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17 CFR Part 270 

[Release No. lC-13632; S7-10041 

Request for Comments on Issues 
Arising Under the Investment 
Company Act of 1940 Relating to 
Flexible Premium Varlable Ufe 
Insurance 

AGENCY: Securities and Exchange 
Commission. 
ACTION: Request for written comments. 

SUMMARY: The Commission is 
requesting written comments on issues 
raised by a petition for rulemaking 
relating to a new type of insurance 
product known as flexible premium 
variable life insurance. Petitioner, an 
insurance industry representative, has 
asked that the Commission adopt a rule 
which would exempt separate accounts 
offering this product from various 
provisions of the Investment Company 
Act of 1940. To aid public discussion of 
the issues raised under the Act, the 
Commission is publishing petitioner's 
suggested exemptive rule. However, the 
Commission takes no position on the 
merits of the suggested rule. 
DATE: Comments must be received on or 
befo� February 14, 1984. 
ADDRESSES: All communications on this 
matter should be sent, in triplicate, to 
George A. Fitzsimmons, Secreta_ry,_ Securities and Exchange Comm1ss1on,
450 Fifth Street, NW., Washington, D.C. 
20549. Such communications should 
refer to File No. S7-1004 and will be 
available for public inspection at the 
Commission's Public Reference Room, 
450 Fifth Street, NW., Washington, D.C. 
20549. 
FOR FURTHER INFORMATION CONTACT: 
Thomas P. Lemke, Special Counsel (202) 
272-2061, or Jay S. Neuman, Attorney
(202) 272-2067, Division of Investment
Management, Securities and Exchange
Commission, 450 Fifth Street, NW.,
Washington, D.C. 20549.
SUPPLEMENTARY INFORMATION: On June 
29, 1983, as supplemented on September 
15, 1983, the Commission received a 
rulemaking petition [File No. 4-225) 1 

'The petition was submitted under section 553(e) 
of the Administrative Procedure Act [5 U.S.C. 
553(el] ("APA") end rule 4(e) of the Commission's 
Rules of Practice (17 CFR 201.4(el]. 
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would allow policyholders to 
inequitably shift sales expense to other 
policyholders or the insurer. 
IV. Text of Additional Paragraph for
Proposed Rule Under Section 6{e)

It is proposed that the following 
paragraph (d)(3) be added to the rule 
proposed in the Petition: 

(d)(3)(A) Solely with respect to 
increases in or additions of insurance 
benefits requested by a policyholder 
after issuance of a flexible premium 
variable life insurance policy, such 
policy shall be deemed to satisfy 
paragraphs (b )(14)(i), (b )(14)(ii), and 
(b)(14)(vi) of this Rule provided.that 
during each policy period through the 
maturity date specified in paragraph 
(c)(8)(B)(ii) of this Rule: 

(i) The cash surrender value, the death
benefit, any incidental insurance 
benefit, and any endowment benefit 
provided under the actual policy are not 
less than the respective sums of the cash 
surrender values (including any amounts 
that would be refunded under paragraph 
(b)(14)(vi)(A) of this Rule), death 
benefits, incidental insurance benefits 
and endowment benefits that would be 
provided under the base test policy and 
the incremental test policy, and 

(ii) The sum of the sales loads charged
in. such policy period and all preceding 
policy periods shall not exceed the sum 
of the corresponding sales loads under 
the base test policy and the incremental 
test policy. 

(B) The following assumptions shall
be used in applying paragraph (d)(3)(A): 

(i) Premiums for the actual policy and
the test policies are paid in each of the 
following alternative amounts: 

(a) Level annual premiums for the
base test policy equal to the guideline 
annual premium for such policy, 
commencing upon issuance; level annual 
premiums for the incremental test policy 
equal to the difference between the 
guideline annual premium for the actual 
policy after the increase in or addition 
of insurance benefits and before such 
increase or addition, commencing upon 
such increase or addition; and level 
annual premiums for the actual pglicy 
equal to the guideline annual premium 
for such policy, commencing upon 
issuance and addjusted for such 
increase or addition as of the date-of 
such increase or addition; and 

(b) A single premium at issue for the,
base test policy end for the actual policy 
in en amount equal to the guideline 
single premium for the actual policy at 
issue; end a single premium for the 
actual policy end the incremental test 
policy equal to the additional guideline 
single premium needed for the actual 
policy upon the increase in or addition 

of insurance benefits; as of the date of 
such increase or addHion; 

(ii) Net investment earnings are
earned at an annual effective rate of 
four percent; end 

(iii) No partial wit�drawals or
surrenders are effected·under the actual 
and test policies. 

(C) For purposes of: this paragraph
(d)(3): 

(i) "Actual policy" 11hall mean the
flexible premium variable life insurance 
policy issued to the policyholder, end 
adjusted for .the increase in or addition 
of insurance benefits, as of the date of 
such increase or addition. 

(ii) "Base test policy" shall mean the
actual policy had the ;increase or 
addition not occurred. 

(iii) "Incremental test policy" shall
mean a flexible premium variable life 
insurance policy that'is issued on the 
date of the increase or addition, 
provides insurance benefits identical to 
the incremental change in insurance 
benefits under the ac�ual policy upon 
such increase or addHion,, and charges 
sales load in any mariner, without 
requiring any sales load to be 
refundable under paragraph 
(b)(14)(vi)(A) of this Rule, satisfying the 
provisions of the Act and this Rule. For 
purposes of satisfying the provisions of 
the Act and this Rule; the amounts . 
specified in paragraph (d)(3)(B)(1) (a) 
and (b) as paid for the incremental test 
policy shall be treate� as the guideline 
annual premium a·nd guideline single 
premium, respectively, for such policy. 
[FR Doc. 83-31916 Filed 11-�: 8:45 am] 

BIWNG CODE I01M1-II 
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