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ROLL CALL 
 
John Rehagen, Chair   Missouri   Lindsay Crawford   Nebraska  
Susan Berry, Vice-Chair  Illinois   David Wolf    New Jersey 
John Loughran    Connecticut   Bob Kasinow    New York 
Philip Barlow    District of Columbia  Dale Bruggeman/Tim Biler  Ohio 
Ray Spudeck    Florida    Kirstin Anderson  Oregon 
Roy Eft     Indiana    Diana Sherman    Pennsylvania 
Kevin Clark    Iowa    Trey Hancock    Tennessee 
John Turchi/Christopher Joyce  Massachusetts  Jamie Walker    Texas 
Judy Weaver    Michigan   Doug Stolte/David Smith  Virginia  
Barbara Carey    Minnesota   Amy Malm    Wisconsin  
     
NAIC Support Staff: Jane Ren/Dan Daveline 
 
AGENDA 
 
1. Welcome—John Rehagen (MO) 

 
2. Overview of ACLIs Process for Updating Scalars & Proposed 2023 Scalars Attachment 1 
—Jennifer McAdam (American Council of Life Insurers—ACLI)  

  
3. Discuss Comments Received—John Rehagen (MO)         Attachment 2 

• ACLI 
• APCIA/AHIP 
• United Health Group 

 
4. Consider Adoption of Proposed 2023 Scalars—John Rehagen (MO) 

 
5. Discuss Process for Updating Scalars in the Future—John Rehagen (MO)      

 
6. Adjournment 
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January 19, 2024

John Rehagen, Chair
NAIC Group Capital Calculation (E) Working Group
Capital Markets & Investment Analysis Office
One New York Plaza, Suite 4210
New York, NY 10004

Via email: ddaveline@naic.org

Re: GCC Scalar Calibration

Dear John:

ACLI is pleased to provide you with the attached Scalar Calibration for Life Insurance Business
and Japan Health Scalars Reports we have developed over the last few months in conjunction
with our consultants.

As you know, on July 27, 2023, the NAIC Group Capital Calculation (E) Working Group adopted 
the proposal to designate Excess Relative Ratio (ERR) scalars as the primary scalar 
methodology within the GCC, which ACLI supported in a comment letter submitted on July 12. 
Since that time, ACLI and six member companies have engaged consultants, Oliver Wyman 
(life scalars) and Lou Felice (Japan health scalar), to define an approach to update and maintain 
the ERR scalars for use in the GCC and, as part of this effort, update the ERR scalars for 2023, 
for selected Life and Health scalars. While this work focused on Life and Health scalars, the 
approach was developed with the understanding that it could be applied to Property & Casualty 
business as well. 

Used to adjust available and required capital for non-US insurance regimes, Oliver Wyman 
developed the initial methodology for life scalars in 2015. Replacing placeholder scalars with 
ERR scalars appropriately recognizes capital requirements for non-U.S. business in the GCC 
formula, thus generating appropriate GCC figures for regulators and the industry. Additionally, it 
is a significant step forward for the following reasons:

1. ERR scalars recognize differences in reserve methodologies across jurisdictions;
2. ERR scalars can adjust to significant changes in jurisdictional solvency regimes; and
3. Many global insurers already use the ERR methodology to allocate group capital.

The work our consultants have done in the last few months have met the following objectives:

1. Identified sources of data in each jurisdiction including:
a. Scope of insurers comprising the industry average;
b. Solvency ratios (industry average) for each jurisdiction; and
c. First point of regulatory intervention in each jurisdiction analyzed.
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2. Recommended methodological solutions to address changes to scalars over time:
a. Historical data series length to provide accurate scalar estimates balancing

responsiveness to changes with limited volatility over time; and
b. Methodologies to adjust scalars for significant changes in jurisdictional solvency

regimes (e.g., Bermuda in 2023, Japan in 2025).

The attached reports propose scalars for 2023 and outline the recommended methodology to 
calibrate scalars on an ongoing basis. They also contain details regarding data sources, the 
data collection process, solvency operating ratios by country, and a summary of design 
decisions. The proposed health scalar was derived by adjusting the life scalar making it 
essential that both the life scalar and health scalar be included together in any future scalar 
updates applying the recommended methodology.  

In the attached document you can find the following items:

Report 1: Scalar Calibration for Life Insurance Business, prepared by ACLI and 
Oliver Wyman (PDF pp.1-35)

o Executive Summary (p.4)
o Proposed ERR Scalars (p. 5)
o Summary of Design Decisions (p. 6)
o Summary of Data Collection by Jurisdiction (p. 8)
o Design Decisions (intervention threshold, averaging approach, length of time

series, regime change triggers and processes) (pp. 9-17)
o Appendix A: Project Timeline (pp. 18-19)
o Appendix B: Processes for Data Collection (pp. 20-23)
o Appendix C: Solvency Operating Levels by Country (pp. 24-25)
o Appendix D: Country-Specific Detailed Analysis (pp. 26-32)

Report 2: GCC Japan Health Scalars Refresh, prepared by ACLI and Lou Felice (PDF 
pp. 36-43)

o Appendix: 2023 GCC Japan Health Scalar Calibration (pp. 40-43)

ACLI and our consultants are happy to answer any questions you may have.

Sincerely,

Jennifer M. McAdam
Associate General Counsel
202-624-2032
jennifermcadam@acli.com

Alan Morris 
Alan Morris
Actuary
202-624-2048
alanmorris@acli.com
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Regime 1. 2022 GCC template 2. 2015 workbook 3. Regulatory triggers 4. Update local 
ratios for 2022

5. Update US 
for 2022

6. Use 3-years
historical data

7. 2023 scalar

EMEA 0.31 0.22 - 0.17 0.11 (0.01) 0.48 

UK 0.31 0.22 - (0.00) 0.06 (0.07) 0.21 

Australia 0.30 0.24 - 0.00 0.07 (0.03) 0.28 

Bermuda 0.44 0.17 0.13 0.09 0.08 (0.01) 0.46 

Canada 0.15 0.10 0.17 (0.20) 0.02 0.01 0.10 

Japan 1.01 0.77 - 0.19 0.29 (0.00) 1.24 

Mexico 1.00 0.29 - 0.46 0.22 (0.18) 0.78 

Singapore 1.00 0.27 0.10 (0.09) 0.08 (0.05) 0.31 

Korea RBC 1.00 0.24 0.25 (0.15) 0.03 0.09 0.46 

Korea ICS 0.29

Switzerland 0.16 0.11 - 0.23 0.10 (0.04) 0.40 

South Africa 1.00 n/a 0.33 

Hong Kong 1.00 n/a 0.24 

China 1.00 n/a 0.35 

Taiwan 1.00 n/a 0.18 
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Option 3
Company level disclosures 
(broadly disclosed)

Option 1 Option 2
Other aggregated sources

Option 4
Company level disclosures 
(narrowly disclosed)

Attachment 1



Regime (% ACL) solvency ratio 2018 2019 2020 2021 2022

US

200%

1 0 0 0 0

11 10 14 10 15

38 40 36 40 35

300%

1 1 1 1 1

45 42 44 45 46

4 7 5 4 3

EMEA

200%

Japan

200%

300%
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Regime Averaging method 2016 2017 2018 2019 2020 2021 2022

US RBC
(ACL)

Simple 2303% 2203% 2111% 2031% 2027% 2548% 2244%

Median 986% 991% 903% 929% 943% 957% 902%

Capital weighted 952% 929% 837% 859% 848% 878% 846%

EMEA

Simple 257% 265% 269% 258% 254% 256% 264%

Median 214% 218% 218% 214% 214% 215% 223%

Capital weighted 240% 256% 263% 264% 251% 266% 261%

Japan

Simple 1211% 1161% 1149% 1150% 1109% 1089% 1012%

Median 923% 945% 979% 984% 1009% 970% 963%

Capital weighted 1017% 983% 991% 1029% 1038% 1049% 1025%
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(A) RBC 285% 297% 254% 206%

(B)
K-ICS (no transitional 
measures) 193% 196%

(C) K-ICS (with transitional 
measures)

220% 224%

Difference vs. RBC without 
transitional measures (B  A) -13% -10%

transitional measures (C  A) +14% +18%

Used for initial calibration 
of scalar under K-ICS
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2021 company-level data 
indicates an average ESR ratio 

of approximately 200%
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Regime 2014 2015 2016 2017 2018 2019 2020 2021 2022

EMEA 240% 256% 263% 264% 251% 266% 261%

UK 154% 157% 154% 163% 189%

Australia 179% 167% 177% 195% 199%

Bermuda 298% 290% 262% 238% 250%

Canada 138% 136% 140% 134% 130%

Japan 1010% 955% 1004% 991% 981% 1045% 1070% 1071% 901%

Mexico 215% 364% 329% 330% 411%

Singapore 236% 236% 186% 200% 216%

Korea 271% 285% 297% 254% 206%

K-ICS 196%

Switzerland 219% 226% 216% 236% 243%

South Africa 238% 219% 216% 198% 208%

Hong Kong 296% 301% 286% 270% 246%

China 235% 241% 240% 223% 186%

Taiwan 306% 314% 310% 340% 305%
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Presented October 12, 2023
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Presented October 12, 2023
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Assets LICAT/LIMAT Total Ratio

(2022, CAD 000s) 2018 2019 2020 2021 2022

Canadian, Life 1,704,022,528 1.39 1.37 1.40 1.34 1.29

Canadian, Fraternal 17,919,436 1.53 1.72 1.91 1.65 1.65

Foreign, Life 21,284,756 1.29 1.26 1.35 1.31 1.28

Foreign, Fraternal 3,928,927 1.91 1.43 1.30 2.05 2.48

Total 1,747,155,647 1.38 1.36 1.40 1.34 1.30

Presented October 30, 2023

Attachment 1



Q4 2021
(under C-ROSS 

Phase 1)

Q1 2022
(under C-ROSS 

Phase 2)
Difference

Q4 2021
(under C-ROSS 

Phase 1)

Q1 2022
(under C-ROSS 

Phase 2)
Difference

Presented October 30, 2023
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Data for 10 largest Mexican life insurers from AM Best:

Mexican life insurance industry-wide solvency ratios:

Presented October 30, 2023

Attachment 1



Attachment 1



Attachment 1



Attachment 1



Attachment 1



Louis Felice, Consultant 
louisfelice@gmail.com 

(518 )424-1970 
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GROUP CAPITAL CALCULATION – JAPAN HEALTH SCALARS REFRESH 

REPORT TO NAIC 

Executive Summary 

An updated health scalar under the existing excess relative ratio (ERR) method is proposed herein for 

health insurers operating in Japan. In July 2023, NAIC adopted the ERR method as the sole scalar 

method in the GCC and upon review has also moved the scalars from “sensitivity analysis” to the base 

GCC Ratio calculation. Utilizing the same framework as the 2019/2020 health scalar development, a 

scalar of .89 is being proposed for use in the base capital ratio reported in the 12/31/2023 Group Capital 

Calculation (GCC) template replacing the .71 scalar currently included in the GCC template. This is 

directly proportional to the increase observed for the 2023 Japan life scalar calibration. Additionally, an 

initial projected scalar of .21¹ is being proposed under the capital regime change to occur in Japan 

effective April 1, 2025. The proposed health scalars for both current regime and projected under regime 

change were adjusted from the life insurance ERR scalars proposed in the accompanying report from 

Oliver Wyman. The best estimate projected scalars of .30 for life and .21 for health are preliminary and 

should be reviewed further as additional data becomes available. The Oliver Wyman report presents the 

methodology and process for periodically updating scalars with work focused on life insurance scalars 

only. The data included in the calculations attached for the proposed health scalars used the same data 

periods through 12/31/2022 applied by Oliver Wyman to develop the Japan life scalars with adjustments 

for health solvency requirements. Per the NAIC Group Capital Calculations Instructions, the Japan 

health scalar may be used by insurers whose insurance health business (referred to as “Third Sector”) 

comprise greater than sixty percent of all insurance lines underwritten, reflected by annualized premium.

Background: 

The group capital calculation (GCC) template and instructions were formally adopted by the NAIC 

members in 2021 and are maintained each year by the NAIC. Scalars are included to compare insurance 

capital requirements of non-U.S. jurisdiction to U.S. Risk-based Capital (RBC) requirements. Prior to 

the 2023 version of the GCC template, the scalars were included in the template as part of “sensitivity 

analysis.”  The current scalars for life insurers and property and casualty insurers were developed by the 

NAIC based on available public data from jurisdictions for reporting years 2015 and 2016. After 

consultation with NAIC staff, scalars for insurers writing a predominant amount of business in Japan’s 

Third Sector were presented to NAIC by AFLAC, assessed by NAIC staff, and introduced in 2020 as 

part of the development of the GCC. The Japan health scalars were developed by adjusting the scalars 

for life insurers using data provided by AFLAC, who is organized as a life insurer and the industry leader 
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in Japan’s Third Sector. Both Life and Non-Life insurers in Japan may write health or related insurance 

in the Third Sector. The data used to develop the proposed life scalars for Japan includes health business 

similar to the data used for the Japan scalars in the current GCC template. 

The updated health scalars presented above were derived using the same methodology framework used 

in 2019/2020 starting with the life scalar developed by the NAIC for Japan (and now as updated in the 

accompanying Oliver Wyman report) and then adjusted for several factors.  

Regime Change:

The current Japanese insurance capital regime includes a Solvency Margin Ratio (SMR) calculated in a 

way much closer to U.S. RBC. Reported weighted average solvency ratios in Japan are historically 

higher than reported U.S. RBC ratios for life insurers. This can result in a scalar greater than 1 as is the 

case for the proposed Japan Life Scalar of 1.24. Effective in fiscal year 2025, this will change to an 

Economic Solvency Ratio (ESR) regime with required capital calculated in a way closer to the Solvency 

II regimes used in the United Kingdom and European Union. Based on an impact study by the Japan 

Financial Services Authority in 2020 and other available information the targeted solvency ratios will 

be significantly lower than weighted average U.S. RBC ratios under the ESR regime (See Oliver Wyman 

report). This results in a scalar much lower than 1 as is the case for the tentative projected Japan Life 

Scalar of .30.¹  Absent adoption of revised scalars, group capital ratios reported in the GCC for life and 

health insurers operating in Japan will be severely impacted.  

As with the initial GCC scalars development, the projected health scalar for the GCC upon and after 

regime change in Japan should be reviewed in conjunction with the life scalar for Japan. For example, 

the life scalar would be updated first (if necessary) and then the adjustments described below applied to 

the life scalar to calculate a heath scalar. The Oliver Wyman report includes guidance for such a process 

for the life scalar.

Methodology (See Appendix attached): 

Starting with the life insurance ratios included in the accompanying Oliver Wyman report and using 

updated data provided by AFLAC through 12/31/22, the scalars for life insurers were adjusted based 

on two broad concepts: 

1. The stringency of current Japanese solvency standards on health (“Third Sector”) vs. life (“First

Sector”)  business. AFLAC data indicates a materially higher level of capital stringency (capital

devoted to Third Sector business) compared to its First Sector business.
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2. The proportion of Third Sector to First Sector insurance written by AFLAC vs. a typical 

Japanese life insurer. AFLAC’s Japan premium profile is approximately 75% health and 25% 

life. This is roughly the opposite of a typical Japanese life insurer. 
 

The adjustments result in a factor of .72 applied to the Japan life scalar. Based on historical data, both 

above conditions are expected to remain constant over time and across regime change.  

Adjustment steps to  determine a Japan health scalar:

a. Allocate available capital to the First Sector and Third Sector based on insurance liabilities 

attributable to each sector.

b. Use actual SMR filings to establish required capital specifically attributed to the First Sector  and 

Third Sector.

c. Calculate a solvency ratio for each sector by dividing the results under a., by those under b., above.

d.  Using the solvency ratios calculated under (c), an adjustment factor for health vs. life SMR required 

capital was derived. The resulting .72 factor was then selected based on the split in annualized premium 

between Third and First sectors. The factor is applied to the life ERR scalar which produces 

the proposed 0.89 Health scalar (0.72 adjustment factor x 1.24 life scalar).

Additional Information: 

Weighted average Japan solvency ratio data for life insurers used for both this report and by Oliver 

Wyman indicate an approximately 15% drop in the ratios in calendar 2022 compared to both 2021 and 

2020. This may have to do with market conditions in Japan such as higher bond yields impacting 

investments. However, there can be other changes in play related to implementing a new regime or other 

policy change that result in a material change in the solvency ratio. The potential persistency of this

directional in Japan should be investigated, and a potential update to the 1.24 and .89 respective proposed 

scalars for life and health as of 12/31/23 scalars considered for the 12/31/2024 GCC. Moving from the 

one data year approach adopted by the NAIC in the current GCC template to the rolling 3-year process 

with exceptions described in the Oliver Wyman report is reasonable. It may be that where there is a 

meaningful change in the reference jurisdiction’s solvency ratio, particularly in the final year of the 3-

year evaluation period, an updated review can be considered. Such is the case for Japan with the weighted 

average decrease of 15% noted earlier herein. 

Example:  Using 2022 data alone would have generated a life scalar of 1.05 (.76 for health) for Japan.  

Attachment 1



 Louis Felice, Consultant 
 louisfelice@gmail.com 

(518 )424-1970 

4 
 

 

Recap: 

A scalar of .89 is proposed for use in the base capital ratio reported in the 12/31/2023 Group 

Capital Calculation (GCC) template, assuming a Q1 2024 approval. Additionally, an initial 

projected scalar of .21¹ is being proposed under the capital regime change to occur in Japan in 

2025.

In July 2023, NAIC adopted the ERR method as the sole scalar method in the GCC and upon 

review has also moved the scalars from “sensitivity analysis” to the base GCC Ratio calculation. 

 The projected health scalar for the GCC upon and after regime change in Japan should be 

reviewed in conjunction with the life scalar for Japan using updated information.  

 The adjustments to a Japan life scalar to arrive at an appropriate health scalar is expected to 

remain constant over time and upcoming regime change. 

 An observed directional change in the Japan 2022 solvency ratio should be investigated and an 

update to the 1.24 and .89 respective proposed scalars for life and health as of 12/31/23 scalars 

considered for the 12/31/2024 GCC. 
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The American Council of Life Insurers (ACLI) is the leading trade association driving public policy and advocacy on behalf of the life 
insurance industry. Ninety million American families rely on the life insurance industry for financial protection and retirement security. 
ACLI’s member companies are dedicated to protecting consumers’ financial wellbeing through life insurance, annuities, retirement 
plans, long-term care insurance, disability income insurance, reinsurance, and dental, vision and other supplemental benefits. ACLI’s 
280 member companies represent 95 percent of industry assets in the United States.

acli.com 

February 21, 2024 

John Rehagen, Chair 
NAIC Group Capital Calculation (E) Working Group 
Capital Markets & Investment Analysis Office 
One New York Plaza, Suite 4210 
New York, NY 10004 

Via email: ddaveline@naic.org 

Re: ACLI GCC Scalars Calibration Reports 

Dear John: 

ACLI would like to thank you for the opportunity to provide the NAIC Group Capital Calculation 
(E) Working Group members with the GCC Scalars Calibration Reports prepared by our
consultants, proposing selected Life and Health scalars for 2023 and outlining the
recommended methodology to calibrate scalars on an ongoing basis. The reports contain
details regarding data sources, the data collection process, solvency operating ratios by
country, and a summary of design decisions.

ACLI and our consultants, Oliver Wyman (life scalars) and Lou Felice (Japan health scalar), will 
participate in the Working Group’s call on February 27, where we will provide an overview of the 
reports and answer any questions. We look forward to the discussion. 

Sincerely, 

Jennifer M. McAdam 
Associate General Counsel 
202-624-2032
jennifermcadam@acli.com

Alan Morris 
Alan Morris 

Actuary 

202-624-2048

alanmorris@acli.com

Attachment 2
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February 21, 2024 
 
John Rehagen, Chair 
Susan Berry, Vice Chair  
NAIC Group Capital Calculation (E) Working Group 
 
c/o Dan Daveline, Director, Financial Regulatory Services, NAIC, at DDaveline@naic.org 
 

Re: ACLI Scalar Calibration Cover Letter and Reports Relating to the Group Capital Calculation (GCC) 
 
America's Health Insurance Plans (AHIP)1 and the American Property Casualty Insurance 
Association (APCIA)2 (collectively, the Associations) are pleased to jointly submit comments 
relative to the above-referenced ACLI Cover Letter and Reports which were exposed by the 
Group Capital Calculation (E) Working Group (GCCWG) on January 22, 2024.  

The ACLI Cover Letter and Reports address scaling within the GCC in the context of life 
insurers and, in the case of only one jurisdiction, for health insurers. The ACLI noted in its Cover 
Letter that “while this work focused on Life and Health scalars, the approach was developed with 
the understanding that it could be applied to Property & Casualty business as well.”  That notion 
was echoed in the Report of the ACLI’s consultant as well. The ACLI Cover and Letter and 
Reports do not express the view that the approach to scaling which is described in the 
consultant’s Report “should” be applied to property casualty business or to the health sector 
(other than for the single jurisdiction which health business is addressed in the consultant’s 
Report).  

Given the limited scope of the ACLI’s Cover Letter and Reports as described in the preceding 
paragraph, and in the absence of any suggestion that the scalar approach for the GCC described 
by the ACLI’s consultants “should” apply more broadly to the property casualty and health 
sectors, the Associations have no comment.  

It is nonetheless our understanding that the GCCWG desires some indication as to any concerns 
or suggestions the Associations and their members may have if the GCCWG were to adopt and 
apply the Excess Relative Ratio (ERR) approach in a similar manner to that described by the 
ACLI’s consultant in its Report to property casualty and “other health” business (in this context, 
and throughout this letter, “other health” business refers to health business in jurisdictions other 

 
1 AHIP is a national association whose members provide health care coverage, services, and solutions to hundreds of 
millions of Americans every day and are committed to market-based solutions and public-private partnerships that 
make health care better and coverage more affordable and accessible for everyone. 
 
2 APCIA is the primary national trade association for home, auto, and business insurers. APCIA promotes and 
protects the viability of private competition for the benefit of consumers and insurers, with a legacy dating back 150 
years. APCIA members include companies of all sizes, structures, and regions—protecting families, communities, 
and businesses in the U.S. and across the globe. 
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than the single jurisdiction for which health insurance is addressed in the ACLI’s consultant’s 
Report, i.e., Japan).  

As a threshold matter, AHIP, APCIA and their members do not see scaling for property casualty 
and “other health” business as a critical component for the GCC.  

• Property casualty: Based on APCIA’s inquiries of its members with cross-border
business, it is apparent that, on average, relatively few U.S.-based property casualty
insurance groups write business in foreign jurisdictions. And when they do, they write in
amounts that could be considered significant only in a small number of key jurisdictions
for which scalars have already been developed. Further, for all but a handful of groups,
the proportion of available capital located in foreign entities to group-wide available
capital is generally not significant.

• Health: Based on AHIP’s inquiries of its members with cross-border business, the same
dynamics exist as for property casualty business, but are even much more pronounced.
AHIP has identified only a handful of members that write any health insurance in other
jurisdictions, and only two do so to any significant degree in only a few jurisdictions.

Therefore, a fundamental concept which underlies our view on the matter of scaling of property 
casualty and “other health” business is that of proportionality. Applying that concept would lead 
to an approach to the development and updating of scalars for property casualty and “other 
health” sectors that would accomplish in all material respects the goals of the GCCWG with 
respect to scaling, and which would be pragmatic and efficient for the NAIC to implement and 
maintain and with a minimum investment of time and resources.  

Neither of the Associations have any fundamental concerns with the ERR approach for purposes 
of the 2023 GCC filings and going forward. Rather, it is our view that failure to take a 
proportional approach can lead to undue cost and burden on regulators and groups alike, while 
resulting in an insignificant difference in reported GCC amounts that just won’t matter, and 
imply a degree of precision that, in reality, doesn’t exist. 

As to funding the cost to update and maintain the scalars for the property casualty and “other 
health” sectors, the Associations and their members believe that, like other regulatory tools used 
by state insurance regulators and developed through NAIC proceedings, the NAIC itself is the 
appropriate body to perform the underlying work and to fund the necessary resources. Further, 
and like any other NAIC initiative, the process to obtain information used to develop and update 
the scalars, as well as the resulting calculation of the scalars themselves, should be subject to 
stakeholder involvement and consultation through the NAIC’s public exposure process with 
interested parties at key intervals.   

Thus, neither of the Associations plan to volunteer to update the scalars for their sector either 
directly or through funding of other resources. However, the Associations offer some suggestions 
as to how the NAIC can update the scalars in a pragmatic and proportional fashion, as described 
below. 
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1. The ACLI's approach focuses on updating the scalars for all key jurisdictions for the life 
sector in time for publication in the 2023 GCC instructions. As a practical matter and 
given the applicability of proportionality for the property casualty and “other health” 
sectors as described above, it would not appear to be necessary to update scalars for those 
sectors for all jurisdictions at the same time, e.g., for year-end 2023.  The effort could 
focus initially on four to five of the key jurisdictions which are host to the most 
significant proportions of available capital of U.S.-based groups. The remaining key 
jurisdictions could be staged for updating at subsequent intervals and/or on a rotating 
basis (for example, every 3 to 4 years) in order to better manage and spread the work. 
Furthermore, for those jurisdictions where the proportion of U.S. groups’ available 
capital that is hosted in the foreign jurisdiction is immaterial (i.e., less than 2%), those 
scalars could be updated even less frequently, if scaling would be necessary at all. 

2. Going forward, the task of identifying sources of information as the necessary inputs for 
updating the scalars, i.e., the identification of representative insurers, determining 
average solvency ratios for groups of representative insurers, etc., could be performed 
most efficiently for all sectors at the same time and by the same individual(s). As various 
sources of information are accessed, such as jurisdictional supervisors, industry 
associations, websites, etc., once the necessary inputs are sourced for the life insurance 
sector it would seem to be a relatively small incremental step to also then obtain 
corresponding information for the property casualty and “other health” sectors in each 
such jurisdiction. That information can then be shared with the NAIC who would take the 
remaining steps to work with that information to update the scalars for the property & 
casualty and “other health” sectors in the small number of key jurisdictions where doing 
so is proportionally necessary.  

3. It would be helpful for the NAIC to first determine which property casualty and “other 
health” insurance groups write business internationally, in what jurisdictions, and what 
proportions of group-wide capital is held in each foreign jurisdiction. Both AHIP and 
APCIA have reached out to selected members on an informal basis for some feedback on 
those matters. Members have responded, albeit in various degrees of detail, reflecting in 
some circumstances their concerns over the confidentiality of data. Nonetheless, it is 
apparent for the US property & casualty and “other health” insurance sectors that, where 
business is done outside the U.S., it is by large measure in those jurisdictions for which 
scalars had already been developed for the 2022 GCC instructions. Where business is 
written by U.S.-based property casualty and “other health” insurance groups in other 
jurisdictions for which scalars have not yet been developed, the amount of available 
capital held in those other jurisdictions is generally very minor, typically less than 1% of 
total available capital on a group wide basis. Thus, it is evident that scaling in those 
situations would not have a significant impact on the overall GCC result. 

4. While the NAIC might rely in the short term on the ACLI's consultants to obtain the 
necessary inputs to update the property & casualty and “other health” scalars as the 
consultants obtain corresponding inputs for the life sector, there are other means by 
which the NAIC and state insurance regulators could be more directly involved going 
forward. These relate to various dialogues that the NAIC and its member state insurance 
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regulators periodically have with other jurisdictions, either directly on a bilateral basis 
(such as the EU-U.S. Insurance Dialogue, or in supervisory colleges), or through other 
means such as in participation in various activities of the International Association of 
insurance Supervisors. Periodically, it would seem appropriate for the agenda for certain 
of those meetings to include a discussion to enable the NAIC to obtain a better or updated 
understanding as to the overall capital regime in a jurisdiction that would be sufficient to 
support a determination of the necessary inputs to update the scalars, i.e., determination 
of representative insurers, average solvency ratios, as well as any changes to the 
jurisdiction’s capital regime that may have occurred.   

5. Once the necessary inputs for the scalars are determined, the calculation of the scalar 
itself should be a relatively straightforward process. We understand that the ACLI's 
consultants may have developed an Excel-based tool to accomplish the calculation for 
each jurisdiction for the life sector. The NAIC could discuss with them whether the tool 
could be shared with the NAIC for purposes of calculating the property casualty and 
“other health” scalars.  

Thank you for this opportunity to present our comments in response to the GCCWG’s exposure 
and the Associations’ suggestions as to how the NAIC can put into place a reasonable process to 
update the scalars for the property casualty and “other health” insurance sectors. We would be 
glad to address any questions you may have at your convenience. 

Sincerely, 

 

Bob Ridgeway 
Senior Government Relations Counsel 
America’s Health Insurance Plans 

 

 
Stephen W. Broadie 
Vice President, Financial & Counsel 
American Property Casualty Insurance Association 
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Corporate Finance – Actuarial Services Division     
185 Asylum Street, CityPlace I ● Hartford, CT  06103 

February 21, 2024 

Mr. John Rehagen, Chair 
Group Capital Calculation (E) Working Group 
National Association of Insurance Commissioners 
1100 Walnut Street, Suite 1500 
Kansas City, MO  64106-2197 

Via electronic mail to Dan Daveline. 

Re:  ACLI GCC Scalars Calibration Reports. 

Dear Mr. Rehagen: 

I am writing on behalf of UnitedHealth Group regarding the “ACLI GCC Scalars Calibration 
Reports” as exposed for comment by your Working Group on January 22, 2024.  We have 
comments on two items in the reports. 

Calibration level. 

On page 6 of the Oliver Wyman report, the “proposed approach” is to “investigate both 200% 
and 300%” as the “level of first intervention.”  We are concerned, first of all, about whether it is 
appropriate to calibrate the scalars to a level of 300% of Authorized Control Level (ACL) when 
the Group Capital Calculation is calibrated to 200% of ACL.  We certainly don’t think that the 
possibility of calibrating the GCC itself to 300% of ACL should be raised again.  The Working 
Group decided in 2020 to calibrate the GCC to 200% of ACL after hearing many cogent 
arguments in favor of that level, including those set forth in our comment letters of July 20, 
2020, and October 15, 2020.  That in turn means that other U.S. capital requirements, such as 
those for U.S. banks, are being considered as comparable to 200% of ACL.  We do not see any 
rationale for then comparing non-U.S. capital requirements to a different multiple of ACL. 

In any case, we must reiterate that it is misleading to characterize 300% of ACL as the “level of 
first intervention” under the U.S. system of solvency regulation.  There has been an attempt to 
justify this characterization by pointing to 300% of ACL as the level below which the Risk-
Based Capital Trend Test applies.  However, the Trend Test takes into account factors other than 
capital levels; as it is not clear how such factors could be taken into account in calibrating the 
scalars, then it is inappropriate to base that calibration on the Trend Test. 
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Furthermore, we must point out that intervention can occur at levels above 300% of ACL.  For 
example, under state “hazardous financial condition” laws (those comparable to NAIC Model 
Regulation #385) regulators can intervene in a company’s operations because of solvency 
concerns regardless of the company’s RBC results.  While such “hazardous financial condition” 
standards are not part of the RBC formula per se, the NAIC has often emphasized that RBC is 
just one of a suite of tools for addressing solvency concerns, so RBC cannot be considered in 
isolation.  Therefore, if factors other than capital levels are to be taken into consideration, there is 
no “level of first intervention,” as intervention can occur at any level. 

Accordingly, we believe it is inappropriate to “investigate … 300%” as the level of first 
intervention, and we recommend to the Working Group that such investigation be rejected as 
part of the proposed approach to calibrating scalars. 

Differences in reserve methodologies. 

Page 4 of the Oliver Wyman report asserts that “ERR scalars recognize differences in reserve 
methodologies across jurisdictions.”  In our July 13, 2023, comment letter, we provided a 
mathematical demonstration that the ERR method does not correctly reflect differing reserve 
requirements.  We understand that the Working Group has accepted the ERR method regardless 
of this flaw.  However, we believe it is important that any documentation of the scalar 
methodology be accurate.  Therefore, any official documentation should exclude incorrect 
assertions of this kind. 

* *     *     *     *     *     *

We would be happy to discuss our comments with the Working Group. 

James R. Braue 
Senior Director, Actuarial Services 
UnitedHealth Group 

cc: Dan Daveline, NAIC 
Tracy Arney, UnitedHealth Group 
Mollie Zito, UnitedHealth Group 
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