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Notes

Company Premium (millions) Market share
BCBS  $447,047,702 89.4191%

Medica      22,970,762    4.5946%

John Alden/Time      13,082,287    2.6167%

American Family Mutual        6,316,392    1.2634%

Heart of America        3,210,947      .6423%

American Republic        1,770,361      .3541%

Continental General        1,713,077      .3427%

Madison National           965,942      .1932%

MII Life           623,246      .1247%

State Farm Mutual Auto           544,455      .1089%

Other companies       1,701,321      .3403%

TOTAL $499,946,492 100.0000%

Updated chart from page 16 of Aug. 6 handout

Major med market share by company based on premium, 2008  
(Sen. Potter)

Market share change from 2000 to 2001 (Chairman Keiser)

Referencing the chart on page 17 of the Aug. 6 handout

The rise in BCBS market share for large group from 2000 to 2001 (84.3% to 96.0%) was due to Altru leaving the 
business and BCBS taking it over. Altru’s exiting the market was not due to insolvency, but was impacted by 
losses on that business.
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Notes

Principles-based reserves vs. existing reserve standards  
(Chairman Keiser)

Principles-based reserves utilize principles to govern how to establish life insurance reserves rather than rules 
that generate a one-size-fits-all reserve amount. 

Existing reserve standards for life insurance (a rules-based approach), in general, define a minimum interest 
rate, a maximum mortality basis and reserve formulae. These standards are the same for all companies and 
all life insurance products. Reserves generated by the current rules-based approach do not reflect many of the 
risks associated with a product; and do not take into account differences in risk profiles among companies.

A principles-based approach to reserves is designed to reflect all material risks in a product (including  
mortality, interest, expenses, lapse, premium persistency, etc.) and permits the use of company-specific data, 
if credible. Principles-based reserves are then based on the underlying risks in a product, while continuing to 
maintain the solvency objectives of statutory regulation. A  principles-based reserve approach is expected to 
generate reserves for life insurance products that are closer to economic reality.

A principles-based approach to reserving for life insurance products will benefit the consumer through  
reserves that are more appropriate to the underlying risks (strengthening solvency) and through premiums 
that  more directly reflect those underlying risks.  
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Notes

North Dakota minimum loss ratio requirements 

Hospital/surgical/medical 
Major medical 

Group 70% 

 Individual 55% 

Medicare Supplement Group, direct response 75% 

 Individual 65% 

Long-term care Policy forms filed prior 
to 8/1/03 

60% 

 Policy forms filed 
8/1/03 and later 

No initial minimum loss ratio requirement. Company 
actuary must certify that “premiums are expected to be 
adequate to cover claims under moderately adverse 
experience.”  

Specified disease (cancer) Group 60% 

 Individual Depends on type of contract: 
a. Noncancelable—50% 
b. Guaranteed renewable—55% (most are this form) 
c. Optionally renewable—60% 

Credit  45% 

All other  Depends on type of contract, applies to both group and 
individual: 
a. Noncancelable—50% 
b. Guaranteed renewable—55% 
c. Optionally renewable—60% 

 
 

North Dakota minimum loss ratio requirements (Chairman Keiser)
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Notes

N.D. Life & Health Guaranty Association solvency (Sen. Potter)

The North Dakota Life & Health Guaranty Association was created in 1983 when the North Dakota Legislature 
enacted the North Dakota Guaranty Association Act. Since that time, there have been 37 insurance company 
insolvencies for which the Association has been actuated to provide protection to North Dakota policyholders. 
Not all of those insolvencies would result in liquidations or assessments.

For the years 2005 through 2009, the following chart shows the amount of claims paid from the North Dakota 
Life & Health Guaranty Association.

Five-year history of amounts paid for claims

Year # of companies Life Annuities Health Total
2005 3 $117,283 $251,410 - $368,693
2006 2 117,211 104,943 - 222,154
2007 3 162,086 101,718 65,008 328,812
2008 4 61,515 101,842 56,948 220,305
2009 4 68,965 101,898 125,593 296,456

$827,060 $661,811 $247,549 $1,436,420
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Notes

Relative risks to a company by line of business (Chairman Keiser)

Annuities: The benefits paid by an annuity (deferred annuity) include the cash value and possibly a death  
benefit equal to the greater of the premiums paid to-date or the cash value. The benefits that could be paid 
are not much different than the accumulation at interest of the dollars actually received. While there is a risk 
that the investment earnings that a company might realize will be less than the guaranteed interest, the risk to 
the company relative to other lines of business is smaller.

Life insurance: The benefits paid by a life insurance policy could include a death benefit, which is paid only 
once (if the policy is in force at the time of death); or a cash value if the policy is surrendered and the policy 
has a cash value. (Term insurance, for example, does not.) The cash value of a life insurance policy is similar to 
that of an annuity in that it is related to premiums that have been paid; so the risk to the company for that part 
of the benefit is similar to that in an annuity policy. The amount of the death benefit paid under a life  
insurance policy, however, may be quite different from the premiums the policyholder has paid into the policy 
to the date of death; so the risk to the company for that part of the benefit is greater. As a result, a life  
insurance product will have relatively greater risk than an annuity policy.

Health insurance: The benefits paid by a health insurance policy could be paid multiple times, because a 
policyholder could incur a claim, recover, and incur further claims on the same policy. This adds an additional 
element of risk; as a result, a health insurance product will typically have relatively greater risk than an annuity 
or life insurance product.

For each type of product line, reserves are held to reflect the future benefits payable under that  product.  
Assumptions are made by the actuary regarding the timing and amount of future premiums and benefits, as 
well as an investment rate. These are included in the reserve calculation. To the extent that actual experience 
is more or less favorable than the assumptions made, the particular product will be more or less profitable 
than expected. If actual experience is considerably less favorable than the assumptions made, the particular 
product may lose money and a portion of the company’s surplus will be required to fulfill the benefit  
obligations of that product. For products with relatively greater risk, higher amounts of surplus are required, 
and this is reflected in the Risk Based Capital (RBC) calculation. 

The risk profile for a particular company is unique to that company. For example, a company that sells only  
annuity products would typically have a lower RBC requirement than a company that sells only health  
insurance (if the asset portfolios are identical). Companies that sell multiple lines of business will calculate an 
RBC requirement that reflects their unique mix of business and its combined relative risk.
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Medicare Part D enrollment

North Dakota has 106,485 residents eligible for Medicare Part D, which covers prescription drugs. There are 
95,559 North Dakotans with known creditable drug coverage.

As of February 2009




