
Shortly before the August 
congressional recess (and 
after months of negotiation, 
compromise, and political 

maneuvering), the House and Senate 
passed the Pension Protection Act of 
2006. President Bush signed the bill 
into law on Aug. 17.

Passage of the measure sparked 
palpable relief in the pension com-

munity, said Academy Senior Pension 
Fellow Ron Gebhardtsbauer, who in 

the past several years frequently 
appeared before Congress on the 
need for pension reform. “Spon-
sors of pension plans have been 
living with the uncertainty of 
temporary funding rules for 

more than four years,” Geb-
hardtsbauer said.

For single-employer plans, the 
law will extend the current funding 

rules, which use 90 to 100 percent 
of the four-year weighted average of 

corporate bond rates, through 2007. 
Beginning in 2008, the minimum 
required contribution must equal the 
target normal cost plus seven-year 
amortization of the unfunded target 
liability for accrued benefits. For plans 
not subject to the deficit reduction con-
tribution, the funding target will phase 
in over four years—92 percent in 2008, 
94 percent in 2009, 96 percent in 2010, 
and 100 percent in 2011. 

Furthermore, plans can utilize 
either a three-segment yield curve 
based on an unweighted 24-month 
average yield curve of corporate bonds 
or a full yield curve without 24-month 
averaging. 

If a plan has more than 500 par-
ticipants and its assets are less than 80 
percent of target liabilities and less than 
70 percent of at-risk liabilities, then the 
plan will be considered at risk. The at-
risk liability for minimum funding pur-
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measuring the Impact of tax reform

See PenSIon reform, page � 

Pension Legislation Passes
AcAdemy Forms TAsk Force To Advise on regulATions  

A lthoUgh CongreSS is unlikely to take up major 
tax questions in the remaining months of its current ses-
sion, tax issues may rise again to the forefront after the 
November mid-term elections. Anticipating renewed 

activity in this area, the Academy has formed a new cross-practice 
work group to examine the impact of potential federal tax reform on 
insurance and employee benefits.

“The tax code has been used for many years to encourage certain 
actions and to discourage others. Changing the tax code can alter these 
behavioral influences in unintended ways. We want to be sure that policy-
makers are aware of effects that may be far from obvious,” said Bruce 
Schobel, who is chairing the new work group.

The group will be updating the Academy’s 1997 monograph, Tax 
Reform and the Impact on Employee Benefits. The monograph considered 
the impact of sweeping tax reform options on employer-sponsored health 
insurance and pensions, with a focus on three alternative tax systems:

See tAx reform, page � 
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SepteMbeR
1  academy life reserves Work group 
meeting, Chicago

6  academy life practice Council meeting, St. 
louis

7–8  naIC life and health actuarial task force 
meeting, St. louis

9–12  naIC fall meeting, St. louis

11–12  Casualty loss reserve seminar 
(academy, CaS), atlanta

13  academy life financial reporting 
Committee meeting, Chicago

13  Circular 230 audiocast (academy, CCa)

17  academy valuation case study seminar, 
Scottsdale, ariz.

18  academy Social Insurance Committee 
meeting, Washington

18–19  Soa Valuation actuary Symposium, 
Scottsdale, ariz.

20–21  abCd meeting, San francisco

21–22  CIa seminar for appointed actuaries, 
toronto

25  academy board of directors meeting, 
Washington

25–27  Soa/lIMra/loMa/naCI Critical Illness 
Insurance Conference, phoenix

26–27  academy annual meeting, Washington

27  academy life financial Soundness/
risk Management Committee meeting, 
Washington

28  academy webcast on principles-based 
initiative

28–october 1  north american actuarial 
Council meeting, napa Valley, Calif.

OCtObeR
2  aSb general committee meeting, 
Washington

4–5  CaS special interest seminar on predictive 
modeling, boston

5–6  Soa second annual conference on equity-
based guarantees, Chicago 

6  academy life reserves Work group 
meeting, Chicago

11 academy p/C loss reserve opinion seminar, 
Chicago

12  academy p/C loss reserve opinion seminar, 
Chicago

15-17  national academy for State health 
policy annual meeting, pittsburgh

15-18  Soa annual meeting, Chicago

18  CIa joint day with Soa, Chicago

19-20  CIa general meeting, Chicago

22-25  aSppa annual meeting, Washington

23-25  CCa annual meeting, rancho Mirage, 
Calif.

NOVeMbeR
5  academy pension practice Council meeting, 
las Vegas

Web InterfAce
links to documents underlined in blue are 

included in the online version of this issue at  
www.actuary.org/update/index.asp

In the neWS
In early July, ron gebhardts-
bauer, the Academy’s senior 
pension fellow, discussed the 
Pension Benefit Guaranty 
Corp. (PBGC), its history, 
and its current financial 
condition with host Mike 
Cuthbert on AARP’s “Prime 
Time Radio.” Nearly half of 
the hour-long radio show was 
dedicated to the interview 
with Gebhardtsbauer, who 
also discussed the current 
state of U.S. pensions and 
then pending pension legisla-
tion (see story, Page 1). Geb-
hardtsbauer said he does not 
foresee any problems with 
the PBGC paying benefits up 
to 2020. The show ran on 
some 50 stations throughout 
the United States between 
July 5 and July 11. 

On Aug. 2, Gebhardts-
bauer was featured in a 

segment on pension reform 
legislation during National 
Public Radio’s “Morning 
Edition.” Gebhardtsbauer 
discussed how the proposed 
pension accounting rule 
change putting pension 
liabilities on the balance sheet 
could negatively affect corpo-
rate pension plan sponsors’ 
net worth. He also warned 
of a potential retirement cri-
sis triggered by a shift from 
defined benefit pension plans 
to more risky defined contri-
bution plans. With approxi-
mately 13 million daily 
listeners, “Morning Edition” 
is America’s most listened-to 
morning show.

Jumping from the stereo 
to the blue screen, Geb-
hardtsbauer appeared on the 
Public Broadcast System’s 
“Nightly Business Report” on 
July 21 to discuss pension 

reform legislation with Wash-
ington Bureau Chief Darren 
Gersh. Gebhardtsbauer said 
there is a provision in the 
new pension law that allows 
the PBGC to encourage cor-
porate pension plan spon-
sors to remain accountable 
for their plans by permitting 
lower contributions and by 
freezing benefits. 

Gebhardtsbauer and 
thomas murphy, a senior 
consultant for Watson Wyatt 
Worldwide in New York, 
were quoted in a July 9 Provi-
dence Journal article about 
underfunded U.S. pensions. 
Gebhardtsbauer explained 
the difference between accu-
mulated benefits obligation 
and projected benefits obliga-
tion, while Murphy discussed 
the cyclical nature of pension 
plan health. Gebhardtsbauer 
also was quoted in an Aug. 2 

Calendar

OPM Director to Keynote Annual Meeting

L Inda SprInger, an actuary 
who is director of the U.S. 
Office of Personnel Man-
agement (OPM), will be 

the featured speaker at the Acad-
emy’s 2006 annual meeting lun-
cheon on Sept. 26 in Washington. 

As OPM director, Springer is 
the principal adviser to President 
Bush on personnel management issues for the 
federal government’s nearly 2 million-strong 
civilian workforce. She also serves as a mem-
ber of the President’s Commission on White 
House Fellowships and is a principal of the 
U.S. Joint Financial Management Improve-
ment Program. Before coming to OPM in 
2005, Springer served as controller of the 
Office of Management and Budget and head 
of the Office of Federal Financial Manage-
ment. In those positions, she set and oversaw 
implementation of financial management 
policies and was responsible for implementing 
financial management improvement priorities. 

Before joining the Bush administra-
tion, she spent more than 25 years 
in the financial services industry 
in executive positions responsible 
for general and financial manage-
ment and strategic and operational 
planning. She is an Academy mem-
ber and a fellow of the Society of 
Actuaries.

The noon annual meeting luncheon is 
open to all Academy members and will fea-
ture the presidential transition ceremony and 
inaugural address of incoming President Ste-
ven Lehmann; the vote for new regular mem-
bers of the Academy Board of Directors; and 
the presentation of the Jarvis Farley Service 
Award. Wrapping around the luncheon, the 
Academy will hold a series of invitation-only 
strategic planning sessions.

For more information, go online to the 
Academy’s website or contact Academy Meet-
ing Planner Denise Winston (Winston@actu-
ary.org; 202-223-8196).  
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Detroit Free Press article about 
saving for retirement. He said 
that only a third of workers 
are saving adequately in their 
401(k) plans, with a third not 
saving enough and the final 
third saving nothing.

Mass Torts Subcommittee 
Chairperson Jennifer biggs, a 
consulting actuary with Tow-
ers Perrin in St. Louis, was 
quoted in a July 27 Financial 
Times article regarding fed-
eral solutions to the asbestos 
crisis. Biggs said that recent 
sharp declines in asbestos 
claims might not be perma-
nent but that in the future, 
“litigation will be a more in-
dividualized process focusing 
on the more highly compen-
sated mesothelioma [cancer] 
claims.” The Financial Times 
posts a readership of more 
than 400,000.

Academy Natural Catastro-
phe Subcommittee Chair-
person Shawna Ackerman, 
a principal and consulting 
actuary with Pinnacle Actu-
arial Resources in San Fran-
cisco, commented July 11 
to the National Conference 
of Insurance Legislators and 
the National Association of 
Insurance Commissioners 
on their joint effort to create 
a national catastrophe plan 
(see story, Page 9). The com-
ments were the subject of a 
July 18 National Underwriter 
online-edition article. Acker-
man was quoted on several 
topics including the sig-
nificance of strong building 
codes to mitigate losses.

The Academy’s July 11 
webcast on principles-based 
assumptions was the subject 
of an article in the July 31 
National Underwriter. And the 
June 19 joint Academy/Soci-
ety of Actuaries Capitol Hill 
briefing on retirement risk 
was featured in a Bureau of 

National Affairs (BNA) article. 
Briefing speaker Anna rappa-
port, a member of the Acad-
emy’s Retirement Securities 
Principles Task Force and a 
consulting actuary in Chicago, 
was quoted saying, “As people 
are living longer, the key to 
retirement security is making 
sure money will last as long as 
you need it. For couples, that 
means it must last for both 
of them, and it is often the 
widow who is caught short. 
Longevity is a ‘hidden’ issue 
for many people because it is 
very long term.”

John ehrhardt, a principal 
and consulting actuary at 
Milliman in New York, was 
quoted in the July 3 issue of 
Newsweek about the PBGC’s 
ability to pay benefits. 
“PBGC has enough assets to 
pay benefits for a couple of 
decades easily,” he said.

A July 10 Pensions & Invest-
ments article on pension ac-
counting quoted Alan glick-
stein, a consulting actuary 
with Watson Wyatt World-
wide in Dallas. Glickstein 
said he hopes the Financial 
Accounting Standards Board 
will determine during phase 
two of its pension-account-
ing overhaul that the accu-
mulated benefits obligation 
should be used to measure 
pension liabilities.

In an Aug. 1 BNA report on 
anticipated pension reform 
legislation, charles clark Jr., 

senior vice president of Aon 
Consulting in Radnor, Pa., 
commented on what effect 
the new rules would have on 
plan sponsors. “The real an-
swer as to how prudent these 
new rules are will not be de-
termined until 2008, when 
plan sponsors are faced with 
the results of the new fund-
ing calculations,” he said.

christine mahoney, a member 
of the Academy’s Pension 
Committee and a consulting 
actuary with Mercer Hu-
man Resource Consulting in 
Washington, was the subject 
of a July 9 article in the wash-
ington Post about the actuarial 
profession. Mahoney said the 
profession is “always chang-
ing” and “always interesting.”

An Associated Press photo 
of Steven haas and Dennis 
graf, both senior actuarial 
consultants for the United 
Auto Workers (UAW) union 
in Detroit, at the 43rd an-
nual UAW convention in Las 
Vegas ran in UsA Today and 
numerous other outlets.

KuDoS
® rade musulin, vice chair-
person of the Casualty Prac-
tice Council, a member of the 
Update’s editorial board, and 
senior actuary with Aon Rein-
surance Australia in Sydney, 
was named the 2006 winner 
of the John “Rick” Ricciardelli 
Lifetime Achievement Award 
at the annual conference of 
the Florida Insurance Council 

(FIC). A former FIC board 
chairperson, Musulin left his 
position as vice president-
operations, public affairs, and 
reinsurance for the Florida 
Farm Bureau Insurance Cos. 
to move to Australia in May.
® brian Duperreault, chair-
man of ACE Ltd. in Ham-
ilton, Bermuda, received 
an honorary doctorate of 
commercial science from St. 
John’s University on June 30. 
Duperreault was one of three 
prominent insurance indus-
try leaders honored by the 
Queens N.Y.-based univer-
sity in a ceremony hosted by 
Sir John Vereker, governor 
and commander-in-chief of 
Bermuda.
® P.J. eric Stallard, a member 
of the Academy’s Board of 
Directors, chairperson of the 
Academy’s Federal LTC Task 
Force, and a research profes-
sor at Duke University’s Cen-
ter for Demographic Studies 
in Durham, N.C., has been 
named to the Social Security 
Advisory Board’s 2007 Tech-
nical Panel on Assumptions 
and Methods. The panel will 
be reviewing the assump-
tions and methods used 
by Social Security trustees 
in their annual reports on 
Social Security’s long-term 
finances. The panel will also 
review the assumptions and 
methods that Social Securi-
ty’s Office of the Chief Actu-
ary uses to evaluate proposed 
program reforms. The panel 
will make its final report in 
July 2007.

MeDiA RelAtiONS ACtiVity RepORt—JUly 2006

Note: Media impressions are a combination of readership, listenership, and viewership. Web impressions are distinct from 
media impressions and reflect the number of daily, unique individuals who access a website.  A placement is an article con-
taining an Academy reference and/or a quote or attribution from an Academy spokesperson. A pickup is the publication of 
an Academy news release, media alert, statement, or letter to the editor. 
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A New and Improved Social Security Game

more poWer Under the 

hood. A sporty new 
look. Turns on a dime. 
And it won’t cost you a 

fortune at the gas pump.
But you don’t have to take our 

word for it. Try it out yourself, and see 
what you think: The new and improved 
Social Security Game is waiting for you 
on the Academy website, and it’s rarin’ 
to go. 

For years, the game has been a popu-
lar destination on www.actuary.org. It’s 
a user-friendly introduction to the major 
options for Social Security reform and their 
impact on the program’s solvency, and it’s 
been recommended to the general public 
in a variety of publications that range from 
AARP’s magazine to large metropolitan 
newspapers. It teaches people about a com-
plex, vitally important issue in an entertain-

ing way, and it’s been one of the Academy’s 
most successful educational tools.

When the game was originally cre-
ated in the mid-1990s, however, it wasn’t 
envisioned that there would be a need for 
frequent content updates or the ability to 
handle the arrival of numerous players 
simultaneously. So the game has been re-
engineered for optimum performance, 
and it’s been redesigned to make it even 

more informative and enjoyable.
For example, the new version 

makes it much easier to change answers, 
which encourages players to explore 
more Social Security reform options 
and, in the process, learn a little more 
about the issue. It also provides links so 
that players can explore the subject fur-
ther in related Academy publications, 
such as Social Security issue briefs.

We hope you like the streamlined 
new design, and we welcome your com-
ments on the game. Go ahead and give 
it a shot. See if you can come up with a 
good solution to Social Security’s financial 
problems. You can find the game at www.
actuary.org/socsec.asp, or go to the Acad-
emy home page and click on the Social 
Security Game graphic at the top of the 
right column.
 —Anne Asplen

Financial Analysis:  
What Really Matters?

WhIle It IS Central to the 
reporting and interpre-
tation of financial infor-
mation, the concept of 

materiality—what information really mat-
ters and should be included in a financial 
analysis—is defined in only fairly broad 
terms by the actuarial profession.

The Code of Professional Conduct, 
in requiring actuaries to report material 
violations of the code to the profession’s 
disciplinary bodies, defines a material vio-
lation as one that is “important or affects 
the outcome of a situation.” When the 
term appears in the Actuarial Standards 
of Practice (and it is used in as many as 
16 ASOPs), it is usually consistent with 
the code’s definition.  

In the absence of a single binding 
standard for the profession, and to offer 
guidance to actuaries working in all prac-

tice areas, the Academy’s Task Force on 
Materiality recently published a draft dis-
cussion paper, Materiality. 

Because it is intended to stimulate 
thinking in the profession about material-
ity, the paper considers a number of issues 
that relate to how materiality should be 
defined, including taking into account the 
perspective of users of an actuarial work 
product, applying professional judgment 
when determining what is material, 
acknowledging differences in accounting 
and actuarial materiality, and ensuring 
adequate communication and disclosure 
about the level of materiality used in an 
actuarial work product. 

The paper also includes an exten-
sive appendix of definitions of materi-
ality from a variety of sources, includ-
ing the Casualty Actuarial Society, the 
Canadian Institute of Actuaries (CIA), 

the National Association of Insurance 
Commissioners, the Financial Account-
ing Standards Board and International 
Accounting Standards Board, and a sam-
pling of legal cases in which the courts 
have defined materiality in the context 
of financial statements. 

The Task Force on Materiality, 
chaired by Jacqueline Friedland, is com-
posed of representatives of both the 
Academy and the CIA. Actuaries are 
encouraged to share their comments on 
the paper with the task force, which will 
be continuing its analysis as the Academy 
and the CIA develop final documents that 
address their country-specific approaches 
to materiality.  

Other task force members are 
Thomas Custis, Rick Farrell, Ken Hart-
well, Mike Lombardi, Paul McCrossan, 
and Andrea Sweeny. 

  profeSSIonalISM neWS  
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poses will be phased in over five years.
For multiemployer plans, a 15-year amortization will be 

used for regular funding standard account bases established after 
2007. If plan amendments allow increased benefits for a shorter 
period, then the amortization will occur over the time frame dur-
ing which the increased benefits are paid. Additionally, certain 
poorly funded plans will have to establish a funding improve-
ment plan to meet benchmarks for progress.

There are a number of other provisions included in the 
new law:
n Airlines unwilling to freeze benefits will be given 10 years to 
amortize their 2008 shortfall. Airlines that prefer to freeze ben-
efits will have 17 years to fund their shortfall. 
n Use of the RP2000 mortality table did not end up in the final 
legislation, and the Internal Revenue Service (IRS) will continue 
to set the mortality rates for healthy and disabled participants. 
Larger companies will have the ability to seek IRS permission to 
use plan-specific mortality tables under certain conditions.
n Credit balances cannot be used to reduce contributions if 
assets are less than 80 percent of the target liability. Otherwise, 
assets will generally be reduced by the full credit balance for 
minimum funding and benefit restriction purposes.
n A segmented yield curve for the prior month, phased in 20 
percent a year from 2008 to 2012, will be used to determine 
minimum lump-sum payments.
n Assets can be averaged over any period up to 24 months.
n For the purpose of Pension Benefit Guaranty Corp. premiums, 
the full-funding-limit exemption is eliminated.
n Beginning in 2008, the maximum deductible contribution will 
equal the target cost, plus 150 percent of the appropriate funding 
target, plus an allowance for future pay and benefit increases, 
minus any assets.
n Cash balance plans will comply with age discrimination rules 
prospectively if benefits could not be larger for a similarly situ-
ated younger person, are fully vested after three years of service, 
and interest credits do not exceed a market rate of return. The 
legislation also prospectively fixes whipsaw (whipsaw is when an 
employee’s pension account balance is projected at a higher rate 
of return and then discounted back by the required 30-year Trea-
sury rate to determine the lump-sum payout). Wear-away (when 
an employee may not accrue additional pension benefits after a 
conversion until the frozen accrued benefit under the prior plan 
is exceeded by the new cash balance benefit) at normal and early 
retirement ages is banned on conversions after June 29, 2005. 

Academy Forms Advisory task Force
Anticipating the ultimate passage of the legislation, Donald Segal, 
the Academy’s vice president for pension issues, this summer 
set up a Funding Reform Advisory Task Force to assist federal 
agencies working to implement the new law. 

Comprising a cross-section of actuaries and other interested 
parties involved in employee benefits, the new task force will 
identify issues that need to be addressed through regulation, 
provide input on the prioritization of those items, and suggest 

language when appropriate. 
“The task force was created because we recognized the need 

for appropriate, timely, workable, and easily administrable guid-
ance to facilitate the change in funding rules,” said Segal.

In addition to the task force, the Academy is jointly spon-
soring a series of six educational webcasts this fall in conjunc-
tion with the Society of Actuaries, the Conference of Consulting 
Actuaries, and the American Society of Pension Professionals 
and Actuaries. In each webcast, held on succeeding Wednes-
days from noon to 1:30 p.m. EDT, experts will discuss different 
aspects of the new law. The webcast schedule is as follows:
n Sept. 6—Overview of legislation
n Sept. 13—Funding in detail
n Sept. 20—Funding for at-risk plans
n Sept. 27—What about small plans?
n Oct. 4—What about multiemployer plans?
n Oct. 11—Non-funding issues.  
 —HeATHer Jerbi

➤ Donna claire, chair of 
the academy’s life financial 
Soundness/risk Management 
Committee

➤ tom campbell, chair 
of the academy’s Variable 
annuities Work group

➤ David neve, co-chair of 
the academy’s life reserves 
Work group

➤ Larry bruning, chief 
actuary of the kansas 
Insurance dept. and chair 
of the SVl2 Subgroup of 
the naIC’s life and health 
actuarial task force

➤ michael boerner, 
managing actuary, texas dept. 
of Insurance and chair of the 
academy’s life Valuation law 
and Manual team

Pension Reform Legislation Passes, continued from page 1 

A c A d e m y  W e b c A s t 

o n  t h e 

Principles-Based Project
catch the next in a series of Academy-

sponsored webcasts on principles-based issues.

Sept. 28, 12:00–1:30 eDt
the webcast will feature an update on principles-based action 
at the fall meeting of the national association of Insurance 
Commissioners (naIC), along with a review of recent activities 
by the academy’s life reserves Work group and its Variable 
annuities Work group. there will also be a discussion of peer 
review in principles-based work and of potential changes in 
governance in insurance testing to accommodate principles-based 
approaches to reserving and solvency testing.

Speakers for the webcast include:

cost: $160 for academy members; $200 for non-members

for further information about registration, go to www.actuary.org.

Questions? Contact amanda yanek, the academy’s life policy 
analyst (yanek@actuary.org; 202-223-�196).

http://www.actuary.org
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by geoFFrey sAndler

PUblIC attentIon to the work of 
professionals in general, and 
actuaries in particular, can be 
a mixed blessing. On the nega-

tive side, it exposes our work to criticism 
and potential liability and can tarnish 
our image. On the positive side, it gives 
us the opportunity to demonstrate our 
integrity, competence, and value. Over 
the past two years, the Council on Pro-
fessionalism has addressed issues both 
positive and negative. While the list of 
accomplishments is long, I would like 
to highlight a few broad categories that 

characterize the focus of our 
activities.

One key area is the pub-
lic perception of our pro-
fession. In the wake of the 
Morris Commission’s review 
of the actuarial profession 
in the United Kingdom, we 
undertook our own review 
of the U.S. profession’s struc-
ture, looking carefully at its 
independence in setting standards and 
in disciplinary oversight. As needed, the 
Academy has filed amicus curiae briefs 
with the courts in cases relating to actu-
arial professionalism. And we continue to 

work with Congress and the 
National Association of Insur-
ance Commissioners as laws 
and regulations affecting our 
profession are developed (as 
a result, it is becoming more 
common to see a regulatory 
stipulation that those offering 
actuarial certifications must be 
Academy members).

We also have continued 
to expand our involvement in interna-
tional issues, working through the Inter-
national Actuarial Association to incor-
porate professionalism standards into 
cross-border aspects of actuarial work. 

by micHAel Abroe

h ealth aCtUarIeS are cur-
rently working in an envi-
ronment where the rate of 
change seems to be growing 

exponentially. Just when you think things 
have stabilized at a certain level, the 
workload of the Health Practice Council 
ratchets up. I am very proud of the vol-
ume of work that the council continues 
to undertake. Kudos to Academy staff and 
to an ever-expanding roster of volunteers 
who have been willing to step up to the 
plate and get the job done.

The impetus for much of the activity 
during my past two years as the Academy’s 
vice president for health issues was the pas-
sage of the Medicare Prescription Drug, 
Improvement, and Modernization Act of 
2003 (MMA). In addition to advising vari-
ous federal agencies on Medicare Part D 
implementation and attestation issues, the 
council has been closely involved with the 
work of the National Association of Insur-
ance Commissioners as it develops pro-
posed Medicare Part D risk factors, instruc-
tions, and formulas. At the same time, we 

have been busy writing practice 
notes to assist actuaries working 
in the new Medicare landscape, 
including ones on actuarial 

equivalence of prescription drug 
plans and on Medicare supple-

ment reserves and liabilities.  
None of this work could 

be completed without the 
investment of a lot of time and 
energy by Academy staff and 
volunteers working with various legisla-
tors, agencies, and regulators on a regular 
face-to-face basis.

The sobering thing is, I don’t expect 
this level of activity to slow down anytime 
soon. I can’t predict the outcome of the 
upcoming mid-term elections, but I can 
predict that whatever happens, activities 
in the health care arena will continue 
to grow. If the Republicans retain their 
majority, we will see the next generation 
of bills related to previous health care 
initiatives. If there is a change in party 
majority, then we will see a lot of new 
proposals aimed in different directions 
but also requiring a significant amount 
of Academy advice and comment. 

And as we move forward, 
there will be new issues in 
areas such as health savings 
accounts, medical reinsur-
ance, disease management 
programs, and international 
enterprise risk management. 
Work in these areas has already 
begun. During my tenure, the 
Health Practice Council pub-
lished issue briefs on improv-

ing the quality of health care through pay 

for performance, the uninsured, medical 

reinsurance, disease management pro-
grams, and association health plans, as well 
as a backgrounder for legislators and other 
policy-makers evaluating the possibility of 
offering government-sponsored reinsur-
ance to health plans as part of an effort to 
reduce soaring health care premiums.

I have greatly enjoyed my term as 
vice president, and I leave with a wealth of 
confidence in the abilities of the Academy 
staff and in my successor, John Schubert, 
to carry the momentum forward.     

michael Abroe completes his term as the 
Academy’s vice president for health issues 
this month.

A Healthy Level of Activity

Keeping Professionalism Pertinent

 p a r t I n g  t h o U g h t S

http://www.actuary.org/pdf/prof/framework_04.pdf
http://www.actuary.org/courtbriefs.asp
http://www.actuary.org/pdf/medicare/equiv_100404.pdf
http://www.actuary.org/pdf/medicare/rbc_dec05.pdf
http://www.actuary.org/pdf/practnotes/health_part_d.pdf
http://www.actuary.org/pdf/practnotes/health_medsupp06.pdf
http://www.actuary.org/pdf/health/pay_oct05.pdf
http://www.actuary.org/pdf/health/pay_oct05.pdf
http://www.actuary.org/pdf/health/uninsured_dec05.pdf
http://www.actuary.org/pdf/health/reinsurance_jan05.pdf
http://www.actuary.org/pdf/health/reinsurance_jan05.pdf
http://www.actuary.org/pdf/health/disease_april05.pdf
http://www.actuary.org/pdf/health/ahp_mar05.pdf
http://www.actuary.org/pdf/health/reinsure_sept05.pdf
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by mAry d. miller

I t MUSt haVe been fUn, because the 
past two years have flown by. I just 
attended my last Executive Commit-
tee meeting in Washington (where I 

finally figured out which way to push the 
conference room door—those of you who 
have visited the Academy’s office know 
what I mean) and I am pleased to report 
that, while personally satisfying, it’s not 
the most significant casualty accomplish-
ment of the past two years.

In the public policy arena, there are 
two fundamental types of projects. Most 
visible are projects that arise when the 
Academy must respond to an immediate 
situation. We have had our share of these, 
perhaps most significantly the risk trans-

fer project and the Academy’s work on 
terrorism risk (led respectively by Nancy 
Watkins and Mike McCarter). Both had 
nearly impossible timeframes in which to 
respond, but put together fantastic teams 
and produced results that will have an 
impact for years to come. Their commit-
tees’ work increased respect for casualty 

actuaries and has been 
quoted both nationally 
and internationally. Indi-
vidually, they gave hun-
dreds of hours to our 
profession.

Othe r  p ro j e c t s 
require longer term, 
behind-the-scenes work 
that doesn’t get the same 
amount of national pub-
licity. The Property and 
Casualty Risk Based 
Capital (RBC) Commit-
tee, under the leadership of Tony Phillips, 
constantly assists the National Association 
of Insurance Commissioners as it refines 
and updates the RBC formula. Chuck 
Emma’s P/C Financial Soundness/Risk 
Management Committee has been poring  
over opinions and financial statements of 
insurance companies troubled with per-
sistent adverse development (the now 
famous “dirty thirty” analysis) looking 
for ways to catch these problems before 
they reach the headlines. Andrea Sweeny 
was the driving force behind our first loss 

reserve opinion “boot 
camp” held last fall. This 
seminar is a great service 
to the profession and 
will be a mainstay for 
years to come.

Some committees 
have both long-term 
and immediate issues 
to handle, including the 
Committee on Property 
and Liability Financial 
Reporting (COPLFR), 
the Extreme Events 

Committee, and the Products, Pricing, 
and Markets Committee. In addition to 
its risk transfer effort, COPLFR annually 
produces the P/C loss reserve opinion 
practice note and the P/C law manual. 
Dennis Fasking got the Extreme Events 
Committee rolling on two very large and 
important natural catastrophe and flood 
projects, and the Mass Torts Subcommit-
tee, headed by Jenni Biggs, has done an 
amazing job keeping up with changes in 
the area of asbestos legislation (see story, 
Page 8). Anne Kelly has a diverse set of 
committees under her wing, including the 
Medical Liability Subcommittee, headed 
by Kevin Bingham, which helped sort out 
many conflicting reports during the past 
two years.  

Finally, thanks to all the volunteers 
who have so unselfishly given their time 
and talent. It has been an honor to serve 
with you and to witness all that you 
accomplished. I am constantly impressed 
with the quality and the quantity of your 
efforts. The profession is in your debt. For 
those who are not yet involved, please 
visit the Academy’s website and check 
out the work that these volunteers have 
produced. See if there’s a committee that 
looks like it’s your cup of tea. Like me, 
you will truly receive more than you ever 
thought possible from working with your 
amazing peers. Go, Bucks!

mary D. miller completes her term as the 
Academy’s vice president for casualty 
issues this month.

Casualty Progress No Accident 

A highlight in this area was the official 
recognition of our profession under the 
North American Free Trade Agreement 
(NAFTA), when our application for tem-
porary entry of actuaries to participat-
ing countries under NAFTA Schedule 16 
was approved.

For me, the council’s most impor-
tant work lies in its continuing efforts 
to expand the role of professionalism 
in our daily work lives. The council has 
worked hard at reaching out to members 
in new ways. In addition to presentations 
at meetings hosted by the Academy, its 
sister organizations, and local actuarial 
clubs, the council developed speaker kits 
on professionalism to increase the avail-
ability of members who can speak on 
professionalism topics. We sponsored 

Web seminars on professionalism topics. 
We published a paper on the selection and 
use of actuarial models, and we revised 
guidelines for making public statements 
and for developing practice notes. We are 
currently working to revise the Qualifica-
tion Standards.

Professionalism is present in every-
thing we do. It is the council’s role to 
provide the tools needed to facilitate our 
actuarial practice and at the same time 
to increase public acceptance and confi-
dence in our work. It has been both an 
honor and a pleasure to lead the council 
and serve the profession for these past 
two years.

geoffrey Sandler completes his term 
as the Academy’s vice president for 
professionalism issues this month.

 p a r t I n g  t h o U g h t S

http://www.actuary.org/pdf/casualty/risk_transfer.pdf
http://www.actuary.org/pdf/casualty/tria_dec05.pdf
http://www.actuary.org/casualty/seminar.asp
http://www.actuary.org/pdf/practnotes/pc_loss05.pdf
http://www.actuary.org/pdf/prof/models_june06.pdf
http://www.actuary.org
http://www.actuary.org/naic.asp
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by rAde musulin

I reCently Spoke with a newspaper 
reporter who offered an interesting 
observation about advances in catas-
trophe modeling. As modelers gain 

particular knowledge of individual struc-
tures and the risks that natural disasters 
can pose to them, they are able to more 
finely divide risk pools. The logical con-
clusion of this trend would seem to be 
a unique premium for each homeowner. 
But as the premium increasingly reflects 
individual expected loss, are we still pool-
ing risk or simply self-insuring? 

Many people mistakenly think that 
risk pooling requires common pricing for 
all members of a risk pool. They believe 
that efforts to refine pricing to individual 
risks somehow violate the principle of risk 

pooling. This has become a common refrain 
among residents (or their elected represen-
tatives) in high-risk areas, who argue that 
the cost of natural disaster insurance should 
be spread throughout the population.

Insurance involves a process where a 
large number of people pay funds into a 
pool, which then indemnifies that small sub-
set of individuals who suffer losses. Whether 
every member of the pool pays a unique 
premium or an average cost is irrelevant in 
terms of whether the scheme is insurance.

Consider an automobile market con-
sisting of 100 drivers where the probabil-
ity of having an accident is proportional 
to the number of miles driven and where 
there will be exactly one accident per year 
among this group costing $100,000. On 
average, drivers travel 10,000 miles each 
year. Thus, a $1,000 average premium 

will generate the $100,000 needed, 
which could be expressed, on average, as 
10 cents per mile driven. A completely 
reasonable and actuarially fair system 
might charge a premium of 10 cents per 
mile, based on odometer readings at the 
beginning and end of each year. If the 
minimum and maximum miles driven in 
the group were 1,000 miles and 20,000 
miles, there would be premiums rang-
ing from $100 to $2,000 based on miles 
driven. Every driver would pay a differ-
ent premium into a pool that collected 
$100,000. The one unlucky soul who 
had the accident would get $100,000.

In this example, charges are based 
on something related to risk, and every-
one in the pool is getting insurance. 
Even the individual paying the highest 
rate of $2,000 has the chance of getting 

  CaSUalty neWS  

Do Advanced Catastrophe Models  
Pull the Plug on Risk Pools?

the aCadeMy’S MaSS tortS SUbCoMMIttee has pub-
lished an update of its 2001 asbestos monograph 
revised to reflect recent asbestos-related activity in 
government and in the courts.

 In addition to a history of asbestos-related litigation, 2006 
Update: Overview of Asbestos Issues and Trends discusses the cur-
rent climate for asbestos personal injury litigation, including 
recent trends such as the establishment of a plaintiff trust fund. 
The monograph also offers an overview of asbestos-related leg-
islation introduced in the 108th and 109th Congresses, the 
features of asbestos-related bankruptcies (along with a list of 
affected companies), and epidemiological studies.  

Because asbestos was widely used in thousands of prod-
ucts for decades, it is difficult to predict the number of claims 
that will ultimately arise out of asbestos exposure or how 
much those claims will cost. According to the monograph, 
recent evidence indicates that more than 100 million people 
in the United States may have been occupationally exposed to 

Asbestos Monograph   Updated
n Consumption tax on individuals
n Value-added tax on employers
n Wage tax on individuals. 
The monograph concluded that each of the alternatives con-
sidered would reduce or eliminate the tax incentives for 
employer-provided health insurance and pensions.

New analysis is needed to expand the focus from solely 
employer-sponsored health insurance and pensions and to 
consider how changing current incentives in the tax code 
would affect the individual health insurance market, life 
insurance and annuities, and casualty products. At the same 
time, reform proposals under consideration need not be 
limited to (or even include) large overhauls of the tax sys-
tem. Instead, more incremental tax options may be worth 
reviewing. As it moves forward, the work group can build 
on existing work by various Academy groups, such as the 
Pension Practice Council’s 2005 analysis of the Bush admin-
istration’s retirement savings proposals. 

tax reform, continued from page � 

http://www.actuary.org/pdf/pension/savings_august05.pdf
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the $100,000. This illustrates the differ-
ence between pooling risk and subsidiz-
ing premiums. The latter would occur if 
everyone were forced to pay $1,000 per 
year regardless of risk.

Now, extend the concept to gasoline. 
Assume society decides that it is unfair for 
the person driving 20,000 miles a year 
to pay more than someone driving 1,000 
miles. Everyone could pay a flat charge of 
$1,000 per year for gasoline and then get 
as much as he or she needed. What would 
happen then? Maybe people would stop 
paying attention to how far they drove or 
to using a fuel-efficient car, increasing the 
total amount of gasoline used.

This is exactly what happened in the 
property insurance market when prices 
failed to reflect refined measures of risk. 
Pooled rates encouraged excessive devel-
opment in high-risk areas and discour-
aged investment in “insurance-efficient” 
structures. In the long run, society will 
pay a very high price for this, as incen-
tives for mitigation are dampened and 
risky behavior is encouraged.

Catastrophe models have given actu-
aries tools to develop far more refined 
prices for natural disaster insurance. 
Where 30 years ago we may have needed 
10,000 risks to generate a credible price, 
now we can simulate the experience of one 
risk 10,000 times using models. Absent 
government intervention, this will natu-
rally lead to more refined prices for natural 
disaster insurance if the analysis indicates 
different expected costs for various risks.

There are many examples of success-
ful insurance systems (such as workers’ 
compensation after experience rating) 
where every risk is charged an individual 
premium. Whether more refined prices 
in residential property insurance are fair 
is a valid public policy question. But it is 
not an actuarial one.

rade musulin, vice chairperson of the 
Academy’s casualty Practice council 
and a member of the Update’s editorial 
review board, is a senior actuary with Aon 
reinsurance Australia in Sydney. he was 
formerly vice president-operations, public 
affairs, and reinsurance for the florida 
farm bureau Insurance cos. 

Creating a 
National Plan 
for Natural 
Disaster Risk

In dUplICate JUly 11 letters to the 
National Association of Insurance 
Commissioners (NAIC) and the 
National Conference of Insurance 

Legislators (NCOIL), the Academy’s 
Natural Catastrophe Subcommittee com-
mented on a joint effort by the two orga-
nizations to create a national plan for han-
dling extreme natural catastrophe risk.

Among its comments, the subcom-
mittee discussed
n The importance of loss mitigation mea-
sures, such as promoting strong building 
codes;
n The need for adequate commercial 
flood insurance capacity to reduce sec-
ondary catastrophic financial effects, 
including time-element losses such as 
unemployment compensation (residen-
tial flood insurance is available through 
the National Flood Insurance Program);
n The need for the threshold for public 
involvement to be at a level below that 
which would exhaust private market 
capacity and yet not compete with pri-
vate insurance;
n The need for the trigger level to recog-
nize industry capacity;
n Its observation that if underlying catas-
trophe premium rates are at adequate 
levels, an adjustment could be required 
to eliminate a federal plan’s contribution 
to the overall average loss, thus creating 
lower premiums for consumers.

The subcommittee is currently pre-
paring a monograph on insuring extreme 
natural catastrophe risk. The monograph 
will feature several model scenarios of the 
estimated financial impact of an extreme 
natural disaster on both property and 
workers’ compensation insurance. Esti-
mates are also being produced for non-
insured losses, such as government build-
ings and infrastructure. 

asbestos during the 20th century.
In a significant recent development, 

U.S. District Judge Janis Graham Jack 
questioned the validity of many of the 
chest x-rays used to justify nonmalignant 
claims. Physicians’ depositions taken in 
silica multi-district litigation hearings in 
Corpus Christi, Texas, last year cast doubt 
on the silicosis diagnoses of 10,000 claim-
ants. The depositions revealed that some 
doctors had diagnosed claimants with 
asbestosis and silicosis even though it is 
very unlikely someone would contract 
both diseases. At the same time, more 
than 50 percent of the claimants who had 
been diagnosed with silicosis were found 
to have previously filed asbestos claims 
with the Manville Trust. These discoveries 

prompted heightened scrutiny of newly 
filed asbestos cases and spurred the estab-
lishment of inactive dockets, in which the 
claims of those without impairment are 
shelved until the plaintiffs demonstrate 
that they meet minimal medical require-
ments for case activation.

The introduction of inactive dock-
ets and increased scrutiny of asbestos 
cases has led to a decrease in the num-
ber of mass settlements in the past two 
years. However, it isn’t clear that current 
reduced claim activity will continue, and 
the number of cases that will be filed over 
the next few years remains to be seen.

The Mass Torts Subcommittee is 
chaired by Jenni Biggs. Other members 
are Raji R. Bhagavatula, Hsiu-Mei Chang, 
Bryan C. Gillespie, Thomas S. Johnston, 
Steven E. Math, Claus S. Metzner, Steven 
J. Symon, and Trevar K. Withers.
 —lAuren pAcHmAn

Asbestos Monograph   Updated

http://www.actuary.org/pdf/casualty/cat_naic_july06.pdf
http://www.actuary.org
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the aCadeMy’S Risk Manage-
ment and Solvency Committee, 
under the direction of Chairper-
son James Rech, commented in 

July on draft documents released by the 
International Association of Insurance 
Supervisors (IAIS). 

With regard to the IAIS’ draft supervi-
sory standard and issues paper on asset lia-

bility, the Academy suggested expanding 
the life insurance orientation of the paper 
to include the asset liability management 
considerations of other types of insurance 
companies, such as reserving risk, social 
(i.e., claim) inflation versus general infla-
tion, and the reduced asset liability needs 

of short-tail products. The Academy also 
stressed the use of derivatives as an appro-
priate tool in asset liability management. 
Committee members who were involved 
in drafting the Academy’s comments were 
Ralph Blanchard, Maryellen Coggins, and 
Harold Luber.

Blanchard, Elise Liebers, and Jim 
Reiskytl prepared the Academy’s com-
ments on the IAIS’ draft common struc-
ture paper for the assessment of insurer 

solvency. They raised, among other things, 
a concern with the draft paper’s “implica-
tion that there is an observable secondary 
market for non-life insurance claim lia-
bilities, mortality, lapsation, or expenses, 

and that such market information should 
be the key input to a realistic economic 
valuation of technical provisions.” 

The Academy also suggested the 
need for greater emphasis on the role of 
regulators, particularly in regard to estab-
lishing minimum capital requirements 
and risk margins. 

Finally, the Academy pointed to the 
stock-oriented nature of the document, 
remarking that many statements were not 
relevant to mutual insurance companies.

The Academy’s comments were sent 
to both the IAIS and the International 
Actuarial Association. 
 —TinA geTAcHew

  fInanCIal reportIng neWS  

Academy Vets International Regulatory Drafts

Arguing for a Federal 
Insurance Actuary

on JUly 17, the Academy’s Risk Management and 
Financial Reporting Council sent a letter to the 
Senate Banking Committee recommending that 
any new federal insurance bill include a provision 

creating an Office of Chief Actuary.
The letter was timed to coincide with an opening hearing 

on the National Insurance Act of 2006 (S. 2509), which was 
introduced last April by Sen. John Sununu (R-N.H.) and Sen. 
Tim Johnson (D-S.D.). The bill would create an optional federal 
charter regulatory system for life and property/casualty insurance 
by allowing insurers to choose regulation at either the state or 
the federal level. The legislation would establish an Office of 
National Insurance within the Treasury Department, to be man-
aged by a national insurance commissioner.

In its letter, the Academy urged the creation of an Office of 
Chief Actuary to supervise the actuarial and solvency requirements 
of federally regulated insurance companies. The Office of Chief 
Actuary would also define the minimum actuarial requirements 
that federally regulated insurance companies should meet in their 
filings with the federal government. The Academy included with 
its letter to committee members a copy of its 2003 monograph, 
Role of the Actuary Under Federal Insurance Regulation.

The Senate Banking Committee is likely to continue hear-
ings on the bill after Congress returns this month from recess.
 —TinA geTAcHew

the Actuarial foundation and the 
Society of Actuaries are looking for 
entries for the 2007 Individual grants 
competition to support the advancement of 
knowledge in actuarial science. both individuals 
and groups are eligible. graduate and undergraduate 
students are not eligible to apply individually but may 
apply as part of a group. 

letters of intent are due oct. 16. those who are 
invited to submit proposals will receive application 
forms starting nov. 21. Completed application forms 
are due Jan. 3, 2007. grant awards will be announced 
March 1�, 2007.

for more information, contact Sheree baker, Soa 
academic project specialist (�47-706-3�6�; sbaker@
soa.org), or Curtis huntington, chairperson of the 
actuarial foundation’s aerf Committee and of the 
Soa’s Committee on knowledge extension research 
(734-763-0293; chunt@umich.edu).

http://www.actuary.org/pdf/finreport/iaa_july06.pdf
http://www.actuary.org/pdf/finreport/iaa2_july06.pdf
http://www.actuary.org/pdf/finreport/charter_july06.pdf
http://www.actuary.org/pdf/finreport/federal_april03.pdf
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b eCaUSe they proVIde a secure 
lifetime income, defined benefit 
(DB) pension plans are a cru-
cial component of any national 

retirement policy. In a new issue brief, The 
Value of Defined Benefit Plans, the Academy’s 
Pension Committee examines the differ-
ences between DB and defined contribution 
(DC) plans, focusing on the advantages of 
DB over DC plans for employees, employ-
ers, and the nation as a whole. 

“A national retirement income pro-
gram must embrace and promote DB pen-
sion plans,” said Donald Segal, the Acad-
emy’s vice president for pension issues. 
“An enduring national retirement frame-
work must include a guaranteed retire-
ment income for life for all Americans. 
Social Security, even if we were to solve its 
current funding shortfalls, does not pro-
vide an adequate retirement income, and 
DC plans, such as 401(k) accounts, carry 
with them significant risks.”

The issue brief outlines in detail how 
DB plans are effective at reducing the dif-

ferent types of employee risk, namely 
investment risk, longevity risk, inflation 
risk, contribution risk, leakage risk, dis-
ability risk, survivor risk, early retire-
ment risk, and company solvency risk. 
For employers, the brief discusses the 
design and contribution flexibility that 
are available in DB plans, as well as the 
incentives that these plans can provide 
to help employers better manage their 
workforce. For example, incentives such 
as early-retirement windows can help 
mitigate the negative financial effects of 
workforce reductions on employees. 

As a matter of national policy, DB 
plans also have several advantages over 
DC plans: 
n Generally, a higher percentage of an 
employer’s workforce is covered in a DB 
plan than in a 401(k) plan, where the 
employee’s contribution is voluntary;
n The trillions in DB assets promote 
national saving and economic efficiency; 
they can reach certain investment mar-
kets that 401(k)s cannot;

n DB plans reduce the nation’s depen-
dence on Social Security and other gov-
ernmental assistance programs;
n Lifetime pension benefits from DB 
plans are more likely to help reduce pov-
erty rates for the elderly.

Unfortunately, the legal disparity 
in treatment of DB versus DC plans has 
contributed to a decline in the number 
of workers covered by DB plans. The 
issue brief lists some of these disparities, 
including the following: 
n DC plans can have pre-retirement dis-
tributions, tax-deferred employee con-
tributions, and employer matches, while 
private-sector DB plans cannot;
n Private-sector DB plans are generally 
required to pay for Pension Benefit Guar-
anty Corp. insurance, which increases 
benefit security, but DC plans have no 
requirement to insure benefits;
n DC plans can provide partial phased-
retirement benefits to older employees 
who are still working part time, whereas 
DB plans cannot.  —HeATHer Jerbi

  penSIon neWS  

Making the Case for DB Plans

Academy Presses for Guidance on Circular 230

LaCkIng a reSponSe to earlier 
letters seeking technical advice 
on Circular 230 revisions, the 
Academy’s Pension Practice 

Council renewed its request for guidance 
in a letter to the Internal Revenue Service 
(IRS) on July 28.

The council previously sent letters 
in May 2005, before the guidance was 
finalized, and again in October 2005. The 
council’s questions relate to the applica-
tion of certain sections in the circular 
to the customary practice of pension 
actuaries.  

In addition to a definitive interpreta-
tion of the expression “best practices,” the 
council is seeking advice on
n The meaning of the exception regarding 
the qualification of a qualified plan;
n The meaning of “written advice” with 

respect to a “federal definitive tax issue”;
n The treatment, in general, of tasks appar-
ently not covered by the exception;
n The status of the actuary not authorized 
to practice law;
n The applicability of the circular to issues 
in areas where the enrolled actuary isn’t 
authorized to practice before the IRS.

The IRS has stated that its 2005 revi-
sions to Circular 230 were prompted by 
a number of ethical lapses by tax profes-
sionals in the past decade or so. 

In the July 28 letter, signed by Don-
ald Segal, the Academy’s vice president for 
pension issues, the council indicated that 
it would have additional follow-up ques-
tions for the IRS if its guidance indicated 
that some of the normal activities of pen-
sion actuaries involved covered opinions 
as defined by the circular. 

PenSIon brIefS

➤ on two successive days in august, 
the academy’s pension practice Council 
sent dissenting letters to the editor of the 
Wall Street Journal. Its letter responding 
to an aug. 1� editorial, “the other 
pension Crisis,” was published in the 
aug. 2� issue of the paper. In the letter, 
the council agreed that problems with 
public-sector defined benefit plans needed 
to be addressed but took issue with the 
editorial’s conclusion that public-sector 
workers would be better served by moving 
to defined contribution plans. an aug. 
17 letter from the council pointed out 
several inaccuracies in an aug. 1� Journal 
article, “What you need to know about 
pension Changes,” on likely pension plan 
conversions resulting from the passage of 
the pension protection act of 2006.

http://www.actuary.org/pdf/pension/db_july06.pdf
http://www.actuary.org
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register for the academy’s life and 
health Qualifications Seminar.

nov. 6-9, 2006, arlington, Va.
Who Should Attend?

new fSas (effective 2000 or later) may not meet all 
of the life-and health-specific qualification standard 
requirements to be able to issue prescribed 
Statements of actuarial opinion. the l&h Seminar 
can solve that problem. others can take the 
opportunity to earn significant pd and Ce credit. 

for more information and to register online,  
go to www.actuary.org, or contact rita Winkel,  
the academy’s legal assistant  
(202-223-�196; winkel@actuary.org).

Don’t Miss out!

A 
SUbgroUp of the Health Practice Financial 
Reporting Committee recently completed 
its update of the Academy’s group long-
term disability income insurance practice 

note. The update is part of the committee’s continuing 
effort to update all 1996 health practice notes. 

The updated practice note addresses the actuary’s 
responsibilities for compliance related specifically to 
determining adequate reserve levels for group long-
term disability (GLTD) insurance coverage. GLTD is 
income replacement insurance that covers the risk 
that a person, insured under an applicable group con-

tract, will be unable to work because of a disability. 
The revision addresses liabilities, including disabled 
life reserves, liabilities for claims incurred but not 
yet reported, and active life reserves. Not included 
in this revision are assets that back capital and sur-
plus. Topics of primary concern include the funda-
mentals of reserving for disability insurance, disabled 
life reserves on open claims, disabled life reserves for 
claims incurred but not yet reported, and other con-
siderations in reserving for GLTD.  

Jinn-Feng Lin and Jim O’Connor headed the sub-
group that developed the revised practice note. With 
the completion of this note, the committee has two 
remaining practice notes to revise: one on general con-
siderations and one on large-group medical business.  
Anyone interested in participating in this work, or 
who has questions about the project to revise health 
practice notes, should contact Geralyn Trujillo, the 
Academy’s health policy analyst for state issues (Tru-
jillo@actuary.org; 202-223-8196).    

  health neWS  

Group Long-Term Disability 
Practice Note Updated

heALth brIefS

➤ marc Lambright, a manager with kpMg in 
radnor, pa., has joined the Uninsured Work group.

➤ Jeffrey miller, a consulting actuary in overland 
park, kan., has joined the Small-group Market task 
force.

➤ Donna novak, president and Ceo of novarest 
Inc. in fox lake, Ill., is chair of the newly formed 
premium deficiency reserves Work group. other 
members are frank amrine, an actuary with humana 
Inc. in louisville, ky.; rowen bell, a manager at 
ernst & young in Chicago; Jim braue, a director at 
Unitedhealth group in hartford, Conn.; rodney 
brunk, an actuarial associate at principal financial 
group in des Moines; Kermitt cox, senior adviser, 
actuarial, for aflac Inc. in Columbus, ga.; tim Deno, 
staff vice president of corporate valuation for Wellpoint 
Inc. in Indianapolis; Peter howard, director for 
kaiser permanent in pasadena, Calif.; Kenny Kan, 
an actuary in Clarksville, Md.; Karen Kirby, a vice 
president of Swiss re life & health america Inc. in 
dallas; Darrell Knapp, executive director of ernst & 
young in kansas City, Mo.; Jinn-feng Lin, a director 
at pricewaterhouseCoopersllp in Chicago; James 
o’connor, a principal and consulting actuary at 
Milliman in Chicago; Jeffrey Petertil, an actuary in 
oak park, Ill.; bernard rabinowitz, an actuary with 
ascent assurance Inc. in fort Worth, texas; Sharon 
rivais, an actuary with excellus blue Cross blue Shield 
in rochester, n.y.; michael Smith, an actuary with 
anthem in north haven, Conn.; and Joeff Williams, a 
consultant with actuarial Management resources Inc. 
in Winston-Salem, n.C.

➤ russ Willard, actuarial director for humana 
Inc. in louisville, ky., has joined the health practice 
financial reporting Committee.
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