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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 Feb. 9, 2026. The following Subgroup members participated: Seong-min Eom, Chair (NJ); Tomasz Serbinowski, Vice-Chair (UT); Lei Rao-Knight (CT); Mike Yanacheak (IA); Ben Slutsker (MN); William B. Carmello (NY); Peter Weber (OH); and Rachel Hemphill (TX).

1. Adopted its Minutes

Slutsker made a motion, seconded by Weber, to adopt the Subgroup’s Nov. 19, 2025, and Oct. 9, 2025, minutes (see NAIC Proceedings – Fall 2025, Life Actuarial (A) Task Force, Attachments Eleven and Twelve). The motion passed unanimously.

2. Discussed Proposals of Changes to LR025-A for Longevity-Reinsurance 2026

Eom introduced comments received on approaches to address C-2 longevity risk for longevity reinsurance transaction (LRT) contracts (Attachment XX). Eom reminded the Subgroup that under Valuation Manual (VM)-22, Requirements for Principal-Based Reserves for Non-Variable Annuities, the reserves starting in 2026 are the present value of liabilities less the present value of future premiums and fees, floored at 2% of the immediate 12 months benefits. She noted that this reserve floor was adopted because, otherwise, the reserve would be negative or floored at a zero for a long time. She said the goal of the proposal for year-end 2026 is to implement a more appropriate structure for C-2 longevity risk for LRT, considering 1) there is no current C-2 capital for LRT business, and 2) reserves are set in VM-22 principal-based reserves (PBR) for the first time, effective for 2026.

Linda Lankowski (American Academy of Actuaries—Academy) stated that the Academy prefers principal-based approaches as proposed by the Academy and the American Council of Life Insurers (ACLI) rather than the simpler approach proposed by New Jersey. She said the bracketed amounts for the shocks to the mortality trend and mortality level in the Academy proposal would be appropriate until there is a reason to change them. These shocks were originally developed by an Academy group from 2017 to 2020 for pension-risk transfer, single premium, group annuity, and style transactions. She said the Academy group has not recently updated or performed new modeling to assess if the exact same numbers would be proposed today. She said that, given the implementation timeline, the long-term goal would be to revisit these shocks to assess whether a change is appropriate.

Brian Bayerle (ACLI) said the ACLI recommends its proposal. The ACLI approach uses the existing C-2b break points and factors and applies those to the floating part of the cash flows associated with LRT. The floating part of the cash flows is what would be used for the statement value in LR025-A. He said applying the existing breakpoints to the present value of benefits is appropriate because the existing C-2 factors were developed for that purpose. He said that, to the extent fixed cash flows were not already reflected elsewhere in the reserve framework, that would be a credit to the company to offset that charge. He said the ACLI supports a principle-based approach for a long-term solution. However, the ACLI is open to the New Jersey approach as a short-term solution if the existing C-2 breakpoints are used. He said that, regardless of which approach, sticking to the current break points for now makes sense, and working toward updating them as indicated by additional analysis.

Eom said that both the Academy’s and the ACLI’s approaches measure long-term longevity risk. She noted that the New Jersey proposal implicitly addresses long-term longevity risk. Under the New Jersey proposal, companies will receive credits for future fees from using the immediate 12-month benefits multiplied by the C-2 factor. The approach implicitly assumes that future fees will substantially cover the long-term longevity risk. She said that for the New Jersey proposal, the longer-term project would require analysis to determine if new factors and breakpoints are appropriate.

Lankowski said that the break points proposed by New Jersey were not calibrated to the next 12 months' benefits amount. The Academy was unable to comment on the appropriateness of those breakpoints. She said further analysis would be needed to understand the appropriateness. She suggested the Subgroup consider delaying implementation rather than rushing into a non-principle-based approach, given that the analysis needed to assess appropriateness is not feasible within the 2026 implementation timeline.

Serbinowski said he was concerned that the New Jersey proposal would result in risk-based capital (RBC) charges that are too low when experience is worse than anticipated and too high when experience is better than anticipated. He said the New Jersey approach does not adequately accommodate the future premiums of the fixed leg of the arrangements. The proposal reflects the expected benefits based on the current expectations. If experience is worse than expected, the company may need to maintain significant reserves, and RBC will need to apply appropriate shocks to the expected longevity/mortality trend.

Eom said that because of the heavy reliance on future fees, even if adverse, the C-2 capital would be zero, since future fees are considered to have no assets. Eom also noted that the fees are not defined by the product design, but rather are developed and structured in accordance with the two parties’ agreement. She said if the capital amount is based on the ACLI or Academy proposals, which rely heavily upon the future fee schedule, then companies could have an incentive to design the fee schedule to keep the capital at zero.
 
Rao-Knight noted that there is currently no C-2 charge for these longevity reinsurance products. VM-22 was adopted and is a principle-based approach for reserves. RBC should be consistent with that approach to reflect a more refined modeling approach in the RBC C-2 framework. She said refining the factors and mortality shocks will require work, and the New Jersey approach at least reflects that some longevity risk of this product would be an improvement over the current requirements.
 
Serbinowski said he had concerns about using the current C-2 factors for the New Jersey approach because they were developed to apply to the present value of benefits, not the 12 months of benefits indicated in the New Jersey proposal. He said it may be inappropriate to apply the current C-2 to a metric other than the present value of benefits.

Kory Olsen (Pacific Life Insurance Company) said the company is providing feedback as a participant in this market. He said previous RBC work incorporated both short- and long-term mortality stresses. Olsen said LRT has a guaranteed stream of future premiums, unlike other longevity products. He stated that Pacific Life supports the ACLI proposal because it leverages the existing RBC factors in a manner consistent with their development and reflects future guaranteed premiums.

Eom presented a comparison of the three proposals and noted her concerns with components of the proposals (Attachment XX). Eom said she is concerned that the Academy and ACLI proposals could result in zero capital for many years. Under the ACLI proposal, zero capital could result because, under LRT, the two parties agree on expenses and fees, which could incentivize adjustments to keep capital low. The Academy proposal could have a similar zero capital result because, in the total asset return calculation, the statutory reserve amount is deducted and floored at zero. 

Eom said the graph in the proposal comparison demonstrates the impact of future fees on the capital amount. She said that the longevity reinsurance contracts in the data supporting the chart are a mix of different durations. The blue line represents the PBR reserve amount without the floor to show the impact the present value of future fees has in making the reserve negative. The yellow line represents a PBR reserve floored by 2% of the immediate 12-months benefit amount. 

Hemphill suggested the Subgroup consider a flooring mechanism to address concerns stemming from subtracting the statutory reserves in the Academy proposal. She stated that C-3 Phase II has a flooring mechanism. She said using consistent flooring of the total asset requirement with the reserves could address these concerns for C-2. Eom and Slutsker agreed that this approach may address concerns with the Academy proposal. Slutsker said he would also like to see a principle-based approach. Lankowski stated the Academy could revisit the approach and work with Hemphill to address this.

Eom requested a straw poll to narrow the proposal options that the Subgroup preferred to advance. Members voted among the following options: 1) the Academy proposal, 2) the Academy proposal modified with Texas’s suggestion to add a flooring mechanism, 3) the ACLI proposal, and 4) the New Jersey proposal for use in the short-term, with the long-term solution to further develop the Academy’s principle-based proposal. Utah preferred option 1. Texas, Minnesota, Ohio, and Iowa preferred option 2. Connecticut and New York preferred option 4. Further Subgroup discussions resulted in Rao-Knight and Carmello stating they also supported moving forward with option 2. Utah abstained from the second round of discussion pending further development of option 2. The Subgroup asked the Academy to work with Hemphill to refine option 2 for a chair exposure prior to the Spring National Meeting. The Academy and Hemphill agreed to collaborate to incorporate a flooring mechanism. 

Eom asked NAIC committee support about the next steps to get the recommendation to the Life Risk-Based Capital (E) Working Group. Amy Fitzpatrick (NAIC) said NAIC committee support will send the updated Academy recommendation in an RBC proposal form and a draft recommendation letter as a chair exposure.

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