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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.

Rachel Hemphill, CA
Address Drafting Note on Aggregation in VM-31 March 7th Exposure by including a requirement in VM-21

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:
Clean Version APF 2019-27 (VM-21 exposed by LATF March 7th); Section 6.A.1.a
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.)
There were three Drafting Notes exposed in APF 2019-28 (Elaine’s VM-31 edits for VA framework).  Two of them have been addressed (references to AVR and RBC) so those Drafting Notes may be removed with no other revisions.
For the third Drafting Note, regarding a Guidance Note on aggregation, it was generally agreed that the guidance note belonged in VM-21 not VM-31 because it is about calculations, not reporting.
* 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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Section 6: Requirements for the Additional Standard Projection Amount
A.
Overview

1.
Determining the Additional Standard Projection Amount
a.  The additional standard projection amount shall be determined in aggregate for all contracts falling under the scope of these requirements, excluding those contracts to which the Alternative Methodology is applied, by calculating the Prescribed Projections Amount by one of two methods, Unfloored CTE70(adjusted) and Unfloored CTE65(adjusted), and then combining them as defined below.  The company shall assess the impact of aggregation on the additional standard projection amount.

Guidance Note: The following outlines one method that may be used to assess the impact of aggregation. If a company plans to use a different method, they should discuss that method with their domiciliary commissioner.

If a company uses the CSMP method, the benefit of aggregation is determined using the following steps, based on Path A, and using prescribed assumptions and discount rates used to calculate prescribed Amount A:

1.         Calculate the present value of each contract’s accumulated deficiency up through the duration of the aggregate GPVAD. When determining the contract accumulated deficiency: (a) contract starting assets equal CSV, (b) contract level starting assets include both separate account and general account assets, and exclude any hedge assets, (c) discount rate for the PVAD is the NAER, and (d) for a contract that terminates prior to the duration of the GPVAD, there will no longer be liability cash flows, but assets (positive or negative) continue to accumulate. 

2.         The impact of aggregation is the sum of the absolute value of the negative amounts from step 1 above.

If a company uses the CTEPA method, it should apply steps 1 and 2 above to each model point, using the same scenario used for the cumulative decrement analysis, and using that scenario’s NAER as the discount rates for discounting the accumulated deficiency from the time of the GPVAD. For GMWBs and hybrid GMIBs that use the Withdrawal Delay Cohort Method as specified in VM-21 Section 6.C.5, cash flows for each contract or for each model point shall be determined as the aggregate across all of the constituent cohorts of the contract or model point.
b.  The additional standard projection amount shall be calculated based on the scenario reserves, as discussed in Section 4.B, with certain prescribed assumptions replacing the company prudent estimate assumptions. As is the case in the projection of a scenario in the calculation of the stochastic reserve, the scenario reserves used to calculate the additional standard projection amount are based on an analysis of asset and liability cash flows produced along certain equity and interest rate scenario paths.
© 2010 National Association of Insurance Commissioners
2

