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Charges to the LTC Valuation Work Group

1
7 Develop a replacement mortality table for Long-term
Care (LTC) life reserves
O Based on the 2012 Annuitant Mortality Table
O Recommend a margin for conservatism
1 Develop a replacement lapse table
o0 Recommend a margin for conservatism
1 Consider developing tables for valuation on total lives
basis as well as active lives basis
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Proposed Factors for Tables

LS o Preliminary
Individual Lapse Lapse i
& Group Individual Group prOpOSEd basic
Issue Age v v v tables and
factor tables
Policy Duration v v v have been
Gender v developed.
Marital Status v v
Risk Class v v
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Ultimate Mortality Rates
N
1 Based on 48,000 deaths from companies with reasonable
data (DEFN. 2 companies™) for policy years 15 and
beyond during the experience period 2008-2011.
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Ultimate Mortality Rates

1 Use 2012 IAM. as a guide when data is sparse.
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Data for Lapse Table

N
7 Based on 2008-2011 experience years and DEFN 2

companies:
Exposure Years Number of Lapses
Individual 9.4 million 197,000
Group 4.9 million 302,000

7 Minimum 240 lapses in any rate-cell (minimum
50% partial credibility).
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Select Factors for Lapse
N S

0 Key lapse factors were SEEIEE 1 LS T
. . - . C L Order of Significance
identified using a logistic ,
. Policy Year v
regression method. — .
. _ remium Paying Status
0 To be consistent with the Issue Age v
factors selected for Mortality e [ v
Table, Work Group selected Periodic Premium Level
the following factors for Marital Status v
Iapse: Premium Mode
Rate Increase Indicator
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Raw Lapse Rates — Individual

—
7 Raw rates were capped by prior year’s rates to remove
Increasing patterns.

Raw Lapse Rates by Issue Age Group and Policy Duration
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Smoothed Lapse Rates — Individual

7
1 Capped raw rates for each issue age group were fitted
by either an exponential (Expon.) or a power trend line.

Smoothed Lapse Rates by Issue Age Group and Policy Duration
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Smoothed Lapse Rates — Group

7
0 Raw rates for each issue age group were fitted by either a

2"d degree polynomial (Poly.) or an exponential (Expon.)
trend line.

Smoothed Lapse Rates by Issue Age Group and Policy Duration
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Next Steps

Develop active lives tables

Review reasonableness of total terminations
Recommend margins

Update NAIC LTC Actuarial Working Group for
additional feedbacks

o Produce report (ECD. end of 2019)

[l
[l
[l
[l

') SOCIETY OF A
11 \ P TUARIESs AMERICAN ACADEMY o )f ACTUARIES

, Objective. Independent. Eﬁ ctive.
May not be reproduced W|thout eXpress Permission. 02019 American Academy of Actuaries. All rights reserved.
May not be reproduced without express permission.



Questions?

.
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Endnotes
R e

1 Abbreviations:

1 DEFN: Definition 2

2 IAM: Individual Annuity Mortality
3 VBT: Valuation Basic Table

4 ECD: Estimated Completion Date
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Additional Information
I TS

David Linn
Senior Health Policy Analyst
American Academy of Actuaries

Linn@actuary.org
202-785-6931
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