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Actuaries Suggest Focus on Risk and Financial Security Issues
to Policymakers Ahead of State of the Union Speech

WASHINGTON—Ahead of President Trump’s 2018 State of the Union speech, the American Academy of
Actuaries is offering expertise on risk and financial security issues to public policymakers on issues the president
may name as priotities in the speech, as well as on some that may not receive such attention.

“The American Academy of Actuaries’ mission is to provide objective and nonpartisan actuarial analysis of public
policy — and this information aids Social Security, Medicare, Medicaid, and the public and private pension plans and
insurance systems that millions of Americans depend on,” said Academy President Steve Alpert. “As we learn the
president’s priorities for 2018, and Congress debates proposals affecting the sustainability, design, and other aspects of
these plans and systems, the Academy’s expert fellows are available to discuss their actuarial implications.”

The Academy regularly provides policymakers at all levels of government with actuarially informed perspectives
on risk and financial security issues, including both ongoing and emerging critical issues that the president may or
may not include in his speech, such as:

e Health insurance market stability. For policymakers, understanding potential solvency and adverse

selection concerns surrounding the expansion of association health plans and insurance sales across

state lines is critical. Expansion efforts can affect the composition and balance of insurance tisk pools,
insurer participation in markets, and costs and risks to policyholders, taxpayers, insurers, and other

stakeholders.

e The long-term sustainability of entitlement programs such as Medicare, Medicaid, and Social Security.

According to the 2017 trustees’ report, the Medicare Hospital Insurance Trust Fund’s assets are

projected to run out in 2029. Increased general revenue contributions, premiums, and cost-sharing for
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the Supplementary Medical Insurance Trust Fund will put financial pressure on beneficiaries and the
federal budget. Medicaid block-grant and similar funding proposals have the potential to significantly
impact state budgets, Medicaid enrollees, providers, managed care organizations, and other health care
system stakeholders. Social Security surplus assets are expected to be depleted by 2034, at which point
only 77 percent of the promised benefits can be paid without a change in the promised benefits or
additional financing. The sooner a solution is implemented to ensure the sustainable solvency of Social
Security, the less disruptive the needed solution will be.

e The retirement income security of current and future retirees, particulatly in light of the continuing shift
toward defined contribution plans and of the financial condition of distressed multiemployer plans.
These trends have wide-ranging consequences for retirees, taxpayers, plan sponsors, and the Pension
Benefit Guaranty Corp. Policymakers should consider innovative options for providing retirees with a
secure lifetime income in particular, including those outlined in the Academy’s October 2017 position

statement, “Reszrement Income Options in Enployer-Sponsored Defined Contribution Plans.”

e Financial services regulatory frameworks. The Academy’s Risk Management and Financial Reporting
Council provides technical expertise on insurance regulatory issues like solvency and capital adequacy.
Federal policymakers should consider ways to tap actuaries’ well-established expertise in the regulation
and oversight of insurance. The council’s Financial Regulatory Task Force has described how two
financial services reform bills, the Financal CHOICE Act (H.R. 10) and the Economic Growth, Regulatory
Relzef, and Consmmer Protection Act (S. 2155), could be modified to ensure that the new non-bank advisory

or advocacy frameworks they create benefit from dedicated actuarial expertise.

e The renewal and improvement of the nation’s flood insurance framework. Reauthorization of the
National Flood Insurance Program provides an opportunity for legislators to modernize the nation’s
approach to flood insurance to account for better data and modeling regarding floods and to consider
reinsurance options, the consequences of rising sea levels, and the potential expansion of the private
market for flood insurance. The Academy’s flood insurance monograph provides extensive discussion

of the policy considerations relevant to these options.

Learn more about the Academy’s work on risk and financial security issues under the public policy tab at actuary.org.
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The American Academy of Actuaries is a 19,000-member professional association whose mission is to serve the public and
the U.S. actuarial profession. For more than 50 years, the Academy has assisted public policymakers on all levels by providing
leadership, objective expertise, and actuarial advice on risk and financial security issues. The Academy also sets qualification,
practice, and professionalism standards for actuaries in the United States.


http://www.actuary.org/files/publications/Statement.RetireIncome.10.17.pdf
http://www.actuary.org/files/publications/CHOICE_Act_Comment_Letter_051917.pdf
http://www.actuary.org/files/publications/Academy_S2155_Economic_Growth_Act_FinReg_Comment_Letter_01172018.pdf
http://www.actuary.org/files/publications/Academy_S2155_Economic_Growth_Act_FinReg_Comment_Letter_01172018.pdf
http://www.actuary.org/files/publications/FloodMonograph.04192017.pdf
http://www.actuary.org/

