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Health Actuarial (B) Task Force  
Virtual Meeting (in lieu of meeting at the 2022 Spring National Meeting) 

March 29, 2022 
 
The Health Actuarial (B) Task Force met March 29, 2022. The following Task Force members participated: Andrew 
N. Mais, Chair, represented by Paul Lombardo (CT); Russel Toal, Vice Chair, and Julie Weinberg (NM); Jim L. Ridling 
represented by Jennifer Li (AL); Ricardo Lara represented by Lan Brown (CA); Michael Conway represented by Eric 
Unger (CO); Doug Ommen represented by Klete Geren (IA); Dean L. Cameron represented by Weston Trexler (ID); 
Amy L. Beard represented by Stephen Chamblee (IN); Vicki Schmidt represented by Nicole Boyd (KS); Kathleen A. 
Birrane represented by Jeff Ji (MD); Eric A. Cioppa represented by Marti Hooper (ME); Anita G. Fox represented 
by Kevin Dyke (MI); Grace Arnold represented by Julia Lyng and Fred Andersen (MN); Chlora Lindley-Myers 
represented by William Leung (MO); Eric Dunning represented by Michael Muldoon (NE); Marlene Caride 
represented by Seong-min Eom (NJ); Judith L. French represented by Laura Miller (OH); Glen Mulready 
represented by Andrew Schallhorn (OK); Michael Humphreys represented by Jim Laverty (PA); Raymond G. Farmer 
represented by Andrew Dvorine (SC); Cassie Brown represented by Aaron Hodges (TX); and Mike Kreidler 
represented by Lichiou Lee (WA).  
 
1. Adopted its March 2 and Feb. 1 Minutes 
 
The Task Force met March 2 and Feb. 1. During these meetings, the Task Force took the following action:  
1) adopted a proposal to revise the instructions for the health Statement of Actuarial Opinion (SAO); and  
2) discussed a proposal to revise the instructions for the health SAO.  
 
Mr. Toal made a motion, seconded by Mr. Leung, to adopt the Task Force’s March 2 (Attachment One) and Feb. 1 
(Attachment Two) minutes. The motion passed unanimously. 
 
2. Adopted the Report of the Long-Term Care Actuarial (B) Working Group, Including its March 9 Minutes 
 
Mr. Lombardo said the Working Group met March 9 to discuss the American Academy of Actuaries (Academy) 
and Society of Actuaries (SOA) Research Institute’s final Long-Term Care Insurance Mortality and Lapse Study.  
 
Mr. Schallhorn made a motion, seconded by Mr. Unger, to adopt the report of the Long-Term Care Actuarial (B) 
Working Group (Attachment Three). The motion passed unanimously. 

 
3. Heard an Update from the CCIIO on URRT Submissions via SERFF 
 
Megan Mason (federal Center for Consumer Information and Insurance Oversight—CCIIO) and Brandy Woltkamp 
(NAIC) gave an update on Uniform Rate Review Template (URRT) submissions via the System for Electronic Rates 
& Forms Filing (SERFF). 
 
Ms. Woltkamp said in the first quarter of 2022, the SERFF team undertook a process change for effective rate 
review states. All URRT and supporting documents for rate changes for qualified health plans (QHPs) and non-
QHPs in a single risk pool will now be submitted within SERFF. She said new web services were created to validate 
the URRT and to submit those documents to the federal Centers for Medicare & Medicaid Services (CMS) at the 
same time the documents are submitted to the state within a SERFF filing. She said the web services will be 
updated if the items are updated post submission as well. Ms. Woltkamp said the final piece of the new web 
services is the ability for the states to submit their determination within SERFF. She said the creation of the new 
web services removes duplicate work for issuers and states by submitting documentation in SERFF and the Health 
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Insurance Oversight System (HIOS) URRT module. She said If there are questions regarding the rate review 
process, please contact ratereview@cms.hhs.gov, and if there are questions regarding the new SERFF process, 
please contact serffhelp@naic.org. 
 
4. Heard an Update on SOA Research 
 
Dale Hall (SOA) gave an update on SOA research activities (Attachment Four). 

 
5. Heard an Update from the Academy Health Practice Council 
 
Barbara Klever (Blue Cross Blue Shield Association—BCBSA) gave an update on Academy Health Practice Council 
activities (Attachment Five). 

 
6. Discussed a Referral Letter from the Health Risk-Based Capital (E) Working Group 
 
Mr. Lombardo introduced a referral letter (Attachment Six) from the Health Risk-Based Capital (E) Group asking 
the Task Force to consider adding a sentence to Actuarial Guideline LI—The Application of Asset Adequacy Testing 
to Long-Term Care Insurance Reserves (AG 51) that would indicate that regardless of the blank an insurer files, 
asset adequacy testing is required if the criteria for mandatory AG 51 filing are met. 
 
Mr. Andersen said the Long-Term Care Valuation (B) Subgroup will consider and discuss the referral during its next 
meeting. 
 
Having no further business, the Health Actuarial (B) Task Force adjourned. 
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Draft: 3/10/22 
 

Health Actuarial (B) Task Force 
Virtual Meeting 
March 2, 2022 

 
The Health Actuarial (B) Task Force met March 2, 2022. The following Task Force members participated: Andrew 
N. Mais, Chair, represented by Paul Lombardo (CT); Russel Toal, Vice Chair, represented by Julie Weinberg (NM); 
Jim L. Ridling represented by Jennifer Li (AL); Ricardo Lara represented by Lan Brown (CA); Michael Conway 
represented by Eric Unger (CO); Doug Ommen represented by Klete Geren (IA); Amy L. Beard represented by 
Stephen Chamblee (IN); Vicki Schmidt represented by Nicole Boyd (KS); Kathleen A. Birrane represented by Jeff Ji 
(MD); Eric A. Cioppa represented by Marti Hooper (ME); Anita G. Fox represented by Kevin Dyke (MI); Grace Arnold 
represented by Julia Lyng (MN); Chlora Lindley-Myers represented by William Leung (MO); Eric Dunning 
represented by Michael Muldoon (NE); Marlene Caride represented by Seong-min Eom (NJ); Glen Mulready 
represented by Andrew Schallhorn (OK); Cassie Brown represented by Aaron Hodges (TX); Mike Kreidler 
represented by Lichiou Lee (WA); and Allan L. McVey represented by Joylynn Fix (WV). 
 
1. Adopted its Proposal to Revise Instructions for the Health Annual Statement SAO 
 
Mr. Lombardo presented the Task Force’s proposal as exposed for public comment (Attachment One-A) to revise 
the language in Section 4, Section 5, Section 7, and Section 9 of the instructions for the health Statement of 
Actuarial Opinion (SAO) and comments received from the New York State Department of Financial Services 
(Attachment One-B), the Pennsylvania Insurance Department (Attachment One-C), the Washington State Office 
of the Insurance Commissioner (Attachment One-D), and UnitedHealth Group (UHG) (Attachment One-E). 
 
The Task Force agreed to not delete “under the terms of its contracts and agreements” from Section 7E as 
suggested by comments from the Washington State Office of the Insurance Commissioner. 
 
Mr. Dyke made a motion, seconded by Mr. Leung, to adopt the proposal as revised during the meeting. The motion 
passed unanimously. Mr. Lombardo said the proposal will be forwarded to the Blanks (E) Working Group for its 
consideration. 
 
Having no further business, the Health Actuarial (B) Task Force adjourned. 
 
Member Meetings\2022 NAIC Meetings\Spring National Meeting\Committee Meetings\HEALTH INS and MANAGED CARE (B) 
COMMITTEE\Health Actuarial (B) TF\Conference Calls\3-2 HATF\03-02-22 HATF.docx 
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NAIC BLANKS (E) WORKING GROUP 

Blanks Agenda Item Submission Form 

DATE:March 2, 2022 
CONTACT PERSON:  Eric King 

TELEPHONE:  816-708-7982  

EMAIL ADDRESS: eking@naic.org 

ON BEHALF OF: ASOP 28 Task Force, ASB 

NAME: Annette James, Chair, ASOP 28 Task Force 

TITLE:

AFFILIATION:  

ADDRESS:  

 

FOR NAIC USE ONLY 
Agenda Item # 
Year
Changes to Existing Reporting [  ] 
New Reporting Requirement [  ]  

REVIEWED FOR ACCOUNTING 
PRACTICES AND PROCEDURES IMPACT 

No Impact [    ] 
Modifies Required Disclosure [  ] 

DISPOSITION 

[ ] Rejected For Public Comment 
[ ] Referred To Another NAIC Group 
[ ] Received For Public Comment 
[  ] Adopted Date 
[  ] Rejected Date 
[  ] Deferred Date 
[  ] Other (Specify) 

BLANK(S) TO WHICH PROPOSAL APPLIES 

[ X ] ANNUAL STATEMENT [ X ] INSTRUCTIONS [  ] CROSSCHECKS 
[  ] QUARTERLY STATEMENT [  ] BLANK 

[  ] Life, Accident & Health/Fraternal [  ] Separate Accounts [  ] Title 
[  ] Property/Casualty [  ] Protected Cell [  ] Other _____________________ 
[ X ] Health [  ] Health (Life Supplement) 

Anticipated Effective Date: Annual 2022 

IDENTIFICATION OF ITEM(S) TO CHANGE 
See the following page for details of proposed changes. 

REASON, JUSTIFICATION FOR AND/OR BENEFIT OF CHANGE** 

The purpose of this proposal is to revise the language in sections 4, 5, 7 and 9 of the orange blank annual statement instructions 
related to the actuarial opinion to ensure that all items (actuarial assets and liabilities) within the scope of the statement of 
actuarial opinion are treated consistently.  Currently, reserves and liabilities are referenced in sections 4, 5, 7 and 9 of the orange 
blank annual statement instructions.  Since actuarial assets are included in the scope of the actuarial opinion, it is important that 
these instructions provide guidance to appointed actuaries that apply to all actuarial items, assets as well as liabilities, included 
in the scope of the actuarial opinion.  

NAIC STAFF COMMENTS 

Comment on Effective Reporting Date:  

Other Comments: 

 _________________________________________________________________________________________ 
** This section must be completed on all forms. Revised 7/18/2018 
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IDENTIFICATION OF ITEM(S) TO CHANGE 
Instructions to Annual Health Statement Blank, Actuarial Opinion (Actuarial Opinion Instructions): 

Modify section 1A. (Definitions), of the actuarial opinion instructions to add definitions of “actuarial asset” and 
“actuarial liability”. 
Modify section 4 (Identification section), section 5 (Scope section), and section 7 (Opinion section) of the actuarial 
opinion instructions to ensure that the opinion’s prescribed wording clearly indicates that the actuary’s opinion 
covers actuarial assets as well as actuarial liabilities. 

Modify section 9 of the actuarial opinion instructions to ensure that guidance related to the type of opinion rendered 
by an appointed actuary covers both actuarial assets and actuarial liabilities. 
Section 1 

1A. Definitions  

“Insurer” means an entity authorized to write accident and health contracts under the laws of any state and which 
files on the Health Blank.  
“Actuarial Memorandum” means a document or other presentation prepared as a formal means of conveying the 
appointed actuary’s professional conclusions and recommendations, of recording and communicating the methods 
and procedures, of assuring that the parties addressed are aware of the significance of the appointed actuary’s 
opinion or findings and that documents memorandum is further described in Section 1C.  
“Actuarial asset” means an actuarial item presented as an asset in the annual statement and included in the scope of 
the Statement of Actuarial Opinion.  

“Actuarial liability” means an actuarial item presented as a liability in the annual statement and included in the 
scope of the Statement of Actuarial Opinion.   
 
Section 4 

4. The IDENTIFICATION section should specifically indicate the appointed actuary’s relationship to the 
company, qualifications for acting as appointed actuary, date of appointment, and should specify that 
the appointment was made by the Board of Directors, or its equivalent or by a committee of the Board. 
A person who is not a Member of the American Academy of Actuaries but is recognized by the Academy 
as qualified must attach, each year, a copy of the approval letter from the Academy.  

This section should contain only one of the following:  

For a Member of the American Academy of Actuaries who is an employee of the organization, the opening 
paragraph of the opinion should contain all the following sentences if the appointed actuary is using the 
prescribed wording:  

“I, (name and title of actuary), am an employee of (named organization) and a member of the American 
Academy of Actuaries. I was appointed on [date of appointment] in accordance with the requirements of 
the annual statement instructions. I meet the Academy qualification standards for rendering the opinion.”   

For a consultant who is a Member of the American Academy of Actuaries, the opening paragraph of the 
opinion should contain all the following sentences if the appointed actuary is using the prescribed 
wording:  

“I, (name and title of consultant), am associated with the firm of (name of firm). I am a member of the 
American Academy of Actuaries and have been retained by the (name of organization) to render an 
opinion with regard to loss reserves, actuarial liabilities, actuarial assets, and related items. I was 
appointed on [date of appointment] in accordance with the requirements of the annual statement 
instructions. I meet the Academy qualification standards for rendering the opinion.”  

Section 5: 
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5. The SCOPE section should contain only the following statement (including all specified lines even if the

 

value is zero) if the appointed actuary is using the prescribed wording: 

“I have examined the assumptions and methods used in determining loss reserves, actuarial liabilities,  
actuarial assets, and related items listed below, as shown in the annual statement of the organization as 
prepared for filing with state regulatory officials, as of December 31, 20__. 

Section7: 

7. The OPINION section should include only the following statement if the appointed actuary is using the
prescribed wording:

“In my opinion, the amounts carried in the balance sheet on account of the items identified above:  

A. Are in accordance with accepted actuarial standards consistently applied and are fairly stated in
accordance with sound actuarial principles;

B. Are based on actuarial assumptions relevant to contract provisions and appropriate to the purpose for
which the statement was prepared;

C. Meet the requirements of the Insurance Laws and regulations of the state of [state of domicile] and:
(Use of one the following phrases, as appropriate, is considered prescribed wording. Replacing “[list
states]” with an actual list of states in parentheses is also considered prescribed wording.)

the loss reserves and actuarial liabilities are at least as great as the minimum aggregate amounts required
by any state,

or

the loss reserves and actuarial liabilities are at least as great as the minimum aggregate amounts required
by any state with the exception of the following states [list states]. For each listed state a separate statement
of actuarial opinion was submitted to that state that complies with the requirements of that state;

D. Make a good and sufficient provision for all unpaid claims and other actuarial liabilities of the organization
under the terms of its contracts and agreements;

E. Make a reasonable provision for all actuarial assets of the organization under the terms of its contracts and
agreements;

F. On a combined basis, make a reasonable provision for all actuarial assets and actuarial liabilities of the
organization under moderately adverse conditions;

G. Are computed on the basis of assumptions consistent with those used in computing the corresponding items 
in the annual statement of the preceding year-end; and

H. Include appropriate provision for all actuarial items that ought to be established.
Section 9:  

9. If the appointed actuary is able to form an opinion that is not qualified, adverse or inconclusive as those terms 
are defined below, he or she should issue a statement of unqualified opinion. If the opinion is adverse,
qualified or inconclusive, the appointed actuary should issue an adverse, qualified or inconclusive opinion
explicitly stating the reason(s) for such opinion. In all circumstances the category of opinion should be
explicitly identified in the TABLE of KEY INDICATORS section of the Actuarial Opinion.

An adverse opinion is an actuarial opinion in which the appointed actuary determines that the reserves and
actuarial liabilities are not good and sufficient, actuarial assets are not reasonable, or the actuarial assets and
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actuarial liabilities on a combined basis are not reasonable under moderately adverse conditions. (An adverse 
opinion does not meet one or more of items D, E, or F of Section 7.) 

When, in the actuary’s opinion, the reserves, actuarial liabilities, or actuarial assets included in the scope of the 
opinion for a certain item or items are in question because they cannot be reasonably estimated or the actuary 
is unable to render an opinion on those items, the actuary should issue a qualified opinion. Such a qualified 
opinion should state whether the stated reserve amount makes a good and sufficient provision for the actuarial 
liabilities associated with the specified reserves; actuarial assets are reasonable; and combined actuarial assets 
and actuarial liabilities are reasonable under moderately adverse conditions, except for the item or items to 
which the qualification relates. The actuary is not required to issue a qualified opinion if the actuary reasonably 
believes that the item or items in question are not likely to be material. (A qualified opinion does not meet one 
or more of the items A, B, C or H of Section 7.)  

The actuary’s ability to give an opinion is dependent upon data, analyses, assumptions and related information 
that are sufficient to support a conclusion. If the actuary cannot reach a conclusion due to deficiencies or 
limitations in the data, analyses, assumptions or related information, then the actuary should issue an 
inconclusive opinion. An inconclusive opinion shall include a description of the reasons a conclusion could not 
be reached. 
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From: Carmello, William (DFS)
To: King, Eric
Subject: FW: Exposure: Health Blank SAO Instructions Proposal
Date: Wednesday, February 9, 2022 12:15:40 PM
Attachments: image001.png
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image005.png

CAUTION: This email originated from outside of the organization. Do not click links or open
attachments unless you recognize the sender and know the content is safe.

I think we should look for more consistency with the life actuarial opinion.  Life has actuarial assets
(deferred premiums are all I can think of right now) and I can’t recall how they are handled in the
opinion.  I believe the life opinion also uses the phrase “adequate” under moderately adverse
conditions which seems more prudent than “reasonable”.  We don’t want the tail (actuarial assets)
wagging the dog (solvency).

William B. Carmello, Jr., FSA, MAAA
Chief Life Actuary 

New York State Department of Financial Services
One Commerce Plaza, Albany, NY 12257
(518) 474-4135 | william.carmello@dfs.ny.gov

www.dfs.ny.gov

From: Thomas, Lia C <LCThomas@naic.org> 
Sent: Wednesday, February 9, 2022 11:05 AM
Cc: King, Eric <EKing@naic.org>
Subject: Exposure: Health Blank SAO Instructions Proposal

ATTENTION: This email came from an external source. Do not open attachments or click on links from
unknown senders or unexpected emails.

To the Health Actuarial (B) Task Force, Interested Regulators, and Interested Parties:

The updated proposal to modify the Health Blank Statement of Actuarial Opinion
instructions, as discussed on the Task Force’s February 1 call, is being exposed for
comment.

Please submit comments to Eric King by February 24.
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From: Boston, Stephen
To: King, Eric
Cc: Logue, Shannen; Swartz, Lindsi; Laverty, Jim; Lambright, Marc; Dyke, Kevin
Subject: Fw: [External] Exposure: Health Blank SAO Instructions Proposal
Date: Wednesday, February 9, 2022 12:39:48 PM
Attachments: image001.png

image002.png
image003.png
image004.png
image005.png

CAUTION: This email originated from outside of the organization. Do not click links or open
attachments unless you recognize the sender and know the content is safe.

Eric,

I believe there may be a typo of an unintended comma before the words "are not good and
sufficient" in the second paragraph of Section 9.  (Most easily seen when the document is in a
"No Markup" status.)

Please feel free to let me know if you need further clarification regarding the location of this
likely unintended comma.

Steve Boston
Life Actuary
Pennsylvania Insurance Department

From: Thomas, Lia C <LCThomas@naic.org>
Sent: Wednesday, February 9, 2022 11:05 AM
Cc: King, Eric <EKing@naic.org>
Subject: [External] Exposure: Health Blank SAO Instructions Proposal

ATTENTION: This email message is from an external sender. Do not open links or
attachments from unknown sources. To report suspicious email, forward the message as an
attachment to CWOPA_SPAM@pa.gov.
To the Health Actuarial (B) Task Force, Interested Regulators, and Interested Parties:

The updated proposal to modify the Health Blank Statement of Actuarial Opinion
instructions, as discussed on the Task Force’s February 1 call, is being exposed for
comment.

Please submit comments to Eric King by February 24.
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https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fcontent.naic.org%2Fsites%2Fdefault%2Ffiles%2Finline-files%2FHealth%2520Actuarial%2520Opinion%2520Instructions_Blanks%2520Revision_020822.docx&data=04%7C01%7Csboston%40pa.gov%7C91442a3da39b4469872008d9ebe61197%7C418e284101284dd59b6c47fc5a9a1bde%7C0%7C0%7C637800195953665102%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=hEVl9j16LRjTnb3npngQj6UVZDfz9%2F5WRvLxu0Lk5bA%3D&reserved=0
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NAIC BLANKS (E) WORKING GROUP 

Blanks Agenda Item Submission Form 

DATE:February 8, 2022 
CONTACT PERSON:  Eric King 

TELEPHONE:  816-708-7982  

EMAIL ADDRESS: eking@naic.org 

ON BEHALF OF: ASOP 28 Task Force, ASB 

NAME: Annette James, Chair, ASOP 28 Task Force 

TITLE:

AFFILIATION:  

ADDRESS:  

 

FOR NAIC USE ONLY 
Agenda Item # 
Year
Changes to Existing Reporting [  ] 
New Reporting Requirement [  ]  

REVIEWED FOR ACCOUNTING 
PRACTICES AND PROCEDURES IMPACT 

No Impact [    ] 
Modifies Required Disclosure [  ] 

DISPOSITION 

[ ] Rejected For Public Comment 
[ ] Referred To Another NAIC Group 
[ ] Received For Public Comment 
[  ] Adopted Date 
[  ] Rejected Date 
[  ] Deferred Date 
[  ] Other (Specify) 

BLANK(S) TO WHICH PROPOSAL APPLIES 

[ X ] ANNUAL STATEMENT [ X ] INSTRUCTIONS [  ] CROSSCHECKS 
[  ] QUARTERLY STATEMENT [  ] BLANK 

[  ] Life, Accident & Health/Fraternal [  ] Separate Accounts [  ] Title 
[  ] Property/Casualty [  ] Protected Cell [  ] Other _____________________ 
[ X ] Health [  ] Health (Life Supplement) 

Anticipated Effective Date: Annual 2022 

IDENTIFICATION OF ITEM(S) TO CHANGE 
See the following page for details of proposed changes. 

REASON, JUSTIFICATION FOR AND/OR BENEFIT OF CHANGE** 

The purpose of this proposal is to revise the language in sections 4, 5, 7 and 9 of the orange blank annual statement instructions 
related to the actuarial opinion to ensure that all items (actuarial assets and liabilities) within the scope of the statement of 
actuarial opinion are treated consistently.  Currently, reserves and liabilities are referenced in sections 4, 5, 7 and 9 of the orange 
blank annual statement instructions.  Since actuarial assets are included in the scope of the actuarial opinion, it is important that 
these instructions provide guidance to appointed actuaries that apply to all actuarial items, assets as well as liabilities, included 
in the scope of the actuarial opinion.  

NAIC STAFF COMMENTS 

Comment on Effective Reporting Date:  

Other Comments: 

 _________________________________________________________________________________________ 
** This section must be completed on all forms. Revised 7/18/2018 
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IDENTIFICATION OF ITEM(S) TO CHANGE 
Instructions to Annual Health Statement Blank, Actuarial Opinion (Actuarial Opinion Instructions): 

Modify section 1A. (Definitions), of the actuarial opinion instructions to add definitions of “actuarial asset” and 
“actuarial liability”. 
Modify section 4 (Identification section), section 5 (Scope section), and section 7 (Opinion section) of the actuarial 
opinion instructions to ensure that the opinion’s prescribed wording clearly indicates that the actuary’s opinion 
covers actuarial assets as well as actuarial liabilities. 

Modify section 9 of the actuarial opinion instructions to ensure that guidance related to the type of opinion rendered 
by an appointed actuary covers both actuarial assets and actuarial liabilities. 
Section 1 

1A. Definitions  

“Insurer” means an entity authorized to write accident and health contracts under the laws of any state and which 
files on the Health Blank.  
“Actuarial Memorandum” means a document or other presentation prepared as a formal means of conveying the 
appointed actuary’s professional conclusions and recommendations, of recording and communicating the methods 
and procedures, of assuring that the parties addressed are aware of the significance of the appointed actuary’s 
opinion or findings and that documents memorandum is further described in Section 1C.  
“Actuarial asset” means an actuarial item presented as an asset in the annual statement and included in the scope of 
the Statement of Actuarial Opinion.  

“Actuarial liability” means an actuarial item presented as a liability in the annual statement and included in the 
scope of the Statement of Actuarial Opinion.   

Section 4 

4. The IDENTIFICATION section should specifically indicate the appointed actuary’s relationship to the
company, qualifications for acting as appointed actuary, date of appointment, and should specify that
the appointment was made by the Board of Directors, or its equivalent or by a committee of the Board.
A person who is not a Member of the American Academy of Actuaries but is recognized by the Academy
as qualified must attach, each year, a copy of the approval letter from the Academy.

This section should contain only one of the following:

For a Member of the American Academy of Actuaries who is an employee of the organization, the opening
paragraph of the opinion should contain all the following sentences if the appointed actuary is using the
prescribed wording:

“I, (name and title of actuary), am an employee of (named organization) and a member of the American
Academy of Actuaries. I was appointed on [date of appointment] in accordance with the requirements of
the annual statement instructions. I meet the Academy qualification standards for rendering the opinion.”

For a consultant who is a Member of the American Academy of Actuaries, the opening paragraph of the
opinion should contain all the following sentences if the appointed actuary is using the prescribed
wording:

“I, (name and title of consultant), am associated with the firm of (name of firm). I am a member of the
American Academy of Actuaries and have been retained by the (name of organization) to render an
opinion with regard to loss reserves, actuarial liabilities, actuarial assets, and related items. I was
appointed on [date of appointment] in accordance with the requirements of the annual statement
instructions. I meet the Academy qualification standards for rendering the opinion.”

Section 5: 
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5. The SCOPE section should contain only the following statement (including all specified lines even if the

 

value is zero) if the appointed actuary is using the prescribed wording:

“I have examined the assumptions and methods used in determining loss reserves, actuarial liabilities,  
actuarial assets, and related items listed below, as shown in the annual statement of the organization as 
prepared for filing with state regulatory officials, as of December 31, 20__. 
 

Section7: 

7.

 

The OPINION section should include only the following statement if the appointed actuary is using the
prescribed wording:

“In my opinion, the amounts carried in the balance sheet on account of the items identified above:  

A.

 

Are in accordance with accepted actuarial standards consistently applied and are fairly stated in
accordance with sound actuarial principles;
 

B. Are based on actuarial assumptions relevant to contract provisions and appropriate to the purpose for
which the statement was prepared;

C. Meet the requirements of the Insurance Laws and regulations of the state of [state of domicile] and:
(Use of one the following phrases, as appropriate, is considered prescribed wording. Replacing “[list
states]” with an actual list of states in parentheses is also considered prescribed wording.)

  

the loss reserves and actuarial liabilities are at least as great as the minimum aggregate amounts required
by any state,

or

  

the loss reserves and actuarial liabilities are at least as great as the minimum aggregate amounts required
by any state with the exception of the following states [list states]. For each listed state a separate statement
of actuarial opinion was submitted to that state that complies with the requirements of that state;

  

D. Make a good and sufficient provision for all unpaid claims and other actuarial liabilities of the organization
under the terms of its contracts and agreements;

E. Make a reasonable provision for all actuarial assets of the organization;
F.

 

On a combined basis, make a reasonable provision for all actuarial assets and actuarial liabilities of the
organization under moderately adverse conditions;

G. Are computed on the basis of assumptions consistent with those used in computing the corresponding items 
in the annual statement of the preceding year-end; and

H. Include appropriate provision for all actuarial items that ought to be established.
Section 9:  

 

9.

 

If the appointed actuary is able to form an opinion that is not qualified, adverse or inconclusive as those terms 
are defined below, he or she should issue a statement of unqualified opinion. If the opinion is adverse,
qualified or inconclusive, the appointed actuary should issue an adverse, qualified or inconclusive opinion

 

explicitly stating the reason(s) for such opinion. In all circumstances the category of opinion should be
explicitly identified in the TABLE of KEY INDICATORS section of the Actuarial Opinion.

  

An adverse opinion is an actuarial opinion in which the appointed actuary determines that the reserves and
actuarial liabilities, are not good and sufficient, actuarial assets are not reasonable, or the actuarial assets and
actuarial liabilities on a combined basis are not reasonable under moderately adverse conditions. (An adverse
opinion does not meet one or more of items D, E, or F of Section 7.)

 

© 2022 National Association of Insurance Commissioners 3

Attachment One-D 
Health Actuarial (B) Task Force 

3/29/22



© 2021 National Association of Insurance Commissioners  WA comments - Health SAO.docx4 

When, in the actuary’s opinion, the actuarial liabilities or actuarial assets included in the scope of the opinion 
for a certain item or items are in question because they cannot be reasonably estimated or the actuary is unable 
to render an opinion on those items, the actuary should issue a qualified opinion. Such a qualified opinion 
should state whether the stated amounts make a good and sufficient provision for the actuarial liabilities; 
whether the stated amounts make a reasonable provision for actuarial assets; and whether the aggregation of 
actuarial assets and actuarial liabilities makes and appropriate provision for the intended purpose of the opinion. 
The only exception(s) being for the item or items to which the qualification relates. The actuary is not required 
to issue a qualified opinion if the actuary reasonably believes that the item or items in question are not likely to 
be material. (A qualified opinion does not meet one or more of the items A, B, C or H of Section 7.)  

The actuary’s ability to give an opinion is dependent upon data, analyses, assumptions and related information 
that are sufficient to support a conclusion. If the actuary cannot reach a conclusion due to deficiencies or 
limitations in the data, analyses, assumptions or related information, then the actuary should issue an 
inconclusive opinion. An inconclusive opinion shall include a description of the reasons a conclusion could not 
be reached. 

 

© 2022 National Association of Insurance Commissioners 4

Attachment One-D 
Health Actuarial (B) Task Force 

3/29/22

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member%20Meetings/2022%20NAIC%20Meetings/Spring%
20National%20Meeting/Committee%20Meetings/HEALTH%20INS%20and%20MANAGED%20CARE%20(B)%20COMMITTEE/
Health%20Actuarial%20(B)%20TF/Conference%20Calls/3-2%20HATF/WA%20comments%20-%20Health%20SAO.docx



 
 

    
 

Corporate Finance – Actuarial Services Division     
185 Asylum Street, CityPlace I ● Hartford, CT  06103 

 
 
 
February 24, 2022 
 
 
 
Mr. Paul Lombardo, Chair 
Health Actuarial (B) Task Force 
National Association of Insurance Commissioners 
1100 Walnut Street, Suite 1500 
Kansas City, MO  64106-2197 
 
Via electronic mail to Eric King. 
 
 
Re:  Proposed changes to the Health Annual Statement instructions for the Actuarial Opinion. 
 
 
Dear Mr. Lombardo: 
 
I am writing on behalf of UnitedHealth Group with regard to the proposed changes to the Health 
Annual Statement instructions for the Actuarial Opinion, as exposed for comment by your Task 
Force on February 9, 2022.  We appreciate the opportunity to offer our comments. 
 
We have some concerns about the newly added Sections 7.E and 7.F in the proposal.  To begin 
with, we do not believe that the Appointed Actuary should be made to address the provision for 
assets (7.E) separately from the provision for liabilities (7.D).  The Appointed Actuary’s concern 
should be the “actuarial balance sheet” (i.e., the actuarial assets and liabilities) as a whole; it is 
all of those items in combination that affect the reporting entity’s capital and surplus.  There does 
not seem to be any valid reason to have the Appointed Actuary attest to various pieces of the 
actuarial balance sheet in isolation.  Furthermore, it is unclear what a “reasonable provision” for 
the actuarial assets would be, outside of the context of the actuarial liabilities and the desired 
degree of conservatism in those liabilities.  Therefore, we do not believe that the proposed 
Section 7.E is appropriate. 
 
We have two concerns about Section 7.F.  First, we are concerned that the phrase “on a 
combined basis” does not add clarity as to exactly what the Appointed Actuary is attesting to.  
Second, as just noted, we do not believe that the actuarial balance sheet should be segmented for 
purposes of attestation.  Adding Section 7.F as proposed would still leave a separate attestation 
for the liabilities only (7.D). 
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We suggest, therefore, that the proposed Sections 7.E and 7.F be deleted, and that Section 7.D be 
revised to address the actuarial balance sheet in its totality.  For example, the revised Section 7.D 
might read: 

D. Make a good and sufficient provision for all unpaid claims and other actuarial liabilities
of the organization under the terms of its contracts and agreements, when the actuarial
liabilities are reduced by any overstatement (or increased by any understatement) of the
actuarial assets;  [added material underlined]

We believe that this would make the nature of the Appointed Actuary’s attestation much more 
explicit.  We note two further points about this suggested language. 

• The objection raised on the February 1 call to the word “overstatement” does not apply
here.  Then, the concern was the amount of overstatement:  it would not be reasonable to
require an adverse opinion if the overstatement were only $1.  Here, that concern would
not occur, because reducing the liabilities by $1 would be entirely appropriate, and
presumably would not affect the Appointed Actuary’s ability to issue an unqualified
opinion.

• We feel it is entirely appropriate to recognize an understatement of the actuarial assets as
an additional source of conservatism.  We understand that regulators prefer, from a
financial reporting perspective, that deficiencies in any one line item should not be made
up by excesses in another line item; each line item should be reported appropriately.
However, it should not be the Appointed Actuary’s role to police the company’s
reporting.  That is much better dealt with by the auditors who must sign off on the audited
financial statements, and by the insurance department financial analysts and financial
examiners who review the financial statements.  As we have indicated above, the
Statement of Actuarial Opinion should address the actuarial liabilities and assets from an
overall perspective, not piecemeal.

We would be happy to discuss these comments with you and the Task Force. 

James R. Braue 
Senior Director, Actuarial Services 
UnitedHealth Group 

cc: Eric King, NAIC 
Randi Reichel, UnitedHealth Group 
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Draft: 2/18/22 
 

Health Actuarial (B) Task Force 
Virtual Meeting 

February 1, 2022 
 
The Health Actuarial (B) Task Force met Feb. 1, 2022. The following Task Force members participated: Andrew N. 
Mais, Chair, represented by Paul Lombardo (CT); Russel Toal, Vice Chair, represented by Julie Weinberg (NM); Jim 
L. Ridling represented by Jennifer Li (AL); Ricardo Lara represented by Lan Brown (CA); Michael Conway 
represented by Eric Unger (CO); Doug Ommen represented by Klete Geren (IA); Dean L. Cameron represented by 
Weston Trexler (ID); Amy L. Beard represented by Stephen Chamblee (IN); Vicki Schmidt represented by Nicole 
Boyd (KS); Eric A. Cioppa represented by Marti Hooper (ME); Anita G. Fox represented by Kevin Dyke (MI); Chlora 
Lindley-Myers represented by William Leung (MO); Marlene Caride represented by Seong-min Eom (NJ); Judith L. 
French represented by Lilane Fox (OH); Glen Mulready represented by Andrew Schallhorn (OK); Jessica K. Altman 
represented by Jim Laverty (PA); Cassie Brown represented by R. Michael Markham (TX); Scott A. White 
represented by David Shea (VA); and Mike Kreidler represented by Lichiou Lee (WA). 
 
1. Discussed its Proposal to Revise Instructions for the Health Annual Statement SAO 
 
Mr. Lombardo said the Task Force needs to revisit its proposal (Attachment Two-A) to revise the language in 
Section 4, Section 5, Section 7, and Section 9 of the instructions for the health Statement of Actuarial Opinion 
(SAO) to ensure all items—actuarial assets and liabilities—within the scope of the SAO are treated consistently 
and provide a final recommendation to the Blanks (E) Working Group. He said the American Academy of Actuaries 
(Academy) provided comments on Section 7D that express concern that the proposed language may be too 
cumbersome, and there is the potential for a different interpretation of the language than expected. He said the 
Academy suggested the addition of the language, “Do not overstate actuarial assets,” to Section 7E. Mr. Dyke 
suggested the addition of the language, “Make a reasonable provision for all actuarial assets of the organization 
under the terms of its contracts and agreements.” Mr. Lombardo said the Task Force will work with the Academy 
to draft final language for Section 7E and other revisions. He said once a final version has been drafted, it will be 
exposed for a 15-day public comment period. 
 
Having no further business, the Health Actuarial (B) Task Force adjourned. 
 
https://naiconline.sharepoint.com/:w:/r/sites/NAICSupportStaffHub/Member%20Meetings/Spring%202022%20National%20Meeting/Tas
k%20Forces/HealthActuarial/Conference%20Calls/2-1%20HATF/02-01-
22%20HATF.docx?d=w9e0adbba90174fc9acd8654d8152aedb&csf=1&web=1&e=p3Vo5r 

https://naiconline.sharepoint.com/:w:/r/sites/NAICSupportStaffHub/Member%20Meetings/Spring%202022%20National%20Meeting/Task%20Forces/HealthActuarial/Conference%20Calls/2-1%20HATF/02-01-22%20HATF.docx?d=w9e0adbba90174fc9acd8654d8152aedb&csf=1&web=1&e=p3Vo5r
https://naiconline.sharepoint.com/:w:/r/sites/NAICSupportStaffHub/Member%20Meetings/Spring%202022%20National%20Meeting/Task%20Forces/HealthActuarial/Conference%20Calls/2-1%20HATF/02-01-22%20HATF.docx?d=w9e0adbba90174fc9acd8654d8152aedb&csf=1&web=1&e=p3Vo5r
https://naiconline.sharepoint.com/:w:/r/sites/NAICSupportStaffHub/Member%20Meetings/Spring%202022%20National%20Meeting/Task%20Forces/HealthActuarial/Conference%20Calls/2-1%20HATF/02-01-22%20HATF.docx?d=w9e0adbba90174fc9acd8654d8152aedb&csf=1&web=1&e=p3Vo5r
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NAIC BLANKS (E) WORKING GROUP 
 

Blanks Agenda Item Submission Form 
 

 
DATE: April 23, 2021  

CONTACT PERSON:  Eric King  
 
TELEPHONE:  816-708-7982  
 
EMAIL ADDRESS:  eking@naic.org  
 
ON BEHALF OF: ASOP 28 Task Force, ASB  
 
NAME:  Annette James, Chair, ASOP 28 Task Force  
 
TITLE:    
 
AFFILIATION:    
 
ADDRESS:    
 
    
 

FOR NAIC USE ONLY 
Agenda Item #   
Year    
Changes to Existing Reporting [  ] 
New Reporting Requirement [  ]  

REVIEWED FOR ACCOUNTING 
PRACTICES AND PROCEDURES IMPACT 

No Impact [    ] 
Modifies Required Disclosure [  ] 

DISPOSITION 
 
[  ] Rejected For Public Comment 
[  ] Referred To Another NAIC Group 
[  ] Received For Public Comment 
[  ] Adopted Date    
[  ] Rejected Date    
[  ] Deferred Date    
[  ] Other (Specify)    
 

 
BLANK(S) TO WHICH PROPOSAL APPLIES 

 
[ X ] ANNUAL STATEMENT [ X ] INSTRUCTIONS [  ] CROSSCHECKS 
[  ] QUARTERLY STATEMENT [  ] BLANK 

 
[  ] Life, Accident & Health/Fraternal [  ] Separate Accounts [  ] Title 
[  ] Property/Casualty [  ] Protected Cell [  ] Other _____________________  
[ X ] Health [  ] Health (Life Supplement) 

 
Anticipated Effective Date: Annual 2021  
 
  

IDENTIFICATION OF ITEM(S) TO CHANGE 
See the following page for details of proposed changes. 
 
  

REASON, JUSTIFICATION FOR AND/OR BENEFIT OF CHANGE** 

The purpose of this proposal is to revise the language in sections 4, 5, 7 and 9 of the orange blank annual statement instructions 
related to the actuarial opinion to ensure that all items (actuarial assets and liabilities) within the scope of the statement of 
actuarial opinion are treated consistently.  Currently, reserves and liabilities are referenced in sections 4, 5, 7 and 9 of the orange 
blank annual statement instructions.  Since actuarial assets are included in the scope of the actuarial opinion, it is important that 
these instructions provide guidance to appointed actuaries that apply to all actuarial items, assets as well as liabilities, included 
in the scope of the actuarial opinion.  

  
NAIC STAFF COMMENTS 

 
Comment on Effective Reporting Date:   
 
Other Comments: 
 
 _________________________________________________________________________________________  
** This section must be completed on all forms. Revised 7/18/2018 
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IDENTIFICATION OF ITEM(S) TO CHANGE 
Instructions to Annual Health Statement Blank, Actuarial Opinion (Actuarial Opinion Instructions): 

Modify section 1A. (Definitions), of the actuarial opinion instructions to add definitions of “actuarial asset” and 
“actuarial liability”. 
Modify section 4 (Identification section), section 5 (Scope section), and section 7 (Opinion section) of the actuarial 
opinion instructions to ensure that the opinion’s prescribed wording clearly indicates that the actuary’s opinion 
covers actuarial assets as well as actuarial liabilities. 

Modify section 9 of the actuarial opinion instructions to ensure that guidance related to the type of opinion rendered 
by an appointed actuary covers both actuarial assets and actuarial liabilities. 
Section 1 

1A. Definitions  

“Insurer” means an entity authorized to write accident and health contracts under the laws of any state and which 
files on the Health Blank.  
“Actuarial Memorandum” means a document or other presentation prepared as a formal means of conveying the 
appointed actuary’s professional conclusions and recommendations, of recording and communicating the methods 
and procedures, of assuring that the parties addressed are aware of the significance of the appointed actuary’s 
opinion or findings and that documents memorandum is further described in Section 1C.  
“Actuarial asset” means an actuarial item presented as an asset in the annual statement and included in the scope of 
the Statement of Actuarial Opinion.  

“Actuarial liability” means an actuarial item presented as a liability in the annual statement and included in the 
scope of the Statement of Actuarial Opinion.   
 
Section 4 

4. The IDENTIFICATION s ection s hould s pecifically indicate the appointed actuary’s  relations hip to the 
company, qualifications  for acting as  appointed actuary, date of appointment, and s hould s pecify that 
the appointment was  made by the Board of Directors , or its  equivalent or by a committee of the Board. 
A pers on who is  not a  Member of the American Academy of Actuaries  but is  recognized by the Academy 
as  qualified mus t attach, each year, a  copy of the approval letter from the Academy.  

This  s ection s hould contain only one of the following:  

For a Member of the American Academy of Actuaries  who is  an employee of the organization, the opening  
paragraph of the opinion s hould contain all the following s entences  if the appointed actuary is  us ing the 
pres cribed wording:  

“I, (name and title  of actuary), am an employee of (named organization) and a member of the American 
Academy of Actuaries . I was  appointed on [date of appointment] in accordance with the requirements  of 
the annual s tatement ins tructions . I meet the Academy qualification s tandards  for rendering the opinion.”  

For a cons ultant who is  a  Member of the American Academy of Actuaries , the opening paragraph of the 
opinion s hould contain all the following s entences  if the appointed actuary is  us ing the pres cribed  
wording:  

“I, (name and title  of cons ultant), am as s ociated with the firm of (name of firm). I am a member of the 
American Academy of Actuaries  and have been retained by the (name of organization) to render an 
opinion with regard to los s  res erves , actuarial liabilities , actuarial as s ets , and related items . I was 
appointed on [date of appointment] in accordance with the requirements  of the annual s tatement  
ins tructions . I meet the Academy qualification s tandards  for rendering the opinion.”  

Section 5: 

© 2022 National Association of Insurance Commissioners 2

Attachment Two-A 
Health Actuarial (B) Task Force 

3/29/22



© 2021 National Association of Insurance Commissioners Health Actuarial Opinion Instructions_Blanks 
Revision_042321_kmd.docx 

3 

5.

 

The SCOPE s ection s hould contain only the following s tatement (including all s pecified lines  even if the

 

value is  zero) if the appointed actuary is  us ing the pres cribed wording: 

 

“I have examined the as s umptions  and methods  us ed in determining los s  res erves , actuarial liabilities , 
actuarial as s ets , and related items  lis ted below, as  s hown in the annual s tatement of the organization as  
prepared for filing with s tate regulatory officials , as  of December 31, 20__. 
 

Section7: 
 

7.

 

The OPINION section should include only the following statement if the appointed actuary is using the

 

prescribed wording:

 

“In my opinion, the amounts carried in the balance sheet on account of the items identified above:  

A.

 

Are in accordance with accepted actuarial standards consistently applied and are fairly stated in

 

accordance with sound actuarial principles;

  
 

B.

 

Are based on actuarial assumptions relevant to contract provisions and appropriate to the purpose for

 

which the statement was prepared;

  
 

C.

 

Meet the requirements of the Insurance Laws and regulations of the state of [state of domicile] and:

  

(Use of one the following phrases, as appropriate, is considered prescribed wording. Replacing “[list

 

states]” with an actual list of states in parentheses is also considered prescribed wording.)

  

the loss reserves and actuarial liabilities are at least as great as the minimum aggregate amounts required

 

by any state,

  

or

  

the loss reserves and actuarial liabilities are at least as great as the minimum aggregate amounts required

 

by any state with the exception of the following states [list states]. For each listed state a separate statement

 

of actuarial opinion was submitted to that state that complies with the requirements of that state;

  

D.

 

Make a good and sufficient provision for all unpaid claims and other actuarial liabilities of the organization

 

under the terms of its contracts and agreements;

 

E.

 

Make a reasonable provision for all actuarial assets of the organization under the terms of its contracts and

 

agreements;

 

F.

 

Are computed on the basis of assumptions consistent with those used in computing the corresponding items 
in the annual statement of the preceding year-end; and

 

G.

 

Include appropriate provision for all actuarial items that ought to be established.

 

Section 9:  

 
 

9.

 

If the appointed actuary is able to form an opinion that is not qualified, adverse or inconclusive as those terms 
are defined below, he or she should issue a statement of unqualified opinion. If the opinion is adverse,

 

qualified or inconclusive, the appointed actuary should issue an adverse, qualified or inconclusive opinion

 

explicitly stating the reason(s) for such opinion. In all circumstances the category of opinion should be

 

explicitly identified in the TABLE of KEY INDICATORS section of the Actuarial Opinion.

  
 
 

An adverse opinion is an actuarial opinion in which the appointed actuary determines that the reserves and

 

liabilities, when considered in combination with any actuarial assets included in the scope of the opinion, are 
not good and sufficient. (An adverse opinion does not meet item D of Section 7.)

  

 

When, in the actuary’s opinion, the reserves or actuarial assets included in the scope of the opinion for a certain

 

item or items are in question because they cannot be reasonably estimated or the actuary is unable to render an

 

opinion on those items, the actuary should issue a qualified opinion. Such a qualified opinion should state

 

© 2022 National Association of Insurance Commissioners 3

Attachment Two-A 
Health Actuarial (B) Task Force 

3/29/22



© 2021 National Association of Insurance Commissioners Health Actuarial Opinion Instructions_Blanks 
Revision_042321_kmd.docx 

4 

whether the stated reserve amount makes a good and sufficient provision for the liabilities associated with the 
specified reserves, when considered in combination with any actuarial assets included in the scope of the 
opinion, except for the item or items to which the qualification relates. The actuary is not required to issue a 
qualified opinion if the actuary reasonably believes that the item or items in question are not likely to be 
material. (A qualified opinion does not meet one or more of the items A, B, C or F of Section 7.)  

The actuary’s ability to give an opinion is dependent upon data, analyses, assumptions and related information 
that are sufficient to support a conclusion. If the actuary cannot reach a conclusion due to deficiencies or 
limitations in the data, analyses, assumptions or related information, then the actuary should issue an 
inconclusive opinion. An inconclusive opinion shall include a description of the reasons a conclusion could not 
be reached. 
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Draft: 3/23/22 
 

Long-Term Care Actuarial (B) Working Group 
Virtual Meeting 
March 9, 2022 

 
The Long-Term Care Actuarial (B) Working Group of the Health Actuarial (B) Task Force met March 9, 2022. The 
following Working Group members participated: Tomasz Serbinowski, Chair (UT); Jennifer Li (AL); Lisa Luo (CA): 
Paul Lombardo (CT); Lilyan Zhang (FL); Nicole Boyd (KS); Marti Hooper (ME); Fred Andersen (MN); Michael 
Muldoon (NE); Russel Toal (NM); Bill Carmello (NY); Laura Miller (OH); Andrew Schallhorn (OK); Andrew Dvorine 
(SC); and Aaron Hodges (TX). 
 
1. Discussed an LTCI Mortality and Lapse Study 
 
Mr. Serbinowski said the American Academy of Actuaries (Academy) and Society of Actuaries (SOA) Research 
Institute’s Final Long-Term Care Insurance (LTCI) Mortality and Lapse Study (Attachment Three-A) as provided in 
response to a request (Attachment Three-B) from the Long-Term Care Valuation (B) Subgroup will be reviewed 
and considered for adoption by the Working Group. 
 
Warren Jones (Retired) and Bob Yee (PricewaterhouseCoopers) gave an overview of the study. Superintendent 
Toal asked if the study can be updated with an actual-to-expected analysis using more current experience data. 
The Working Group agreed to submit a request to the Academy and the SOA with parameters for the actual-to-
expected analysis. 
 
Having no further business, the Long-Term Care Actuarial (B) Working Group adjourned. 
 
Member Meetings\2022 NAIC Meetings\Spring National Meeting\Committee Meetings\HEALTH INS and MANAGED CARE (B) 
COMMITTEE\Health Actuarial (B) TF\Conference Calls\3-9 LTCAWG\03-09-22 LTCAWG.docx 
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II. INTRODUCTION

On May 5, 2016, the Long-Term Care Valuation (B) Work Group of National Association of Insurance 
Commissioners’ (NAIC’s) Health Actuarial (B) Task Force’s Long-Term Care Actuarial Working Group 
(LTCAWG) requested recommendations from the American Academy of Actuaries (Academy)1 and the 
Society of Actuaries Research Institute (SOA)2 to replace the mortality and lapse bases for statutory 
minimum reserves. A copy of the request is included in Appendix 1 to this report. 

The Academy and SOA created a Long-Term Care Valuation Work Group (Work Group) to address the 
request. The Work Group is chaired by Warren Jones, the Mortality Subgroup is led by Bruce Stahl, and 
the Lapse Subgroup is led by Bob Yee. The Work Group has provided regular updates to the LTCAWG at 
national meetings and provided opportunities for the LTCAWG members to ask questions regarding the 
work in progress. 

This report presents the recommended lapse tables in Appendix 3, and recommended mortality tables in 
Appendix 4, and describes the methodology and process in developing these tables. 

1 The American Academy of Actuaries is a 19,500-member professional association whose mission is to serve the public and the 
U.S. actuarial profession. For more than 50 years, the Academy has assisted public policymakers on all levels by providing 
leadership, objective expertise, and actuarial advice on risk and financial security issues. The Academy also sets qualification, 
practice, and professionalism standards for actuaries in the United States. 

2 Serving as the research arm of the Society of Actuaries, the SOA Research Institute provides objective, data-driven research 
bringing together tried and true practices and future-focused approaches to address societal challenges and business needs. 
The Institute provides trusted knowledge, extensive experience and new technologies to actuaries, employers, regulators, 
research funders and the public, to help them effectively identify, predict and manage risks. 
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III. BACKGROUND 
 

The minimum statutory reserve basis for long-term care (LTC) insurance is documented in the NAIC 
Valuation Manual VM-25: Health Insurance Reserves Minimum Reserve Requirements. The mortality 
table specified for currently new issues is the 1994 Group Annuity Mortality (GAM) Table. The lapse rate 
specified is the lesser of x% of the voluntary lapse rate used in the calculation of gross premiums and y%, 
where x and y vary by policy year: 

For policy year one (1), x is 80% and y is 6%. 

For policy years two (2) through four (4), x is 80% and y is 4%. 

For policy years five (5) and later, x is 100% and y is 2%, except for group insurance, for which y is 
3%. 

Both the mortality and lapse bases for the minimum reserve requirements have been revised over the 
years with the changes to apply to new issues only. The mortality basis has been that for whole life 
insurance or payout annuities.  

General Approach 

Our charge is to develop recommended mortality and lapse tables for valuation on both a total-lives basis 
and an active-lives basis. This charge dictates the approach we have chosen to develop such tables. 

Valuation tables are conservative in nature. A logical method is to develop basic tables based on 
experience first and then consider the margins to be added. Because the mortality and lapse tables would 
be used in combination, it is desirable for both tables to be as consistent as possible with respect to the 
data source and the factors that the tables vary by. The Work Group recognizes the likelihood of the 
under-reporting of death for healthy policyholders. Thus, the delineation between death and lapse is not 
always clear. Consistency in both data source and factors can facilitate the assessment of combined 
deaths and lapses for reasonableness checks. 

Source of Data 

The Work Group defined the base mortality table to be the 2012 Individual Annuity Mortality Table. 
Further, development of mortality margins and the lapse assumption is to be based on the recent 
SOA/LIMRA LTC Voluntary Lapse and Mortality Experience Study (the Study). It is comprised of experience 
data from 2000 through 2011 for 22 companies. From the aggregate data, we observed trends during the 
study period, especially for lapse. Accordingly, we selected the observation period 2008-2011 to reflect 
more recent trends. Furthermore, the Study identified certain participating companies with relatively 
more accurate data submitted. Data from 10 companies (Definition 2 [DEFN 2] companies) satisfied the 
following conditions:  

1. Deaths are separately identified from lapses, 
2. Unknown terminations are less than 25% of total terminations, and 
3. Performed matching with Social Security death records within the previous three years from the 

date of submission. 
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Apart from some preliminary comparisons between DEFN 2 data and the full dataset, we further 
restricted our data to these DEFN 2 companies. We compared our tabulated lapse counts and exposures 
with the published summary data from the SOA. We concluded that our data is reasonably representative 
of corresponding summary data from the Study. The DEFN 2 companies represent approximately 70% of 
the industry experience for the exposure period used. 

The following table shows the summary statistics of the DEFN 2 subset of data: 

TTable 1. DEFN 2 Exposures 
 Total Lives33 Active Lives  

 Counts  Exposure 
Years  

Counts  Exposure 
Years  

Mortality——Individual 142,647 9.4MM 95,474 9.0MM 

Lapse——Individual44 197,000 9.4MM 197,000 9.0MM 

Lapse——Group55 302,000 4.9MM 302,000 4.8MM 

 
 

  

 
3 The mortality was derived using individual mortality and tested using both individual and group data. Also, the figures in this 

line include 19,599 deaths from “Substandard” and “Unknown” risk classes that do not appear in the “Death Count Totals” 
table later in this report. 

4 The lapse count is the same for Total Lives and Active Lives as the immaterial number of disabled life lapses that were ignored. 
5 Ibid.  
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IIII. MORTALITY 
 

Purpose and Scope  
 
The Mortality Subgroup worked to identify reasonable mortality tables to be used in setting statutory 
reserves for individual LTCI policies, either as a particular set of tables or as guidance that the NAIC could 
expect from insurers.  
 
The Work Group further recognized that the NAIC allows principle-based reserving for life insurance and 
that, therefore, the NAIC may be interested in guidance for a similar approach with LTCI mortality. 
Guidance for principle-based reserving may be of particular interest when considering marital status and 
underwriting risk classes. 
 

When setting mortality assumptions in accordance with actuarial standards of practice (ASOPs) for LTC 
(e.g., ASOP 186), it is appropriate to consider the effects of both selection and class of applicants on 
expected mortality experience (section 3.2.2). Consequently, in addition to other potential mortality rate 
differentiators, the analysis considered risk class and marital status, representing both selection and class 
of applicants. 
 
Data Quality 
 
Addressing data quality under ASOP 23, Data Quality,7 the Work Group relied upon the Society of 
Actuaries’ Intercompany Study from 2015 to make sure the data was “clean” and as uniform as possible 
for complex and diverse data that came from 10 insurance companies.  
 
The Work Group sought to follow the ASOP on credibility procedures (ASOP 258) in its work. Industry data 
is more relevant than general population data for two reasons. First, the selection process when issuing 
LTCI, from both the applicants’ and the insurers’ perspectives, may result in the insured population being 
a low mortality subset of the general population. Second, a mortality study of this nature requires 
consideration of numerous cells of data. The number of deaths in a given cell may or may not be credible. 
Looking at data from multiple insurers increases the number of cells that are credible. 
 
  

 
6 Actuarial Standards Board; Actuarial Standard of Practice No. 18, Long-Term Care Insurance; May 2011.  
7 Actuarial Standards Board; Actuarial Standard of Practice No. 23, Data Quality; December 2016. 
8 Actuarial Standards Board; Actuarial Standard of Practice No. 25, Credibility Procedures; December 2013.  
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To assess data credibility with respect to rate development, it is a common practice to consider 1,082 or 
more counts in a particular cell in Tables 2 and 3 below to be fully credible.9 It is also typical to assign a 
lower count number to annotate partial credibility for a cell. For example, a minimum count of 271 can be 
considered as partially credible.10 Using 271 deaths as a measure, the majority of the cells in Table 2
below can be considered as partially credible.  

TTable 2. Death Counts (Total Lives) By Sex, Risk Class, Attained Age, and Marital Status 
Female: Preferred Risk  Female: Standard Risk  Male: Preferred Risk  Male: Standard Risk  

Attained 
Age 

Married Single Total Married Single Total Married Single Total Married Single Total 

Under 60 217 113 330 373 184 557 180 69 249 384 113 497 
60-64 393 194 587 708 357 1,065 407 106 513 887 192 1,079 
65-69 670 346 1,016 1,329 839 2,168 795 177 972 1,720 425 2,145 
70-74 1,022 716 1,738 2,402 1,670 4,072 1,375 370 1,745 3,331 934 4,265 

75 270 252 522 650 520 1,170 414 115 529 938 293 1,231 
76 266 288 554 717 562 1,279 454 148 602 1,112 332 1,444 
77 272 296 568 786 675 1,461 515 132 647 1,167 342 1,509 
78 243 304 547 868 779 1,647 485 190 675 1,261 460 1,721 
79 330 415 745 937 904 1,841 527 163 690 1,436 520 1,956 
80 304 442 746 951 999 1,950 527 186 713 1,426 594 2,020 
81 313 459 772 984 1,129 2,113 542 169 711 1,541 652 2,193 
82 338 509 847 999 1,224 2,223 527 218 745 1,534 666 2,200 
83 337 591 928 1,008 1,290 2,298 546 228 774 1,557 748 2,305 
84 307 602 909 925 1,345 2,270 526 208 734 1,549 762 2,311 
85 344 694 1,038 954 1,395 2,349 515 241 756 1,451 735 2,186 
86 316 757 1,073 868 1,506 2,374 487 276 763 1,460 756 2,216 
87 308 727 1,035 791 1,520 2,311 434 254 688 1,302 799 2,101 
88 258 803 1,061 725 1,452 2,177 397 208 605 1,184 733 1,917 
89 248 745 993 624 1,362 1,986 356 198 554 964 589 1,553 

90-94 590 2,605 3,195 1,543 4,483 6,026 943 625 1,568 2,467 1,911 4,378 
95 and 

over 
112 914 1,026 266 1,542 1,808 199 171 370 360 463 823 

Total  7,458  12,772  20,230  19,408  25,737  45,145  11,151  4,452  15,603  29,031  13,019  42,050  

9  Full credibility means that there is a 90% probability that the observed rate is within 5% of the true underlying result. Some 
practitioners would accept as low as 200 data points as minimally credible (approximately 40% partial credibility). 

10  Corresponding to 1,082 as full credibility, 271 counts means that there is a 90% probability that the observed rate is within 
10% of the true underlying rate.  
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TTable 3. Active Life Death Counts  
Death Counts (Active 

Lives)  
Attained Age  Female  Male  Total      

Under 60 1,029 978 2,007 
60--64 1,829 1,890 3,719 
65--69 3,325 3,460 6,785 
70--74 5,367 6,001 11,368 

75 1,425 1,631 3,056 
76 1,502 1,859 3,361 
77 1,607 1,916 3,523 
78 1,765 2,082 3,847 
79 2,032 2,324 4,356 
80 2,077 2,277 4,354 
81 2,079 2,388 4,467 
82 2,173 2,400 4,573 
83 2,219 2,465 4,684 
84 2,133 2,399 4,532 
85 2,163 2,273 4,436 
86 2,162 2,204 4,366 
87 2,061 2,036 4,097 
88 1,932 1,848 3,780 
89 1,720 1,402 3,122 

90--94 5,052 3,946 8,998 
95 and over 1,336 707 2,043     

Total  46,988  48,486  95,474  
 
 
As important as using multiple contributors is to enhance credibility, using multiple contributors also 
compromises the uniformity of the data and, in that sense, reduces the credibility. For example, the study 
identified marital status based in part on the presence of a spouse discount,11 and some insurers apply a 
spouse discount based on the legal status of being married alone, while others require both spouses to 
apply for coverage, and still others require both spouses to be issued policies. Similarly, the data recorded 
whether policies were preferred, standard, or substandard risks,12 but each insurer defines the health 

 
11  The study variable “marital status” is based on a combination of the data fields “marital status at issue” and “marital 

discount.” In the case where marital status at issue was provided, that field was used. For approximately 43% of the policies 
submitted for the study, marital status at issue was not provided. For 37% of the policies, the martial status at issue was not 
provided but the marital discount was provided (and was used to define the study marital status variable for those policies). 
For the remaining policies (approximately 20%), neither marital status at issue nor marital discount were provided; these 
cases were coded as marital status = “unknown.” 

12 The SOA study defined the risk class using “Premium Class” as “The class in which the policy was issued relative to the base 
policy.” If an underwriting discount or load was given, then preferred or substandard was provided by the company. The data 
provided did not permit aligning across companies.  
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status of the risk in different ways following its own particular underwriting guidelines. The NAIC may 
want to address this lack of homogeneity when determining what mortality table standards to set for 
statutory reserves. 
 
The Work Group also chose to rely on statistical metrics to identify the significance of the variables 
associated with each policy. The statistical metrics help to identify interactions among the variables, 
allowing the Work Group to minimize the number of parameters needed for setting mortality tables. They 
also help to identify which variables the NAIC may want each insurer to consider more closely when 
setting reserves for LTCI, using the information as guidance. 
 
When setting tables using the statistically identified variables, the Work Group employed smoothing 
techniques that generated reasonable outcomes. Part of the analysis involved an iterative smoothing 
process. At younger and older ages where data was sparse, we used the slope of the 2012 Individual 
Annuity Mortality Basic tables (2012 IAM) as a guide.  
 
Before converting the smoothed tables as guidance for deriving the valuation tables, the Work Group 
decided to apply mortality improvement to recognize that LTC insured mortality has likely improved since 
the time of the experience period 2008–2011. A separate section on mortality improvement is provided 
below. 
 
A valuation table is expected to be conservative; for longevity risks such as with LTCI, “conservative” 
means using lower mortality than expected. Past annuity tables have essentially used mortality rates that 
are 90% of the experience, with modifications for very old ages beyond 100. The Work Group 
recommended using the 90% factor once again and capping the mortality of the valuation table at 0.400, 
which generally limits the mortality at very old ages. A large majority of insurers’ actual mortality 
experience exceeded this proposed mortality factor.  
 
The Work Group does not think the NAIC should ignore marital status and risk class because, despite the 
lack of homogeneity in the definitions, these variables still proved to be influential in the prediction of the 
actual mortality. 
 
The Work Group does not necessarily think the NAIC should use marital status and risk class without any 
consideration for specific insurer definitions and practices. As stated previously, insurers treat these 
differently, and, while these items had a high statistical significance, the effect of these items will likely 
vary according to the definition followed or practices used by each insurer. 
 
The Work Group did not have the data necessary to identify the specific values for each marital status 
definition or risk class identification. Therefore, adjusting for these variables may not be practical without 
the NAIC granting individual companies the ability to justify how their mortality might appropriately vary 
from the findings identified in this report. If the NAIC allowed individual insurers to justify such 
differences, each insurer could easily add margin by applying a similar conservative factor of 90% to the 
mortality rates that it identifies. 
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MMethods 

Issue Ages  

The data was consistent with measuring age as age last birthday (ALB). No tables are offered to convert 
the findings to age nearest birthday (ANB). 

Exposures   

For policyholders who died within a particular period, the Work Group chose to use the full exposure, 
meaning the count of lives at the beginning of the period being measured; for everyone else, the Work 
Group chose to use the exact (daily) exposure (for example, a policy that lapsed three months into its 
policy year was treated as having one-fourth of an exposure year for that particular year). This method of 
calculating exposure is consistent with the Balducci Hypothesis, which essentially assumes mortality rates 
decrease during the exposure period. As a reminder, the Balducci assumption may have distortions when 
the mortality rates are relatively high and credibility is low. Please see “Experience Study Calculations” 
written by David Atkinson and John McGarry on behalf of the SOA. Please also note that the manner used 
to derive mortality rates in this study relied heavily on the 2012 IAM slope at very old ages where the lack 
of credibility is of greatest concern (the method is described later). The 2012 IAM study also used the 
Balducci method and smoothing. 

Predictive Variables  

LIMRA developed a statistical Generalized Linear Model and other statistical methods to identify variables 
that had the greatest significance in explaining the mortality experience and might be most appropriate 
for use in projecting future experience.  

Initially, the analysis recognized nine variables: sex, attained age, policy year, coverage type (whether 
nursing home only, home health care only, comprehensive, or other), an indicator for the presence of an 
automatic increasing benefit, an indicator that the policy has had a rate increase, the underwriting risk 
class (Preferred, Standard, or Substandard), marital status, and an indicator for whether the policy had an 
unlimited maximum benefit period. 

Some factors were represented by multiple indicator variables. For example, Premium Risk Class was 
represented by three indicators. (For Table 4, we identified the highest Wald Chi-Square value from the 
group of indicators.)  
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Table 4 shows a measure of the significance of the variables under a Poisson distribution and is generally 
representative of other measures. Under other distributions, the factor “Gender” had greater statistical 
significance yet, even here, we deemed the significance to be strong. 
 
TTable 4. Significant Covariates Using Poisson Distribution  

Significant Covariates  
Factor  Wald Chi--Square  

Age 7,838 
Premium Risk Class 5,508 
Lifetime Maximum (Limited or Unlimited) 3,851 
Coverage Type 2,336 
Marital Status (presence of spouse discount) 1,605 
Premium Rate Increase 276 
Policy Year 110 
Gender 6 
Automatic Increasing Benefit Maximums 0 

 

For example, using the standard Chi-squared test in the Poisson distribution, most of the factors had a 
probability of being statistically significant at over 0.9999. Gender had a probability of being statistically 
significant at 0.9884, compared to the Automatic Increasing Benefit Maximum at only 0.2639.  

The factors (variables) were selected based on (1) those that had a high rate of responses (some variables 
had a relatively high number of missing values), (2) those that had a material influence on the mortality 
(sometimes a variable appeared to be statistically significant but only trivially altered the mortality rate), 
and (3) those that were not redundant (not statistically correlated with other factors). Such analysis 
reduced the initial nine to five: sex, age, policy year, underwriting risk class, and marital status. (Age can 
be identified either at issue age or attained age because the presence of policy year correlates the two 
age measurements.).  

The findings, therefore, provide tables that include the five predictive variables. For two of the 
variables—underwriting class and marital status—the underlying data is not homogeneous by 
contributing company because contributing insurers derive or define these differently, and presumably 
the differences for some insurers could be larger for some than others. The findings provide a set of 
tables that offer the option to exclude underwriting risk class and marital status. The NAIC may want to 
consider the optionality of these two variables.  
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DDevelopment of Tables 

The Work Group noticed that the selection period in the data appeared to be about 20 years, and that 
the number of deaths in policy years 21 and over was not very credible. The Work Group, consisting 
primarily of LTCI actuaries, then relied heavily upon Susan Willeat, an actuary from RGA with many years 
of experience in deriving mortality tables. She initially identified a set of ultimate tables prior to 
identifying selection factors. She increased the number of deaths from policy years 15 to 20 to estimate 
the ultimate mortality, and she did so iteratively in order to find a good fit. Starting with an increase of 
anywhere between 2% and 4%, she narrowed the annualized increases to an average of 3%. Therefore, 
the death counts from policy year 15 were increased by a factor of 1.036 in order to identify the number 
of deaths expected without any value from initial underwriting. She adjusted the death counts for policy 
years 16 through 20 in a similar manner. For example, she increased death counts from policy year 19 by 
a factor of 1.032, and from policy year 20 by a factor of 1.03. 

Willeat used the ultimate rates for quinquennial age bands to improve credibility. This result required a 
1.02 overall “true-up” factor to match the actual experience. The Work Group then identified a trend line 
by applying Gompertz’s law (mortality increases exponentially) through the Excel GROWTH function. This 
resulted in a pattern for ages 60 to 89 (in five-year age bands) that the Work Group considered to be 
materially inconsistent with the actual data, so the Work Group modified the approach to find two 
suitable trend lines. Then, the Work Group followed through with applying selection factors and 
calculated final actual to expected factors. The female actual data had only a small departure from ages 
75 to 79, while the male actual data had a major departure that the Work Group deemed unusable. The 
Work Group decided to apply the female ratios to the male data in order to get a better fit. 

Next, the Work Group graduated the curves for ages 60 to 89 using the Karup-King six-point graduation 
technique and then extended the table to younger and older ages using the slope of the 2012 IAM as a 
guide. Initially, the Work Group tried to set the expected mortality rates at younger ages using 90% of the 
2012 IAM, but iteratively found that 100% for males and 120% for females appeared to be a better fit to 
the actual data. For older ages, the Work Group floored the Karup-King results at 107% of the 2012 IAM 
for males and 101% for females. See Figures 1 and 2 below.  
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FFigure 1. Male Ultimate Mortality Rates, Age Last Birthday

Figure 2. Female Ultimate Mortality Rates, Age Last Birthday 
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Applying the Excel “add trendline” options to the issue-age adjusted data, the Work Group found a best 
fit selection pattern with an R-square value of 0.9967. It was a POWER function in the form y = 
0.1736*x.5775. The Work Group modified this slightly to allow policy year 21 to be exactly at 100%, so the 
equation became y = 0.175*x0.5775.  

Further review suggested that there was less value from selection at younger issue ages than at older but 
longer selection periods at younger issue ages than older. For issue ages below 65, the Work Group 
extended the selection period to 30 years and, for issue ages above 70, reduced the selection period to 
10 years. The Work Group graded the selection period between these issue ages. 

Then, the Work Group returned to validate the results by determining the actual-to-expected ratios, as 
shown in Tables 5 and 6.  

TTable 5. Males—Actual-to-Expected Ratio 
Issue Age Range

Policy 
Year

<50 50-54 55-59 60-64 65-69 70-74 75-79 80+ Total

1 119.8% 108.3% 113.0% 97.0% 68.6% 136.1% 138.7% 104.9%
2 37.7% 99.4% 104.9% 109.7% 97.7% 130.0% 79.3% 82.4% 104.7%
3 128.9% 81.0% 96.1% 107.4% 123.1% 94.2% 95.1% 93.8% 104.5%
4 103.1% 107.5% 106.2% 112.5% 116.0% 82.0% 97.4% 102.7% 105.4%

5 83.1% 103.2% 110.4% 99.1% 110.2% 98.9% 89.0% 97.8% 102.2%
6 73.3% 106.7% 107.9% 102.5% 103.2% 96.7% 95.1% 113.4% 101.7%
7 116.1% 96.9% 106.3% 103.1% 89.8% 96.1% 94.2% 113.2% 98.0%
8 90.0% 92.5% 110.4% 89.1% 100.1% 99.2% 111.6% 104.8% 100.7%
9 66.8% 93.3% 102.6% 97.5% 96.1% 108.0% 102.6% 105.6% 101.0%

10 101.3% 77.9% 96.8% 93.1% 104.6% 104.4% 106.2% 110.5% 102.0%
11 98.3% 83.6% 107.3% 93.2% 104.0% 101.2% 103.3% 101.2%
12 87.9% 91.6% 103.3% 96.0% 101.8% 109.2% 104.2% 103.4%
13 113.9% 128.5% 111.1% 98.8% 99.8% 100.7% 98.8% 100.8%
14 116.5% 89.6% 95.0% 93.2% 104.1% 101.3% 95.0% 99.9%
15 104.3% 127.3% 103.9% 98.9% 101.5% 103.8% 98.0% 102.1%
16 96.5% 106.1% 85.3% 97.4% 98.8% 97.8% 97.7%
17 146.6% 99.4% 93.2% 101.9% 103.7% 97.5% 101.0%
18 86.2% 119.2% 135.3% 98.8% 97.2% 99.0% 100.0%
19 78.8% 123.2% 89.7% 95.7% 93.8% 96.0% 94.8%
20 172.5% 95.6% 89.3% 90.4% 99.2% 105.1% 97.0%

Total 97.1% 98.0% 103.8% 97.0% 101.0% 101.9% 102.0% 107.4% 100.9%
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TTable 6. Females—Actual-to-Expected Ratio 
Issue Age Range

Policy 
Year

<50 50-54 55-59 60-64 65-69 70-74 75-79 80+ Total

1 115.6% 81.3% 65.0% 98.8% 85.6% 91.6% 17.6% 83.3%
2 291.9% 85.7% 93.3% 103.1% 90.7% 102.7% 116.9% 63.4% 98.1%
3 139.3% 106.6% 89.6% 107.5% 106.2% 111.9% 102.9% 58.9% 102.6%
4 104.6% 128.9% 111.4% 103.5% 72.7% 99.0% 90.5% 84.9% 97.0%

5 144.8% 85.4% 103.2% 110.8% 103.6% 100.6% 101.8% 106.1% 104.1%
6 77.4% 97.7% 91.5% 86.7% 94.0% 99.6% 85.8% 101.9% 92.5%
7 108.0% 102.3% 94.5% 105.8% 96.4% 83.2% 99.2% 102.7% 96.7%
8 96.6% 100.0% 93.5% 102.6% 95.6% 100.2% 100.8% 99.3% 99.0%
9 78.0% 93.5% 96.7% 102.7% 102.3% 102.7% 99.6% 91.6% 100.1%

10 76.4% 91.6% 105.2% 105.5% 101.5% 107.6% 100.1% 98.4% 102.9%
11 106.2% 98.8% 98.9% 102.1% 105.2% 106.8% 98.2% 102.9%
12 81.1% 96.7% 94.2% 105.1% 95.5% 101.0% 101.9% 99.8%
13 76.0% 87.5% 93.8% 102.0% 99.3% 103.9% 96.8% 100.0%
14 113.1% 90.7% 102.0% 97.6% 98.9% 97.8% 88.7% 97.0%
15 130.7% 126.8% 104.7% 98.6% 95.0% 95.0% 99.1% 97.2%
16 80.0% 101.5% 101.7% 96.9% 98.0% 98.5% 98.1%
17 95.1% 125.1% 104.8% 104.9% 100.4% 101.6% 102.2%
18 99.2% 120.9% 116.1% 104.0% 98.1% 100.6% 101.3%
19 34.8% 97.4% 111.6% 102.3% 95.2% 102.7% 99.2%
20 67.3% 104.3% 99.2% 101.9% 101.3% 101.7% 101.3%

Total 95.7% 99.5% 99.1% 101.7% 98.6% 100.9% 98.2% 96.5% 99.7%

The Work Group followed similar methods for deriving tables by adding underwriting risk classes and 
marital status, both separately and together, and for deriving tables for Active Lives. 

Being healthier than the disabled lives, the mortality rates for the Active Lives are smaller than for Total 
Lives. At very old ages, the mortality of Active Lives is as high as that for Total Lives. Beginning around 
attained age 90, the ultimate Active Lives mortality begins to converge to that of the Total Lives to the 
point they are equal at ages above 100.  

Procedures 

The Work Group initially worked in coordination with the Lapse Subgroup to make sure that the findings 
of the two Subgroups (1) would be consistent and (2) could be used in conjunction with each other. 
Insurers of LTCI typically know when a policy terminates, but they do not necessarily know the reason. 
Often deaths and lapses can be misreported or not be identified at all. Comparing the data to the Social 
Security Database is one way to clarify which of the terminated policies were due to death. This database 
is not without error, yet the Subgroups believed that using it to adjust the data was more credible than 
otherwise. Therefore, the two Subgroups agreed to use a restricted number of contributors identified as 
“Definition 2” (DEFN 2).  
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Early in the process, the Work Group recognized that few of its members had experience in deriving 
mortality tables. Therefore, the group relied heavily upon guidance provided by Marianne Purushotham 
of LIMRA, as well as previous studies performed by the SOA, in order to identify how to calculate the 
actual mortality rates and how to identify the predictive variables (please see Methods above, particularly 
“Exposure” and “Predictive Variables”). When the Work Group reached the point of developing mortality 
tables, it relied heavily upon Susan Willeat. 

The study period is the four-year period 2008 to 2011. The central year of the study’s exposure was 2010; 
to adjust the study to 2020, the Work Group applied the G2 mortality improvement assumptions for 11 
years. If subsequent issue years are to have improvement, the same annual improvement figures can be 
applied. The Work Group applied G2 mortality improvement during the study but did not measure the 
actual mortality improvement. 

Finally, the Work Group chose to follow similar Provisions for Adverse Deviation (PAD) as used by those 
who had derived mortality tables for annuity valuation tables in the past.  

TTable 7. Summary of Valuation or Period Table Ratio to the Basic Table 
Annuity Table  Omega 

Age 
General 

Adjustment to Age 
100  

Adjustment AAge 100+  

1983 GAM 110 90% at all ages 90% at all ages 

1994 GAM 120 93% at all ages Beginning after age 102, graded up from 93% to 
100% when mortality was .5000 or greater. 

1996 IAM 115 90% at all ages Graded from 90% to 100% 

2000 Annuity 115 90% at all ages Graded from 90% to 100% 

2012 IAM 120 90% at all ages Minor grading around age 103 that ends due to a 
capping of the rate at 0.400000 

The Work Group tested the number of contributors of data whose mortality would have been higher than 
the mortality using a similar PAD as used for the 2012 IAM. The grading was performed over the same 
ages as the 2012 IAM but with slightly different and rounded factors. As shown in Figure 3, seven of the 
10 had mortality that was higher overall than identified by the recommended table with this PAD.   
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FFigure 3. Actual-to-Expected Mortality, Total Lives by Company, Without Margins, Policy Years 11 & Over 
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sample of 10 companies is a fair representation of the industry. If the margin were to cover 80% or 90% 
of the companies, the expected deaths would need to be reduced by 16% or 22%, figures which seem 
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DDisclosures  

1. The Work Group relied upon the following reports and parties to perform its work.
a. SOA Long Term Care Experience Study Committee for the collection of the data.
b. LIMRA, MIB, and Willis Towers Watson for “cleaning” the data (part of the SOA Long-

Term Care Experience Study Committee work).
c. The SOA report titled “Experience Study Calculations” by David Atkinson and John

McGarry.13

d. Marianne Purushotham and LIMRA for calculating the exposure and identifying the
statistical significance of predictive variables.

e. Susan Willeat of RGA Reinsurance Company for developing the mortality tables.

2. The findings of this study have important limitations as follows.
a. The data was for traditional, stand-alone LTCI. Mortality for combination or hybrid

products may differ. Also, what represents provision for adverse experience on
combination products will likely differ. Similarly, the mortality may differ for other
products that have some features in common with LTCI (i.e., short-term care products).

b. The Social Security Database may not be as accurate as expected and, therefore, the
mortality assignments for terminations may be misleading.

c. The predictive variables may not be defined consistently among the contributors. This is
particularly true for marital status and underwriting risk class.

d. The data for later policy durations and extremely old ages may not be fully credible.
e. The trend or mortality improvement from 2010 to 2020 based on the 2012 IAM may not

have represented the LTCI insured population.

3. Recommendations for further study
a. Update this study when mortality at extremely old ages and later policy durations

becomes more credible.
b. While individual insurance companies are not the intended users of the findings from this

study, they may find value in identifying mortality within their own definitions of marital
status and underwriting risk class, particularly if they have maintained their definitions
over the entire population within the data being analyzed. Insurance companies may
want to compare their own mortality to this study.

13 https://www.soa.org/globalassets/assets/Files/Research/2016-10-experience-study-calculations.pdf  
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MMortality Tables 

The mortality tables presented in this report should be used with the full understanding of how they were 
derived and the purpose for which they were intended.  

Basic tables are without margin (they are smoothed and extrapolated actual experience with the ability to 
apply G2 mortality improvement for a specified period of improvement). 

Total or Active Lives may be selected, as well as the following parameters: 
Sex, Issue age, and Policy year
Sex, Marital status, Issue age, and Policy year
Sex, Underwriting risk class, Issue age, and Policy year
Sex, Marital status, Underwriting risk class, Issue age, and Policy year

Valuation tables are derived by multiplying the “Expected” mortality rates by a factor of 0.90 with the 
margin factor grading to 1.00 at very old ages. 

Mortality Improvement 

Mortality improvement is observed in the general population and all insured lines of business. Mortality 
improvement scales are almost always based on Social Security Administration general population data 
over decades of time. 

The Work Group is recommending the G2 Scale developed by the American Academy of 
Actuaries/Society of Actuaries Payout Annuity Table Team in the development of the 2012 Individual 
Annuity Reserving Table (2012 IAR). The recommended improvement starts from the midpoint of the 
observation period for the mortality data, 2008 to 2011 inclusive to the end of 2020 (i.e., 11 years of 
improvement). 

ASOP No. 18, Long-Term Care Insurance,14 section 3.2.8 “Change-over-Time Assumptions” requires the 
actuary to consider assumptions that change over time. Mortality improvement from the period observed 
to the period for which the assumption is to be used should be considered. The LTCAWG may consider 
alternative projection scale(s) to that recommended by the Work Group. The impact of improvement to 
the ultimate basic (without margin) mortality is illustrated in Table 8 below. 

The G2 scale is recommended for improvement from the observation period to the end of 2020 for both 
total life mortality and active life mortality. The Work Group chose the G2 scale as it is a contemporary 
mortality improvement scale developed from Social Security Administration’s mortality data. The G2 scale 
was developed by the 2012 IAR Work Group. We note that the ultimate LTC mortality table developed by 
the Work Group has a substantially similar shape and level as the 2012 IAM table. The Work Group is not 
making any recommendations for disabled life mortality as that is outside of the scope of the request 
from the LTCAWG.  

14 Actuarial Standards Board; Actuarial Standard of Practice No. 18, Long-Term Care Insurance, May 2011. 
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Additionally, an alternative the LTCAWG may consider is improvement of total life mortality and active life 
mortality beyond 2020, either for all policies for which the recommended mortality would apply (i.e., 
calendar year), or by issue year with no improvement beyond the issue year. 

We used the Actuarial Guideline 51 (AG51) sample cells to show the sensitivity of applying the mortality 
improvement to 2020 and applying it indefinitely beyond 2020 for policies issued in 2020. 

The following reserve amounts in Table 8 are for illustrative purposes only to provide an indication of how 
the mortality improvement might affect them. The interest rate used for discounting was 3.50%. The 
decrements are based on the recommendations in this report, assuming a Preferred premium rate 
class. The underlying incidence rates were based on the SOA 2015 LTC Experience Study’s GLM model #2, 
without diagnosis. They were increased to account for the impact of the elimination period on the 
incidence. The claim terminations were calculated using the SOA 2015 LTC Experience Study’s GLM model 
#2, applying the same continuance assumption during the elimination period as used to adjust the 
incidence. The recoveries were set at the difference between the total terminations and assumed 
disabled lives mortality. Mortality could not be higher than total terminations. The utilization was set at 
100%.  

TTable 8. Sample Active Life Reserves 

Sample Active Life Reserves

Sample 1 = Female, Issue Age 55, Unlimited Benefits with Automatic 5% Compound Increases in Maximums 
Sample 2 = Female, Issue Age 55, Three Year Lifetime Benefit Maximum, with no increases in Maximums 

Policy Year Fifteen (15)  Policy Year Thirty (30) 

Reserve RRatio relative to no 
improvement 

Reserve RRatio relative to no 
improvement 

Sample 1 NNo Improvement Scenario  198,960 380,135 

No Disabled Lives Mortality Improvement  
Active Lives Improvement to 2020 Scenario 199,866 100% 393,799 104%
Active Lives Indefinite Improvement Scenario 200,563 101% 417,195 110%

Disabled Lives Mortality Improvement  
Active Lives Improvement to 2020 Scenario 202,219 102% 399,149 105%
Active Lives Indefinite Improvement Scenario 210,963 106% 437,879 115%

Sample 2 NNo Improvement Scenario  16,008 24,111 

No Disabled Lives Mortality IImprovement 
Active Lives Improvement to 2020 Scenario 16,081 100% 24,999 104%
Active Lives Indefinite Improvement Scenario 16,138 101% 26,524 110%

Disabled Lives Mortality Improvement  
Active Lives Improvement to 2020 Scenario 16,084 100% 25,186 104%
Active Lives Indefinite Improvement Scenario 16,142 101% 27,086 112%
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The Work Group offers the following additional observations with respect to mortality improvement for 
valuation: 

1. There is currently no known industry study on LTC mortality trends. There is evidence of mortality
improvement trends in both general and annuitant populations. Because mortality experience for
Individual Annuitants and LTC policyholders appear to have similar shapes (see figures 4 and 5,
below), it is reasonable to assume that mortality improvement exists in LTC as well.

FFigure 4. Female Ultimate Mortality Rates, Age Last Birthday 
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FFigure 5. Male Ultimate Mortality Rates, Age Last Birthday

2. If no future mortality improvements are assumed in the valuation of liabilities, the valuation
tables may be inadequate in the future if there is indeed future improvement and the built-in
margin for conservatism is eroded. This may be an acceptable position if industry experience can
be monitored in a timely manner.

3. With respect to the choice of G2 scale for LTC, there is a possibility that LTC policyholders have
greater improvement than annuitants because they tend to have a higher socioeconomic status.
Again, timely industry experience monitoring is necessary.

4. In a first-principle valuation method, active and disabled policyholders are modeled separately
(disabled policyholders tend to have materially higher mortality than active policyholders). A
decision needs to be made on whether mortality improvement applies to both active and
disabled policyholders or to actives only.

a. There is evidence of disabled lives mortality improvement in Social Security disabled
beneficiaries’ data. There is also evidence of improvement in disabled retired persons’
data (RP-2000 and RP-2014 tables). However, the definition of disability varies
considerably among disabled populations.

b. From a comparison of five-year survival rates of disabled samples in the National Long-
Term Care Surveys, there is no evidence of mortality improvement.15 Comparison of

15 “Disabled Mortality and the Impact on Life Expectancy: An LTC Perspective,” 2017 SOA Annual Meeting, Session 83. 
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disabled mortality rates by calendar year using the 2000–2011 SOA LTC Inter-Company 
Study is inconclusive with respect to mortality improvement trends. 

c. Requiring mortality improvement on total lives may be inconsistent with not requiring
improvement on disabled lives.

d. For financial projections and valuation under generally accepted accounting principles
(GAAP), industry practice has been to assume mortality improvement on active
policyholders only.

e. Disabled mortality improvement is an unresolved issue in LTC. A reasonable approach is
to allow companies to choose disabled mortality improvement or not. AG51 may
consider requiring sensitivity analysis with respect to this assumption.

5. Currently, there is no conclusive indication whether COVID-19 will have a permanent impact on
future LTC mortality experience. The coronavirus may subside, and vaccines may be effective so
that the impact on mortality is only temporary. On the other hand, herd immunity may be
difficult to develop, so the impact may linger. Early data suggests that COVID-19 has a relatively
flat excess percentage of mortality across ages above 60. It is, therefore, unclear how COVID-19
may affect future mortality improvement trends. If COVID-19’s impact is permanent, then the
recommended tables will likely have additional margins.
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IIV. LAPSE 
 

Developmental Process 

Similar to the mortality tables, the following general steps were taken to derive the recommended lapse 
tables:  

Check reasonableness of provided data using published SOA summary data. 
Determine predictive factors for lapse tables. 
Develop raw rates. 
Smooth rates. 
Develop factors. 
Calculate expected lapses based on preliminary proposed rates with factors. 
Compare actual lapses to expected lapses. 

 
Study Period 

As noted previously, lapse data from the DEFN 2 participating companies for the most recent four-year 
period (2008–2011) of the 2000–2011 SOA LTC Intercompany Study was used for the lapse tables. As 
suggested by Figure 6 below, there appears to be a declining trend in lapses, perhaps impacted by 
improved death coding over the SOA study period from 2000 to 2011, especially at the later policy 
durations beyond year 13.  

Figure 6. Lapse Rates by Policy Duration and Study Period, All Issue Ages, DEFN 2 Companies 
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LLapse and Exposure Definitions 

The recommended lapse tables to be developed pertain to voluntary lapses. Voluntary lapses are defined 
as policy terminations due to nonpayment of premium, group termination, policy conversion, and other 
terminations with unknown causes. Terminations due to benefit exhaustion were excluded. However, it is 
possible that certain companies might have classified benefit exhaustions as other terminations with 
unknown causes.  

Annual lapse rates for the recommended tables are ratios of counts over exposures. Both counts and 
exposures are tabulated on a policy year basis. During any policy year, a policy contributed to a lapse 
count if the policy lapsed during the policy year. Because almost all LTC policies waive premiums during 
claim, we assumed that the lapse counts are the same on both total-lives and active-lives bases. 

Exposures are also determined on a policy year basis. A full year of total-lives exposure for lapse 
(consistency with mortality) is assigned if a policy is in force at the beginning of the policy year and still in 
force at the end of the policy year or if the policyholder lapsed during the policy year. If the policy 
terminated for any other reasons, a partial year of exposure is assigned based on the month during which 
the policy terminated.  

For active lives lapse exposures, the policy must not be on claim at the beginning of the policy year. If a 
policy becomes active during a policy year, partial exposure is assigned from the first month of being 
active. 
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DData Credibility 
 

Based on the selected data, Figures 7 and 8 below summarize the lapse counts by issue age group and 
policy duration with respect to credibility, using 1,082 counts or more as a measure of full credibility. 

Figure 7. Minimum of Number of Individual Lapses and 1,082 (Full Credibility) by Issue Age Group and 
Policy Duration 
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The graphs indicate that the majority of the developed rates in issue age and duration cells are fully 
credible, except for certain cells in the later policy durations.  

As shown in the graph for individual lapses (Figure 7), lapse counts for policy duration 11 and over for the 
issue age group Under 55 are only partially credible. Thus, it is inadvisable to split the Under 55 issue age 
group further. This also holds for group lapses (Figure 8) in the issue age group 60 and over for policy duration 
beyond the sixth year. Any further subdivision would render the results not credible.  

PPredictive Variables 

LIMRA, the statistical agent for the Study, performed a multivariate analysis of the tabulated lapse data. A 
logistic regression model with forward selection produced the following ranked results of factor 
significance based on Wald Chi-Square: 

Table 9. Ranked Results of Significant Covariates (Wald Chi-Square)  
Significant Covariates  

Factor  Wald Chi--Square  
Policy Year 37,460 
Premium Status 24,051 
Attained Age 22,168 
Underwriting Type 20,696 
Periodic Premium Level 15,548 
Marital Status 3,004 
Premium Mode 2,348 
Physician Statement 1,570 
Marital Discount 917 
Rate Increase Indicator 572 

 

Policy year, attained age, underwriting type, premium level, and marital status appeared to be key factors 
for table development. 

These findings are consistent with the results from the corresponding model for mortality. Accordingly, 
the Work Group decided that the factors for both mortality and lapse should be as identical as possible. 
That is, the lapse table will utilize policy year, attained age (in the form of issue age and policy duration), 
underwriting type, and marital status as factors. 

For group LTC business, the vast majority of certificates are guaranteed issue and marital status is 
typically not known. Therefore, these factors would not apply to group business.  
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DDevelopment of Tables 
 

As shown in Figures 9 and 10, raw individual and group lapse rates for total lives by issue age group and 
policy duration were determined as ratios of lapse counts over exposures.  

Figure 9. Raw Lapse Rates by Issue Age, Group and Policy Duration, Individual, Total Lives 

 

Figure 10. Raw Lapse Rates by Issue Age, Group and Policy Duration, Group, Total Lives 
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later policy durations and older attained ages. Due to the declining trend by calendar year, the Work 
Group believes it is prudent to be conservative at the later policy durations. Accordingly, the raw lapse 
rates were adjusted to be non-increasing by policy duration.  

Note that, for group lapse rates, policy durations from year 11 through 15 were aggregated in order to 
improve data credibility at these durations. 

To derive the recommended lapse rates for total lives by issue age group and policy duration, the raw 
rates were smoothed by fitting them to either a 2-degree polynomial or a power function. A polynomial 
or power equation was chosen by visualizing the fit in an Excel graph. Figures 11 and 12 below display the 
recommended lapse rates. 

FFigure 11. Smoothed Lapse Rates by Issue Age Group and Policy Duration 
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FFigure 12. Smoothed Lapse Rates by Issue Age Group and Policy Duration Group, Total Lives 
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UUnderwriting Risk Class and Marital Status Factors for Individual Business 

The underwriting risk class and marital factors for total lives individual lapses were determined by policy 
duration only with the same factors applying to all issue age groups. Lapse rates by policy duration for the 
three underwriting classes—preferred, standard, and substandard—were first calculated. The factors are 
the ratios of these lapse rates to the overall durational lapse rates without underwriting distinction. These 
factors for the three classes were smoothed to arrive at the final proposed factors. A similar process was 
also performed for marital status. Figures 13 and 14 below show the raw and the smoothed factors. 

Figure 13. Raw and Smoothed Factors for Underwriting Class 
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FFigure 14. Raw and Smoothed Factors for Marital Status 
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DDevelopment of Margin Recommendation 

The recommended lapse tables and factors represent best estimates of future long-term care lapse 
events based on past experience. In order to use these tables for valuation purposes, a margin of 
conservatism should be added to cover a company’s variation from industry experience. The Work Group 
was able to obtain lapse data from individual participating companies that made up the aggregate data 
for the recommended lapse table construction. A ratio of actual lapses to expected lapses based on the 
recommended lapse tables was calculated for each company. The results are shown in Figure 15: 

Figure 15. Actual-to-Expected Lapses, Individual Total Lives, by Company, Without Margins, Policy Years 
11 & Over  

One company with an abnormally high actual-to-expected ratio was excluded in the comparison. The 
actual-to-expected ratio for two out of nine companies was above 100%. However, a 15% margin on the 
recommended lapse tables would result in six out of nine companies’ actual lapses exceeding the newly 
expected number of lapses based on the more conservative lapse tables. Accordingly, the Work Group 
recommends a 15% margin. 

40%

60%

80%

100%

120%

140%

160%

A B C D E F G I J

Ac
tu

al
 to

 E
xp

ec
te

d 

Company

A 15% margin will 
result in 6 out of 9 
companies with over 
100% actual lapses to 
the new expected

© 2022 National Association of Insurance Commissioners 33

Attachment Three-A 
Health Actuarial (B) Task Force 

3/29/22



34 

Copyright © 2021 by the American Academy of Actuaries. All rights reserved. 
Copyright © 2021 by the Society of Actuaries Research Institute. All rights reserved. 

CComparison of Recommended Lapse Tables With Actual Experience 

In order to assess the reasonableness of the recommended lapse tables relative to past experience, the 
Work Group performed a series of comparisons.  

Figure 16 compares the actual total lives Individual lapses by policy duration to the expected number of 
lapses based on the recommended lapse tables. 

Figure 16. Actual-to-Expected Lapses, Individual Total Lives, by Policy Duration, With and Without 
Margins 

The greater-than-100% actual-to-expected ratio beyond the ninth duration is due to the restriction of 
non-increasing lapse rates by policy duration. The overall actual-to-expected is 106%. With the margin, 
the overall actual-to-expected is 125%. The Work Group believes the recommended lapse rates by policy 
durations relative to actual experience are reasonable in light of the declining trends in recent experience 
years. 
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The Individual total lives actual lapses to expected by issue age group are shown in Figure 17. 

FFigure 17. Actual-to-Expected Lapses, Individual Total Lives, by Issue Age Group, With and Without 
Margins 

The non-increasing limitation by policy duration has the greatest impact on issue ages 70 and over. 
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Figure 18 shows the total lives individual actual-to-expected ratios by marital status and underwriting risk 
class. 

FFigure 18. Actual-to-Expected Lapses, Individual Total Lives, by Martial Status and Underwriting Class, 
With and Without Margins 

The actual-to-expected ratios are relatively close to the overall actual-to-expected without the margin. 

The total lives group actual lapses to expected by policy duration are provided in Figure 19: 

Figure 19. Actual-to-Expected Lapses, Group Total Lives, by Policy Year, With and Without Margins 

106% 105% 105% 109% 104%

125% 124% 123% 128% 123%

60%

80%

100%

120%

140%

160%

180%

200%

Married Not Married Preferred Standard Substandard

Ac
tu

al
 to

 E
xp

ec
te

d Without Margins

With Margins

Marital Status Underwriting Class

60%

80%

100%

120%

140%

160%

180%

200%

1 2 3 4 5 6 7 8 9 10 11-15 16+ All
Years

Ac
tu

al
 to

 E
xp

ec
te

d

Policy Year

Without Margins

With Margins

© 2022 National Association of Insurance Commissioners 36

Attachment Three-A 
Health Actuarial (B) Task Force 

3/29/22



37 

Copyright © 2021 by the American Academy of Actuaries. All rights reserved. 
Copyright © 2021 by the Society of Actuaries Research Institute. All rights reserved. 

Without margin, the actual-to-expected ratios are relatively stable during the first eight policy durations 
but slightly exceed 100% thereafter. The Work Group believes the slight conservatism is justified due to 
the significance of the lapse rates at higher durations for valuation purposes.  

The total lives group actual lapses to expected by issue age group are shown in Figure 20:  

FFigure 20. Actual-to-Expected Lapses, Group Total Lives, by Issue Age Group, With and Without Margins 

The corresponding comparisons for actives lives lapses produced similar results as for total lives lapses. 
These comparisons are presented in Appendix 2. 

Recommended Lapse Tables 

The recommended lapse tables for total lives and active lives are shown in Appendix 3. The individual 
lapse rates vary by issue age group, policy duration, marital status and underwriting class. The group 
lapses rates vary by issue age group and policy duration. 
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VV. TOTAL TERMINATION

A policy may lapse because the policyholder died. Verification of death is not always possible, and results 
vary from company to company. Accordingly, the delineation between voluntary lapse and death is not 
precise for long-term care insurance. The Work Group performed a check on total terminations (i.e., 
combining lapses and deaths) to ensure that the recommended lapse and mortality tables reasonably 
represent actual combined experience.  

The lapse and death components that made up the total lives individual actual-to-expected are shown in 
Figure 21: 

Figure 21. Actual-to-Expected Mortality and Lapse, Individual Total Lives, With and Without Margins 

During the study period 2008–2011, there were approximately 79,000 deaths and 200,000 lapses. The 
slightly aggressive actual-to-expected deaths are more than offset by the conservatism from that for 
lapses. For terminations that occurred beyond policy year 15, there were 11,000 deaths and only 8,800 
lapses.  

The individual total lives actual total terminations are slightly greater than the expected with and without 
margins beyond the 10th policy duration, as seen in Figure 22: 
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FFigure 22. Actual-to-Expected Total Terminations, Individual Total Lives, by Policy Year, With and Without 
Margins 

As shown in Figure 23 below, the actual-to-expected is slightly increasing by issue age group: 

Figure 23. Actual-to-Expected Total Terminations, Individual Total Lives, by Issue Age Group, With and 
Without Margins 
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For group business, the actual total terminations are slightly less than the expected without margins 
beyond the 15th policy year, as shown in Figures 24 and 25 below: 

FFigure 24. Actual-to-Expected Mortality and Lapse, Group Total Lives, With and Without Margins 

Figure 25. Actual-to-Expected Total Terminations, Group Total Lives, by Policy Duration, With and 
Without Margins 

The actual total terminations are greater than the expected with margins for all policy durations. 
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By issue age group, the group total lives actual total terminations are equal to or slightly greater than the 
expected without margins for all issue age groups. As seen in Figure 26, actual total terminations are 
greater than the expected with margins for all issue age groups. 

FFigure 26. Actual-to-Expected Total Terminations, Group Total Lives, by Issue Age Group, With and 
Without Margins 

The relationship of actual-to-expected total terminations for actives lives is very similar to that for total 
lives.  

In conclusion, the Work Group is satisfied with the recommended tables in that the implied total 
terminations are consistent with actual experience.  
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VVI. APPENDICES

Appendix 1—LTCAWG Request 

5/5/16 

The Long-Term Care Valuation (B) Work Group of the NAIC Health Actuarial (B) Task Force’s Long-Term 
Care Actuarial (B) Working Group requests assistance from the American Academy of Actuaries 
(Academy) and the Society of Actuaries (SOA) with the following: 

1) Develop a replacement mortality table for the current statutorily prescribed long-term care (LTC)
mortality basis for active life reserves (ALR), the 1994 Group Annuity Mortality Static Table. The
replacement mortality table is to be based on the 2012 Individual Annuity Mortality Table, and
should vary, where appropriate, by issue age, gender, and individual versus group policy.
Consider whether it would be prudent to develop a margin for conservatism to be applied to the
table for ALR. Such a margin may be in the form of select and ultimate factors reflective of data
studied in the recent SOA/Life Insurance Research Marketing Association (LIMRA) LTC Voluntary
Lapse and Mortality Experience Study.

2) Develop a proposal to replace the current statutorily prescribed LTC voluntary lapse parameters.
The proposal is to be developed using data from the recent SOA/Life Insurance Research
Marketing Association (LIMRA) LTC Voluntary Lapse and Mortality Experience Study, and should
vary, where appropriate, by issue age, gender, policy duration, individual versus group policy as
well as by the presence of specific benefits features that show evidence of producing different
lapse experience historically than others.

3) For both items above, consider whether the required assumptions used for determining ALR
should be modified depending upon whether the morbidity tables used in determining ALR are
based on an active lives only or an all lives approach.

Please provide updates on progress as, available, and provide final results for mortality and lapses 
separately if they are completed at different times. 

Thank You, 

Perry Kupferman, Chair, Long-Term Care Actuarial (B) Working Group 
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AAppendix 2—Active Lives Actual Lapses to Expected Comparisons  

Figure 27. Actual-to-Expected Lapses, Individual Active Lives, by Policy Duration, With and Without 
Margins 

Figure 28. Actual-to-Expected Lapses, Individual Active Lives, by Issue Age Group, With and Without 
Margins 
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FFigure 29. Actual-to-Expected Lapses, Individual Active Lives, by Martial Status and Underwriting Class, 
With and Without Margins 

Figure 30. Actual-to-Expected Lapses, Group Active Lives, by Policy Duration, With and Without Margins 
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FFigure 31. Actual-to-Expected, Group Active Lives, by Issue Age Group, With and Without Margins 
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AAppendix 3—Recommended Lapse Tables 

Double-click this icon to download an Excel version of these recommended individual and group lapse 
tables:  

LTC Lapse Tables.xlsx

Table 10. Recommended Individual Lapse Rates—Total Lives (With Margins) 
Issue Age Group  Marital Status  

Adjustment Factor 
Underwriting Class  
Adjustment Factor 

Policy  
Year  

Under 
55 

55--
59 

60--
64 

65--
69 

70--
74 

75 &  
Over  

Married  Single  Unknown  Preferred  Standard  Sub-- 
standard  

1 5.2% 2.9% 3.9% 3.7% 4.6% 6.6% 0.89 1.47 1.00 1.04 0.88 1.16 

2 4.5% 2.6% 2.5% 2.6% 3.2% 4.8% 0.88 1.49 1.00 1.07 0.84 1.14 

3 3.9% 2.2% 2.0% 2.1% 2.6% 4.1% 0.87 1.52 1.00 1.08 0.82 1.12 

4 3.4% 2.0% 1.6% 1.9% 2.3% 3.6% 0.86 1.53 1.00 1.09 0.82 1.11 

5 2.9% 1.7% 1.4% 1.7% 2.1% 3.2% 0.85 1.54 1.00 1.09 0.82 1.09 

6 2.6% 1.5% 1.3% 1.5% 2.0% 3.0% 0.84 1.55 1.00 1.09 0.84 1.07 

7 2.2% 1.4% 1.2% 1.4% 1.8% 2.8% 0.83 1.55 1.00 1.07 0.88 1.05 

8 1.9% 1.2% 1.1% 1.4% 1.7% 2.6% 0.82 1.54 1.00 1.05 0.92 1.03 

9 1.6% 1.0% 1.0% 1.3% 1.6% 2.6% 0.82 1.53 1.00 1.03 0.98 1.02 

10 1.4% 0.9% 0.9% 1.2% 1.5% 2.4% 0.81 1.52 1.00 0.99 1.06 1.00 

11 1.3% 0.8% 0.9% 1.2% 1.4% 2.3% 0.81 1.50 1.00 0.95 1.14 0.98 

12 1.1% 0.7% 0.9% 1.1% 1.4% 2.2% 0.80 1.48 1.00 0.95 1.14 0.98 

13 0.9% 0.6% 0.8% 1.1% 1.4% 2.1% 0.80 1.45 1.00 0.95 1.14 0.98 

14 0.8% 0.5% 0.8% 1.0% 1.3% 2.0% 0.79 1.41 1.00 0.95 1.14 0.98 

15 0.7% 0.5% 0.8% 1.0% 1.3% 2.0% 0.79 1.37 1.00 0.95 1.14 0.98 

16 & 
Over  

0.6% 0.4% 0.7% 0.9% 1.2% 2.0% 0.79 1.33 1.00 0.95 1.14 0.98 
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TTable 11. Recommended Group Lapse Rates—Total Lives (With Margins)   
Issue Age Group  

Policy Year  
 

Under 35  35--39  40--44  45--49  50--54  55--59  60 & Over  
1 

 
19.4% 13.8% 11.2% 9.0% 7.8% 8.0% 6.9% 

2 
 

16.7% 11.4% 9.4% 7.6% 6.5% 6.5% 5.6% 
3 

 
14.2% 9.5% 7.8% 6.4% 5.4% 5.2% 4.5% 

4 
 

12.0% 7.9% 6.5% 5.4% 4.5% 4.2% 3.6% 
5 

 
9.9% 6.5% 5.5% 4.5% 3.8% 3.4% 2.9% 

6 
 

8.1% 5.4% 4.6% 3.8% 3.1% 2.8% 2.3% 
7 

 
6.5% 4.5% 3.8% 3.2% 2.6% 2.2% 1.9% 

8 
 

5.2% 3.7% 3.2% 2.7% 2.2% 1.8% 1.5% 
9 

 
4.0% 3.1% 2.7% 2.3% 1.8% 1.5% 1.2% 

10 
 

3.1% 2.5% 2.2% 1.9% 1.5% 1.2% 1.0% 
11 

 
2.4% 2.1% 1.9% 1.6% 1.3% 1.0% 0.8% 

12 
 

2.4% 2.1% 1.9% 1.6% 1.3% 1.0% 0.8% 
13 

 
2.4% 2.1% 1.9% 1.6% 1.3% 1.0% 0.8% 

14 
 

2.4% 2.1% 1.9% 1.6% 1.3% 1.0% 0.8% 
15 

 
2.4% 2.1% 1.9% 1.6% 1.3% 1.0% 0.8% 

16 & Over 
 

1.9% 1.7% 1.5% 1.4% 1.1% 0.8% 0.6% 
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TTable 12. Proposed Individual Lapse Rates—Active Lives (No Margins) 
Issue Age Group Marital Status

Adjustment Factor
Underwriting Class
Adjustment Factor

Policy
Year

Under 
55

55-
59

60-
64

65-
69

70-
74

75 &
Over

Married Single Unknown Preferred Standard Sub-
standard

1 6.1% 3.4% 4.6% 4.4% 5.4% 7.8% 0.89 1.47 1.00 1.04 0.88 1.16

2 5.3% 3.0% 2.9% 3.1% 3.8% 5.7% 0.88 1.49 1.00 1.07 0.84 1.14

3 4.6% 2.6% 2.3% 2.5% 3.1% 4.8% 0.87 1.52 1.00 1.08 0.82 1.12

4 4.0% 2.3% 1.9% 2.2% 2.7% 4.2% 0.86 1.53 1.00 1.09 0.82 1.11

5 3.4% 2.0% 1.7% 2.0% 2.5% 3.8% 0.85 1.54 1.00 1.09 0.82 1.09

6 3.0% 1.8% 1.5% 1.8% 2.3% 3.5% 0.84 1.55 1.00 1.09 0.84 1.07

7 2.6% 1.6% 1.4% 1.7% 2.1% 3.3% 0.83 1.55 1.00 1.07 0.88 1.05

8 2.2% 1.4% 1.3% 1.6% 2.0% 3.1% 0.82 1.54 1.00 1.05 0.92 1.03

9 1.9% 1.2% 1.2% 1.5% 1.9% 3.0% 0.82 1.53 1.00 1.03 0.98 1.02

10 1.7% 1.1% 1.1% 1.4% 1.8% 2.8% 0.81 1.52 1.00 0.99 1.06 1.00

11 1.5% 0.9% 1.0% 1.4% 1.7% 2.7% 0.81 1.50 1.00 0.95 1.14 0.98

12 1.3% 0.8% 1.0% 1.3% 1.6% 2.6% 0.80 1.48 1.00 0.95 1.14 0.98

13 1.1% 0.7% 0.9% 1.3% 1.6% 2.5% 0.80 1.45 1.00 0.95 1.14 0.98

14 0.9% 0.6% 0.9% 1.2% 1.5% 2.4% 0.79 1.41 1.00 0.95 1.14 0.98

15 0.8% 0.6% 0.9% 1.2% 1.5% 2.4% 0.79 1.37 1.00 0.95 1.14 0.98

16 & 
Over

0.7% 0.5% 0.8% 1.1% 1.4% 2.3% 0.79 1.33 1.00 0.95 1.14 0.98
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TTable 13. Recommended Group Lapse Rates—Active Lives (With Margins) 
Issue Age Group

Policy Year Under 35 35-39 40-44 45-49 50-54 55-59 60 & Over

1 19.4% 13.8% 11.2% 9.0% 7.8% 8.0% 6.9%

2 16.7% 11.5% 9.4% 7.6% 6.5% 6.5% 5.6%

3 14.2% 9.5% 7.8% 6.4% 5.4% 5.2% 4.5%

4 12.0% 7.9% 6.5% 5.4% 4.5% 4.3% 3.7%

5 9.9% 6.5% 5.5% 4.5% 3.8% 3.5% 3.0%

6 8.1% 5.4% 4.6% 3.8% 3.2% 2.8% 2.5%

7 6.5% 4.5% 3.8% 3.2% 2.6% 2.3% 2.0%

8 5.2% 3.7% 3.2% 2.7% 2.2% 1.9% 1.7%

9 4.0% 3.1% 2.7% 2.3% 1.8% 1.5% 1.4%

10 3.1% 2.6% 2.2% 1.9% 1.5% 1.3% 1.1%

11 2.4% 2.1% 1.9% 1.6% 1.3% 1.0% 0.9%

12 2.4% 2.1% 1.9% 1.6% 1.3% 1.0% 0.9%

13 2.4% 2.1% 1.9% 1.6% 1.3% 1.0% 0.9%

14 2.4% 2.1% 1.9% 1.6% 1.3% 1.0% 0.9%

15 2.4% 2.1% 1.9% 1.6% 1.3% 1.0% 0.9%

16 & Over 1.9% 1.8% 1.5% 1.4% 1.1% 0.8% 0.7%
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AAppendix 4—Recommended Mortality Tables 

Please double-click this icon to download an Excel version of the recommended mortality tables: 

LTC Mortality 
Tables.xlsx
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6/4/14 

The Long-Term Care Valuation (B) Subgroup of the NAIC Health Actuarial (B) Task Force’s Long-Term 
Care Actuarial (B) Working Group requests the assistance of the Society of Actuaries with the following: 

- Evaluation of the appropriateness of using the 2012 Individual Annuity Reserving Tables (2012
IAR), or an appropriate percentage of it, as a mortality basis for individual long-term care
insurance reserving for policies issued after a given future date instead of the currently used 1994
Group Annuity Mortality Table (1994 GAM).

- Evaluation of the appropriateness of using 2012 IAR, or an appropriate percentage of it, as a
mortality basis for group long-term care insurance reserving for policies issued after a given
future date instead of the currently used 1994 Group Annuity Mortality Table (1994 GAM).

Ideally, the Society of Actuaries will provide the Long-Term Care Valuation (B) Subgroup with periodic 
progress updates, culminating in a recommendation for or against the use of the 2012 IAR as a mortality 
basis for long-term care insurance reserving. 

Https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member Meetings/2022 NAIC Meetings/Spring National 
Meeting/Committee Meetings/HEALTH INS and MANAGED CARE (B) COMMITTEE/Health Actuarial (B) TF/Conference Calls/3-9 
LTCAWG/LTC Val SG Request to SOA 6-3-14.docx  
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SOCIETY OF ACTUARIES
RESEARCH UPDATE TO 
HATF
March 29, 2022

R. DALE HALL, FSA, MAAA, CERA, CFA
Managing Director of Research

Experience Studies

2

Project Name Objective Expected Completion Date

2000‐2011 LTC Lapse and Mortality 
Valuation Assumptions

Develop a replacement mortality LTC valuation table and a 
proposal to replace the current LTC voluntary lapse parameters. 
Work done in conjunction with the AAA.

https://www.soa.org/resources/research‐
reports/2021/2021‐ltc‐mortality‐lapse‐study/

2006‐2015 Individual Disability Income ‐
Experience Modifications to the 2013 
Individual Disability Income Valuation Table 
Claim Termination Rates

Complete a study of claim termination for individual disability 
and release a report of Experience Modifications to the 2013 
Individual Disability Income Valuation Table Claim Termination 
Rates

https://www.soa.org/resources/experience‐
studies/2021/2006‐14‐idiet‐report/

2006‐2015 Individual Disability Income ‐
Experience Modifications to the 2013 
Individual Disability Income Valuation Table 
incidence Rates

Complete a study of claim incidence rates for individual disability 
and release a report of Experience Modifications to the 2013 
Individual Disability Income Valuation Table base incidence 
factors.

5/17/2022

2000‐2019 Long Term Care Experience 
Study ‐ Data Rquest

Develop a database for Long‐Term Care claim termination and 
incidence experience.

6/30/2023

1

2
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Practice Research

3

Project Name Objective Expected Completion Date
2022 Health Care Cost Model v3.0

Release a model that will enable users to estimate health care cost levels in insured plans across a wide 
variety of Return Stage scenarios. (Robert Wood Johnson Foundation funded project).

https://www.soa.org/resources/research‐reports/2021/covid‐19‐cost‐model/

Getzen Model 2022 Update
Annual update of the long term Medical trend report created by Tom Getzen.

https://www.soa.org/resources/research‐reports/2021/2021‐getzen‐model/

How Does Where You Live Impact Your Health
Quantitative SDOH research project.

https://www.soa.org/resources/research‐reports/2022/live‐impact‐health/

Modeling the Individual Costs of Kidney Disease Build a model to track the progression of kidney disease to help actuaries estimate future kidney costs. https://www.soa.org/resources/research‐reports/2021/2021‐costs‐of‐chronic‐kidney‐
disease/

Interaction Between Health Care Rating Factors with Race, Ethnicity and 
Socioeconomic Status

Study and further enhance methods to avoid or mitigate unintentional, adverse outcomes related to 
rating factors of tobacco use, industry, and geography in U.S. health insurance pricing.

4/30/2022

Medicaid Underwriting Gain Build on a previous project designed to provide a theoretical methodology for Medicaid rate setting 
actuaries to determine the appropriate way to evaluate the risk associated with Managed Medicaid on 
the carriers underwriting this risk.

5/15/2022

Initiative 18/11 ‐ 5/50 Project ‐ Analyzing Characteristics or the top 5% 
members by cost who drive 50% of Medical Expenses

Validate the 5/50 Premise through % of total costs and average allowed annual costs by percentile 
grouping. Analyze ability to predict the 5% based on prior claims and risk factors. Calculate Transition 
probabilities between different groups.

5/15/2022

Social Physical and Cultural Determinants of Health Qualitative SDOH research project. 5/15/2022

Emerging Impact of Long COVID on HealthCare Costs and Medical 
Conditions

A study that will examine the impact of a COVID 19 diagnosis on patient claims and medical conditions. 5/31/2022

Risk Adjustment White Paper Interview Risk Adjustment SMEs and create a white paper that will address recent concerns brought up 
by political leaders about the use of Risk Adj through an actuarial user's guide to its past and future 
applications.

6/15/2022

Financial Wellness and Health Care A research team of actuaries, data scientists and sociologists will examine the impact of disparities in 
healthcare access, cost and quality of care on financial wellness across various racial, ethnic, 
socioeconomic groups.

6/30/2022

Presentations are intended for educational purposes only and do not 
replace 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 notice.

Presentation Disclaimer

4

3

4
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American Academy of Actuaries 
Health Practice Council 
Spring 2022 Updates

Barbara Klever, MAAA, FSA
Vice Chairperson, Health Practice Council
American Academy Of Actuaries

March 29, 2022—NAIC Health Actuarial (B) Task Force (HATF) Meeting
© 2022 American Academy of Actuaries. All rights reserved.

May not be reproduced  without  express permission.

2

About the American Academy of Actuaries

The Academy assists public policymakers on all levels 
by providing leadership, objective expertise, and 
actuarial advice on risk and financial security issues. 
The Academy and its boards also set qualification, 
practice, and other professionalism and ethical 
standards for actuaries credentialed by one or more 
of the five U.S.‐based actuarial organizations in the 
United States.

© 2022 American Academy of Actuaries. All rights reserved.
May not be reproduced  without  express permission.

3

Public Policy and the Academy
The Academy, through its public policy work, seeks to 
address pressing issues that require or would benefit 
from the application of sound actuarial principles. 
The Academy provides unbiased actuarial expertise 
and advice to public policy decision‐makers and 
stakeholders at the state, federal, and international 
levels in all areas of actuarial practice.

© 2022 American Academy of Actuaries. All rights reserved.
May not be reproduced  without  express permission.
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Health Practice Council—Key Policy Priorities for 2022

 Health Equity
 COVID‐19: Implications for Health Care Utilization and

Spending
 Insurance Coverage
 Long‐Term Care
 Medicare Sustainability
 Payment and Delivery Reform
 Climate Change and Health
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Health Equity
 Discussion Briefs:

 Health Equity From an Actuarial Perspective (2021)

 Health Equity and Premium Pricing (2021)
 Health Equity and Health Plan Benefit Design (2021)

 Health Equity and Provider Contracting/Network Development (2021)

 Health Equity and Managing Population Health (2021)

 Data Collection for Measurement of Health Disparities (forthcoming) 

 Comment Letters:

 Comment letter to the Colorado Division of Insurance on the implementation of Colorado Revised Statute (C.R.S.) §
10‐3‐1104.9. The law prohibits unfair discrimination based on certain personal characteristics—race, color, national or 
ethnic origin, religion, sex, sexual orientation, disability, gender identity, or gender expression—in any insurer practice. 
It also prohibits the use of external data, algorithms, or predictive models that unfairly discriminate against individuals 
with these characteristics. (2022)

 Request for Information (RFI) on Assessing Whether or How Actuarial Practices 
Affect Health Disparities (2022)

© 2022 American Academy of Actuaries. All rights reserved.
May not be reproduced  without  express permission.

6

COVID‐19: Implications for Health Care Utilization and Spending

 Issue Briefs / Papers:
Considerations for Reflecting the Impact of

COVID‐19 in Medicaid Managed Care Plan 
Rate Setting (2021)

© 2022 American Academy of Actuaries. All rights reserved.
May not be reproduced  without  express permission.

7

Health Insurance Coverage

 Issue Briefs:
 Drivers of 2023 Health Insurance Premium Changes (forthcoming)

 Comment Letters:
 Comments on Draft 2023 Actuarial Value (AV) Calculator Methodology (2022)
 Comments on 2023 Notice of Benefit and Payment Parameters (NBPP) (2022)
 Comment Letter to CMS/CCIIO on Exposure Draft of Risk Adjustment Technical Paper

(2021)
 Comments to HHS, DOL, and the Treasury on the No Surprises Act (2021)

© 2022 American Academy of Actuaries. All rights reserved.
May not be reproduced  without  express permission.
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Long‐Term Care
 Comment Letters

 Comment letter to CMS on the Proposed Rule for the 2023 Policy and
Technical Changes to the Medicare Advantage and Medicare Prescription Drug 
Benefit Programs (comments involved D‐SNPs and MLRs) (2022)

 Reports
 Long‐Term Care Insurance Mortality and Lapse Study (2021)

 Request from NAIC Long‐Term Care Actuarial Working Group (LTCAWG)
 Presentation to NAIC HATF in November 2021; discussion with NAIC 

LTCAWG in March 2023

© 2022 National Association of Insurance Commissioners 2
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Medicare Sustainability
 Statements/Testimony

 Statement for the Record to the U.S. Senate
Committee on Finance Subcommittee on fiscal 
responsibility and economic growth on the Hospital 
Insurance Trust Fund and the future of Medicare 
financing (2022)

© 2022 American Academy of Actuaries. All rights reserved.
May not be reproduced  without  express permission.

10

Payment and Delivery Reform 

 Issue Briefs / Paper
 Issue Brief on Hospital Price Variation (2022)

 Comment Letters
Comments on 2023 Notice of Benefit and Payment

Parameters (NBPP) (2022)
Comments to CMS on Payment Parameters 

Proposed Rule (2021)

© 2022 American Academy of Actuaries. All rights reserved.
May not be reproduced  without  express permission.
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Climate Change and Health 
 In November of 2021, the Academy launched the Climate Change 

Joint Task Force
 Membership is comprised of the Health Practice Council (HPC), 

the Casualty Practice Council (CPC), and the Risk Management 
and Financial Reporting Council (RMFRC)

 Comment Letters
 Comment letter to the RFI from the U.S. Department of the

Treasury and FIO on Climate‐Related Financial Risk and the 
Insurance Sector (2021)—and forthcoming to the Department of 
Labor on Environmental, Social, and Governance (ESG)

© 2022 American Academy of Actuaries. All rights reserved.
May not be reproduced  without  express permission.
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HPC NAIC Workstreams—HATF
 Health Actuarial (B) Task Force (HATF)

Request for comments on proposal to modify the
definition of “actuarial assets” as used in the 
instructions for the Health Statement of Actuarial 
Opinion (SAO)
 April and May 2021 Academy comment letters
March 2, 2022, NAIC HATF meeting to finalize language 

within the Health SAO 
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HPC NAIC Workstreams—HRBC
 Health Risk‐Based Capital (E) Working Group (HRBC)

 Request for Comprehensive Review of the H2—
Underwriting Risk Component and Managed Care Credit 
Calculation in the Health 
Risk‐Based Capital Formula
 July 2021 Academy comment letter
 January 2022 Academy report

 Exposed for comments by NAIC HRBC until March 16, 2022; comments 
discussed on March 18 HRBC call. HRBC has asked whether an educational 
presentation by the rating agency would be possible to the Working
Group.
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HPC NAIC Workstreams—LTC (EX)
 NAIC Long‐Term Care Insurance (EX) Task Force Long‐term Care 

Insurance MSA Framework. Academy comments on:
 Long‐Term Care Insurance (LTCI) Multistate Rate Review Framework
 Actuarial Sections
 Operational and Actuarial Sections, Sept. 2021 Exposures

 Long‐Term Care Insurance Reduced Benefit Options (EX) 
Subgroup
 Academy comments on exposure draft, Issues Related to LTC Wellness 

Benefits
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HPC NAIC Workstreams—LTCAWG
 NAIC Long‐Term Care Actuarial (B) Working Group
 Long‐Term Care Insurance Mortality and Lapse Study

 Original request from the NAIC LTCAWG
 Report released November 2021
 Developed by the Long‐Term Care Valuation Work Group of the 

American Academy of Actuaries and the Society of Actuaries Research
Institute

 Presentation to NAIC HATF in November 2021
 Discussion during March 9, 2022, NAIC LTCAWG meeting. NAIC will 

contact Academy on next steps on the potential use of more recent 
data for an updated report
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2022 HPC Hill Visits (virtual)
 Thursday, March 10, and Friday, March 11, 2022
 19 meetings via zoom; over 20 Academy volunteers
 Issues discussed included Medicaid and the unwinding

of the public health emergency, Medicare program
sustainability, health equity, telehealth, COVID‐19,
price transparency, prescription drug prices, LTC, and
the Affordable Care Act (ACA)
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Academy 2022 Annual Meeting and Public Policy Forum

 American Academy of Actuaries 2022 “Annual
Meeting and Public Policy Forum” in Washington, DC

 TBA ‐ October or early November 2022
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Stay Up‐to‐Date at actuary.org
Under the Public Policy tab, 
access Academy:

 Comments and letters
 Issue briefs
 Policy papers
 Presentations
 Reports to the NAIC
 Testimony
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Questions?

Thank You

Contact: Matthew Williams, JD, MA 
Senior Health Policy Analyst
williams@actuary.org
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MEMORANDUM 

TO:   Commissioner Andrew N. Mais (CT), Chair of the Health Actuarial (B) Task Force and 
 Fred Andersen (MN), Chair of the Long-Term Care Valuation (B) Subgroup 

FROM:   Steve Drutz (WA), Chair of the Health Risk-Based Capital (E) Working Group 

DATE:    Feb. 25, 2022 

RE: AG 51 – Asset Adequacy Testing  
_____________________________________________________________________________________ 

The Health Risk-Based Capital (E) Working Group established the Health Test Ad Hoc Group in 2018 to 
review the health test language within the Annual Statement Instructions due to inconsistencies in 
reporting of health business across the different blanks, as well as a significant amount of health 
business reported on the life and fraternal blank. Currently, a company passes the health test if the 
following requirements are met:  

• The values for the premium and reserve ratios in the Health Statement Test equal or exceed
95% for both the reporting and prior year.

AND

• The entity passing the Health Statement Test is licensed and actively issuing and/or renewing
business in five states or less.

AND

• At least 75% of the entity’s current year premiums are written in its domiciliary state.

OR

• The values for the premium and reserve ratios in the Health Statement Test equal 100% for both
the reporting and prior year, regardless of the number of states in which the entity is licensed.

The intent of the Ad Hoc Group was to evaluate if changes were warranted to the health test because of 
industry changes since its original development. The Ad Hoc Group has drafted a phase 1 proposal that 
will delete the requirements for an entity being licensed and actively issuing and/or renewing business 
in five states or less and at least 75% of the entity’s current year premiums being written in their 
domicile state. The Ad Hoc Group is continuing to evaluate the current 95% premium and reserve ratios. 

Through the evaluation and discussion of the 95% reserve ratio, there was a question brought up as to 
whether an entity would still be required to perform asset adequacy testing of long-term care (LTC) 
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business if the entity moved from the life blank to the health blank. It is the Ad Hoc Group’s 
understanding that asset adequacy testing is required, regardless of the blank if the criteria for asset 
adequacy testing are met. The Working Group is asking the Health Actuarial (B) Task Force to consider 
adding a sentence to Actuarial Guideline LI—The Application of Asset Adequacy Testing to Long-Term 
Care Insurance Reserves (AG 51) that would indicate that regardless of the blank the entity files, asset 
adequacy testing is required by the entity if the criteria are met.  

This clarification would help to make it abundantly clear that all companies with LTC exposure that are 
subject to asset adequacy testing would still be required to meet these requirements, regardless of the 
blank they are filing on. 

If you have any questions regarding the suggested clarification, please contact Crystal Brown 
(cbrown@naic.org).  

cc: Eric King, Crystal Brown 
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