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[bookmark: OLE_LINK6]The Longevity Risk (E/A) Subgroup of the Life Risk-Based Capital (E) Working Group and Life Actuarial (A) Task Force met April 9, 2026. The following Subgroup members participated: Seong-min Eom, Chair (NJ); Tomasz Serbinowski, Vice Chair (UT); Lei Rao-Knight (CT); William B. Carmello (NY); Peter Weber (OH); and Rachel Hemphill (TX).

1. Adopted its Feb. 9, 2026, Minutes

The Subgroup met Feb. 9, 2026, and took the following action: 1) adopted its Nov. 19, 2025, and Oct. 9, 2025, minutes; and 2) discussed proposed changes to LR025-A for longevity reinsurance.

Weber made a motion, seconded by Serbinowski, to adopt the Subgroup’s Feb. 9, 2026, minutes (see NAIC Proceedings – Spring 2026, Life Actuarial (A) Task Force, Attachment Seven). The motion passed unanimously.

2. Discussed the Academy’s Longevity Risk Transfer Proposal

Alex Levine (American Academy of Actuaries—Academy) briefly walked through the Academy's proposal for a longevity risk transfer C2 risk-based capital charge. He said the proposal is more of a principle-based approach, aiming to project both premiums and fees, as well as benefits and expenses, to capture all cash flows for longevity reinsurance.

Levine discussed each step in the proposal, which included the updated language for the total asset requirement (TAR) floors. He stated that the Academy does not endorse TAR floors; however, they were included in the proposal at the Subgroup’s request. Levine said that the first step of the Academy’s proposal is to project cash inflows from premiums and reinsurance fees. The next step is to project benefits and expenses under three different scenarios that cover the baseline mortality level and shocks. The third step is to calculate three TAR amounts. The updated language was used to set a floor for each TAR amount. The floor is set at 2% of the scheduled longevity benefits over the next 12 months. 

Levine noted that the discount rate that is used depends on whether the liabilities use a principle-based reserving (PBR) or a pre-PBR approach. He said the intent is not to use anything punitive in terms of discounting because the focus is on the longevity risk. 

Levine stated that the C-2 charge is an aggregation of TARs with the formula shown in step four. He pointed out that the C-2 charge is floored at zero for regulatory purposes.

3. Discussed Comments Received on C-2 Longevity Risk for Longevity Reinsurance

Brian Bayerle (American Council of Life Insurers—ACLI) spoke to the Academy’s comment letter. He said that the ACLI would be comfortable with the Subgroup proceeding with the Academy’s proposal but recommended a deferred implementation of any C-2 charge until 2027. He said that the updates to the blanks could be implemented without any update to the C-2 factors, with a commitment to perform the additional analysis and development before the 2027 implementation of the C-2 charge. He said that the ACLI wants to ensure that the mortality level contemplated within the development of the C-2 charge is appropriate and justified. The charge should reflect any risk that is not captured within the existing statutory framework.

Eom asked Bayerle to clarify whether the ACLI proposed making a structural change to the blanks and performing an additional study for the life risk-based capital (RBC) instructions or adopting the Academy’s proposal as is, with a possibility of changing the instructions in the future based on the study to be conducted. Bayerle said that the ACLI is comfortable with the structure being implemented, but would want a commitment to have the additional analysis performed for the Academy’s proposal.

Hemphill said she agreed to make the structural changes, with the additional work to be performed later.

4. Adopted Proposed Changes to LR025-A for Longevity Reinsurance for 2026

Eom proposed that the Subgroup decide whether the TAR floor should be included in the life RBC instructions and asked Levine for comments that could help the Subgroup make a decision. Levine stated that the Academy’s original proposal, which did not include the floor, would work as intended. He said that flooring could result in unintended outcomes; therefore, the Academy did not endorse the floor.

Hemphill said that she agreed with Levine that flooring generally makes the result less conservative. She said that the focus should be placed on the specific stress and how it is applied. She also suggested running a single composite rather than the three shown in the Academy’s proposal. 

Carmello asked Hemphill whether she meant to apply the stress factor to both the mortality level and the mortality improvement simultaneously, or just apply a larger factor to the mortality. Hemphill said that an improvement stress factor is needed, and the question is whether one run can accommodate both. Carmello said that he agreed.

Carmello then asked whether the TAR of zero in the formula is the same as the reserve. Levine stated that a TAR of zero is the unfloored reserve. Carmello then asked why the C-2 charge cannot be derived by subtracting the reserve from a TAR amount. Hemphill responded that the C-2 charge can be derived that way if there is only one run that reflects stresses to both the mortality and mortality improvement. Levine said that a TAR of zero is needed to understand the starting profitability of the block. Carmello asked why the RBC amount cannot be the excess over a TAR of zero, as opposed to subtracting the reserve as shown in the formula. Levine said subtracting the reserve would result in a credit, since the amount is held in the reserve. Carmello said that he did not agree with this concept. He suggested not taking out the conservatism in the reserve when calculating the RBC factor.

Serbinowski discussed a situation where a TAR of zero, a TAR of one, and a TAR of two are all negative, and the floor may be unwanted. He said that in this situation, a TAR of one minus a TAR of zero would be positive, and a TAR of two minus a TAR of zero would also be positive. Based on the Academy’s proposal, there is no need to hold additional capital because the negative unfloored reserve plus the positive capital is still less than the statutory reserve, which serves as a floor.

Hemphill asked Serbinowski to clarify whether he meant that the calculated C-2 charge would be zero because the sum of all shocks would still be below the statutory reserve. Serbinowski said that he questioned the requirement for additional capital on top of a higher floored reserve amount that is more than required. Hemphill suggested a TAR of one that has the same floor as the statutory reserve and includes stress on both the mortality level and mortality improvement. She said that it will be fine if it results in a zero capital charge and that it is consistent with C-3 phase two. Serbinowski said that if there is one stress, the formula in the proposal will be reduced to the greater of a TAR of one minus the statutory reserve and zero.

Eom said that if the Subgroup decides to conduct further analysis to develop the instructions, all of the approaches can be analyzed before a decision is made.

The Subgroup then discussed the proposed changes to the life RBC blanks (Attachment XX). Eom briefly discussed the structural changes and said that companies can enter zero for the capital requirement in line seven for 2026. 

Maggie Chang (NAIC) asked whether companies are expected to provide the statutory reserve in line six, which has no impact on the RBC. Hemphill said that she had the same question and asked why line six is needed. Carmello suggested removing it, which, in turn, would make what is currently shown in line seven become line six, and what is currently shown in line eight become line seven.

Bayerle suggested editing the instructions to ask companies to enter zero for the statutory reserve in line six for 2026 and mentioning that the instructions would be updated when the additional work on factors is completed. The Subgroup agreed to remove line six and edit the instructions to ask companies to enter zero for the capital requirement for 2026 in line seven, and remove the irrelevant language in the instructions for LR025-A.

Hemphill made a motion, seconded by Serbinowski, to adopt the structural and instructional changes to LR025-A. The motion passed unanimously.

5. Discussed Other Matters

Hemphill said that for further study, she hopes the Academy can look into a single TAR of one that would reflect the stress on both the mortality level and the trend. She stated that she hopes the Academy will specify a trend level for a TAR of one rather than having a fixed differential to the baseline for the trend stress.

Carmello said that he likes the idea of subtracting the reserve and having the same floor for the RBC.

Eom suggested the Subgroup consider asking the Academy to bring a plan for further study that will reflect current suggestions so that regulators can make further suggestions. Hemphill asked Eom to confirm whether she meant to ask the Academy to outline a plan for a study based on input from the Subgroup. Eom said she hopes the scope and details of the work can be agreed upon so that time is not wasted. Hemphill agreed.

Serbinowski suggested being more specific about regulators’ preferences. He stated that if regulators have a strong desire for one stress, it should be clearly communicated. He also asked whether the Academy could provide any guidance on whether the same stress can be applied to mortality in a different country. Hemphill said that she agreed that the stress could vary by country. Eom said she wants more communication while the Academy performs the study.  She asked Levine whether the Academy could provide any proposals for the study. Levine said the Academy could put together some items for consideration, including what the study would look like.

Eom said the Subgroup needs to schedule its next meeting to review the Academy’s proposal and asked how much time the Academy would need. Levine said that the Academy would need a couple of weeks to a month to think its proposal through. Eom asked whether it is reasonable for the Subgroup to plan to meet in May. Levine said that the week of May 11 would work. Eom said a poll would be distributed to schedule the Subgroup’s next meeting, where it will discuss next steps. 

Having no further business, the Longevity Risk (E/A) Subgroup adjourned.
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