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SOA Antitrust Compliance Guidelines

Active participation in the Society of Actuaries is an important aspect of membership. While the positive contributions of professional societies and associations are well-recognized and
encouraged, association activities are vulnerable to close antitrust scrutiny. By their very nature, associations bring together industry competitors and other market participants.

The United States antitrust laws aim to protect consumers by preserving the free economy and prohibiting anti-competitive business practices; they promote competition. There are
both state and federal antitrust laws, although state antitrust laws closely follow federal law. The Sherman Act, is the primary U.S. antitrust law pertaining to association activities. The
Sherman Act prohibits every contract, combination or conspiracy that places an unreasonable restraint on trade. There are, however, some activities that are illegal under all
circumstances, such as price fixing, market allocation and collusive bidding.

There is no safe harbor under the antitrust law for professional association activities. Therefore, association meeting participants should refrain from discussing any activity that could
potentially be construed as having an anti-competitive effect. Discussions relating to product or service pricing, market allocations, membership restrictions, product standardization or
other conditions on trade could arguably be perceived as a restraint on trade and may expose the SOA and its members to antitrust enforcement procedures.

While participating in all SOA in person meetings, webinars, teleconferences or side discussions, you should avoid discussing competitively sensitive information with competitors and
follow these guidelines:

* Do not discuss prices for services or products or anything else that might affect prices

* Do not discuss what you or other entities plan to do in a particular geographic or product markets or with particular customers.

* Do not speak on behalf of the SOA or any of its committees unless specifically authorized to do so.

* Do leave a meeting where any anticompetitive pricing or market allocation discussion occurs.

» Do alert SOA staff and/or legal counsel to any concerning discussions

* Do consult with legal counsel before raising any matter or making a statement that may involve competitively sensitive information.

Adherence to these guidelines involves not only avoidance of antitrust violations, but avoidance of behavior which might be so construed. These guidelines only provide an overview of

prohibited activities. SOA legal counsel reviews meeting agenda and materials as deemed appropriate and any discussion that departs from the formal agenda should be scrutinized
carefully. Antitrust compliance is everyone’s responsibility; however, please seek legal counsel if you have any questions or concerns.
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Presentation Disclaimer

Presentations are intended for educational purposes only and do not
replace independent professional judgment. Statements of fact and
opinions expressed are those of the participants individually and,
unless expressly stated to the contrary, are not the opinion or position
of the Society of Actuaries, its cosponsors or its committees. The
Society of Actuaries does not endorse or approve, and assumes no
responsibility for, the content, accuracy or completeness of the
information presented. Attendees should note that the sessions are
audio-recorded and may be published in various media, including
print, audio and video formats without further notice.

SOCIETY OF

SOA MEETING

Y

ACTUARIES:



N
About the Academy @

N @ 3% O

Mission: Community: Standards: Impact:

To serve the Serving over 20K Setting Delivering over
public and the MAAAs & public qualification, 300 insight-driven
U.S. actuarial stakeholders practice, and publications &

profession for 60 years professionalism resources
standards annually

ValAct Visit www.actuary.org to learn more. @ Fa

SOA MEETING



Presenter
Presentation Notes




http://www.actuary.org/

Topics

* YRT Contracts
*VM-20 Requirements

e Qualified Actuary Considerations (Judgement)
 Modeling Approaches




PBR & Reinsurance

* VM20-8.A.3: A company shall include a reinsurance agreement or
amendment in calculating the minimum reserve if, under the terms
of the AP&P Manual, the agreement or amendment qualifies for
credit for reinsurance

e This applies to all types of reinsurance

Know your Treaty!
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YRT Reinsurance
In VM-20
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VM-20 YRT Reinsurance Treatment

 NPR YRT reserve/reserve credit = % cx regardless of guarantee

e Non-guaranteed YRT

e Reserve/Reserve credit is NPR =% cx
e No modeling — DR and SR =7 cx
e Applies to both cedant and assuming company

e Guaranteed YRT

e DR/SR — model treaty provisions
* No judgment required related to future YRT rates

e Partially Guaranteed YRT
 Not contemplated by VM-20
 VM-20 Section 8 requires professional judgment
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Use professional judgment 
CA feedback was that judgement is not appropriate in partial gtees – treat it as non guaranteed to cedant
AG-38 says to treat as guaranteed if conditional  rate increase only 
What if cedant has option to recapture? Does that make non-gteed into gteed?


Yearly Renewable Term (YRT)
Reinsurance Contracts
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Examples of YRT Reinsurance Guarantee Designs

e Fully Guaranteed — all years

e Specific period guarantee

e Guarantee for level term period

e Option for rate change triggered by

e External event
e Cedant policy actions
e Assuming company experience with Most Favored Nation protection

e Guarantee unless cedant mortality deteriorates by [X]
 Non-guaranteed YRT (guarantee for single year only)
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Trigger Options when Partially Guaranteed

e Audience participation encouraged
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Which party has the option?
Due to Macro environment or company specific?




Actuarial Judgement
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Actuarial Judgement Required for DR/SR
Modeling

e Fully guaranteed YRT rates—no judgement required on rates
e Fully non-guaranteed—no judgement required

e Partial or guarantees with limits—needs actuarial professional
judgement

 Modeling treatment as fully guaranteed or non-fully guaranteed may not be
appropriate
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Qualified Actuary Considerations

e What would trigger an increase?
e Can the model handle this trigger?
e How likely is an increase?
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Relationship between parties
Affiliated companies
Third-party relationships
Totality of counterparty relationship
Multiple treaties
Vendor relationships (UW, investment advice)
Potential for new business
Recapture optionality
Reputation
Limits on raising rates
Clarity of rate language
Future expectations of mortality
Materiality
Credibility
Future expectations of recovery after event
Expected timing of future losses
Reason for increase being triggered
Timing of increase & cost of negotiation
Presence of retrocession
Concern over legal costs and risks
Financial Condition of the parties



Professionalism

e ASOP 7 — Cash Flow Analysis

e ASOP 11 — Reinsurance Cash Flows

e ASOP 22 — Asset Adequacy Analysis

e ASOP 41 — Actuarial Communications
e ASOP 52 —VM-20 Compliance
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https://www.actuarialstandardsboard.org/asops/analysis-life-health-propertycasualty-insurer-cash-flows/
https://www.actuarialstandardsboard.org/asops/treatment-of-reinsurance-or-similar-risk-transfer-programs-involving-life-insurance-annuities-or-health-benefit-plans-in-financial-reports/
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Modeling Approaches and
Actuarial Judgment




Modeling Practicalities

e Can the rate increase trigger be modeled? Or is an approximation
acceptable?

e Alternatives to including rate increase in model
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Questions?

For more information, please contact Amanda Barry-Moilanen
(barrymoilanen@actuary.org)

e Add Evaluation link
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SOA Antitrust Compliance Guidelines

Active participation in the Society of Actuaries is an important aspect of membership. While the positive contributions of professional societies and associations are well-recognized and
encouraged, association activities are vulnerable to close antitrust scrutiny. By their very nature, associations bring together industry competitors and other market participants.

The United States antitrust laws aim to protect consumers by preserving the free economy and prohibiting anti-competitive business practices; they promote competition. There are
both state and federal antitrust laws, although state antitrust laws closely follow federal law. The Sherman Act, is the primary U.S. antitrust law pertaining to association activities. The
Sherman Act prohibits every contract, combination or conspiracy that places an unreasonable restraint on trade. There are, however, some activities that are illegal under all
circumstances, such as price fixing, market allocation and collusive bidding.

There is no safe harbor under the antitrust law for professional association activities. Therefore, association meeting participants should refrain from discussing any activity that could
potentially be construed as having an anti-competitive effect. Discussions relating to product or service pricing, market allocations, membership restrictions, product standardization or
other conditions on trade could arguably be perceived as a restraint on trade and may expose the SOA and its members to antitrust enforcement procedures.

While participating in all SOA in person meetings, webinars, teleconferences or side discussions, you should avoid discussing competitively sensitive information with competitors and
follow these guidelines:

* Do not discuss prices for services or products or anything else that might affect prices

* Do not discuss what you or other entities plan to do in a particular geographic or product markets or with particular customers.

* Do not speak on behalf of the SOA or any of its committees unless specifically authorized to do so.

* Do leave a meeting where any anticompetitive pricing or market allocation discussion occurs.

» Do alert SOA staff and/or legal counsel to any concerning discussions

* Do consult with legal counsel before raising any matter or making a statement that may involve competitively sensitive information.

Adherence to these guidelines involves not only avoidance of antitrust violations, but avoidance of behavior which might be so construed. These guidelines only provide an overview of

prohibited activities. SOA legal counsel reviews meeting agenda and materials as deemed appropriate and any discussion that departs from the formal agenda should be scrutinized
carefully. Antitrust compliance is everyone’s responsibility; however, please seek legal counsel if you have any questions or concerns.
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Presentations are intended for educational purposes only and do not
replace independent professional judgment. Statements of fact and
opinions expressed are those of the participants individually and,
unless expressly stated to the contrary, are not the opinion or position
of the Society of Actuaries, its cosponsors or its committees. The
Society of Actuaries does not endorse or approve, and assumes no
responsibility for, the content, accuracy or completeness of the
information presented. Attendees should note that the sessions are
audio-recorded and may be published in various media, including
print, audio and video formats without further notice.
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Acronyms that may be Used in this Presentation

e AAT — Asset Adequacy Testing
e ASOP — Actuarial Standard of Practice

e CSO— Commissioners’ Standard Ordinary
(mortality table)

e CSV — Cash Surrender Value
e DR- Deterministic Reserve

e HMI/FMI — Historical and Future Mortality
Improvement

e |IMR — Interest Maintenance Reserve

ValAct

LTC — Long-Term Care

NAIC — National Association of Insurance
Commissioners

NPR — Net Premium Reserve
PBR — Principle-Based Reserves
RBC — Risk-Based Capital

SR — Stochastic Reserve

YRT — Yearly Renewable Term (reinsurance)
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