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Life and Annuity Update

Vartable Annuity Guaranteed Benefits

— Statutqry reserves for VAGLBs
— RBC for MGDBs and VAGLBs

Potential SVL

GAAP Developments

Codification Issues




Statutory Reserves for VAGLBS
Actuarial Guideline MMMM

« Change in direction

» Retrospectiveraccumulation of charges

— supported by standalone asset adequacy
analysis at the beneW

» Effective date 12/31/20

— High RiskR\C-3 factor (2%)
— Medium RiskXactor (1%) can be applied

» No explicit requirexaent for MGDBs




RBC forMGDBs and VAGLBs
C-3 Phase Il Project

» Vaxable contracts with guarantees
— to include VAGLBs and MGDBs

» Elements of CIA approach, including CTE

— stochastic modeling
— PV of accumulated stat income

RBC forGuaranteed Benefits
C-3 Phase Il Project - Example

Reserves Benefits/ Change in Cumulative
Year | (or CV) | Revenue Expenses Reserves Income Income
N\,
N
N
2 150




RBC forMGDBs and VAGLBs
C-3 Phase Il Project

» Car_use approach to determine reserves

— lowerCTE level for reserves (e.g., 60 or 65)

— input from Academy

— RBC expected to be ready for 12/34/2003

RBC forGuaranteed Benefits
C-3 Phase Il Project

o Keyssues to be resolved

— treatment of reserves within analysis

— CH behaMogr (e.g., annuitizations)

— safe harbors and/or gradi




— Specific reference to\Health Reserves

* Long Term Statutory Solutions

Potenti
Lon

SVL Updates
erm Statutory Solutions

ine for Future Solvency Framework

Start wi

UVS principles

Incorporate

— changes since 2000 UVS Report

— recent solvency developments in the

Financial Services In

Next step - establish vision ang-goals




— FASB Fair Value (are they gonna do i§7?)

GAAP Developments




velopments
tatement No. 133

— Academy L\ FRC

GAAP Developments
AICP A Statements of Position

* Nonxtraditional Products
* InternakReplacements




GAAP Deévelopments
Non-traditional Products

» AIGPA SOP on Non-traditional Products
— exposed for comments through 10/02

— 1/1/04 effective date (with transition rules)

 SOP addresses several issues

— Separate Accoun

— Investment in the S/AYseed money)
— Sales Inducements

— Liability Valuation

GAAP Developments
Internal Replacements

» AICRA SOP on Internal Replacements
— looking to issue final SOP in 2Q of 2003
— 1/1/04 efrsctive date
— prospective

» Addressing Accounting Treatment of IRs

— other than those dessribed in FAS 97
— DAC and other GAAP bal




 Is IR Svbstantially Different?

— Qualitative\Test only

» Accounting foraternal Replacements

— IRs that are Subst
— IRs that are Not Subst

tially Different




