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Active participation in the Society of Actuaries is an important aspect of membership. However, any Society activity that arguably could be perceived as a restraint of
trade exposes the SOA and its members to antitrust risk. Accordingly, meeting participants should refrain from any discussion which may provide the basis for an
inference that they agreed to take any action relating to prices, services, production, allocation of markets or any other matter having a market effect. These
discussions should be avoided both at official SOA meetings and informal gatherings and activities. In addition, meeting participants should be sensitive to other
matters that may raise particular antitrust concern: membership restrictions, codes of ethics or other forms of self-regulation, product standardization or
certification. The following are guidelines that should be followed at all SOA meetings, informal gatherings and activities:

e DON'T discuss your own, your firm’s, or others’ prices or fees for service, or anything that might affect prices or  fees, such as costs, discounts, terms of sale, or
profit margins.

¢ DON'T stay at a meeting where any such price talk occurs.

¢ DON'T make public announcements or statements about your own or your firm’s prices or fees, or those of competitors, at any SOA meeting or activity.

e DON'T talk about what other entities or their members or employees plan to do in particular geographic or product markets or with particular customers.
e DON'T speak or act on behalf of the SOA or any of its committees unless specifically authorized to do so.

e DO alert SOA staff or legal counsel about any concerns regarding proposed statements to be made by the association on behalf of a committee or section.

¢ DO consult with your own legal counsel or the SOA before raising any matter or making any statement that you think may involve competitively sensitive
information.

e DO be alert to improper activities, and don’t participate if you think something is improper.

If you have specific questions, seek guidance from your own legal counsel or from the SOA’s Executive Director or legal counsel.
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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
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Background and Purpose

e Smaller Insurance Companies may want alternative to
reserves using Company-wide Exemption

e Exemption may force higher reserves

* Non-election of Company-wide Exemption may be too
labor-intensive for the resources available

* Goal was to develop less intensive methodologies

e Simplified methodologies were needed that comply with
VM-20




Research Project Key Elements

e Proposal was required to explore possible
simplifications, approximations, and modeling efficiency
techniques allowed under VM-20 for determining
statutory reserves for life insurance, including term and
UL without secondary guarantees.

e Smaller Insurance Company Section Research Project,
with Co-Sponsors Modeling Section, Financial Reporting
Section, and Committee on Life Insurance Research



Development of Multi-Risk Scenario Generator

e Will be available on the Society of Actuaries webpage
e Open code, well-documented
e Fully stochastic scenarios, calculating CTE 70 reserve

e Adjustment based on the variance of the CTE estimator
(the fewer scenarios, the higher the CTE estimator

e Simplification comes in because the CTE 70 reserve
becomes the VM-20 reserve, and other calculations (NPR,

DTR) not required




Scenario Generator Output

e Objectivity measure for the best estimate
assumptions

e Probability and Credibility-based ranges for each
assumption tested

e Scenario reduction techniques to select ideal subset
of larger set of scenarios




Sections of VM-31 where Multi-Risk Scenario
Generator Output Can Be Used

*\/M-31 Section 3.C. 5.

e Description of the risks deemed material by the
qualified actuary for the sub-report’s group of
policies

e Multi-Risk Scenario Generator can Identify and
Measure the Risk

e Gives rationale for determining that a risk is material




Sections of VM-31 where Multi-Risk Scenario
Generator Output Can Be Used
*\/M-31 Section 3.D. 2.e.

e Description of approach and rationale used to
validate model calculations within each model
segment (DTR, SR)

e Evaluation for appropriateness and applicability,
compare to historical experience, what risks not
included, material limitations of model

e Correlation of risks in margins




Project Timeline

e Goal is to have the Multi-Risk Scenario Generator
available for SOA member use before Year End 2017

e Feedback has been received regarding )
statistical calculations S

e Feedback is being sought from regulators °
e Support has been given by LIMRA, MIB
e POG continues to monitor, beta-test, support




Researcher Team

e Mark Birdsall, FSA, MAAA, FCA, MBA
Vice President, Lewis and Ellis, Inc.

e Steve Strommen, FSA, MAAA, CERA
Owner, Blufftop LLC

e Brian Hartman, PhD, ASA
Founder, Hartman Analytics
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