VM-21 RESERVES SUPPLEMENT	Comment by Weber, Peter: Currently, VM-21 reserves are reported in the Variable Annuities Supplement. VM-22 is set to report in the VM-22 Reserves Supplement. VM-20 reports in the VM20 Reserve Supplement. Based on this, the VA supplement will be renamed to VM-21 Reserve Supplement to conform with the other two.

Variable Annuity Reserves Valued According to VM-21 or AG 43 by Product Type	Comment by Weber, Peter: Drafting Question: Is it desired to have separate tables for individual contracts and for group contracts with individual certificates or can they be combined?

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 RESERVES SUPPLEMENT – PART 3A

Variable Annuity Reserves Valued According to VM-21 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.





VM-21 RESERVES SUPPLEMENT – PART 3B

Variable Annuity Reserves Valued According to VM-21 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 NOT 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 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	–	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.

Column 2	–	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.

Column 3	–	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.

Column 4 	–	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.

Column 5	–	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.

Columns 6 & 9 	–	Number of Contracts

Report the number of individual contracts or 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 or certificates in a group contract should be prior to any reinsurance ceded and include reinsurance assumed.

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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