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The Health Risk-Based Capital (E) Working Group of the Capital Adequacy (E) Task Force met Oct. 29, 2020. The following 
Working Group members participated: Steve Drutz, Chair (WA); Steve Ostlund (AL); Andrew Greenhalgh (CT); Carolyn 
Morgan (FL); Chut Tee (KS); Rhonda Ahrens and Michael Muldoon (NE); Kelsey Barlow (NV); Tom Dudek (NY); Kimberly 
Rankin (PA); and Mike Arendall, Aaron Hodges and Mike Boerner (TX).  
 
1. Adopted its Sept. 11 Minutes 
 
The Working Group met Sept. 11 and took the following action: 1) discussed its Aug. 31 regulator-to-regulator meeting; 2) 
received comments and referred a letter to the American Academy of Actuaries (Academy) for investment income in 
underwriting risk; 3) discussed the two- and five-year proposed bond factors for the 2020 impact analysis; 4) adopted updates 
to the 2020 working agenda; and 5) exposed proposal 2020-07-H, which splits bonds and miscellaneous assets onto separate 
pages.  
 
Mr. Ostlund made a motion, seconded by Mr. Dudek, to adopt the Working Group’s Sept. 11 minutes (Attachment Two-A). 
The motion passed unanimously. 

 
2. Referred Health Care Receivable Guidance to the Blanks (E) Working Group 
 
Mr. Drutz said the purpose of the Health Care Receivable Guidance is to provide more consistent reporting of the health care 
receivable data, most specifically in Exhibit 3A, and refer it to the Blanks (E) Working Group for consideration as guidance to 
be used in 2020 reporting. He said that the Academy uses data in Exhibit 3, Exhibit 3A, and the Underwriting and Investment 
Part 2B to update the risk-based capital (RBC) health care receivable factors. The proposed guidance and examples were 
developed in conjunction with the Academy, the Working Group, and NAIC staff support of the Blanks (E) Working Group 
and Statutory Accounting Principles (E) Working Group.  

 
Mr. Drutz noted that during the initial exposure, some questions were raised. As a result, additional modifications were made, 
and the guidance was re-exposed for a 10-day public comment period. No comments were received.  
 
Mr. Boerner made a motion, seconded by Ms. Barlow, to refer the Health Care Receivable Guidance to the Blanks (E) Working 
Group for consideration in 2020 reporting (Attachment Two-B). The motion passed unanimously. 
 
3. Adopted Proposal 2020-07-H 
 
Mr. Drutz said that the Working Group exposed proposal 2020-07-H for a 30-day comment period ending Oct. 12, and no 
comments were received.  He said that the purpose of the proposal is to break bonds and miscellaneous assets into separate 
pages within the health RBC blank. Bonds would be reported on page XR007, and miscellaneous assets would be reported on 
page XR008. All subsequent pages would be renumbered accordingly. 
 
Mr. Muldoon made a motion, seconded by Mr. Dudek, to adopt proposal 2020-07-H (Attachment Two-C). The motion passed 
unanimously. 

 
4. Received an Update from the Academy on Investment Income in the Underwriting Risk Component 
 
Mr. Drutz said the Working Group requested the Academy’s assistance in incorporating investment income in the underwriting 
risk component of the health RBC formula. Derek Skoog (Academy) said that the Academy has begun working on the request 
and noted that the analysis is complicated. However, he said the Academy plans to have an update to the Working Group in 
December.  
 
5. Received an Update on the Excessive Growth Charge Ad Hoc Group  
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Mr. Drutz said that the Excessive Growth Charge Ad Hoc Group has met several times since August. He said the ad hoc group 
has identified areas and data points that will be used in its analysis of the charge based on the request made to the Working 
Group from the Operational Risk (E) Subgroup. Mr. Drutz said the ad hoc group’s next meeting is scheduled for Nov. 20, and 
it will discuss how to use the data, as well as identify which ratios and trends should be analyzed. He said the ad hoc group is 
continuing to move forward on its goals with this project. 

 
6. Received an Update on the Health Test Ad Hoc Group  

 
Mr. Drutz said the Health Test Ad hoc Group last met Sept. 1. He said since that time, the Blanks (E) Working Group has 
looked into developing a potential proposal that could affect the work the ad hoc group plans to perform. Mr. Drutz said that 
to avoid duplication, the ad hoc group will take a pause in meeting until the Blanks (E) Working Group has determined how to 
move forward with the potential changes.  

 
Having no further business, the Health Risk-Based Capital (E) Working Group adjourned. 
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