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Antitrust Notice for Meetings

Active participation in the Society of Actuaries is an important aspect of membership. However, any Society activity that arﬁuably could
be perceived as a restraint of trade exposes the SOA and its members to antitrust risk. Accordingly, meeting participants should refrain
from any discussion which may provide the basis for an inference that they agreed to take any action relating to prices, services,
production, allocation of markets or any other matter having a market effect. These discussions should be avoided both at official SOA
meetings and informal gatherings and activities. In addition, meeting participants should be sensitive to other matters that may raise
particular antitrust concern: membership restrictions, codes of ethics or other forms of self-regulation, product standardization or
certification. The following are guidelines that should be followed at all SOA meetings, informal gatherings and activities:

e DON'T discuss your own, your firm’s, or others’ prices or fees for service, or anything that might affect prices or  fees, such as costs,
discounts, terms of sale, or profit margins.

¢ DON'T stay at a meeting where any such price talk occurs.

¢ DON'T make public announcements or statements about your own or your firm’s prices or fees, or those of competitors, at any SOA
meeting or activity.

* DON'T talk about what other entities or their members or employees plan to do in particular geographic or product markets or with
particular customers.

e DON'T speak or act on behalf of the SOA or any of its committees unless specifically authorized to do so.

* DO alert SOA staff or legal counsel about any concerns regarding proposed statements to be made by the association on behalf of a
committee or section.

¢ DO consult with your own legal counsel or the SOA before raising any matter or making any statement that you think may involve
competitively sensitive information.

¢ DO be alert to improper activities, and don’t participate if you think something is improper.

e If you have specific questions, seek guidance from your own legal counsel or from the SOA’s Executive Director or legal counsel.
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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 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.
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Agenda

* Introductions and get-to-know-you
 What do we mean by worksite?
* Trends in the worksite market

e Popular life policy riders

e Survey and questions




Introductions

2%



Your speakers

Bill Mehilos Mike Santore

Consulting Actuary Consulting Actuary
Milliman Milliman

Indianapolis Indianapolis

formerly with Trustmark formerly with Transamerica
Robert Eaton

Consulting Actuary
Milliman

Tampa
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But who are you?




What do we mean by

worksite?
gé\ >>>
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What do we mean by worksite?

e Sold at employer

e Distinction between worksite and voluntary group
term

e Usually voluntary and employee paid via payroll
deduction

e Can be term or permanent

e Filed as individual or group




Worksite products

e Critical lliness or specified disease
10%

Worksite 2013 Mix

. .
ACCldent 28% of Sales by Product*

e Disability Income % e

e Hospital Indemnity = DI

e Term Life 12% .Eg/nscueprscl\lﬂec

 Permanent Life :/;ccifelnt
enta

* Other... 10% other

8%

* Source: Eastbridge Consulting
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How is this different from individual?

e Sold in a group environment
e Underwriting differences

e Group billing




Sales process

e Types of enrollments

 Shift of linking with enrollment of core medical
benefits

e Sometimes ancillary enrollment services (benefit
statements, dependent audit)

e Shorter sales process than individual




Product features

e Usually intended for death benefits, not a major
emphasis on investment component

e Usually nothing complex like VUL, UL, or complex
ULSG

e Policyholders typically don’t vary premium (payroll
deduction)

e Riders (Robert to expand upon later)

e Re-enrollments (increases/other products, billing
changes)




Other policy characteristics

e Policy Sizes

e Commissions
* Participation
e Lapsation




Stakeholders

e Carriers

e Distribution
e Employers
* Employees




Trends in the worksite

T



(Santore’s slides — placeholder)




Popular riders
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Life policy riders - Ancillary

e \Waiver of premium (e.g. disability)
e Child term life

e Spouse term life

e Accidental death

e Terminal illness




Critical illness riders

e Accelerates benefit in the event of covered critical
illnesses

e Five major benefit triggers
e Cancer

Heart attack

e Stroke

e End-stage renal failure

e Major organ failure

e Rider to life policy, typically has limited coverage
e Usually sold with permanent policy (UL, WL)




Critical illness riders

e Difficult to pass test of incidental value

e Health rider must have a value of 10% or less of the base
life policy

e Critical illness incidence rates are high compared with
mortality

e Benefit structure should reflect this
e Smaller acceleration amounts (10% - 50%)

e Reduction in acceleration amounts for certain age
brackets

e Indemnity payment (e.g. lump sum)
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Chronic illness / LTCi riders

e Triggered by activity of daily living (ADL) deficiency

e [nability to perform 2 / 6 of:
e Bathing
* Dressing
* Eating
e Toileting
e Transferring
e Continence

e Sold usually with permanent policies (UL, WL)




Chronic illness / LTCi riders

e Eligibility
e Elimination period (e.g. 90 days)

 Must be certified eligible by licensed health care
practitioner




Chronic illness / LTCi riders

e Payments may be reimbursement or indemnity

e Indemnity acceleration:
e X% of FA each year you qualify
e Single lump sum

 Daily or monthly amounts (e.g. $S300 / day, 4% FA per
month)

e HIPAA limits apply

e Reimbursement
e LTCionly
e No limit on tax qualified benefit payments
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Critical v Chronic (LTC) incidence

e How can we pass the incidental value test?

Female Incidence per 1000 by AA Male Incidence per 1000 by AA
140.00 160.00
120.00 140.00
100.00 120.00
80.00 100.00
60.00 80.00
40.00 60.00
20.00 40.00
—— 20.00
35373941434547495153555759616365676971737577798183858789
0.00
e (| LTC emm==?2015 VBT 35373941434547495153555759616365676971737577798183858789

e— | LTC emmm=?015 VBT
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Critical v Chronic (LTC) incidence

e How can we pass the incidental value test?

Female Qw v Mortality by AA Male Qw v Mortality by AA
600% 600%
500% 500%
400% 400%
300% 300%
200% 200%
100% < 100%
0% 0%
35373941434547495153555759616365676971737577798183858789 353739414345474951535557596163656769 71737577 798183858789
e Female Female = \ale Male
Clv Qx LTC v Qx Clv Qx LTC v Qx

SOCIETY OF
ACTUARIES




Critical v Chronic (LTC) incidence

e How can we pass the incidental value test?
e Limit maximum payouts
e Adjust payouts by age

e Remove critical illness and chronic illness payouts
which also qualify as terminal illness




Chronic illness / LTCi riders - Financing

e Accelerated benefits model regulation (620)

e [IPRC Additional Standards for Accelerated Death
Benefits

e Dollar-for-dollar
e Explicit premium paid for rider (e.g. 4% of base policy)

e Benefits paid out exactly as requested (e.g. requested
acceleration of 40%, pays 40% FA)

e Pooling of risk among all rider purchasers

e Actuarial discounting
e No explicit premium
* ‘haircut’ taken from accelerated amount to account for
actuarial present value of taking early death ben

e Expenses also assessed at payment
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Chronic illness / LTCi riders - Financing

e Actuarial discounting
* No explicit premium

e ‘haircut’ taken from accelerated amount to account for
actuarial present value of taking early death ben

e Expenses also assessed at payment
* No pooling - individual policyholders pay on benefit

e Lien approach
* No explicit premium
* Interest assessed on accelerated amount
e No pooling
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Chronic illness / LTCi riders - Marketing

e Easy to market SO premium rider
 Many include this as a part of all policies

e Dollar-for-dollar approach simpler at benefit
payment
e Easier to understand
e Less policyholder confusion




Worksite life survey
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Survey

* What questions would you like to see?




J
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