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.

	Identification:
	Rachel Hemphill, Texas Department of Insurance
Jacob Allensworth, Texas Department of Insurance
Elaine Lam, California Department of Insurance
Ben Slutsker, Minnesota Department of Commerce 

	Title of the Issue:
[bookmark: _Hlk185517765]Modify the guidance notes under VM-20 Sections 9.G.8 and VM-21 Sections 4.A.5 to provide clearer definitions and examples of what constitutes as “contractually guaranteed” revenue sharing income

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:

Guidance notes under VM-20 Sections 9.G.8 and VM-21 Sections 4.A.5

January 1, 2025 NAIC Valuation Manual

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.)

	See attached.

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

This APF adds additional examples of provisions in a revenue-sharing agreement that would prevent the revenue-sharing income from being considered “contractually guaranteed”. Specifically, the new examples highlight provisions where revenue-sharing payments depend on the status or balance of a particular plan or fund, making the income non-guaranteed. These additions aim to clarify what qualifies as "contractually guaranteed" revenue-sharing income and what does not.

Revise to take out of guidance notes and make regular text, as they clarify revenue-sharing requirements.

 


	Dates: Received
	Reviewed by Staff
	Distributed
	Considered

	02/10/2025
	S.O.
	
	

	Notes: APF 2025-05
2/20/25:Revised to include cover letter question on appropriateness of guidance note vs. language in body and clarification of including both affiliated and nonaffiliated entities.
3/22/25: Add a clarifying sentence in two places, and update to move text out of guidance notes.
4/24/25: replaced “level” with “rate” when referring to revene-sharing income in two additional places for consistency
7/21/2025: After ACLI comment and discussion with a company, updates highlighted in yellow











VM-20, Section 9.G.8 (Editorial Note: also remove boxing around text.)Guidance Note: Provisions such as one that gives the entity (affiliated or non-affiliated) paying the revenue-sharing income GRSI the option to unilaterally stop or change the level rate of income paid would prevent the income from being guaranteed. Similarly, if the revenue-sharing income is contingent upon the status of a particular plan or fund, and that plan or fund can be terminated, replaced, or not renewed by the paying entity without being replaced by a plan or fund that would result in the same level of guaranteed revenue-sharing income, the revenue-sharing income would not be considered guaranteed. Furthermore, if the rate of revenue-sharing income is tiered or otherwise depends on the total balances of a particular plan or fund, a portion or the entirety of the income (depending on the structure of the performance-based provisions) would not be considered guaranteed beyond the lowest tier unless all the tiers are guaranteed and explicitly modeled at such level of granularity. If the portion of the revenue-sharing income that is contingent can’t be readily identified and separated, then the entirety of revenue sharing for the agreement should be considered non-guaranteed. However, if such an options, contingencies, or dependencies becomes available only at a future point in time, and the revenue up to that time is guaranteed, the income is considered guaranteed up to the timeuntil the point the option first becomes available.at which any such options, contingencies, or dependencies first become available.


Guidance Note: If the agreement allows the company to unilaterally take control of the underlying fund fees that ultimately result in the revenue sharing, then the revenue is considered guaranteed up until the time at which the company can take such control. Since it is unknown whether the company can perform the services associated with the revenue sharing agreement at the same expense level, it is presumed that expenses will be higher in this situation. Therefore, the revenue-sharing income shall be reduced to account for any actual or assumed additional expenses.  



[bookmark: _Hlk186792591]VM-21, Section 4.A.5 (Editorial Note: also remove boxing around text.)[bookmark: _Hlk186803228]Guidance Note: Provisions such as one that gives the entity (affiliated or non-affiliated) paying the revenue-sharing income the option to unilaterally stop or change the level rate of income paid would prevent the income from being guaranteed. Similarly, if the revenue-sharing income is contingent upon the status of a particular plan or fund, and that plan or fund can be terminated, replaced, or not renewed by the paying entity without being replaced by a plan or fund that would result in the same level of guaranteed revenue-sharing income, the revenue-sharing income would not be considered guaranteed. Furthermore, if the rate of revenue-sharing income is tiered or otherwise depends on the total balances of a particular plan or fund, a portion or the entirety of the income (depending on the structure of the performance-based provisions) would not be considered guaranteed. If the portion of the revenue-sharing income that is contingent can’t be readily identified and separated, then the entirety of revenue sharing for the agreement should be considered non-guaranteed beyond the lowest tier unless all the tiers are guaranteed and explicitly modeled at such level of granularity. However, if such an options, contingencies, or dependencies becomes available only at a future point in time, and the revenue up to that time is guaranteed, the income is considered guaranteed up to the time the option first becomes availableuntil the point at which any such options, contingencies, or dependencies first become available.


Guidance Note: If the agreement allows the company to unilaterally take control of the underlying fund fees that ultimately result in the revenue sharing, then the revenue is considered guaranteed up until the time at which the company can take such control. Since it is unknown whether the company can perform the services associated with the revenue sharing agreement at the same expense level, it is presumed that expenses will be higher in this situation. Therefore, the revenue-sharing income shall be reduced to account for any actual or assumed additional expenses.  

