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SUBCHAPTER C. CERTAIN SEPARATE ACCOUNTS WITH GUARANTEED
BENEFITS

28 TAC 887.301 - 7.305

87.301. Purpose.

(a) Purpose. An insurer may not maintain a reserve for a benefit guaranteed as

to dollar amount and duration, or funds guaranteed as to principal amount or stated rate

of interest, in a separate account except with the commissioner’s approval and under

requirements for investments and other matters that recognize the guaranteed nature of

the benefits provided. In accord with Insurance Code 81152.055, this subchapter

establishes requirements for investments and other matters that recognize the

quaranteed nature of the benefits provided.

(b) Severability. If a court of competent jurisdiction holds that any provision of

this subchapter or its application to any person or circumstance is invalid for any

reason, the invalidity does not affect other provisions or applications of this subchapter

that can be given effect without the invalid provision or application, and the provisions of

this subchapter are severable.

87.302. Applicability and Scope. This subchapter applies to the following insurance

contracts issued or delivered for issue in this state:

(1) nonvariable group life insurance and nonvariable group deferred or

immediate annuities subject to Insurance Code 81152.055, if the policy or contract is

used to fund:
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(A) an employee pension benefit plan or employee welfare benefit

plan that is covered by the Employee Retirement Income Security Act of 1974

(29 U.S.C. 81001, et seq. whether active or terminated);

(B) a plan described by Section 401(a), 401(k), or 403(b), Internal

Revenue Code of 1986, if established or maintained by an employer;

(C) a government or church plan, as defined by Section 414,

Internal Revenue Code of 1986, a government or church welfare benefit plan, or a

deferred compensation plan of a state or local government or tax exempt organization

described under Section 457, Internal Revenue Code of 1986; or

(D) a nongualified deferred compensation arrangement established

or maintained by an employer or plan sponsor;

(2) individual or group bank-owned life insurance (BOLI) with consent

granted in compliance with Insurance Code 81103.056, subject to Insurance Code

81152.055; and

(3) any new business under orders previously issued by the commissioner

under Insurance Code §1152.055.

§7.303. Definitions. The following words and terms, when used in this subchapter,

have the following meanings, unless the context clearly indicates otherwise:

(1) BOLI--A life insurance policy owned by a banking

institution.
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(2) Insurer--A life insurance company authorized to conduct the business

of insurance in Texas.

(3) General account--All assets of the insurer other than assets in

separate accounts established under Insurance Code Chapter 1152.

(4) Separate account--An account established under Insurance Code

Chapter 1152.

(5) New business--Issuance of a new contract subject to this subchapter.

This term does not include a renewal of a group contract or issuance of certificates

under an existing group contract.

(6) Seed money--Amounts transferred from the general account to the

separate account in order to obtain initial scale in the separate account in conjunction

with the initiation of the separate account.

87.304. Reserves and Investment Guidelines: Annual and Quarterly Statements.

An insurer must comply with the following requirements for separate accounts

containing contracts issued or delivered for issue in this state subject to this subchapter

and must comply with the following requirements specific to those contracts:

(1) Investment strateqy. The investment strateqy for separate accounts

must comply with either (a) all Texas statutory and regulatory requirements for

investment and asset protection that pertain to general accounts or (b) all statutory and

requlatory requirements for investment and asset protection that pertain to general

accounts under the laws of the insurer’s state of domicile. In either case, such limits will
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be applied by aggregating the separate account assets and the insurer’s assets as

though the aggreqgate assets allocated to the separate account were the insurer’s total

admitted assets.

(2) Premium taxes. Premiums collected are subject to all applicable

premium taxes and fees imposed by the Insurance Code as though the insurer had not

established separate accounts.

(3) Annual and guarterly statement. The insurer must disclose in the

notes to the insurer’s financial statements, relating to separate accounts, the amounts of

any reserves held in the general account required under this section and any liability

established by the insurer required by this section. The insurer must also disclose

these amounts by type of business and separate accounts involved.

(4) Financial strength. The insurer must maintain an overall financial

strength rating of “A” or higher by A.M. Best Company or a comparable rating from a

Credit Rating Provider on the NAIC Credit Rating Provider List and a risk-based capital

percentage greater than 600 percent when measured against the authorized control

level in order to write new business. The insurer must cease writing new business if the

insurer fails to meet any of these requirements.

(5) Supporting reserves. If the insurer determines that any general

account assets are necessary to support reserves for guarantees of separate account

products under this subchapter, the insurer must maintain these reserves and

supporting assets in the general account.
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(6) Asset transfers. An insurer must establish a liability for any general

account assets transferred to the separate account. Transfers, except for seed money,

must be repaid within 180 days from the date of transfer. Seed money must be repaid

to the general account within three years from the date of transfer. The insurer must

track those transfers and repayments to ensure compliance. An insurer must stop

writing new business if a transfer is not repaid as required by this section. Once

repayment occurs, the insurer may resume writing new business.

87.305. Other Requirements. Requirements under this subchapter are in addition to

any other filing requirements in Chapter 3 of this title (relating to Life, Accident, Health

Insurance, and Annuities) and Chapter 7 of this title (relating to Corporate and Financial

Requlation).
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