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The American Academy of Actuaries is the public policy organization for actuaries
practicing in all specialties within the United States.  A major purpose of the Academy is
to act as the public information organization for the profession.  The Academy is non-
partisan and assists the public policy process through the presentation of clear and
objective actuarial analysis.  The Academy regularly prepares testimony for Congress,
provides information to federal elected officials, comments on proposed federal
regulations, and works closely with state officials on issues related to insurance.  The
Academy also develops and upholds actuarial standards of conduct, qualification and
practice and the Code of Professional Conduct for all actuaries practicing in the United
States.
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Recommendation:

Change the RBC factor for the stock of the Federal Home Loan Bank (FHLB) from 2.3%
to 0.8%. Change the RBC pretax factor to 1.1% for the sensitivity test.

Explanation:

The FHLB stock RBC factor was originally set equal to that of a Class 1 Preferred Stock.
At that time, the preferred stock RBC factors were set equal to the comparable bond
factors plus 2%.  As a result, the FHLB RBC factor was set at 2.3%.  In 1997, when a
separate study of preferred stock experience was completed, the Class 1 factor for
preferred stock was changed from 2.3% to 0.9%.  The FHLB RBC factor was not
considered nor changed.  This recommendation belatedly corrects for this oversight
and restores it to its original intent--making it equivalent to the Preferred Stock Class 1
RBC factor again.


