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SOCIETY OF ACTUARIES
Antitrust Compliance Guidelines

Active participation in the Society of Actuaries is an important aspect of membership. While the positive contributions of professional societies and associations are
well-recognized and encouraged, association activities are vulnerable to close antitrust scrutiny. By their very nature, associations bring together industry competitors
and other market participants.

The United States antitrust laws aim to protect consumers by preserving the free economy and prohibiting anti-competitive business practices; they promote
competition. There are both state and federal antitrust laws, although state antitrust laws closely follow federal law. The Sherman Act, is the primary U.S. antitrust law
pertaining to association activities. The Sherman Act prohibits every contract, combination or conspiracy that places an unreasonable restraint on trade. There are,
however, some activities that are illegal under all circumstances, such as price fixing, market allocation and collusive bidding.

There is no safe harbor under the antitrust law for professional association activities. Therefore, association meeting participants should refrain from discussing any
activity that could potentially be construed as having an anti-competitive effect. Discussions relating to product or service pricing, market allocations, membership
restrictions, product standardization or other conditions on trade could arguably be perceived as a restraint on trade and may expose the SOA and its members to
antitrust enforcement procedures.

While participating in all SOA in person meetings, webinars, teleconferences or side discussions, you should avoid discussing competitively sensitive information with
competitors and follow these guidelines:

* Do notdiscuss prices for services or products or anything else that might affect prices

* Do notdiscuss what you or other entities plan to do in a particular geographic or product markets or with particular customers.

* Do not speak on behalf of the SOA or any of its committees unless specifically authorized to do so.

* Do leave a meeting where any anticompetitive pricing or market allocation discussion occurs.

* Do alert SOA staff and/or legal counsel to any concerning discussions

* Do consult with legal counsel before raising any matter or making a statement that may involve competitively sensitive information.
Adherence to these guidelines involves not only avoidance of antitrust violations, but avoidance of behavior which might be so construed. These guidelines only provide

an overview of prohibited activities. SOA legal counsel reviews meeting agenda and materials as deemed appropriate and any discussion that departs from the formal
agenda should be scrutinized carefully. Antitrust compliance is everyone’s responsibility; however, please seek legal counsel if you have any questions or concerns.
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Presentation Disclaimer

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 RGA, Milliman, or the Society of Actuaries, its
cosponsors or its committees. RGA, Milliman, and the Society of Actuaries do 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.




Limitations

* The content of this presentation represents the views of the presenter and not those of
Milliman or RGA.

* These slides have been prepared for presentation at the 2019 LAS for the educational use of
meeting participants. There are no intended beneficiaries of this work.

* This presentation may not be distributed, disclosed, copied or otherwise furnished to any
additional party without our prior written consent. Any distribution of this presentation must
be in its entirety.

* The presented information is intended to be valid as of the date it has been prepared. Its
future validity depends on the further development of market events, regulations, and
standards of practice.

* This presentation is not intended to contain material that represents an actuarial opinion. The
professionals responsible for preparing this report are members of the American Academy of
Actuaries and meet the Qualification Standards of the American Academy of Actuaries.

e This presentation is incomplete without the accompanying verbal discussion.
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To Participate, look for Polls in the SOA Event App or visit las.cnf.io in

your browser

Find The Polls Feature Under More
In The Event App or Under This

Session in the Agenda Type las.cnf.io In Your Browser

Q Search
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Poll: Where do you work?




Poll: What subject matter would you like
us to cover first?




Life Protection Products -
Market Trends




Poll: What percentage of the US market is
term insurance based on premium?




Life Product Market Shares

Percent of Annualized Premium, 2018 = $8.09B (annualized)

\
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Traditional Fixed UL
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L) Milliman

Source: LIMRA, 3rd Quarter 2018 U.S. Individual Life Insurance Sales Technical Supplement



Life Market: Where We’ve Been

2000 2006
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Trend

Index Universal Life (IUL) experience strong growth in absolute dollar

= Sales climbed 12 percent compared to 2017

Variable Universal Life (VUL) experienced strongest increase in terms of percent growth

Fixed UL product continue to beset due to discontinuation and rate hikes

Term product - steady decrease premium rates since 2000

WL sales growth continue steadily
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Product Trend: Term stable as rates decline
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IUL Sales (Premium Trend)
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ULSG Premium Trends

Annual Premiums, Male Age 55 Best NS Class, $1M Face
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Riders

Most common riders in life products (election rates is consistently low)
= Traditional waiver of premium

= Child/spousal term riders

= Accidental death benefit

Accelerated DB rider
= Terminal lliness acceleration — around 100% election rates

Chronic lliness rider
= No upfront charge, election rates are high

No lapse guarantee rider

= 33% of companies issued UL, median election rate at 84%

= 47% of companies issued |UL, median election rate at 59%
= 63% of companies issued VUL, median election rate of 72%

L milli
M I I I Iman Source: LIMRA, 2018 U.S individual Life Riders, availability and election rates
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Poll: When does a change to the valuation
manual need to be adopted to be
effective for 1/1 of the following year




Poll: What product could cause you to
lose your company wide exemption




Hot topics under PBR

*YRT

e PLT

*VM-31

*VM-51

* LATF calls 90s mins until June to sort through issues
to make effective 1/1/2020
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General Age/Amount Limits

Program |Imlt5

max age 58.8 75 @51,000,000
max face $1,000,000 $922,059 65 @52,500,000

* Programs available on Term and Permanent Life Products
Standard or better, but some allow substandard and some only preferred risks
Third Party Data: MIB, Rx, MVR, risk scores (internal or external)
Data Use
* NY Circular
* NAIC Big Data Workgroup
SOA Accelerated Underwriting Research
* Experience
* PBR
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High Face Mortality (ILEC data)

Only Preferred class structures, no post level term business
Aggregate data
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Poll: Is term mortality better permanent?




Number of Sum of Death Claim A/E Ratio 2015VBT by A/E Ratio 2015VBT by

Face Amount Band2 Deaths Amount Amount Policy
<100000 95,082 3,563,542,400 126.4% 133.4%
100000-249999 108,758  13,915,033,713 99.1% 101.5%
2500000-999999 78,760  30,485,875,965 87.0% 88.5%
~1M+ 21,187 44,860,707,024 83.5% 84.0%
Grand Total 303,787 92,825,159,102 87.9% 103.8%
1M+ Only

Number of Sum of Death Claim A/E Ratio 2015VBT by A/E Ratio 2015VBT by

Gender Deaths Amount Amount Policy
Female 6,237 14,978,420,392 85.3% 86.5%
Male 14,950 29,882,286,632 82.6% 83.1%

Number of Sum of Death Claim A/E Ratio 2015VBT by A/E Ratio 2015VBT by

Smoker Status Deaths Amount Amount Policy
Nonsmoker 20,449 43,592,182,828 83.7% 84.1%
Smoker 738 1,268,524,196 77.3% 83.0%
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1M+ Only

Number of Sum of Death Claim  A/E Ratio 2015VBT A/E Ratio 2015VBT by

Issue Age Group Deaths Amount by Amount Policy

18-24 41 57,980,302 88.2% 96.6%
25-29 186 270,890,253 82.3% 73.4%
30-34 859 1,188,757,809 80.5% 78.0%
35-39 1,746 2,559,699,458 79.8% 78.3%
40-44 2,266 3,666,988,760 87.2% 82.3%
45-49 2,331 3,686,491,894 80.7% 82.4%
50-54 2,174 3,598,349,108 78.0% 79.7%
55-59 1,980 3,470,787,463 78.5% 79.9%
60-64 1,737 3,418,346,456 87.5% 87.1%
65-69 1,620 3,473,155,801 93.0% 95.7%
70-74 1,783 4,915,323,531 87.8% 91.6%
75-79 2,294 7,208,311,802 81.3% 88.1%
80-84 1,712 5,959,753,586 86.9% 87.9%
85-89 441 1,349,467,584 73.6% 75.7%
90-94 17 36,403,217 57.7% 53.6%
95+ 0 - 0.0% 0.0%
Grand Total 21,187 44,860,707,024 83.5% 84.0%
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1M+ Only

Number of Sum of Death Claim A/E Ratio 2015VBT A/E Ratio 2015VBT by

Observation Year Deaths Amount by Amount Policy

2009 876 1,580,187,882 94.7% 92.4%
2010 1,603 3,212,725,353 92.7% 92.6%
2011 3,196 6,745,909,203 88.6% 88.6%
2012 3,515 7,847,013,407 88.9% 85.6%
2013 3,477 7,117,210,414 79.5% 82.1%
2014 4,138 8,864,651,847 78.0% 79.7%
2015 4,382 9,493,008,918 80.2% 81.3%
Grand Total 21,187 44,860,707,024 83.5% 84.0%

Number of Sum of Death Claim A/E Ratio 2015VBT A/E Ratio 2015VBT by

Insurance Plan2 Deaths Amount by Amount Policy

Term 10,079 15,627,019,029 79.2% 78.9%
All Perm 11,108 29,233,687,995 86.0% 89.4%
Grand Total 21,187 44,860,707,024 83.5% 84.0%
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1M+ Only

Term
Number of Sum of Death Claim  A/E Ratio 2015VBT A/E Ratio 2015VBT by
Issue Year Group Deaths Amount by Amount Policy
1980-1989 17 994 256.2% 256.1%
1990-1999 1,258 535,476 93.2% 87.7%
2000-2004 3,414 2,614,340 82.2% 81.0%
2005-2007 2,510 3,342,222 @ E
2008+ 3,262 6,745,428 80.4% 81.1%
Grand Total 10,461 13,238,461 81.0% 80.6%
Perm
Number of Sum of Death Claim  A/E Ratio 2015VBT A/E Ratio 2015VBT by
Issue Year Group Deaths Amount by Amount Policy
1980-1989 273 414,217,201 79.3% 86.3%
1990-1999 2,657 4,998,289,705 104.1% 102.9%
2000-2004 3,904 9,794,475,886 89.9% 93.7%
2005-2007 2,791  10,115,027,115 @ @
2008+ 1,483 3,911,678,088 82.7% 85.6%
Grand Total 11,108 29,233,687,995 86.0% 89.4%
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1M+ Only, Durations 3+
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No contestability period claims, preferred class structures only
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lllustrations
e AG 49

e State mandates
* NY (Reg 210)
 CA (HB AB-2634)
 TX (HB 207)

* PBR & 17 CSO
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Poll: What is the least likely way a
disruptor will enter into the market?




Disruptors

* Haven

* Bestow

e Ethos

e Fabric

e Health IQ

e Ladder
 Policy Genius
* SOoFi

* Life by Spot




Product Development Trends -
Constraints




Poll: Which of the following is not a
concern regarding moving to the 2017
CSO?




Constraints

Product redesign and filing for 2017 CSO requirements

Adoption and modeling effort for PBR

Staffing

Market Perception

= Product performance impact

= Potential for “fire sale”

L) Milliman



GAAP Targeted
Improvements




Poll: Which of the following is NOT true
about GAAP targeted improvement?




Some of what’s changing

* Assumptions are no longer locked in

* Maintenance and admin expenses not part of reserve — expensed as
incurred

* No more PADs

e DAC is in straight line

* Change in interest will flow to OCI
* Will have to transition inforce

e 2021 until hear otherwise
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Other — use social Q/A to suggest topic

or question
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Social Q&A
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