlled by or Under 

Common Control with the Depositor or 
Registrant

Item 27. Number of Contractowners 
Item 28. Indemnification *
Item 29. Principal Underwriters 
Item 30. Location of Accounts and Fecords 
Item 31. Management Services 
Item 32. Undertakings 

Signatures

General Instructions
A. Rule as to Use o f Form N-4. Form N-4 

shall be used by all separate accounts 
offering variable annuity contracts which ar.e 
registered under the Investment Company 
Act of 1940 (“1940 Act”) as unit investment 
trusts for: (1) An initial registration statement 
required by section 8(b) of the 1940 Act (15 
U.S.C. 80a-8(b)) and any amendments 
thereto; (2) a registration statement required 
under the Securities Act of 1933 (“1933 Act”) 
and any amendments thereto; or (3) any 
combination of these 1940 Act and 1933 Act 
filings.

Form N-4 shall also be used to file a 
registration statement under the 1933 Act and 
any amendments thereto for variable annuity 
contracts funded by separate accounts which 
would be required to be registered under the 
1940 Act as unit investment trusts except for 
the exclusion provided by section 3(c)(ll) of 
the 1940 Act (15 U.S.C. 80a-3(c)(ll)).

B. Registration Fees. Section 6(b) of the 
1933 Act (15 U.S.C. 77(f)(b)) and Rule 457 (17 
CFR 230.457) set forth the fee requirements 
under the 1933 Act. Rule 8b-6 under the 1940 
Act (17 CFR 270.8b-6) sets forth the fee for 

.filing an initial registration statement under 
that Act. The 1940 Act fee is an addition to 
the fee required under the 1933 Act. 
Registrants that are increasing the number or 
amount of securities registered or registering 
an indefinite number of their securities are 
also directed to Rules 24e-2 and 24f-2, 
resjpectively, under the 1940 Act (17 CFR 
270.24e-2 and 270.24f-2) to compute the filing 
fee.

C. Number o f Copies. Filings of registration 
statements on Form N-4 shall contain the 
number of copies specified in Securities Act 
Rule 402 (17 CFR 230.402), except that seven 
additional copies of the registration 
statement shall be furnished to the 
Commission, instead of the ten additional 
copies required by Rule 402(b).-

Filings of amendments on Form N-4 shall 
contain the number of copies specified in 
Securities Act Rule 472 (17 CFR 230.472), 
except that there shall be filed with the 
Commission three additional copies of such 
amendment, two of which shall be marked to 
indicate clearly and precisely, by underlining 
or in some other appropriate manner, the 
changes made in the registration statement 
by the amendment, instead of the eight 
additional copies with at least five marked as 
required by Rule 472(a) (17 CFR 230.472(a)).

D. S pecial Terms. The following terms, 
when used in Form N-4, shall mean:
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R egistrant The term “Registrant” means 
the separate account (as defined in section 
2(a)(37) of the 1940 Act (15 U.S.C. 80a- 
2(a)(37))} which offers the variable annuity 
contracts.

D epositor. Hie term “depositor” means the 
person primarily responsible for the 
organization of the Registrant and the person 
who has continuing functions or 
responsibilities with respect to the 
administration of the affairs of the Registrant 
other than the trustee or custodian. The term 
includes the sponsoring insurance company 
that establishes and maintains the separate 
account. If there is more than one such 
person the information called for in this Form 
about the depositor shall be provided for 
each such person.

V ariable Annuity Contract. The term 
“variable annuity contract” means any 
accumulation contract or annuity contract, 
any portion thereof, or any unit of interest or 
participation therein pursuant to which the 
value of the contract, either during an 
accumulation period, or after annuitization, or 
both, varies according to the investment 
experience of the separate account in which 
the contract participates. Unless the context 
otherwise requires, the terra refers to the 
variable annuity contracts being offered 
pursuant to the Registration Statement 
prepared on this Form.

Contractowner Account. The term 
' “contractowner account” means any account 
of a contractowner, participant, annuitant, or 
beneficiary to which (net} purchase payments 
under a variable annuity contract are added 
and from which administrative or transaction 
charges may be subtracted.

Portfolio Company. The term “portfolio 
company” means any company in which the 
Registrant invests.

E. A pplication o f G eneral Rules and 
Regulations. If the registration statement is 
being filed under both die 1933 and 1940 Acts 
or under only the 1933 Act, the General Rules 
and Regulations under the 1933 Act, 
particularly Regulation C (17 CFR 230.400- 
497), shall apply, and compliance with them 
will be deemed to meet the rules for 1940 Act 
Registration Statements. However, if the 
registration statement is being filed only 
under the 1940 Act, the General Rules and 
Regulations under that Act, particularly 
Regulation 8(b) (17 CFR 270.8b-l to 8b-32), 
shall apply, except as noted in General 
Instruction F below,

F. Amendments. Where Form N-4 has been 
used to file a registration statement under 
both the 1933 and 1940 Acts, any amendment 
of that registration statement shall be 
deemed to be filed under both Acts unless 
otherwise indicated on the facing sheet.

G. Incorporation by R eference. A 
Registrant may, at its discretion, incorporate 
all or part of the Statement of Additional 
Information into the prospectus, without 
physically delivering the Statement of 
Additional Information to investors with the 
prospectus. But the Statement of Additional 
Information must be available to the investor 
upon request at no charge and any 
information or documents incorporated by 
reference into the Statement of Additional 
Information must be provided along with the 
Statement of Additional Information.

Rule 411 under the 1933 Act (17 CFR 
230.411), and rules 0-4, 8b-23,8b-24, and 8b- 
32 under the 1940 Act (17 CFR 270.0-4, 
270.8b-23, 270.8b-24, and 270.8b-32) contain 
guidance on incorporating information or 
documents by reference into a registration 
statement filed on Form N-4. In general, a 
Registrant may incorporate by reference, in 
the answer to any item of Form N-4 not 
required to be in the prospectus, any 
information elsewhere in the registration 
statement or in other statements,- 
applications, or reports filed with the 
Commission.

The rules on incorporation by reference 
under both the 1933 Act and the 1940 Act are 
subject to the limitations of Rule 24 of the 
Commission’s Rules of Practice (17 CFR 
201.24). Since Rule 25 may be amended from 
time to time, Registrants are advised to 
review the rule prior to incorporating by 
reference any document as an exhibit to a 
registration statement.

H. Documents Comprising the Registration  
Statem ent or Amendment. 1. A registration 
statement or an amendment to it filed under 
both the 1933 and 1940 Acts, except for an 
amendment described in paragraph 5 below, 
shall consist of the facing sheet of the Form, 
the cross-reference sheet required by Rule 
495(a) under the 1933 Act (17 230.495(a)), Part 
A, Part B, Part C, required signatures, all 
other documents filed as a part of the 
registration statement, and documents or 
information permitted to be incorporated by 
reference, whether or not required to be filed.

2. A registration statement or an 
amendment to it which is filed under only the 
1933 Act shall contain all the information and 
documents specified in paragraph 1 of this 
Instruction H, except for an amendment to a 
1933 Act registration statement filed only 
under sections 24 (e) or (f) of the 1940 Act (15 
U.S.C. 80a-24(e), 8Qa-24(f)).

3. An amendment of a 1933 Act registration 
statement filed only to register additional 
securities under section 24(e) or 24(f) of the 
1940 Act need only consist o f the facing sheet 
of the Form, required signatures, and, if filed 
pursuant to section 24(e) of the 1940 Act, an 
opinion of counsel concerning the legality of 
the securities being registered. Registrants 
are reminded that an opinion of counsel must 
accompany a Rule 24f-2 notice filed by 
Registrants that have registered an indefinite 
number of their shares.

4. A registration statement or an 
amendment to it which is filed under only the 
1940 Act shall consist of the facing sheet of 
the Form, a cross-reference sheet, responses 
to all items of Part A and B except Items 1, 2, 
8, and 9, responses to all items of Part C 
except Items 24(b) (3), (9), (10), and (11), 
required signatures, and all other documents 
filed as part of the registration statement.

5. An amendment permitted by paragraph
(d)(2) of Rule 486 under the 1933 Act (17 CFR 
230.486), which is filed under paragraph (b) of 
that rule to change the disclosure in an 
amendment filed under paragraph (a), shall 
consist of the facing sheet of the Form, a 
cross-reference sheet, responses to any items 
of Part A, Part B, or Part C that are amended 
or supplemented by the amendment, required 
signatures, and all other documents filed as 
part of the registration statement.

I. Preparation o f  the Registration  
Statem ent or Amendment. The instructions 
for Form N-4 are in three parts. Part A relates 
to the prospectus required by section 10(a) of 
the 1933 Act; Part B relates to the Statement 
of Additional Information that musfbe 
provided upon request to recipients of the 
prospectus; Part C relates to other 
information that is required to be in the 
registration statement.
Part A: The Prospectus

The purpose of the prospectus is to provide 
essential information about the Registrant in 
a way that will help investors decide whether 
to purchase the securities being offered. The 
prospectus should be clear, concise, and 
understandable. Avoid the use of technical or 
legal terms, complex language, or excessive 
detail.

Responses to the items of Part A should be 
as simple and direct as possible and include 
only information needed to understand the 
fundamental characteristics of the Registrant. 
Decriptions of practices that are required by 
law generally should not include detailed 
discussions of the law itself.
Part B; Statement of Additional Information

The items in Part B  call for additional 
information about Registrant which is not 
required in the prospectus, but which may be 
of interest to some investors. In addition, Part 
B gives Registrants an opportunity to provide 
information about matters that they believe 
may interest investors.

Registrants should not repeat in Part B 
information that is in the prospectus, except 
where necessary to make Part B 
understandable.
General Instructions for Parts A and B

1. The information in the prospectus and 
Statement of Additional Information should 
be organized to make it easy to understand 
the organization and operation of the 
Registrant and the variable annuity contacts. 
The information need not be in any particular 
order, with the following exceptions:

(a) Items 1, 2, 3, and 4(a) must be in 
numerical order in the prospectus and may 
not be preceded or separated by any other 
item, except as permitted by the instructions 
to Item 3.

(b) Item 4, “Condensed Financial 
Information,” should not be preceded by any 
other chart or table (except for the table of 
contents required by Rule 481(c) under the 
1933 Act (17 CFR 230.481(c)).

(c) All of the information required by Item 
6, “Deductions and Expenses,” should be in 
one place in the prospectus.

2. The prospectus or the Statement of 
Additional Information may contain more 
information than called for by this Form, 
provided that the information is not 
incomplete, inaccurate, or misleading and 
does not, because o f its nature, quantity, or 
manner of presentation, obscure or impede 
understanding of required information. 
Specifically, Registrants are free to include in 
the prospectus financial statements required 
to be in the Statement of Additional 
Information, and may include in the 
Statement of Additional Information financial 
statements that may be placed in Part C.
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3. The statutory provisions relating to the 
dating of the prospectus apply equally to the 
dating of the Statement of Additional 
Information for purposes of Rule 423 under 
the 1933 Act (17 CFR 230.423). Furthermore, 
the Statement of Additional Information 
should be made available at the same time 
that the prospectus becomes available for 
purposes of Rules 430 and 460 under the 1933 
Act (17 CFR 230.430, 230.460).

4. Instructions for charts, graphs, tables, 
and sales literature:

(a) A Registration Statement on this Form 
may include any chart, graph, or table that is 
not misleading.(b) If “sales literature” is included in the 
prospectus, (1) the literature should not 
significantly lengthen the prospectus, and it 
should not obscure essential disclosure and
(2) m em bers of the National Association of 
Securities Dealers, Inc. (NASD) are not 
relieved of the filing and other requirements 
of the NASD for investment company sales 
literature (See Securities Act Release No.
5359, January 26,1973 (38 FR 7220 (March 19, 
1973)). . . t

Part A Information R equired in A Prospectus 
Item 1. Cover Page

(a) The outside cover page must contain the 
following information:

(i) The Registrant’s name;
(ii) The depositor’s name;
(iii) The types of variable annuity contracts offered by the prospectus (e.g., group, individual, single premium immediate, flexible premium deferred);
(iv) Any limitations on the class or classes 

of purchasers to whom the contract is being 
offered, in general terms;(v) A statement or statements that (A) the prospectus sets forth the information about the Registrant that a prospective investor ought to know before investing; (B) the 
prospectus should be kept for future 
reference; (C) additional information about the Registrant has been filed with the 
Commission and is available upon written or oral request and without charge (This statement should explain how to obtain the Statement of Additional Information, whether any of it has been incorporated by reference into the prospectus, and where the table of contents of the Statement of Additional Information appears in the prospectus.);(vi) The date of the prospectus, and the date of the Statement of Additional Information;(vii) The statement requried by Rule 
481(b)(1) under the 1933 Act (17 CFR 
230.481(b)(1));

(vui) The names of the portfolio companies;(ix) Such other information as is required by rules of the Commission or of any other governmental authority having jurisdiction over the Registrant for the issuance of its securities.
(b) The cover page may include other information, if it does not, by its nature, quantity, or manner of presentation, impede understanding of required information.

Item 2. Definitions
Define the special terms used in the 

prospectus (e.g., accumulation unit, 
contractowner, participant, sub-account, etc.)

in a glossary. In lieu of a glossary, Registrants 
may use an index of special terms that refers 
to the page on which each special term is 
defined.

Instruction: Only special terms used 
throughout the prospectus must be defined or 
listed. If a special term, e.g., “net investment 
factor,” is used in only one section of the 
prospectus, it may be defined there.
However, all special terms used in the 
prospectus must be defined. *
Item 3. Synopsis or Highlights

(a) The Registrant should include a 
synopsis of the information in the prospectus 
when the prospectus is long or complex. 
Normally, a synopsos should not be provided 
where the prospectus is twelve printed pages ' 
or less.

(b) The synopsis should be a clear and 
concise description of the key features of the 
offering and the Registrant, with cross- 
references to relevant disclosures elsewhere 
in the prospectus.

(c) If the prospectus does not include a 
synopsis and the variable annuity contract 
contains any of the following characteristics, 
they must be highlighted:

(i) Any portion of the sales load assessed 
upon redemption orannuitization;

Instruction: If any portion of the sales load 
is assessed upon redemption or annuitization, 
the response to this Item need only state the 
maximum percentage load that may be 
assessed against any given amount redeemed 
or annuitized with a cross-reference to a 
more complete description of the sales load 
in the prospectus.

(ii) A penalty tax may be assessed 
pursuant to section 72(q) of the Internal 
Revenue Code (26 U.S.C. 72(q)) upon 
withdrawal of amounts accumulated under 
any variable annuity contract; or

(iii) The variable annuity contract contains 
a revocation right (e.g., a “ten-day free look” 
provision).

Instruction: The highlighted information 
may not be preceded by the response to any 
Item except 1 or 2. It may precede Item 2 or 
be on the cover page. The information does 
not have to appear under a separate caption.
Item 4. Condensed Financial Information

(a) Furnish the following information for 
each class of accumulation units of the 
Registrant.

Accumulation Unit Values. For an 
accumulation unit outstanding throughout the 
period.

1. Accumulation unit value at beginning of 
period;

2. Accumulation unit value at end of 
period;

3. Number of accumulation units 
outstanding at the end of period.

Instructions: 1. The above information must 
be provided for each class of accumulation 
units of the Registrant derived from contracts 
offered by means of this prospectus and each 
class derived from contracts no longer 
offered for sale, but for which Registrant may 
continue to accept payments. Information 
need not be provided for any class of 
accumulation units of the Registrant derived 
from contracts that are currently offered for 
sale by means of a different prospectus. Also, 
information need not be provided for any

class of accumulation units that is no longer 
offered for sale but for which Registrant may 
continue to accept payments, if the 
information is provided in a different, but 
current prospectus of the Registrant.

2. The information shall be presented in 
comparative columns for each of the last ten 
fiscal years of the Registrant (or for life of the 
Registrant and its immediate predecessors, if 
less) but only from the later of the effective 
date of Registrant’s or the relevant portfolio 
company’s first 1933 Act Registration 
Statement. In addition, the information shall 
be presented for the period between the end 
of the latest fiscal year and the date of the 
latest balance sheet or statement of assets 
and liabilities furnished.

3. Accumulation unit amounts shall be 
given at least to the nearest cent. If the 
computation of the offering price is extended 
to tenths of a cent or more, then the amounts 
on the table should be given in tenths of a 
cent.

4. Accumulation unit values should only be 
given for sub-accounts that fund obligations 
of the Registrant under variable annuity 
contracts offered by means of this 
prospectus.

(b) For each account or sub-account that is 
funded by a “money market” fund or 
portfolio company with policies calling for 
investment of at least 80% of its assets in 
debt securities maturing in thirteen months or 
less, and which advertises on the basis of 
current yields furnish: (1) A yield quotation 
based on the seven days ended on either (A) 
the date of the most recent financial 
statements of the Registrant included in the 
prospectus or (B) the last day of the most 
recent month for which it is practicable both 
to make the required calculation and to 
include the results in the prospectus, 
computed by determining the net change, 
exclusive of capital changes, in the value of a 
hypothetical preexisting account having a 
balance of one accumulation unit of the sub­
account at the beginning of the period, 
dividing the net change in account value by 
the value of the account at the beginning of 
the base period to obtain the base period 
return, and multiplying the difference by 
(365/7) with the resulting figure carried to at 
least the nearest hundredth of one percent 
and (2) the length of and the date of the last 
day in the base period used in computing the 
quotation.

Instructions: 1. When calculating the yield 
quotation required in subsection (b) above, 
the determination of net change in account 
value must reflect all deductions that are 
charged to all contractowner accounts in 
proportion to the length of the base period 
and the sub-account’s average account size.

2. Deductions from purchase payments and 
sales loads assessed at the time of 
redemption or annuitization should not b'e 
reflected in the computation of current yield.

3. Realized gains and losses from the sale 
of securities and unrealized appreciation and 
depreciation of the sub-account and the 
portfolio company are to be excluded from 
the calculation of yield.

4. With the presentation of the yield 
quotation, Registrant must disclose any 
material net change that would result from
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the inclusion of capital changes that are 
excluded in the computation pursuant to this 
Item.

5. The Registrant need not furnish a yield 
figure for both an accumulation unit of a sub­
account for qualified contracts and an 
accumulation unit for a sub-account for non­
qualified contracts funded by the same 
portfolio company, if the two yield figures 
would not be materially different.

6. The Registrant may furnish separate 
yield figures for individual and group 
contracts.

7. In addition to the yield quotation 
required by this Item, the Registrant may also 
include a quotation of effective yield, carried 
to at least the nearest hundredth of one 
percent, computed by compounding the 
unannualized base period return by adding 1 
to the base period return, raising the sum to a 
power equal to 365 divided by 7, and 
subtracting one from the result according to 
the following formula: Effective yield= (Base 
Period Return +1) 36S7—1.

8. When calculating the yield quotation 
required in subsection (b) above, registrants 
that choose to make such an election on an 
annual basis may use a median account size 
in place of an average account size in 
determining the base period return.

9. The Registrant need not include jn  the 
prospectus the methods of calculating the 
yield quotation described above, 
nevertheless, the Registrant should include 
the method of calculating this yield figure in 
the Statement of Additional Information in 
response to Item 21.

(c) If all the required financial statements 
of the Registrant and the depositor (see Item 
23) are not in the prospectus, state, under a 
separate caption, where the financial 
statements may be found. Briefly explain how 
any financial statement not in the Statement 
of Additional Information may be obtained.
Item 5. General Description of Registrant, 
Depositor, and Portfolio Companies

Concisely discuss the organization and 
operation or proposed operation of the 
Registrant. Include the information specified 
below, (a) Briefly describe each depositor, 
including:

(i) Its name, address, and description of the 
general nature of its business;

Instruction: The description of the 
depositor's business should be short and 
need not list all of the businesses in which 
the depositor engages or identify the 
jurisdictions'where it does business, if a 
general description (e.g„ “life insurance” or 
“reinsurance”) is provided.

(ii) The date and form of organization of 
the depositor and the name of the state or 
other jurisdiction under whose laws it is 
organized; and

(iiiX If the depositor is controlled by another 
person, the name of that person and the 
general nature of its business (If h e  depositor 
is subject to more than one level of control, 
simply give the name of the ultimate control 
person.).

(b) Briefly describe the Registrant, 
including:

(i) The date and form of organization of the 
Registrant and the Registrant’s classification 
pursuant to section 4 of the 1940 Act (15

U.S.C. 80a-4) (i.e., a separate account and a 
unit investment trust);

(ii) A statement indicating
(A) That income, gains, and losses, whether 

or not realized from assets allocated to the 
Registrant are, in accordance with the 
applicable annuity contracts, credited to or. 
charged against the Registrant without regard 
to other income, gains, or losses of the 
depositor,

(B) That the assets of the Registrant may 
not be charged with liabilities arising out of 
any other business of the depositor, and

(C) Whether the obligations under the 
variable annuity contracts are obligations of 
the depositor.

(iii) Whether there are sub-accounts of the 
Registrant (i.eT, for qualified and non­
qualified contracts or for different portfolio 
companies).

Instruction: Sub-accounts that fund 
obligations of the Registrant undér contracts 
that are not offered by means of this 
prospectus need not be described.

(c) Briefly describe each portfolio company, 
including:

(i) Its name;
(ii) Its type (e.g., money market fund, bond 

fund, balanced fund, etc.) or a brief statement 
concerning its investment objectives; and

(iii) Its investment adviser.
(d) State conspicuously from whom a 

prospectus containing more complete 
information on eadi portfolio company may 
be obtained, and that an investor should read 
that prospectus carefully before investing.

(e) Concisely discuss the rights of 
contractowners, annuitants, participants, or 
beneficiaries to instruct the Registrant on the 
voting of portfolio company securities 
underlying their interest in the Registrant, 
including the manner in which votes will be 
allocated.

(f) Identify and state the principal business 
address of any person who provides 
significant administrative or business affairs 
management services (e.g., an 
“Administrator,” “Sub-Administrator,” 
“Servicing Agent”), and briefly describe the 
services provided.

Instruction: Information need not be given 
in response to this Item about any services 
described in response to Item 6(a).
Item 6. Deductions and Expenses

(a) Briefly describe all deductions from 
purchase payments, contractowner accounts, 
or assets of the Registrant (e.g., sales loads, 
administrative and transaction charges, risk 
charges, and premium taxes). Specify the 
amount of any such deduction as a 
percentage or dollar figure (e.g., .95% of the 
average daily net assets or $5 per exchange).

Except for the deduction for premium 
taxes, identify the person who receives the 
amount deducted, briefly describe what is 
provided in consideration for the deduction, 
and explain the extent to which the 
deduction can be modified.

Instruction: 1. Identification of the range of 
current premium taxes is sufficient.

2. If proceeds from explicit sales loads will 
not cover die expected costs of distributing 
the contracts, identify from what source the 
shortfall, if  any will be paid. If any shortfall is 
to be made up from assets from the 
depositor’s general account, disclose, if

applicable, that any amounts paid by the 
depositor may consist, among other things, of 
proceeds derived from mortality and expense 
risk charges deducted from the account.

(b) State the sales load as a percentage of 
each purchase payment, if it is so calculated, 
and as a percentage of the net amount 
invested for each breakpoint. For contracts 
with a deferred sales loadr state the sales 
load as a percentage of the amount 
withdrawn or surrendered. The percentages 
should be shown in a table.

(c) Unless set forth in response to 
paragraph (b), list any special purchase plans 
or methods established pursuant to a rule or 
an exemptive order that reflect scheduled 
variation in, or elimination of, the sales load 
(e.g., group discounts, waiver of sales load 
upon annuitization or attainment of a certain 
age, waiver of deferred sales load for a 
certain percentage of contract value (“free 
corridor”), investment of proceeds from 
another policy, exchange privileges, 
employee benefit plans, or the terms of a 
merger, acquisition or exchange offer made 
pursuant to a plan of reorganization); identify 
each class of individuals or transactions to 
which such plans apply; state each different 
sales charge available as a percentage of the 
public offering price and as .a percentage of 
the net amount invested; and state from 
whom additional information may be 
obtained. Described any other special 
purchase plans or methods established 
pursuant to a rule that reflect other variations 
in, or elimination of, the sales load or in any 
administrative charge or other deductions 
from purchase payments, and generally 
describe the basis for the variation or 
elimination in the sales load or other 
deduction (i.e., the size of the purchaser, a 
prior or existing relationship with the 
purchaser, the purchaser’s assumption of 
certain administrative functions, or other 
characteristics that result in differences in 
costs or services).

(d) State the commissions paid to dealers 
as a percentage of purchase payments.

(e) Provide a statement as to the 
Registrant’8 expenses. (If the Registrant has 
been in existence for a full year, simply set 
forth the Registrant’s total expenses for die 
most recent full fiscal year as a percentage of 
average net assets, unless the Registrant 
expects to incur a material amount of 
extraordinary expenses in the next year. If 
the Registrant has been been in operation for 
a full year, list the types of expenses for 
which Registrant will be responsible.)

(f) State that there are deductions from and 
expenses paid out of the assets of the 
portfolio companies that are described in the 
prospectuses for those companies.

(g) If organizational expenses of the 
Registrant are to be paid out of its assets, 
explain how the expenses will be amortized, 
including the amount to be amortized and the 
period over which the amortization will 
occur..
Item 7. General Description of Variable 
Annuity Contracts

(a) Identify the person or persons (e.g., the 
contractowner, participant, annuitant, or 
beneficiary) who have material rights under 
the variable annuity contracts, and the nature
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of those rights, (1) during the accumulation 
period, (2) during the annuity period, or (3) 
after the death of the annuitant or 

[ contractowner.
i Instruction: The Registrant need not repeat 
rights that are described elsewhere in the 
prospectus.

(bj Briefly describe any provisions for and 
limitations on:

(i) Allocation of purchase payments among 
sub-accounts of the Registrant;

(ii) Transfer of contract values between 
sub-accounts of the Registrant; and

(iii) Exchanges of variable annuity 
contracts, including interests or 
participations therein.

(c) Briefly describe the changes that can be 
made in the variable annuity contracts or the 
operations of the Registrant by the Registrant 
or the depositor, including:

(i) W hy a change may be made (e.g., 
changes in applicable law or interpretations 
of law); :

(ii) Who, if anyone, must approve any 
change (e.g., the contractowner or the 
Securities and Exchange Commission); and

(iii) Who, if anyone, must be notified of any 
change. '  <•

Instruction: Describe only those changes 
that would be material to a purchaser of the 
variable annuity contracts, such as a 
reservation of the right to deregister the 
separate account under the 1940 Act. Do not 
describe possible non-material changes, such 
as changing the time of day at which 
accumulation unit values are determined.

(d) Describe how contractowner inquiries 
should be made.
Item 8 Annuity Period

Briefly describe the annuity options 
available. The discussion should include:

| (a) Material factors that determine the level 
I of annuity benefits;

(b) The annuity commencement date (give 
the earliest and latest possible dates);

(c) Frequency and duration of annuity 
payments, and the effect of these on the level 
of payment;
| (d) The effect of assumed investment 
return;
I (e) Any minimum amount necessary for an 
annuity option and the consequences of an 
insufficient amount; and 
; Rights, if any, to change annuity options 
or to effect s  transfer of investment base after 
jthe annuity commencement date, 
i instructions: 1. Describe the choices, if any, 
¡available to a prospective annuitant, and the 
jeffect of not specifying a choice. Where an 
¡annuitant is given a choice in assumed 
¡investment return, explain the effect of 
choosing a higher, as opposed to a lower, 
¡assumed investment return.

[Information, Item 22.
Item 9. Death Benefit
| Briefly describe any death benefit 
[available under a variable annuity contract 
during the accumulation and the annuity 
Periods. Include:

(a) When the death benefit is calculated 
F d  payable and the effect of choosing a 
specific method of payment on calculation of 
that death benefit, and

2. Detailed disclosure on the method o 
calculating annuity payments should be 
placed in the Statem ent of Additional

(b) The forms the benefit may take, 
including the effect of not choosing a 
payment option and the period, if any, during 
which payments must begin under any - 
annuity option. .
Item 10. Purchases and Contract Value

(a) Briefly describe the procedures for 
purchasing a Variable annuity contract. 
Include a concise explanation of:

(i) The minimum initial and subsequent 
purchase payments required and any 
limitations on the amount of purchase 
payments that will be accepted (If there are 
separate limits for each sub-account, state 
these limits.);

(ii) A statement of when initial and 
subsequent purchase payments are credited; 
and

(iii) The way in which purchase payments 
are credited, including: (A) An explanation 
that purchase payments are credited on the 
basis of accumulation unit value, (B) how 
accumulation unit value is determined, and 
(C) how the number of accumulation units 
credited to a contract is determined.

(b) Explain that investment performance of 
the-portfolio company, exprenses, and 
deduction of certain charges affect 
accumulation unit value.

(c) Describe when calculations of 
accumulation unit value are made and that 
purchase payments are credited to a contract 
on the basis of accumulation unit value next 
determined after receipt of a purchase 
payment.

(d) Identify each principal underwriter 
(other than the depositor) of the variable 
annuity contracts and state its principal 
business address. If the principal underwriter 
is affiliated with the Registrant, the depositor, 
or any affiliated person of the Registrant or 
the depositor, identify how they are affiliated 
(e.g., the principal underwriter is controlled 
by the depositor).
Item 11. Redemptions

(a) Briefly describe how a contractowner or 
annuitant (if the variable annuity option 
chosen by the annuitant is not based on a life 
contingency) can redeem a variable annuity 
contract, including how the proceeds are 
calculated and when they are payable.

(b) If the Registrant offers thè variable 
annuity contracts in connection with the 
Texas Optional Retirement Program, describe 
the restrictions on redemption that apply.

Instruction: Registrants can satisfy this 
Item by describing the applicable restrictions 
on redemption on a supplement attached to 
prospectuses delivered to participants in the 
Texas Optional Retirement Program.

(c) If a request for redemption may not be 
honored for a period of time after a 
contractowner’s investment, describe briefly.

(d) Briefly describe any provision for lapse 
or involuntary redemptions under the 
contract and the reasons for it, such as the 
size of the account or infrequency of 
purchase payments.

(e) Briefly describe any revocation rights 
(e.g., “ten-day free look” provisions).
Item 12. Taxes

(a) Briefly describe the tax consequences to 
investors of an investment in the variable 
annuity contracts being offered.
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Instruction: This disclosure need not 
include detailed description of applicable 
law. The discussion should include the 
taxation of annuity payments, death 
proceeds, periodic and non-periodic 
withdrawals, pledges and assignments of the 
contract (if permitted], and any other method 
by which taxable income may be received by 
the investor under the variable annuity 
contract, as well as the tax benefits accorded 
annuities during the accumulation period. If 
the tax consequences vary depending on the 
use of the variable annuity contract (i.e., to 
fund an individual retirement annuity or 
corporate plan), the variations should be 
briefly described.

(b) Identify the types of qualified plans for 
which the variable annuity contracts are 
intended to be used.

Instructions: 1. Identify the types of 
persons who may use the plans (e.g., 
corporations, self-employed individuals) and 
disclose, if applicable, that the terms of the 
plan may limit the right otherwise available 
under the contracts.

2. Do not describe the Internal Revenue 
Code requirements for qualifications of plans 
or the non-annuity tax consequences of 
qualification (e.g., the effect on employer 
taxation).

(c) Briefly describe the impact, if any, of 
taxation on the determination of account or 
sub-account values.
Item 13. Legal Proceedings

Briefly describe any material pending legal 
proceedings, other than ordinary routine 
litigation incidental to the business, to which 
the Registrant, any subsidiary of the 
Registrant, or the Registrant’s principal 
underwriter or depositor is a party. Include 
the name of the court where the case is 
pending, the date filed, and the principal, 
parties. Include similar information for any 
proceedings instituted by governmental 
authorities.

Instruction: Legal proceedings are material 
only to the extent that they are likely to have 
a material adverse effect upon: (1) The ability 
of the principal underwriter to perform its 
contract with the Registrant or of the 
depositor to meet its obligations under the 
variable annuity contracts; or (2) the 
Registrant.
Item 14. Table of Contents of the Statement of 
Additional Information

List the contents of the Statement of 
Additional Information.

Part B—Information R equired in a  Statem ent 
o f A dditional Inform ation
Item 15. Cover Page

(a) The outside cover page must contain the 
following information:

(i) The Registrant’s name;
(ii) The depositor’s name;
(iii) A statement or statements (A) that the 

Statement of Additional Information is not a 
prospectus; (B) that the Statement of 
Additional Information should be read with 
the prospectus; and (C) how a copy of the 
prospectus may be obtained;

(iv) The date of the Statement of 
Additional Information; and
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(v) The date of the related prospectus and 
any other identifying information that the 
Registrant deems appropriate.

(b) The cover page may include other 
information, provided that it does not by its 
nature, quantity, or manner of presentation, 
impede understanding of required 
information.
Item 16. Table of Contents

List the contents of the Statement of 
Additional Information and, where useful, 
provide cross-references to the prospectus.
Item 17. General Information and History

(a) If the depositor’s name was changed 
during the past five years, state its former 
name and the approximate date on which it 
was changed. If, at the request of any state, 
sales of contracts offered by the Registrant 
have been suspended at any time, or if sales 
of contracts offered by the depositor have 
been suspended during the past five years, 
briefly describe the reasons for and results of 
the suspension.

(b) If 10 percent or more of the assets of
any sub-account are not attributable to 
variable annuity contracts or to accumulated’ 
deductions or reserves (e.g., initial capital 
contributed by the depositor), state what 
percentage those assets are of the total assets 
of the separate account. If the depositor, or 
any other person controlling the assets, has 
any present intention of removing the assets 
from the sub-account, so state. *

(c) If the depositor is controlled by another 
person that, in turn, is controlled by another 
person, give the name of each control person 
and the nature of its business.
Item 18. Services

(a) Describes all fees, expenses, and costs 
of the Registrant which are to be paid by 
persons other than the depositor or the 
Registrant, and identify such persons.

(b) Give a summary of any contract for the 
provision of management-related services to 
the Registrant that may be of interest to a 
purchaser of Registrant’s securities, unless 
the contract is described in response to some 
other item of this form. Identify the parties to 
the contract, and show, for the past three 
years, the total dollars paid and by whom.

Instruction: 1. A contract for “management- 
related services” includes any agreement 
whereby another person agrees to keep, 
prepare, or file such accounts, books, records, 
or other documents as the Registrant may be 
required to keep under federal or state law, 
or to provide any similar services with 
respect to the daily operations of the 
Registrant, but does not include the following: 
(i) Any agreement to act as custodian or 
agent to administer purchases and 
redemptions under the contracts, or (ii) bona 
fide contracts for outside legal or auditing 
services, or bona fide contracts for personal 
employment entered into in the ordinary 
course of business.

2. In summarizing a management-related 
service contract, include: the name of the 
person providing the service; any direct or 
indirect relationships between such person 
and the Registrant, its depositor, or its 
principal underwriter; the nature of the 
services provided; and the basis of the 
compensation paid for the last three fiscal 
years.

(c) Give the name and principal business 
address of the Registrant’s custodian and 
independent public accountant and provide a 
general description of the services they 
perform.

(d) If the assets of the Registrant are held 
by a person other than the depositor, a 
commercial bank, trust company, or 
depository registered with the Commission as 
custodian, state the nature of the business of 
each such person.

(e) If an affiliated person of the Registrant 
or the depositor, or an affiliated person of 
such an affiliated person, acts as 
administrative or servicing agent for the 
Registrant, furnish a description of the 
services performed by that person and the 
basis for remuneration. State, for the past 
three years, the total dollars paid for the 
services, and by whom.

Instruction: No disclosure need be given in 
response to paragraph (e) of the Item for an 
administrative or servicing agent who is also 
the depositor.

(f) If the depositor is the principal 
underwriter of the variable annuity contracts, 
so state.
Item 19. Purchase of Securities Being Offered

(a) Describe the manner in which 
Registrant’s securities are offered to the 
public. Include a description of any special 
purchase plans and any exchange privileges 
not described in the prospectus.

Instruction: Address exchange privileges 
between sub-accounts, between the 
Registrant and other separate accounts, and 
between the Registrant and contracts offered 
through the depositor’s general account.

(b) Describe the method that will be used 
to determine the sales load on the variable 
annuity contracts offered by the Registrant.

Instruction: Explain fully any difference in 
the price at which variable annuity contracts 
are offered to members of the public, as 
individuals and as groups, and the prices at 
which the contracts are offered for any class 
of transactions or to any class of individuals, 
including officers, directors, members of the 
board of managers, or employees of the 
Registrant’s depositor, underwriter, portfolio 
company, or investment adviser to the 

' portfolio company.
Item 20. Underwriters

(a) If the depositor or an affiliate of the 
depositor is the principal underwriter of the 
variable annuity contracts, so state.

(b) State whether the offering is 
continuous.

(c) State the aggregate dollar amount of 
underwriting commissions paid to, and the 
amount retained by, the principal underwriter 
for each of the last three fiscal years.

(d) If during the Registrant’s last fiscal year 
any payments were made by the Registrant 
to an underwriter of or dealer in the variable 
annuity contracts that is unaffiliated with the 
Registrant or the depositor, other than 
payments made through deduction from the 
purchase payments at the time of sale of the 
variable annuity contracts or from contract 
values upon redemption, give the following 
information:

(i) The name and address of the 
underwriter or dealer;

(ii) The circumstances surrounding the 
payments;

(iii) The amount paid; and
(iv) How the amount of the payment was 

determined and the consideration received 
for it.

Instructions: 1. Information need not be 
given about the service of mailing proxies or 
periodic reports of the Registrant.

2. Information need not be given about any 
service for which total payments of less than 
$5,000 were made during each of the last 
three fiscal years.

3. Information need not be given about 
payments made under any contract to act as 
administrative or servicing agent.

4. If the payments were made under an 
arrangement or policy applicable to dealers 
generally, simply describe the arrangement or 
policy.
Item 21. Calculation of Yield Quotations of 
Money Market Sub-Accounts

Describe the method used to compute each 
yield quotation provided in the prospectus 
pursuant to Item 4(b).

Instructions: 1. For purposes of the yield 
computation, the determination of net change 
in account value must reflect all deductions 
that are charged to all contract-owner 
accounts in proportion to the length of the 
base period and the sub-account’s average 
account size.

2. Deductions from purchase payments and 
sales loads assessed at the time of 
redemption or annuitization should not be 
reflected in the computatiop of current yield.

3. Realized gains and losses from the sale 1 
of securities and unrealized appreciation and 
depreciation of the sub-account and the 
portfolio company are to be excluded from 
the calculation of yield.

4. When calculating the yield quotation 
required in Item 4(b), Registrants that choose 
to make such an election on an annual basis 
may use a median account size in place of an 
average account size in determining the base 
period return.
Item 22. Annuity Payments

Describe the method for determining the 
amount of annuity payments if not described 
in the prospectus. In addition, describe how 
any change in the amount of a payment after 
the first payment is determined.
Item 23. Financial Statements

(a) Provide financial statements of the 
Registrant.

Instruction: The financial statements and 
schedules required by Regulation S-X  (17 
CFR Part 210) shall be provided in a separate 
section. Financial statements of the 
Registrant may be limited to:

(i) An audited balance sheet or statement 
of assets and liabilities as of the end of the 
.most recent fiscal year;

(ii) An audited statement of operations for 
the most recent fiscal year conforming to the 
requirements of Rule 6-07 of Regulation S-X 
(17 CFR 210.6-07); and

(iii) Audited statements of changes in net 
assets conforming to the requirements of Rule 
6-08 of Regulation S -X  (17 CFR 210.6- 08) for 
the two most recent fiscal years.

(b) Provide financial statements of the 
depositor.
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Instructions: 1. The financial statements 
and schedules of the depositor required by 
Regulation S-X  shall be provided in a 
Separate section following the response to 
paragraph (a) of this Item. If the Insurance 
Company would not have to prepare 
financial statements in accordance with 
generally accepted accounting principles 
except for use in this registration statement 
Dr other registration statements filed on Form 
N-3 or N-4, its financial statements may be 
prepared in accordance with statutory 
requirements.

2. Notwithstanding Instruction 1 above, all 
statements and schedules required by 
Regulation S-X, except for the consolidated 
balance sheets described in Rule 3-01 of 
Regulation S-X  (17 CFR 210.3-01) and any 
notes thereto, may be omitted from Part B 
Ind instead included in Part C of the 
Registration Statement.

3. Notwithstanding Rule 3-12 of Regulation 
3-X (17 CFR 210.3-12), the financial 
statements of the depositor need not be more 
lurrent than as of the end of the most recent 
fiscal yeaf of the depositor unless:

(i) The depositor’s financial statements 
lave never been included in an effective 
registration statement under the Securities 
\ct of 1933 of a separate account which 
iffers variable annuity contracts or funds 
triable life insurance contracts: or

(ii) -The balance sheet of the depositor at 
he end of either of the two most recent fiscal 
rears included in response to this Item shows 
i combined capital and surplus, if a stock 
¡ompany/or an unassigned surplus, if a 
nutual company, of less than $1,000,000; or

(iii) The balance sheet of the depositor at 
he end of a fiscal quarter within 135 days of 
he expected date of effectiveness under the . 
1933 Act (or a fiscal quarter within 90 days of 
filing if the registration statement is filed 
lolely under the 1940 Act) would show a 
iombined capital and surplus, if a stock 
¡ompany, or an unassigned surplus, if a 
nutual company, of less than $1,000,000. If
wo fiscal quarters end within the 135 day 
leriod, the depositor may choose either for 
imposes of this test.

Any interim financial statements required 
>y this Item need not be comparative with 
mancial statements for the same interim 
>eriod of an earlier year.

’art C. Other Information
tem 24. Financial Statements and Exhibits
.List all financial statements and exhibits 
ued as part of the Registration Statement.(a) Financial statements.
Instruction: Designate those financial

itatements which are included in Part A and 
art B of the Registration Statement.(b) Exhibits:(1) Copies of the resolution of the board of “rectors of the depositor authorizing the istablishment of the Registrant;I (2) Copies of all agreements for custody of securities and similar investments of the 
'egistrant, including the schedule of
remuneration;(3) Copies of each underwriting or distribution contract between the Registrant pj principal underwriter or the depositor
I principal underwriter, and specimens»copies of all agreements between principal Uderwriters and dealers;
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(4) The form of each variable annuity 
contract;

(5) The form of application used with any 
variable annuity contract provided in 
response to (4) above;

(6) Copies of the certificate of incorporation 
or other instrument of organization and the 
by-laws of the depositor;

(7) A copy of any contract of reinsurance in 
connection with the variable annuity 
contracts being offered;

(8) Copies of all other material contracts 
not made in the ordinary course of business 
which are to be performed in whole or in part 
on or after the date of filing the Registration 
Statement;

(9) An opinion of counsel and consent to its 
use as to the legality of the securities being 
registered, indicating whether they will be 
legally issued and will represent binding 
obligations of the depositor;

(10) Copies of any other opinions, 
appraisals, or rulings, and consents to their 
use relied on in preparing this Registration 
Statement and required by Section 70 of the 
1933 Act;

(11) All financial statements omitted from 
Item 23; and

(12) Copies of any agreements or 
understandings made in consideration for 
providing the initial capital between or 
among the Registrant, die depositor, 
underwriter, or initial contractowners and 
written assurances from the depositor or 
initial contractowners that the purchases 
were made for investment purposes without 
any present intention of redeeming.

Instruction:1. Subject to the rules on 
incorporation by reference and Instruction 2 
below, the foregoing exhibits shall be filed as 
a part of the Registration Statement. Exhibits 
numbered 3 and 9-11 above need be filed 
only as part of a 1933 Act Registration 
Statement. Exhibits shall be lettered or 
numbered for convenient reference. Exhibits 
incorporated by reference may bear the 
designation given in a previous filing. Where 
exhibits are incorporated by reference, the 
reference shall be made in the list of exhibits.

2. A Registrant need not file an exhibit as 
part of a post-effective amendment if the 
exhibit has been filed in the Registrant’s 
initial registration statement or in a previous 
post-effective amendment, unless there has 
been a change in the exhibit or unless the 
exhibit is a copy of a consent required by 
Section 7 of the 1933 Act or is a financial 
statement omitted from Item 23.
Item 25. Directors and Officers of the 
Depositor

Give the following information about each 
director or officer of the depositor:

Name and principal business Positions and offices with 
address depositor

Instruction: Registrants need only provide 
the above information for officers or directors 
who are engaged directly or indirectly in 
activities relating to the Registrant or the 
variable annuity contracts offered by the 
Registrant, and for executive officers 
including the depositor’s president, secretary,

/  Rules and Regulations

treasurer, and vice presidents who have 
authority to act as president in his or her ? 
absence.
Item 26. Persons Controlled by or Under 
Common Control with the Depositor or 
Registrant

Provide a list or diagram of all persons 
directly or indirectly controlled by or under 
common control with -the depositor or 
Registrant and for each such person indicate 
(1) if a company, the state or other sovereign 
power under whose laws it is organized, (2) 
the percentage of voting securities owned or 
other basis of control by the person, if any, 
immediately controlling it, and (3) its 
principal business unless such principal 
business is implicit in its name.

Instructions: 1. This list or diagram shall 
include the Registrant and the depositor and 
shall show clearly the relationships between 
each company named. If a company is 
controlled by direct ownership of its 
securities by two or more persons, so indicate 
by appropriate cross-reference.

2. Designate (i) subsidiaries for which 
separate financial statements are filed; (ii) 
subsidiaries included in the respective 
consolidated financial statements; (iii) 
subsidaries included in the respective group 
financial statements filed for unconsolidated 
subsidiaries; and (iv) other subsidiaries, 
indicating briefly why statements of such 
subsidiaries are not filed.
Item 27. Number of Contractowners

State as of a specified date within 90 days 
prior to the date of filing the number of 
contractowners of qualified and non-qualified 
contracts offered by Registrant.
Item 28. Indemnification

State the general effect of any contract, 
arrangements, or statute under which arry 
underwriter or affiliated person of the 
Registrant is insured or indemnified in any 
manner against any liability which may be 
incurred in such capacity, other than 
insurance provided by any underwriter or 
affiliated person for his own protection.

Instruction: In responding to this Item the 
Registrant should note the requirements of 
Rules 461 and 484 under the 1933 Act (17 CFR 
230.461, 230.484) and section 17 of the 1940 
Act (15 U.S.C. 80a-17).
Item 29. Principal Underwriters

(a) Give the name of each investment 
company (other than the Registrant) for 
which each principal underwriter currently 
distributing securities of the Registrant also 
acts as a principal underwriter, depositor, 
sponsor, or investment adviser.

(b) Give the information required by the 
following table with respect to each director, 
officer, or partner of each principal 
underwriter named in the answer to Item 
10(d):

Name and principal business Positions and offices with 
address underwriter

(1) (2)

Instruction: If a principal underwriter is the 
depositor or an affiliate thereof, and is also
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an insurance company, the above information 
for officers or directors need only be 
provided for officers or directors who are 
engaged directly or indirectly in activities 
relating to the Registrant or the variable 
annuity contracts offered by the Registrant, 
and for executive officers including the 
depositor’s or its affiliate’s preident,

In s tru c tio n s : 1. Show in a note, or 
otherwise, the nature of the services provided 
in return for the compensation shown in 
column (5).

2. Information need not be given about 
bona fide contracts with the Registrant or its 
depositor for outside legal or auditing 
services, or bona fide contracts for personal 
employment entered into with the Registrant 
or its depositor in the ordinary course of 
business.

3. Information need not be given about any 
service for which total payments of less than 
$5,000 were made during each of the last 
three fiscal years.

4. Information need not be given about 
payments made under any agreement 
whereby another person contracts with the 
Registrant or its depositor to perform as 
custodian or administrative or servicing 
agent.
Item 30. Location of Accounts and Records

Give the name and address of each person 
who maintains physical possession of each 
account, book, or other document, required to 
be maintained by section 31(a) of the 1940 
Act (15 U.S.C. 80a-30(a)) and the rules under 
it (17 CFR 270.31a-l to 31a-3).
Item 31. Management Services

Give a summary of any contract not 
discussed in Part A or Part B of this Form 
under which management-relatech services 
are provided to the Registrant, showing the 
parties to the contract and the total dollars 
paid and by whom, for the last three fiscal 
years.

In s tru c tio n s : 1. The instructions to Item 
18(b) of this Form shall also apply to this 
Item.

2. Information need not be given about any 
service for which total payments of less than 
$5,000 were made during each of the last 
three fiscal years.
Item 32. Undertakings

Give the following undertakings in 
substantially this form in all initial 
registration statements filed under the 1933 
Act:

(a) An undertaking to file a post-effective 
amendment to this registration statement as 
frequently as is necessary to ensure that the 
audited financial statements in the 
registration statement are never more than 16 
months old for so long as payments under the 
variable annuity contracts may be accepted;

(b) An undertaking to include either (1) as 
part of any application to purchase a contract

secretary, treasurer, and vice presidents who 
have authority to act as president in his or 
her absence.

(c) Give the following information about all 
commissions and other compensation 
received by each principal underwriter, 
directly or indirectly, from the Registrant 
during the Registrant’s last fiscal year:

offered by the prospectus, a space that an 
applicant can check to request a Statement of 
Additional Information, or (2) a post card or 
similar written communication affixed to or 
included in the prospectus that the applicant 
can remove to send for a Statement of 
Additional Information;

(c) An undertaking to deliver any 
Statement of Additional Information and any 
financial statements required to be made 
available under this Form promptly upon 
written or oral request.

S igna tu res

As required by (the Securities Act of 1933 
and) the Investment Company Act of 1940, 
the Registrant (certifies that it meets the 
requirements of Securities Act Rule 486(b) for 
effectiveness of this Registration Statement 
and) has caused this Registration Statement 
to be signed on its behalf, in the City of
-------------------, and State o f-------------------on
th is--------- day o f --------------------, 19------ .

(Registrant)
B y  --------------------------------

(Signature and Title)

(Depositor)
By ------------------------------:—
(Name of officer of depositor)

(Title)
In s tru c tio n : If the registration statement is 

being filed only under the Securities Act or 
under both the Securities and the Investment 
Company Act, it should be signed by both the 
Registrant and its depositor. If the 
registration statement is being filed only 
under the Investment Company Act, it should 
be signed only the Registrant.

As required by the Securities Act of 1933, 
this Registration Statement has been signed 
by the following persons in the capacities 
and on the dates indicated.

(Signature)

(Title)

(Date)

G u id e lin e s  fo r  Fo rm  N -3  

This release contains Guidelines prepared 
by the Division of Investment Management 
for registration statements on Form N-3 for 
management separate accounts. The 
Guidelines are based on Commission 
releases and staff interpretations. Adherence

to these Guidelines should speed the 
examination by the Division’s staff of 
registration statements on Form N-3.

The Guidelines are not rules of the 
Commission and, except as noted, represent 
only the views of the staff of the Division, not 
the Commission. The Guidelines should be 
read with the Investment Company Act 
Releases cited in them. The policies stated in 
the Guidelines may be changed if necessary.

T a b le  o f C ontents  

Guide 1—Name of Registrant 
Guide 2—Series Accounts 
Guide 3—Investment Objectives and Policies 
Guide 4—Types of Securities 
Guide 5—Portfolio Turnover 
Guide 6—Business History 
Guide 7—The Borrowing of Money 
Guide 8—Senior Securities, Reverse 

Repurchase' Agreements, Firm 
Commitment Agreements, and Standby 
Commitment Agreements 

Guide 9—Short Sales 
Guide 10—Purchases on Margin 
Guide 11—Restricted Securities 
Guide 12—Purchase and Sale of Real Estate • 
Guide 13—The Making of Loans to Other 

Persons
Guide 14—Other Policies Which are 

Changeable Only if Authorized by a 
Majority of Votes or Which the 
Registrant Deems a Matter of 
Fundamental Policy

Guide 15—Investment in Companies for the : 
Purpose of Exercising Control or 
Management

Guide 16—Investment in Securities of Other 
Investment Companies 

Guide 17—Tax-Free Bonds—Issuer 
Diversification

Guide 18—Concentration of Investments in 
Particular Industries

Guide 19—Separate Accounts Investing in 
Other Than High-Grade Bonds 

Guide 20—Disclosure of Risk Factors 
Guide 21—Government Securities 
Guide 22—Foreign Currency Transactions 
Guide 23—Management of the Separate 

Account
Guide 24—Investment Advisory and Other 

Services
Guide 25—Brokerage Allocation 
Guide 26—Redemption 
Guide 27—Valuation of Securities Being 

Offered
Guide 28—Distribution Expenses 
Guide 29—Financial Statements 
Guide 30—Yield Quotations of Money Market 

Separate Accounts 
Guide 31—The Synopsis 
Guide 32—Administrative Charges 
Guide 33—Deferred Sales Loads 
Guide 34—Annuity Payments 
Guide 35—Crediting of Contract Values 
Guide 36—Automatic Annuity Options
Guide 1. Name of Registrant 

The registrant’s name must be consistent 
with section 35 of-the Investment Company 
Act of 1940 (“1940 Act"), which prohibits, 
among other things, use of a name or title that 
is deceptive or misleading. If the name 
suggests a certain type of investment policy, 
it should be consistent with registrant’s 
investment policies. If the nanie indicates

Name of principal 
underwriter

( 1 )

Net underwriting 
discounts and 
commissions

(2)

Compensation on 
redem ption or 
annuitization

(3)

Brokerage commission

(4)

Compensation

(5)
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that registrant is a money market separate 
account, registrant should have a policy 
requiring investment of at least 80% of its 
assets in debt securities maturing in thirteen 
months or less.

If the name implies that registrant will 
invest primarily in a particular type of 
security, other than money market 
instruments, or in a certain industry or 
industries, the registrant should have an 
investment policy requiring that, under 
normal circumstances, at least 65 percent of 
the value of its total assets will be invested in 
the indicated type of security or industry.1 
Further, the registrant’s name may not be so 
similar to the name of an existing investment 
company as to cause confusion in identifying 
the separate account.

In the Division’s view, the discussion in 
Investment Company Act Release No. 5510 
(October 8,1968) about the proprietary rights 
of an investment company and its adviser in 
the company's name is not applicable to 
separate accounts;
Guide 2. Series Accounts

If the separate account operates as a series 
account, i.e., it has more than one portfolio, 
then the registrant should provide disclosure 
in the prospectus and Statement of 
Additional Information about each portfolio 
offered, the registrant should indicate when 
the discussion is addressing the separate 
account, e.g., the election of members of the 
board of managers (see rule 18f-2 under the 
1940 Act (17 CFR 270.18f-2)), and when it is 
addressing the portfolio, e.g., in identifying 
investment risks. Specifically, the registrant 
should identify in response to Item l(a}(v) the 
type of each portfolio or briefly state its 
investment objectives. Similarly, the sub­
classification of each portfolio should be 
identified in response to Item 5(b)(ii) and the 
investment objectives, policies, practices, and 
risks of each portfolio should be described in 
response to Item 5 or Item 19, as appropriate. 
Expense allocation practices should be 
described in response to Item 7. Also, if fees, 
transfer rights, or minimum initial or 
subsequent purchase payment requirements 
differ between portfolios, the responses to 
Items 7,8,11, and 23 should reflect the 
differences. Any other characteristics of the 
registrant which vary among portfolios, e.g., 
valuation procedures, shold be described in 
the prospectus or Statement of Additional 
Information, as appropriate.
Guide 3. Investment Objectives and Policies

The prospectus should clearly and 
concisely state the registrant's investment 
objectives and policies (including the types of 
securities in which it will invest). Although it 
is not possible to define precisely what level 
of investment makes a particular type of 
investment one in which the registrant 
invests "principally,” as that term is used in 
Item 5(c)(ii)(A), generally, the amount of 
disclosure about a particular type of 
investment should be consistent with its 
prominence in the registrant’s portfolio, with 
emphasis on the main types of investments 
ine registrant proposes to make and the basic 
risks of those investments. Discussions of

See Guide 18, Concentration o f Investm ents in  
Particular Industries.

types of investments that will not be 
emphasized in the registrant’s portfolio 
should be brief and, in many cases, may be 
limited to identifying the particular type of 
investments. (As discussed below, the 
instructions describe certain circumstances in 
which disclosure may be so limited.) Similar 
treatment should be given to other practices, 
such as borrowing money. Registrants should 
avoid extensive legal and technical detail 
and need not discuss every possible 
contingency, such as remote risks.2

Registrant should not describe negative 
investment policies in the prospectus, i.e., 
policies that prohibit a particular type of 
investment or practice. Section 8(b) of the 
1940 Act may, however, require information 
about such policies in the registration 
statement. Registrant should provide very 
limited disclosure about policies, that will 
hermit it to invest on more than 5 percent of 
its assets in certain types of securities. For 
example, if a registrant plans to invest no 
more than 5 percent of its net assets in 
speculative growth stocks, it is sufficient to 
state that policy in the prospectus without 
elaboration.

The Statement of Additional Information 
should include a more complete discussion of 
registrant’s investment policies that were 
described briefly, or not at all, in the 
prospectus. More complete descriptions of 
the registrant’s principal types of investments 
may also be appropriate, depending on the 
circumstances. A policy that permits a 
particular practice, but which has not been 
used within the past year, as well as whether 
the registrant intends to use the practice in 
the coming year, should also be disclosed in 
the Statement of Additional Information.
Guide 4. Types of Securities

The registrant should discuss in the 
prospectus the types of securities in which it 
will invest to reach its investment objective.
If the name of the registrant implies 
investment in a particular type of security 
[e.g., Common Stock Separate Account), its 
policy should be consistent with its name 
(see Guide 1). The proportions of the 
registrant’s assets to be invested in debt or 
equity securities need not be stated in terms 
of a percentage of total assets.

If the registrant intends to invest in foreign 
securities or real estate or make loans, see 
Guides 20,12, or 13, respectively.
■ If state insurance law limits the types of 
investments the separate account may make 
to a greater extent than the registrant’s 
fundamental investment policies, the legal 
limitation should be disclosed in the 
prospectus.

Any repurchase agreement entered into 
with a broker, a dealer, or a bank must be 
fully collateralized. A repurchase agreement 
is fully collateralized only if the market value 
of the securities held as collateral plus any 
accrued interest on those securities is equal 
to or greater than the amount at which the 
broker, dealer, or bank will repurchase the 
securities or repay the principal amount 
borrowed plus interest accrued on the

2See individual subject headings of these 
Guidelines concerning disclosure for specific 
investment techniques or policies.

principal amount. Further, the market value 
of the securities held as collateral must be 
marked to the market daily during the entire 
term of the agreement and the repurchase 
agreement should provide that additional 
collateral will be required from the broker, 
dealer, or bank if the market value of the 
securities falls below the repurchase price. In 
addition, a registrant must acquire actual or 
constructive possession of the collateral.3
Guide 5. Portfolio Turnover

The registrant should briefly discuss in the 
prospectus the probable effect of investment 
techniques on the registrant’s rate of total 
portfolio turnover, if these effects will be 
significant and if portfolio turnover will have 
brokerage, tax, or other significant 
consequences. If the registrant has had or 
anticipates having a portfolio turnover rate bf 
approximately 100 percent or more, the 
discussion should (1) include any tax and 
brokerage consequences which will result 
from the higher portfolio turnover rate, and 
(2) cross-reference the discussions of income 
taxes and brokerage practices included in the 
prospectus. The Statement of Additional 
Information should discuss portfolio turnover 
if the prospectus does not or it may 
supplement the prospectus disclosure. New 
separate accounts, other than money market 
separate accounts, should estimate what rate 
of portfolio turnover will, generally, not be 
exceeded [e.g., 50 percent, 100 percent, 150 
percent etc.).

A separate account that invests substantial 
portions of its assets in both common stock 
and debt securities or preferred stock, should 
separately describe its portfolio turnover 
policy for the common stock and debt 
portions of its portfolio.4
Guide 6. Business History

The registrant should list in the Statement 
of Additional Information all prior names of 
its sponsoring insurance company during the 
past five years. For a newly organized 
insurance company, the registrant should 
state that the company has no prior operating 
history.
Guide 7. The Borrowing of Money

The registrant should state in the 
prospectus any intention to borrow from a 
bank or otherwise to leverage its assets. If 
registrant will not borrow more than 5 
percent bf net assets, it may simply state its 
intention. If registrant will engage in a higher 
level of borrowing, it should concisely 
discuss the purposes and consequences of 
such borrowing (such as increased 
leverage).5 The Statement of Additional

3 Investment Company Act Release No. 10666 
(April 18,1979) (44 FR 25128 (April 27,1979)); 
Investment Company Act Release No. 13005 
(February 2,1983); Letter from Gerald Osheroff, 
Associate Director of the Division of Investment 
Management, to Matthew Fink, General Counsel of 
the Investment Company Institute (pub. avail. May 
7,1985).

* See Guide 4, Types o f Securities.
5 See Investment Company Act Release No. 7220 

(June 9,1972) (37 FR 12790 (June 24,1972)).
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Information may contain any additional 
disclosure.

Separate accounts organized as open-end 
management investment companies 
(‘‘management accounts") are permitted to 
borrow -from banks under 18(f) of the 1940 
Act. Under section 18(g) of that Act, certain 
borrowings for temporary purposes are also 
permitted. A registrant may not borrow in 
excess of 5 percent of the. value of its total 
assets for any reason without first obtaining 
the approval of its eligible voters unless the 
registrant has so provided in its prospectus.6 
Generally, the prospectus need not restate 
provisions of law limiting borrowing by the 
registrant.

Because borrowings involve the creation of 
a senior security, see Guide 8.
Guide 8. Senior Securities, Reverse 
Repurchase Agreements, Firm Commitment 
Agreements, and Standby Commitment 
Agreements

Section 18(f) of the 1940 Act prohibits the 
issuance of senior securities by management 
accounts except borrowings from banks up to 
the specified asset coverage. Policies on 
borrowings should be set forth in the 
prospectus or in the Statement of Additional 
Information, depending upon the significance 
of the policies (see Guide 7).

The registration statement should concisely 
disclose the nature and consequences of the 
separate account’s participation in securities 
trading practices such as reverse repurchase 
agreements, firm commitment agreements, 
and standby commitment agreements.7 The 
extent to which such disclosure should be 
included in the prospectus will depend on 
how often and to what degree the registrant 
engages in those kinds of trading practices 
(see Guide 3). The registration statement 
should (1) describe the potential risk of loss 
to a separate account and its investors from 
those transactions, (2) identify the securities 
trading practices as distinct from the 
underlying securities, (3) explain the 
difference in investment goals of 
participating in the securities trading 
practices and investing in the underlying 
securities [i.e., securities used as collateral 
for the trading practices), and (4) provide any 
other material information about the 
practices and the separate account’s 
participation in them. Additionally, the 
registrant’s name should not be misleading in 
light of its securities trading practices.
Guide 9. Short Sales

In the Division’s view, a short sale involves 
the creation of a senior security and is, 
therefore, subject to the limitations of section 
18 of the 1940 Act. The staff has taken the 
position that in order to comply with section 
18 of the 1940 Act, the selling registrant must 
put in a segregated account (not with the 
broker) cash or United States government 
securities equal in value to the difference

6 See sections 13(a), 18(f)(1), and 18(g) of the 1940 
Act. See also  Investment Company Act Release No. 
7221 (June 9,1972) (37 F R 12790 (June 24.1972)).

7 For a more complete dicussion of reverse 
repurchase agreements, firm commitment 
agreements, and standby commitment agreements. 
see Investment Company Act Release No. 10666 
(April 18,1979) (44 FR 25128 (April 27,1979)).

between (a) the market value of the securities 
sold short when they were sold short and (b) 
any cash or United States government 
securities required to be deposited as 
collateral with the broker in connection with 
the short sale (not including the proceeds 
from the short sale). In addition, until 
registrant replaces the borrowed security, it 
must daily maintain the segregated account 
at such a level that (1) the amount deposited 
in it plus the amount deposited with the 
broker as collateral will equal the current 
market value of the securities sold short, and 
(2) the amount deposited in it plus the amount 
deposited with the broker as collateral will 
not be less than the market value of the 
securities at the time were sold short.8

Selling short is not the same as selling 
short "against the box.” While a short sale is 
made by selling a security the separate 
account does not own, a short sale is “against 
the box” to the extent that the separate 
account contemporaneously owns or has the 
right to obtain at no added cost securities 
identical to those sold short. The procédures 
described above for short sales subject to 
section 18 of the 1949 Act are not applicable 
to short sales “against the box.”

If the registrant expects to sell short, or to 
sell short “against the box,” its policy and the 
effect of such policy should be described in 
the registration statement. Whether the 
description should be included in the 
prospectus will depend upon how often and 
in what amount the registrant will sell short 
(see Guide 3). The registration statement 
should include

1. An explanation of the requirement of 
collateral and a segregated account and

2. The maximum percentage of the value of 
the registrant’s net assets that will be, when 
added together: (a) Deposited as collateral for 
the obligation to replace securities borrowed 
to effect short sales and (b) allocated to 
segregated accounts in connection with short 
sales.9
Guide 10. Purchases on Margin

Because of the prohibition in section 18 of 
the 1940 Act against the issuance of senior 
securities by management accounts, except in 
connection with borrowings from banks, the 
Division’s position is that management 
accounts may not establish or use a margin 
account with a broker to effect securities 
transactions on margin.10 
Guide 11. Restricted Securities

Although the acquisition of restricted 
securities (securities that must be registered 
under the Securities Act of 1933 before they 
may be offered or sold to the public) might 
not be deemed to be an underwriting 
commitment under section 12(c) of the 1940 
Act, a registrant should describe in the 
prospectus any policy permitting the 
purchase of restricted securities if such 
securities constitute five percent or more of 
the registrant’s portfolio securities. 
Otherwise, registrant’s policy concerning

8 Investment Company Act Release No. 7221 (June 
9,1972) (37 FR 12790 (June 24, 1972)).

9 Investment Company Act Release No. 7220, 
supra note 5.

10 Investment Company Act Release No. 7221, 
supra note 6.

restricted securities should be described in 
the Statement of Additional Information.

Note.—If a management account holds a 
material percentage of its assets in restricted 
securities, such holdings may raise questions 
about valuation and the separate account’s 
ability to make payment within seven days of 
the date it receives a request for the - 
withdrawal of contract values. S ee also  
Guides 13 and 20.
Guide 12. Purchase and Sale of Real Estate

Registrant should indicate the type of real 
estate investments which it proposes to 
make, if any, in response to Item 5 and Item 
19, as appropriate in light of the level of any 
such investments (see Guide 3). A 
management account should not acquire 
illiquid assets, including real estate without 
an established market, in excess of 10 
percent of the registrant’s net assets.11

For purposes of these disclosure 
requirements, the Division views an interest 
in real estate as including securities (other 
than marketable securities) of companies 
whose assets consist substantially of real 
property and interests in real property, 
including mortgages and other liens, but does 
not include securities of companies whose 
investments in real estate are incidental to its 
primary business, e.g., banks.1*
Guide 13. The Making of Loans to Other 
Persons

In response to Item 19, and, if appropriate, 
in Item 5, the registrant should state its policy 
on the purchase of non-publicly offered debt 
securities (including convertible securities).13 
The purchase of a portion of an issue of 
publicly-distributed bonds, debentures, or 
other securities, whether or not the purchase 
is made upon the original issuance of the 
securities, is not a loan. The registrant should 
state whether it will make loans which are 
short term (nine months or less), long term, or 
both. If a management account holds a 
material percentage of its assets in debt 
securities having no established market, there 
may be a question about the ability of the 
separate account to make payment within 
seven days of the date it receives a request 
for the withdrawal of contract values. A 
management account should not acquire 
illiquid assets, including debt securities for 
which there is no established market, in 
excess of 10 percent of the registrant’s net 
assets.14

11 See, e.g., Investment Company Act Release No. 
5847 (October 21,1969) (35 FR 19989 (December 31, . 
1970)).

12 However, interests in companies that invest in 
real estate áre not interests in real estate for 
purposes of section 3(c)(5)(C) of the Act. See 
Investment Company Release No. 3140 (November 
18,1960) (25 FR 12177 (November 29, I960)).

13 See Investment Company Act Release No. 7 2 2 0 , 
supra note 5.

u Investment Company Act Release No. 5847, 
supra note 11.
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Guide 14. Other Policies Which are 
Changeable Only if Authorized by a Majority 
of V otes or Which the Registrant Deems a 
Matter of Fundamental Policy

Item 5 discusses the amount of prospectus 
disclosure about investment policies which 
are changeable only if approved by a 
majority of votes and any other policy 
(whether or not an investment policy) which 
the registrant treats as “fundamental.” 
Generally, the prospectus need not describe 
policies that prohibit certain practices or 
practices that the registrant does not intend 
to follow . Information concerning negative 
investment policies or practices is, however,

_ required to be included in the Statement of 
Additional Information.

When the vote required by the registrant’s 
by-laws is stricter than that required by the 
1940 Act to change a policy (see section 
2(a)(42) and section 13), the Statement of 
Additional Information should so state.

By-law s or other basic organizational 
documents submitted as exhibits to the 
registration statement should be reviewed to 
make certain a particular policy stated in 
response to Item 5 is not contrary to the 
registrant’s organizational documents. For 
example, if the resolution of the board of 
directors of the sponsoring insurance 
company authorizing the establishment of the 
registrant prohibits the registrant from 
borrowing, the registrant should not state a 
policy of issuing senior securities, The 
registrant’s organizational documents should 
not contain  any provision which precludes 
compliance with the 1940 Act or the rules 
under it. The organizational documents also 
should provide the registrant’s board of 
managers with authority to take whatever 
action m ay be necessary to comply with any 
applicable federal statute or rule.
Guide 15. Investment in Companies for the 
Purpose of Exercising Control or 
Management

If one of the registrant’s significant 
investment policies is to invest in companies 
for the purpose of exercising control, as 
defined in section 2(a)(9) of the 1940 Act, the 
registrant should explain in the prospectus 
the extent to which, and when, such 
investments will be made. A statement that 
the registrant is diversified or that it has a 
policy of not acquiring more than 10 percent 
of the outstanding voting securities of any 
one issuer is not enough, since even such 
registrants could invest for the purpose of 
exercising control or management.15
Guide 16. Investment in Securities of Other 
Investment Companies

Section 12(d)(1) of the 1940 Act limits the 
percentage of voting securities of any other 
investment company which the registrant 
may acquire. That section also limits, with 
some exceptions, the percentage of the value 
of the registrant’s assets that may be invested 
in securities of other investment companies.

If the registrant intends to invest 
significantly in the securities of other 
investment companies, the registrant should 
state in the prospectus the percentage of its

15 Investment Company Act Release No. 7221, 
supra note 6.

assets which may be so invested. Otherwise, 
the registrant should show in the Statement 
of Additional Information the percentage of 
its assets which may be invested in securities 
of other investment companies.
Guide 17. Tax-free Bonds—Issuer 
Diversification

The identification of the issuer of a tax- 
exempt security for purposes of section 
5(b)(1) of the 1940 Act depends on the terms 
and conditipns of the security. When the 
assets and revenues of an agency, authority, 
instrumentality, or other political subdivision 
are separate from those of the government 
creating the subdivision and the security is 
backed only by the assets and revenues of 
the subdivision, the subdivision would be the 
sole issuer for purposes of section 5(b)(1).16 
Similarly, if an industrial development bond 
is backed only by the assets and revenues of 
the non-governmental user, then the non­
governmental user would be the sole issuer 
for purposes of section 5(b)(1). A guarantee 
by the creating government or some other 
entity would be considered a separate 
security which must be valued and included 
in the 5 percent limit of section 5(b)(1) except 
as permitted under rule 5b-2 of the Act.17
Guide 18. Concentration of Investments in 
Particular Industries

Section 8(b)(1) of the 1940 Act requires 
every registered investment company to 
include in its registration statement a recital 
of its policies with respect to concentration. 
Investment (including holdings of debt 
securities) of more than 25 percent of the 
value of the registrant’s assets in any one 
industry represents concentration. If the 
registrant intends to concentrate in a 
particular industry or group of industries, it 
should specify in the prospectus the industry 
or group of industries.

If the registrant does not intend to 
concentrate, no further investment may be 
made in any given industry if, upon making 
the proposed investment, 25 percent or more 
of the value of the registrant's assets would 
be invested in such industry. However, when 
securities of a given industry constitute more 
than 25 percent of the value of the registrant's 
assets as a result of changes in value of either 
concentrated securities or other securities, 
the excess need not be sold.

The approval of a majority of votes is 
generally necessary to change to a 
concentration policy or a policy of not 
concentrating (See section 13(a)(3) of the 1940 
Act). If the registrant has employed a policy 
of concentration in the past but does riot 
intend to follow that policy in the future, its 
intention and its estimate of the time required 
to implement a policy of not concentrating 
should be specifically disclosed in the 
Statement of Additional Information.

Investment discretion on the part of 
management to concentrate, without the 
approval of eligible voters, has been 
considered by the Division to be prohibited 
by sections 8(b)(1) and 13(a)(3) of the 1940 
Act, unless the statement of investment 
policy clearly indicates when and under what

16 Investment Company Act Release No. 9785 
(May 31 ,iÛ 77) 42 FR 29130 (June 7,1977)).

17 Id

specific conditions any changes between 
concentration and non-concentration would 
be made. Registrants may not reserve the 
right to concentrate iri particular industries 
“without limitation if deemed advisable and 
in the best interests of the contract 
owners”.18

Money market separate accounts may 
declare an investment policy on industry 
concentration reserving freedom of action to 
concentrate their investments in government 
securities, as defined in the 1940 Act, and 
certain bank instruments issued by domestic 
banks19 if the Statement of Additional 
Information discloses the type arid nature of 
the various bank instruments in which the 
registrant intends to invest and the criteria 
for evaluating and selecting such 
investments. Money market separate 
accounts may not reserve freeedom of action 
to concentrate investments in the commercial 
paper of issuers in any one industry.20

Further, the statement of concentration 
policy required by section 8(b)(1) does not 
apply to investments in tax-exempt securities 
issued by governments or political 
subdivisions of governments since such 
issuers are not members of any industry.

Note.—In determining industry 
classifications, the staff will ordinarily use 
the current Directory o f Companies Filing 
Annual Reports with the Securities and 
Exchange Commission, (the “Directory”) 
published by the Commission. A registrant 
may refer to the directory, or may select its 
own industry classifications, but such 
classifications must be reasonable and 
should not be so broad that the primary 
economic characteristics of the companies in 
a single class are materially different. 
Registrants selecting their own industry 
classifications should disclose them (a) in the 
prospectus in the case of a policy to 
concentrate, or (b) in the Statement of 
Additional Information in the case of a policy 
not to concentrate.
Guide 19. Separate Accounts Investing In 
Other Than High-Grade Bonds

If the registrant seeks high income by 
investing in other than high-grade bonds,*1 it

18 Investment Company Act Release No. 9011 
(October 30,1975) (40 FR 54241 (November 21, 
1975)).

19 United States branches of foreign banks may 
be considered domestic banks if it can be 
demonstrated that they are subject to the same 
regulation as United States banks. Foreign branches 
of domestic banks, however, are not registered in 
the United States and are not considered “domestic 
banks.” Nevertheless, if a registrant can show that 
the investment risk associated with investing in 
instruments issued by the foreign branch of a 
domestic bank is the same as that of investing in 
instruments issued by the domestic parent, in that 
the domestic parent would be unconditionally liable 
in the event that the foreign branch failed to pay "on 
its instruments for any reason, then the staff 
believes that the registrant may treat that foreign 
branch as a domestic bank for purposes of 
concentration. Otherwise, the staff is of the opinion 
that the registrant may not reserve freedpm of 
action to concentrate its investments in instruments 
issued by foreign branches of domestic banks.

20 Investment Company Act Release No. 9011, 
supra note 18.

11 These would include, for example, bonds 
receiving a Standard & Poor’s rating of BBB or lower 
or a Moody’s rating of Baa or lower.



26184 Federal Register / Vol. 50, No. 122 / Tuesday, June 25, 1985 / Rules and Regulations

should concisely but clearly disclose in the 
prospectus the risks involved in such 
investments either in response to Item 5 or 
Item 1 (on the cover page). Where the 
registrant chooses to use certain rating 
criteria in its prospectus disclosure, the 
registrant should also disclose the minimal 
rating that the separate account would find 
acceptable under the rating criteria it has 
chosen. The registrant may place rating 
services’ descriptions of their rating criteria 
in the Statement of Additional Information.
Guide 20. Disclosure of Risk Factors

A registrant should address in the 
prospectus the principal speculative or risk 
factors arising from the securities being 
offered. These risks may, for example, be the 
result of the registrant's particular investment 
objective, the type of securities in which it 
invests, the type or size of companies in 
which it invests, the investment techniques it 
employs, or an innovative or unusual method 
of operation. Other risk factors may be due to 
the absence of an operating history, minimal 
capitalization, or the nature of a registrant’s 
business.

A registrant that intends to invest as much 
as 10 percent of its assets in foreign securities 
which are not publicly traded in the United 
States must disclose this in the prospectus.
For many foreign securities, however, there 
are dollar-denominated American Depository 
Receipts ("ADRs”), which are traded in the 
United States on exchanges or over the- 
counter, are issued by domestic banks, and 
do not involve the same currency risk as a 
foreign security. ADRs need not be treated as 
foreign securities for purposes of the risk 
disclosure suggested by this guide.
Guide 21. Government Securities

If the registrant is investing in United 
States Government securities, thfe prospectus 
should explain when and to what extent the 
registrant intends to do so. If the registrant is 
significantly investing in United States 
Government securities on a routine basis, the 
prospectus should include the following 
information: (1) The types of Government 
securities in which the separate account will 
invest; (2) examples of Government agencies 
and instrumentalities in whose securities the 
separate account will invest; and (3) whether 
the securities of such agency or 
instrumentality are (a) supported by the full 
faith and credit of the United States, (b) 
supported by the ability to borrow from the 
Treasury, (c) supported only by the credit of 
the agency or instrumentality, or (d) 
supported by the United States in some other 
way.
Guide 22. Foreign Currency Transactions

If the registrant proposes to invest in 
securities denominated in foreign currencies 
or to engage in currency conversion 
transactions, these policies should be 
disclosed in the prospectus and, if 
appropriate, in the Statement of Additional 
Information [see  Guide 3). If the registrant 
plans to use foreign currency forward 
contracts to cover activities which are 
essentially speculative, such forward 
contracts will be considered “senior 
securities” as defined in section 18 of the 
1940 Act and will be subject to the limitations

discussed in Investment Company Act 
Release No. 10666 (April 18,1979) (45 FR 
25128 (April 27,1979)).
Guide 23. Management of the Separate 
Account

The prospectus must describe how the 
registrant’s business is managed, but 
disclosure about the role of the board of 
managers may be limited to a general 
statement of the responsibilities of the board 
of managers.

The registrant must disclose in the 
Statement of Additional Information the 
name and address, position with registrant, 
and principal occupation during the past five 
years of each member of the board of 
managers and officer of the registrant 
performing a*"policy-making function” for the 
registrant. Any position held with affiliated 
persons or principal underwriters of the 
registrant by each of these individuals must 
be described. The family relationships among 
these individuals must also be disclosed. 
Executive and investment advisory 
committee members must be identified and 
their functions briefly discussed. In addition, 
the registrant must indicate which membeus 
of its board of managers are “interested 
persons” as that term is defined by section 
2(a)(19) of the 1940 Act and the rules 
thereunder.

The composition of the registrant’s board 
of managers must satisfy section 10 o f the 
1940 Act. The Federal Reserve Board takes 
the position that, under section 32 of the 
Banking Act of 1933, an officer or director of 
a bank which is a member of the federal 
reserve system may not serve as an officer, 
director, or employee of an open-end 
investment company, including a 
management account that is currently 
offering its shares.2*

An “advisory board,” as that term is 
defined in section 2(a)(1) of the 1940 Act is a 
body composed of persons who serve the 
registrant in only that capacity. Therefore, 
officers, members of the board of managers, 
the investment adviser for, and counsel to the 
registrant may not serve on any such board.23 
The composition of an advisory board, if a 
management account chooses to have one, is 
also subject to the requirements of section 10 
of the 1940 Act.

The term, "family relationship,” as applied 
to registrant’s officers and members of the 
board of managers in Item 20, is broader than 
the definition of a "member of the immediate 
family” contained in section 2{a)(19) of the 
1940 Act.24

Item 20 requires the registrant to disclose in 
the Statement of Additional Information the 
aggregate remuneration received by certain 
officers, members of the board of managers, 
members of the advisory board, and certain 
categories of such persons from the registrant 
and its subsidiaries, during the registrant’s 
last fiscal year, and all retirement and 
pension benefits to be received by those 
individuals from the registrant pursuant to an

22 Investment Company Act Release No. 7221, 
supra note 6.

22 Id.
24 See also Investment Company Act Release No. 

7220, supra note 5.

existing plan. This requirement applies to any 
individual who was a member of the board of 
managers, officer, or member of the advisory 
board of registrant during the last fiscal year 
and received aggregate remuneration in 
excess of $60,000.

It is the Commission's view that the 
registrant must disclose all forms of 
remuneration received by specified officers 
and members of the board of managers.25 
“Remuneration” is intended to include cash 
and non-cash items, i.e., not only all salaries, 
fees, and bonuses but also personal benefits, 
commonly known as “perquisites.” 26 It is the 
Commission’s view that management is in the 
best position to determine whether "or not a 
benefit should be considered remuneration, 
in light of the facts artd circumstances of each* 
situation.
Guide 24. Investment Advisory and Other 
Services

Item 6 requires the registrant to identify in 
the prospectus its investment adviser and the 
services provided by its investment advisef. 
Registrants should address whether the 
investment adviser is responsible for 
portfolio management, and if not, who is. If 
the registrant’s adviser has no previous 
experience in advising a mutual fund or 
management account, this fact should be 
disclosed as a risk factor in the prospectus.

Item 21 calls for additional information in 
the Statement of Additional Information 
about the background and function of each 
person providing the registrant with advisory 
services, especially the identities of all 
controlling persons of each investment 
adviser and the basis for their control. The 
registrant must identify any affiliations 
between such persons and the registrant. If 
any affiliated person of the registrant is also 
an affiliated person of an adviser, the identity 
of that person and all bases of affiliation 
must be disclosed. Item 21 calls for a detailed 
discussion in the Statement of Additional 
Information concerning the method used to- 
compute the advisory fee paid by the 
registrant or its sponsoring insurance 
company. In addition, the registrant must 
describe in Part B all services performed for 
it, or on its behalf, pursuant to any 
investment advisory or management-related 
service contract,22 and in each case must 
identify the persons paying for such services. 
The registrant must also summarize the 
substantive portions of any management- 
related service contract, which may be of 
interest to a purchaser of the registrant’s 
securities. Any person providing investment 
advice on a more informal basis must also be 
identified, and the nature of the arrangement

25 As stated in Investment Company Act Release 
No. 9900 (August 18,1977) (42 FR 43058 (August 28, 
1977)).

26 For a detailed discussion of those personal 
benefits which the staff has interpreted to be 
remuneration requiring disclosure, see Investment 
Company Act Release Nos. 9900, supra; 10112 
(February 6,1978) (43 FR 6060 (February 13 ,1978)): 
12070 (December 3,1981) (46 FR 60421 (December 
10,1981)).

27 See instructions for Item 21(d) of Form N-3 for 
the definition of the term “management-related 
service contract."
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and remuneration should be discussed. All 
investment advisory services must be 
provided pursuant to a written contract 
which complies with the provisions of section 
15 of the 1940 Act.48

Item 6 requires the registrant to provide in 
the prospectus the name and address of any 
administrative or servicing agent for the 
separate account. Item 21 calls for identifying 
information concerning the custodian and 
independent public accountant. All custodial 
arrangements are subject to section 17(f) of 
the 1940 Act and the rules under it. If the 
registrant’s portfolio securities are held by 
any person other than the sponsoring 
insurance company, a commercial bank, trust 
company, or registered depository, the 
registrant must state in the Statement of 
Additional Information the nature of the 
business of each such person. Item 21 also 
requires the disclosure of any services 
performed by, and the basis of remuneration 
received by, any affiliated person of 
registrant or of any affiliate of such affiliate, 
other than the sponsoring insurance 
company, which acts as administrative or 
servicing agent for registrant. If a custodian is 
affiliated with the management account, the 
management account is considered a self­
custodian for purposes of section 17(f) of thd 
1940 Act and is subject to regulatory 
requirements different from those applicable 
to other custodians.
Guide 25. Brokerage Allocation

If the registrant uses affiliated brokers or 
takes the sale of its contracts into account 
when allocating brokerage,“  a statement to 
that effect must be included in the prospectus 
in response to Item 6. In addition, a 
management account must receive exemptive 
relief from section 27(c)(2) of the 1940 Act 
before it may pay commissions to affiliated 
brokers.

Responses to Item 6 should be concise and 
should not include lengthy descriptions of 
technical or legal requirements or practices 
that are standard in the investment company 
industry. Registrants must provide in the 
Statement of Additional Information a more 
complete explanation of the brokerage 
allocation practices in which they engage. In 
addition, Item 22 requires the registrant to 
describe how transactions in portfolio 
securities are effected, including a statement 
about mark-ups on principal transactions and 
brokerage commissions paid during the most 
recent fiscal year. Further, a registrant must

“ Registrants should note that the disclosure 
requirements of both Part A and Part B apply to 
sub-advisers as well, see Investment Company Act 
Release 7220, supra note 5.

"  On March 4,1981, the Commission approved an 
NASD proposal to amend portions of Article III, 
section 26 of the NASD Rules of Fair Practice and 
related interpretations of the “Anti-Reciprocal 
Rule,” Investment Company Act Release No. 11662 
(March 4,1981) (46 F R 16012 (March 10,1981)). The 
rule as amended no longer prohibits NASD 
members from seeking or granting brokerage 
commissions in connection with the sale of 
investment company shares, and permits NASD 
members to sell shares of investment companies 
that follow a disclosed policy of considering sales of 
their shares as a factor in the selection of broker- 
dealers to execute portfolio transactions, subject to 
specified conditions.

describe in the Statement of Additional 
Information how it selects brokers and 
evaluates the commissions to be paid, 
including the factors considered, such as 
research services provided by that broker. If 
research services furnished by brokers used 
by the registrant to effect its transactions 
may be used by the registrant’s investment 
adviser to service all its managed accounts, 
not just for the benefit of the registrant, such 
practices must be described and explained.
No disclosure suggested by this guide about 
brokerage allocation practices need be given 
if registrant is not required to respond to Item 
22 of the Form.
Guide 26. Redemption

Section 22(e) of the 1940 Act prohibits 
suspension of the right of redemption or 
postponement of payment upon redemption 
of-a redeemable security of a management 
account, for more than seven days after the 
proper tender of the security for redemption, 
with certain limited exceptions. Redemption 
payments may be withheld for more than 
seven days, if necessary, to prevent the loss 
or dilution of net asset value that can occur 
when purchase checks are dishonored.30 The 
procedures for obtaining payment upon 
redemption shortly after purchase must be 
disclosed in the prospectus, as should any 
procedures an investor can follow to avoid 
delays in redemption payments, such as use 
of a certified check to purchase the variable 
annuity contracts.

To accommodate contracts that provide for 
variable annuity options based on life 
contingencies, rules 22e-l and 27c-l under 
the 1940 Act (17 CFR 270.22e-l and 270.27C-1) 
grant exemptions from the redemption 
requirements of sections 22(e) and 27(c)(1). 
Rule 27c-l exempts registered separate 
accounts, their depositors and underwriters 
from the requirement in section 27(c)(1) of the 
1940 Act that a periodic payment plan 
certificate be a redeemable security (and 
from the surrender provisions of section 27(d) 
of the 1940 Act) with respect to the annuity 
payment period of variable annuity contracts 
under which payments are based on life 
contingencies.

If there is a synopsis in the prospectus, it 
should show where in the prospectus 
investors can find a description of 
redemption procedures.31

Redemption procedures are frequently 
confusing to investors. Therefore, special 
care should be given to explaining when 
signature guarantees are necessary, and who 
can make such guarantees.32 
Guide 27. Valuation of Securities Being 
Offered

Registrant must identify in the prospectus 
the valuation method used. Sometimes, value 
can be determined fairly in more than one 
way. For any asset traded on a national 
exchange, valuation normally should be

“ For a discussion of the conditions under which 
an investment company can delay redemption for 
more than seven days pending clearance of 
purchase checks, see Investment Company Institute 
(Pub. avail. May 3,1975).

81 See Guide 31: The Synopsis.
32 See Investment Company Act Release No. 7220, 

supra note 5.

based on market value when readily 
available.33 If a security was traded on the 
valuation date, the last quoted sale price 
generally is used. For securities listed on 
more than one national securities exchange, 
the last quoted sale, up to the time of 
valuation, on the exchange on which the 
security is principally traded should be used 
or, if there were no sales on that exchange on 
the valuation date, the last quoted sale, up to 
the time of valuation, on the other exchanges 
should be used.

If there was no sale on the valuation date 
but published closing bid and asked prices 
are available, the valuation should be within 
the range of the quoted prices. Some 
companies as a matter of policy use the bid 
price, others use the mean of the bid and 
asked prices, and still others use a valuation 
within the range of bid and asked prices 
considered to best represent value in that 
circumstance; each of these policies is 
acceptable if consistently applied. Normally, 
the use of the asked price alone is not 
appropriate. Where, on the valuation date, 
only a bid price or an asked price is quoted or 
the spread between bid and asked prices is 
substantial, quotations for several days 
should be reviewed. If sales have been 
infrequent or there is a thin market in the 
security, or the size of the reported trades is 
not representative of the fund’s holding (as in 
the case of certain debt securities), further 
consideration should be given as to whether 
“market quotations are readily available.” If 
they are not readily available, the alternative , 
method of valuation prescribed by section 
2(a)(41)— “fair value as determined in good 
faith by the board of directors"—should be 
used.

For debt or equity securities traded over- 
the-counter where closing prices are not 
readily available, quotations should be 
obtained from more than one broker-dealer, 
particularly if quotations are available only 
from broker-dealers not known to be 
established market-makers for that security.
A company may adopt a policy of using a 
mean of the bid prices, or of the bid and 
asked prices, or of the prices of a 
representative selection of broker-dealers 
quoted on a particular security; or it may use 
a valuation within the range of bid and asked 
prices considered best to represent value in 
that circumstance. Any of these policies are 
appropriate if consistently applied.

If the validity of the quotations appears to 
be questionable, or if the number of 
quotations indicates that there is a thin 
market in the security, further consideration 
should be given to whether “market 
quotations are readily available.” If it is 
decided that they are not readily available, 
the security should be valued at “fair value 
as determined in good faith” by the board of 
managers.

33 Investment Company Act Release No. 7221, 
supra note 6. Registrants often value their debt 
securities by reference to other securities which are 
considered comparable in rating, interest rate, due 
date, etc. (often called “matrix pricing”) or rely on 
pricing services which use matrix pricing for 
valuation of these instruments. Responsibility for 
making sure that a pricing method is proper rests 
with the registrant.
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To comply with section 2(a)(4l) of the Act 
and rule 2a-4 under the Act, the members of 
the board of managers must be satisfied that 
all appropriate factors relevant to the value 
of securities for which market quotations are 
not readily available have been considered 
and determine the method of arriving at the 
fair value of each such security. No single 
standard for determining “fair value in good 
faith” can be established, since fair value 
depends upon individual circumstances. 
Generally, the current “fair value” of an issue 
of securities being valued by the board of 
managers would be the amount which the 
owner might reasonably expect to receive for 
them upon their current sale.34

Securities held by the registrant that may 
not be sold to the public without an effective 
registration statement under the Securities 
Act are considered securities for which 
market quotations are not readily available. 
They must, therefore, be valued in good faith 
by the board of managers.35 It would be 
improper for the board of managers to value 
these securities at the market quotation for 
unrestricted securities of the same class 
without considering other relevant factors, 
although the quotation may be considered in 
making the final valuation.36The existence of 
a’shelf registration for the restricted 
securities also may be considered as a factor 
in determining the value of the securities, but 
there may not be an automatic valuation at 
market price based on this factor alone.37

The valuation of short sales of securities, 
which are not traded on a national exchange, 
can be at the asked price, that being the most 
conservative value, or the mean average of 
bid and asked prices. The use of bid price 
alone to value short positions is not 
appropriate.

Certain securities trading practices such as 
reverse repurchase agreements, firm 
commitment agreements, and standby 
commitment agreements require the 
consideration of special factors in connection 
with valuation. For example, changes in the 
value of a firm commitment agreement will 
affect the price at which shares of a 
management account may be sold or 
redeemed. Accordingly, members of the 
board of managers in determining fair value, 
must take care that no inaccuracies exist 
with regard to the valuation of such trading 
practices.38 In valuing standby commitments 
(puts), registrants using the amortized cost 
method of valuation should indicate that the 
acquisition of a standby commitment will not 
affect the valuation of the underlying 
security. The actual standby commitment will 
be valued at zero in determining net asset 
value. In such event, where the separate 
account pays directly or indirectly for a 
standby commitment, its cost will be

34 For a general discussion of the factors to be 
considered in this determination, see Investment 
Company Act Release No. 6295 (December 23,1970) 
(35 F R 19986 (December 31,1970)).

35 Investment Company Act Release No. 7221, 
supra note 6.

“ Investment Company Act Release No. 5847, 
supra note 11.

37tnve8tment Company Act Release No. 6121 (July 
20,1970).

“ Investment Company Act Release No. 10666, 
supra note 7.
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reflected as an unrealized depreciation for 
the period during which the commitment is 
held by the separate account and will be 
reflected in realized gain or loss when the 
commitment is exercised or expires.39

The maturity of a municipal obligation 
purchased by the separate account will not 
be considered shortened by any standby 
commitment to which such obligation is 
subject. Therefore, standby commitments will 
not affect the dollar weighted average 
maturity of the separate account’s portfolio. 
However, where a money market separate 
account acquires a variable rate or floating 
rate municipal obligation having a demand 
feature which allows the separate account 
unconditionally to obtain the amount due 
from the issuer upon notice of seven days or 
less, the maturity of the instrument will \ 
normally be the longer of the notice period 
for the commitment or the time remaining to 
the next rate adjustment.

Money market separate accounts with 
portfolio securities that mature in one year or 
less may use the amortized cost method to 
value their securities pursuant to the 
conditions of rule 2a-7.40If the portfolio of a 
money market separate account is to be 
valued at amortized cost, there must be 
disclosure in the Statement of Additional 
Information concerning the effect of this 
method of valuation on thé separate 
account's accumulation unit value and yield 
as interest rates change, and on the 
corresponding dilution of interests in the 
separate account.

The prospectus must disclose when 
calculations of accumulation unit value are 
generally made. The current accumulation 
unit valu? of redeemable securities should be 
computed in accordance with rule 22c-l 
under the 1940 Act (17 CFR 270.22c-l), i.e., at 
least once daily on each weekday (except for 
customary national and local business 
holidays fisted in the prospectus) in which 
there is sufficient trading in the separate 
account's portfolio securities so that the 
current accumulation unit value might be 
materially affected by changes in the value of 
these portfolio securities and on which an 
order for purchase or redemption of its 
securities is received. These calculations of 
accumulation unit value should be made at 
such specific time or times during the day as 
determined no less frequently than annually 
by a majority of the board of managers of.the 
separate account. A separate account need 
not compute accumulation unit value on a 
day when no security was tendered for 
redemption and no order to purchase such 
security was received or was on hand, having

“ There may be alternative methods of valuing of 
standby commitments, but in any event the value of 
the standby commitment together with the 
underlying security should not exceed the amount 
received by the separate account upon disposal of 
the underlying security. At the time these guidelines 
were published, the staff was considering 
recommending a rule or interpretive release to the 
Commission on valuation of standby commitments 
and securities subject to standby commitments. 
Registrants should check rule 2a-7 for any 
amendments on this matter.

“ Investment Company Act Release No. 13380 
(July 11,1983) (48 FR 32555 (July 18,1983)).

been received since the last previous 
computation of accumulation unit value,41
Guide 28. Distribution Expenses

Item 7 requires that separate accounts that 
bear distribution expenses in accordance 
with rule 12b-l disclose this fact to 
shareholders in the prospectus.42

Many registrants are exempted from 
sections 26(a)(2)(C) and 27(c)(2) of the 1940 
Act to permit them to deduct a charge for the 
assumption of mortality and/or expense risks 
from the separate account. In furtherance of 
requests for this exemptive relief, where 
proceeds from explicit sales loads will not be 
sufficient to cover expected distribution 
costs, many registrants represent, among 
other things, that there is a reasonable 
likelihood that the separate account’s 
distribution financing arrangement will 
benefit the separate account and 
contractowners.43 These representations 
should be disclosed in the Statement of 
Additional Information.

When special arrangements will be made 
to sell variable annuity contracts to 
customers of depository institutions, possible 
applicability of the Glass-Stéagall Act should 
be discussed in the prospectus. The legal 
issues raised by payments to depository 
institutions for their services in this 
connection should be identified, and the 
consequences for the separate accoifnt, if 
these issues are resolved adversely, should 
also be discussed.
Guide 29. Financial Statements

The form, content, and presentation of 
financial statements are prescribed by 
Regulation S -X  (17 CFR Part 210). If the 
financial statements of the registrant are not 
provided because the registrant does not 
have any assets, a statement to that effect 
should be placed before the financial 
statements of the sponsoring insurance 
company in the Statement of Additional 
Information.
Guide 30. Yield Quotations of Money Market 
Separate Accounts

For guidance in responding to Item 4(c) and 
Item 25, the registrant should refer to 
Investment Company Act Release No. 13049 
(February 28,1983) (48 FR 10297 (March 11, 
1983)); Investment Company Act Release No. 
11028 (January 28,1980) (45 FR 7578 
(February 4,1980)); and Investment Company 
Act Release No. 11379 (September 30,1980) 
(45 FR 67079 (October 9,1980)).

Deductions should be pro rated among the 
sub-accounts of the separate account. If the 
deduction is a flat fee charged to all 
contractowner accounts [e.g., $25.00 per 
contractowner account per year), the 
deduction should be prorated by multiplying 
the flat fee by a fraction the numerator of

41 Investment Company Act Release No. 10827 
(August 13,1979) (44 FR 48659 (August 20,1979)).

42For a more detailed discussion of the contents 
of the rule, see Investment Company Act Release 
No. 11414 (October 28,1980) (45 FR 73898 
(November 7,1980).

43 For a discussion of representations by 
applicants seeking this exemptive relief, see 
Investment Company Act Release No. 14190 
(October 11,1984) (49 FR 40879, October 18,1984)).
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which is the average number of 
contractowner accounts that have money 
allocated to the sub-account and the 
denominator of which is the sum of the 
average number of contractowner accounts 
for all of the sub-accounts for that kind of 
contract [Le„ all of the “qualified” sub­
accounts or all of the “non-qualified” sub­
accounts).
Guide 31. The Synopsis 

A synopsis provided pursuant to Item 3 of 
Form N-3 should clearly and concisely 
describe the key features of the offering and 
the registrant. The information in the 
synopsis need not be in the order or the 
manner described in this Guide, and it may 
be presented in a question-and-answer 
format.

The synopsis should include (1) a brief 
description of how the registrant proposes to 
achieve its investment objectives, including 
the types of securities in which the registrant 
proposes to invest primarily and whether the 
registrant proposes to separate as a 
diversified or nondiversified investment 
company and (2) a summary of the principal 
speculative or risk factors associated with 
investment in the registrant, including factors 
peculiar to the registrant as well as those 
generally associated with investment in an 
investment company with objectives and 
policies similar to registrant’s.

The synopsis should also (1) provide the 
name of the investment adviser, and, if any 
other person provides services of the type 
customarily provided by an investment 
adviser, the identity of such person and the 
services provided; (2) provide a cross- 
reference to the description in the prospectus 
of how to purchase the variable annuity 
contracts; (3) provide cross-references to the 
descriptions in the prospectus of how a 
contractowner. (or annuitant) may redeem 
and any penalty taxes that may be assessed 
upon redemption; (4) state the maximum 
percentage load that may be assessed against 
any given amount redeemed or annuitized 
and provide a cross-reference to the 
description in the prospectus of the 
deductions and expenses; and (5) provide 
either a full description of or a cross- 
reference to the description in the prospectus 
of any “ten-day free look” or similar 
provisions.

The synopsis may include additional 
information, provided that it does not, by its 
nature, quantity, or manner of presentation, 
impede understanding of required 
information.
Guide 32. Administrative Charges 

The discussion of any administrative 
charge deducted from the value of the 
contractowner’s account should (1) concisely 
describe how the charge is deducted in both 
the accumulation and annuity periods, (2) 
explain whether the charge is deducted at the 
beginning of the contract year for the coming 
year or deducted at the end of the contract 
year for the prior year, (3) describe whether 
the charge is prorated for any period (e.g., 
between the contract anniversary date and 
the date of redemption or the date of 
annuitization), and (4) if the administrative 
charge is a percentage of assets, disclose that 
there is no necessary relationship between

the amount of the administrative charge 
imposed on a given contract and the amount 
of expenses that may be attributable to that 
contract.

Any administrative charge that is deducted 
from contractowner accounts and is not a 
charge or expense of the registrant should not 
be accounted for as an expense or otherwise 
included in the determination of net 
investment income of the registrant. Rather, 
the amount of the administrative charges 
should be accounted for, and presented in 
financial statements of the registrant, as a 
reduction of ownership units. Whether the 
amount of such administrative charges is 
separated in the registrant’s financial 
statement from other withdrawal or 
redemption amounts that result in a reduction 
of ownership units depends upon individual 
facts.
Guide 33. Deferred Sales Loads 

Item 7 of Form N-3 requires the registrant 
to describe any sales loads. A sales load not 
subject to any contingency should be 
described as a deferred sales load, not a 
“contingent” deferred sales load. A deferred 
sales load does not become contingent solely 
because the sales load is waived in the event 
of an annuitant’s death or if the registrant 
provides that a given percentage of contract 
value may be withdrawn without imposition 
of a sales load (a “free corridor”).

The description of any deferred sales load 
(contingent or not) should include (1) how the 
deduction will be allocated among 
subaccounts of the registrant; (2) when, if 
ever, the sales load will be waived (for 
example, as part of the death benefit or upon 
redemptions by contractowners who are also 
employees of the registrant); and (3) the 
maximum amount of the sales load as a 
percentage of purchase payments received. 
See rule 6c-8 under the 1940 Act (17 CFF 
270.6C-8) which limits’the amount of a 
deferred sales load to no more than nine 
percent of the purchase payments received. If 
the deferred sales load varies according to 
the length o f  time a particular purchase 
payment has been invested, the description 
should indicate whether withdrawals will be 
attributed to purchase payments in the order 
in whichthey were invested in the separate 
account (FIFO) or in the reverse order of 
investment (LIFO).

The description of a deferred sales load 
should also explain whether, in the case of a 
partial redemption, the amount deducted will 
be a percentage of the amount requested by 
the contractowner or the total amount 
withdrawn, and whether the sales load will 
be deducted from the amount requested or 
the amount remaining after the 
contractowner has received the amount 
requested. For example, if the sales load is 
7% and the contractowner has requested 
$100, the description should make plain 
whether;

(a) The contractowner receives $93 and the 
sales load is $7 for a total withdrawal of $100 
[i.e., the sales load is 7% of the both the 
amount requested and the total withdrawal 
and is deducted from the amount requested);

(b) The contractowner receives $100 and 
the sales load is $7 for a total withdrawal of 
$107 [i.e., the sales load is 7% of the amount 
requested and is deducted from the contract

value remaining after the contractowner is 
paid the amount requested); or

(c) The contractowner receives $100 and 
the sales load is $7.53 for a total withdrawal 
of $107.53 [i.e., the sales load is 7% of the 
total withdrawal and is deducted from the 
contract value remaining after the 
contractowner is paid the amount requested). 
Additionally, if the registrant allows 
withdrawal or a given percentage of contract 
value without imposing a deferred sales load 
[e.g., a 10% free withdrawal each year), the 
description of this privilege should indicate 
when the contract value will be computed to 
determine the amount of the permitted free 
withdrawal (e.g., at the beginning of the 
contract year or the dale of the withdrawal 
request).
Guide 34. Annuity Payments 

Item 9 of Form N-3 requires registrants to 
describe in the prospectus the annuity 
options available under a contract and the 
material factors that determine the level of 
annuity benefits. Registrants should discuss 
variables that impact the level of payments 
such as the age at which payments begin, the 
form of annuity, the frequency of payments, 
annuity purchase rates, and assumed 
investment return. The discussion should 
include any options on the form of annuity 
such as life annuities, term certain annuities, 
joint and survivor life annuities, and any 
other variations. In general, responses to this 
item should include practical narrative 
disclosure. Mathematical illustrations and the 
mechanics of determining annuity payments 
may be placed in the Statement of Additional 
Information, Item 26.

Item 9 also calls for disclosure of the effect 
of assumed investment return. Registrants 
should explain that annuity payments will 
vary to reflect the investment experience of 
the separate account and that the assumed 
investment return is a fulcrum rate around 
which variable annuity payments will 
fluctuate to reflect whether investment 
experience of the separate account is better 
or worse than the assumed investment return. 
Where annuitants are given a choice in 
assumed investment returns, registrants 
should explain that a higher assumed 
investment return will result in a higher 
initial payment a more slowly rising series of 
subsequent payments when actual 
investment performance (minus any 
deductions and expenses) exceeds the 
assumed investment return, and a more rapid 
drop in subsequent payments when actual 
investment performance (minus any 
deductions and expenses) is less than the 
assumed investment return.

Item 26 requires registrants to disclose in 
the Statement of Additional Information the 
method for determining the amount of 
annuity payments. Registrants should 
disclose how the initial annuity payment is 
determined, and if subsequent payments 
differ from the first, an explanation of how 
the subsequent payments are determined. 
Generally, registrants should explain that the 
amount of the initial payment is determined 
.by applying the value of the annuitant’s 
contract as of the date of annuitization 
(adjusted for any deductions) to the annuity
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purchase rate for the annuitant’s annuity 
option, sex, and adjusted age. The specific 
time when the calculation will be made and 
the particular deductions that will be made at 
that time also should be disclosed.
Registrants should disclose that the amount 
of subsequent annuity payments is 
determined by multiplying the number of 
annuity units credited to an annuitant’s 
account by the value of an annuity unit at the 
time of each payment where (1) the number 
of annuity units credited to an annuitant’s 
account is determined by dividing the amount 
of the first annuity payment by the value of 
an annuity unit at the time of that payment, 
and (2) the value of an annuity unit changes 
to reflect investment performance of the 
separate account adjusted by a factor to 
neutralize the assumed investment return. 
Registrants should also disclose any 
deductions affecting the amount of annuity 
payments and where relevant, that changes 
in the value of an annuity unit reflect 
deductions of mortality and risk expense 
charges.
Guide 35. Crediting of Contract Values

Item ll(a)(ii) of Form N-3 requires 
disclosure about when initial and subsequent 
purchase payments are credited. Section 
22(c) of the 1940 Act (15 U.S.C. 80a-22(c)) and 
rule 22c-l (17 CFR 270.22c-l) establish 
standards for crediting purchase payments 
for securities of registered investment 
companies. However, the staff has not 
objected to disclosure that an in itial purchase 
payment under a variable annuity contract 
would be credited within two business days 
of receipt if the contract application and 
other necessary information were complete 
as received by the office issuing the contract, 
and within five business days of receipt if the 
application and other information were 
incomplete when received. Registrants 
following this practice must disclose it and 
also disclose that, if the initial purchase 
payment is not credited within five business 
days, the purchase payment will be 
immediately returned unless the prospective 
purchaser has been informed of the delay and 
sp ecifically  requests that the purchase 
payment not be returned.44

Additionally, registrants should disclose 
any special procedures for crediting initial 
purchase payments in the case of incomplete 
applications [e.g., allocation of an initial 
purchase payment to the money market sub­
account if no sub-account has been 
specified).
Guide 36. Automatic Annuity Options
- Item 9 of Form N-3 calls for disclosure 
about choices available to a prospective 
annuitant and the effect of not specifying a 
choice. Registrants should disclose any 
automatic purchase of a fixed annuity [i.e., 
the annuity selection that will be made by the 
company if the prospective annuitant has not 
chosen an option). The staff has taken the 
position that an automatic annuity involving 
a fixed pay out of amounts that have 
accumulated on a variable basis is not

44 The Commission proposed codifying these 
standards in an amendment to rule 22o-l under the 
Act. See Investment Company Act Release No. 
13913 (May 1,1984) (49 F R 19320 (May 7,1984)).
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consistent with section 27(c)(1) of the 1940 
Act (15 U.S.C. 80a-27(c)(l)). However, the 
staff does not object to an automatic fixed 
annuity purchase if the only options available 
under the variable annuity contract are fixed 
annuities.

Guidelines fo r  Fo rm  N -4

This release contains Guidelines prepared 
by the Division of Investment Management 
for registration statements on Form N-4 for 
separate accounts organized as unit 
investment trusts. The Guidelines are based 
on Commission releases and staff 
intepretations. Adherence to these Guidelines 
should speed the examination by the 
Division’s staff of registration statements on 
Form N-4.

The Guidelines are not rules of the 
Commission and, except as noted, represent 
only the views of the staff of the Division, not 
the Commission. The Guidelines should be 
read with the Investment Company Act' 
Releases cited in them. The policies stated in 
the Guidelines may be changed if necessary.
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Guide 1. Name of Registrant

The registrant’s name must be consistent 
with section 35 of the Investment Company 
Act of 1940 (“1940 Act”), which prohibits, 
among other things, use of a name or title that 
may be deceptive or misleading.

In the Division’s view, the discussion in 
Investment Company Act Release No. 5510 
(October 8,1968) about the proprietary rights 
of an investment company in its name is not 
applicable to separate accounts.
Guide 2. Business History

The registrant should list in the Statement 
of Additional Information all prior names of 
its depositor during the past five years. For a 
.newly organized insurance company, 
registrant should state that the company has 
no prior operating history.
Guide 3. Redemption

Section 22(e) of the 1940 Act prohibits 
suspension of the right of redemption or the 
postponement of payment upon redemption 
of a redeemable security of a separate 
account organized as a unit investment trust, 
for more than seven days after the proper 
tender of the security for redemption, with 
certain limited exceptions. The staff has 
taken the position, however, that redemption 
payments can be withheld for more than 
seven days if necessary to prevent the loss or 
dilution of net asset value that can occur 
when purchase checks are dishonored.‘ The

'F o r a discussion of the conditions under which 
an investment company can delay redemption for
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procedures for obtaining payment upon 
redemption shortly after purchase must be 
disclosed in the prospectus, as should any 
procedures an investor can follow to avoid 
delays in redemption payments, such as use 
of a certified check to purchase the variable 
annuity contract.

To accommodate contracts that provide for 
variable annuity options based on life 
contingencies, rules 22e-l and 27c-l under- 
the 1940 Act (17 CFR 270.22e-l and 27c-l) 
grant exemptions from the redemption 
requirements of sections 22(e) and 27(c)(1); 
Rule 27c-l exempts registered separate 
accounts, their depositors and underwriters 
from the requirement in section 27(c)(1) of the 
1940 Act that periodic payment plan 
certificate be a redeemable security (and 
from the surrender provisions of section 27(d) 
of the 1940 Act) with respect to the annuity 
payment period of variable annuity contracts 
under which payments are based on life 
contingencies.

If there is a synopsis in the prospectus, it 
should show where in the prospectus 
investors can find a description of 
redemption procedures.2

Redemption procedures are frequently 
confusing to investors. Therefore, special 
care should be given to explaining when 
signature guarantees are necessary, and who 
cai>make such guarantees.3
Guide 4. Distribution Expenses

Many registrants are exempted from 
sections 26(a)(2)(C) and 27(c)(2) of the 1940 
Act to permit them to deduct a charge for the 
assumption of mortality and/or expense risks 
from the separate account. In furtherance of 
requests for this exemptive relief, where 
proceeds from explicit sales loads will not be 
sufficient to cover, expected distribution 
costs, many registrants represent that there is 
a reasonable likelihood that the separate 
account’s distribution financing arrangement 
will benefit the separate account and 
contractowners, among other requirements.4 
These representations should be disclosed in 
the Statement of Additional Information.

When special arrangements will be made 
to sell variable annuity contracts to 
customers of depository institutions, possible 
applicability of the Glass-Steagall Act should 
be discussed in the prospectus. The legal 
issues raised by payments to depository 
institutions for their services in this 
connection should be identified, and the 
consequences for the separate account, if 
these issues are resolved adversely, should 
also be discussed.
Guide 5. Financial Statements

The form, content, and presentation of 
financial statements are prescribed by 
Regulation S -X  (17 CFR 210). If financial

more than seven days pendingclearance of 
purchase checks, see Investment Company Institute 
(Pub. avail. May 3,1975).

2 See Guide 7: The Synopsis.
3 Investment Company Act Release No. 7220 (June 

9,1972) (37 FR 12790 (June 24 ,1972JJ.
4 For a discussion of representations by 

applicants seeking this exemptive relief, see 
Investment Company Act Release No. 14190 
(October 11,1984) (49 FR 40879. October 18,1984).
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statements of the registrant are not provided 
because the registrant does not have any 
assets, a statement to that effect should be 
placed before the financial statements of the 
depositor in the Statement of Additional 
Information.
Guide 6. Yield Quotations of Money Market 
Sub-Accounts

For guidance in responding to Item 4(b) and 
Item 21, the registrant should refer to 
Investment Company Act Release No. 13049 
(February 28,1983) (48 FR 10297 (March 11, 
1983)); Investment Company Act Release No. 
11028 (January 28,1980) (45 FR 7578 
(February 4,1980)); and Investment Company 
Act Release No. 11379 (September 30,1980)* 
(45 FR 67079 (October 9,1980)).

Deductions should be pro rated among the 
sub-accounts of the separate account. If the 
deduction is a flat fee charged to all 
contractowners accounts [e.g., $25.00 per 
contractowner account per year), the 
deduction should be pro rated by multiplying 
the flat fee by a fraction the numerator of 
which is the average number of 
contractowner accounts that have money 
allocated to the sub-account and the 
denominator of which is the sum of the 
average number of contractowner accounts 
that have money allocated to each of the sub­
accounts for the same kind of contract (i.e., 
all of the "qualified" sub-accounts or all of 
the “non-qualified" sub-accounts).
Guide 7; The Synopsis

A synopsis provided pursuant to Item 3 of 
Form N-4 should clearly and concisely 
describe the key features of the offering and 
the registrant. The information in the 
synopsis need not be in the order or the 
manner described in this guide, and it may be 
presented in a question-and-answer format.

The synopsis should include: (1) A cross- 
reference to the description in the prospectus 
of how to purchase the variable annuity 
contracts being offered; (ii) cross-references 
to the descriptions in the prospectus of how a 
contractowner (or annuitant) may effect a 
redemption and any penalty taxes that may 
be assessed upon redemption; (iii) the 
maximum percentage load that may be 
assessed against any given amount redeemed 
or annuitized and a cross-reference to the 
description in the prospectus of the 
deductions and expenses; and (iv) either a 
full description of or a cross-reference to the 
description in the prospectus of any "ten-day 
free look" or similar provisions.

The synopsis may include additional 
information, provided that it does not, by its 
nature, quantity, or manner of presentation, 
impede understanding of required 
information.
Guide 8. Administrative Charges

The discussion of any administrative 
charge deducted from the value of the 
contractowner’s account should (1) concisely 
describe how the charge is deducted in both 
the accumulation and annuity periods, (2) 
explain whether the change is deducted at 
the beginning of the contract year for the 
coming year or deducted at the end of the 
contract year for the prior year, (3) describe 
whether the charge is prorated for any period 
(e.g., between the contract anniversary date

and the date of redemption or the date of 
annuitization), and (4) if the administrative 
charge is a precentage of assets, disclose that 
there is no necessary relationship between 
the amount of administrative charge imposed 
on a given contract and the amount of 
expenses that may be attributable to that 
contract.

Any administrative charge that is deducted 
from contractowner accounts and is not a 
charge or expense of the registrant shpuld not 
be accounted for as an expense or otherwise 
included in the determination of net 
investment income of the registrant. Rather, 
the amount of the administrative charges 
should be accounted for, and presented in 
financial statements of the registrant, as a 
reduction of ownership units. Whether the 
amount of such administrative charges is 
separated in the registrant’s financial 
statements from other withdrawal or 
redemption amounts that result in a reduction 
of ownership units depends upon individual 
facts.
Guide 9. Deferred Sales Loads

Item 6 of Form N-4 requires the registrant 
to describe any sales loads. A sales load not 
subject to any contingency should be 
described as a deferred sales lo'ad, not a 
“contingent" deferred sales load. A deferred 
sales load does not become contingent solely 
because the sales load is waived in the event 
of an annuitant’s death or if the registrant 
provides that a given percentage of contract 
value may be withdrawn without imposition 
of a sales load (a ’̂ ree corridor").

The description of any deferred sales load 
(contingent or not) should include how the 
deduction will be allocated among sub­
accounts of the Registrant; when, if ever, the 
sales load will be waived (for example, as 
part of the death benefit or upon redemptions 
by contractowners who are also employees 
of the depositor); and the maximum amount 
of the sales load as a percentage of purchase 
payments received. See rule 6c-8 under the 
1940 Act (17 CFR 270.6C-8) which limits the 
amount of a deferred sales load to no more 
than nine percent of the purchase payments 
received. If the deferred sales load varies 
according to the length of time a particular 
purchase payment has*been invested, the 
description should indicate whether 
withdrawals will be attributed to purchase 
payments in the order in which they were 
invested in the separate account (FIFO) or in 
the reverse order of investment (LIFO).

The description of a deferred sales load 
should also explain whether, in the case of a 
partial redemption, the amount deducted will 
be a percentage of the amount requested by 
the contractowner or the total amount 
withdrawn, and whether the sales load will 
be deducted from the amount requested or 
the amount remaining after the 
contractowner has received the amount 
requested. For example, if the sales load is 
7% and the contractowner has requested 
$100, the description should make plain 
whether:

(a) The contractowner receives $93 and the 
sales load is $7 for a total withdrawal of $100 
[i.e., the sales load is 7% of both the amount 
requested and the total withdrawal and is 
deducted from the amount requested);

(b) The contractowner receives $100 and 
the sales load is $7 for a total withdrawal of 
$107 [i.$., the sales load is 7% of the amount 
requested and is deducted from the contract 
value remaining after the contractowner is 
paid the amount requested); or

(c) The contractowner receives $100 and 
the sales load is $7.53 for a total withdrawal 
of $107.53 [i.e., the sales load is 7% of the 
total withdrawal and is deducted from the 
contract value remaining after the 
contractowner is paid the amount requested. 
Additionally, if the registrant allows 
withdrawal of a given percentage of contract 
value without imposing a deferred sales load 
[e.g., a 10% free withdrawal each year), the 
description of this privilege should indicate 
when the contract value will be computed to 
determine the amount of the permitted free 
withdrawal [e.g., at the beginning of the 
contract year or the date of the withdrawal 
request).
Guide 10. Annuity Payments

Item 8 of Form N-4 requires registrants to 
describe in the prospectus the annuity 
options available under a contract and the 
material factors that determine the level of 
annuity benefits. Registrants should discuss 
variables that impact the level of payments 
such as the age at which payments begin, the 
form of annuity, the frequency of payments, 
annuity purchase rates, and assumed 
investment return. The discussion should 
include any options on the form of annuity 
such as life annuities, term certain annuities, 
joint and survivor life annuities, and any 
other variations. In general, responses to this 
item should include practical narrative 
disclosure. Mathematical illustrations and the 
mechanics of determining annuity payments 
should be placed in the Statement of 
Additional Information, Item 22.

Item 8 also calls for disclosure of the effect 
of assumed investment return. Registrants 
should explain that annuity payments will 
vary to reflect the investment experience of 
the portfolio company and that the assumed 
investment return is a fulcrum rate around 
which variable annuity payments will 
fluctuate to reflect whether investment 
experience of the portfolio company is better 
or worse than the assumed investment return. 
Where annuitants are given a choice in 
assumed investment return, registrants 
should explain that a higher assumed 
investment return will result in a higher 
initial payment, a more slowly rising series of 
subsequent payments when actual 
investment performance (minus any 
deductions and expenses) exceeds the 
assumed investment return, and a more rapid 
drop in subsequent payments when actual 
investment performance (minus any 
deductions and expenses) is less than the 
assumed investment return.

Item 22 requires registrants to disclose in 
the Statement of Additional Information the 
method for determining the amount of 
annuity payments. Registrants should 
disclose how the initial annuity payment is 
determined, and if subsequent payments 
differ from the first, an explanation of how 
the subsequent payments are determined. 
Generally, registrants should explain that the
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amount of the initial payment is determined 
by applying the value of the annuitant’s 
contract as of the date of annuitization 
(adjusted for any deductions) to the annuity 
purchase rate for the annuitant’s annuity 
option, sex, and adjusted age. The specific 
time when the calculation will be made and 
the particular deductions that will be made at 
that time also should be disclosed. 
Registrants should disclose that the amount 
of subsequent annuity payments is 
determined by multiplying the number of 
annuity units credited to an annuitant’s 
account by the value of an annuity unit at the 
time of each payment where (1) the number 
of annuity units credited to an annuitant’s 
account is determined by dividing the amount 
of the first annuity payment by the value of 
an annuity unit at the time of that payment, 
and (2) the value of an annuity unit changes 
to reflect investment performance of the 
underlying portfolio company, adjusted by a 
factor to neutralize the assumed investment 
return. Registrants should disclose any 
deductions affecting the amount of annuity 
payments, and, where applicable, that 
changes in the value of an annuity unit reflect 
deductions of mortality and expense risk 
charges.
Guide 11. Crediting of Contract Values

Item 10 of Form N-4 requires disclosure 
about when initial and subsequent purchase 
payments are credited. Section 22(c) of the 
1940 Act (15 U.S.C. 80a-22(c)) and rule 22c~l 
(17 CFR 270.22c-!) establish standards for 
crediting purchase payments for securities o f  
registered investment companies. However, 
the staff has not objected to disclosure that 
an in itial purchase payment under a variable 
annuity contract would be credited within 
two business days of receipt if the contract 
application and other necessary information 
were complete as received by the office 
issuing the contract, and within five business 
days of receipt if the application and other 
information were incomplete when received. 
Registrants following this practice must 
disclose it and also disclose that, if the initial 
purchase payment is not credited within five 
business days, the purchase payment will be 
immediately returned unless the prospective 
purchaser has been informed of the delay and 
sp ecifically  requests that the purchase 
payment not be returned.5

Additionally, registrants should disclose 
any special procedures for crediting initial 
purchase payments in the case of incomplete 
applications [e.g., allocation of an initial 
purchase payment to the sub-account which 
invests in the money market fund if no sub­
account has been specified).
Guide 12. Automatic Annuity Options

Item 8 of Form N-4 calls for disclosure 
about annuity option choices available to a 
prospective annuitant and the effect of not 
specifying a choice. Registrants should 
disclose any automatic purchase of a fixed 
annuity [i.e., the annuity selection that will be 
made by the company if the prospective

8 The Commission proposed codifying these 
standards in an amendment to rule 22c-l under the 
Act. See Investment Company Act Release No. 
13913 (May 1,1984) [49 FR 19320 (May 7,1984)).

annuitant has not chosen an option). The 
staff has taken the position that an automatic 
annuity involving a fixed pay out of amounts 
that have accummulated on a variable basis 
is not consistent with section 27(c)(1) of the 
1940 Act (15 U.S.C. 80a-27(c)(l)J. However, 
the staff does not object to an automatic 
fixed annuity purchase if the only options 
available under the variable annuity contract 
are fixed annuities.
[FR Doc. 85-14895 Filed 8-24-85; 8:45 am) 
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17 CFR PART 288

[Release Nos. 33-8589- 34-22158; 39-996; 
AFDB-1]

) Primary Offerings by the African 
Development Bank

| AGENCY: Securities and Exchange 
Commission.

a c t io n : Final rules.

s u m m a r y : The Commission today is 
adopting a new regulation specifying the 
periodic and other reports to be filed 
with it by the African Development 
Bank. The regulation is virtually 
identical to the regulations previously 
adopted by the Commission in 
connection with primary distributions of 
securities issued by the International 
Bank for Reconstruction and 
Development, the Inter-American 
Development Bank and the Asian 
Development Bank.
EFFECTIVE DATE: June 25,1985.

FOR FURTHER INFORMATION CONTACT: 
Carl T. Bodolus, (202) 272-3246, or 
Martin L. Meyrowitz, (202) 272-3250, 
Office of International Corporate 
Finance, Division of Corporation 
Finance, Securities and Exchange 
Commission, 450 Fifth Street, NW., 
Washington, D.C. 20549.

SUPPLEMENTARY INFORMATION: The 
Securities and Exchange Commission 
(the “Commission”) today adopted rules 
and regulations specifying the periodic 
and other reports to be filed with it in 
connection with the primary distribution 
of securities issued by the African 
Development Bank (“AFDB” or “the 
Bank”). The regulation, which 
would be designated Regulation AFDB,1 
is virtually identical to Regulations BW,2 
IA;3 and AD,4 which prescribe the

117 CFR Part 288. 
217 CFR Part 285. 
317 CFR Part 288 
417 CFR Part 287

reports to be filed with the Commission 
by the International Bank for 
Reconstruction and Development 
(“IBRD”), the Inter-American 
Development Bank (“IAD”), and the 
Asian Development Bank (“AD’.’}, 
respectively. (These three, along with 
the African Development Bank, may 
sometimes be collectively referred to 
herein as the “Banks”.)5

I. Background

United States membership in the 
IBRD, IAD, AD and AFDB was 
authorized by the feretton-Woods 
Agreements Act, the Inter-American 
Development Bank Act, the Asian 
Development Bank Act, and the African 
Development Bank Act (the “Act”), 
respectively.6 Section 9(a) of the A ct7 
and each of the aforementioned Acts 
provides, in relevant part that certain 
securities issued or guaranteed by each 
of the Banks are “exempted securities” 
within the meaning of section 3(a)(2) of 
the Securities Act of 19338 and section 
3(a)(12) of the Securities Exchange Act 
of 1934.® An exemption is also available 
under the Trust indenture Act of 1939.10 
Despite the exemptions, each of the Acts 
requires the Banks to file with the 
Securities and Exchange Commission 
such annual and other reports with 
regard to such securities as the 
Commission shall determine to be 
necessary in the public interest or for 
the protection of investors.11

The organization and financing of the 
AFDB closely follows thte pattern of the 
other international development banks 
which preceded it. These development 
banks differ somewhat from traditional 
banks. They are non-profit financial 
institutions which do not accept 
deposits or make short-term loans. Their 
shareholders are governments. They are 
organized to make loans fostering

5 Regulation BW was adopted in Securities Act 
Release No. 3364 (January 9,1950). Regulation IA 
was adopted in Securities Act Release No. 4290 
(October 25,1960). Regulation AD was adopted in 
Securities Act Release No. 4889 (December 18, 
1967).

6 22 U.S.C. 288 et seq„ Pub. L. No. 79-171, 
approved July 31,1945; 22 U.S.C 283 et seq.r Pub. L  
No. 86-147, approved August 7,1959; 22 U.S.C. 285 
et seq., Pub. L. No. 89-369, approved March 16,1966; 
22 U.S.C. 290i, Pub. L. No. 97-35, approved August 
13,1981, respectively.

7 22 U.S.C. 290i-9(a).
*15 U.S.C. 77a-77aa (1978 and Supp. V 1981), as 

amended by  the Business Regulatory Reform Act of 
1982, Pub. L. No. 97-261, § 19(d), 96 Stat. 1121 (1982); 
specifically 15 U.S.C. 77c(a)(2).

*15 U.S.C. 78a-78kk (1976 and Supp. V 1981), as 
amended by  theAct of June 6,1983, Pub. L. No. 98- 
38; specifically 15 U.S.C. 78c(a)(12).

1015 U.S.C. 77aaa-77bbbb, as amended, 
specifically 15 U.S.C. 77ddd(4).

11 See note 7. supra.


