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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.

	Identification:
	NAIC VM-22 (A) Subgroup

	Title of the Issue:
Reserving Treatment for GICs, Funding Agreements, and Stable Value Contracts

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:

2026 Valuation Manual, VM Section II, Subsection 2.C and VM-22 Section 6

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 following page

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

For the initial adoption of VM-22 PBR, GICs, Synthetic GICs, funding agreements, and stable value-type contracts are all out-of-scope. As a day 2 item, one question was whether to include these types of contracts in PBR. This APF includes these contracts in PBR, but provides a set of criteria for which common types of these contracts could be more easily excluded from PBR under the exclusion test section of VM-22 (Section 7).




	Dates: Received
	Reviewed by Staff
	Distributed
	Considered

	7/28/26
	A.F.
	
	

	Notes: 2026-06






VM Section II, Subsection 2.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.

VM-22 Section 6.A.4:

A. [bookmark: _Toc77242153][bookmark: _Toc198643592]Requirements to Pass the Stochastic Exclusion Tests

Groups of contracts pass the SET if one of the following is met:
1. Stochastic Exclusion Ratio Test (SERT)—Annually within 12 months before the valuation date the company demonstrates that the groups of contracts pass the SERT defined in Section 7.C.
2. Stochastic Exclusion Demonstration Test—In the first year and at least once every three calendar years thereafter, the company provides a demonstration in the PBR Actuarial Report as specified in Section 7.D.
3. SET Certification Method – For any groups of contracts within the scope of VM-22, the qualified actuary may document that the groups of contracts have passed the exclusion test through an approach other than the SET Certification Method within the past three years and that there have not been material changes in the interest rate risk, mortality and/or longevity risk, or asset return volatility risk inherent in the liabilities and supporting assets. Alternatively, for groups of contracts that do not have guaranteed living benefits, future hedging strategies, or pension risk transfer business, in the first year and at least every third calendar year thereafter, the company provides a certification by a qualified actuary that the group of contracts is not subject to material interest rate risk, mortality and/or longevity risk, or asset return volatility risk (i.e., the risk on non-fixed-income investments having substantial volatility of returns, such as common stocks and real estate investments). 
Guidance Note: The qualified actuary should develop documentation to support the actuarial certification that presents his or her analysis clearly and in detail sufficient for another actuary to understand the analysis and reasons for the actuary’s conclusion that the group of contracts is not subject to material interest rate risk, mortality and/or longevity risk, or asset return volatility risk. Examples of methods a qualified actuary could use to support the actuarial certification include, but are not limited to:
a) A demonstration that, for the group of contracts, reserves calculated using requirements under VM-A, VM-C, and VM-V are at least as great as the assets required to support the group of contracts and certificates using the company’s cash-flow testing model under each of the 48 scenarios identified in Section 7.C.1 or alternatively each of the New York seven economic scenarios under each of the three mortality adjustment factors identified in Section 7.C.1. When using the cash-flow testing models, the company shall use the cash-flow testing model with explicit margins and/or sensitivities such that moderately adverse conditions are reflected for risks other than the economic scenarios.

b) A qualitative risk assessment of the group of contracts that concludes that the group of contracts does not have material interest rate risk, mortality and/or longevity risk, or asset return volatility. Such assessment would include an analysis of product guarantees, the company’s non-guaranteed elements (NGEs) policy, assets backing the group of contracts, the company’s mortality and/or longevity risk, and the company’s investment strategy.

4. Group Investment Contract Risk Evaluation – For Guaranteed Investment Contracts, Synthetic Guaranteed Investment Contracts, Funding Agreements, and other Stable Value Contracts, certify that all of the following criteria are met, along with a written description of how contract works and each item is met: 

a. Limited exposure to policyholder behavior risks related to surrender and withdrawal timing

b. Limited exposure to biometric risks related to mortality and longevity, such as life contingent payout benefits or long-term payout benefits

c. Maturity of ten years or less after the initial contract is issued

d. Absence of material embedded optionality, such as features that create asymmetric, path-dependent, or market-contingent outcomes (e.g., options or guarantees that materially increase sensitivity to economic scenarios)

e. Minimal asset-liability mismatch risk, such that liability and supporting asset cash flows are not expected to produce material asset-liability mismatch risk under a range of economic conditions

Alternatively, for only Synthetic Guaranteed Investment Contracts, rather than satisfying the criteria listed above, certify that all of the following criteria are met instead, along with a written description of how contract works and each item is met:

a. Contain contractual provisions that materially limit tail risk and pass back the risk to the contractholder through features such as benefit-responsive withdrawal restrictions, experience rating mechanisms, or terminations provisions that significantly reduce the likelihood of adverse, path-dependent outcomes under stressed scenarios

b. Risks are structurally constrained through cash flows driven by aggregate, plan-level activity across a large number of individual participants, and no single participant or contract holder has the discretion to exercise contractual features in a manner that would significantly alter contractual payments

c. Requires the insurer to make cash payments for residual benefits only after plan or trust assets are depleted and the severity of the economic shock required for making such payments is beyond moderately adverse conditions
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