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Summer 2020 NAIC National Meeting (virtual) 

Summary 

A. Life Actuarial Task Force – the following topics were covered: 

1. Yearly Renewable Term (YRT) Field Test – LATF heard an update on the VM-20 YRT Field Test. 

LATF took no action. 

2. Standard Nonforfeiture Law for Individual Deferred Annuities – LATF had a preliminary 

discussion on updating NAIC Model 805 in light of the current low interest rate environment. 

LATF can’t act on this model until an official request is adopted by the NAIC. This is expected 

later in the National Meeting. LATF took no action. 

3. VM-22 Subgroup Report – LATF heard an update from the Subgroup on their progress, and 

heard a presentation from the Academy Annuity Reserve Work Group (ARWG) on progress to 

develop a proposal for a principle-based statutory reserve framework for non-variable annuities 

within VM-22. The Subgroup’s target timeline is to provide a proposal that will allow the NAIC to 

have an approach implemented on 1/1/2023. LATF adopted the Subgroup report. 

4. LATF heard an update on the Interstate Insurance Product Regulation Commission (IIPRC). 

LATF took no action. 

5. Longevity Risk Subgroup – LATF heard an update on Subgroup activities. The Subgroup will be 

proposing C-2 longevity factors for RBC, which were developed by the Academy Longevity Risk 

Task Force. A proposal to change the current RBC formula to incorporate a longevity charge for 

year-end 2020 was adopted by the NAIC Life RBC Working Group. However, this change will 

result in an RBC charge of 0, but it is necessary to gather  information from companies that will 

be needed to assess the impact of future non-zero RBC proposals. LATF adopted the Subgroup 

report. 

6. GI Life Valuation – LATF heard an update on a recently formed subgroup that is looking at 

improving requirements for Guaranteed Issue Life business. This would include any appropriate 

mortality table(s) for valuation as well as nonforfeiture. LATF adopted the Subgroup report. 

7. Experience Reporting Subgroup Report – LATF heard an update on experience reporting 

activities, including advance underwriting and VAs. LATF adopted the Subgroup report. 

8. IUL Illustration – LATF heard an update from the IUL Illustration Subgroup related to the 

recently adopted AG 49A and the need to make additional changes to current AG 49. LATF took 

no action. 

9. Valuation Manual Amendments – LATF exposed three amendment proposal forms. 

10. Generally Recognized Expense Tables (GRET) – LATF heard a discussion on the 2021 GRET 

recommendations. LATF exposed the recommendation for 21 days. 
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11. SOA Research and Education – LATF heard an update on SOA research and education efforts. 

LATF took no action. 

12. Life Mortality Improvement Factors – LATF heard an update from the Joint Academy/SOA 

Committee (Joint Committee) on updates to the process to develop the Individual Life Mortality 

Improvement Recommended Scale that is used in conjunction with AG38 and VM-20 reserve 

development. The Joint Committee recommended that no adjustment to the 2020 mortality 

improvement update be made to account for COVID-19 deaths. LATF exposed the 

recommendation for 21 days. 

13. PBR Governance – LATF heard a report on the Academy’s involvement in PBR, which includes a 

PBR resource page on the Academy website, a model governance checklist, a PBR Boot Camp, 

practice notes covering PBR requirements, PBR projections, and governance. A newly formed 

Academy Asset Adequacy Testing Task Force was formed to gather information via survey to 

appointed actuaries on the impact of COVID-19 on 2020 asset adequacy analysis. The Academy 

will also sponsor a virtual PBR Boot Camp September 12-17, covering life and variable annuity 

PBR, and audit and regulatory updates. LATF took no action. 

14. Academy Update on Professionalism – LATF heard an update from the ABCD and a report from 

the Actuarial Standards Board on the status of ASOPs of interest to LATF. LATF took no action. 

15. Other Matters – None. 

B. See the Life RBC WG section below for information on the Life RBC WG session during the Summer 

NAIC National Meeting. 
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Summer 2020 NAIC National Meeting (virtual) 

Background and Details 

Life Actuarial Task Force – August 3-6, 2020 

1. Yearly Renewable Term (YRT) Field Test 

The Academy’s YRT Field Test Project Oversight Work Group presented along with representatives from 

Oliver Wyman (OW), who was hired by the NAIC to work with the Academy and the ACLI to manage the 

field test (page 26 of the LATF 1 Meetings Packet). 

The NAIC Valuation Analysis Working Group noted material differences in the treatment of future YRT 

premium rates within the VM-20 calculations they reviewed. Since the presentation of these findings, 

several Amendment Proposal Forms (APFs) to address this have been proposed offering different 

methods to project YRT premium rates. These need to be tested.  

It was noted that it is the gap between projected mortality under VM-20 (which contains margins and no 

mortality improvement) and projected YRT rates (which may include mortality improvement) that is the 

main source of the issue being addressed. The ultimate solution may include the need for projected risk 

sharing between the ceding company and the reinsurer to be included in the reserve calculations. 

An interim solution (APF 2019-39) has been put in place for 2020 valuations, and this solution was 

optional for 2019 valuations. The interim solution uses a ½ cx approach that requires no modeling. This is 

meant to be temporary until a final solution is implemented. 

OW was hired to develop a model office to do analysis and solution vetting from the industry survey, 

and they provided an overview of the model office analysis of the current APF solutions and a review of 

proposed solutions. 

OW began by discussing the three proposed solutions that LATF asked to be tested. 

• APF 2019-40 - model YRT premiums using anticipated experience with margins based on 

clarified modeling principles/guidance and actuarial judgment. This requires company and 

counterparty actions to be based on moderately adverse environment. Under this approach, the 

company is responsible for developing its own margins. OW categorized this proposal as one 

that involves “principles”. 

• APF 2019-41 - the company uses best estimate assumptions with no implicit or explicit margins 

as the prudent estimate assumptions for YRT reinsurance premiums paid and YRT reinsurance 

claim settlements received. This uses the reinsurance rates and provisions from the relevant 

reinsurance agreement as the initial prudent estimate assumption for YRT reinsurance 

premiums paid, and projects future reinsurance rate increases and recaptures using what the 

company actually expects will occur, based on treaty provisions, past reinsurance rate increase 

experience, and ongoing relationship with the reinsurer. The mortality rates used to determine 

the prudent estimate assumptions for YRT reinsurance claim settlements is anticipated 

experience adjusted to reflect best estimate mortality improvement. OW categorized this 

approach as one that involves “best estimates”. 
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• APF 2019-42 - non-guaranteed reinsurance premiums are modeled as the current scale plus a 

margin, developed based on prescribed inputs. This uses the current YRT premium rates, plus a 

prescribed margin based on the difference between “baseline credibility” prudent estimate 

mortality and company experience mortality. OW categorized this approach as one that involves 

“prescribed margins”. 

OW discussed the preliminary field test results including the requested submission requirements, the 

test scenarios (various actions under the 3 tested proposals), and participation statistics (page 39 of the 

LATF 1 Meetings Packet). They noted that while the participation was less than ideal (only 11 companies, 

with 7 submitting term and 8 submitting ULSG), they believe it gave them enough information to obtain 

a good sample of submitted results. However, this did make it hard to compare amongst companies. As 

a result, OW made refinements to their representative PBR model. Adjustments were made to account 

for properties of reinsurance (current YRT scale), mortality (credibility), and reserves (unlocking of 

mortality). See pages 40 and 41 of the LATF 1 Meetings Packet. 

The baseline results that were presented were based on a ULSG product, and showed a comparison of 

the 25th and 75th percentile of field test results, the range of results, and the “Baseline YRT scale” with 

high credibility. See pages 42-48 of the LATF 1 Meetings Packet. 

OW discussed the key takeaways from the analysis: 

• Reinsurer reaction scenarios can produce reserve credits in excess of ½ cx. 

• It is important to look at long-term projections of reserves when evaluating the impact of 
reinsurance modeling approaches. 

• Differences in reserve credits and assumed reserves under PBR are likely to occur for multiple 
reasons, including differences in valuation assumptions, mechanics of computing final PBR 
reserves, and the approach the reinsurers use to aggregate results across multiple treaties and 
multiple cedants. 

• Differences in modeled reserves are primarily driven by the relationship between the current 
scale of YRT premiums and PBR mortality (anticipated experience and the level of margin). 

• Variation in surveyed approaches points to several considerations, including level of 
prescription, modeling complexity, and variation in results.  

• Differences in reserve credits and assumed reserves are minimized when a mechanical approach 
to reinsurance is used by both parties. 

I missed the additional discussion on Thursday, due to losing power in the tropical storm that hit the 

east coast. 

LATF took no action. 

2. Standard Nonforfeiture Law for Individual Deferred Annuities 

LATF discussed the status of the update to NAIC Model 805 (page 110 of the LATF 1 Meetings Packet). 

This was intended to be a preliminary discussion. 

The NAIC A Committee adopted a model law revisions request, and the request is now before the 

Executive Committee for a vote (next week). This is needed from a procedural standpoint in order for 

LATF to begin work on the revisions. The ACLI has a proposal to change the minimum rate to 0%, and 
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LATF believes this proposal is within scope of this request. Brian Bayerle (ACLI) noted the historically low 

interest rates, and the difficulties experienced in supporting a 1% guarantee. The ACLI would like to see 

a 0% minimum, with the assumption that companies would credit higher than 0% to the extent it would 

be supportable. Without this change, there is concern about the continued availability of deferred 

annuities. 

Mike Boerner (TX, and LATF chair) noted that changing a model law would require a lot of time -- NAIC 

adoption, then state by state legislative action. This is unlike the Valuation Manual, where changes can 

be made more quickly. 

There was a question about why the current 1% floor was put into place. Since no one knew, LATF asked 

the ACLI to do research on this issue. Some LATF members (including NY) felt that moving away from the 

original 3% to 1% made sense, but that any further change should be non-zero (between 0-1%). Bill 

Carmello (NY) understood the need for lowering the rate; they don’t want companies relying on other 

policy features, such as charges, to maintain profitability. He suggested the idea that interest rates 

should stand on their own, and that NY is leaning towards something higher than 0%. He pointed out 

that this is different than issues with bank CDs – annuity companies crediting 0% with long-term 

surrender charges could create problems. Another LATF member noted that the model law requires a 

minimum 1%, net of haircuts, which would suggest that a rate other than 0% could be viable for the 

model. The implications that any change to the model would have on Indexed Annuities was also briefly 

discussed. 

Jeanne Daharsh (IIPRC) noted that once Model 805 is adopted by the NAIC, then it becomes part of the 

unified standards for the Compact. This will allow a quicker turn around time, and can help avoid waiting 

for states to adopted the updated model. 

Tom Kilcoyne (PA) suggested 0.25% would help with quicker turnaround and more consistency amongst 

states, and he felt that this could work for companies. 

Mike Boerner stated that LATF will be looking to do something quickly after the A Committee request is 

approved by the Executive Committee. LATF asked the ACLI to provide some examples of how the 

numbers in the model law works. 

LATF took no action. 

3. VM-22 Subgroup Update 

Bruce Sartain (IL and Subgroup chair) led the discussion (page 8 of the LATF 2 Meetings Packet), and 

introduced the different work flows that are going on to continue to develop PBR for non-variable 

annuities.  

Bruce turned the discussion over to Ben Slutsker, Chris Conrad, and John Miller (chair and vice-chairs, 

respectively, of the Academy Annuity Reserve Work Group, or ARWG), who presented an overview of 

the objectives, the plan to accomplish objectives, and the need to address five key topics (product 

scope, exclusion test, reinvestment assumption, aggregation, and application to inforce policies) with 

the ARWG perspective. The intent is to present an entire outline / slide deck to the NAIC this fall. The 

ARWG’s current focus is on a proposed methodology that contains a stochastic reserve at the CTE 70 
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level similar to VM-21 and VM-20. They are starting with a VM-21 approach and making targeted 

deviations and addressing any new product design elements. 

The goals of the approach continue to include an appropriate reflection of product risk, consistency 

across products, and practicality. 

The ARWG is looking at meeting a 1/1/2023 implementation date, but acknowledge there is a lot of 

work required to meet this date.  

Bruce further discussed the progress, and mentioned about half of the Subgroup’s time had been spent 

on the items highlighted by the Academy and the other half of the time on a standard projection floor.  

The Subgroup consensus is to include payout / immediate annuities in the product scope and to 

consider an exclusion test similar to VM-20. Bruce asked LATF to confirm whether the Subgroup should 

continue pursuing both of these items that they have consensus on, realizing that things may ultimately 

change as more details are articulated. 

LATF, without objection, directed the Subgroup to proceed with including immediate annuities and 

investigating an exclusion test. 

Rachel Hemphill (CA) mentioned that the exclusion test may need to be viewed in terms of materiality 

for the company. (If material to the company, should the company pass the exclusion test?) Bruce also 

mentioned that they had not come to a decision yet on applying VM-22 to the inforce, aggregation, or 

reinvestment assumptions. As to the floor, or standard projection amount, the Subgroup discussed the 

advantages of developing, even if it is not used as a minimum reserve (i.e., if used as a disclosure item 

for additional information during regulatory review). 

LATF adopted the Subgroup report. 

4. Interstate Insurance Product Regulation Commission (IIPRC) Update 

Jeanne Daharsh (IIPRC) provided the update (no materials). This included a review of the agenda for the 

IIPRC session during the NAIC meeting. The Commission will discuss the strategic plan and the 

governance and business assessment review, and product standards and an ACLI amendment for WP 

and waiver of monthly deductions.  Jeanne also highlighted that 2019 was a record year largely due to 

2017 CSO filings. She is also expecting increased activity later this year and into 2021 if a lower life 

nonforfeiture rate becomes effective along with changes to model regulation 805 for deferred annuities. 

LATF took no action. 

5. Longevity Risk Subgroup 

Rhonda Ahrens (NE) provided an update on Subgroup activities (no materials). She noted that the 

Subgroup hasn’t met since the last NAIC meeting, but that the Subgroup has been following RBC life 

longevity issue at the NAIC Life RBC Working Group (LRBCWG). The LRBCWG learned that any 

recommended changes to RBC requires the need to do an impact study. Unfortunately, such a study on 

longevity risk requires reported lines that weren’t automatically available in the Life RBC submissions. As 

a result, the LRBCWG implemented a change to the RBC formula that contains RBC factors of 0, along 

with the requirement to report the required line items in the RBC submission. This will facilitate a study 
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in 2021, and hopefully will result in finalized longevity RBC factors for year-end 2021. A study will also 

inform a recommendation on correlation factor between mortality and longevity risk. The LRBCWG is 

also looking at the RBC treatment of longevity reinsurance transactions where reserves are initially set 

at 0 (applying a factor to a 0 reserve gets you a 0 RBC). They are encountering difficulty with getting 

information in a public format, since there are very few of these transactions and concerns with the 

confidentiality of making this information public. 

LATF adopted the Subgroup report. 

6. GI Life Valuation 

Rhoda Ahrens (NE) led the discussion (no materials) about whether LATF should recommend to the A 

Committee that a subgroup be formed to improve requirements for Guaranteed Issue Life business. This 

would include proposing appropriate mortality table(s) for valuation and nonforfeiture. The LATF charge 

included the goal of having the Subgroup provide an initial recommendation (to form a subgroup) to 

LATF by the 2020 Summer National Meeting. Rhonda reported that there has been no progress on this 

issue due to other priorities. She asked LATF to look at extending the deadlines for the initial 

recommendations. 

LATF adopted the report. 

7. Experience Reporting Subgroup Report 

Fred Andersen (MN) provided an update (no materials). The Subgroup hasn’t met since the last NAIC 

meeting. Implementing reporting requirements within VM-51 for Accelerated Underwriting (AUW) 

experience is on hold until NAIC becomes statistical agent. This will inform discussions on the actuarial 

aspects of AUW going forward – especially discussions about whether and how AUW improves 

experience over traditional UW. The Subgroup is coordinating these efforts with the NAIC AUW Working 

Group. The Subgroup is also working on mandatory reporting requirements for policyholder behavior 

experience on variable annuity guaranteed living benefits. A question was asked about whether similar 

reporting would be required for indexed variable annuities (also known as structured or buffered 

annuities). Fred responded that the current focus is on VA guaranteed benefits, since these have been 

more prevalent, and thus more experience is available. 

LATF adopted the Subgroup report. 

8. IUL Illustrations 

Fred Andersen (MN) led the discussion (no materials). The Subgroup has been considering changes to 

AG 49 (The Application of the Life Illustrations Model Regulation to Policies with Index-Based Interest).  

He reported that the NAIC A Committee adopted AG 49A, and the guideline will have a November 25, 

2020 effective date, assuming that the Executive Committee adopts the guideline (final NAIC adoption) 

next week. 

The issue being addressed is that certain IUL policy features, such as multipliers and the use of variable 

or indexed loans, are being interpreted in a way where they produce favorable illustrations. The 

Subgroup looked into whether these features result in a situation where a riskier product could be 
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illustrated in a way that produces disproportionately higher returns than a less risky product. Some of 

the regulators view this as companies “gaming the system”. 

AG 49A adds conservatism to the constraints on IUL illustration, and attempts to require illustrations 

that are more similar between products with and without multipliers. Despite the revisions, there are 

still concerns with the complexity of some of these products, and concerns that the products and their 

illustrations chase returns. 

Fred noted that current AG 49 will need to be tweaked to address changes in AG 49A, and the Subgroup 

will look into this going forward. 

LATF adopted the Subgroup report. 

9. Valuation Manual Amendments 

Three Amendment Proposal Forms (APF) were discussed. 

The Academy Life Reserve WG discussed APF 2019-33 on the treatment for individually underwritten 

group insurance policies (page 8 of the LATF 3 Meetings Packet). The APF recommends seven clarifying 

changes and a referral for change to the NAIC Blanks and the PBR Supplemental Report. Additional edits 

were discussed. 

LATF exposed the APF for 60 days. 

Rachel Hemphill (TX) discussed Amendment Proposal Form (APF) 2020-03 (page 36 of the LATF 3 

Meetings Packet). The APF clarifies that more direct calculations of the NPR to reflect non-annual 

premium modes, etc., are allowed. 

LATF exposed the APF for 21 days. 

John Robinson (MN) discussed Amendment Proposal Form (APF) 2019-34 (page 42 of the LATF 3 

Meetings Packet). The APF addresses the SVL treatment of business ceded on a modified coinsurance 

basis, including the treatment within asset adequacy analysis within VM-30. The APF also includes a 

change to the heading of the Asset Adequacy Tested table in VM-30. 

LATF exposed the APF for 45 days. 

10. Generally Recognized Expense Tables (GRET) 

Dale Hall (SOA) led the discussion on the 2021 GRET recommendation (page 46 of the LATF 3 Meetings 

Packet). 

LATF exposed the APF for 21 days. 

11. SOA Research and Education 

Dale Hall (Society of Actuaries) outlined some of the SOA research projects that are of interest to LATF 

(page 66 of the LATF 3 Meetings Packet). Among those topics listed in the materials, Dale focused on 

COVID-19 Research, including asset adequacy analysis, COVID mortality, and the impact on group life 

insurance (there is a page on the SOA website). 

LATF took no action. 
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12. Life Mortality Improvement Factors 

Marianne Purushotham (a member of the SOA Preferred Mortality Oversight Group and the Academy’s 

Life Mortality Improvements Subgroup, or Joint Committee) led the discussion (page 76 of the LATF 3 

Meetings Packet). 

She noted that the Individual Life Mortality Improvement Recommended Scale is used in conjunction 

with AG38 and VM-20 reserve development. It is updated each year to account for an additional year of 

mortality improvement. It is then applied to improve the Valuation Basic Table mortality from the table 

date (e.g., 2015 for the 2015 VBT) to the current valuation date. She noted that the same methodology 

has been used since 2013 to develop the scale, and she outlined the basic steps of the process. 

Due to issues that might emerge in their 2020 work as a result of COVID, the Joint Committee is 

presenting this year’s proposed scale earlier than usual. 

Marianne noted the objective of the annual update exercise, which is to seek to apply judgment to 

historical mortality improvement (or deterioration) data to arrive at a set of mortality rates that can be 

used to calculate reserves for future events. 

The Joint Committee looked at the type of events that need to be incorporated into the update. For 

example, a shock event such as a pandemic, which will impact mortality short-term, then is expected to 

return to “normal” mortality improvement. They are looking for further guidance on whether it makes 

sense to include such a shock in reserves, or whether this should be considered part of capital planning 

(and included in RBC). The Joint Committee believe it leans more towards capital planning. 

Marianne discussed the update methodology, which involves looking at a combination of historical 

mortality improvement and the expectation for future improvement. This involves looking at consistent 

source of population data – Social Security Administration (SSA) date for historical, and the SSA 

Trustees’ Annual Report for forecasted expectation. This information is used to develop preliminary 

mortality improvement, which is then smoothed. 

Craig Chupp (VA) noted that COVID-19 is no longer considered a pandemic, and it contains a low death 

rate. However, many believe it may be around longer than originally expected. He questioned how this 

should be reflected - will it be like a severe flu? 

This was answered by looking at the preliminary 2020 pre-smoothing results, shown on page 82 of the 

LATF 3 Meetings Packet). Marianne noted that there is not a lot of data to fully understand the impact of 

COVID. However, reflecting a shock in 2020 does not seem in line with goals for the mortality 

improvement scale updates. The Joint Committee is recommending applying the historical methodology 

of 2020 consistent with past scale updates (i.e., no specific shock impact). Note that the 10-year 

historical average used for the 2022 scale update will include a “smoothed” impact of the shock as part 

of the usual methodology. 

Going forward, the Joint Committee will be looking at whether COVID impacts the insured population 

differently than the general population, any potential impact from the socioeconomic decile study being 

performed by the SOA, and the consideration of potential future changes to the methodology (discussed 

previously with LATF). In addition, they will be looking at the impact of COVID behavior, such as putting 

https://content.naic.org/sortable_agenda/summer_agenda.htm


 
 
  
 

Summer 2020 National Meeting 

 
 

Meeting materials can be found at:  10 
https://content.naic.org/sortable_agenda/summer_agenda.htm 

off early diagnosis, exercising better hygienic habits (e.g., social distancing), higher utilization of annual 

flu shots and other vaccines, and the timing and effectiveness of a COVID-19 vaccine. 

One member of LATF raised concerns about the accuracy of COVID data and if adjustments are made to 

take out those deaths. Joint Committee is considering this, but has not yet determined a way to 

successfully adjust the data for a COVID shock. 

It was also suggested that the level of uncertainty should result in more margin. Marianne agreed that 

the amount of uncertainty would point to a more conservative scale update. However, they need to look 

at the events to see whether it is a trend or a blip. The former would suggest a change in the trend 

update; the latter would suggest not making a change and waiting to see if it become a trend going 

forward. Steve Ostlund (AL) argued that the trend is meant to get the mortality to 2020, and he believes 

that mortality will be higher in 2020. This led to a discussion about whether it is better to reflect 

uncertainty by having actuaries add margin to the table after it is adjusted for mortality improvement 

(which is prudent estimate), rather than adding margin to the mortality improvement assumption. This 

assumes the uncertainty will be resolved and reflected in the 2021 or 2022 mortality improvement-

adjusted table. 

LATF exposed the Joint Committee recommendation for 21 days. 

13. PBR Governance 

Donna Claire (chair of the Academy PBR Governance Work Group) discussed the Academy Life Practice 

Council (LPC) involvement in PBR (page 92 of the LATF 3 Meetings Packet). This includes updates to the 

PBR resource page on the Academy website, which contains a PBR toolkit and links to documents and 

applicable materials. The links include a model governance checklist, PBR practice notes (including a 

model governance practice note), US qualification standards, and the Life PBR ASOP. She noted that the 

ASOP also applies to regulators that review PBR work. The link also can take the user to the NAIC 

webpage to get the latest Valuation Manual. 

In addition, Donna noted a newly formed Academy Asset Adequacy Testing Task Force, which will be 

gathering information via survey to appointed actuaries on the impact of COVID-19 on 2020 asset 

adequacy analysis. She also noted that the Academy’s VA Reserve and Capital WG released a VM-21 

checklist, which details information on the recent changes to VM-21 and C-3 Phase II. 

A practice note on PBR projections was released in December and is available on the Academy website. 

An update to the VM-20 practice note was also released in April. A one-page PBR Checklist of things to 

consider, developed by the Academy PBR Checklist Task Force, is also available. Donna also mentioned 

the practice note titled Common Practices of Examining Actuaries Involved in Statutory Financial 

Solvency Examinations of Life and Health Insurers. 

Donna noted that a virtual Boot Camp will be held September 14-17. Life topics will be covered the first 

2 days, VA topics will be covered the 3rd day, and preparing reports for audits and regulatory update will 

be covered the 4th day. The speakers will include regulators, NAIC staff, and leaders from Academy 

groups. This will be helpful to people doing PBR for the first time and for people who have done PBR and 

need a refresher. 
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She also mentioned a PBR Analysis Template, which is being developed by another Academy group. The 

goal is to complete this by the end of 2020. 

Donna then asked if there are other things the Academy can do to assist with PBR. 

LATF took no action. 

14. Academy Update on Professionalism 

Godfrey Perrott (Actuarial Board for Counseling and Discipline - ABCD), Kathy Riley (chair, Actuarial 

Standards Board - ASB), and Shawna Ackerman (Immediate Past President of the Academy) participated 

in this discussion. 

Shawna mentioned that the Academy will have a webinar on professionalism issues involving COVID-19 

on August 20, and that regulators can attend free of charge. She also mentioned the Academy Annual 

Meeting, the virtual Life/Health Qualification Seminar, and Academy COVID-19 resources, all of which 

can be accessed on the Academy website. 

Kathy noted ASB action on the following standards that impact life: 

• A 2nd exposure for ASOP No. 2, Nonguaranteed Charges or Benefits for Life Insurance Policies 

and Annuity Contracts, with comments due on November 13. 

• Comments from the first exposure for ASOP No. 11, Reinsurance Financial Reporting are being 

reviewed. 

• A 2nd exposure of ASOP No. 22, Statements of Opinion Based on Asset Adequacy Analysis by 

Actuaries for Life or Health Insurers, with comments due November 13. 

• ASOP No. 56, Modeling was approved and becomes effective for work performed on or after 

October 1, 2020. 

• Comments from the 2nd exposure of a new ASOP for Assumptions are being reviewed. A 3rd 

exposure is expected. 

• A review of ASOP No. 38, Catastrophes is underway. One issue is whether this ASOP should 

apply to all areas of practice. This review was previously put on hold while the ASOP on 

Modeling was being developed. The ASOP 38 Task Force has been reconvened, and they are 

reviewing the ASOP in light of the guidance in ASOP 56. 

Kathy also noted that there is a new template for submitting comments that is available on the ASB 

website. 

Godfrey noted that complaints received by the ABCD since the Fall NAIC National Meeting primarily 

involved the pension practice area, and none of them involved life practice. The ABCD did receive 72 

Requests for Guidance (RFGs) during that period, and one involved the life practice area. That RFG 

involved an actuary being directed to sign off on a liability without proper disclosures. ABCD helped the 

actuary work through the issue. One question the ABCD received involved the application of Precept 1 

of the Code to Professional Conduct – is it limited to actuarial work? The response is that it applies to all 

activities. (e.g., there have been violations to Precept 1 due to things such as sexual harassment, trading 

in pornography, and making inappropriate comments in public or semi-public forums). The answer to 

this question can also be found in Precept 13. Actuaries have the duty to report apparent and material 
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violations of the Code. Another question involved activities before someone becomes an actuary. The 

ABCD responded that activities generally do not fall under the scope of Precept 1. 

John Robinson (MN) asked about an incident with an ASA, which was acknowledged by the SOA 

president, that occurred shortly after George Floyd’s death. John asked whether the ABCD was aware of 

this and whether there is anything the ABCD can share about this. Godfrey answered that confidentiality 

dictates until and/or unless an actuarial organization acts on public discipline. 

LATF took no action. 

15. Other Matters 

None. 
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Life RBC WG – July 30, 2020 

1. Longevity Risk Subgroup 

The Subgroup learned that any recommended changes to RBC requires the need to do an impact study. 

Unfortunately, such a study on longevity risk requires reported lines that weren’t automatically available 

in the Life RBC submissions. As a result, the LRBCWG implemented a change to the RBC formula that 

contains RBC factors of 0, along with the requirement to report the required line items in the RBC 

submission. This will facilitate a study in 2021, and hopefully will result in finalized longevity RBC factors 

for year-end 2021. A study will also inform a recommendation on correlation factor between mortality 

and longevity risk. The LRBCWG is also looking at the RBC treatment of longevity reinsurance 

transactions where reserves are initially set at 0 (applying a factor to a 0 reserve gets you a 0 RBC). They 

are encountering difficulty with getting information in a public format, since there are very few of these 

transactions and concerns with the confidentiality of making this information public. 

The Working Group adopted the requirements on a June 30 conference call, but the Working Group had 

to adopt the minutes of that call, so that the proposal can go to the parent committees for adoption. 

The Working Group adopted the longevity requirements for 2020. 

2. The WG adopted RBC mortgage reporting guidance for construction loans, origination and valuation 

dates, property values, 90 day past due, and contemporaneous property values. 

3. The WG adopted the Life RBC Newsletter. 
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