26144 Federal Register / Vol. 50, No. 122 [ Tuesday, June 25, 1985 / Presidential Documents

IFR Doc. $5-15380
Piled 8-24-85; 10:49 wmy)

Billing code 3195-01-M

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withdrawn from warehouse for consumption, on or after the date which is 15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.
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DEPARTMENT OF COMMERCE
International Trade Administration

15CFR Part 377
[Docket No. 50688-5098]

Exports of Crude Oil to Canada for
Consumption or Use Therein

AGENCY: International Trade
Administration, Commerce.

ACTION: Final rule.

SuMMARY: On June 14, 1985, 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 lo
Cenada 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 DATE: June 25, 1985.

FOR FURTHER INFORMATION CONTACT:
Rodney A. Joseph, Acting Manager,
Short Supply Program, Room 3876,
UUH e of Industrial Resource
Administration, U.S. Department of
(’.A:nnmferce. Washington, DC 20230,
Telephone: 202/377-3984.
SUPPLEMENTARY INFORMATION:
Rulemaking Requirements

1 Since this rule pertains to a foreign
dliairs 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 ef seg. 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 ef 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, 200, Pub. L. 85-223, as
amended (50 U.S.C. 1702, 1704): E.O. 12470 of
March 30, 1984 (49 FR 13009, April 3, 1884);
Presidential Notice of March 28, 1985 (50 FR
12513, March 29, 1985); Sec. 103, Pub, L. 94-
163, as amended, (42 U.5.C. 6212); Sec. 28,
Pub. L. 83-153, (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 251689, june 18,
1985)

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

§377.6 Petroleum and petroleum
products.

(d) Qb @

(1) T I8

(viii) Exports to Canada for
consumption or use therein. The Group
A commedity 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

Federal Register
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Pipeline Authorization Act and is being
exported to Canada for consumption or
use therein.

Issued: june 20, 1985,
William T. Archey,
Acting Assistont Secretary for Trode
Administration.
|FR Doc. 85-15284 Filed 6-24-85; 8:45 am|
BILLING CODE 3510-26-M

SECURITIES AND EXCHANGE
COMMISSION

17 CFR Parts 230, 239, 270, and 274

[Release Nos. 33-6588; IC~14575; File No.
$7-1007}

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

AGENCY: Securities and Exchange
Commission.

ACTION: Adoption of forms, rule
amendments, and publication of
guidelines,

SUMMARY: The Commission is adopling:
(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 accounis
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
separale 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-1 (17 CFR 239.15,
274.11) under the Securities Act of 1933
(15 U.S.C. 77a ef seq.) (the “1933 Act")
and the Investment Company Act ¢f
1940 (15 U.S.C. 80a-1, et seq.) (the 1940
Act"), for use by separate accounts that
offer variable annuity contracts and that
are organized as management
investment companies under the 1940
Act, and Form S-1 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 pans:
{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-4, a registration form 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-1 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
230.4886), 495 (17 CFR 230.495), 496 (17
CFR 230.496), and 497 (17 CFR 230.497).
Rule 4886 is amended to reflect the three-
part format of Forms N-3 and N4 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 8b-11 (17 CFR
270.8b-11), 8b-12 (17 CFR 8b-12), and
30d-1 (17 CFR 270.30d-1). Rules 8b-11
and 8b-12 are amended to add Forms N~
3 and N-4 to the registration forms
specified in those rules, and rule 30d-1
is amended to add an item of Form N-3
to the items specified in that rule.

The Commission is not amending
Form N-1A (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-1 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”).' 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-1A,?
to the separate accounts.?

‘Inv I Company Act Rel 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. Investmen! Company Act Release
Nos. 13800 (February 29, 1684) (49 FR 8626 (March 8
1684)) and 13947 (May 17, 1084) 40 FR 21938 (May 24,
1084).

*The Commission adopted Form N-1A for use by
open-end investment companies other than separate
accounts of insurance companies. Investment
Company Act Release No. 13436 {August 12 1883)
[48 FR 37928 (August 22, 1983)).

*Separate account is defined in section 2{a){37) of
the 1940 Act (15 U.S.C. B0a-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 N4 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
malerial 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.*

Discussion of Comments

The Commission received seven
comment letters on the proposing
release.® All of the commentators

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

*For u discussion of how this three-part format ¥
designed 1o achleve the goal of prospectus
simplification. see the adopting relense of Form N-
1A. supro note 2.

* Three of the commentators were Jaw firma, wo
were insurance companies, one was a trade
association representing insurance companics. and
one was i consultant to insurance companies. OV
250 comments were included in the comment lethers




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

26147

spported the coneept of providing a
"t gm!. ation form specifically for
separate accounts that offer variable
snnuities. Most stated that they support
sdoption of the concept of a simplmed
prospectus, as first developed in Form
N-1 \ for the separate accounts. The
ommentators offered a substantial
number of 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
tion of the following discussion
uses on the major issues raised by
¢ commentators. It is followed by a
fiscussion of comments on specific
tems of Form N-3 and Form N-4. A
section presents the views of the
Jivision of Investment Management on
mmeats relating to the guidelines to
te forms. Readeérs should see the
proposing release for @ more complete
explanation of the proposed forms.

fing
81

neial Information

In its proposing release, the
Commission requested comment on
sentation of financial information in
Forms N~3 and N-4. The Commission
proposed that the prospectus for both
mansgement and trust accounts contain
ndensed finangial information of the
sepdrale account and that the Statement
[Additional Information conlain other
financial information including complete
fnancial statements of the separate
unt. The Statement of Additional
information would also contain a two-
comparative balance sheet of the
rance company that sponsors the
parate accounts The remainder of the
irance company’s financial
alements could be placed in Part C,
ather than in Part B, if they were made
lable Lo investors upon request and
hout charge.
Five commentators addressed the
posed presentation of the sponsoring
isurdnce company’s financial
stalements, These commentators
proved the principle of placing these
cial statements in the Statement of
Additional Information and in Part C,
nather than in the prospectus, However,
ooe commentator asserted that the
insurer's financial statements should not
be quired at all, arguing that they
would diminish the si "gcance of the
“parate account's ﬁnancial
information. Another commentator
isserted that the purpose of the
Honsor's financial statements is to
“ow its long-term solvency, and that
unce the comparative balance sheets
ire sufficient for this purpose, the
mainder of the financial statements, as
n.’upused for Part C, need not be

)
.

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 shouold be available 1o 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 ohjected 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.* However, like the N-1A, the
instractions for Forms N-3 and N4
prescribe minimal requirements for each
part,? 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, & registrant that
does not wish to make any seclion 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 requiremants, separate account
prospectuses must contain full financial statements
of both the sepurate account and the sponsoring
insurance company, and condensed financial
information for & management account,

In Forms N-3 and N-4, the anly perttion of Part C
that must be made avallable to tavesiors upon
requast is the Insurance company’s financial
statementy therein,

¥ Sew ndopting release of Form N-1A. note &
sipro.

accounting requirements.® Three
commentators favored permitting the
use of statulory 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 favering statutory
financial statements said that they
present & 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 adopied, the Commission
will permit the use of statutory financial
statements by life insurance companies
that would be required to prepare CAAP
financial statements solely for inclusion
in a separate account registration
statement.*

in the proposing release, comment
was requested on whether other
information on the financial condition of
the sponsoring insurance company
shouid 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 then
securities ratings. The Commission has
determined not to require this other
information.

Simpliffed 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 lifo | panies and their
wholly-owned stock insurence compoany
subsidiaries are currently permitted to use financial
statements prepared in nccordance with statutory
accounting requirements, Rule 7-02 of Reg. S-X (17
CFR 10.7-02).

*This use of statutory financials is being
parmitted solely to relieve the disclosurs burden
upon this group of registrants and their sponsotiog
insurance companfes. The Commission staff hus
upon request, permittod certain of the affected
Insurance COMpuies 10 use statutory finuncials. To
promote tency in financlal reparting, the
Commission does not believe it is appropriate to
permit  broader cluss of insurance companies to
use statutory financialy. Rule 7-02 permitted mutosl
life insurance compunies 1o use statutory financials
in 1681 because GAAP had not yet been developed
for them. Accounting Serles Release No. 301,
[Relpase 35-8357] (October 21, 1081) {46 FR 54332
{November 2, 1961)). The Commission noted at that
time the hroad use of and acceptance of GAAP
staloments for investor reporting services.

The permilted use of statutory financials will be .
ipdicated by instruction to the appropriste jtem in
vach form. The Commission is not amending Rule 7~
02 of Reg. S-X, supro.
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recommendations have been adopled.
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.
inforntation 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 itis 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-1A 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.

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-1A. The Commission
believes that the undertakings are
warranted to ensure thal 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-1A.

The Commission is adding an item in
Forms N-3-and N-4 that will require
registrants lo 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 N4

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 join!
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.

General Instructions to Forms N=3 ond
N-

1. Use of the Forms, Forms N-3 and N<

As proposed, Forms N-3 and N-4
would be used for all separate accounts
offering variable annuity contracts
which are registered under the 1930 At
as managemen! investment companies
or unit investment trusts, and for
insurance companies offering variable
annuity contracts funded by separats
accounts that are excepted from th
1940 Act by section 3[c){11) (15 U.S.C
80a-3(c)(11))."° One commentator, while
agreeing that the new forms are more
appropriate for the latter group of
issuers than the S-1, upon which they
must currently register, suggested tha
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
issuers. The Commission has adopted
this suggestion, and is adding paragraph
(f) to rule 486 to accommodate al
issuers that can use Forms N-3 and
N-4.1

* Section 3{c)(11) provides that the followinz an
excepted from investment company status under e
Act:

Any employee's stock bonus, pension. or profin
sharing trust which meets the requirements for
qualification under section 401 of the Internal
Revende Code of 1954 or which holds only asfe
governmental plans . . .5 or uny collective trust
fund maintained by a bunk consisting solely of
assets of such trusts; or aoy separate nccoun! the
assels of which are derived solely from (A)
contribulions under pension or profit-shanng
plans . . . (B) contributions under governmentsl
plans in connection with which interests.
participations, or securities are exempled froo the
registration provisions of section 5 of the Securitin
Act of 1833 by section 3{a)(2)(C) of such Act. and
(C) ndvances made by an insurance company i
connection with the operation of such sepurite
account 2

" Rule 486 provides procedures for the sutomal
effectiveness of post-effective amendiments I«
registration slatements for offerings by reg/stve/
separate ac@unts. The separale acoounts excepisd
from the 1930 Act by section 3(c){11) will not be
registered separate accounts, and therefore, in 52
absence of the amendment adopted herein. would
not be permitted (o use the procedures (n the role

Although this amendment to rule 386 was 10!
specifically proposed, the proposing releass
indicated thal rule 486 would be amended to
provide its sutomatic effectiveness procedures fet
registered separate accounts uning Forms N-3 ard
N-4. The proposing reledse also Indicated that
Forms N-3 and N-4 would be availuble for use I3
noo-registered separate accounts. In addition.
camment, mentioned above, to amend rule 456 10
permil its use by non-registered separate accoons
indicates that the amendment was within the scop
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
nsurance products in the nature of
an mnier. {such as funding agreements
for discrete projects) that use separate
sccounts for accumulations or
iyments. The Cammission is not
extending use of Forms N-3 or N-4 to
other igsuers at this time. The forms
would be inappropriate for variable life
nsurance or funding agreements since
they were designed specifically for
variable annuity contracts.

One commentator suggested that a

strant that no longer offers or solicits
the purchase of variable annuity
contracts funded through a separate
count should be permitted to use an
xisting registration form, the N-1 for
management accounts and the S-6 for

st accounts, for the annual update of
is registration statement. Where a
registrant is required to maintain a
current prospectus for variable annuity
toniracts that itno longer offers, the
Commission has no objection to the
continued use of Forms N-1 or S-6 for
the registrant’s annual update. However,
the Commission sirongly encourages
registrants in this situation to convert to
Forms N-3 or N4, as applicable. The
Commission believes that the simplified
formal is beneficial to existing

ontractowners as well as prospective
investors, Moreover, the savings in
printing costs for the shorter prospectus
may offset a registrant’s cost of
conversion,

I'he commentator further observed
that several registrants thal have ceased
ing any contracts, or have ceased

ffer ;txg some contracts funded by a
separate account while continuing
others, no longer maintain current
rospectuses with respect to the
discontinued contracts.** The
commentator cited no-action letters that
permit several trust accounts te refrain
from maintaining and delivering a
current prospectus, subject to certain
tonditions. The commentator suggested
that the Commission codify those
conditions In @ rule,’* The Commission

"

*1he requirement 1o maintain a current
sraspectun iy from section 10()(3) of the 1833 Act
W US.C 77 {a)9)). which requires that a
rospectin used mare than nine months after the
2 date of the registration statement shell not
information more than 16 months old.
. »#. Lotter to Educators Life Insurance
Lompany of America Sepurate Account A, Ref. No.
7-1P-35 (pub. avall. August 1. 1677); Letter 1o
rgton National Insurance Company Variahle
lizds A & B, Ref. No. 27-IP-55 {pub. avail. May 17,
18] (discontinued Individual contracts, but
Gomtir d solling group contracts}; Letter to
“estors Life Insurance Company of North
Ame: ca, INA/Putnam Separate Account. Ref, No.
A2-56-17 (pub. avall, October 12, 1882). 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.'* 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 malter.

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

One commentalor 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 1840 Acl. An
existing registrant that converts from
Form N-1 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 "varable annuily 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 Jeiters wus thal contractowners
recelve a curren! prospectus, periodic reports, and
apy proxy matenals from the underlying portfolio
companies in which the trust accounts invested. See
also Fidelity Fund Accumulation Plan, t. al, Ref.
No, 79-180-CC {pub. avail. July 27, 1679)
[contractual plans not funded by o separste
sccount).

“Saction 2{a){27] of the 1940 Act [15 US.C. #a-
2{a){27]] defines “periodic payment plan certificate”
as

{A] any certificate, investment contract, or ather
security providing for a series of periodic payments
by the holder, and representing an undivided
Interest in certaln specilied securities or in ¢ unit or
fund of securities purchased wholly or partly with
the proceeds of such payments und (B) any security
the Issuer of which is also issuing securities of the
character described in ciause (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
secarities provide.

4. Documents Comprising Registration
Statemen! or Amendment, Forms N-3
and N4

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 fidopting this
recommendation because it would be
inconsistent with Rule 411 under the
1933 Act (17 CFR 230.411).'* Any person
should be able to retrieve from the
Commission's filing system a
registration statement that includes a
prospectus, and the recommended
pracedure 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 N4

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

'*Rule 411 describes circumstances under which
information may be (ncorporated by reference in a
prospectus, and it does not extend 1o pérmitting
incorporation by reference of an entire prospectus
Further, the rule prohibits incorporation by
reference where it would render a statoment
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)).

Information Required in a Prospecitus

6. Item 1 of Forms N-3 and N-4—Cover
Page

In response to & 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-1A, 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 staff’s experience, it is
quite rare that a registrant amends the
text of its Statemen! 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-1A, and suggested a higher one since
Forms N-3 and N-4 would reguire
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 received
about the requirement that any
prospectus not containing a synopsis
highlight information on the following
characteristics: a sales load imposed
upon annuitization or redemption, &
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-1A. 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
contex! 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 Information

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 accoun! registrants

" A discussion of the mspects of Item 4 thst relate
only to Farm N-3 follows this discussion. See

paragraph 10, infro.

use more than one prospectus to offer
different contracts.

The Commission has considered thes
comments and recognizes that the issue
is difficult because & wide variety of
methods have been used to register
variable annuity contracts. However,
the starting point for determining
appropriate presentation of financia!
information is the registration stalemen),
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.*” 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.** 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 tha
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," To relieve the

* Whaere n prospectus offers u variety of contrach
that are represented by different classes of
sccumulation units, registrants ofton must exercise
thelr judgment, subject to the requiremenis of 1
forms and appropeiate disclosure stundards. on hos
to disclose condensed financinl information fully
white making it understandable for resders
However, many registrants have bean successi'ly
presenting thie type of disclogyre for years oo fom
N-1. Adoption of the new forms does not. (el
introdisce this issue [excep! for trust aceounts for
which the condensed financial information
requirements ure abbrevisted).

Two commentators requested guidance oo
appropriate arganizstion of the table presenting
condensed financisl information for particuls:
characteristics of certain registrants. These speciic
types of issues must be addressed on 4 case-by-ca
basis and are not sppropriate for inclusion in this
discussion or in the forms,

“ Of course, these disclosure requirements do !
apply 1o registrants that nesd not maintain a curres!
registration ot deliver a current prospectus for
discontinued contracts in rellence upan no-acion
letters such as those cited in note 13, supro.

* Indeed. some ts that have been sclling
& contract for years have added a new contract by
means of o post-effective amendment.
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confusion in this area, the Commission
recommends that in the future,
registrants use a separate registration
gnder the 1933 Aot for distinct contracts,
¢ven where they are issued by the same
registered separate account®

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
uny separate account having a money
market component. The Commission
noted in its proposing release that under
-urrent forms yield quotations for trust
accounts are disclosed only by the
underlying money market fund and'not
liy the trust account. The proposed
requirement was intended to show
meney market yield for trust accounts
net of charges at the trust account level,
and to permit investors lo compare
performance of the money market
components of sgparale 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
losure to that required for mutual
funds which, unlike variable annuities:
are purchased and sold on the basis of
short-term yieids. One commentator
stated that yield quotations were
Included in Form N-1A for mutual funds
tha! wanted to advertise on the basis of
yield. 2 The Commission has deleted the
yield requirement since il is
insppropriate 1o single out return of
money market partfolios for disclosure
to the exclusion of other types of
portiolios.* However, the forms will

Tte Comminsion recognizes that the provisions
ne variable annuity contracts may vary
dighily depending upon how the contracts are used
0ot suggesting thal every contract variation
101s sepitate registration under the 1833 Act.
Fue inatance, miny annuity contracts are designed
foines different types of deferrod compensation
and they may vary depending on the type of
undd the requirements of the Internal Revenoe
Code. Howover, other differences botween
icts, auch as single premium v. floxible
piestem or group v individusl contracts, are more
Bistinct and may warran] separala registralion,
(learty, where different prospectuses are used 1o
sell dintinet contracts, the contracts should be
rrod sepamtely under the 1932 Act.

" These advertisements are permitted porsuant o
rule 462 imder the 1933 Act (17 CFR 230.442). Such
1cvertisements are technically “omitiing
prosper !'Jcto,n" under section 10(b} of that Act (15
LS C724bY

" The Commission continues to believe that both
ust ncoounts and management accounts should bie
fiect to the same requirements on disclosure of

strmenl retumn 1o permit comparison of
performance, and proposals toward this end nuy be
lorhcoming in the future. As suggested by a

mimentator, an instriction has been added lo
indicate that disclosure of the method of calculuting
Yield iy be placed in the Statement of Additional
Harmalion,

nt

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 ta require that a registrant
include long-term United States
government securities as long-lterm debt
securities in the calculation. The
instructions to this formula have been
modified to clarify the treatment of put
or cail options for purposes of the rate
calculation.®

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 N4
has been amended to, among other
things, clarify disclosure of 318
treatment of the income, gains, and
losses of the registrant vis-a-vis ils
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
managers' responsibilities are derived
from the 1840 Act, the item has been
simplified to request a desaription 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,

= These changes conform swith the partfolio
turnover rite as recently proscribed in Form N-SAR
(17 CFR 274.101). the semi-annual reporting form for
registered investiment compénies, and recently

proposed for comment for Forma N-1A and N-2. See

Investment Company Act Reloase No. 14209
{January 4. 1885) (50 FR 1442 {January 11, 1965))
(adopting releass for Form N-SAR) Investment
Company Act Relcase No. 14080 (August 6, 1963) (49
FR 32570 (Auvgus! 14, 1064)) (proposing release for
Form N-SAR); Invesiment Company Act Release
No. 14300 {January 4, 1985) (50 FR 1542 {January 11,
1985}) {propaosing release for amendments of
portiolio turnover rate calculation for Forms N-1A
and N-2).

coniractowner accounts, or assets of the
registrant. One commentator argued that
disclosure of details on how various
deductions are computed ghould go in
the Statement of Additional Information.
The Commission is not adopling 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 materizl 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.* In February of 1885, in
connection with the adoption of rule
22d-1 under the 1940 Act,® the
Commission requested comment on
whether rule 22d-2 should be
rescinded.® Rule 22d-2, first adopted in
August of 1975 (and formerly numbered
rule 22d-3), permits registered separate
accounts issuing variable annuity
contraclts 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.” In both Forms N-3
and N4, 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. In
response o several comments thal 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.*

» Sectlion 22(c) (15 U.S.C. 80a-22{d)) requires that
redeemuble securities of registered investment
companies be sold to the public only at # current
public offeriag price deseribed in the prospectus.

= Rule 224-1 permits registered [nvestment
companies that issue redeemable securities to
establish scheduled variations in their sales loads.

= [nvestmen! Company Act Reléase No. 14390
[Februury 22, 1985). (50 FR 7909 (February 27, 1985)).

¥ Sepitrate accounts that are registered
Investment companies miy rely upon both rule 22d-
1 and 224-2 for exemptions from section 22(d).

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

Continped
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This revision is consistent with current
staff disclosure standards for mortality
and expense risk charges. Further,
consistent with Form N-1A, 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-1
under the 1940 Act (17 CFR 270.12b-1).>»

Proposed Forms N-3 and N4 required
disclosure of sales load as a percentage
of the public offering price of varinble
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.”

Several commentators objected to a
requirement in propased Form N-3 that
a registran! 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
Commiission proposed to consolidate all
expense information in the same item in
Farm N-3 s0 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.® Further, the

oxpenzes may change over time. If proceeds from
this charge go 10 an insurance company’s genaral
account, they may be used, inter alio, for
distribution expenses of the registrant that are paid
from the general sccount. See Investment Company
Act Releage No. 14190 (October 11, 1984) (48 FR
40870 (Ociober 18, 1984)) [proposing rule 26e-3
under the 1940 Act and describing these risks and
churges).

» Rule 12b-1 suthorizes open-end investment
companies to adopt pluny pursuant to which fund
nssots may be uned 10 pay for distribution expenses

Expense disclosure for Forms N-3 and N4 may in
the future be modified 10 add a tabular presentation
showing the amoun! of expenses and expanses as &
peroentage of net assets, among other things, This
was recently proposed for Form N-1A. Investment
Company Act Release No. 14230 (November 6. 1284)
(49 FR 45172 (November 15, 1084)).

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

* This disclosure is consistent with the recent
propowal to amend Form N-1A to consolidate all
expunse related information and add o Wabular
presentation setting forth expenses, which would
include a caption on expenses as i percentage of
el 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 anulogous to that of
management accounts.™

14. ltem 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 1o 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 bath 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 déscribed
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. ltem 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 & contract's annuity
period and how firsf 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 0, 1984) (46 FR 45172
[November 15, 1984))

= The Commission is adopling this expense
disclosure requirement for Form N-4 and is also
adding to Form N4 a requirement to disclone
whether. and, if 50, how, & registrant’s
organtzationial expanses will bp paid oul of its
nsscts. While these requirements on expense
disclosure were not specifically propased for Form
N-4. they waere specifically proposed for Form N-j
und were within the general scope of the proposal
for which public comment was solicited. Furthes,
while the proposing release suggested that
disclosure by management and trust accounts need
not be entirely identical, it clearly indicated the
Commission's inten! to adopt forms that would be
ossentinlly comparable.

under annuity options, of possible
annuity commencement dates,
frequency of payments, the effect of
assumed investment return, and rights 1o
change annuily options,

As suggested by one of the
commentators, an item is being added
the Statement of Additional Informatioy
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 «
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 disciose
the forms that a death benefit may
take,* asserting that this disclosure is
not required formutual funds on Form
N-1A and that the written contract {os
variable annuity will describe the forms
af the death benefits. The Commissi
has retained the death beaefit disclosur
in the prospestas as proposed since i1 [
a significant feature of many variab!e
annuity contracts and one that many
investors might find important. While i
is true that the forms of the death
benefit will be described In a contract,
the prospectus is the docament by whir
securities are offered, snd all materin
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 purt
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 uni!
The adopted version, as suggested by
commentator, seeks an explanation of
how purchase payments are credited (o
a contract, not of public offering price. l!
also requires an explanation of how
accumulation unit value is determined

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

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

" This refers to a beneficiary’s oplions for
roceiving procacds. such a8 o lump sum distribatico
or, a2 many registrants offer. the annulty paymen!
options that were available to the annuitant under &
coniract,
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commentator, The proposed items
required & 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
registran! to describe briefly the tax
consequences of investing in the
variable annuity contracts being offered.
In response to @ comment, an instruction
has been added to state that a registrant
need nol 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
becsuse many purchases of annuity
contracts are motivated by tax
considerations.

This ftem 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 stalement that a registrant's
operations will nol be taxed separately
from those of its sponsor. This
instruction has been deleted to conform
with tax law chunges made in the
Deficit Reduction Act of 1984.7¢ The
modified forms do, however, require a
brief degcription of the impact, if any, of
taxation upon the determination of
sccount 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
n the forms to “briefly describe” tax
consequences might not accommodate
this mare detailed disclosure. The
commentator requested that the
Commission facilitate coordinating
these disclosure requirements.

** The Deficit Reduction Act, Pub. L. 98-369, 88
STAT 424, provided that an insurance company’s
basie in thee assets underlying all variable contracts
wiil be adjusted for appreciation or depreciation,
thereby eliminating torporate level capital gains tax
fur the (nsurance company attributable to the
tezregated 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—Information Required in o
Statement of Additional Information

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 Statemen! of
Additiona! Information state the date of
this related prospectus on its cover
page. Several commentators were
opposed to this requirement. 3%

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

The propesed 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.

3% Sew paragraph 6, suprg, the discussion of the
cover page of the prospectus for Forma N-3 and
N-4.

22. ltem 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-1 of the 1940
Act, under which a registrant could
incur expenses for the distribution of its
securities.™ This will conform disclosure
for separate accounts that have adopted
plans under rule 12b-1 to that of mutual
funds on Form N-1A.%

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

A paragraph has been added to this
item that seeks disclosure of
acquisitions by a managemen! account
of securities issued by its regular
brokers or dealers.® 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 12d3-1
under the 1940 Act (17 CFR 270.12d3-1),
which permifs investment companies to
acquire securities issued by brokers,
dealers, and other securities
businesses. £

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 tolal offering price, %

* Set note 20, supra.

¥ Other changes bave been made to this item 10
replace the term teansfer ngent with o more
gensralized description, und to clarify disclosure of
chunges in contract with parties that provide
management-related services.

“ A regular broker or dealer is defined (o rule
10b-1 under the 140 Act {17 CFR 270.10b-1),
essentially, as one of the ten brokers or dealors that
receivaed in the past year, the greatest amount of an
investmant company’s brokerage commissions or
porifalio transactions as. principal, or that sold the
largest amount of the investment company’s
securities. See Inveatment Company Act Release
No. 14192 [October 12, 1964) (48 FR 40669 [October
17, 31984)) [adopting relense).

* In its adopting release for rule 12431, the
Commission stutad that it would require thiy
disclosure in Forms N-3 and N-4 upon adoption.
Investment Aot Release No. 14008 (July
13, 1984 (49 FR 26382 (July 20, 1884)). See afso
Investmant Company Act Relense No, 13725
(January 17, 1084) (40 FR 2012 (January 24, 1084))
{proposing release, in which the Comminwion
requested comment on proposed disclomure
requirements for all types of investment companies),

*See the text of the discussion on the “Stmplified
Prospectus,” supro.
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the item has been revised lo 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 securilies
are offered to the public, including any
special purchase plans and exchange
privileges not described in the
prospecius.

As propused 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 mus!
describe the effect of an exemptive
order or rule that permils it to use
amortized cost valuation or penny-
rounding pricing.*’ 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. ** 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 o 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 preposed Form N4, disclosure
of essentially the same information on
underwriters was sought in different
items.® It has been adopted in both

Y Rule 2u-7 under the 1840 Act permits
investment companies, subject to enumerated
conditions., to value portfolio securiting by use of the
smortized cost valuation method or to compute
currant price per share by rounding the net assot
value par share 1o the nearest one cent. See
Investment Company Act Release No, 13380 (July
11, 1083} (48 FR 32555 (July 18, 1983)) the sdopting
reloase of rule2a-7, for a description of these
methods and & description of the rule. Prior to
sdoption of the rule, many investman! companies
obtained individual exemptive orders permitting
amortized cost valuation or penny rounding,

“ Sag Investment Company Act Release No, 9786
(May 31, 1977) (42 FR 28099 (June 7, 1877)), in which
the Commission stated it will not object if certain
investment companies value debt securities with
remaining maturities of leas than 60 days ot
amortized cost, if done in good faith and uuless
particalar circumstances dictate otherwise. 8ut seo
Lotter to Benchmark Tux-Exempt Fund {pub, avail
July 28, 1963} (asserting, in substance, that an
investment company may not rely upon Release
9738 ([ it relies upon an exemplion to use amortized
cos! or penay rounding).

© Soo Itoms 10(c). 268{c) and 26{e) of proposed
Form N-4. supre note 1. Consolidating the
disclosure in one item for Formy N4 some
Information that was proposed for Part C in the
Statement of Additional Information. See a/so, Form
N-1A (information on underwrilers 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.

28, Item 27 of Form N-3 and Item 23 of
Form N-4—Financial Statements

Among the financial statements
required for Forms N-3 and N4, 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—0Other Information

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 issved,

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 annuity contracts,** and the
itern 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 insiruction to the item
has been added stating that the required
information need onlgsbe provided for
certain designated execulive officers
and for officers and direclors engaged in
activities relating to the registrant or its
variable annuity contracts.*®

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 reguired a lis!
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 90 of the proposed
guldelines for Form N-3 and in Guide 15 of (he
proposed guidelines for Form N-4. See the
proposing release, supra note L

4% This instroction is modeled afler Exchange Ac!
Release No, 5389 [ August 29, 1968), which set forth
the officers and dirsetors thiat must be listed by an
insurance company to register as a broker-dealer 00
Form B-D., A similay limitation on the persons (vr
wham information need be given has been
incorporated {n llem 33, Business and Other
Connections of the Investment Adviser, and Item 34
Principal Underwriters, of Form N-3 und in the
paraliel 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
Acl,

30, item 31 in Form N-8 and ltem 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
reglstrant proposed to raise its initial
capital pursuant to section 14{a)(3) of
the 1940 Act (15 US.C. 80a-14(a)}(3)).
One commentator asserted that this
undertaking should be deleted since an
exemption from this section Is available
lo separate accounts in rule 14a-2 under
the Act (17 CFR 170.148-2). In response
to this comment, and in light of the fact
thut 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
4n undertaking to file a post-effective
amendment as frequently as necessary
1o ensure that the audited financial
statements in the registration stalement
are never more than 16 months old. A
commentator said this undertaking
should be deleted, asserting that section
10{a) of the 1933 Acl requires updating
of finuncials already if an offering is
veing made, and that compliance would
be burdensome and inconsistent with
rresent 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.*®

*“The adoption of this requirement is not

miended to negate the validity of previously granted  +

no-action positions. Sew discussion at pote 13,

Supro.

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 simpiified
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.*

Port A—Information Reguired 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 not valid unless preceded or
accompanied by the prospectuses of a//
of the underlying funds in which s
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
stalement and determined not to require
it on & 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
beligves 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. ** Of course, delivery

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

*“If un affer to invest in any or all of the
underlying portiolio 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 US.C. 77e(b)[2)).*

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
registran! 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.™

Costs and Benefits

In its proposing release, the
Commission stated that Forms N-3 and
N-4 are Intended 1o 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

prospecius must mee! the requirements of section 10
ol the 1833 Act. See sectiony 5ib)(1) 15 LS.C.
77e{b){1)) and 210) of the 18933 Act {15 USC
77[b}{10]). The proposed cover page statement
contempiated thut o description of a portiotia
company in a trust account prospectus wondd be
treated as a prospectus under section 2{10) of the
1833 Act. unless it wan proceded of accompanied by
a prospectus meeting the requirements of seition
10(s) of the 1933 Act (a “statutory prospeciuy’). See
section 2{10] of the 1633 Act. The description would
therefore (if not proceded or accompanicd by
stalutory prospectus) violale section 5{b}1) of the
1833 Act. which requires that any proxpecius used
to offer a secunty for which a registration statemen!
hax beea filed must meet ko reguirements of
section 10 of the 1938 Act. The Commission,
bowever, believes the description may be structared
as an omitting prospectus complying with section 10
for parpases of section 5{b){1), See rule 452 under
the 1983 Act [17 CFR 230.462) [under which certain
advertisements by investmin! comparies are
dreemed omitting prospectuses), Therefore. the trust
Account pragpectus containing the description may
be sent or given 10 an (oveslor prior 1o, or of the
same time a8, u statutory prospectes for the
portfolio companies

““This soction requires that & statutory
prospectus mus! Recompany or precede any security
carried by meins of interstate commerce for the
purpose of sale or for delivery after sale. Further, If
4 trust gecount affers exchunge privileges permitting
8 contractowner to chunge his or her investment
from one underlying fund to another, then the
siatutary prospectus of the fund into which a
contractowner switches must be delivered prior 1o
or upon the exchange pursuant o section 5{b){2) of
the 1833 Act {15 US.C. 77{edbi{=)

* 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 raperwork 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-1, N-8B-2, and 5-6
for insurance company separate
accounts funding variable annuity
contracts. To permit the Commission
and the indusiry 1o 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-1 and S-6
only if they no longer offer the contracts
1o new purchasers,® However, the
Commission encourages regisirants lo
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-1, N-8B~2, and 5-6
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-11, 8b-12, and 30d-1 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. 778, 77}, 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).

Guldelines 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
Invesiment Management (the “staff"') to
assist in the preparation of Forms N-3
and N-4, Of the seven comment lelters
the Commission received on proposed
Forms N-3 and N4, five also discussed

¥ Registrants converting 1o Form N-3 or Form N-4
from one of the existing forms should not file the
post-eifective amendment 1o become avtomatically
eifective under rule 486{b) (17 CFR 230.486{b)}:
rather, registrants should use the procedure in rule
an6(a).

the guidelines, None of the five
commentators opposed the guidelines,
and all of the comments addressed
specific substantive {ssues,

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 doés 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 lo
Proposed Guidelines lo 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. Il 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 for 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 year. 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 purt of the guide but it has been
modified lo 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 separale 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 permil 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 stalf
believes the information is material.
Accordingly, this guide is being retaine
as proposed,

A discussion on repurchase
agreements 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 gulde stated that
new separate accounts other than
money market separate accounts shou!
estimate the rate of portfolio turnover
they would not exceed. Cne
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 Guidélines 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 portiolio turnover for
each of the past two years. One
commentator queslioned this statemen!
in light of the requirement in Form N-3.
Item 4, o 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 senier securities: Guide 7—1he
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 .
p.‘uposed.

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
no! 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

I'his guide has been removed since
the Deficit Reduction Act of 1984 has
effectively eliminated capital gains tax
1o 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 10 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-8—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-
idccounts 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 unvsual 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
Separale Account

As proposed, this guide stated in part
that the prospectus should describe the
responsigilitics 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 s 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 fundamental
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 ltem 6 of
Form N-3 requires a registran! to stale
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 ltem 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
redemplion 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,™ 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.® A description of rules 22e-1
and 27¢~1 under the 1940 Act [17 CFR
270.22e~1 and 270.27¢-1| has been added
to the guide. These rules exempt
registrants from the 1940 Act's
redeemability requirements during a
payout period with respecl to variable
payout options based upon life
contingencies,

One statement in this guide provided
that registrants must disclose in the
prospectus procedures for obtaining
paymen! upon redemption shortly after
purchase. A comméntator 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 relaining
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 N4,

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

“Seation 27[c)(1] requires that periodic payinent
plan certificates be redeemable securities

W See in the Matter of The Prudential Inseronce
Compony of Americe, 41 S.E.C. 335 (1863), offirmwed
sub nom., Prudential Insbronce Co. of Americo v.
SEC. 326 F.2d 353 (3d Cir. 1964), cert. denied, 377
U.S 953 11964).
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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 linancial services industry in recent
vears.

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 1o 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
N4
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
taxution 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 thal 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
commentaior, to sugges! disclosure that
there is no necessary relationship
between the administrative charge
imposed on a given contract and the
amount of expenses that may be
atiributable to that contract. This guide
has been published in final form as
Guide 32 in the Guidelines for Form N-3

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 conltract
value may be withdrawn without
imposition of a sales load. The guide has
been renumbered Guide 33 and Guide 8
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 Cuidelines for Form N—4—Annuity
Paymenls -

This guide, renumbered Guides 34 and
10 in the published Guidelines for Forms
N-3 and N-4. respectively, has been
largely rewrilten 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 ina
practical, narrative fashion, and it
discusses approrpriate disclosure where
annuitants are given a choice of
assumed investment returns in the
annuily 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
fext 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 inferest
rates, described in the adopled 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

proposed Guide 12 of the Guidelines for
Form N-4 bave been deleted.

17. Proposed Guide 39 to the Guidelines
for Farm 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 ammuity with
@mounts 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 1o be redeemable securities.
One commentator opposed this position
asserting that an automatic fixed
annuily 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
partivipants select a fixed annuity.

The staff continues to believe that s
contract with an automatic fixed
annuity feature is not a redeemable
security and is therefore inconsistent
with section 27(c}(1).%* 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 ennuitant’s
intentions in the absence of express
authorization. Where variable and fixed
payout options are provided, the staff
believes that an automaltic 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
annuitan! to determine his or her choice
of an annuity option. This guide has
been published in final form as Guide 35
in the Guidelines for Form N-8 and
Guide 12 in the Guidelines for Form N

18. Proposed Guide 40 in the Cuidelines
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 (o state more accurately the
opinion of counsel required for the
registration statement. The guides had

M Section 2{u){42) under the 1940 Act defines o
redeemable security as a security under which the
halder is entitied Lo recelve approximately his
propertionate share of the tsguer's current nef assen
upon preseatation of the socurity o the issuer.
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served to explain the proposed
undertakings, but the explanation is no
longer necessary.

Guidelines for Form N-4

rhe 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
nvest. The policy on the prospectus
delivery requirements for trus! accounts
has been changed so that only the
prospectuses of the underlying portfolio
companies in which an investor invests
need be delivered.®* This guide has
been deleted.

List of Subjects
Parts 230 and 239

Reporting and recordkeeping
requirements, Securities.

Parts 270 and 274 3

investmen! companies, Reporting and
recordkeeping requirements, Securities.

Text of Rules and Forms

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

I'he 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: Seclions 230.400 to 230,489
is2ued under the Securities Act of 1933, as
imended, 15 US.C.77a et seg. * * *

Note~In §5 230.400 to 230498, the
numbers {o the right of the decimal point
orrespond with the respective rule number
in Regulation C, under the Securities Act of
1933

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

2230.482 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

This is discussed in the Conimission release in
the section on the cover page of Form N

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 computation
prescribed in Form N-1 (set forth in

§% 239.15 and 274.11 of this chapter),
Form N-1A (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 274.11¢ 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)
& 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~1, 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 flled 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
mos! 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 separale
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 1840 (15 U.S.C. 80a-2{a)(37)), where
the separate account need no! register
under the Investment Company Act of
1940 pursuant to section 3(c)(11) thereof
(15 U.S.C. 80a-3(c}{11)).

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

§230.495 Preparation of registration
siatement.

(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 lien
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-1A, Form N-
3, or Form N4, 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 such 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 Paris A or
B shall also be filed 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 8 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.

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

§230.497 Filing of prospectuses—number
of coples.

(c) For investment companies filing on
Form N-1A (§ 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-1A, 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,
logether 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: The Securities Act of 1933, 15
USC.77aetseq. * * *

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
trusts.

Farm N-4 shall be used for
registration under the Securities Act of
1933 of securities of separate accoun!s
that offer variable annuity contracts and
which register under the Investment
Company Act of 1940 as unit investment
trusts, 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 (§ 274.11¢ 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-1 et seg.

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

§270.8b-11 Number of coples-signatures-
binding.

(b) In the case of a registration
statement filed on Form N-1A, 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-1A, Porm N-
3, or Form N-4, Part C of the registration
statement shall be filed on good quality,
unglazed, white paper, no larger than
8% 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-1 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-1, instructions 5
and 6 of Item 23 of Form N-1A, Item 20
of Form N-2, or llem 27(a) of Form N-J)
except that the initial report 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
1840,15 US.C. 80a-1 et seg. * * *

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 {o register.as
management investment companies.
This form shall also be used for
registration under the Securities Act of
1933 of the securities of such separate
sccounts (§ 239.17a of this chapter).

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

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

Form N4 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.
£05(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~11, 8b-12, and 30d-1 under the
1840 Act, if adopted, will not have a
significant economic impact on a
substantial number of small entities. No
comments were receéived on that
certification.

By the Commission,

Shirley E. Hollis,
\ssistant Segretary.
June 14, 1885,
Note.—~Forms N-3 and N~-4 and the

guidelines for such forms will not be shown
in the Code of Federal Regulations.

Forn N-3—Registration Statement Uader the
Securities Act of 193300

Pre-Effective Amendment No, ——0O

Po :‘!-F.i fective Amendment No. ———0)
and/or

Reglstration Statement Under The Investment
Company Act of 1940 0

Amendment No,
(Check appropriate box or boxes.)

[Exact Name of Registrant)

(Name of Insurance Company)

[Address of Insurance Company's Principal
Executiva Offices)

{Zip Code)
Insurance Company's Telephone Number,
including Arean 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

— 80 days after filing pursuant 1o
paragraph (a) of Rule 486

on {date) pursuant to paragraph (&) of

Rule 486

CALCULATION OF REQISTRATION FEE UNDER
THE SECURITIES ACT OF 1933

Title of A Proposed  Proposed Am:n
socunees D00 ooring
,.'mm g fepstored  pace per i

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
msinlcrfng an indefinite number of securities
er the Securities Act pursuant to
lnvument Company Act Rule 24f-2 (17 CFR
270.241-2) 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
Regulations
E. Amendments
F. Incorporation by Reference

G. Documenis 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

[tem 7. Deductions and Expenses

Item 8. General Description of Variuble
Annuity Contracls

Item 9. Annuity Period

Item 10. Death Benefit

Itern 11, Purchases and Contract Value

Item 12. Redemptions

Item 13. Taxes

Item 14. Legal Proceedings

Item 15. Table of Contents of the Statement
of Additiona! 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

ltem 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
Compuny 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 56. Managements Services

Item 37, Undertakings

Signatures

General Instructions

A. Rule os to Use of 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 managoment
investment companies for: {1} An imitial
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 (1833 Act”) and any amendments
thereto; or (3) any combinstion of these 1940
Act and 1933 Act filings.

Form N-3 shall also be used 10 file a
registration statement under the 1033 Acl,
and any amendments thereto, for variable
annuity contracts funded by separate
acoounts which would be required to be
registered under the 1840 Act as management
investment companies except for the
exclusion provided by section 3(c}(11) ol the
1940 Act.

B, Registration Fees. Section 6{b) of the
1933 Act {15 U.S.C. 77{){b)) and Rule 457 (17
CFR 230.457) set forth the fee requirements
under the 1833 Act. Rule 8h-8 under the 1940
Act {17 CFR 270.8b-6) sots 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 1033 Act.
Registrants that are increasing the number or
amount of securities registered or registering
an Indefinite number of their securities are
also directed 1o Rules 24e-2 and 24f-2,
respectively, under the 1940 Act (17 CFR
’f..'?O .24e~2 and 270.24f-2) to compute the filing

oe

C. Number of Copies. Filings of registration
statements on Form N-3 shall cantain the
number of copies specified in Securities Act
Rule 402 (17 CFR 230.402), excep! that seven
additional copies of the registration
statement shall be furnished to the
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Commission, instead of the ten additional
copies required by Rule 402(h).

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 coples of such
amendment, two of which shall be marked to
Indicate clearly and precisely, by underlining
or in some other algpmprinlu manner, the
changes made in the registration statement
by the amendment, instead of the eight
additional coples with at least five murked as
required by Rule 472{a) (17 CFR 230,472(a)).

D. Special Terms. The following terms,
when used in Form N-3, skall mean:

Registant. The term “Registrant”’ means the
separate sccount (as defined in section
2{a){37) of the 1840 Act (15 U.S.C. 80~
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 sccount and which owns the assets
of the sepurate account,

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

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

E. Appiivation of General Rules 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 complisnce with them
will be deemed to the meet the Rules for 1940
Act Registration Statements, However, if the
registration statement ig being filed only
under the 1940 Act, the Gencral Rules and
Regulations under that Act, particularly
Regulation 8(b) (17 CFR 270.8b-1 to 8b-32).
shall apply. exept as noted in Generul
Instruction F below.

F. Amendments. Altention 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 1840 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 Reference. A
Registrant may, at its discretion, incorporate
ull or port of the Statement of Additional

Information into the prospectus, without
pl:iylically delivering the Stalement 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 Statemen!t of Additional
Information must be provided along with the
Statement of Additional Infermation.

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-
29, 270.8h-24, and 270.8b-32 contain guidance
on incorporating information or documents
by reference into a registration statement
{iled on Form N-3. In general, a Registrant
may incorporate by reference, in the answer
1o 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 1833 Act and the 1940 Act are
subject to the limitations of Rule 24 of the
Caommission’s Rulés of Practice (17 CFR
201.24), Since Rule 24 may be amended from
time to time, Registants are advised (o review
the Rule before incorporating by reference
any document as an exhibit to a registrution
statement.

Subject o these rules, a Registrant may
incorporate by reference into the prospectos
or the Statement of Additional Information in
response to [tems 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-1 (17 CFR 270,30d~1), provided:

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

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

3. The materfal 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 contacl

H. Documenl Comprising the Registrotion
Statement 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 sheel required by Rule

495(a) under the 1833 Act {17/CFR 230.495(.))
Part A, Part B, Part C, required signiatures, 1|
other documents filed as a part of the
registration statement, and documents or
information permitted to be incorporated by
refersnce, whether or not required to be filed

2. A registration statement or an
nmendment to it which is filed under only the
1933 Act shall contain all the information and
documen's specified in paragraph 1 of the
this Instruction H, except for an amendmen!
filed only under sections 24(e) or {f) of th:
1940 Act (15 U.S.C. 80a-24(e), B0a-24(1)).

3. An amendment to a 1933 Act registration

;stutoment filed only to register additional
securitles under Section 24{e) or 24{f) of 1he
1940 Act need only consist of the facing sheet
of the Form, required signatures, and, If filed
pursuant to section 24(e) of the 1840 Act, sn
opinion of counsel concerning the legalily of
the securities being registered. Registrants
are reminded that an opinion of counsel must
accompany a Rule 247-2 natice filed by
Registrants that have registered an indefinite
nomber 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 o
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 lems of Part C
except ltems 28(b) (5), (12), {13), and (14),
requived signatures, and &ll other documen!
filed as part of the registration statemont

5. An amendment permitted by paragraph
(d){2} of Rule 488 under the 1833 Act (17 CIR
230.488), which is filed under paragraph {b) of
that Rule to change the disclosure in an
amendment filed under parograph (a), shall
consis! of the facing sheet of the Porm, o
cross-reference sheet, responses o any iteos
of Part A. Part B, or Part C that are amended
or supplemented by the amendmaont, required
signatures, and all other documents filed as
part of the registrition statement.

L. Preparation of the Registration
Statement or Amendmeént. The instruction
for Form N-3 are in three parts. Part A relates
to the prospectua required by Section 10(s) of
the 1933 Act; Part B relates to the Statement
of Additional Information that musl be
provided upon request to recipients of the
prospecius; 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 provid
essential information about the Registrant in
a way that will help investors decide whethei
to purchase the securities being offered. The
prospectus should be clear, concise, and
understandable. Avoid the use of technical o7
legal terms, complex languiage, or excessivi
detail.

Responses to the items of Part A should be
as simple and direct as possible and includ
only information needed 1o understand the
fundamental characleristics of the Registran!
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 no!
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reqquired in the prospectus, but which may be
af interest to some investors. In addition, Part
B gives Registrants an opportunity to provide
mformation about matiers that they believe
may interest investors,

Registrants should not repeal in Part B
information thatis in the prospectus, except
where necessary to make Part B
understandable.

Ceneral 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
exceplions:

(4) Items 1, 2, 3, and 4 (&) and [b) must be in
numerical order in the prospectus and may
not be preceded or separated by any other
item, excep! as permitted by the instructions
to ltem 8

(b) Item 4, “Condensed Financial
Information," should not be preceded by any
olher chart or table {except for the table of
contents required by Rule 481(c) under the
1933 Act [17 CFR 220.481(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
toes not, because of its nature, quantity, or
manner of presentation, obscure or impede
understinding of required information.
Specifically, Registrants are free 1o include in
the prospectus financial statements required
lo be in the Statement of Additional
Infurmation, and may include in the
Statement of Additional Information financial
atements 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 sume lime
il the prospectus becomes available for
purposes of Rules 430 and 460 under the 1933
Act (17 CFR 230.430, 230.460),

i Instructions for charts, graphs, tables,
und sales Merature:

[a] A Registration Statement on this Form
may include.any charl, graph, or fable that is
rot misleading: however, no chart, graph, or
Lble should precede the condensed financial
lalormation specified in Items 4 (a) and {b).

(b) If "sales literature” is included in the
prospectus, (1) the literature should not
“gnificantly lengthen the prospectus, and it
ould 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 campany sales
Ulerature (See Securities Act Release No.
-]“Sfu Junuary 26, 1973 (38 FR 7220 (March 189,

8731))

Part A Information Required In A Prospectus
Item 1. Cover Page

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

{1) The Registrant’s name;

(i) The Insurance Company’s name;

{111} The types of variable annuity contracts
offered by the prospectus (e.g.. group,
individusl, single premiuvm 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, hond
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
fegistrant that & 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 Additionnal
Information;

(viii) The statement required by Rule
481(h)(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
understandingof the required information,

Item 2. Definitions

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

Instruction: Only special terms used
thraughout the prospectus must be defined or
listed. If @ 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. Synopeis or Highlights

{8} The Registrant should include a
synopsis of the information contained in the
prospectus when the prospectus is long or
complex. Normally, & 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 contraot®
comtains 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 anmuitized with a cross-reference to a
more complete description of the sules load
in the prospectus.

{ii) A penalty tax may be assessed
pursuant to Section 72{q) of the Internal
Revenue Code [28 U.S.C. 72(q]] upon
withdrawal of amounts accumulated under
any variable annuity contract; or

(1if) The variable annuity contract contains
@ revocation right {e.g., a “ten-day free look"
provision).

Instruction: The highlighted information
may not be preceded by the response lo any
Item except 1 or 2. It may precede Item 2 or
be on the cover page. The information does
not have 1o appear under a separate caption,

Item 4. Condensed Financial Information

(a) Furnish the following informution for
each class of accumulations units of the
Registrants, or for such classes of the
Registrant and ils subsidiories consolidated
as prescribed in Rule 6-03 of Regulation 8-X
(17 CFR 210.6-03),

PER ACCUMULATION UNIT INCOME AND
CAPITAL CHANGES

(for an acoumulation 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. Accumuiation unit value at beginning of
period;

7. Acoumulation unit value at end of
period;

8. Expenses lo sverage nel assets;

. Net investment income to average nei
ansels;

10, Portiolio turnover rate;

11 Number of accumulation units
outstanding at end of-period.

Instructions: 1. The sbove information must
be provided for each class of accumulation
units of the Registrant derived from contracts
offered by means of this prospectus and each
cluss derived from contracts no longer
offered for sale, but for which Registrant msy
continue 1o accept paymenis. Information
need nol 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
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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 Registranl’s firat
1633 Act Registration Statement. In addition,
the information shall be presanted 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
10 tenths of & 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. 1f 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 prospéctus.

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

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

a. The rate of portfolio tumover shall be
calculated by dividing (A) the lesser of
purchases or sales of portfollo securities for
the particular fiscal year by (B) the monthly
average of the value of the portfolio securities
owned by the Registrant during the purticular
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 particalar fiscal
year and as of the end of each of the
succeeding eleven nionths, and dividing the
sum by 13,

b. For the purposes of this ltem, 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 securitiés, including United States
Governmen! securities, should be included.
Purchases shall include any cash paid upon
the conversion of one partfolio 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:

¢ If during the fiscal year the Registrant
scquired the assets of another separate
account in exchange for its own sccumulation
units, it shall exclude from purchases the
value of securities 8o acquired, and from
sales all sales of such securities made
following a purchase-of-assets transaction to

realign the Ragistrant's portfolio. In such
event, the Rogistrant 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 ltem.

d. Short sales which the Registrant intends
to maintain for more than one year and pu!
and call options where the expiration date s
more than one year from date of acquisition
are included in purchases and sales for
purposes of this Item. The proceeds from «
short sale should be included in the value of
the portfolio securities which the Registran!
sold during the reporting period and the cost
of covering a short sale should be included i
the value of the portfolio securities which the
Registrant purchased during the perfod. The
premiums paid to purchase options should be
included in the value of the partiolio
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 durin;
the period.

12. The number of accumulation units
outstanding at the end of each period may be
shown o the nearest thousand (000 omitied)
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
ghall be furnished on a consolidated busis

footnote to this table.) The amounts to be m"'
shown at captions 1 and 2 are derived by ang dutng 1he
applying to the net investment income on a poridd

per accumulation unit basis the ratio of such @ @™ @) L))

Amount of dobt Avitsge amount ot
outmanding ot end of  debt ding ding
porod | the period

amount of

dott pet unet g Ve
parod

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 thore 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 caplion 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 &t this
caption for an accumulation unit oulstanding
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 und decreases in
the number of accumulation units in relation
to fluctuating market values far 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.

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

2. The method used (o 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-sccount or has policles calling for
investment of at least 80% of ils 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 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 pre-existing account having a
balance of one accumulation unit of the sub-
account at the bginnlng of the period,
dividing the net change in account value by
the value of the account al the beginning of

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

Instructions: 1. When calculating the yield
quotation required in subsection (¢} sbove
determination of net change in account valu
must reflect all deductions that are charged
to all contract-owner accounts in propostion
10 the length of the buse 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 sacurities and unrealized appreciation and
depreciation are to be excluded from the
calonlation of yield.

4. With the presentation of the yield
quotation. the Registrant must disclose an}
material net change that would result from
the inclusion of capital changes that are
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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
sceumulation 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
vield figures for individual and group
contracls:  °

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) /7 -1,

8. When calculating the yvield 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,

2 The Registrant need not include in the
prospectus the method of calculating the
yield quolation described sbove.
Nevertheless, the Registrant should include
the method of calculating this yield figure in
the Statement of Additional Information in
response to ltem 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 statéments not in the Statement
of Additional Information may be obtained.

ltem 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.

() Briefly describe the Insurance
Company, including:

(1) 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 und need not list all of the businesses in
which the Insurance Company engages or
ntify the jurisdictions where it does
business, if & general description (e.g., “life
nsurance™ or “reinsurance”) is provided.

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

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

[b] Briefly describe the Registrant.
includings

{i] The date and form of organization of the
Registrant and the Registrant’s classification
pursuant to Section 4 of the 1840 Act (15

idi

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 liabllities arising out of
any other business of the Insurance
Company, and

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

(iv) Whether there are sub-accounts of the
Registran! (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 aftributable 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 coniracts
that are not offered by means of this
prospectus need not be described.

(¢) 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 investdient 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 this item, is deemed to be
investment of 25% or more of the value of
Registrant’s total assets in & particular
industry or group of industries. The policy on
concentration should not be inconsistent with
Registrant’s name. );

(1ii) 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 delivéry 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,

(1) Do not disclose & 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

(i) If a policy limits a particular practice so
that no more than 5% of Registrant’s net
assels 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.

(€] 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 associnted 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-Administratar,” or
“Servicing Agent”), and briefly describe the
services provided;

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

(d) If Registrant engages in any of the
following practices, a statement to that effect:
(1) 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

(i) Allocating brokerage transactions in a
manner that takes into account the sale of
investmen! company securities.
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Item 7. Deductions and Expenses

{a] Briefly describe all deductions from
purchase payments, contraclowner accounts,
or assets of the Registrant (e.g., investment

advisory fees, sales loads, administrutive and 3

transaction charges. risk charges, and
premium taxes), Specify the amount of any
such deduction as a percentuge or dollar
figure (e.g., 95% of the average daily net
usisets or 85 per exchange). Except for the
deduction for premium laxes, identify the
person who receives the amount deducted,
briefly describe what in provided in
consideration for the deduction, and explain
the extent to which the deduction’'can be
modified.

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

2. If proceeds from explicit sales foads will
not cover the expected costs of distributing
the contracts, identify from what source the
shortfall. if uny, will be paid. If any shortfall
is to be made up from assets from the
Insurance Company’s general sccount,
disclose. if applicable, thul any amounts paid
by the Insurance Company may consist,
among other things. of proceeds derived from
mortality and expense risk chagés deducted
from the account. If Registrant directly or
indirectly pays distribution expenses under
1940 Act Rule 12b-1 {17 CFR 270.12b-1), list
the principal types of activities for which
psyments are or will be mude, and {1} if the
plan has been in effect for a full fiscal year,
give the total amount spent in the most recent
fiscal yeur as a peroentage of net assets; or
(ii} otherwise briefly describe the basis on
which payments wili be made fe.g,
percentage of nel assets, etc),

3. If the Registrant has Leen in operation
for a full fiscal year, provide the
compensation paid to the adviser for the most
recent fiscal year es & percentage of average
net assets, No further information sbout the
smount of the deduction is required in
response to this ltem if the edviser is paid on
the basis of a percentage of net assets and if
the Registrant has neither changed
investmen! advisers nor changed the basls 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
whal 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
compuled or peid.

(b) State the sales load as a percentage of
each purchase payment. if it is so caiculated,
and as percentage of the net amount invested
for ench breakpoint. For contracts with a
deferred sales load, state the sales load as 2
percentage of the amount withdrawn or
surrendered. The percantages should be
shown in a table.

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

certain parcentage 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); identily
each class of individuals or transactions to
which such plans apply; slate each different
sales charge available as & percentage of the
public offering price and as & percentage of
the net amoun! invested; and state from
wham sdditional information may be
obtained. Describe any other special
purchase plans or methods established
pursuant 1o a rule that reflect other variations
in, or alimination of. the sales load or in any
administrative charge or other deductions
from purchase payments, and generally
describe the basis for the variution or
elimination in the sales load or other
deduction (i.e., the size of the purcheser, &
prior or existing relationship with the
purchaser, the purchaser’s assumption of
certain administrative funclions, or other
characteristics that result in differences in
costs or services).

(d) State the commissions paid to dealers
as & percentage of purchuse payments,

(e) Provide a statement as to the
Registrant’s éxpenses. [If the Registrant has
been in existence for a full year, simply set
forth the Registrant’s total expenses for the
most recent full fiscal year as a percentage of
aversge nel nssets 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 o the Registrant
by someone other than the Registrant,
identify the person who provides the
compensation and specify the amount.

[8) If organizational expenses of the
Registrant are to be paid out of iis assels,
explain how the expenses will be amortized,
including the amount to be amortized and the
period over which the amortization will
oceur

Item 8. General Description of Variable
Annuity Contracis

(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} d the annuity
period, or (3) after the death of the annuitant
or contraciowner.

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

(b) Briefly describe uny provisions for and
limitations an:

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

(it} Transfer of conlract values between
sub-accounts of the Registrant: and

(iit) 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

operatians of the Registrant by the Registran
or the Insurance Company, including:

{i) Why s change may be made (eg.
changes in applicable law or interpretations
of law);

(it} Whao, if anyone. must approve any
change {e.g. the contractowner or the
Securities and Exchange Commission}; and

{ili) Who, il anyone, must be notified of any
change.

Instruction: Describe only those changes
that would be material to a purchaser of the
variable annuity coniracts, such a3 a
reservation of the right to deregister the
separate account undet the 1040 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 contrsctowner inquiries
should be made.

Hem 8. Annuity Period

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

(&) Material fuctors that datermine the lovel
of annuity benefits;

(b) The annuity commencement dute (give
the earliost and latest possible dates);

(¢} Frequency and duration of annuity
paymants, and the effect of these on the level
of payment;

(d] The effect of assumed investment
refurn;

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

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

Instructions: 3. Describe the cholces, {f any,
available to & prospective annuitant, and the
eifect of not specifying a choice, Where on
annuitant is given a choice in assumed
investment return, explain the effect of
choosing a higher, as opposed lo 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 veriable annuity contract
during the accumulation and the annuity
periods. Include:

{s) When the death benefit is caloulated
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 tuke,
including the effect of not choosing a
payment option, and the period, if any, during
which payments must begin under any
annuily option.

Item 11. Purchases and Contract Value

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

(i} The minimum initial und subsequen!
purchase payments required and any
limitations on the amount of purchise
payments that will be accepted (If there art
separate limits for each sub-account, state
these limits.);
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[ii) A statement of when initial and
subsequent purchase payments are credited;

(iii) The way in which purchase pavments
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 uged to value the
Registrant’s assets (e.g. market value, good
faith determination, amortized cost).

(d) Describe when calculations of
sccumulation unit value are made and that
purchase payments are credited to a contract
an the basls of accumulation unit value nex!
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, {dentify how they are affiliated
[eg. the principal underwriter is controlled
by the Insurance Company).

Item 12. Redemptions

(a) Briefly describe how a contractowner or
annuitant (if the variabie 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 Relirement Program, describe
Ihe restrictions on redemption that apply.

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

(c) If & 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.

(¢} Briefly describe any revocation rights
[eg. “ten-day free look" provisions).

(T) If Registrant, under normal
drcumstances, intends to redeem in kind,
that fact should be disclosed.

ltem 13. Taxes

[2) Briefly describe the tax consequences to
itvestors of an investment in the variable
annuity contracts being offered.

Instruction: This disclosure need not
include a detailed description of applicable:
‘aw. The discussion should include the
‘axation 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. 1dentify 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 cese 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. Information Reguired in a Statement
of Additional 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 stalements (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.

ftem 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

(&) If the Insurance Company's name was
changed during the pas! five years, state its
former name and the approximate date on
which it was changed. If, al the request of
any state, sales of contracts oifered 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) 110 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 Compuny), 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.

() If the Insurance Company is controlied
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, Investmen! Objectives and Policies

(a) Describe clearly the investment policles
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 ltem

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

(1) The issuance of senior securities;

(ii) Short sales, purchases on margin, and
the writing of put and call options;

{iil) The borrowing of money [Describe any
fundamental policy which limits Registrant's
borrowings of money and staté 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 &
particular industry or group of industries;

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

{vil) 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 llem,
the term “fundamental policy” is defined as
any policy which the Registrant has deemed
to he fundamental or which may not be
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
sctivities, but shall express definitely, in
terms of & 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
Commuodity Exchange Act {7 US.C. 1 el seq.].

(c) Describe fully any significant
investment policies of the Registrant not
described in the prospectus which are nol
deemed fundamental and which may be
changed withou! the upproval of the majority
of votes available to eligible voters {for
example, investing for control of
managemenl, investing in foreign securities,
or arbitrage activities).

Instruction: Registrant should disclose the
extent 1o which it may engage in the above
policies and the risks inherent in them.

(d) Explain any significant change in the
Registrant's portfolio turover rates over the
last two fiscal years. I the Registrant
anticipates a significant change in the
portiolio turnover rate from that reported in
Item 4[a)[10) for its mos! recent fiscal year, so
state. In the case of a new registration, the
Registrant should state its policy with respect
to portiolio turnover.

Item 20. Management

{a) Give the following information about
each member of the 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.

P n{y) hokd ?
with sepsiant durng past
yoars

(L)) » i<l

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, nol more remote than first
cousin.

2. The principal business of any
carporation or other organization listed under
column [3) should be stated unless implicit in
fts name.

3. 1f the Registrant has an execulive or
investmen! advisary committee, identify the
members and stale the duties and functions
of the committee.

4. ldentify 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 individusl 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

remuneration in excess of $60,000 for service
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) Bach affiliated person of the Registrun
not included in subparagraph (i) excep!
investment advisers:

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

{iv) All members of the board of managers,
officer, and members of the advisory board of
ll}:::egmum as a group without naming

Name of person Reoneraion fecesed

n @

Instructions: 1. This ltem applies to any
person who was s member of the board of
managers, officer, or member of the advisory
board of the Registrant at any time during the
last fiscal year. Give information on an
acerual 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 1o 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 lo 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 & 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 inslruction 3) where the amount
set aside each year depends upon the amount
of earnings of the issuer or its w!mduu'lel 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 o date, unless it is impracticable 10
do so, in which case state the method of
compuling such benefits.

Item 21. Investment Advisory and Other
Services

{a) Give the following information about
each invesimen! adviser:

({) The names of &ll controlling persons of
the investment adviser and the basis of such
control; and if significant, thehusiness

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 investmen!
adviser and & list of all capacities in which
the person named is affiliated with the
Registrant or the lnsorance 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, Registran
must disclose such fact but need not supply
the specific amount or percentage of the
outslanding voting securities of the
investment adviser which is owned by the
controlling person.

{iii) The mn(hod of computing the advisory
fee payable by the Registrant including:

{A) The tolal 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) 1 applicable, any credits which reduced
the advisory fee for any of the last three
fiscal years: and

(C) Any expem limitation provision.

Instroctions: 1. If the advisory fee payable
by the Registrani or its Insurance Company
varies depending on the Registrant’s
investment performance in relation to some
stundard, set forth the standard along with &
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
cilculations 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 Reglstrant is organized as a “series’
account the response to paragraph [a){ii) of
this tem should describe the methods of
allocation and payment of advisory fees {or
each class or series.
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b) Describe all services performed for or

oo behalf of the Registrant, which are
rpplied ar paid for whally or substantially
by the investment adviser in connection with
fae investment advisory contract

(c) Describe all fees, expenses, and costs of
he Registrant thal are 1o be paid by persons
ather than the investment adviser, the
insurance Company, or the Registcant, and
dentify such parsons.
) Give & summary of any contract for the
on of management-related services to

tract Is described in response 1o 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 uny management-related service
contract are paid for by & deduction from
contractowner accounts and if the Registrant
or Insurance Company has changed the
service provider in the past year, state the
ressons for the change.

Instructions: 1, A contract for
‘mansgement-related services” includes any
sgreement 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
Registrunt, but does not include the following:
[} Any contract to provide investment advice
to the Registrant; (i) any agreement 1o act os
custodian or agent to administer
and redemptions under the contracts for the
R~‘R:'h.||ll; or {iii) bona fide contracts for
outside legal or auditing services, or bona
fide contracts for personal employment
eieied into in the ardinary course of

business

Nf

ormation need nol be given about the
service of mailing proxies or periodic reports
of the Registrant.

3 in summanizing » management-related
srvice contract, include thi name of the
person providing the service; any direct or
adirect relationships belween such person
and the Registrant, its investmen| adviser, ils
Insurance Company, of its principal
inderwriter; the natuse of the services
provided; and the basis u!lhempenulion
paid for the last three fiscal yea

{¢) If any person [otherlhanu bonn fide
member of the board of managers, officer,
member of an advisory board, or employee of
e Registrant, as such, or a person pamed as
an investment adviser in response 1o
iph (&) above), pursuant to any
anding. whether formal or informal,
ly furnishes advice to the Regisirant or
1 e investment advises of the Registrant
about the dc_sirubllil) of the Registrant's

3 In, purchasing, or selling securities

of other pmpztly. or is empowered to
telermine what securities or other properiy

thould be purchased or sold by the

-'-‘,» lrant, and recelves direct or indirect

fmunsration, give lhcfo!lnwing information:
I} The name of such

A desceiption of the nature of the
ement, and the advice or information
i

1] Any remuneration {including. for
eXample, porticipation, directly or indirectly,

in commissions or other compensation pald
in connection with transactions in
Registrant’s portfolio securities) paid for sach
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; (i) 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; (ifi) a which is excluded
from the definition of “investment adviser” of
an investment company by reason of Section
2(a)(20){iil) 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) Furnizh 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 relnted to implementation of the
plan.

The summary should include, among other
information, the followin

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

(A) Advertising,

{B) Printing and mailing of prospectuses 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 pernons
had & 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 interesied person of the Registrant;
and

(iii) Jhe benefits, lf any. to the Registrant
resulting from the plan.

Instruction: In responding ta this tem,
Registrants should take note of the
requirements of Rule 12b-1 under the 1940
Act (17 CFR 270.12b-1).

[g) CGive the name and principal business
address of the Registrant's custodien and
independent public accountant and provide a
general deseription of the services they
perform.

(h) 1f the portfolio securities of the
Registrant are held by & person other than the
Insurance Company, @ commercial bank,
trust company, or depository registered with
the Commission as custodian, state the
nature of the business of each such person.

(i) 1f an aifiliated person of the Registrant
or an affiliated person of such an affiliated
person ncts as adminisirative 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
i response to prior llems need not be
repeated.

ltem 22. Brokerage Allocation

(a) Describe how transactions in portfolio
securilies are cifected including a general
slatement abou! 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
commissions paid by the Registrant during
the most recent fiscal year as compared lo
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
vach such broker and the relationships that
cause the broker to the identified in this Item.

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

(A) The percentage of Registrant's
uggregate 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 fiscul year.

(§if) Where there is 4 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 ltem, 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 ressonahleness of
commissions paid, including the factors
considered.

Instructions: 1. 1f the receipt or products or
services cther 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
comumission in excess of thal 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, expiain that research
services furnished by brokers through whom
Registrant effects securities transactions may
be used by Registrant’s investroent adviser in
servicing all of its accounts and that not all
such services may be used by the investment
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udviser 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 iast 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 amhount of such
transactions and related commissions.

() If the Registrant has acquired during its
most recent fiscal year of during the period of
time since organization. whichever is shorler,
securitles of its regular brokers or dealers as
defined in rule 10b-1 under the 1940 Act [17
CFR 270,10b-1), or their parents, identify
thosa 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 underwriler, or an investment
adviser during its mos! 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
scoount.

(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 a!
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-16(f)) from the
Commission or has filed a notice of election
parseant to Rule 18f-1 under the Act (17 CFR
270.18f-1) which has not been withdrawn,
fully describe the nature, extent, angd effect of
the exemptive relief in the Statement of
Additional Information if the information is
ot in the prospectus.

Item 24. Underwriters

{a) i the Insurance Company or an affiliate
of the Insurance Company is the principal
underwriter of the variable annuity contracts,
80 state.

{b) State nhuther 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 unaffiliated with the
Registrant or Insurance Company other than;
(i) Payments made through deduction from
the purchiase payments al the time of sale of
the variable annuity contracts or from
contract values upon redemption, (if)
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 pursuan! to an investment
advisory contract, give the following
information;

{A) The name and addrbss of the
underwriter or dealer;

(B) The circumstances surrounding the
payments;

(C) The smount paid: and

(D) How the amount of the payment was
t{!elermined and the consideration received

or iL

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 lul
three fiscal ybars,

3. Information need not be given aboul
payments made under any contract to
provide investment advice or o 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
sules loads assessed at the time of
redemption or annuitization should not be
reflected in the computation of current vield

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

4. When calculating the yield guotation
required in Item 4(c), Registrunts that choos:
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

(&) 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 Punt
B and instead included in Part C of the
Registration Statement:

(i) The statements of any subsidiary whic!
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 11 (17 CFR 210.32-03); and
(b) Schedule VI (17 CFR 210.12-04).

3. In addition to the requirements of Rule 3-
18 of Regulation 5-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 Stalement 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 80 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-1 under it (17 CFR 270.30d-1) shall
contain the following information:

{i) The sudited 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 sudited; and

(ili) 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 bourd of managers and to al!
members of any advisory board for regular
compensation; (B) to each member of the
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baard of managers and to each member of an
sdvisory board for specinl compensation; (C)
to ol officers; and (D) to each person of

whom any officer or member of the bourd of
nanagers of the separate account is an
uffiliated person.

5. Every report required by section 30(d) of
(he 1340 Act and Rule 30d-1 under It {17 CFR
70.30d-1), except the annual report to
wotractowners, shall contain the following
aformation (which need not be avdited):

(1} The financial statements required by
Regulation S-X, as modified by Instruction 2
shove, for the period commencing either with
[A) the beginning of the separate account's
fiscal year (or date of organization. if newly
crganized) or (B} a date not later than the
date after the close of period included In the
izst report conforming with the requirements
of Rule 30d-1 and the most recent preceding
fiscal yents
he condensed financial information
wovired by tem 4(a) of this Form, for the
perind of the report as specified by (i) above.
and the most recent preceding fiscal year
anc

|ill) Unless shown elsewhere in the report
as part of the financial statements required
by [1} above, the aggregate remuneration paid
by the separate account during the period
i by the report (A) to all members of
rd of managers and to all members of
visary board for regular compensation;
1) t6 euch member of the board of managers
ud to each member of an adv board for

il compensation: (C) ta all officers; and
[0) to each person of whem any officer or
member of the board of managers of the
wparate account is an alfiliated person.

i See Ceneral Instruction F regarding
ncorporation by reference.

() Provide financial statements of the
fnsurunce Company.

Ictions: L, The financial statements

nd schiedules of the Insurance Company
fequired by Regulation S-X shall be provided
i & separate section following the response
o puragraph (a) of this Item. If the Insurance
Lompeny would not heve to prepare

tinancial statements in accordance with
wnerally accepted accounting principles
tcept for use in this registration statement

7 otker registration statements filed on

Forms N-3 or N4, its financial statements
2y be prepared In accordance with

Hulutory requirements,

 Notwithstanding Instruction 1 above, all
nts and schedules required by
Regulation 8-X, except for the consolidated
bilance sheets described in Rule 303 of
Regulation S=X (17 CFR 210.3-01) hod eny
notes thereln, may be omitted from Part B of
ke Rea:stration Statement and included in
frt C of such Reglstration Statement.

3 Notwithstunding Rule 3-12 of Regulation
>X (17 CFR 210.3-12), the fnancial

llements of the Insurance Company need
‘e more current than & of the end of the

P
¥

any &

thite

U Ehe Insurance Company's financial
{iements have naver been included in an
Hlective registration statement under the
Securities Act of 1653 of 8 separate account
“iich offers varigble annuity contracts or
2 variable life insurance contracts: or

(i1} The balance sheat of the Insurance
Company af the end of either of the two most
recent fiscal years included in response to
this Item shows a combined capital und
surplus. if & stock company, of an unassigned
surplus, if & mutual company, or less than
$1.000,060; or .

(iif) 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
80 duys of filing if the registration statement
is filed salely under the 1940 Act] would
show a combined capital and surplus, if &
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 ltem need not be comparative with
finanvial statements for the same interim
period of an earlier year.

Part C—0Other Information
Item 28, Financial Statements and Exhibits

List all financiel stalements and exhibits
filed as part of the Registration Statement,

{a) Financial statements.

Instruction: Designate those financial
stutements which sre inciuded in Part A and
Part B of the Registration Stalemenl.

(b} Exhibits:

(1} Coples of the resolulion 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 seclion 17(f) of
the 1040 Act {15 U.S.C. 80a-17{f)) with respect
to securities and similar investmenis of the
Registrant, including the schedule of
remuneration:

(4) Copies of ull investment advisory
contraots relating to the management of the
ussets of the Registrant;

{5) Copies of each underwriting or
distribution cantract between the Registrant
and the principal underwriler or the
Insurance Company and the principal
underwriler, und specimens or copies of all
agreements between principal underwritars
and dealers;

(8) The form of each variable annuity
confract;

(7) The form of applicution used with any
variable annuity contract provided in
response to (8] above;

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

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

(10) Copies of all bonus, profit sharing,
pension, or other similar contracts or
urrangements wholly or partly for the henefit
of members of the board of maragers or
officers of the Rigistrant in thelr capacity as
such; any such plan that is not set forth in a
formal dpoument, 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
ut 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 opinjons,
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} All financial statements omitted from
Item 27; and

(15) Copies of uny 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 thut the purchases were made for
investmen! 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 s
# part of the Registration Statemant, Exhibits
numbered § and 12-14 above need to be filed
only as part of & 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 & previous
post-effective smendment, unless there has
been a change in the exhibit or unless the
exhibil is a copy of & consent required by
section 7 of the 1833 Act or is a financial
statement omitted from Item 27,

Item 28. Directors and Officers of the
Insurance Company

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

Positions and 3
Name gnd Postions and
oltoos with
princiial buninacs nsurance officos with
Sdoiess company rogisirant
)} @ (]

Instruction: Registrants need only provide
the above information for officers or directors
who are engaged directly or indirectly in
aclivities 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 suthority o #ct as president in his or
her absence.

Item 30. Persons Controlled by or Under
Conrmon Control with the Insurance
Company or Registrant

Provide & list or disgram of all persona
directly or indicectly contolled by or under
comman conlrol with the Insurunce Company
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or Registrant and as to each such person
indicate: (1) If 8 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 Regisirant 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.

llem 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 ltem, 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 1840
Act (15 US.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
Karmer of any such investment adviser, is or

as been, at any time during the past two
fiscal years, engaged for his or her own
accoun! 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 trustes,
and the nature of such connection.

2. 1f 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 lo the assets of
the Registrant, and for executive officers
iucluding the Insurance Company’s or its
affiliste’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 Registrani) for
which each principal underwriter currently
distributing securities of the Registrant also
acts as a principal underwriter, deposilor,
sponsor, or investment adviser.

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

Instruction: If the principal underwriter iy
the Insurance Company or #n 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 (o ac
as president in his or her absence.

{¢) Give the following information about all

Name and Positions and Posttions and commissions and other compensation
iy = irmgnandt W ook e received by each principal underwriter,
- : @ @ directly or indirectly, from the Registrant
during the Registrant's last fiscal year:
Net uncerwritiog on n
Nome ot prncipal Brokerage oados
reniar discounts and W conemisiions Other COMpensanc
(th 2 * %)

Instructions: 1. Show in a note, or
otherwise, the nature of the services provided
in return for the compensation show in
column (S). 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 1930
Act (15 U.S.C. 80a-30{a)) and the Rules under
it (17 CFR 270.31a-1 to 31a-3).

Item 36. Management Services

Give a summary of any contract not
discussed in Parl A or Part B of this Form
under which management-related services
are provided to the Registran, 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 aiso apply to this
[tem,

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:

(8) An undertaking to file a post-effective
amendment, using financial statements of the
Registrant which need 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 dollu
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 ta secuniy
holders required pursuant to section 30{d) of
the 1840 Act and Rule 30d-1 thereunder, the
amendment is filed no later than 40 duys
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 o5
of and for the time period reasonably close of
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 a5
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 s payments under the
variable annuity contracls may be accepted.

(¢) An undertaking to include either (1) a5
part of any application to purchase a contrad!
offered by the prospectus, a space that an
applicant can check to request a Statemen! of
Additional Information, or {2) a post card of
similar written communication affixed to of
included in the prospectus that the applican!
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can remova to send for a Statement of
Additional Information;
(d) An-undertaking to deliver any
Stutement of Additional Information and any
financial statements required to be made
svailable under this Form promptly upon
written or oral request.
SIGNATURES
As required by {the Securities Act of 1933
und) the Investment Company Act of 1840 the
Registrant {certifies that it meets the
irements of Securities Act Rule 486(b) for
fectiveness of this Registration Statement
und] has caused this Registration Statement
to be signed on its behalf, in the City of
» and State of on the —— day of
v 18—,

(Registrant)

By
{Signature and Tille)

(Insurance Company)
By

(Name of officer of Insurance Company)

[Title)

Instruction: If the registration stutement 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
pany Act, it should be signed only by the
ant,

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

(Signature)

(Title)

(Date}
Form N-4—Registration Statement Under the
Securities Act of 1833 0
Pre-Effective Amendment No.
Post-Effective Amendment No,
u.’uf ' Or

Registration Statement Under the Investment
Company Act of 1040 0

n\f‘!‘lil!mml No.
(Check approprinte box or boxes.)

0
18]

(Exact Name of Registrant)

[Name of Depositor)

[Address of Depositor’s Principal Executive

(/‘{"T 28)

(Zip Code)

Depositor's Telephone Number, including
Area Code ———

—

(Name and Address of Agen! for Service)
Approximate Date of Proposed Public
mnng
It s proposed that this filing will become
tliective (check appropriate space)

—— immediately upon filing pursuunt to
paragraph (b) of Rule 486

——— on {date) pursuant to paragraph (b) of
Rule 436

——— 80 days after filing pursuant to
paragraph (a) of Rule 486

on (date) pursuant to paragraph (a) of

Rule 486

CALCULATION OF REGISTRATION FEE UNDER
THE SECURITIES ACT OF 1933

Proposed

Tweol Progosod Aot
oy n"", boing  oftenng o A
rogatered  MT@Rored Py o $on f0e

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) shouid include the declaration
required by Rule 241-2{a)(1) on the facing
sheet, instead of or in addition to the
Securities Act registration fee table.

Contents of Form N4

General Instructions
A. Rule as to Use of 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 Psge
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 Contracls
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 Stutement
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 Undar
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 of Form N-4. Form N-4
shall be used by all separate accounts
offering variable annuity contracts which are
registered under the Investment Company
Act of 1940 (1840 Act") as unit investment
trusts for: (1) An initial registration statement
required by section 8(b) of the 1840 Act (15
U.5.C. 80a-8(b)) and uny amendments
thereto; {2) a registration statement required
under the Securities Act of 1933 {*1833 Act”)
and any amendments thereto; or (3) any
combination of these 1940 Act and 1933 Act
filings.

Form N~ shall also be used to file &
registration statement under the 1933 Act and
any amendments thereto for variable annujty
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)(11) of
the 1940 Act (15 U.S.C. 80a-3(c){11)).

B. Registration Fees. Section 8(b) of the
1933 Act (15 U.S.C. 77{1)(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

Jfiling 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 241-2,
respectively, under the 1840 Act (17 CFR
270,24e-2 and 270.241-2) to compute the filing
fee.

C. Number of Copies. Filings of registration
statements on Form N4 shall contain the
number of copies specified in Securities Act
Rule 402 (17 CFR 230.402), except that seven
additional copies of the registration
statemant 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, twa 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(s)).

D. Special Terms, The following terms,
when used in Form N4, shall mean:
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Reglsirant. The term “Registrant” means
the separaie ncoount {as defined in section
2(a)(37) of the 1840 Ac! (15 U.S.C. 800~
2(a)(37))) which offers the variable anauity
contracts,

Depositor. The term “depositor” means the
person primarily responsible for the
organization of the Rogistrant 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
sccount, If there is more than one such
person the information called for in this Form
abont the depositor shall be provided for
each such person.

Variable Annwty 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, elther during an
accumulation perfod or afler nnnuitization, or
both, varies according to the investment
experience of the separate account in which
the contract participates. Linless the cantext
otherwise requires, the term refers to the
variable annuity contracts being offered
pursuant to the Registeation Stalement
prepared on this Form. {

Conlractowner Account. The term
“egontraclowner account”’ means any sccount
of a contraclowner, participant, annullant, or
beneficiary to which [net} purchase payments
under a varinble 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 invagia.

E. Application of General Rules and
Regulations. M the tration statement is
being filed under the 1633 and 1940 Acts
or under only the 3833 Act, the General Rules
and Regulations under the 1933 Act,
particolarly Regulation C (17 CFR 230,400~
497), shall apply. and campliance with them
will be deemed 10 meet the rules for 1840 Act
Registration Statements. However, if the
registration statement is being filed ouly
under the 1840 Act, the General Rules and
Regulations under thal Act, particularly
Regulation 8{b) (17 CFR 270.8b~1 to 8b-32),
shall apply, except as noted in General
Instruction F below.,

F. Amendments. Where Form N4 has been
used to file a registration statement under
both the 1933 and 1940 Acts, any amendment
of that registration statement ghall be
deemed to be filed under both Acts unless
otherwise indicated on the facing sheet.

G. Incorporotion by Reference. A
Registrant may. #1 s discretion, incorporate
all or part of the Statement of Additional
Informution 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 slong with the
Statement of Additional Information.

T Aacoo!

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 incorparating information or
documents by reference into a registration
stutement filed oo Form N-4. In general, &
Registrant may incorporate by reference, in
the answer to any {tem of Form N-4 not
required to be tn the prospectus. any
information elsewhere in the registration
statement or in other statements.
applications, or reparts filed with the
Commission.

The rules on mcorporation by refercace
under both the 1833 Act gnd the 1840 Aot 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 mule prior to incorporating by
reference any document as an exhibit to a
registration statement.

H. Documents Comprising the Registration
Statement or Amendment. 1. A registration
siatement or an amendment to it fled under
both the 1983 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 puart of the
registration statement, and documents or
information permitted to be incorporated by
reference, wﬁelher or not required to be filed.

2. A registration statemen! or an
amendment 1o it which is {iled 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 &
1833 Act registration statement filed only
under sections 24 (e) or (f) of the 1940 Act {15
U.S.C. 80a-24(e), 80a-24(1}).

3. An amendment of a 1833 Act registration
statement filed only to register additional
securities under section 24(e) or 24§ of the
1940 Act need only consist of the facing sheet

. of the Form, required signatures, and, if filed

pursuant to section 24() of the 1840 Act, an
opinion of counsel conoerning the legality of
the securities being registered. Registrants
are reminded that an apinion of counsel must
@ Rule 24i-2 notice filed by
Registrants that have regislered an indefinite
number of their shares.

4. A registration statemen! or an
amendment to it which is filed under only the
1940 Act shall consist of the facing sheot of
the Form, & cross-reference sheet, rosponses
1o all items of Part A and B except ltems 1, 2,
8, and 8. 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 shee!, responses lo 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.

L. Preparation of the Registration
Statement or Amendment. The instructions
for Farm N<4 ure (n three parts. Part A relaies
to the prospectus required by section 10{a) of
the 1983 Act: Part B relates to the Statement
of Additiona! Information that must'be
provided upon request to recipients of the
prospectus; Part C relates to other
information thut is required to be in the
registration stalement.

Part A: The Prospectus

The purpose of the prospectus is 1o provide
essential information about the Registrant in
a way that will help investors decide whethes
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 1o the items of Parl A should be
as simple and direct as possible and include
only information needed to understand the
fundamental characteristios of the Registran
Decriptions of practices that are required by
law generally should notinclude detatiod
discussions of the law itself.

Part B: Statement of Additional Information

The items in Part B call for additional
information about Registrant whioh is no!
required in the prospectus, but which may be
of interes! to some investors. In addition, Par!
B gives Registranis an opportunity 40 provide
information about matiers that they believe
may inleres! investors. s

Registrants should not repeat in Part B
information that is in the prospectus, excep!
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

to make it easy to understand
the organization and operstion of the
Registrant and the variable annuity conlacts
The information need not be in any particulsr
order, with the following exceplions:

{a) ltems 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) ltem 4, "Condensed Financial
Information,” should not be preceded by any
other chart ot table (except for the tabie of
contents required by Rule 461(c) under the
1833 Act (17 CFR 230.481(c)).

{c) All of the information required by item
8, "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, o7
manner of presentation, obscure or impede
understanding of required information.
Specifically, Registrants are free to include (s
the prospectus financial statements required
to be in the Statement of Additional
Information, and may include in the i
Statement of Additional Information financial
stalements that may be placed in Part C.
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3. The statutory provisions relating to the
duting 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). Furthermorn,
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, 230.400).

4. Instructions for charts, graphs, tables,

1l sales Hterature:

(#} A Registration Statement on this Form
muy include any chart, graph, or table that is
not misieading.

(b) If “sales literature” {s included in the
pronpectus, (1) the literature should not
significantly lengthen the prospectus, and it
should not obscure egsential 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 18,

1973)),

FPart A Information Required in A Prospectus
Item 1, Cover Page

(#) The outside cover page mus! contain the
following information:

(i) The Registrant's nume;

(1) The depositor’s name;

{i1l) 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
cught to know before investing: (B) the
prospectus should be kept for future
teference; (C) additional information about
the Registrant has been filed with the
Commission and is available upon writlen or
oral request and without charge (This
Hetement should explain how to obtain the
:ment 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.);

(v1) The date of the prospectus, and the
date of the Statement of Additional
Information;

[vil) The statement requried by Rule
$81(b)(1) under the 1933 Act (17 CFR
S0as1(b)1)k

[vill) The names of the portfolio companies:

[1x) Such other information as is required
by rules of the Commission or of any other
fuvernmental wuthority having jurisdiction
over the Registrant for the issuance of its
seCuniies,

[b] The cover page may include other
nformation, If it does not, by its nature,
fuantity, or manner of presentation, impede
vaderstanding of required information.
liem 2. Definitions

Define the special terms used in the
Prospectus (e.g, accumulation unit,
‘onlractowner, participant, sub-account, etc.)

in a glossary. in licu 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
throughou! 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 spectal terms used in the
prospectus must be defined. »

Item 3. Synopsis or Highlights

(2) 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 & cleor and
concise description of the key features of the
offering and the Regisirant, with cross-
references to relevant disclosures elsewhere
in the prospectus.

{c) if the prospectus does not Include a
synopsis and the variable annuity contract
conlains any of the following characteriflics,
they mus! be highlighted:

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

Instruction: If any portion of the sales load
is asseased 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 unnuitized with a cross-reference 1o 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
Revenune 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 (nformation 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
Registranl,

Accumulation Unit Values. Far an
accumulation unit outstanding throughout the
period.

1. Accumulation unlit value ot beginning of
period;

2. Accumulation unit value at end of
pericd:

3, Number of accumulation units
outstanding at the end of period.

Instructions: 1. The above information mus!
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 dilferent prospecius. 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
Registran! und its immediate predecessors, if
less) but only from the later of the effective
date of Reglstrant’s or the relevant portfolio
company’s firs! 1933 Act Registration
Statement. In addition, the information shall
be presented for the period between the end
of the Jatest fiscal year and the date of the
latest balance sheet or statement of assets
ind labilities furnished.

3. Accumulation unit amounts shall be
given at least to the nearest ceat. If the
computation of the offering price is extended
to tenths of a cent or mare, then the amounts
on the table should be given in tenths of &
cent,

4. Accumulation unit values should only be
given for sub-accounts that fund obligations
of the Registrant under varinble 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
curcent 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 in the
prospectus or (B) the las\ 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 o
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 1o at
least the nearest hundredth of one percent
and (2) the longth of and the date of the last
day in the base period used in computing the
quotation.

Ingtructions: 1. Whon calculating the yield
quolation required in subsection (b) above,
the determination of net change in account
value must reflect all deductions that are
charged to all contractowner sccounts in
proportion to the length of the base period
and the sub-account’s average account giza,

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

3. Realized guins 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
quolation, Reg:tram must discloge any
material net change that would result from
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the inclusion of capital changes that are
;.-xdudcd in the computation pursuant to this
tem.

5. The Registrant need no! furnish a yield
figure for both an accumulation unit of 4 sub-
account for qualified contracts and an
accumulation unit for a sub-account for non-
qualified contracts funded by the sume
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 ltem, the Regtstrant may also
include a quotation of effective yield, carried
1o ut 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 formuls: Effective yleld = (Base
Period Return 1) 7 -1,

& 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 in the
prospectus the methods of calculuting the
yield quotation described above,
nevertheless, the Registrant should include
the method of caloulating this yield fignre in
the Statement of Additional Information in
response o jllem 21.

(e) i all the required financial statements
of the Registrant and the depositor (see Item
23) are not in the prospectus, state, under a
separate caplion, where the financial
statements may be found. Briefly explain how
any financial statement not in the Stutement
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. (&) Briefly desaribe each depositor,
including:

(1) 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.

(i) The date and form of organization of
the depasitor and the name of the state or
other furisdiction under whose laws it is
organized; and

{ii1) If the depositor is controlled by another
person, the name of that person and the
general nature of its business {If the depositor
is subject to more than one tevel 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, 80u-4) (i.e., a separate account and a
unit investment trust):

(i) 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
1o other income, gains, or losses of the
depositor,

(B) That the assets of the Registrant may
not be charged with liabilities arising out of
uny 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, 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 sach portfolio company,
including:

(1) Its name;

{ii) Its type {e.g.. money marke! fund, bond
fund, balanced g;!d. 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 each 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 thelr interest in the Registrant,
including the manper In which votes will be
allocated.

(f) 1dentify and slate the principal business
address of any person who provides
significant administrative or business gffairs
management services (e.g., an
“Administrator,” “Sub-Administrator,”
"“Servicing Agent”), and briefly describe the
services provided.

Instruction: Information need not be given
in responge o this ltem about any services
described in response to ltem 6{a).

Item 8, Deductions and Expenses

{s) 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 exchunge).

Except for the deduction for premium
taxes, identify the 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. 1dentification of the range of
current premium taxes is sufficient,

2. If proceeds from explicit sales loads will
not cover the costs of distifbuting
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 mey consist, among other things, of
proceeds derived from mortality and expense
risk 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 load: state the sales
load as a percentage of the amount
withdrawn or surrendered. The percentages
should be shown in & table.

(¢) Unless set forth in response to
paragraph (b), list any special purchase plans
or methods established pursuant to & 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 logd for a
certain percentage of contract value (“free
corridor™), investment of procesds 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 differen!
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 pluns 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 purchuser, 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 full year, simply set
forth the Registrant’s total expenses for the
most recent full fiscal year as a percentage of
average net assets, uniess 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.

(8) If organizational expenses of the
Registrant are to be paid out of its assels,
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.8. 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
peniod. (2) during the annuity period, or {3)
sfter the death of the annuitant of
contraciowner,

Instruction; The Registrant need nol repeat
nghts thit dare described elsewhere in the
oyl :]W'S'Uﬂ.

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

Allocation of purchase payments among
sub-accounts of the Registrant;

(i) Transfer of contract values between
wh-accounts of the Registrant; and

(1i1) 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 ReFistrunl by the Registrant
or the depositor, including:

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

(i1} Who, if anyone, must approve any
nge (e.g. the contractowner or the
curities and Exchange Commission); and
(i1} Who, if anyone, must be notified of any
change.
truction: Describe only those changes
thut would be materisl to a purchaser of the
variable annuity contracts, such as a
resurvotion of the right to deregister the
separate necount under the 1940 Act. Do not
describe possible non-material changes, such
#s changing the time of day at which
sccumulation unit values are determined.

[d) Describe how conteactowner inguiries
should be made.
liem 8 Annuity Period

friefly describe the anouity options
wallable, The discussion should include:

la] Material factors that determine the lovel
{annuity benefits;

(5} The annuity commencement date (give
the zarliest and latest possible dates);

(c] Frequency and durstion of annuity

piyments, and the effect of these on the level
bof phymenty

d) The effect of assumed investment

¢} Any minimum amount necessary for an
ity option and the consequences of an
mufficient amount; and
hts, if any, to change annuity options
cct'a transfer of investment buse after
B annuity commencement date.

Instructions: 1, Deseribe the choices, if any,
Wallsble to m prospective annuitant, and the
“lact of not spircifying a choice. Where an
nuitant is given a choice in assumed

“vesiment return, explain the effect of
“oosing a higher, as opposed to a lower,
umed investment return.

2 Detailed disclosure on the method of
“lcelating annuity payments should be
Ficed in the Statement of Additional
*lormation, ftem 22.

‘em o, Death Benefit

Hiiefly describe any death benefit
allable under a variable annuity contract

Uiing the sccumulation and the annuity
ynods, Inglude:

[} When the death benefit is calculated
" payable und the effect of choosing a
:chr:n’ ¢ method of payment on calculation of

"t death benefit, and

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

Item 10. Purchases and Contract Value

(8} Briefly describe the procedures for
purchasing a variable annuity contract.
Include 8 concise axplanation of:

(i) The minimum itial 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-sccount, state
these limits.):

(1i) 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 & contract is determined.

{b) Explain that investment performance of
the-portfolio company, exprenses, and
deduction of certain charges affect
accumulation unit value.

(¢) 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 naxt
determined after recefpt of & 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

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

Instruction: Registranls can satisfy this
Item by describing the applicable restrictions
on redemption on & supplement attached to
prospectuses delivered o participants in the
Texas Optional Retiremen! Program.

() If & request for redemption may nat be
honored for & 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 i, such as the
size of the account or infrequency of
pirchase payments.

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

Item 12. Taxes

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

Instruction: This disclosure need not
include detailed description of applicable
law. The discussion should include the
taxation of annuity payments, death
proceads, periodic and non-periodic
withdrawals, pledges and assignmeats 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
uvee 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 gqualified 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 impac, 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 Reglstrant’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 nre matetial
only to the extent that they are likely to have
& 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 Required in a Statement
of Additional Information
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 oblained;

{iv) The date of the Siatement 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 18, 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 approximste date on which it
was changed. If, at the request of any slate,
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) 1£10 percent or more of the assets of
any sub-account are nol 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 stale. ’

(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) Cive a summary of any contrac! for the
provision of management-related services Lo
the Registrant that may be of interest 10 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 1o keep,
prepare, or file such accounts, books, records,
or other documents as the Registrant may be
roquired 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 custotlian 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: und 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.

(€] If an affilinted 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 whomu

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.

() If the depositor is the principal
underwriter of the variable annuity contracts,
80 state.

Item 19. Purchase of Securities Being Offered

(#) 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 !Eg
portfolio company.

Item 20. Underwriters

() 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;

(i1} The circumstances surrounding the

payments;

(iil) The amount paid; and

(iv) How the amount of the payment was
deotermined 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 abou!
payments made under any contract 10 act ay
administralive or servicing agent.

4. If the payments were made under an
arrangement or policy appliceble 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
yleld quotation provided in the prospecius
pursuant to Item 4{b).

Instructions: 1. For purposes of the yield
computation, the determination of net chinge
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
accoun! size.

2. Deductions from purchase payments end
sales loads assessed at the time of
redemption or annuitization should not be
reflected in the computatiop of curren) yield

3. Realized gains and losses from the sal:
of securities and unrealized appreciation and
depreciation of the sub-account and the
portiolio compéany are to be excluded from
the calculation of yield.

4. When calculating the yield quotation
required in ltem 4(b), Registrants that choose
to muke 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.

[tem 22. Annuity Paymenis

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 & payment s fler
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 statemen!
of assets and liabilities as of the end of the
most recent fiscal year;

(i1} An audited statement of operations for
the most recent fiscal year conforming to the
requirements of Rule 6-07 of Regulation 5-X
(17 CFR 210.6-07); and

(ifi) Audited statements of changes in ne!
assels 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: L. The financial slalements
nd schedules of the depositor required by
pgolation S=X shall be provided in a

purste section following the response to
sragraph () of this Item. If the Insurance
ompany would not have to prepare
inancial statements in accordunce with
snerally accepted accounting principles
xcept for use in this registration statement
r other registration statements filed on Farm
-3 or N-4, its financial statements may be
repared in accordance with statutory
quirements.

2 Notwithstanding Instruction 1 ubove, all
tatements and schedules required
egulation S=X, except for the consolidated

lance sheets described in Rule 3-01 of
lntion 8~X {17 CFR 210.3-01) and any
hereto, may be omitted from Part B
cad included in Part C of the
sgistration Statement.

3 Notwithstanding Rule 3-12 of Regulation
-X (17 CFR 210.3-12), the financial
tatements of the depositor need not be more
urrent than as of the end of the most recent
sl yeat of the depositor unless:

(i} The depositor's financial statements
ave never been included in an effective
gutration statement under the Securities
ct 0f 1233 of a sepurate account which
fiers variable annuity contracts or funds
ariable life insurance contracts; or

(1) The balance sheet of the depositor at
e end of either of the twe most recent fiscal

i ncluded in responss 1o this lem shows
ned capital and surplus, if a stock
ompany, ‘of an unassigned surplus. if a
wioal company, of less than $1,000.000; or
(1) The balance sheet of the depositor at
he end of a fiscal quarter within 135 days of

opected dite of effectiveness under the

y t {or a fiscal quarter within 90 days of
lling If the registration statement is filed
alely l,,--si.n.-cge 1840 Act) would show a
omoined capital and surplus, if & stock
ompany, or an unassigned surplus, if a
duil company, of lass than $1,000,000. If
wa fiscul quarlers end within the 135 day
eriod. the depositor may choose either for
impeses of this test,

Any infarim financial statements required
7 this ltem need not be comparative with
inincia! statements for the same intorim

iod of an eatlier year.

e

wt C. Other Information
lem 24. Financial Statements and Exhibits

Listall finsnclal statements and exhibits
led a5 part of the Registration Statement.
i8] Financial statements.

Instruction: Designate those financial
“stements which are included in Part A and
418 of the Registration Statement,

l_?.] Exhibits:

(1) Copies of the resolution of the board of

"ectors of the depositor authorizing the
stablishment of the Registrant;

¢ Copies of a1l agreements for custody of
“wities and siroilar investments of the
“Eistrant, including the acheduie of
*luneration;

8 Cepies of each underwriting or
dlibution coutract between the Registrant

the principal underwriter or the depositor

% the principal underwriler, and specimens

“pies of all agrenments between principal

Gerwriters and dealers:

(4) The form of each variable anouity
contrach ¢

{5) The form of application used with any
variuble annuity contract provided in
response (o (4) above;

{6) Coples 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) Coples of all other material contracts
nol made in the ordinary course of business
which are to be performed in whale or in part
on or after the date of filing the Registration
Statement;

(8] An opinion of counsel and conzent to its
use 4 to the legality of the securities being
regisiered, indicating whether they will be
legally issued and will represent binding
obligations of the depositor;

(10] Copies of any other opinions,
appraisnls, or rulings, and consenty to their
use relied on in preparing this Registration
Statement and required by Section 78 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 Ihe initial capital between or
among the Registrant, the depositor,
underwriter, or initial contractowners and
written assurances from the depositor or
initial contractowners that the purchases
were mede 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 & 1933 Act Registration
Statement. Exhibits shall be lettered or
numbered for convenienl reference. Exhibits
incorporated by reference may bear the
designation given in a previous filing. Where
exhibits are incorporated by refurence, the
roferesice shall be made in the list of exhibits.

2. A Registran! need not file an exhibit as
part of a post-effective amendment if the
exhibil has been filed in the Registrant's
initie] registration statement or in & previous
post-cffective amendment, unless there has
been a change in the exhibit or unless the
exhibil is & copy of & consent required by
Section 7 of the 1933 Act or is a financial
statement-omitted from ltem 23,

Item 25, Directors and Officers of the
Depositor

Give the following information about each
director or officer of the depoaitor:

Name and poncipel buseess Posiions and offices with
oddrass depositor

Instruction: Registrants need only provide
the above information for officers or directors
who are engaged directly or indirectly in
activities relating to the Registran or the
variable annuity contracts offered by the
Registrant, and for executive officers
including the depositor's president, secretary,

treasurer, and vice presidents who have
authority to acd as president in his or her
abisence.

Item 26. Persons Controlled by or Under
Common Conirol with the Depositor or
Regisirant

Provide a list gr diagram of all persons
directly or indirectly controfled by or under
common control with the depositor or
Registrant and for each such person indicate
(1) if & company, the stale or other sovereign
power under whose laws it is organized, (2)
the percentage of voting securitics owned or
other basis of contral by the persan, if any,
immediately controlling it, and (3} ils
principal business unless such principal
business Is implicit in {is nome,

Instructions: 1. This list or diagram shall
include the Registrant and the depositor and
shall show clearly the relationships between
each company named, If & company is
controlled by direct ownership of its
securities by two or more persons, so indicate
by appropriste cross-reference.

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

Item 27, Numher of Contructowners

State aa 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.

ltem 28, Indemnification

State the general effect of any contract,
arrangements, or statute under which any
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
insuranoce provided by any underwriter or
affiliated person for his own protection.

Instruction: In responding to this lem the
Registrani should note the requiremants of
Rules 361 and 484 under the 1933 Act (17 CFR
2304061, 230484} und section 17 of the 1840
Act (15 US.C. 80u-17).

Item 29. Principal Underwriters

(a) Give the name of each investment
company (other than the Reglstrant) 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 infarmation required by the
following table with respect to each director,
officer, or partner of each principal
underwriter named in the answer to ltem

10(d}:

Name and p < Postions wnd ofces with
[551Y underwnier
()] @

Instruction: If u principal underwriter is the
depositor or an affiliate thereol, 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 varfable
unnuity contracts offered by the Registranl,
and for executive officers including the
deposilor's or its affiliate’s prefident,

secretary, treasurer, and vice presidents who
have suthority to act as president in his or
her sbsence.

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

Neét underwrisog
v o g dacounts and
COMMISSIONS

m 2

Credeomoton o Brokarage
annutization

Comp

“ 5

Instructions: 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
bons fide contracts with the Registrant or i1s
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 esch of the lest
three fiscal years.

4. Information need no! 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
ageni.

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-1 to 31a-3).

Item 31. Management Services

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

Iustructions: 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
85,000 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

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 applican!
can remove to send for a Statement of
Additional Information:

(¢) An undertaking to deliver any
Statement of Additional Information and any
financial stutements required to be made
avallable under this Form promptly upon
written or oral request,

Signotures

As required by (the Securities Act of 1933
and) the Investment Company Act of 1940,
the Registrunt {certifies that it meets the
requirements of Securities Act Rule 466({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
day of . 19—,

this

(Registrant)
By

{Signature and Title)

g)epositor)
y

{Name of officer of depositor)

(Title)

Instraction: 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 1833,
this Registration Statement has been signed
by the following persons in the capacities
and on the dates indicated.

(Signature)

(Title)

{Date)

Guidelines for Form 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. nol
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

Table of Contents

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 B—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 Estule

Guide 13—The Making of Loans to Other
Persons

Guide 14—0ther 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 20—Financial Statements

Guide 30—Yleld Quotations of Money Marke!
Separate Accounts

Guide 31—The Synopsis

Guide 32—Administrative Charges

Guide 93—Deferred Sales Loads

Guide 34—Annuity Payments

Cuide 35—Crediting of Contract Values

Guide 36—Automatic Annuity Options

Guide 1. Name of Registrant

The registrant's name must be consisten!
with section 35 of the Investment Compuny
Act of 1940 {1940 Act”), which prohibits.
among other things, use of a name or title ths!
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 name indicates
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(hat registrunt is & money markel separate
sccount, registrant should have a po?icy
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
mstruments, or in a certain industry or
ndustries, the registrant should have an
investment policy reqnirinf that, under
normal circumstances, at least 85 percent of
the vialue of its total assets will be invested in
(he indicated type of security or industry.!
Further, the registrant’s name may nof be so
similar to the name of an existing investment
company as to cause confusion in identifying
the separate accounk

In the Division's view, the discussion in
Investment Company Act Release No. 5510
[October 8, 19668) about the proprietary rights
of an investment company and its adviser in
the company's name is not applicable to
separate accounts.

Cuide 2. Series Accounts

Il the separate account operates as a series
account, Z.e, it has more than one portiolio,
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
nt, @2, the election of members of the
board of managers (see rule 18f-2 under the
1940 Act (17 CFR 270.181-2)), and when it Is
addressing the portfolio, 2.g., in identifying
investment risks, Specifically, the registrant
thould identify in response to Item 1{a}(v) the
type of each portfolio or briefly state its
investment og;l;ctives. Similarly, the sub-
classification of each portfolio should be
Identified in response to Item 5{b)(}i) and the
investment objectives, policies, practices, and
risks of each portfolio should be described in
tesponse 1o Item 5§ or ltem 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
llems 7, 8, 11, and 23 should reflect the
dilferences. Any other characteristics of the
registrant which vary among portfolios, e.g.,
Valuation procedures, shold be described in
ibe prospectus or Statement of Additional
iormation, &8 appropriate.

Cuide 3, Investment Objectives and Policies

The prospectus should clearly and
toncisely state the registrant’s investment
Objectives and policies (including the types of
rities in which it will invest). Although it
ot possible to define precisely what level
of investment makes a particular type of
“ivestment one in which the registrant
avests “principally,” as that term is used in
ltem 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
mphasis on the main types of investments
the registrant proposes to make and the basic
fisxs of those investments. Discussions of

— e
'See Guide 18, Cancentration of Investments in
wrticular Industries.

BCC

types of investments that will not be
eniphasized 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
{nstructions describe certain circumstances in
which disclosure may be o limited.) Similar
treatment should be given to other practices,
such as barrowing money. Registrants should
avold extensive legal and technical detail
and need not discuss every possible
contingency, such as remote risks.*

Registrant should not describe negative
investment policies in the prospectus, /.e.,
policies that prohibit a particular type of
investment or practice. Section 8(b) of the
1840 Act may, however, require information
about such policies in the registration
statement. Registrant should provide very
limited disclosure about policies that will
permit 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 pas! 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 & particolar type of security
(e.g., Common Stock Separate Account), its
policy should ba 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 sasets.

If the registrant inlends 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 invesiment policies, the legal
limitation should be disclosed in the
prospectus,

Any repurchase agreament entered into
with a broker, a dealer, or a bank must be
fully collateralized. A repurchase agreemant
is fully collaterslized 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

*See individual subject headings of these
Guidelines concerning disclosure for specific
investment techniques or policies.

principal amount. Further, the market valoe
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 valug of the
securities falls below the repurchase price. In
addition, a registrant must acquire actual or
constructive possession of the collateral.?

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 of
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 he
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.*

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 arganized
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 of net assets, it may simply state its
intention, If registrant will engage in a higher
level of borrowing, it should concizely
discuss the purposes and consequences of
such borrowing (such as increased
leverage).® The Statement of Additional

*nvestment Company Act Reloase No, 10668
{April 18, 1079) (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. 1965),

*See Guide 3, Types of Securities.

* 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
manasgement investmen! 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
exceas 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.®
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
Repurchuse Agreements, Firm Commitment
Agreements, and Standby Commitment
Agreements

Section 18(f) of the 1940 Act prohibits the
{ssuance 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
sepurate acoount’s participation in securities
trading practices such as reverse repurchase
agreements, firm commitment agreements,
and standby commitment agreements.” 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
ghould (1) describe the patential 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 [/.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 1840 Act, the selling ant must
put in a segregated account (not with the
broker) cash or United States government
securities equal in value to the difference

* Sue soctions 13{a), 18(f)(1). and 18{g) d'dn 1940

between (a) the market value of the securities
wold 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.*

Selling short is not the same as selling
short "against the box." While a short sule is
muade by selling a security the separate
account does not own, a short sale s “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 soid short. The procedures
described ubove for short sales subject to
section 18 of the 1948 Act are not applicable
to short sales "against the box."

If the registrant expects to sell shart, or to
sell short “againsi 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 parcentage of the value of
the registrant's net assets thaf will be, when
added together: (a) Deposited as collateral for
the obligation to replace securities borrowed
to effect short sales and (b) allocated to
se?ng.alad accounts in connection with short
sales.

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 & broker to effect securities
transactions on margin,*®

Guide 11. Restricted Securities

Although the acquisition of restricted
sccurities (securities that must be registered
under the Securities Act of 1833 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 socurities if such
securities constitute five percent or more of
the registrant’s portfolio securities:
Otherwise, registrant’s policy concerning

Act. See also lnvestment Company Act Re No.
7221 {June 9, 1972} (37 FR 12790 (June 24. 1972)),

' Far & more complete dicussion of reverse
repurchase agreements, firm commitment
agreements, and standby commitment sgreements.
soe Investment Company Act Release No. 10666
{April 18, 1679) (44 FR 25128 (April 27, 1979)).

* Invesiment Campany Act Release No, 7221 (June
0, 1972) (37 FR 12790 {June 24, 1972)),

* Investmen! Company Act Release No. 7220,
supra note 5.

18 Investment Company Act Release No. 7221,
supra nole 6

restricted securities should be described in
the Statement of Additional Information,

Note.—If @ management account holds o
materisl percentage of its assets In restricted
securities, such holdings may raise questions
about valuation and the separale account's
ability to make payment within seven days of
the date it receives a requast for the -
withdrawal of contract values See also
Guides 13 and 26.

Guide 12. Purchase and Sale of Real Estate

Registrant should indicate the type of real
estute investments which it proposes fo
make, if any, in response to Ifem 5 and Item
19, aw appropriate in light of the level of any
such investments [see Guide 3). A
management account should not acquire
illiquid assets, including real estate withou!
an established markel, in excess of 10
percent of the registrant's net assets,*!

For purposes of these disclosure
requirements; the Division views sn Interes:
in real estate as including securities [other
than marketable securities) of companies
whaose assets consist substantially of rea!
property and interests in real property,
including mortguges and other liens, but does
not include securities of companies whose
investments in real estate ure incidental to its
primary business, e.g. banks,'*

CGuide 13. The Making of Loans to Other
Persons

In response to ltem 19, and, if appropriatc
in Item 5, the registrant should state its policy
on the purchase of non-publicly offered deht
securities {including convertible securities)
The purchase of a portion of an lssue 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 regisirant should
state whether it will make loans which are
shart term (nine months or less), Jong term, or
both. If 8 munagement 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
separale account to make payment within
seven days of the dale 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 markel. in
excess of 10 percent of the regisirant’s net
assets.'*

') Spe, e, Investment Company Act Release No
5847 (October 21, 1000) {35 FR 19889 [(December 11
14970)).

" However, interests in companies that inves! 10
real extute gre not interesty in real estate for
purposes of section 3(c)(5)(C) of the Act, See
Investment Company Release No. 3140 (November
18, 1860) (25 FR 12177 (November 29, I‘M))v

13 Seo lnvestment Company Act Relense No. 722
supra note 5.

“investment Company Act Release No. 5647,
supra note 11
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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

Item 5 discusses the amount of prospectus
disclosure about investment policies which

e changeable only if approved by a
majority of votes and any other policy
(whether or not an investment policy) which
he registrant treats as “fundamental.”
enerilly, the prospectus need not describe
licles that prohibit certain practices or
ractices thiat 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 1s stricter than that required by the
1940 Act to change a policy (see section
2[a)(42) and section 13}, the Statemen! of
A«

{
X
P

\dditional Information should so state.
By-laws or other basic organizational
documents submitted as exhibits to the
reglstration statement should be reviewed to
' certain a particular policy stated In
responsa to item 5 is not contrary to the
reglstrant's organizational documents. For
exumple, if the resolution of the board of
directors of the sponsoring insurance
company authorizing the establishment of the
registrant prohibits the registrant from
berrowing, the registrant should not state a
policy of issuing senior securities. The
reglstrant's organizational documents should
not contain any provision which precludes
compliance with the 1840 Act or the rules
under it. The organizational documents also
should provide the registrant's board of
menagers with authority to take whatever
action may be necessary to comply with any
applicable federal statute or rule.
Cuide 15, Investment in Companies for the
Purpose of Exercising Control or
Manogement

If one of the registrant’s significant
nvestmenl policies is to invest in companies
for the purpose of exercising control, as
lefined in section 2{a){9) of the 1840 Act, the
trant should explaln in the prospectus
xtent to which, and when, such
nvestments will be made. A statement that
the registrant is diversified or that it has a
policy of nol acquiring more than 10 percent
of the outstanding voting secutities of any
one insuer is not enough, since even such

“gistrants could invest for the purpose of
srercising control or management.™

Guide 16, Investment in Securities of Other
lnvestment Companies

Section 12(d)(1) of the 1840 Act limits the
percentage of voting securities of any other
nvestment company which the registrant
My acquire. That section also limits, with
wome exceptions, the percentage of the value
of the registrant’s assets that may be invested
W s2curities of other investment companies,

If the registrant intends to invest
tunificantly in the securities of other
Investment companies, the registrant should
Hute in the prospectus the percentage of its

‘lvestment Company Act Release No. 7221,
o note 8,

assats 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 investmant companies.

Guide 17. Tax-free Bonds—Issuer
Diversification

The identification of the Issuer of a tax-
exemp! security for purposes of section
5(b){1) of the 1840 Act depends on the terms
and conditions of the security. When the
assels 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
bicked only by the assets and revenues of
the subdivision, the subdivision would be the
sole issuer for purposes of section 5{h)(1).1*
Similarly, if an industrial development bond
is backed only by the assets and revenues of
the non-governmental user, then the non-

vernmental user would be the sole issuer
or purposes of section 5(b){1). A guarantes
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.!*

Guide 18. Concentration of Investments in
Particular Industries

Section 8{b)(1) of the 1940 Act reguires
every registered investment company to
include in its registration statement & recital
of its policies with respect to cancentration.
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 petcent 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 reglstrant's
ussels as a result of changes in value of either
concantrated securities or other securities,
the excess need not be sold.

The approval of a majority of votes is
generally necessary to change to o
concentration policy or a policy of not

.concentrating {See section 13(a)(3) of the 1940

Act). If the registrant has employed a pollcy
of concentration in the past but does not
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 spectfically 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(s)(3) of the 1940
Acl, unless the statement of investment
policy clearly indicates when and under what

1¢ Investment Company Act Release No, 9785
(May 31, 16977) 42 FR 20130 {June 7.1977)).
" ld_

specific conditions any changes between
concentration and non-concentration would
be made, Registrants may not reserve the
right 1o concentrate in particular industries
“without limitation if deemed advisable and
in the best interests of the contract
owners”,1#

Money market separato 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 bunk instruments issued by domestic
banks' if the Statement of Additional
Information discloses the type and nature of
the various bank instruments in which the
registrant intends to invest and the criterla
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.2®

Further, the statement of cancentration
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 of Companies Filing
Annual Reports with the Securities and
Exchange Commission, (the “Directory”)
published by the Commission. A registrant
may refer (o 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
@ single class are materially different.
Registrants selecting their own industry
classifications should disclose them () 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
nol 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 bands,™ it

1* Investment Company Act Release No. 9011
{October 30, 1975) (40 FR 55241 (November 21,
1975)).

!* United States branches of forvign banks may
be considersd domestic banks if it can be
demonstrated that they sre subject 1o the same
regulation us 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 associsted with investing in
Instruments issued by the foreign branch of a
domestic bank is the same as that of investing in
instr ts fssued by the d ic parent, in that
the domastic parent would be unconditionally liable
in the event that the foreign branch falled to pay on
its instruments for any reason, then the staff
beliaves that the registrant may treat that foreign
branch as & domestic bank for purposes of
concentration. Otherwise. the staff is of the opinion
that the registrant may not resorve freedom of
action lo concentrate {ts investments In instruments
lssued by foreign branches of domestic banks,

0 Investment C y Act Rel No, 9011,
supra nole 148,

* These would include, for example, bonds
recefving a Standard & Poor's rating of BEB or lower
or & Moody's reting of Bea or lower.

v
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should concisely but clearly disclose in the
prospectus the risks involved insuch
investments either in response to ltem 5 or
Item 1 (on the cover page). Where the
registran! chooses 10 use certain rating
criteria in its prospectus disclosure, the
registran! should also disclose the minimal
rating that the separate ascount would find
acceptable under the rating criteris it has
chosen. The registrant may place rating
services' descriptions of their rating criteria
in the Statement of Additions) Information.

Guide 20. Disclosure of Risk Factors

A registrant should address in the
prospectus the principal speculative or risk
factars 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
inveats, the type or aize of companies in
which it invests, the investment techniguas it
employs, or an innovative or unusual method
of pperation. Other risk factors may be due to
the absence of an operating history, minimal
capitalization, or the nature of 4 registrant’s
business.

A registrant tha! intends to invest as much
as 10 percent of its assets in {oreign securities
which are not publicly traded in the United
States must disclose this in the prospecius.
For many foreign securities. however, there
are dollar-depominated Americun Depository
Receipls ["ADRs" ). which are traded in the
United States an exchanges or over the-
counter, are insund by domestic hanks, and
do not nvolve the sime ousency risk as 4
foreign security. ADRs noed not be treated as
foreign securities for purposes of the risk
disclosure suggested by this guide,

Guide 21. Government Securities

if the registrant |s investing in United
States Government securities, the prospecius
should expiain when and to what extent the
registrant intends to do so, If the registrant is
significanily investing in United States
CGovernment securities on & roofine basis, the
prospectus should include the following
information: (1) The types of Government
wecurities in which the separate account will
invest; (2) examples of Government agencies
und 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 sume other
winy.
Guigde 22. Forelgn Currency Transactions

If the registrant proposes to invest in
securities denominated in foreign currencies
or 10 engage in currency Conversion
transactions, these policies should be
disclosed in the prospectus and, if
appropriste, in the Statement of Additional
Information {s=e 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 “senlor
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, 1978)).

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 & general
statement of the responsibilities of the board
of munagers.

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 u “policy-meking function™ for the
registrant. Any position held with affilinted
persons or principal underwriters of the
registrant by each of these individuals must
be described. The family relationships among
these individuals must olso be disclosed.
Executive and investment advisory
committee members must be identified and
their functions briefly discussed. I addition,
the registrant must indicate which membess
of its board of mansgers are “interested
persons” us that term is defined by section
2(a)(19) of the 1840 Act and the rules
thereunder,

The composition of the registrant’s bourd
of managers must satisfy section 10'of the
1840 Act. The Federal Rescrve Board takes
the position that, under section 32 of the
Banking Act of 1933, an officer or director of
a bunk 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, thal is currently
offering its shares ®*

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 anly thut capacity. Therefore,
officers, members of the baard of managers,
the investment adviser for. and counsel to the
registrant may not serve on any such board.®
The composition of an advisory board. if a
management account chooses to have one, is
also subject lo the requirements of section 10
of the 1040 Act.

The term, “fumily relutionship,” 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.*

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

= [nvestment Company Act Relesse No. 7221,
supro note 6.

»id

» See alse Investment Company Act Relesse 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 remunaration in
excess of $80,000,

It is the Commission’s view that the
registrant must disclose all forms of
remuneralion received by specified officers
and members of the board of mansgers.™
“"Remuneration” is intended to include cash
and non-cash items. Le. naf only all salaries.
fees, and honuses but also personal benefits.
commonly known as “perquisites.” * It is the
Commission's view that management is in the
best position to determine whether br not a
benefit should be considered remuneration,
in light of the facls and circumstances of each
situation.

Guide 24, Investment Advigory and Other
Services :

Item 6 requires the registrant 1o dentify in
the prospectus its investment adviser and the
services provided by its investment adviser
Registrants should address whether the
investmen| adviser is responsible for
portiolio management, and i not, who is. 1i
the registrant's adviser has no previous
experience in advising # mutunl fund or
management account, this fact should be
disclosed as a risk factorin the prospecius

ltem 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 s of each investment
adviser and the basis for their control. The
registrant must identify any affilistions
between such persons and the registrant. If
uny affiliated person of the registrant is also
an affiliated person of an adviser, the identity
of that person and all bases of affillation
must be disclosed, ltem 21 calls for a detailed
discussion in the Statement of Additional
Infarmation concemln? the method used to
compute the advisory fee paid by the
registrant or its sponsoring insurance
company. In sddition, the registrant must
describe in Part B all services perfarmed for
it, or on its behalf. pursnant to any
investment advisory or management-related
service contract,™ 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 investmen!
advice on a more informal basis must also be
identified, and the nature of the arrangement

= A stated in Investment Company Act Relense
No. 900 {August 18, 1977) (42 FR 420585 (Augus! 25
1977))

* For o detailed discussion of those personal
benefits which the staff bas interpreted 1o be
remuneration requiring disclosure. see Investment
Company Act Roleass Noa. 8900, supm; 10112
(Fobruaty 6 1978) (43 FR 6060 [February 13, 1976])
12070 (December 3, 1981 (46 FR 60421 (December
10, 1961)).

= See instructions for Item 21(d) of Farm N-3 for
the definition of the term “management-related
service contragh.”
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ind remuneration should be discussed. All describe in the Statement of Additional based on market value when readily

investment advisory services must he
provided pursuani lo & written contract
which complies with the provisions of section
15 of the 1840 Act.™

Item B requires the regisirant to provide in
the prospectus the name and address of any
admintstrative or servicing for the
woarate account. ltem 21 calls for identifying
information cancerning 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
compuny, or registered depository, the
registrant must stale in the Statément of
Additional Information the nature of the
business of each such person. ltem 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
liated with the management account, the
inagemant account is considered a self-
custodian for purposes of section 17{f) of the
1940 Act and is subject to regulatory
requirements different from those applicable
1o other custodians.

Guide 25. Brokerage Allocation

I the registrant uses affiliated brokers or
lakes the sale of its contracts into sccount
when allocating brokerage,™ & statement to
that effect must be included in the prospectus
in response to Item 6. In addition. a-

relief fram section 27(c){2} of the 1940 Act
before it may pay commissions to affiliated
b!’.‘kufs,

Responses 1o Item 6 should be concise and
should not include lengthy descriptions of
technical or legal requirements or practices
thnt 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, Jtem 22 requires the registrant to
describe how transactions in portfolio
securities are effecled, including a stalement
ebout mark-ups on principal transactions and
brokerage commissions paid during the most
recent fiscal year. Further, a registrant must

= Regintrants should note tha! the disclosure
requirements of both Part A and Part B apply te
e ndvisers as well, see Investmen) Company Act
Release 7220, supra note 5.

" On March 4, 1981, the Commission approved an
NASD proposal to amend portions of Arficle 1L
section 26 of the NASD Rules of Fair Practice and
rlated Interpretations of the “Anti-Reciprocal
Rule,” Investment Company Act Relpase No. 11662

Murch 4, 1981) (46 FR 18012 (March 10, 1981}). The
nde as no looger probibits NASD

~embers from seeking or granting brokerage
commissions in connection with-the sale of
nvestment gompany, sheres, and permils NASD
members 1o sell shares of investment companies

hat follow a disclosed policy of cansidering sales of
their shares as a factor in the selection of broker-
dezlers to execute portfolio transactions, subject o
specified conditions.

Information how it selects brokers and
evaluates the commissions to be paid,
including the fuctors considered, such as
research services provided by that broker. If
research services furnished by brokers used
by the registrant to effect ils 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 gulde 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 1840 Act prohibits
suspension of the right of redemption or
postpanement of payment upon redemption
of @ redeemable security of @ management
account. for more than seven days afler the
proper tender of the security for redemption,
with certain limited exceptions. Redemption
payments may be withheld for more thun
seven days, if necessary, to prevent the loss
or dilution of net asset value tha!l can occur
when purchase checks are dishonored.” 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 aveid
delays in redemption payments, such as use
of a certified check to purchase the varlable
annuity coniracts,

To accommodate contracts that provide for
variable annuity options based on life
contingencies. rules 22e-1 and 27¢-1 under
the 1940 Act (17 CFR 270.22¢-1 and 270.27¢-1)
grant exemptions from the redemption
requirements of sections 22(e) and 27(c)(1).
Rule 27¢c~1 exempts registered separate
uccounts, thelr 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 ta the annuity
payment period of variable annuity contracts
under which payments are based on life
contingencies.

If there is & synopsis in the prospectus, it
should show where in the prospectus
investors can find a description of
redemption procedures.®

Redemption procedures are frequently
confusing to investors. Therefore, special
care should be given to explaining when
signature guarantees are necessary, and who
can mske such guarantees.™

Guide 27. Valuation of Securities Being
Offered

Registrant must identify in the prospectus
the vaivation method used. Sometimes, value
can be determined fairly in more than one
way. For any asse! traded on a national
exchange, valuation normally should be

» For u discussion of the conditions under which
an investment company can delay tedemption for
more than seven days pending clearance of
purchase checks, see Investmen! Company Institute
{Pub. avaeil. May 3, 1975).

% See Guide 31: The Synopsis.

” Soe lovestment Company Act Releasa No. 7220,
supra nole &

available.? 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 vatuation should be within
the range of the quoted prices. Some
companies as & matter of policy use the bid
price. others use the mean of the bid and
usked prices, and still others use o valuation
within the range of bid and asked prices
considered to best represent value in that
circumstance; each of these policies is
acceptable i 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 (ss in
the case of certain debt securities), further
consideration should be given as to whether
“marke! quotations are readily available” If
they are not readily available, the alternative
method of valuation prescribed by section
2(a)(41}—"fair valoe 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 avallable 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 & particulur security: or if may use
a valuation within the rangs of bid and asked
prices considered best to represent value in
that circumstance. Any of these policies are
appropriete if consistontly applied.

1f the validity of the quotations appears to
be questionable; or if the number of
quotations indicates that there is & thin
marke! 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.

Investment Company Act Relewse No. 7221,
supra note i often value their debt
securities by reference to other securities which are
considered comparable in rating, intetest rate, due
date. etc. (often called “matrix pricing”) or rely on
pricing services which use mateix
valuation of these instruments. Responsibility for
mufking aure thit o pricing method is proper rests
with the registrant.
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To comply with section 2(3)(41) of the Act
und 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 quotutions are
not readily available have been considered
and determing the method of arriving at the
fair valus of pach 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 ga the amoun! which the
owner might reasonably expect to receive for
them upon their current sale.*

Securities held by the registrant that may
nol be seld to the public without an effective
regisiration statement under the Securilies
Act are considered securities for which
market quolations are not readily available.
They must, tharefore, be valued in good faith
by the board of managers.™ It would he
improper for the board of managers to value
these securities al the market quotation for
unrestricted securities of the same class
without considering other relevant faclors,
although the quotation may be considered in
making the finsl valuation. ™ The existence of
ashelf registration for the restricted
securities also may be considered as a factor
in determining the value of the securities, but
there may nol be ‘an automatic valuation at
market price based on this factor alone.™

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
consgfvative value, or the mean average of
bid and asked prices. The use of bid price
alone to value short positions is not
appropriste.

Certain securities trading practices such as
roverse repurchase agreoments, firm
commitment agreements, and standby
commitmen! agreements require the
consideration of special factors in connection
with viluation. For example, changes in the
value of a firm commitment sgreement will
affect the price ut 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 inzccuracies exist
with regard to the valuation of such trading
practices.* 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 acteal standby commitment will
be valued at zero in determining net assel
value, In such event, where the separate
account pays directly or indirectly for n
standby commitment, its cost will be

“For a general discussion of the factors 1o he
vonsiderad in this determination, see Invesimant
Company Act Release No. 6295 {Decombaer 23, 1870)
{35 FR 16008 {December 31, 1870)).

¥ investment Company Act Release No, 7221,
supra nole 8.

* Investment Company Act Rulease No, 5847,
supro note 11,

Mpvestment Company Act Relesse No. 6121 [July
20, 1970),

* Investment Company Act Release No. 10668,
supra note 7.

reflected &8 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
commilment is exercised or expires.™

The maturity of a municipa) obligation
purchased by the separate sccount will not
be considered shortened by any standby
commitment to which such obligation is
subject. Therefore, standby commitments will
nol affect the dollar weighted average
malurity of the separate account’s portiolio.
However, where a money market separate
pecount acquires & variable rate or floating
rale municipal obligation having s demand
feature which allows the separate account
unconditionally to obtain the amount dus
from the issuer upon notice of seven days or
less, the maturity of the instrument will
normally be the langer of the notica period
for the commitment or the time remaining to
the next rale adjustment,

Money market separate accounts with
portfolio securitles that mature in one year or
less may use the amortized cost method to
vitlue their securities pursuan! to the
conditions of rule 2a-7.* If the portiolio of a
money market separate sccount is 1o be
valued at amortized cost, there must be
disclosure in the Statement of Additional
Information concerning the effect of this
method of valuation on the separate
aceount’s accumnlation unit value and yield
is interest rates change, and on the
corresponding dilution of interests in the
separate account,

The prospectus must disclose when
caloulations of accumulation unit value are
generally made. The current accumulation
unit value of redeemable securities should be
computed in accordance with rule 22¢-1
under the 1940 Act [17 CFR 270.22¢-1), Lo, &t
least once dally on each weekday (except for
customary national and local business
holidays listed 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 recoived. These calculations of
accumulation unit value should be made at
such specific time or times during the day as
determined no less frequently than snnually
by« majority of the board of munagers of the
separate account. A separate account need
not compule accumulation unit value on a
day when no security was tendered for
redemption and no order to purchase such
security was recelved or was on hand, having

*Thero may be sliemative methods of valuing of
standby commitménts, but in any event the valus of
the stundby commitment together with the
underlying security should not exored the smount
tecoived by the separate account epan disposal of
the underlying securily. At the time these guidelines
were published, the wtaff was considering
recommending a rule or intespretive release Lo the
Commission on valuation of standby commitments
and securities subject 1o standby commitments,
Registrants should check rule 24-7 for any
amendments on this matier,

*Investment Compauy Act Releass No. 13380
{July 11, 1083) (48 PR 32555 (July 18, 1983)).

been received since the last previous
computation of accumulation unit value. ¢

Guide 28, Distribution Expenses

Item 7 requires thal separate accounts ths
bear distribution expenses in accordance
with rule 12b-1 disclose this fact to
shareholders in the prospactus,

Many registrants are exempted from
sections 26{a){2)(C) and 27{c){2) of the 1940
Act to permil them to deduct a charge for 1he
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 1o cover expected distribution
cosls, 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, * Thase representations
should be disclosed in the Stateman! of
Additional Information.

When special arrangements will be mode
to sell variable annuity contracts to
customars of depository institutions, possible
applicability of the Glass-Steagall Act should
be discussed in the prospectus. The legal
issues ralsed by payments to depository
institutions fur their services in this
connection should be identified, and the
consequences for the separate aceodnt, if
these issues are resolved adversely, should
also be discussed.

Guide 20. Finuncial Statements

The form, content, and presentation of
financia! statemenlts are prescribed by
Regulation S-X (17 CFR Part 210), If the
financial statements of the registrant are no!
provided because the registrant does not
have any assats, a statement o 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 Marke!
Separate Accounts

Far guldance in respon to Item 4(c) ond
Item 25, the registrant should refer o
Investment Company Aot Release No, 13042
(February 28, 1083) (48 FR 10297 [March 11,
1983)); Investment Company Act Release No
11028 [January 28, 1980) (45 FR 7578
[FeSiruary 4. 1980)); and Investment Compurny
Act Release No. 11379 (September 30, 1950)
(45 FR 67078 {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
confractowner éocounts (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

“Investmen! Company Act Release No. 10627
(Augusi 13, 1979) (44 FR 456858 {August 20, 1979))

“For » more delailod discussion of the conten's
ol the rule, see Investment Compiny Act Releus:
No. 11414 (October 28, 1980) (45 FR 73808
(November 7. 1880).

“ Par a discussion of representations by
upplicants seeking this exemptive relief, see
Investiment Company Aot Release No. 14180
(October 11, 1884) (40 FR 40879, October 18, 1884])
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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
contruct (£e. all of the “qualified” sub-
accounts or all of the “non-qualified” sub-
sccountsh
Guide 31 The Synopsis

A synopsis provided pursuant to ftem 3 of
¥orm N-3 should clearly and concisely
describe the key features of the vffering 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 & question-and-answer
format,

The synopsis should include (1) a brief

description of how the registrant proposes to

schieve its Investment abjectives, including
the 1y pes of securities in which the registrant
groposes to invest primarily and whether the
registrant proposes 10 separate as a
diversified ar nondiversified investment
company and (2) o summary of the principal
specilative or risk factors associated with
investment in the registrant, including factors
peculinr to the registrant ay well as those
generally ansociated with investment in an
investment company with objectives and
policies similar to registrant’s.

The synopsia should also (1) provide the
nime of the invesiment adviser, and, if any
other person provides services of the type
customarily provided by an investment
sdviser, the identity of such person and the
services provided; (2) provide a cross-
relerence 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 &
contractowner {or annuitant) mey redeem
ind any penalty taxes that may be assessed
Lpon redemption; (4) state the maximum
pereentage load that may be assessed against
iny given amonnt or ennuitized
ad provide a cross-reference to the
jescription in the prospectus of the
deductions and expenses; and (5) provide
either i full description of or & cross-
relerence to the description in the prospectus
of any “ten-tlay free look™ or similar
provisions.

The synopsis may include additional
tnformation, pravided 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 accoun! should (1) concisely
describe how the charge s 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
ennuitization), 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 uttributabie to that
contract.

Any adminisizative 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 sccounted 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 registramt’s financial
statement from other withdrawal or
redemption amounts that result in & reduction
of ownership units depends upon individual
facte.

Guide 33. Deferred Sales Loads

Item 7 of Form N-3 requires the registrant
to describe uny sales loads, A sales load not
subject to any contingency should be
described as a deferred sales load, nof ¢
“contingent” deferred sales lond. A deferred
gales 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 s given percentage of contract
value may be withdrawn without imposition
of & sales Joad (s “free corridor™).

The description of any deferred sales load
(contingent or not) should include (1) how the
deduction wiil 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 contrectowners who are also
employees of the registrant); and (3) the
maximum amount of the sales load as
percentage of purchuse paymeats received.
See rule 6c-8 under the 1940 Act (17 CFF
270.60-8) 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 aceording to
the langth 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 cuse of a
g:md redemption, the amount deducted will

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 contraciowner has requested
5100, 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 sules Toad 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 87 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 vilue remmining after the
contractowner is paid the amount requested).

Additionafly, if the registran! allows
withdrawal or a given percentage of contract
value without imposing s 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
determing the amoun! of the permitted free
withdrawal (e.g., at the beginning of the
contract year ar the date of the withdrawal
requesl).

Guide 34. Annuity Payments

Item 9 of Form N-3 requires registrants 10
describe in the prospectus the amnuity
options available under & contract and the
materinl factors that determine the level of
annuity benefits. Registrants should discuss
variables that impact the leve! of payments
such as the age al 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 o 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 toreflect the investment experience of
the separate account and that the assumed
investment return is a fulcrum rate around
which variable annuity payments will
fluctuate 1o 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 8 higher
initial payment, & more slowly rising series of
subseguent payments when actual
investment performance (minus any
deductions and expenses) exceeds the
assumed investment return, and & more rapid
drop in subssquent payments when actual
investment performance {minus any
deductions and expenses) is less than the
assumed investmen! retum.

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 firsl, 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 dale of annuitization
(adjusted for any deductions) to the annuity
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purchase rate for the annuitant's annuity
option, sex, and adfusted 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.
Registranis should disclose that the amount
of subsequent annuity payments is
determined by multiplying the number of
annuity units credited to an annuitant's
sccount 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 ansount
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
neutraliza the assumed investment return.
Reslltmnu 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.

Gulde 35, Crediting of Contract Values

Item 11[a){if) of Form N-3 requires
disclosure about when initial and subsequent
purchase payments are credited, Section
22(c) of the 1840 Act (15 U.S.C. 80a-22(¢)) and
rule 22c-1 (17 CFR 270.220-1) establish
stundards for crediting purchase payments
for securities of registered investmenl
companies, However, the staff has not
objected 1o disclosure that an injtial purchase
payment under & variable annuity contract
would be credited within two business days
of receipt if the contract application and
other necessary information were complete
as recelved by the office fssuing the contract,
and within five business days of receipt if the
application and other information were
incomplete when received. Registrants
foll 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
specifically requests that the purchase
payment not be returned.“

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
abou! choices available to & prospective
annuitant and the effect of not specifying a
choice, Registrants should disclose any
automatic purchase of a fixed annuity (Le.
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
u fixed pay out of amounts that have
accumulated on a variable basis is not

*“The Commission proposed codifying these
stundards in an amendment to rule 22c-1 under the
Act. See Investment Company Act Release No,
13913 (May 1, 1964) (46 FR 19320 (May 7, 1084)).

consistent with section 27(c)(1) of the 1940
Act (15 U.S.C. B0a-27(c){1)). 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.

Guidblines for Form N4

This release contains Cuidelines prepared
by the Division of Investment Management
for registration statements on Form N4 for
separale accounts organized as unit
investment trusts. The Guidelines are based
on Commission releases and stafi
inlepretations. 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 musi be consistent
with section 35 of the Investment Compuny
Act of 1840 (*1840 Act™), which prohibits,
among other things, use of & 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 investmeont 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 & separate
account organized as a unit investment trus!,
for more than seven days after the proper
tender of the security for redemption, with
certain limited exceptions, The stafl 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

!For a discussion of the conditions under which
an investment company can delay redemption for

procedures for obtalning 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 us use
of a certified check to purchase the variable
annuity contract,

To accommodate contracts that provide for
variable unnuity options based on life
contingencies, rules 22e-1 and 27¢-1 under
the 1940 Act (17 CFR 270.22¢-1 snd 27¢-1)
grant exemptions from the redemption
requirements of sections 22(e) and 27(c)(1)
Rule 27¢c-1 exempis registered separate
accounts, their depositors and underwriters
from the requiremaont in section 27{c)(1] of the
1940 Act that periodic payment plan
certificote be a redeemable security (and
from the surrender provisions of section 27(d)
of the 1840 Act) with respect to the annuily
payment period of variable annulty contracts
under which payments are based on life
contingencies.

If there is a synopsis in the prospectus, if
should show where In the prospectus
investors can find a description of
redemption procedures,?

Redemption procedures are frequently
confusing to investors. Therefore, speciil
care should be given to explaining when
signature guarantees are necessary, and who
canmuke such guarantees.”

Guide 4, Distribution Expenses

Many registrants are exempled from
sections 26(a)(2}(C) and 27(c){2) of the 1840
Act to permit them to deduc! a charge for the
assumption of mortality and/or expense ris
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 reglstrants represent that there o
a reasonable likelihood that the separate
scoount’s distribution financing arrangemen!
will benefit the separate account and
contructowners, nmong other requlrements. *
These representations should be disclosed in
the Statement of Additional Information

When special arrangements will be made
to scll 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 dapository
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 pending clearance of
purchase checka, see Investment Company Institute
(Pub. avail. May 3, 1975),

*Sée Guide 7: The Synopsis.

*Investment Company Act Relsnse No. 7220 (june
0. 1972} (37 FR 12790 [June 24. 1972)).

*For a discussion of representations by
applicants seeking this exemptive reliof, see
Investment Company Act Releuse No. 14180
(October 11, 1984) (49 FR 40679, October 18, 1584}




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

26189

-_s

statements of the registrant are not provided
because the registrant does not have any
assets, a statement to thal effect should be
placed before the financial statements of the
depositor-in the Statement of Additional
[nformation,

Guide 6. Yield Quotations of Money Market
Sub-Accounts

For guidance in responding to Item 4(b) and
ltem 21, the registrant should refer to
Investment Company Act Release No. 13046
{February 28, 1983) (48 FR 10297 (March 11,
1983)); Investmen! 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, 1880)).

Deductions should be pro rated among the
sub-accounts of the separate account. If the
deduction is & 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
sverage number of contractowner accounts
that have money allocatéd to each of the sub-
sccoants for the same kind of contract (f.e.,
all of the “qualified” sub-accounts or all of
the “non-qualified” sub-accounts),

Cuide 7: The Synopsis

A synopsis provided pursuani to liem 3 of
Form N-4 should clearly and concisely
desctibe the key features of the offering and
the registrant. The information in the
synopsis need not be in the order or the
munner described in this guide, and it may be
presented in @ question-and-answer format.

The synopsis should include: (1) A cross-
reference to the description in the prospectus
of how te purchase the variable annuity
contracts being offered: (ii) cross-references
lo the descriptions in the prospectus of how a
contractowner {or annuitant) may effect a
redemption and any penalty laxes that may
be assessed upon redemption; (iii) the
maximum percentage load that may be
1ssesyed against any given aumount redeemed
or annultized and s 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 nol, by its
nature, quantity, or manner of presentation,
mpede understanding of required
nformation.

Cuide 8, Administrative Charges

The discussion of any administrative
charge deducted from the value of the
contractowner's account should (1) contisely
describe how the charge is deducted in both
the necumulation 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.¢. 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 atiributable to that
contract.

Any sdministrative 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
stalements 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 N4 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 un 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 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 6¢-8 under the
1940 Act [17 CFR 270.6¢-8) which limits the
amount of a deferred sales load to no more
than nine percen! of the purchase paymenis
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 redémption, the amount deducted will
be a percentage of the amoun! 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
contraclowner 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:

(8) The contractowner receives 393 and the
sales load is $7 for a total withdrawal of $100
{i.e., the sales load is 7% of both the amount
requested und 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.2.. 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

(¢) 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 (s 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 lond
(e.g. u 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
requist).

Guide 10. Annuity Payments

Item 8 of Form N—4 requires registrants {0
describe in the prospectus the annuity
options avallable 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 1o 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 fo 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 belter
or worse than the assumed investment return,
Where annuitanis are given a choice in
assumed investmen! 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 & more rapid
drop in subsequent payments when actual
investmen! 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 thal the
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amount of the initiul payment is determined
by applying the value of the annuitunt's
contrsct as of the date of annuitization
(adjusted for any deductions) to the annuity
purchase rale 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 smount
of subsequent annuity payments is
determined by multiplying the number of
annuity units credited to an anouitant's
sccount by the value of an annuity unit at the
time of each payment where (1) the number
of annuity units credited 1o an annuitant’s
account is determined by dividing the amount
of the first annuity “:aymem by the value of
an annuity unit at the time of that psyment,
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 initfal and subsequent purchase
payments are credited. Section 22{c) of the
1940 Act (15 U.S.C. 80a-22{c)) and rule 22¢-1
(17 CFR 270.22c-1) establish standards for
crediﬂng‘r\m:hnn payments for securilies of
registered investment companies. However,
the staff has not objected to disclosure that
an initial 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 munst
disclose it and also disclose that, if the initial
purchase payment {s not credited within five
business days, the purchase payment will be
immediately returned the prospective
purchaser has been informed of the delay and
specifically requests that the purchiase
payment not be returned.®

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).

Culde 12. Automatic Annuity Options

1tem 8 of Form N-4 calls for disclosure
sbout annuity option cholces available to a
prospective annuitant and the effect of not
specifying a choice. Registrants should
disclose any automatic purchase of a fixed
annuity (L. the annuity selection that will be
made by the company if the prospective

* The Commission proposed codifying these
standards in an amendment o rule 220-1 under the
Act. Soe Investment Company Act Release No,
13913 (May 1. 1084) [49 FR 10320 [May 7. 1024)].

annultant has not chosen an option), The
slaff has taken the position that an automatic
annuity involving a fixed pay out of amounts
that have sccummulated on a variable basis
is not consistent with section 27{c)(1) of the
1940 Act (15 U.S.C. 80a-27(c)(1)). 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. 85-14805 Filed 6-24-85; 8:45 am]

BILLING COOE 8010-01-M

17 CFR PART 288

[Release Non. 33-6589- 34-22158; 39-996;
AFDB-1)

Primary Offerings by the African
Development Bank

| AGENCY: Securities and Exchange

Commission.
AcTion: Final rules.

suMmARyY: The Commission today is
adopting a new regulation specifying the
periodic and other reporis 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
Mertin L. Meyrowitz, (202) 272-3250,
Office of Intemational 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,*
is virtually identical to Regulations BW,?
IA;? and AD,* which prescribe the

'17 CFR Part 208
17 CFR Part 285,
*17 CFR Part 288
417 CFR Purt 2587

reports (o 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
somelimes be collectively referred to
herein as the "Banks”.) *

L. Background

United States membership in the
IBRD, IAD, AD and AFDB was
authorized by the Bretton-Woods
Agreements Act, the Inter-American
Development Bank Act, the Asian
Development Bank Act, and the African
Development Bank Act (the "Act”},
respectively.® Section 9(a) of the Act?
and each of the aforementioned Acts
provides, in relevant part, that cerlain
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 1933 *and section
3(a)f12] of the Securities Exchange Act
of 1934, An exemption is also available
under the Trust Indenture Act of 1839,
Despite the exemptions, each of the Acts
requires the Banks to flle with the
Securities and Exchange Commission
such annual and othar reports with
regard 1o such securities as the
Commission shall determine to be
necessary in the public interest or for
the pratection of investors. !!

The organization and financing of the
AFDB closely follows the 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

*Regulation BW was adopted in Securities Act
Releasn No, 3384 (January 9, 1850). Regulation JA
was adopled In Securities Act Release No, 4200
{October 25, 1950). Regulation AD was adopted in
Securities Act Release No, 4889 (December 18,
1067].

22 U5.C. 280 ot seq., Pub, L. No, 79-171,
approved July 31, 1945 22 U S.C. 263 et seq.. Pub. L.
No, 86-147. approved August 7, 1050; 22 US.C. 265
ol 'seq., Pub. 1. No. 89-308, approved March 16, 1866
22 U.S.C. 2001, Pub. L. No. 7-35, approved August
12, 1881, respectively. 2

122 U.S.C. 200i-9(a).

*15 US.C, 77a-77aa (1076 and Supp. V 1081), o2
omended by \he Business Regulatory Reform Act of
1962, Pub, L. No. 97281, § 10{d), 96 Stat, 1121 (1002}
speciiically 15 US.C. 77cla)(2).

*15 ULS.C. 78s-78kk (1878 and Supp. V 1851). os
amended by theAct of June 6, 1083, Pub. 1. No. 80-
38; specifically 15 US.C. 78c(a)(12)

15 US.C. ?2730a-77hbbb, as ompded:
specifically 15 US.C 77ddd{4).

1 See note 7, supro,




