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Comment:

 

It is the primary mission of the Arkansas Insurance Department to protect consumers.

 

Given the current state of the economy and the fact that this block of business has continually received rate increases over the past six years, we are

disapproving your request for a 25% rate increase.

 

We appreciate your understanding in this matter.

 

Company Name: Overall %

Indicated

Change: 

Overall % Rate

Impact: 

Written

Premium

Change for

this

Program: 

# of Policy

Holders

Affected for this

Program: 

Written

Premium for

this Program: 

Maximum %

Change (where

required): 

Minimum %

Change (where

required): 

Loyal American Life

Insurance Company
25.000% 25.000% $802 2 $3,207 25.000% 25.000%
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Loyal American Life

P.O. Box 559015
Austin, Texas 78755-9015

Shipping Address:                 
11200 Lakeline Blvd Ste. 100 
Austin, TX 78717

Phone: (800) 880-8824        
Fax:     (512) 467-7040

Insurance Company

Wednesday, June 27, 2012

Ms. Karen Duffy
Department of Insurance
L&H Rate Filings
2910 North 44th Street, Suite 210
Phoenix, AZ  85018

Dear Ms. Karen Duffy:

Subject:  Loyal American Life Insurance Company
NAIC Number: 65722
LOYAL ARB Cancer Rate Filing for 2012
Form Number: LR-4818

Enclosed for your review and approval, please find copies of an Actuarial Memorandum and rate sheets in support of
a proposed rate increase on the above referenced product. The rate increase will be effective upon the state insurance
department approval and in accordance with state policyholder notification requirements

This filing applies to all in-force policies in this state with the above referenced form number.

Enclosed are any necessary certifications, transmittals and/or filing fees as may be required by your state.

If you have any questions or comments regarding this filing, please feel free to contact me at (800) 880-8824 extension
1542 or at bschmitz@gafri.com. Our fax number is 512-451-1399.

Sincerely,

Beau Schmitz
Senior Actuarial Analyst II

Enclosures



Loyal American Life Insurance Company

Exhibit 1 - Active Forms, Policy Count, and Average Annual Premium Before & After

Nationwide Arkansas

Arkansas forms

Policy Count Current Avg 
Annual Premium

Proposed Avg 
Annual Premium

Policy Count Current Avg 
Annual Premium

Proposed Avg 
Annual Premium

Proposed 
Increase

LR-4818   916 $1,217.20 $1,516.27 2 $1,603.34 $2,004.17 25.0%

Sub Total 916 2$1,217.20 $1,516.27 $1,603.34 $2,004.17 25.00%

Nationwide Total 916 $1,217.20 $1,516.27

Exhibit 1



Individual Cancer forms

WITHOUT REQUESTED RATE ACTION

10-YEAR PROJECTION LOYAL Forms: ARB Exp Base: Date Prepared: 06/28/12

WITHOUT INTEREST WITH INTEREST Claims Factors Persistency Factors Interest Factors

Paid Claims Expected Actual Total Benefit Expected Actual to Under- RI at: 5.00%

Calendar Earned by Incurred Claim Incurred Active Total Incurred Loss Loss Loss Expected Life Earned Total Loss Rate Effective- Rate Claims Season- Shock writing Adverse Policy Claims 2011

Column Year Premium Year Reserve Claims Reserves Benefits Claims Ratio Ratio Ratio Ratio Years Premium Benefits Ratio Increase ness Effect Aging Combined Trend Aging ality Combined Lapses Lapses Wearoff Selection Persistency Persistency Years Factor

Past

Experience (A) (B) (C) (D) (E) (F) (G) (H) (I) (J) (K) (L) (M) (N) (O) (P) (Q) (R) (S) (T) (U) (V) (W)

1997               4,165                       -                -                     -                     -                    -                        - 0.0% 0.0% 0.0%           -               8,246                    - 0.0% 14.00 1.980

1998           273,469           257,046                -        257,046                     -        257,046                1,204 94.0% 94.0% 0.4% 213.55           -          515,667       484,699 94.0% 13.00 1.886

1999        1,229,708           647,238                -        647,238                     -        647,238              80,438 52.6% 52.6% 6.5% 8.05           -       2,208,379    1,162,346 52.6% 12.00 1.796

2000        2,862,470        1,780,758                -     1,780,758                     -     1,780,758           385,664 62.2% 62.2% 13.5% 4.62           -       4,895,795    3,045,700 62.2% 11.00 1.710

2001        3,347,683        2,327,020                -     2,327,020                     -     2,327,020           945,106 69.5% 69.5% 28.2% 2.46           -       5,453,023    3,790,470 69.5% 10.00 1.629

2002        3,236,729        2,725,267                -     2,725,267        596,425     2,725,267        1,233,128 84.2% 84.2% 38.1% 2.21           -       5,021,229    4,227,783 84.2% 9.00 1.551

2003        1,962,646        2,066,129                -     2,066,129        893,528     2,363,233        1,384,193 105.3% 120.4% 70.5% 1.71           -       2,899,722    3,491,572 120.4% 8.00 1.477

2004        1,664,633        1,990,061                -     1,990,061        997,887     2,094,419           987,954 119.5% 125.8% 59.3% 2.12           -       2,342,306    2,947,058 125.8% 7.00 1.407

2005        1,552,185        1,806,637                -     1,806,637     1,068,713     1,877,463           935,147 116.4% 121.0% 60.2% 2.01   2,605       2,080,076    2,515,981 121.0% 6.00 1.340

2006        1,375,514        1,654,009                -     1,654,009     1,161,095     1,746,391           852,630 120.2% 127.0% 62.0% 2.05   2,243       1,755,544    2,228,887 127.0% 5.00 1.276

2007        1,183,672        1,632,470             41     1,632,511     1,187,754     1,659,169           768,458 137.9% 140.2% 64.9% 2.16   1,882       1,438,760    2,016,731 140.2% 4.00 1.216

2008        1,235,934        1,129,634        2,321     1,131,955     1,220,718     1,164,919           836,033 91.6% 94.3% 67.6% 1.39   1,612       1,430,748    1,348,539 94.3% 3.00 1.158

2009        1,210,262        1,215,119      12,323     1,227,442     1,132,987     1,139,711           846,321 101.4% 94.2% 69.9% 1.35   1,339       1,334,314    1,256,531 94.2% 2.00 1.103

2010        1,111,297        1,223,316      41,334     1,264,651     1,068,616     1,200,279           791,786 113.8% 108.0% 71.2% 1.52   1,074       1,166,862    1,260,293 108.0% 1.00 1.050

2011        1,079,606           793,893    272,842     1,066,735     1,027,167     1,025,286           772,876 98.8% 95.0% 71.6% 1.33      956       1,079,606    1,066,735 98.8% 1.159 0.166 1.000 1.000 0.00 1.000

Experience 2012        1,143,007     1,142,052        988,237     1,103,122           818,265 99.9% 96.5% 71.6% 1.35       1,088,578    1,050,592 96.5% 1.000 0.743 1.131 1.000 1.131 1.080 1.000 1.000 1.080 0.064 0.000    1.000 0.000 0.936 0.936 (1.00) 0.952

(Projection 2013        1,068,552     1,129,809        950,783     1,092,355           765,084 105.7% 102.2% 71.6% 1.43          969,209       990,798 102.2% 1.080 0.091 1.021 1.000 1.021 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 (2.00) 0.907

10-Years) 2014        1,057,098     1,117,697        914,748     1,081,663           756,882 105.7% 102.3% 71.6% 1.43          913,161       934,381 102.3% 1.080 0.091 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 (3.00) 0.864

2015        1,045,765     1,105,715        880,079     1,071,047           748,768 105.7% 102.4% 71.6% 1.43          860,354       881,153 102.4% 1.080 0.091 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 (4.00) 0.823

2016        1,034,555     1,093,862        846,724     1,060,507           740,741 105.7% 102.5% 71.6% 1.43          810,601       830,935 102.5% 1.080 0.091 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 (5.00) 0.784

2017        1,023,464     1,082,136        814,634     1,050,045           732,801 105.7% 102.6% 71.6% 1.43          763,725       783,560 102.6% 1.080 0.091 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 (6.00) 0.746

2018        1,012,493     1,070,536        783,759     1,039,661           724,945 105.7% 102.7% 71.6% 1.43          719,560       738,868 102.7% 1.080 0.091 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 (7.00) 0.711

2019        1,001,639     1,059,059        754,054     1,029,355           717,173 105.7% 102.8% 71.6% 1.44          677,949       696,708 102.8% 1.080 0.091 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 (8.00) 0.677

2020           990,901     1,047,706        725,476     1,019,128           709,485 105.7% 102.8% 71.6% 1.44          638,744       656,939 102.8% 1.080 0.091 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 (9.00) 0.645

2021           980,279     1,036,475        697,980     1,008,979           701,880 105.7% 102.9% 71.6% 1.44          601,806       619,426 102.9% 1.080 0.091 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 # 0.614

Past      23,329,973   21,577,459   22,604,626      10,820,939 96.9% 46.4% 2.09     33,630,276  30,843,327 91.7%

Future      10,357,753   10,885,047   10,555,861        7,416,023 101.9% 71.6% 1.42       8,043,685    8,183,359 101.7%

Lifetime      33,687,726   32,462,506   33,160,486      18,236,962 98.4% 54.1% 1.82     41,673,962  39,026,685 93.6%

1996-and-later(SSA-94)      33,687,726   32,462,506   33,160,486      18,236,962 98.4% 54.1% 1.82     41,673,962  39,026,685 93.6%

(B) = (B)(-1).(T).(L) (G) = (F)/(E) (U) =

(C) = (C)(-1).(U).(O) (J) = (H^(I)).(H(-1)^(1-I(-1))) (W) =

(D) = (C)/(B) (L) = (J).(K) 0.9998 Ratio lifetime with increase to without increase

(E) = (B).(W) (O) = (M).(N)

(F) = (C).(W) (T) = 1-(P)-(Q)

Nationwide

ASSUMPTIONS

Premium Factors

(1-(P)-(Q)-(S)).((R)/R(-1))

1.05 ^ (V)



Individual Cancer forms

WITH REQUESTED RATE ACTION

10-YEAR PROJECTION LOYAL Forms: ARB Exp Base: Date Prepared: 06/28/12

WITHOUT INTEREST WITH INTEREST Claims Factors Persistency Factors Interest Factors

Paid Claims Expected Actual Total Benefit Expected Actual to Under- RI at: 5.00%

Calendar Earned by Incurred Claim Incurred Active life Total Incurred Loss Loss Loss Expected Life Earned Incurred Loss Rate Effective- Rate Claims Season- Shock writing Adverse Policy Claims 2011

Column Year Premium Year Reserve Claims Reserves Benefits Claims Ratio Ratio Ratio Ratio Years Premium Claims Ratio Increase ness Effect Aging Combined Trend Aging ality Combined Lapses Lapses Wearoff Selection Persistency Persistency Years Factor

Past

Experience (A) (B) (C) (D) (E) (F) (G) (H) (I) (J) (K) (L) (M) (N) (O) (P) (Q) (R) (S) (T) (U) (V) (W)

1997               4,165                       -                -                     -                     -                    -                        - 0.0% 0.0% 0.0%             -               8,246                    - 0.0% 14.00 1.980

1998           273,469           257,046                -        257,046                     -        257,046                1,204 94.0% 94.0% 0.4%   213.5           -          515,667       484,699 94.0% 13.00 1.886

1999        1,229,708           647,238                -        647,238                     -        647,238              80,438 52.6% 52.6% 6.5%       8.0           -       2,208,379    1,162,346 52.6% 12.00 1.796

2000        2,862,470        1,780,758                -     1,780,758                     -     1,780,758           385,664 62.2% 62.2% 13.5%       4.6           -       4,895,795    3,045,700 62.2% 11.00 1.710

2001        3,347,683        2,327,020                -     2,327,020                     -     2,327,020           945,106 69.5% 69.5% 28.2%       2.5           -       5,453,023    3,790,470 69.5% 10.00 1.629

2002        3,236,729        2,725,267                -     2,725,267        596,425     2,725,267        1,233,128 84.2% 84.2% 38.1%       2.2           -       5,021,229    4,227,783 84.2% 9.00 1.551

2003        1,962,646        2,066,129                -     2,066,129        893,528     2,363,233        1,384,193 105.3% 120.4% 70.5%       1.7           -       2,899,722    3,491,572 120.4% 8.00 1.477

2004        1,664,633        1,990,061                -     1,990,061        997,887     2,094,419           987,954 119.5% 125.8% 59.3%     2.12           -       2,342,306    2,947,058 125.8% 7.00 1.407

2005        1,552,185        1,806,637                -     1,806,637     1,068,713     1,877,463           935,147 116.4% 121.0% 60.2%     2.01   2,605       2,080,076    2,515,981 121.0% 6.00 1.340

2006        1,375,514        1,654,009                -     1,654,009     1,161,095     1,746,391           852,630 120.2% 127.0% 62.0%     2.05   2,243       1,755,544    2,228,887 127.0% 5.00 1.276

2007        1,183,672        1,632,470             41     1,632,511     1,187,754     1,659,169           768,458 137.9% 140.2% 64.9%     2.16   1,882       1,438,760    2,016,731 140.2% 4.00 1.216

2008        1,235,934        1,129,634        2,321     1,131,955     1,220,718     1,164,919           836,033 91.6% 94.3% 67.6%     1.39   1,612       1,430,748    1,348,539 94.3% 3.00 1.158

2009        1,210,262        1,215,119      12,323     1,227,442     1,132,987     1,139,711           846,321 101.4% 94.2% 69.9%     1.35   1,339       1,334,314    1,256,531 94.2% 2.00 1.103

2010        1,111,297        1,223,316      41,334     1,264,651     1,068,616     1,200,279           791,786 113.8% 108.0% 71.2%     1.52   1,074       1,166,862    1,260,293 108.0% 1.00 1.050

2011        1,079,606           793,893    272,842     1,066,735     1,027,167     1,025,286           772,876 98.8% 95.0% 71.6%     1.33      956       1,079,606    1,066,735 98.8% 1.159 0.166 1.000 1.000 0.00 1.000

Experience 2012        1,096,983     1,000,830        988,237        961,900           785,317 91.2% 87.7% 71.6%     1.22       1,044,746       916,095 87.7% 1.245 0.227 1.188 1.000 1.188 1.080 1.000 1.000 1.080 0.064 0.054 1.000 0.027 0.855 0.855 (1.00) 0.952

(Projection 2013        1,074,843        825,233        950,783        787,778           769,588 76.8% 73.3% 71.6%     1.02          974,914       714,538 73.3% 1.080 0.773 1.283 1.000 1.283 1.080 1.000 1.000 1.080 0.084 0.102 1.000 0.051 0.763 0.763 (2.00) 0.907

10-Years) 2014        1,063,321        816,386        914,748        780,351           761,338 76.8% 73.4% 71.6%     1.02          918,536       674,097 73.4% 1.080 0.773 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 (3.00) 0.864

2015        1,051,922        807,634        880,079        772,965           753,176 76.8% 73.5% 71.6%     1.03          865,419       635,921 73.5% 1.080 0.773 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 (4.00) 0.823

2016        1,040,645        798,977        846,724        765,622           745,102 76.8% 73.6% 71.6%     1.03          815,373       599,885 73.6% 1.080 0.773 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 (5.00) 0.784

2017        1,029,490        790,412        814,634        758,321           737,114 76.8% 73.7% 71.6%     1.03          768,221       565,871 73.7% 1.080 0.773 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 (6.00) 0.746

2018        1,018,453        781,938        783,759        751,064           729,213 76.8% 73.7% 71.6%     1.03          723,796       533,767 73.7% 1.080 0.773 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 (7.00) 0.711

2019        1,007,536        773,556        754,054        743,851           721,395 76.8% 73.8% 71.6%     1.03          681,940       503,468 73.8% 1.080 0.773 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 (8.00) 0.677

2020           996,735        765,263        725,476        736,685           713,662 76.8% 73.9% 71.6%     1.03          642,504       474,874 73.9% 1.080 0.773 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 (9.00) 0.645

2021           986,050        757,060        697,980        729,564           706,012 76.8% 74.0% 71.6%     1.03          605,349       447,889 74.0% 1.080 0.773 1.080 1.000 1.080 1.080 1.000 1.000 1.080 0.084 0.000 1.000 0.000 0.916 0.916 # 0.614

Past      23,329,973   21,577,459   22,604,626      10,820,939 96.9% 46.4%     2.09     33,630,276  30,843,327 91.7%

Future      10,365,977     8,117,288     7,788,102        7,421,916 75.1% 71.6%     1.05       8,040,797    6,066,404 75.4%

Lifetime      33,695,949   29,694,747   30,392,727      18,242,855 90.2% 54.1%     1.67     41,671,074  36,909,730 88.6%

1996-and-later(SSA-94)      33,695,949   29,694,747   30,392,727      18,242,855 88.1% 54.1%     1.63     41,671,074  36,909,730 88.6%

(B) = (B)(-1).(T).(L) (G) = (F)/(E) (U) =

(C) = (C)(-1).(U).(O) (J) = (H^(I)).(H(-1)^(1-I(-1))) (W) =

(D) = (C)/(B) (L) = (J).(K)

(E) = (B).(W) (O) = (M).(N)

(F) = (C).(W) (T) = 1-(P)-(Q)

Nationwide

1.05 ^ (V)

ASSUMPTIONS

Premium Factors

(1-(P)-(Q)-(S)).((R)/R(-1))



Rate Increase History
Loyal American Life Insurance Company

Arkansas

Form/Plan
Approved
 Increase

Effective 
Date

53.7%LR-4818   12/1/2002

30.0%LR-4818   1/1/2005

40.0%LR-4818   11/1/2006

25.0%LR-4818   12/8/2007

25.0%LR-4818   5/1/2009

15.0%LR-4818   6/19/2010

5.0%LR-4818   9/17/2011

Exhibit 3
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