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SOA Antitrust Compliance Guidelines

Active participation in the Society of Actuaries is an important aspect of membership. While the positive contributions of professional societies and associations are well-recognized
and encouraged, association activities are vulnerable to close antitrust scrutiny. By their very nature, associations bring together industry competitors and other market participants.
The United States antitrust laws aim to protect consumers by preserving the free economy and prohibiting anti-competitive business practices; they promote competition. There are
both state and federal antitrust laws, although state antitrust laws closely follow federal law. The Sherman Act, is the primary U.S. antitrust law pertaining to association activities.
The Sherman Act prohibits every contract, combination or conspiracy that places an unreasonable restraint on trade. There are, however, some activities that are illegal under all
circumstances, such as price fixing, market allocation and collusive bidding.

There is no safe harbor under the antitrust law for professional association activities. Therefore, association meeting participants should refrain from discussing any activity that could
potentially be construed as having an anti-competitive effect. Discussions relating to product or service pricing, market allocations, membership restrictions, product standardization
or other conditions on trade could arguably be perceived as a restraint on trade and may expose the SOA and its members to antitrust enforcement procedures.

While participating in all SOA in person meetings, webinars, teleconferences or side discussions, you should avoid discussing competitively sensitive information with competitors and
follow these guidelines:

* Do not discuss prices for services or products or anything else that might affect prices

¢ Do not discuss what you or other entities plan to do in a particular geographic or product markets or with particular customers.

¢ Do not speak on behalf of the SOA or any of its committees unless specifically authorized to do so.

¢ Do leave a meeting where any anticompetitive pricing or market allocation discussion occurs.

» Do alert SOA staff and/or legal counsel to any concerning discussions

* Do consult with legal counsel before raising any matter or making a statement that may involve competitively sensitive information.

Adherence to these guidelines involves not only avoidance of antitrust violations, but avoidance of behavior which might be so construed. These guidelines only provide an overview

of prohibited activities. SOA legal counsel reviews meeting agenda and materials as deemed appropriate and any discussion that departs from the formal agenda should be
scrutinized carefully. Antitrust compliance is everyone’s responsibility; however, please seek legal counsel if you have any questions or concerns.
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Presentation Disclaimer

Presentations are intended for educational purposes only and do not
replace independent professional judgment. Statements of fact and
opinions expressed are those of the participants individually and,
unless expressly stated to the contrary, are not the opinion or
position of the Society of Actuaries, its cosponsors or its
committees. The Society of Actuaries does not endorse or approve,
and assumes no responsibility for, the content, accuracy or
completeness of the information presented. Attendees should note
that the sessions are audio-recorded and may be published in
various media, including print, audio and video formats without
further notice.
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Presentation Disclaimer

AMERICAN ACADEMY
of ACTUARIES

The American Academy of Actuaries is a 20,000-member professional
association whose mission is to serve the public and the U.S. actuarial
profession. For more than 50 years, the Academy has assisted public
policymakers on all levels by providing leadership, objective expertise,
and actuarial advice on risk and financial security issues. The Academy
also sets qualification, practice, and professionalism standards for
actuaries in the United States.

For more information, please visit:

actuary.org
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Overview of VM-22

The NAIC has introduced a principle-based reserving (PBR) framework for statutory
valuation to better align with the evolving nature of insurance products. The Annuity
Reserves and Capital Subcommittee (ARCS) has developed a proposed PBR framework for
non-variable VA annuity (VA) products that builds on the existing VM-22 standard.

What is VM-22?

Today, VM-22 contains prescribed * Payout annuities
methodology for determining valuation » Deferred annuities
interest rates for payout annuities. e Fixed indexed annuities
The proposed changes to VM-22 include * Pension risk transfer
principle-based reserve (PBR) requirements * Longevity reinsurance

What products are impacted?

for non-variable annuity products. This new
regulation will apply to prospective business
once adopted.
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VM-22: The Next Wave of PBR

Non-variable annuities, or generally fixed annuities, are complex products with varying risks.
VM-22 aims to provide a more risk-sensitive and consistent valuation framework compared to
the existing formulaic approach (CARVM).

;

—0—00- TTTTTI

Current CARVM Proposed VM-22 CARVM

e A stochastic approach that considers a

e A deterministic, worst-case, range of possible scenarios

approach.

* Company-specific or industry-based

e Prescribed assumptions. .
assumptions.

* No reflection of ALM or risk

management. * Emphasizes the importance of both sides

of the balance sheet.
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Key Features of VM-22

Stochastic Modeling to Determine the Scenario Reserve
* GPVADs or Direct Iteration method, two ways to have fun modeling!

e VM-22 requires stochastic modeling of interest rates and equity returns to capture the impact of market volatility on
reserves.

* This allows for a more realistic assessment of the riskiness of the annuity product.

e Liability and asset assumptions must be fit for purpose.

e Discount rates vary in accordance with the scenario.

Prudent Estimate Assumptions

* Based on the company's experience and judgment.

e Allows more flexibility in the valuation process as assumptions are appropriate for the company's specific products.

e Comparison, and requirements of, the Standard Projection Amount minimizes risk of bad judgment.
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Key Features of VM-22 (Continued)

Aggregation
* VM-22 allows for the aggregation of similar contracts, grouped into 3 reserving categories, to simplify the valuation process.

* The impact of aggregation can be observed by difference in the results from a comingled model versus separate models for
each liability segment.

e Aggregation is appropriate especially when liabilities are managed together.
Exclusion Testing

e VM-22 allows companies to exclude less risky and/or immaterial blocks of business.
Additional Standard Projection Amount

e Additional reserve amounts may be required under this test, which compares a reserve using company specific assumptions
versus prescribed assumptions.
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Additional Standard Projection Amount

The Additional Standard Projection Amount, like for VM-21, is to be calculated in a similar fashion as the Scenario
Reserve using prescribed assumptions rather than prudent estimate assumptions. This serves as a check on outliers,
but if implemented as a binding floor, could result in reserves that companies may view as redundant.

The latest VM-22 SPA Draft is exposed until Monday, Sept. 30, 2024, with an exposure period that runs concurrent
with field testing.

Key takeaways in this latest exposure:
e Prudent assumptions are exposed, which were developed by the NAIC leveraging relevant industry information.
e Of note, the dynamic lapse function has been refined through significant deliberation.

e Further care has been taken in developing a relevant Guarantee Actuarial Present Value for in-scope products with
Living Benefits.

Other noteworthy items from the initial exposure:

e Relative ﬁo VM-21, the removal of the Withdrawal Delay Cohort Method and Company Specific Market Path
approach.
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VM-22 Field Testing

To prepare for the new framework, industry participants are currently participating in the
VM-22 field test. Participants are expected to submit results by the end of September.

Key objectives of the field test include:

i il i

Measurement of Business Impacts Uphold Principles Assess Open Design Decisions
Measure the impact on actual At a high level, ensure pillars of Test the impact of key open VM-22
business of the proposed reserve framework are met: design decisions:
and capital frameworks relative to
the current standards to ensure * Appropriate Reflection of Risk e Aggregation
frameworks are working as e Comprehensive * Reinvestment guardrail mix
intended. * Consistency Across Products e Stochastic Exclusion Ratio Test

* Practicality and threshold
Appropriateness e Standard Projection Amount

(SPA) assumptions
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Implications of VM-22

The changes to the statutory valuation framework for non-variable annuities will require
insurance companies to move beyond the approaches used today in the pre-PBR landscape.
The effects will begin to be revealed via the field test; however, beyond the tactical steps of the
field test are the operational, strategic and financial impacts on the horizon. Our panelists will
share their insights on the impacts they foresee on the horizon in the following areas:

Actuarial Model i
rel. Actuarl.al VM-31 Disclosures
Capabilities Assumptions

Projection and
FP&A

Product

Reinsurance
Development
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Questions?

For more information, please contact Amanda Barry-Moilanen
(barrymoilanen@actuary.org)

» Add Evaluation link
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