
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.

	Elaine Lam, California Department of Insurance
	Ben Slutsker, Minnesota Department of Commerce

Clarify calculation mechanics in the VM-22 SPA dynamic lapse formula, specifically in the Market Factor and Rate Factor formulas.

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:

January 1, 2026 Edition of the Valuation Manual – VM-22 Section 6.C.5 Full Surrenders

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.)

In the current VM-22 SPA dynamic lapse formula, in order to get the intended result, the Market Factor accepted percentage inputs (for CR, MR, BF) as whole numbers rather than decimals. For example, 5% was expected to be input as 5, instead of 0.05. This input format caused confusion due to inconsistency with mathematical convention where percentages are typically expressed as decimals (e.g., 5% is 0.05, not 5).

This APF updates the formula for Market Factor to accept decimal inputs for percentages rather than whole number inputs, which follows mathematical convention. The formula for Rate Factor also requires updating, to output a decimal percentage rather than a whole number percentage (which again follows mathematical convention), to be correctly input into the Total Lapse formula. In the end, the Total Lapse result will be unchanged.

Mechanically, to end up with the same result, the changes being proposed are to:
- multiply the decimal percentage inputs of the Market Factor by 100
- divide the Rate Factor by 100 to turn it into a decimal percentage output

(Footnote: CR = Crediting Rate; MR = Market Rate; BF = Buffer Factor)

A subsequent update to the APF puts “÷ 100” into the Market Factor rather than the Rate Factor. This has the advantage of both the Market Factor and Rate Factor to consistently be decimals.


* 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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VM-22 Section 6.C.5 – Full Surrenders
(proposed changes in red)

…

𝑇𝑜𝑡𝑎𝑙 Lapse = (𝐵𝑎𝑠𝑒 𝐿𝑎𝑝𝑠𝑒 x GMIR Factor + 𝑅𝑎𝑡𝑒 𝐹𝑎𝑐𝑡𝑜𝑟 x MVA Factor) × 𝐼𝑇𝑀 𝐹𝑎𝑐𝑡𝑜r

…

Rate Factor
𝑅𝑎𝑡𝑒 𝐹𝑎𝑐𝑡𝑜𝑟 = 𝑀𝑎𝑟𝑘𝑒𝑡 𝐹𝑎𝑐𝑡𝑜𝑟 × 𝑀𝑎𝑥(0, 1 – 5 × (1-CSV/AV))

…

Market Factor
𝑀𝑎𝑟𝑘𝑒𝑡 𝐹𝑎𝑐𝑡𝑜𝑟 =  –1.25 x [100 x (𝐶𝑅 – 𝑀𝑅)]X ÷ 100                	if CR ≥ MR
M𝑎𝑟𝑘𝑒𝑡 𝐹𝑎𝑐𝑡𝑜𝑟 =  0                                                            	if MR > CR ≥ (MR − BF)
𝑀𝑎𝑟𝑘𝑒𝑡 𝐹𝑎𝑐𝑡𝑜𝑟 =  1.25 x [100 x (𝑀𝑅 – 𝐵𝐹 – 𝐶𝑅)]X ÷ 100         	if CR < (MR − BF)
X = 2.0 during Surrender Charge Period, 2.5 at Shock, and 2.5 thereafter
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