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September 19, 1990

M, Jé’ﬁf pahnka
Pre-Marger Notification Office
federal Trade Commission

B hig lsster is to follow-up on our telephone conversation ___
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assets® for purposes of the site-of-person test.

A I explained to you during our telephone conversation,
vgeparate account assets" are reflected on the balance gheat of a
' 1ife insurance company or on the consolidated balance gheat of &
1ife insurance holding company as a separate item with an
tting entry for separate account liablilities, Eeparate
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registered as unit investment trusts, invest the assets from thne
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By law and for statutory accounting purposes, the assets and
1iabilities of the separate accounts are clearly identified and
distinguished from othor assets and liabilities of the insurance
cofipany. For your information we have encloeed a copy of Section

2rd N I et 26, 6T O35




 J O W B NtV -
September 19, 1990
Page 2

@pproXimaTes MarkeT VAlU®, ang geneIally IepIreBulllt PUlICYUWNSL
Tl e g+ ey Lk o 8 {ni e rod hg spanunes € sane

policyCwnors and cOntractowners over & specliied peried. Net
investment income end realized and unrealized capital gains and
losses related to the separate account assets are not reflected
in the statements of operations of an insurance company or
insurance holding c¢company.

Wo understand that the Commission has changed its position. as
stated {n Interpretive Letter No. 98, permitting the “netting" of
&n asset and a liability in applying the size-of-person test,
where an asset has an identical offeetting liability epecifically
reiated to the amset. However, we belisve the facts with respact

thosa dealt with in Interpretive Letter No. 98. Unlike the
advertising monies dealt with in Interpretive Letter No. 58,
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allocable to policies and contract obligations are not subject to
the general liabilities of the insurance company and must be
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separate fund and the contractholders look to the separate
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company have any rights against the funds in the separate
accounts allocable to such contract liabilities. 1In effect, the
separate accounts represent separate mutual funds established by
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Interpretive Letter No. 96 provides that life insurance

companies that in thelr last regularly prepared annual repoxt of
I il 3 AC e SosTat-af Ty 1 aRWH Y peSonSe
premiums written* (i.e., net of reinsurance ceded) as their

‘"afnnual net sales” within the meaning of §801. ll(cé (). "Total

fiet premiums written® is reflected on lins 20(d) of “Exhibit
1~Part i, Premiums and Annuity COnsiderations" and carried over
to line 1 of the *Summary of Operations" on Form 1.

*Annuity and other fund deposits" are amounts paid by
contract owners to the insurance company under an annuity
contract or other insurance policy. A contractually determined
portion of *annuity and other fund deposits" received by the
insurance company must be deposited in the separate accounts.
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“1i{ke premiums, the "annuity and other fund deposits" and
g%é:ﬁﬁ'fgra to sé‘parata accounts” itemsfage reilagt:gn:egirgggly
. the Summa . Operations eection of Form 1 & ) ,
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rincipals they are “netted" in reporting revenus. Bince =
ntexrpretive L ' . mits the insurance company to "net
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surance company would also "net"” the amount OI °TransBzers o
égptfate', accognts" against "annuity and other fund deposits".
i et aal ~, fa tha teaptment nf_reinsurapnce proyided

I
economic reality (i.e., & portion of the economiC '
ssggociated rhe contract are transferred to the separate
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It that, ;hn gmmn{gninn concur in our analysig that :
Q

l' N sales” under §801.11(c)(1) and that "separate acconnt asece- oz
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a 1ife f{nsurance company should not be included in determining
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§ 2982 DELAWARE INSURANCE CODE 234

i . rightorabsence of yight of pariicipation is reasommbly related . -
_1 . tothe nrepivrm phernad snithe ingnrap jentherwi-a nat {n «
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§ © heslth angd annuity contracts) of this title, T
{

i 6' 2933. Penslon, profit sharing, annuity agreements; sepa.
‘ rate accounts
| , 19)_Afdamestip lifa i?);nvnv mav antahlizsh Aha a¥ mara san.

paid to the Insurer in connection with a pension, retirement
b or profit sharing plan or an annuity which are to be applied
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! — - ﬁ“"b? "I"h'a- g—é;n;ts glloeated tn each such asronnt and asen. l
sharing or annuity funds) of this itle.
: : ~ (¢) The Income, if any, and gains and losses, realized or un-
neahzed on each such account ghall be credited to or charg'ed

assets of each such account equal to the reserves and other
contract Habilities with respect to such account shall not be

i ’ chareenhls pith JiahlUitles arisingaqnt of 4ny ather Jinafnoss

I Nabilities with respect to such account. That portion of the

terms of the epplicable contract or agreement; except, that
the portion of the uaets of such separate account at least
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J is no readily available market, then in accordance with the
'
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i (e) If the contract or agreement provides for payment of
' benefits fn variable amounts, it shsll state the essential fea-
turés of the procedure to be followed by the insurer in. de-
termining the dollar amount of such variable benefits, Any
such eontract or agreement and any certificnte fssued there- L‘
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variable amounts until the insurer has satisfied the Commis- -
eloner that its condition or methods of operation in tonnection
. mith the igeunnep 0f pushpgeotus gia ~= gomy-=e-—i o ook oo
|= der its operation hazardous to the public or its pohcyholdera in ‘
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this State. In determining the qualification of an insurer re-
t . ) - n ti v _gus nthavite tha Oammizelanar shall aaneflan
anmng other things, : '
(1) The history and financlal condition of tha insurer:
%
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‘. (3) In the caso of an insurer other than a domestic in-
‘ surer. whathat the statutes or regulations of the fots
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separate accounts pursuant to subsectlon (a) above, may
amend {ts charter to provide for special voting rights and pro-
cedures for such separate account contract owners giving
them jurisdiction over matters relating to investment policy,
investment advlsory services and selection of certified publie
accountants, in relation to the administration of the assets in
any such separate account, This provision shall not in any way
affect existing laws pertaining to the voting rights of the
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