
Life Actuarial (A) Task Force/ Health Actuarial (B) Task Force
Amendment Proposal Form*

1.	Identify yourself, your affiliation and a very brief description (title) of the issue.

Linda Lankowski, RGA, William Leung, MO DCI

Annuity mortality tables and non-US lives mortality.

2.	Identify the document, including the date if the document is “released for comment,” and the location in the document where the amendment is proposed:

· VM-M Sections 1 and 2 
· VM-31 Section 3.D.3 and Section 3.F.3.i
· VM-20 Section 9.C.3
· VM-21 Section 6.C.3.h, 7.C.9.b and c, 11.B.3 and 11.C.1

3.	Show what changes are needed by providing a red-line version of the original verbiage with deletions and identify the verbiage to be deleted, inserted or changed by providing a red-line (turn on “track changes” in Word®) version of the verbiage. (You may do this through an attachment.)

VM-M: Section 1: Valuation and Nonforfeiture Mortality Tables

J. 2012 Individual Annuity Reserve Valuation Table
1. Definitions

a. “2012 IAR Table” means that generational mortality table developed by the Joint Academy/SOA Payout Annuity Table Team and containing rates, q 2012+n, derived from a combination of the 2012 IAM Period Table and Projection Scale G2, using the methodology stated in the “Application of the 2012 IAR Mortality Table” paragraph of Appendix A-821 of the AP&P Manual.x


b. [bookmark: _Hlk157636503]“2012 Individual Annuity Mortality Period Life (2012 IAM Period) Table” means the Period Table containing loaded mortality rates for calendar year 2012. This table contains rates, q 2012, developed by the Joint Academy/SOA Payout Annuity Table Team and is shown in Appendices 1–2 of Appendix A-821 of the AP&P Manual.  x


c. “Projection Scale G2 (Scale G2)” is a table of annual rates, G2x, of mortality improvement by age for projecting future mortality rates beyond calendar year 2012. This table was developed by the Joint Academy/SOA Payout Annuity Table Team and is shown in Appendices 3–4 of Appendix A-821 of the AP&P Manual.



K. 2017 Commissioners Standard Guaranteed Issue Mortality Tables
1. “2017 Commissioners Standard Guaranteed Issue Mortality Table” (2017 CSGI) means that 2017 Guaranteed Issue basic ultimate mortality table with 75% loading, consisting of separate rates of mortality for male and female lives, as well as combined unisex rates, developed from the experience of 2005–2009 collected by the SOA. This table was adopted by the NAIC on Aug. 7, 2018 and is included in the NAIC Proceedings of the 2018 Summer National Meeting. 
L. 1994 Group Annuity Reserving (1994 GAR) Table	Comment by Lankowski, Linda: The GAR and Table a language came from Model 821.  While the draft of VM-22 references a 2021 SOA Deferred Annuity Table, this has not yet been adopted by LATF.
1. “1994 GAR Table” means that mortality table developed by the Society of Actuaries Group Annuity Valuation Table Task Force and shown on pages 866-867 of Volume XLVII of the Transactions of the Society of Actuaries (1995).
M. 1983 Table a
1.  “1983 Table ‘a’” means that mortality table developed by the Society of Actuaries Committee to Recommend a New Mortality Basis for Individual Annuity Valuation and adopted as a recognized mortality table for annuities in June 1982 by the National Association of Insurance Commissioners. [See 1982 Proceedings of the NAIC II, page 454.]
N. Non-US Insured Mortality
1. [bookmark: OLE_LINK2][bookmark: _Hlk157671657]Where one of the tables above is prescribed, for blocks of policies or certificates reported under VM31 and covering insureds who are not residents of the United States, the company may use a valuation mortality tablebased on the mortality table developed as described in Section 2.D.   Margins consistent with the purpose of US statutory reserve methods are to be included in added to this table. For example, non-US valuation rate = CSO rate/VBT rate x Section 2.D rate.While it is anticipated that this table would be developed by the regulatory authority or the actuarial society of the country, in the absence of such an industry table, the insurer may develop a table appropriate for reserve valuation. Such valuation mortality tables must be approved by the insurance department of the state of domicile before being used for reserve purposes.  Margins consistent with the purpose of US statutory reserve methods are to be included in this table. 	Comment by Leung, William: Leading clause added here instead of modifying VM-20 at multiple places.	Comment by Leung, William: Still need open discussion to see if VM-20 needs to be amended for clarity.VM-20 NPR requirements specifically reference VM-M Secon 1.G and 1.H, so VM-20 would need to be amended to reference the new VM-M Secon 1.N (or VM-M Secon 1, more broadly) to implement the new non-US mortality provision. 	Comment by Leung, William: Policies would include both individual and group polices. Insertion of certificates appear to be redundant.	Comment by Lankowski, Linda: Added 'certificates'. I note that "policy",  "contract", and certificate" are not defined in the VM. 	Comment by Leung, William: This provide companies with the option to use US or country-specific tables, and primarily intended to avoid requiring non-US mortality (and extra work) if non-US mortality is more favorable than prescribed US mortality or for immaterial differences (e.g., immaterial mortality differences or immaterial block). 	Comment by Leung, William: Do not use foreign valuation table directly for concerns of different level of conservatism.	Comment by Leung, William: Add GN instead of ACLI's proposed wording to allow better readability.Guidance Note: It is not required that all the policies in the block valued using a given table to have the same country of residence. Immaterial numbers of policies with
residences in other countries are allowed.



Drafting Note: This APF does not apply to formulaic (non-PBR) reserves, because there is no existing requirement to adjust prescribed mortality when non-US experience is less favorable.
favorable





Drafting Note: VM-20 Section 3.C.1.g for NPR already requires adjustments if anticipated experience exceeds the US CSO table (although there may be some ambiguity if non-US anticipated experience is less than US CSO but the relevant non-US industry table with appropriate margins exceeds US CSO). For less favorable non-US business, higher than CSO rates will result from this proposal. For companies with  less favorable non-US business opting not to apply the non-US rates will need to provide justification in VM-31, and reviewers will have an opportunity to determine the appropriateness of the choice.







VM-M: Section 2: Industry Experience Valuation Basic Tables  

A. 2008 Valuation Basic Table (2008 VBT) 

B. 2015 Valuation Basic Table (2015 VBT) The 2015 Valuation Basic Table is a valuation table without loads jointly developed by the Academy and SOA for use in determining a company’s prudent estimate mortality assumption for valuations of Dec. 31, 2015, and later. The table consists of the Primary table (Male, Female, Smoker, Nonsmoker and Composite), 10 Relative Risk tables for nonsmokers (Male and Female) and four Relative Risk tables for smokers (Male and Female). Rates for juvenile ages are included in the composite tables. The tables are on a select and ultimate and ultimate-only basis and are available on an age nearest and an age last birthday basis. 

C. “2012 Individual Annuity Mortality Basic (2012 IAM Basic) Table” means the unloaded mortality table underlying the 2012 IAM Period Table. This was developed from the 2002 experience table, projected with improvement factors to 2012. The 2000-2004 Payout Annuity Mortality Experience Study includes experience for immediate annuities, annuitizations and life settlement options of individual life insurance and annuity death claims. The experience analyzed excluded substandard annuities, structured settlement annuities and variable payout annuities. The experience represented 16 companies over the exposure period. The result of these efforts was a 2002 experience table.	Comment by Leung, William: Per SOA's Table 2581 comment. Added per Connie's comment.


D. 1. Following the principles in VM20, Section 9.C.3.b and 9.C.3,f, for blocks of policies or certificates covering insureds who are not residents of the United States, the company may use a relevant no load mortality table developed by the regulatory authority or the local actuarial society for the life insurance industry in the country of residence. If a relevant industry table is not available, the company will create an industry table by applying a margin to its anticipated mortality which would be equivalent to the difference between the company’s anticipated mortality for US business and the VBT table used for its US business. Adjustments may need to be made to include margins consistent with those included in the VBT, IAM, GAM or other no load tables used to value policies or certificates covering US lives . Such mortality tables must be approved by the insurance department of the state of domicile before being used for reserve purposes. 	Comment by Leung, William: Per Connie Tang's comment.	Comment by Leung, William: Would still need to discuss if change to VM-20 will be necessary.Perhaps a change to VM-20, Section 9.C.3.a:  “The industry basic table shall be based on the most recent VBT listed in VM-M Section 2 or VM-M Section 2.C….”?]

	Comment by Leung, William: This APF contemplates non-US mortality provisions for existing VM-22 formulaic reserves and future VM-22 principle-based reserves (PBR). The applicability is open for discussion.	Comment by Leung, William: But currently PBR report does not apply to VM-22. The application to the current VM-22 formulaic reserve may have to wait for the new VM-22 and the inclusion in PBR report.


2. For blocks of policies or certificates covering insureds who are not residents of the United States and a relevant industry table developed by the regulatory authority or the local actuarial society is not available, the company may create an industry table for those lives by applying a margin to its anticipated mortality which would be consistent with the difference between the company’s anticipated mortality for US lives and the VBT, IAM, or GAM whichever is applicable. Such mortality tables must be approved by the insurance department of the state of domicile before being used for reserve purposes.	Comment by Lankowski, Linda: See comment above related to VBT usage.
 
Drafting Note: Margins for industry experience tables are meant to cover lack of credibility, estimation error, and similar data risks, rather than conservatism.






[bookmark: _Hlk157610257] 
Guidance Note: Section C applies where the 2012 IAM Basic Mortality Table is used in VM-21, except possibly Section 7, where GC factors were provided assuming 100% VA MGDB ALB Mortality Table; in that case may be neither the 2021 IAM Basic Mortality Table nor the VA MGDB ALB Mortality Table should be adjusted for non-US industry experience.

	Comment by Leung, William: Address VM-21 per Connie Tang's comment., but noted possible exception in Section 7. Open for discussion.


VM-31: Section 3.D.3: Life Report Mortality

n. Adjustments to NPR Mortality – Description and rationale of any adjustments made to the CSO mortality rates used in the NPR calculation to reflect the requirements of VM-20 Section 3.C.1.g. 
o. Adjustments to Prescribed Margins - Description and rationale for any adjustments made to prescribed mortality margins pursuant to VM-20, Section 9.C.6.d or Section 9.C.6.e.
p. [bookmark: _Hlk157625103]Non-US Mortality – Description and rationale for mortality tables used to value non-US blocks of business, including materiality considerations and items 3.D.3.a through o, as applicable.
VM-31: Section 3.F.3.i: Variable Annuity Report Mortality

xiv. [bookmark: _Hlk157625044]Non-US Mortality – Description and rationale for mortality tables used to value non-US blocks of business, including materiality considerations and items 3.F.3.i through xiii, as applicable.	Comment by Lankowski, Linda: Adding non-US mortality disclosure to Annuity Report.	Comment by Leung, William: If Fixed Annuity Report will be added separately for VM-22, similar provision will need to be included as well.




VM-20: 
Section 2: Minimum Reserve


Section 3.B: Net Premium Reserve
[bookmark: _Hlk157671050]6. For all policies and riders within the All Other VM-20 Reserving Category, the NPR shall be determined pursuant to applicable methods in VM-A and VM-C for the basic reserve. The mortality tables to be used are those defined in Section 3.C.1 and in VM-M Section1.H or VM-M Section 1.N (if applicable).

Section 3.C: Net Premium Reserve Assumptions
1. Mortality Rates	Comment by Leung, William: Added as a GN to avoid making multiple changes form a. to g.
Guidance Note: Where a CSO table is prescribed below, for blocks of policies or certificates reported under VM31 and covering insureds who are not residents of the United States, the company may use a non-US valuation mortality table described in VM-M Section 1.N.



Section 9.C.3 Determination of Applicable Industry Basic Tables 
a. The industry basic table shall be based on the most recent VBT listed in VM-M Section 2, including the Primary, Limited Underwriting and Relative Risk (RR) Table forms, if available. The industry basic table used should be based on the table form that most appropriately reflects the risk characteristics of the respective mortality segment.	Comment by Leung, William: Change is made to 3.b instead of 3a. Non-US table is not included as industry basic table, but modified industry table.

b.  A modified industry basic table is permitted in a limited number of situations where an industry basic table does not appropriately reflect the expected mortality experience, such as joint life mortality, simplified underwriting, or substandard or rated lives, or non-US residence as described in VM-M Section 2. In cases other than modification of the table to reflect joint life mortality, the modification must not result in mortality rates lower than those in the industry basic table without approval by the insurance commissioner.
VM-21: Section 6: Requirements for the Additional Standard Projection Amount
C. Prescribed Assumptions
3. Guarantee Actuarial Present Value
h. The mortality assumption used shall follow the 2012 IAM Basic Mortality Table or the non-US table in VM-M Section 2.D (if applicable), improved to Dec. 31, 2017, using Projection Scale G2 but not applying any additional mortality improvement in the projection.

9.   Mortality

The mortality rate for a contract holder with age x in year (2012 + n) shall be calculated using the following formula, where qx denotes mortality from the 2012 IAM Basic Mortality Table or the non-US table in VM-M Section 2.D (if applicable) multiplied by the appropriate factor (Fx) from Table 6.9 and G2x denotes mortality improvement from Projection Scale G2:


Section 7: Alternative Methodology
C. Calculation of the GC Component	Comment by Leung, William: Non-US rates are inserted for Section 7, but it appears that non-US rates should not be used in this section because the GC factors have been developed assuming 100% 1994 VA MGDB ALB Mortality Table. Open for discussion.
9. Adjusting GC for Mortality Experience
The factors that have been developed for use in determining GC assume male mortality at 100% of the 1994 Variable Annuity MGDB ALB Mortality Table. Females use a five-year age setback. Companies electing to use the Alternative Methodology that have not conducted an evaluation of their mortality experience shall use these factors, or they shall adjust the factors using the methodology below to apply the mortality defined in Section 11.C. for products without VAGLB. Other companies should use the procedure described below to adjust for the actuary’s prudent estimate of mortality. The development of prudent estimate mortality shall follow the requirements and guidance of Section 11. Once a company uses the modified method for a block of business, the option to use the unadjusted factors is no longer available for that part of its business. In applying the factors to actual in-force business, a five-year age setback should be used for female annuitants.

a. Calculate two sets of NSPs at each attained age:

a. [bookmark: _Hlk157628477]One using 100% of the 1994 Variable Annuity MGDB Age Last Birthday (ALB) Mortality Table or the non-US table in VM-M Section 2.D (if applicable) (with the aforementioned five-year age setback for females); and

b. A second using either:

i. The prudent estimate mortality if that has been established by the company.
ii. For companies that have not established a prudent estimate mortality assumption, the appropriate percentage of the 2012 IAM Basic Table or the non-US table in VM-M Section 2.D (if applicable) with Projection Scale G2 ALB (as described in Section 12.B.3).

These calculations shall assume an interest rate off 3.75% and a lapse rate of 7% per year.

b. [bookmark: _Hlk157629300]The GC factor is multiplied by the ratio, for the specific attained age being valued, of the NSP calculated using the prudent estimate mortality for blocks with those assumptions or the NSP calculated using the adjusted 2012 IAM Basic Table or the non-US table in VM-M Section 2.D (if applicable)  for blocks without a prudent estimate assumption to the NSP calculated using the 1994 Variable Annuity MGDB ALB Mortality Table or the non-US table in VM-M Section 2.D (if applicable). The base factors for females use the values (with the aforementioned five-year age setback).


Section 11: Guidance and Requirements for Setting Prudent Estimate Mortality Assumptions

B. Determination of Expected Mortality Curves
3.   No Data Requirements

When little or no experience or information is available on a business segment, the company shall use expected mortality curves that would produce expected deaths no less than the appropriate percentage (Fx) from Table 1 of the 2012 IAM Basic Table or the non-US table in VM-M Section 2.D (if applicable) with Projection Scale G2 for contracts with no VAGLBs and expected deaths no greater than the appropriate percentage (Fx) from Table 1 of the 2012 IAM Basic Mortality Table or the non-US table in VM-M Section 2.D (if applicable)  with Projection Scale G2 for contracts with VAGLBs. If mortality experience on the business segment is expected to be atypical (e.g., demographics of target markets are known to have r [lower] mortality than typical), these “no data” mortality requirements may not be adequate.

C. Adjustment for Credibility to Determine Prudent Estimate Mortality

c. Adjustment for Credibility
[bookmark: _Hlk157629808]The expected mortality curves determined in Section 11.B shall be adjusted based on the credibility of the experience used to determine the curves in order to arrive at prudent estimate mortality. The adjustment for credibility shall result in blending the expected mortality curves with a mortality table consistent with a statutory valuation mortality table. For contracts with no VAGLBs, the table shall be consistent with the appropriate percentage (Fx) from Table 1 of the 2012 IAM Basic Table or the non-US table in VM-M Section 2.D (if applicable) with Projection Scale G2; and for contracts with VAGLBs, the table shall be consistent with the appropriate percentage (Fx) From Table 1 of the 2012 IAM Basic Mortality Table or the non-US table in VM-M Section 2.D (if applicable) with Projection Scale G2. The approach used to adjust the curves shall suitably account for credibility.




4.	State the reason for the proposed amendment? (You may do this through an attachment.)

1994 GAR and 1983 Table a will be needed for valuations using (proposed) VM-22 methodology.

Life insurance that is sold internationally is reinsured into the United States. Mortality for international insureds may vary significantly from that of US insurance markets.  The Valuation Manual should be updated to allow for international mortality tables.



* This form is not intended for minor corrections, such as formatting, grammar, cross–references or spelling. Those types of changes do not require action by the entire group and may be submitted via letter or email to the NAIC staff support person for the NAIC group where the document originated. 
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