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< VM- BSUPPLEMENT

Attachment Four

/{Deleted:VARl ABLE ANNUI TI ES

Variable Annuity Reserves Valued According to VM-21 or AG 43 by Product Type
For The Year Ended December 31,20
(To Be Filed by April 1)

PART 3B
Curren
SECTION A SECTION B
1 2 3 4 5 6 7 8 9
Additional i
Standard Cash Surrender| Alternative
Cash Surrender CTE70 CTE70 (best Projection Stochastic Number of Value Method Number of
Value (adjusted) efforts) Amount Reserve Contracts Reserve Contracts
1. Post-Reinsurance-Ceded Reserve
1.1 Variable Annuities
a. Without Guaranteed Living Benefits XXX | e | e XXX
b. With Guaranteed Minimum Accumulation Benefit XXX XXX XXX XXX
¢. With Guaranteed Minimum Withdrawal, or Income,
Benefits — Accumulation Phase XXX XXX XXX XXX
d. With Guaranteed Minimum Withdrawal, or Income,
Benefits — Withdrawal Phase ..............cc.c....... XXX XXX XXX XXX
1.2 Index-Linked Variable Annuities
a. Without Guaranteed Living Benefits ............ccccccccevninnne. XXX | e | e XXX
b. With Guaranteed Minimum Withdrawal, or Income,
Benefits — Accumulation Phase ............ccooeciiiiiiiinnn. XXX XXX XXX XXX
¢. With Guaranteed Minimum Withdrawal, or Income,
Benefits — Withdrawal Phase XXX XXX XXX XXX
1.3 Immediate Variable Annuities
a. With a Guaranteed Annuity Payout Floor XXX XXX XXX XXX
1.4 Aggregate Write-Ins for Other Products ... i e | i | i | XXX | XXX
2. Total Post-Reinsurance-Ceded Reserve Components (Sum of
Lines 1.1 through 1.4) XXX XXX
3. Pre-Reinsurance-Ceded Reserve
3.1 Variable Annuities
a. Without Guaranteed Living Benefits XXX XXX
b. With Guaranteed Minimum Accumulation Benefit: XXX XXX XXX XXX
¢. With Guaranteed Minimum Withdrawal, or Income,
Benefits — Accumulation Phase XXX XXX XXX XXX
d. With Guaranteed Minimum Withdrawal, or Income,
Benefits — Withdrawal Phase .............cc.cc.c.. XXX XXX XXX XXX
3.2 Index-Linked Variable Annuities
a. Without Guaranteed Living Benefits XXX | | e XXX
b. With Guaranteed Minimum Withdrawal, or Income,
Benefits — Accumulation Phase ............cccooeciiiiiiinne XXX XXX XXX XXX
¢. With Guaranteed Minimum Withdrawal, or Income,
Benefits — Withdrawal Phase .............cc.cc.c.. XXX XXX XXX XXX
3.3 Immediate Variable Annuities
a. With a Guaranteed Annuity Payout Floor XXX XXX XXX XXX
3.4 Aggregate Write-Ins for Other Products .. S SO [T oo PR OO (PO XXX | e XXX
4. Total Pre-Reinsurance-Ceded Reserve Components (Sum of
Lines 3.1 through 3.4)
5. Total Reserve Component Ceded (Line 4 minus Line 2) XXX XXX
DETAI LS OF-I N
11001, o XXX | s | e XXX
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1.1002. XXX XXX
1.1003. . XXX XXX
1.1098.Summary of remaining write-ins for Line 1.4 from

overflow page XXX | e | e XXX
1.1099 ..o ... Totals

(Lines 1.1001 through 1.1003 plus 1.1098) (Line 1.4 above) XXX XXX

31001, e

3.1002.

3.1003. R

3.1098.Summary of remaining write-ins for Line 3.4 from
overflow page

31099 . ... Totals
(Lines 3.1001 through 3.1003 plus 3.1098) (Line 3.4 above)
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VYM-21 SUPPLEMENT

Variable Annuity Reserves Valued According to VM-21 or AG 43 by Product Type

This Supplement provides information on the reserves required to be calculated by Section VM-21 of the Valuation Manual
(VM-21) or AG 43. Business valued by the requirements of VM-21 or AG 43 should be reported in Part 3A and Part 3B. Part
3A and Part 3B are intended to aid regulators in the analysis of reserves broken down into various benefit categories for both
the prior and current year.

VM-21 SUPPLEMENT — PART 3A

Variable Annuity Reserves Valued According to VM-21 or AG 43 by Product Type

Part 3A of this Supplement breaks out, by product type, the prior year and current year reported reserves on a Post-Reinsurance-
Ceded basis as defined in Section 3 of VM-21 and a Pre-Reinsurance-Ceded basis as defined in Section 5.

Section 3 of VM-21 requires that the Post-Reinsurance-Ceded Reserve be determined in aggregate. Each of the products
reported in the lines should be determined as the sum of the policy reserves using the policy reserves determined following the
allocation process of VM-21 Section 13. A similar process should be used for each of the Pre-Reinsurance-Ceded Reserves.

Columns 1 & 2 —  Reported Reserves in Excess of Cash Surrender Value (CSV)

Provide the reported reserve in excess of the CSV, for the prior year and current year for each line
item. Post-Reinsurance-Ceded Reserve is net of reinsurance ceded. Pre-Reinsurance-Ceded Reserve
should be prior to any reinsurance ceded and include reinsurance assumed. Sections 3 and 5 in VM-
21 further describe the required reserve and treatment of reinsurance. The reported reserve for the
current year should reflect all contracts in force as of the end of the current year. The reported reserve
for the prior year should reflect all contracts in force as of the end of the prior year.

For purposes of this supplement, a Guaranteed Living Benefit (GLB) is defined in VM-01.

Each contract/certificate shall be included in one and only one line for each pre-reinsurance-ceded and post-reinsurance ceded.

For purposes of this supplement, Variable Annuities (VAs) Without Guaranteed Living Benefits includes VAs Without Living
or Death Benefits, as well as VAs with Death Benefits only.

Drafting note: Alternate language options for determining Accumulation and Withdrawal Phases:

Option 1 - For purposes of this supplement, the accumulation phase is the period during which the contract owner or certificate
holder deposits purchase payments into the deferred annuity. This phase ends when the benefit base is locked in at the start of
the withdrawal phase. The withdrawal phase is the period during which the contract owner or certificate holder locks in the
benefit base and withdraws income from the deferred annuity.

Option 2 - For purposes of this supplement, a policy is in the withdrawal phase if, in the contract year immediately preceding
that during the valuation date, it withdrew a non-zero amount not in excess of the GMWB’s guaranteed annual withdrawal
amount or the GMIB’s dollar-for-dollar maximum withdrawal amount. Otherwise, the policy is considered to be in
accumulation phase.
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VM-21 SUPPLEMENT — PART 3B

Variable Annuity Reserves Valued According to VM-21 or AG 43 by Product Type

Part 3B of this Supplement provides details underlying the Current Year amounts shown in Part 3A.

Section A: Columns 1 through 6 are to be completed for all VM-21 reserves ot determined using the Alternative Reserve
Methodology described in Section 7 of VM-21.

Section B: Columns 7 through 9 are to be completed if the reserves in Column 8 (Alternative Methodology Reserves) are

calculated according to Section 7 of VM-21.

Where the amounts to be reported are calculated on an aggregate basis (i.e., CTE70 (adjusted), CTE70 (best efforts) and the
Additional Standard Projection Amount), use the methodology described in section 13 of VM-21 to allocate amounts to the
product categories. The choice of reasonable risk metric for allocation may, but is not required to, vary between the columns.
For example, if a company has a block of GMWBs and a block with simple GMDB only and they have a CDHS, an allocation
based on reasonable risk metrics may allocate more of the CTE70 (adjusted) to the GMWB block, compared to CTE70 (best

efforts).

Columns 1 & 7

Column 2

Column 3

Column 4

Column 5

Columns 6 & 9

Cash Surrender Value

Report the Post-Reinsurance-Ceded and Pre-Reinsurance-Ceded Cash Surrender Value for each
product type. The CSV is defined in VM-01 of the Valuation Manual.

CTE70 (adjusted)

Report the unfloored Post-Reinsurance-Ceded and Pre-Reinsurance-Ceded CTE70 scenario reserves
by product type using the required VM-21 “adjusted” methodology as described in VM-21 Section 4.
Report the amount in excess of cash surrender value whether it is positive or negative; do not floor the
amount at zero if it is negative.

CTE70 (best efforts)

Report the unfloored Post-Reinsurance-Ceded and Pre-Reinsurance-Ceded CTE70 scenario reserves
by product type using the required VM-21 “best efforts” methodology as described in VM-21 Section
4. Report the amount in excess of cash surrender value whether it is positive or negative; do not floor
the amount at zero if it is negative.

Additional Standard Projection Amount

Report the Post-Reinsurance-Ceded and Pre-Reinsurance-Ceded Additional Standard Projection
Amount for each product type. Report the amount whether it is positive or negative; do not floor the
amount at zero if it is negative. The Additional Standard Projection Amount is defined in Section 6 of
VM-21.

Stochastic Reserve

Report the Post-Reinsurance-Ceded and Pre-Reinsurance-Ceded Stochastic Reserve for each product
type. Report the amount in excess of cash surrender value whether it is positive or negative; do not
floor the amount at zero if it is negative. The Stochastic Reserve calculation is defined in Section 4 of
VM-21.

Number of Contracts

Report the number of individual contracts and certificates in a group contract by product type and by

the required VM-21 methodology as described in Section A and Section B above. The number of

individual contracts and certificates in a group contract should be prior to any reinsurance ceded and /{

include reinsurance assumed.
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Column 8 — Alternative Method Reserve

Report the Post-Reinsurance-Ceded and Pre-Reinsurance-Ceded Alternative Method Reserve for each
product type. Report the amount whether it is positive or negative; do not floor the amount at zero if
it is negative. The Alternative Method Reserve calculation is defined in Section 7 of VM-21.
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Life Actuarial (A) Task Force/ Health Actuarial (B) Task Force

Amendment Proposal Form*
Identify yourself, your affiliation, and a very brief description (title) of the issue.

Identification:
Matt Cheung, Illinois Department of Insurance

Title of the Issue:

Clarify that variable annuities in payout phase, either after annuitization or account value depletion, can be
reserved for as a variable annuity under VM-21 with domiciliary commissioner approval. If reserved for
under VM-21, the Standard Projection Amount requirements apply to these contracts.

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

- 2026 Valuation Manual, Section II Reserve Requirements Subsection 2: Annuity Products
- 2026 Valuation Manual, VM-21 Requirements Section 6.C.9

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.

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

There is a diversity of practice currently of how variable annuities in payout are reserved for, and this APF
serves to clarify that they can either be treated as variable annuities (which is the same treatment they had

prior to annuitization/account value depletion, with domiciliary commissioner approval), or as fixed
annuities.

Dates: Received

Reviewed by Staff

Distributed

Considered

9/25/2025

JR

Notes:
APF 2025-14
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Subsection 2: Annuity Products

A. This subsection establishes reserve requirements for all contracts classified as annuity contracts as
defined in SSAP No. 50 in the AP&P Manual.

B. Minimum reserve requirements for variable annuity (VA) contracts and similar business, specified
in VM-21, Requirements for Principle-Based Reserves for Variable Annuities, shall be those
provided by VM-21. The minimum reserve requirements of VM-21 are considered PBR
requirements for purposes of the Valuation Manual, and therefore are applicable to VM-G.

C. Minimum reserve requirements for non-variable annuity contracts issued prior to 1/1/2026 are
those requirements as found in VM-A, VM-C, and VM-V as applicable, with the exception of the
minimum requirements for the valuation interest rate for single premium immediate annuity
contracts, and other similar contracts, issued after Dec. 31, 2017, including those fixed payout
annuities emanating from host contracts issued on or after Jan. 1, 2017, and on or before Dec. 31,
2017. The maximum valuation interest rate requirements for those contracts and fixed payout
annuities are defined in VM-V, Statutory Maximum Valuation Interest Rates for Formulaic
Reserves.

Minimum reserve requirements for non-variable annuity contracts issued on 1/1/2026 and later
are those requirements as found in VM-22, with the exception of Preneed Annuities, Guaranteed
Investment Contracts, Synthetic Guaranteed Investment Contracts, Funding Agreements, and
other Stable Value Contracts which shall follow the requirements found in VM-A, VM-C, and
VM-V. Minimum reserve requirements for fixed payout annuities resulting from the exercise of
settlement options or annuitizations of host contracts, as well as fixed income payment streams
attributable to guaranteed living benefits associated with deferred annuity contracts with
guaranteed living benefits once the contract funds are exhausted, are those requirements as found
in VM-22, with the exception that, with the permission of the domiciliary commissioner, the
company may use the same maximum valuation interest rate used to value payment streams in
accordance with the guidance applicable to the host contract. The minimum reserve requirements
of VM-22 are considered PBR requirements for purposes of the Valuation Manual, and therefore
are applicable to VM-G.

VA contracts in payout phase, regardless of how they are administered, can be reserved for under
VM-21 with domiciliary commissioner approval.

VM-21: Requirements for Principles-Based Reserves for Variable Annuities

Section 6: Requirements for the Additional Standard Projection Amount

C. Prescribed Assumptions

9. Mortality

The mortality rate for a contract holder with age x in year (2012 + n) shall be calculated using the following formula,
where gqx denotes mortality from the 2012 IAM Basic Mortality Table multiplied by the appropriate factor (Fx) from

Table 6.9 and G2 denotes mortality improvement from Projection Scale G2:

QJ26012+n — QJ26012(1 _ sz)n * Fx
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Table 6.9
Attained Age (x) Fx for VA with GLB_and F for VA without Fx for All Other
VA in payout phase GLB and with roll-up
GDB
Male Female Male Female Male Female
<=52 100% 95% 160% 150% 110% 105%
53 99% 95% 160% 152% 110% 106%
54 98% 95% 160% 154% 110% 107%
55 97% 95% 160% 156% 110% 108%
56 96% 95% 160% 158% 110% 109%
57 95% 95% 160% 160% 110% 110%
58 93.5% 93.5% 160% 160% 109% 109%
59 92% 92% 160% 160% 108% 108%
60 90.5% 90.5% 160% 160% 107% 107%
61 89% 89% 160% 160% 106% 106%
62 88% 88% 160% 160% 105% 105%
63 89% 88% 160% 159% 105% 104%
64 90% 88% 160% 158% 105% 103%
65 91% 88% 160% 157% 105% 102%
66 92% 88% 160% 156% 105% 101%
67 93% 88% 160% 155% 105% 100%
68 95% 90% 160% 154% 107% 101.5%
69 97% 92% 160% 153% 109% 103%
70 99% 94% 160% 152% 111% 104.5%
71 101% 96% 160% 151% 113% 106%
72 103% 98% 160% 150% 115% 108%
73 103.5% 99.5% 158% 149% 115% 109%
74 104% 101% 156% 148% 115% 110%
75 104.5% 102.5% 154% 147% 115% 111%
76 104.5% 103.5% 152% 146% 115% 112%
77 105% 105% 150% 145% 115% 113%
78 106.5% 106.5% 147% 143% 115% 113.5%
79 108% 108% 144% 141% 115% 114%
80 109.5% 109.5% 141% 139% 115% 114.5%
81 111% 111% 138% 137% 115% 114.5%
82 113% 113% 135% 135% 115% 115%
83 113% 113% 132% 132% 114.5% 114.5%
84 113% 113% 129% 129% 114% 114%
85 113% 113% 126% 126% 113.5% 113.5%
86 113% 113% 123% 123% 113.5% 113.5%
87 113% 113% 120% 120% 113% 113%
88 113% 113% 119% 119% 113% 113%
89 113% 113% 118% 118% 113% 113%
90 113% 113% 117% 117% 113% 113%
91 113% 113% 113% 116% 113% 113%
92 113% 113% 115% 115% 113% 113%
93 112.5% 112.5% 114% 114% 112.5% 112.5%
94 112% 112% 113% 113% 112% 112%
95 111.5% 111.5% 112% 112% 111.5% 111.5%
96 111% 111% 111% 111% 111% 111%
97 110% 110% 110% 110% 110% 110%
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APPENDIX 1 - CASH FLOW MODELING FOR C-3 RBC

This appendix is applicable for all companies who do Cash Flow Testing for C-3 RBC for Certain Annuities and
Single Premium Life products.

The method of developing the C-3 component for these products is building on the work of the asset adequacy
modeling but using interest scenarios designed to help approximate the 95" percentile C-3 risk.

The C-3 component is to be calculated as the sum of four amounts, but subject to a minimum. The calculation is:

(a) For Certain Annuities or Single Premium Life Insurance products other than equity-indexed products, whether
written directly or assumed through reinsurance, that the company tests for asset adequacy analysis using cash
flow testing, an actuary should calculate the C-3 requirement based on the same cash flow models and
assumptions used and same “as-of” date as for asset adequacy, but with a different set of interest scenarios and a
different measurement of results. A weighted average of a subset of the scenario-specific results is used to
determine the C-3 requirement. The result is to be divided by (1-enacted maximum federal corporate income tax
rate) to put it on a pre-tax basis for LR027 Interest Rate Risk and Market Risk Column (2) Line (33).

If the “as-of” date of this testing is not Dec. 31, the ratio of the C-3 requirement to reserves on the “as-of” date is
applied to the year-end reserves, similarly grouped, to determine the year-end C-3 requirement for this category.

(b) Equity-indexed products are to use the existing C-3 RBC factors, not the results of cash flow testing.

(c) For all other products (either non-cash-flow-tested or those outside the product scope defined above) the C-3
requirements are calculated using current existing C-3 RBC factors and instructions.

(d) For callable/pre-payable assets (including 10s and similar investments other than those used for testing in
component a) above, the after-tax C-3 requirement is 50.0% of the excess, if any, of book/adjusted carrying value
above current call price. The calculation is to be done on an asset-by-asset basis. For callable/pre-payable assets
used for testing in component a) above as well as those used in C-3P2 testing, the C-3 factor requirement is zero.

The total C-3 component is the sum of (a), (b), (c) and (d), but not less than half the C-3 component based on current
factors and instructions.

e  For this C-3 calculation, “Certain Annuities” means products with the characteristics of deferred and immediate
annuities, structured settlements, guaranteed separate accounts (excluding guaranteed indexed separate accounts
following a Class II investment strategy) and GICs (including synthetic GICs and funding agreements). Debt
incurred for funding an investment account is included if cash flow testing of the arrangement is required by the
insurer’s state of domicile for asset adequacy analysis. Variable annuity products are not to be included, including
guaranteed fixed options within such products and payout annuities resulting from variable annuities
reserved for under VM-21, as they are separately tested under the requirements for Variable Annuities and
Similar Products. See Appendix 1b for further discussion.

e The company may use either a standard 50 scenario set of interest rates or an alternative, but more conservative,
12 scenario set (for part a, above). It may use the smaller set for some products and the larger one for others.
Details of the cash flow testing for C-3 RBC methodology are contained in Appendix 1la.

— Details Eliminated to Conserve Space —
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