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TO:  Ben Slutsker, Chair, Life Risk-Based Capital (E) Working Group 
FROM:  Seong-min Eom, Chair, Longevity Risk (A/E) Subgroup 
DATE:  March xx, 2026 
RE: Recommendation for incorporating an RBC charge for longevity risk for longevity reinsurance

The NAIC’s Longevity Risk (A/E) Subgroup was formed in 2016 with the charge to provide recommendations for recognizing longevity risk in statutory reserves and/or risk-based capital (RBC), as appropriate. The Subgroup has worked closely with the American Academy of Actuaries’ (Academy) Longevity Risk Task Force (Task Force) over the past ten years to focus efforts on addressing RBC for longevity risk after determining that statutory reserves would be addressed through the work of other NAIC groups. The Task Force conducted a field study in 2018 to quantify longevity risk coverage at an appropriate confidence level. The results of that field study were presented to the Life Risk-Based Capital (E) Working Group at the 2018 Summer National Meeting. Those results were reflected in proposals 2019-13-L, 2020-06-L, and 2021-13-L for RBC C-2 longevity risk. The adopted proposals excluded longevity reinsurance from scope since the statutory reserve framework was under revision.

The Subgroup resumed work after the 2025 adoption of the new statutory reserve framework for longevity reinsurance products under VM-22, Requirements for Principle-Based Reserves (PBR) For Non-Variable Annuities. The methodology outlined in the 2026 Valuation Manual allows companies to apply the requirements to contracts issued on or after January 1, 2026, and requires implementation for all in scope products for contracts issued on or after January 1, 2029.

The Subgroup revisited the RBC C-2b longevity risk methods for longevity reinsurance transactions (LRT). In July 2025, the Subgroup requested proposals for approaches for calculating C-2b longevity risk for LRT. As a result, three options were exposed at the 2025 Fall National Meeting. On February 9th, 2026, the Subgroup decided to move forward with a principle-based approach proposed by the American Academy of Actuaries.

The Academy recommendation is a principle-based approach of calculating the RBC C-2b capital amount for LRT. This differs from the current factor-based approach used for other C-2b products in scope of LR025-A. Under this recommendation, a company will use its PBR model for LRT in scope of PBR and cash-flow testing model for non-PBR LRT.  This approach reflects the impact of longevity stresses (e.g., shocks to mortality level and mortality trend) to benefits over the entire projection period. 

While a principle-based structure for calculating C-2 has been proposed for longevity reinsurance contracts, there is more work to be done. The mortality stress parameters in the Academy’s proposal reference the prior analysis and calibration from 2019. While the Academy has deemed the mortality stress factors suitable for short-term use for 2026 implementation, the recommendation is to reevaluate the mortality stress factors to determine whether updates are needed.  The Subgroup expressed a desire to revisit the approach to determining C-2 longevity risk for other products impacted by VM-22 PBR.

On March XX, the Subgroup adopted the recommendation and proposed changes for the 2026 RBC blanks and instructions for longevity reinsurance. The recommendation is included in Attachment 1. The RBC Proposal Form for these changes, 2026-07-L, is included in Attachment 2.
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