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Topics for today

• PBR reinvestment in today’s environment
• Building a framework for fixed annuity PBR
• VM amendments and other LATF activity



PBR reinvestment in today’s environment



Specifically, today’s interest rate environment



Illustrating the PBR reinvestment guardrail



PBR reinvestment yields at 6/18/20 
(illustrative)



Historical ultimate net yields under the 
guardrail (illustrative)



Building a framework for fixed annuity PBR



The ARWG shared their objective, vision, 
preliminary timeline, and five key topics on 5/20 
and 6/11 NAIC VM-22 Subgroup calls

• Objective
• Propose a new statutory reserve methodology for fixed annuities 

that uses an actuarial framework to determine reserves based on 
the level and type of risk inherent in the contract. 

• Vision
• Provide Academy framework on PBR methodology for fixed annuity 

products and promote consistency with existing PBR frameworks, by:
• Proposing a PBR Approach—The ARWG plans to propose a CTE70 stochastic 

reserve calculation.
• Developing a Framework Deck—Develop a set of slides laying out various 

elements of methodology.
• Recommending Consistency With VM-21 (and VM-20) Where Appropriate—

Start with VM-21 methodology



Preliminary timeline



Key topics: scope, and exclusion test 
methodology



Key topic: asset reinvestment assumptions



Key topics: aggregation, and inforce 
application



VM amendments and other LATF activity



There were 65 amendments adopted for the 
2020 VM
• Many were focused making clarifications, both methodology and 

disclosures.
• Option budget method for hedge returns (IUL DR).
• 135% test clarifications when > 1 shock lapse.
• Non-guaranteed YRT reserve credits fixed at 1/2 cx.
• Revised framework for VA reserving (VM-21).
• Several changes related to mortality, both NPR and prudent estimate.
• Life PBR exemption.



VAWG’s 12/6/2019 PBR Review Report
• VAWG’s PBR Review Report available at 

https://www.naic.org/cmte_e_valuation_analysis_wg.htm outlines the 
review approach used for 2018 PBR filings, summarizes review findings, 
and suggests items companies should consider for 2020 filings.



Some issues with PBR Actuarial Reports, and 
guidance for 2020

• Mortality assumptions
• Unclear or incorrectly determined mortality segments 
• Aggregating policies with different underwriting criteria 
• Unclear analysis of actual to expected mortality ratios for each mortality segment
• Inappropriate or unclear mortality improvement factors

• Other
• Missing demonstrations that simplifications do not understate reserves
• Reasons for assumption changes (second year filers)
• SERT must be performed annually and within 12 months before the valuation date
• Inappropriate application/testing of alternative (guardrail) investment strategy
• Insufficient controls governing the NPR calculation.

• 2020 guidance
• Appropriate use of graphs and tables, and assumptions and other info in Excel
• Attribution analysis showing how the NPR, DR, and SR changed from prior period
• Chart reconciling VM-20 Reserve Supplement reserves with Exhibit 5 amounts



Modeling non-guaranteed YRT reinsurance 
premiums for VM-20

• Reserve credits are fixed at 1/2 cx until LATF adopts a long-term solution. 

• There is a lot of information in the final field test report which is now available 
at https://content.naic.org/cmte_a_latf.htm, including new key takeaways:



Some amendments and changes considered 
for 2021

• APF 2019-60 allows companies to use more than one credibility method.
• APF 2019-61 clarifies UL with SG is “ULSG” whether embedded or rider.
• APF 2019-62 adds disclosures on how conversions are handled.
• APF 2020-05 clarifies continuous deaths and immediate payment of claims.
• APF 2020-06 makes modifications to handle the pending cessation of LIBOR.
• APF 2020-07 Modifies SNFL for low interest rates and potential Heroes Act.
• Model 805 (SNF for DA) – proposal to change floor from 1% to 0%.
• 2020 VM-51 data call – delayed to 2021 (both 2018 and 2019 data in 2021).
• Much time spent discussing potential AG 49A changes (IUL Illustrations)
• And some proposals for 2022+:

• VM-20 treatment of foreign business of U.S. companies.
• VM-20 treatment of individually underwritten business on a group chassis.
• New vendor-based ESG to replace currently prescribed AIRG.



Time for Q&A?


