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The American Academy of Actuaries is a national organization formed in 1965 to bring together, in a single entity, actuaries of all specializations within the 
United States. A major purpose of the Academy is to act as a public information organization for the profession. Academy committees, task forces and work 
groups regularly prepare testimony and provide information to Congress and senior federal policy-makers, comment on proposed federal and 
state regulations, and work closely with the National Association of Insurance Commissioners and state officials on issues related to insurance, pensions and 
other forms of risk financing. The Academy establishes qualification standards for the actuarial profession in the United States and supports two independent 
boards. The Actuarial Standards Board promulgates standards of practice for the profession, and the Actuarial Board for Counseling and Discipline helps to 
ensure high standards of professional conduct are met. The Academy also supports the Joint Committee for the Code of Professional Conduct, which 
develops standards of conduct for the U.S. actuarial profession. 
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December 5, 2008 
 
Ms. Anne Kelly, Chair 
Property Risk-Based Capital Working Group 
Capital Adequacy (E) Task Force 
National Association of Insurance Commissioners 
 
Re: Risk-Based Capital Underwriting Factors – 2009 Update 
 
Dear Ms. Kelly: 
 
At the request of the National Association of Insurance Commissioners (NAIC), the American Academy 
of Actuaries’ Risk-Based Capital Committee (Committee) provides this update to the September 2007 
report “An Update to the Risk-Based Capital Underwriting Factors” and the related March 2008 
addendum.  The Committee was asked to provide the underwriting factors using the same cap of 15% 
applied to our recommended factors (from the March 2008 addendum) that were adopted by the NAIC 
in June 2008.  We did so using the original 2007 study as our actuarially indicated factors.  
 
As shown in the attached exhibits, nearly 60% of the factors, by count and by weighted RBC charge, are 
affected by the cap, as compared to nearly 80% at initial adoption.  This implies that the risk charges are 
moving towards statistically derived factors although most charges have not moved all the way to the 
actuarially indicated factors.   
 
The weighted aggregate impact, prior to the effect of any covariance adjustments, remains small at 0.3% 
for this 2009 update following an aggregate impact of -1.4% at initial adoption.  (Note: The impact is 
measured by applying factors to 2007 reported data.)   
 
As with the original report, the exhibits illustrate the impact of the change in factors by line groupings.  
The indicated factors continue to go in the direction of increasing RBC for reinsurers, decreasing RBC 
for personal lines insurers, and maintaining a fairly moderate level for commercial lines and medical 
malpractice insurers. 
 
We are pleased to assist the NAIC in this important revision.  Please feel free to call on us any time we 
can help. 
 
Sincerely, 
 
 
 
 
Alex Krutov, Chair 
American Academy of Actuaries’ P/C Risk-Based Capital Committee 
 


