
FACI Needs Actuaries
Academy advises in a letter 
to the Treasury
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UrgenT AcTion is needed to address Social 
Security’s and Medicare’s solvency problems, the 
Academy stressed during its May Capitol Hill 

briefings on the 2011 Social Security and Medicare trustees’ 
reports. The Social Security Trustees Report released in May 
projects that the Social Security trust fund will run out of 
money in 2036—one year sooner than was projected in last 
year’s report. The Medicare Trustees Report, also released in 
May, states that the Hospital Insurance (HI) Trust Fund will 
be depleted in 2024, five years earlier than projected last year.

The longer Congress waits to tackle Social Security’s 
long-term solvency challenges, Janet Barr told congres-
sional staffers during the May 26 Social Security briefing, 
the more painful the solutions will be.

Barr, chairperson of the Academy’s Social Security 
Committee, and Stephen Goss, chief actuary at the Social 
Security Administration (SSA) and a member of the Social 
Security Committee, presented an overview of the Acad-
emy’s recently released issue brief, An Actuarial Perspec-

tive on the 2011 Social Security Trustees Report. Barr and 
Goss reviewed the metrics used to describe Social Security 
finances, and discussed the principles for reform. They also 
examined four specific reform options (including increas-
ing the Social Security normal retirement age), and pre-
sented a summary and comparison of two reform propos-
als that currently are under consideration by policymakers.

The Social Security trust fund projections are some-
what weaker than anticipated a year ago, Goss said, 
because recovery from the 2007–2009 recession has been 
slower than anticipated. Demographic trends are also a 
factor, as there has been a slight increase in life spans and 
a slight drop in birthrates in the past year.

“If reform is enacted now, people have a chance to 
plan,” Barr said. Changes to the program could be phased 

in gradually so there wouldn’t be a sudden increase in the 
tax rate or drop in benefits. If Congress takes action to 
bring the trust fund into actuarial balance in 2011, it will 
have to raise the Social Security tax (OASDI) rate from 12.4 
percent to 14.55 percent or cut benefits by 13.8 percent—or 
some combination of the two. If Congress waits until 2036 
to make changes to the program, the numbers go to 16.4 
percent and 23 percent respectively, she said.

If Social Security benefits payments exceed Social 
Security revenues, we know that as time goes on, we will 
start having problems again, said Barr. That’s why the 
Academy believes that any modifications to the Social 
Security system should include sustainable solvency as a 
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Volunteer Survey
complete online survey  
by July 15

Electronic Balloting
Academy seeks to expand 
voting participation

Working With 
Auditors
new practice note released
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Capitol Hi l l  Br ief ings on Social Security and Medicare Trustees Reports

Time to Act Is Now

The presidenTs of The five U.s.-bAsed 
AcTUAriAl orgAnizATions  have intro-
duced a proposal to improve the current discipline 

process. The proposal aims to increase efficiency and pro-
vide greater consistency of discipline outcomes.

In a joint letter to the members of the Academy, ASPPA 
College of Pension Actuaries, Casualty Actuarial Society, 
Conference of Consulting Actuaries, and Society of Actuar-

ies, the presidents of each of the five organizations wrote 
that the proposal intends to improve the current frame-
work by streamlining the discipline and appeals processes. 
“under the proposal, future disciplinary recommendations 
will be submitted for determination to a single, representa-
tive joint disciplinary panel; all appeals will be considered 
by a joint appeal panel,” they wrote.

joint Discipline Proposal unveiled

See Briefings, PAge 5

See discipline, PAge 6

stephen goss (left), chief actuary at the social security
Administration, talks to a congressional staffer following the
May 26 social security briefing.

http://www.actuary.org/pdf/AcademyHillBriefing_Trustees_Report_110526.pdf
http://www.actuary.org/pdf/SocialSecurity_Trustees_IB_112505.pdf
http://www.actuary.org/pdf/SocialSecurity_Trustees_IB_112505.pdf
http://www.actuary.org/email/2011/JointDisciplineCouncil_Letter_110510.pdf


get involved
Interested in becoming a 
more active member of the 
Academy? Take a moment to 
complete the 2011 Academy 
Volunteer Survey, which is 
available online until July 15. 
you can access it through the 
email you received on June 16 
or from the member log-in 
page on the Academy website. 
The web-based survey is user-
friendly and takes only a few 
minutes to complete.

“The Academy depends 
on its volunteers, both as a 
critical element in conduct-
ing the work of the Academy 
and as an important element 
in keeping the focus of the 
Academy’s work aligned with 
the needs of our members,” 

said Academy President Mary 
Frances Miller.

The survey allows you to 
indicate the volunteer groups 
on which you are interested in 
serving and to describe your 
particular areas of experience 
and expertise. This informa-
tion will help the Academy 
match as many members as 
possible to committees seek-
ing volunteers. A list of the 
Academy committees and task 
forces and a short description 
of each group’s primary activi-
ties are provided within the 
survey for easy reference.

you also can indicate if 
you are interested in serving 
on the Academy Advisors 
panel. The panel provides 
perspective to the Academy 

leadership’s decision-making 
by responding to short, pe-
riodic online surveys. And 
there is a space for you to 
indicate that you have an in-
terest in writing articles for 
Academy publications.

“Volunteering for the 
Academy offers the benefits 
of professional growth, career 
development, networking op-
portunities, developing rela-
tionships with leaders within 
the profession, expanding 
your knowledge of issues that 
affect our work and practices, 
and, in some cases, earning 
continuing education (Ce) 
credit,” Miller said.

last year’s volunteer 
recruitment efforts led to 
the placement of more than 
100 Academy members on 
various committees and ap-
proximately 285 members on 
the Academy Advisors panel. 
In addition, more than 50 
members volunteered for the 
Pension Assistance list (PAl), 
a nationwide referral service 
created by the Academy to 
help individuals understand 
their pension benefits.

If you have questions about 
volunteering for the Academy, 
contact Stephanie Blanding, 

Academy NewS Briefs
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c a l e n d a r

juNE
8–9 Actuarial Standards Board meeting, 
Washington

29 Professionalism webinar: The 
Profession’s Responsibility to the Public 
(Academy, ASPPA, CAS, CCA, SOA)

july 
11 Summer Summit, Washington 
(Academy)

12 Capitol Hill briefing: Weathering 
the Storm: Putting the National Flood 
Insurance Program on Actuarial Solid 
ground, Washington (Academy)

13 ASOP No. 41 Actuarial Communications 
audiocast (Academy, CIA, CCA)

14–17 NCOIL summer meeting, Newport, 
R.I.

29 Casualty Actuaries of europe summer 
meeting, London

AuguST 
5-6 International Association of Black 
Actuaries meeting, Boston

11 Academy executive Committee 
meeting, Washington

11–13 46th Actuarial Research 
Conference, Storrs, Conn. (SOA)

29-sept. 1 NAIC summer meeting, 
Philadelphia

SEPTEmBEr
14–15 Actuarial Standards Board meeting, 
Washington

15 CUSP meeting, Chihuahua, Mexico

16–17 NAAC meeting, Chihuahua, Mexico

21 Professionalism webinar: Code of 
Professional Conduct (Academy, ASPPA, 
CAS, CCA, SOA)

29–oct. 2 IAA meeting, Zagreb, Croatia

OCTOBEr 
16–19 SOA annual meeting, Chicago

23–26 CCA annual meeting, Las Vegas

24 Academy annual meeting, Las Vegas

28 Board of Directors meeting, 
Washington 

NOVEmBEr 
3–6 NAIC fall meeting, Washington

6–9 CAS annual meeting, Chicago

➜ CONTINUeD ON page 3

To continue receiving the 
Update and other Academy 

publications on time, 
remember to make sure 
the Academy has your 

correct contact information. 
Academy members can 

update their member profile 
at the member log-in page 
on the Academy website.

product recall video
ACTuAry KEVIN BINghAm talks about the 
risk of a product recall and how to plan for it in 
the Academy’s newest youTube video. Bingham, 
a principal at Deloitte Consulting llP in Hart-
ford, Conn., is chairperson of the Academy’s 
Medical Malpractice Subcommittee and is the 
co-author of  “product recall: covering Your 

bottom line,” which appeared in the March/
April 2011 issue of Contingencies. 

nominations for the 2011 Jarvis farley 
service award due July 12

For more information or to nominate a candidate, go 
to http://www.actuary.org/awards/farley.asp.

nominations for the 2011 robert J. Myers 
public service award due July 8

For more information or to nominate a candidate, go to 
http://www.actuary.org/awards/myers.asp.
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membership services coordina-
tor, at volunteer@actuary.org 
or 202-223-8196.

Better late than never
you still can renew your Acad-
emy membership for 2011, al-
though a 20 percent late fee is 
assessed after May 1. It’s easy 
to make your dues payment 
online: Just log in to the Acad-
emy website, click “Pay dues” 
on the member welcome page, 
and follow the instructions. 
If you have any questions 
about paying dues or about 
your membership status, 
contact Mary McCracken, 
the Academy’s membership 
database administrator, at 
membership@actuary.org or 
202-223-81960.

in the news
Academy Senior Health Fel-
low cori Uccello was quoted in 
Health Plan Week on April 4 and 
in Employee Benefit Adviser on 
April 13. uccello discussed the 
Academy’s March 28 statement 
warning policymakers that they 
will need to enact alternatives 
to help limit adverse selection 
if the individual coverage man-
date is stripped from the Af-
fordable Care Act. She said the 
individual mandate is likely to 
be the most effective approach 
to insuring a broad cross section 
of risk in the pool, adding that 
the Academy has supported 
strengthening the individual 
mandate. The Academy 
issued the statement after 
the u.S. Government Ac-
countability Office released 
a report examining possible 
alternatives to the mandate. 
See the April Update for 
additional coverage.

The Academy’s April 4 
Capitol Hill briefing on 
retirement risk was the 
subject of an April 5 Bu-

reau of National Affairs report. 
The briefing featured Academy 
Pension Practice Council Vice 
President ethan Kra, senior 
partner and chief actuary at 
Mercer in New york, and lane 

west, a consulting actuary with 
Stanley Hunt DuPree & Rhine 
in Greensboro, N.C., and a 
member of the Academy’s Pen-
sion Committee. Kra and west 
identified several public options 
to promote risk pooling and en-
courage personal savings.

During the briefing, Kra 
and west provided a hypo-
thetical example to illustrate 
“timing risk,” the risk that a 
worker’s retirement will com-
mence during a down market 
and he or she will begin draw-
ing down assets when they are 
reduced in value, ultimately 
making it more difficult to 
recover the retirement ac-
count’s full value during better 
economic conditions. The ex-
ample appeared in an April 13 
Reuters personal finance col-
umn. See the April Update for 
additional coverage, or watch 
the briefing on the Academy’s 
YouTube channel.

The Academy’s adverse selec-
tion and sustainability concerns 
about the Community living 
Assistance Services and Sup-
ports (ClASS) Act were cited 
in an op-ed by Sen. John Thune of South Dakota that was pub-

lished by Roll Call on April 5.

A profile of the Academy’s 
Pension Assistance list (PAl) 
program ran in the April 11 is-
sue of Forbes. PAl volunteer 
thomas lowman, a consulting 
actuary for Bolton Partners 
in Baltimore, was quoted in 
the article stating that most 
pension calculation errors 
are not the result of math 
mistakes but come from incor-
rect facts being used in those 
calculations.

Bill hallmark, chairperson of 
the Academy’s Public Plans 
Subcommittee, discussed the 
costs of early retirement incen-
tives to public pension plans in 
an April 19 Bloomberg article. 
Hallmark said that early retire-
ment incentives are unlikely to 
have a “significant impact” on 
pension systems, because the 
costs tend to be amortized over 
an extended period.

To find out about other ac-
tuaries in the news and for ex-
ternal links, visit the Academy’s 
newsroom. 
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➜ CONTINUeD FROM page 3

P/C Risk-Based Capital: State 
and International Solvency 

Regulation
Webinar Recording Available on CD-ROM

learn about the latest developments concerning 
regulatory capital requirements for U.s. p/c 
insurance enterprises. presenters at the May 31 
webinar discussed:

➥  The ongoing revision of p/c risk-based 
capital requirements;

➥  The nAic solvency Modernization 
initiative;

➥  solvency ii; and
➥  international Association of insurance 

supervisors (iAis) developments

click here to download the cd order form. to 
learn more about the webinar, visit our website.

P/C Effective Loss Reserve 
Opinion Seminar: Tools for 

the Appointed Actuary
Nov. 16–17, Baltimore

seminar sessions on the first day will cover foundational 
topics, while sessions on the second day will focus on 
more advanced subjects. participants may register for 
either or both days. The seminar is presented annually 
by the Academy’s committee on property and liability 
financial reporting.

For more information, contact gabriel Swee  
(swee@actuary.org; 202-223-8196)
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Hold the Date: October 24
2011 Academy Annual Meeting

and Awards Luncheon 
JW Marriott Las Vegas Resort & Spa
Held this year in conjunction with the 
Conference of Consulting Actuaries 
Annual Meeting

FACI Needs Actuaries

AcTUAries shoUld be pArT 
of the u.S. Treasury Department’s 
new Federal Advisory Committee 

on Insurance (FACI), Academy President 
Mary Frances Miller wrote in a June 8 letter 
to Jeffrey Goldstein, Treasury’s undersecre-
tary for domestic finance.

Treasury is creating the FACI to assist the 
Federal Insurance Office (FIO) in carrying 
out its duties and authorities. The FIO was 
created last year as part of the Dodd-Frank 
wall Street Reform and Consumer Protec-
tion Act of 2010 to monitor all aspects of the 
insurance sector.

In a notice published in the May 13 Fed-
eral Register, Treasury announced that it is 
seeking individuals with “relevant expertise” 
to serve on the committee and that commit-
tee appointments will be made with the 
“objective of creating a diverse and balanced 
body with a variety of interests, backgrounds, 
and viewpoints represented.”

Treasury’s goal of finding committee 
appointees with the necessary diversity 
and experience “will not be realized if 
the committee does not include individu-
als with direct actuarial expertise,” Miller 
wrote. She noted that “much of the infor-

mation that the FIO, and therefore the 
FACI, will examine, will emanate from 
actuaries in the insurance industry.” The 
work of technical advisers on staff needs 
to be reviewed to ensure that resources are 
deployed appropriately and adequately to 
complete the office’s mission, Miller said.

“Just as it is necessary to have actuarial 
oversight at the state regulatory level to fully 
assess the industry’s actuarial work product, 
it is important, if not more important, at the 
federal level to assist the committee and the 
FIO director in navigating these complex 
issues,” Miller said. 
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primary goal. Change is needed to ensure that the program is solvent 
for the next 75 years, and at the end of that 75-year period, the trust 
fund ratio should be stable or on an upward trend.

Social Security reform is an opportunity to make changes to the 
fundamental principles on which Social Security was founded, Barr 
emphasized to the congressional staff in the audience. Policymakers 
need to look at the current system’s principles and decide if they 
are still appropriate or if changing times indicate a need for more 
fundamental reform.

“Should Social Security be available and provide a sufficient ben-
efit for everyone, or is it a benefit that is meant to prevent poverty 
in retirement?” she asked. A program based on individual equity 
would have benefit levels that directly relate to contribution levels. 
A worker with twice the contribution amount of another worker, for 
example, would receive twice the benefit. A program based on social 
adequacy acts more like a safety net for lower-income participants. 
If social adequacy is the sole objective, benefits might be the same 
for all workers, regardless of earnings and contribution levels, or 
might even be lower for high earners or for those who had saved 
more for retirement.

Our current Social Security system is somewhere on a scale 
between individual equity and social adequacy, Barr said. when 
looking at reform options, we should consider which way the 
changes will move us on the scale and whether the changes are con-
sistent with the principles on which we want to base Social Security.

Since 2008, the Academy has advocated raising the Social Security 
retirement age. when Social Security benefits were first paid in 1940, 
people who retired at 65 could expect to live approximately 12 years. 
Somebody who retires at age 65 today can expect to live 17 years.

“People are living longer,” said Goss. “That is a good thing, but 
unfortunately it has a negative impact on the funding for Social 
Security.” The SSA accounted for two of the additional five years of 
longevity by bumping up the normal retirement age to 67, Goss said, 
but further increases are needed to bring it in line with the expecta-
tions of the program when it was founded. “In any reform, we need 
to take into account that people working in physically demanding 
jobs don’t have the same ability to work longer,” Barr added.

Another reform option mentioned by the presenters during the 
briefing would be to raise the taxable wage base. The taxable wage 
base for 2011 is $106,800, and earned income above that level is not 
subject to OASDI taxes. That means that only 85 percent of all earn-
ings are taxable, Barr said, adding, “Historically that number has 
been 90 percent.” If Congress increases the taxable wage base gradu-
ally until we reach 90 percent ($230,000) in 2050, she explained, it 
would eliminate 35 percent of the deficit.

Barr and Goss also reviewed reform proposals from President 
Obama’s National Commission on Fiscal Responsibility and Reform 
and the Bipartisan Policy Center’s Debt Reduction Task Force.

The Fiscal Commission’s proposal tries to strike a balance 
between benefit reductions and revenue increases, Goss said. Key 
provisions include raising the normal retirement age and raising the 
taxable wage base. It also proposes allowing retirees to receive up to 
50 percent of their benefits at age 62 (with an actuarial reduction) 
and receive the rest of their benefits at a later age.

The Bipartisan Policy Center’s proposal doesn’t change the retire-

ment age, but it does include a longevity adjustment in the benefit 
formula that has a similar effect, Goss said. The primary difference 
between the two plans is that under the Policy Center’s proposal, 
60 percent of the deficit would be solved by changes to taxation. As 
with the Fiscal Commission’s proposal, the taxable wage base would 
gradually increase. In addition, the Policy Center’s proposal would 
require OASDI payroll taxes to be paid on all employer-sponsored 
group health insurance premiums, and health savings accounts and 
flexible spending accounts benefits (which currently are excluded).

Barr and Goss concluded the Social Security briefing by compar-
ing benefits under both proposals with current law. under the Fiscal 
Commission’s proposal, benefits would be higher than current law 
for workers in the very low and low earnings groups who retire in 
2030 at age 65 after working for 30 years or more, and would be 
lower than current law incrementally for workers in the medium, 
high, and maximum earnings groups. Benefits paid under the Bipar-
tisan Policy Center’s proposal would not change dramatically from 
the current system. Benefits would be higher than current law for 
workers in the low earnings group, and would be about 90 percent 
of current law benefits for workers in the very low, medium, and 
high earnings groups, and would be about 85 percent of current law 
benefits for those in the maximum earnings group.

Medicare trustees report
Prompt action also is needed to restore Medicare’s long-term sol-
vency and financial sustainability, according to the Academy’s Medi-
care Steering Committee in its new issue brief, Medicare’s Financial 

Condition: Beyond Actuarial Balance. “The sooner we take corrective 
action, the more flexible we can be, the more options we have, and 
the more gradual the implementation can be,” Tom wildsmith, vice 
president of the Academy’s Health Practice Council, told policymak-
ers at a May 27 Medicare briefing. According to the trustees’ report, 
under current law, payroll tax revenues will cover approximately 90 
percent of HI benefits in 2024, the year the trust fund is projected to 
be depleted. The HI trust fund pays primarily for inpatient hospital 
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Briefings, continued from Page 1

See Medicare, PAge 10

Tom Wildsmith, vice 
president of the Academy’s 
health Practice Council, 
urges policymakers to take 
prompt action to restore 
medicare’s long-term 
solvency at the may 27 
medicare briefing.

http://www.actuary.org/pdf/health/Medicare Financial IB Final 052511.pdf
http://www.actuary.org/pdf/health/Medicare Financial IB Final 052511.pdf


Along with their letter, the presidents released two documents to 
provide members with a better understanding of the proposal—a set 
of questions and answers and a side-by-side comparison of the cur-
rent process and the proposed process.

The presidents also reported that their boards of directors have 
agreed in principle to move the proposal forward for member con-
sideration. Members of the organizations will have to vote on bylaw 
and/or constitutional amendments to allow each of the organiza-
tions to enter into a joint agreement. A draft of that agreement also 
is available for members to review. It is expected that members of 
the five organizations will vote on these amendments during each 
organization’s annual election cycle.

—andrew Simonelli

6

organization election time frame*

American Academy of Actuaries
opens in early August; one-
month period

AsppA college of pension Actuaries opens July 22; closes Aug. 9

casualty Actuarial society opens Aug. 1; closes Aug. 31

conference of consulting Actuaries
opens in early August;  
35-day period

society of Actuaries opens Aug. 8; closes sept. 2

*subject to change

Academy moves Forward With Electronic Balloting

The AcAdeMY Will begin elecTronic bAlloTing 
for the election of regular directors in August. This will mark 
the first time in the Academy’s history that this method will be 

used for the election of regular directors and that the election will 
not take place at the annual meeting. The electronic voting process, 
which is being implemented on a one-year trial basis, is an effort to 
expand participation beyond those who attend the annual meeting. 
Members who participate in the new electronic balloting also will 
be voting on proposed bylaw changes, which will include proposed 

discipline changes (see related article below).
As reported in the May Update, the Academy board of directors 

authorized the Academy to implement an electronic voting process 
for open regular director positions on the Academy’s board. This trial 
electronic voting process will be conducted by a professional third-
party vendor experienced in similar elections. electronic voting will 
be open to all members for a minimum of 28 days, with results to be 
tabulated for announcement by Oct. 24, 2011—the day of the Acade-
my’s annual meeting. 

Discipline, continued from Page 1

life Briefs

➥  Andy Ferris, senior manager for Deloitte Consulting 

in Chicago, has been appointed the chairperson of the 

Academy’s newly formed Contingent Annuity Work 

group. Others joining that group are Noel Abkemeier, 

consulting actuary and principal for Milliman in 

Williamsburg, Va.; Peter Bondy, consultant for B&A 

Advisors and Consultants in Baton Rouge, La.; Christian 
DesRochers, executive director for ernst & Young 

in Hartford, Conn.; David Hippen, an actuary for the 

Missouri Department of Insurance in Jefferson City; 

Barbara Lautzenheiser, principal for Lautzenheiser & 

Associates in east Hartford, Conn.; Kenneth Mungan, 

consulting actuary for Milliman in Chicago; Cande Olsen, 

vice president for Actuarial Resources Corp. in Chatham, 

N.J.; Timothy Pfeifer, president of Pfeifer Advisory in 

Libertyville, Ill.; Kevin Reopel, an actuary in Feeding Hills, 

Mass.; Linda Rodway, an actuary in Roslyn Heights, N.Y.; 

Steve Theil, senior director and actuary for Allianz Life 

Insurance Co. of North America in Minneapolis and James 

Thompson, actuary and consultant for Central Actuarial 

Associates in Crystal Lake, Ill.

➥  Jeffrey Johnson, assistant vice president and actuary 

of the U.S. Division for John Hancock in Boston, has been 

appointed the chairperson of the Academy’s newly formed 

Duration Blanks Work group. Also joining that group are 

Stephen Banks, associate consultant for global Preferred 

Solutions in Norcross, ga.; David Berger, vice president 

risk management for Ameriprise Financial in Minneapolis; 

Nancy Bennett, senior life fellow for the American 

Academy of Actuaries; Jerry Holman, an actuary in 

Downers grove, Ill.; Bob Meilander, vice president-

corporate actuary for Northwestern Mutual in Milwaukee; 

Richard Owens, adjunct instructor for Drexel University 

in Philadelphia; and Chris Trost, a senior actuary for 

Northwestern Mutual in Milwaukee.

➥  Co-chairing the Academy’s Life Illustration Work group 

are Gayle Donato, assistant vice president for Nationwide 

Financial in Columbus, Ohio and Donna Megregian, consulting 

actuary for Milliman in Indianapolis.
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Producer Compensation under review

health News

The nATionAl AssociATion of insUrAnce 
coMMissioners’ (NAIC) Health Insurance and Man-
aged Care (B) Committee on June 7 approved a final report 

on producer compensation in the Patient Protection and Affordable 
Care Act of 2010 medical loss ratio (MlR) calculation. The report, 
which was created by NAIC’s Health Care Reform Actuarial work-
ing Group at the request of its Professional Health Insurance Advi-
sors Task Force, made the following recommendations:
➥  Some types of compensation, such as bonuses or fees paid to 

health insurance exchanges that are to start in 2014, should be 
excluded from the medical loss ratio calculation;

➥  Special treatment should be given for different types of produc-
ers, depending on whether they are independent or employed by 
a carrier;

➥  If the percentage of the premium or the dollar amount paid per 
policy is capped, it could be excluded from the medical loss ratio 
calculation;

➥  The medical loss ratio should be increased to reflect the exclu-
sion of commissions;

➥  A deduction for producer compensation could be substituted for 
the federal tax deduction currently in the medical loss ratio; and

➥  Special treatment for producer compensation should be allowed 
until 2014, when health exchanges are to be in operation and 
health insurers will be required to sell policies to everyone with-
out charging more to people with health problems.

The task force will consider the report during its next conference 
call and make a recommendation to the NAIC’s executive Board 
regarding action it should take on the issue. 

health Briefs

➥  Co-chairing the newly formed Academy/SOA group Long-

Term Disability Work group are Darrell Knapp, executive 

director for ernst &Young in Kansas City, Mo., and Roger 
Martin, senior vice president and chief financial officer 

of Unum US in Portland, Maine. Other members joining 

that group are Barry Allen, an actuary with American 

Fidelity Assurance Co. in Oklahoma City; Alex Faynberg, 

vice president and actuary for Chartis Insurance in New 

York; Geoffrey Gerow, an actuary with The Hartford Life 

Insurance Co. in Weatogue, Conn.; Richard Leavitt, vice 

president for The Smith group in South Portland, Maine; 

Foon Lew, assistant vice president and actuary of Standard 

Insurance Co. in Portland, Ore.; Allen Livingood, assistant 

vice president for Unum US in Portland, Maine; John Luff, 
experience studies actuary with the Society of Actuaries 

in Schaumburg, Ill.; Eric Poirier, vice president, experience 

analysis for Unum US in Portland, Maine; Matt Silverstein, 

vice president, financial management for Assurant employee 

Benefits in Kansas City, Mo.; Ray Siwek, vice president and 

actuary for Prudential Insurance Co. in Roseland, N.J.; Bram 
Spector, senior manager and actuary for Deloitte Consulting 

in Chicago; Aaron Stoeger, associate actuary for Principal 

Financial group in Des Moines, Iowa; and Patrick Wallner, 

assistant vice president of Unum US in Portland, Maine.

➥  Karl Madrecki, an actuary for BlueCrossBlueShield 

Association in Chicago, has joined the Academy’s Individual 

and Small group Market Task Force.

➥  Missy Gordon, actuary for Milliman in Minneapolis, and 

Patrick O’Rourke, assistant vice president, retail long-term 

care for John Hancock Life Insurance Co. in Boston, has joined 

the Academy’s Long-Term Care Practice Note Work group.

➥  Ali Zaker-Shahrak, senior life actuary for the California 

Department of Insurance in Los Angeles, has joined the 

Academy’s Health Solvency Work group.
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➥  Richard Lord, principal and consulting actuary for Milliman 

in Pasadena, Calif., has joined the Academy’s Products, 

Pricing, and Market Committee.

➥  William Wilkins, commercial lines pricing and product 

actuary for Safety National Casualty Corp. in St. Louis, has 

joined the Academy’s Casualty Practice Council.

➥  Gregory Chrin, senior manager for Deloitte Consulting in 

New York, has joined the Academy’s Medical Professional 

Liability Subcommittee.

casUalty Briefs

Life and Health 
Qualifications Seminar

Nov. 7–10, Arlington, Va.

The Life and Health Qualifications Seminar offers state- 

and country-specific basic education that may not 

have been provided as part of the Society of Actuaries 

examination process or acquired through subsequent 

testing or alternative education. It also can serve as a 

basic education refresher or as a source of continuing 

education for more experienced actuaries.

For more information or to register,  

visit http://www.actuary.org/seminar/2011/index.asp.

➥  Scott D. Miller, principal and consulting actuary for 

Actuarial Consulting group in Westhampton Beach, N.Y., has 

joined the Academy’s Council on Professionalism.

professionalisM Briefs

http://www.naic.org/documents/committees_b_exposure_110607_phia_charge_report.pdf
http://www.actuary.org/seminar/2011/index.asp
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Pension News

Audit Insight

The pension AccoUnTing coMMiTTee has released 
a new practice note designed to help actuaries work more 
effectively with auditors. Working with Pension Plan Auditors 

examines current practices relevant to the audit of pension plan 
financial information subject to u.S. generally accepted account-
ing principles (u.S. GAAP). The practice note is intended to give 
actuaries a better understanding of the roles and responsibilities of 
individuals and entities involved in an audit and offers suggestions 
for ways that responding actuaries, reviewing actuaries, auditors, 
and companies can work together to make the audit go smoothly.

The practice note looks at some of some of the standards that 
guide the work of auditors, including those developed by the Public 
Company Accounting Oversight Board (PCAOB). The note points 
to similarities between the auditor’s professional obligation to pro-
vide documentation under PCAOB Auditing Standard No. 3, Audit 
Documentation, and an actuary’s professional obligation to provide 
documentation under ASOP No. 41, Actuarial Communications.

A number of commonly asked questions are answered in the prac-
tice note to help responding and reviewing actuaries know the type 
of information that might be requested and why it is needed. 

Pension Committee Comments on regulatory Issues

in Three leTTers to the Department of the Treasury and the 
Internal Revenue Service, the Pension Committee commented 
recently on issues under active consideration by policymakers.

administrative expenses
The committee discussed the potential implications of expected regu-
latory guidance on the definition of “plan-related expenses expected 
to be paid from plan assets” under Internal Revenue Code (IRC) Sec-
tion 430(b) in a May 24 letter to the Treasury and IRS. There should 
be consistency between the expenses used in the actuarial value of 
assets calculations under IRS Notice 2009-22 and those used as plan-
related expenses added to target normal cost. In the absence of formal 
guidance from the IRS, many enrolled actuaries have used the calcula-
tion in Notice 2009-22 as a guide. The committee requested that if the 
expected regulatory guidance requires the inclusion of investment-
related expenses in the target normal cost, the change be applicable 
to prospective applications only, because restating prior plan-year 
results would call for considerable work and could lead to plans being 
out of compliance with IRC Section 436 benefit restrictions.

Mergers and spinoffs
The committee commented in a June 1 letter to the Treasury and 
IRS on the need for guidance on merger and spinoff issues related 
to the measurement of assets and liabilities for pension funding 
purposes and funding ratios. Issues of concern to the committee 
include the following:
➥  Benefit restriction rules require a plan’s adjusted funding-target 

attainment percentage to be determined immediately following 
a merger or spinoff;

➥  Transactions that result in mergers and spinoffs frequently do 
not occur on the last day of the plan year of the affected plans;

➥  enrolled actuaries for the affected plans often do not work for 
the same firm, which could result in delays in communication 
and coordination;

➥  Spinoffs require the division of assets that can be difficult and 
time-consuming, and cannot be completed until after the effec-
tive date of the spinoff.

The committee suggested several specific alternatives to address 
the issues raised by mergers and spinoffs, and requested that the IRS 
issue guidance in the near future to help alleviate the uncertainty 
that currently accompanies these transactions.

ptin
writing to the IRS on June 13, the committee raised concerns about 
proposed modifications to registration requirements for a preparer 
tax identification number (PTIN) that would affect work traditionally 
done by pension actuaries. The new rules may be applied to a broader 
group than is needed to achieve the regulatory objectives, the com-
mittee stated. It recommended adding IRS Form 5330 and Form 
5310–A to the list of forms that are exempt from PTIN requirements, 
and recommended keeping Form 5500 on the exempt list. If enrolled 
actuaries are required to obtain a PTIN to file these forms, they should 
receive the same reduction in the PTIN renewal fees that has been 
proposed for enrolled agents, the committee stated. 

New regs Too Broad

enrolled AcTUAries and members of u.S.-based actu-
arial organizations that have adopted the Code of Professional 
Conduct should be excluded from the definition of “municipal 

advisors” when they are providing services governed by actuarial 
standards and the code, according to the Academy’s Pension Practice 

Council and its Public Plans Subcommittee. In a June 15 letter to the 
Securities and exchange Commission (SeC), the two groups argued 
that others who are governed by professional codes of conduct (such 
as attorneys) are exempted from registering as municipal advisors.

See sec regs, PAge 10

http://www.actuary.org/pdf/pension/Working_with_Auditors_Practice_Note_FINAL_Web_052411.pdf
http://www.actuary.org/pdf/pension/Admin_Expenses_Letter_FINAL.pdf
http://www.actuary.org/pdf/pension/PC_PPAIssues_FINAL.pdf
http://www.actuary.org/pdf/pension/PTIN_Comment_Letter_FINAL.pdf
http://www.actuary.org/pdf/pension/AAA_Comments_to_SEC_re_Municipal_Advisors_FINAL.pdf
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life News

Proposed Changes to ASOP No. 27

The life prodUcTs coMMiTTee  formed a work 
group to respond to Government Accountability Office 
(GAO) questions about the private group life insurance 

market. The GAO is conducting an audit of the u.S. Office of Per-
sonnel Management, which administers the Federal employees 
Group life Insurance operations, and needed information about 
typical product designs and benefits, pricing and reserving prac-
tices, operational practices, and the general aspects of managing 
group life insurance. Academy members contributing to the 

GAO’s request included Nancy Bennett, the Academy’s senior life 
fellow; Robert Hardin, vice president and group actuary at Gen 
Re in Stamford, Conn.; Robert Olafson, vice president at Securian 
Financial Group in St. Paul, Minn.; Cande Olsen, vice president 
at Actuarial Resources Corp. in Chatham, N.J.; Susan Sames, an 
actuary at Towers watson in weatogue, Conn.; James Thompson, 
an actuary and consultant at Central Actuarial Associates in Crys-
tal lake, Ill.; and Marian Zeldin, an actuary at Metlife in Bridge-
water, N.J. 

Pension News

A neW TiTle for Actuarial Standard of Practice (ASOP) No. 
27, Selection of Economic Assumptions for Measuring Pension 
Obligations, and a more definitive adoption date were 

among the many recommendations made by the Academy’s Pension 
Committee in a May 6 letter to the Actuarial Standards Board (ASB) 

after considering proposed revisions to ASOP No. 27. The committee 
responded to eight questions posed by the ASB when it released the 
exposure draft in January and commented on several other specific 
sections. The Joint Academy/SOA Pension Finance Task Force has 
also submitted comments on ASOP No. 27 to the ASB. 

Preparing for PBA

neArlY 50 AcTUAries 
attended a May 18 Academy 
seminar in New Orleans on pric-

ing and product development under the 
principle-based approach (PBA). Spon-
sored by the Academy’s life Practice 
Council, the seminar was one in a series 
designed to help actuaries prepare for the 
adoption of PBA to reserves and capital.

while it’s unlikely that PBA for life 
insurance reserves will roll out before 
2014, “actuaries need to pay attention 
and start planning for PBA now,” said 
Tom Campbell, vice president and cor-
porate actuary at The Hartford life 
Insurance Co. in Simsbury, Conn., and 
a presenter at the seminar.

The National Association of Insur-
ance Commissioners first must approve 
the Valuation Manual-20, which cur-
rently is being field-tested by Towers 
watson to study the effect that principle-

based reserving has on the life insurance 
industry and whether any refinements to 
the valuation manual are needed. States 
then will have to adopt the revised Stan-
dard Valuation law (which incorporates 
the Valuation Manual).

Also presenting at the seminar were 
Dave Neve, chairperson of the Acad-
emy’s Financial Soundness/Risk Man-
agement Committee and vice president/
capital management at Aviva uSA; Tom 
Doruska, vice president, life products at 
Aviva uSA; Jason Kehrberg, senior con-
sultant at Towers watson; Harold luber, 
vice president and actuary at AXA equi-
table life Insurance Co.; Russell Menze, 
a specialist leader at Deloitte Consult-
ing; Craig Reynolds, a principal and con-
sulting actuary at Milliman; Cheryl Tib-
bits, a director at Towers watson; and 
David wicklund, an actuarial adviser at 
ernst & young. 

gAO Questions Answered

http://www.actuary.org/pdf/pension/AAA_PC_ASOP_27_COMMENT.pdf
http://www.actuarialstandardsboard.org/pdf/asops/asop27revision_exposure_2011_updated.pdf
http://www.actuary.org/pdf/pension/ASOP27CommentPFTFfinal.pdf
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services. Over the next 75 years, the HI trust fund 
is projected to be 0.79 percent of taxable payroll.

If Congress acted immediately to eliminate the 
75-year deficit, wildsmith said, it would have to 
raise payroll taxes by 24 percent, reduce benefits 
by 17 percent, or implement some combination of 
the two. If Congress doesn’t act right away, more 
drastic tax increases or benefit reductions will be 
needed, he warned.

The Supplemental Medical Insurance (SMI) 
trust fund (Medicare Part B) will remain solvent, 
wildsmith said, but only because it is funded 
through general tax revenues and its financing is 
reset each year. The SMI trust fund pays primarily 
for physician services and outpatient hospital ser-
vices. Projected increases in these expenditures will 
require significant increases over time in benefi-
ciary premiums and general revenue contributions.

The Medicare trustees are required to base their 
projections on current law. As a result, the projec-
tions very likely understate Medicare spending, 
wildsmith said, because they are based on sched-
uled downward adjustments in future updates of 
provider payment levels (these adjustments are 
intended to reflect improvements in productivity). 
In addition, current law projections reflect physician 
payment reductions in accordance with the sustain-
able growth rate (SGR) mechanism that Congress 
routinely has overridden. The trustees asked the 
Centers for Medicare & Medicaid Services (CMS) 
Office of the Actuary to develop alternative projec-
tions assuming that the productivity adjustments are 
phased out and the scheduled physician payment 
reductions do not occur.

under the alternative projections, the HI trust 
fund would be depleted earlier in 2024, and the 
75-year HI deficit would be 2.15 percent of taxable 
payroll. under the current-law projections, SMI 
expenditures will grow from 1.9 percent of gross 
domestic product (GDP) in 2010 to 4.1 percent of 

GDP by 2080. under the alternative scenario, SMI 
expenditures will grow to 6.4 percent of GDP in 2080.

Medicare spending is growing faster than the 
GDP, wildsmith explained, which means that a 
greater share of the national economy will be going 
to providing Medicare benefits.

The Affordable Care Act includes provisions 
designed to reduce costs, increase revenues, and 
improve delivery systems and payment models. 
even with these changes, however, the trustees’ 
projections indicate that costs are going to be higher 
than revenues.

“we need to do a lot more to bring Medicare 
back into financial balance,” wildsmith said. “Any-
thing we do today can have a significant leveraged 
impact over time.”

Cori uccello, Academy senior health fellow, 
reviewed some of the Medicare-related provisions 
in various debt- and deficit-reduction proposals, 
and addressed key cost, access, and quality issues 
raised by the Medicare Steering Committee in a 
new issue brief, An Actuarial Perspective on Propos-

als to Improve Medicare’s Financial Condition. The 
options discussed include: limiting the growth of 
Medicare spending, strengthening or expanding the 
role of the Independent Payment Advisory Board, 
transitioning to a premium support or voucher 
program, reforming the SGR system, revising the 
fee-for-service benefit design and cost-sharing 
requirements, raising the Medicare eligibility age, 
and increasing Medicare premiums.

“Improving the long-term sustainability of not 
only Medicare but also the health system as a whole 
requires slowing the growth in health spending 
rather than shifting cost from one payer to another,” 
uccello said. “Payment and delivery system reforms 
that better align the incentives for providers and 
beneficiaries can encourage integrated and coordi-
nated care, and ultimately have the potential to con-
trol costs and improve the quality of care.” 

medicare, continued from Page 5

SEC regs, continued from Page 8

The Academy also requested that public pension 
plans should be excluded from the SeC’s definition of 
“investment strategies, ” which would describe any 
potential entity—including the municipality’s pension 
plan—to which the municipal entity might direct the 
proceeds of a municipal security. This overly broad 
interpretation was not Congress’ intent, the Academy 

wrote. The Dodd-Frank Act was enacted to improve 
the accountability and transparency of the financial 
system. with respect to municipal securities and 
municipal advisors, the purpose of the law was to 
extend regulation to a previously unregulated envi-
ronment. Public pension plans, the Academy letter 
stated, are not an unregulated environment. 

http://www.actuary.org/pdf/Medicare_Financial_IB_Final_051211.pdf
http://www.actuary.org/pdf/Medicare_Financial_IB_Final_051211.pdf

