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This short article sets out a hypothetical workplace 
dilemma. We invite SOA members to submit comments 
and suggested solutions which will be summarized 
and published in the following issue of The Stepping 
Stone. All member submissions will be received in 
confidence, and any identifying details removed prior 
to their inclusion in the discussion of the case.

The past year has been a whirlwind for Neil the FSA. 
Since becoming the chief actuary of his insurance 
company four years ago, Neil invested consider-
able time and resources in the development of his 
staff and the improvement of their models—and 
their hard work was just beginning to pay off. But 
everything changed a little over a year ago, when his 
company was purchased by a larger competitor, and 
a new CEO, Roger, was transferred from the parent 
company and became Neil’s boss.

The parent company has considerable expertise with 
long-term disability products and in markets similar 
to Neil’s LTD lines. Following the acquisition, its 
claims experts conducted a detailed review of all 
large outstanding LTD claims at Neil’s company. 
And their final report highlighted substantial oppor-
tunities to close, reduce or settle a sizeable number 
of claims with long tails.

Neil met with Roger to discuss plans for the upcom-
ing financial reporting year-end, during which Roger 
brought up the LTD claims analysis. Roger observed 
that the LTD reserves appeared to be overly conser-

vative, and asked what could be done about that. Neil 
eventually agreed to revise his LTD claim assump-
tions for the cohort of claimants targeted by the 
review, partially reflecting the anticipated impact of 
the parent company’s more efficient claims manage-
ment practice. This meant that Neil’s year-end claim 
reserves for the LTD lines in question decreased by 
approximately 10 percent on average.

Following year-end, Neil received a routine tele-
phone call from Bruce the auditor, and they dis-
cussed the year-end valuation process. Bruce chal-
lenged the appropriateness of the reduction in LTD 
reserves, and asked Neil, “How can you defend your 
change in assumptions?”

WhAt should Neil do?
Send your suggestions before Feb. 15, 2011, to 
Craigmore54@aol.com. The discussion of Neil’s 
dilemma will be published in the May 2011 issue of 
The Stepping Stone. l
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Frank Grossman, FSA, FCIA, is a corporate actuary 
at AEGON USA, who finds reading anything by Peter 
Drucker calming.  He can be reached at fgrossman@aego-
nusa.com or 319.355.3963.

John West Hadley is a career counselor who works 
with job seekers frustrated with their search, and 
professionals struggling to increase their visibil-
ity and influence at work. He can be reached at John@
JHACareers.com or 908.725.2437. His free Career Tips  
newsletter and other career resources are available at  
www.JHACareers.com.


