


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.

Brian Bayerle, ACLI – Clarify requirements on groups of policies that have passed an exclusion test and are not subject to a principles-based valuation. Such policies are not subject to VM-G, but still require a sub-report under VM-31.
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:

Valuation Manual September 10, 2018; VM-20 Section 2.D, VM-31 Section 1, VM-G Section 1.
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 is some ambiguity about the requirements if a principles-based valuation is not performed. Under the 2019 VM, a sub-report is required for policies that have passed an exclusion test, but that is not clear from a read of VM-20. 
* 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. 
NAIC Staff Comments:

	Dates: Received
	Reviewed by Staff
	Distributed
	Considered

	
	
	
	

	Notes: VM APF 2019-03
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VM-20

Section 2: Minimum Reserve

D. A group of policies for which neither deterministic nor stochastic reserves are required or calculated are not subject to principle-based valuation as defined under Model #820. Groups of policies that have passed the exclusion tests defined in VM-20 Section 6 are subject to the sub-report requirements outlined in VM-31 Section 2.A. Groups of policies that have passed the exclusion tests defined in VM-20 Section 6 are not subject to the requirements of VM-G. 
VM-31
Section 1: Purpose

The purpose of this section is to establish the minimum reporting requirements for policies or contracts subject to a principle-based valuation according to the methods defined in VM-20 and VM-21, and groups of policies that have passed the exclusion tests defined in VM-20 Section 6.

Section 2: General Requirements

A.
Each year a company shall prepare, under the direction of one or more qualified actuaries, as assigned by the company under the provisions of VM-G, a PBR Actuarial Report if the company computes a deterministic reserve or stochastic reserve or performs an exclusion test for any policy as defined in VM-20, or computes an aggregate reserve for any contract as defined in VM-21. 

A company that does not compute any deterministic or stochastic reserves under VM-20 for a group of policies as a result of the policies in that group passing the exclusion tests as defined in VM–20 Section 6 must still develop a sub-report for that group of policies that addresses the relevant requirements of Section 3.

VM-G

Section 1: Introduction, Definition and Scope

A.
A principle-based approach to the calculation of reserves places the responsibility for actuarial and financial assumptions with respect to the determination of sufficient reserves on individual companies, as compared with reserves determined strictly according to formulas prescribed by regulators. This responsibility requires that sufficient measures are established for oversight of the function related to principle-based reserves.

The corporate governance guidance provided in VM-G is applicable only to a principle-based valuation calculated according to methods defined in VM-20 and VM-21. Groups of policies that have passed the exclusion tests defined in VM-20 Section 6 are not subject to these requirements.  
Exposure of APF 2019-03


Clarify requirements for policies that are not subject to PBR as a result of having passed an exclusion test.


Note: This proposal directly conflicts with APF 2018-66, which is exposed concurrently.  Only one of the APFs can be adopted.


Send comments to Reggie Mazyck (� HYPERLINK "mailto:RMazyck@naic.org" �RMazyck@naic.org�) before COB Mar. 7, 2019
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