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		Attachment G
Date:	July 20, 2021	

To: 	Dale Bruggeman, Chair, Statutory Accounting Principles (E) Working Group 

From:	Kevin Fry, Chair, Valuation of Securities (E) Task Force 

CC:	Carrie Mears, Vice-Chair, Valuation of Securities (E) Task Force 
Charles A. Therriault, Director, NAIC Securities Valuation Office (SVO)
Marc Perlman, Managing Investment Counsel, NAIC Securities Valuation Office (SVO)
Julie Gann, Assistant Director, NAIC Financial Regulatory Services
James Pinegar, Manager II, NAIC Financial Regulatory Services  
  
RE:	Referral to the Statutory Accounting Principles (E) Working Group Requesting Comment on a Proposed Amendment to the P&P Manual to Direct the SVO to Rely on the Parent Entity Rating for Unrated Subsidiary Obligors in WCFI transactions

1. Summary - The Valuation of Securities (E) Task Force is considering a policy change that would, in Part One of the Purposes and Procedures Manual of the NAIC Investment Analysis Office, direct the SVO, in regards to Working Capital Finance Investment (WCFI) transactions with unrated obligors, to rely upon the NAIC designation or the NAIC designation equivalent of a credit rating provider (CRP) rating of the obligor’s parent entity, without notching for the subsidiary.  However, under the policy, the SVO would expressly retains its right, in its sole analytic discretion, to notch the designation or choose not to assign a designation to a WCFI program for reasons unrelated to the relationship between the obligor and its parent.  In Part Three the definition of WCFI “Obligor” would be revised to permit the SVO to follow this Task Force policy directive in Part One.  I believe there is strong implied support from these high-quality parental entities for their unrated, non-guaranteed subsidiaries as obligors on these short-term WCFI transactions and such support should be recognized in NAIC designations.  If the Task Force agrees and deems it essential that the SVO be able assign designations to WCFI transactions with unrated, non-guaranteed obligors, then this policy change will be adopted and impact how NAIC Designations are assigned to WCFI transactions. 

2. Referral – Because NAIC Designations on WCFI program obligors may be impacted by this proposed policy change, the Task Force wanted to make the Working Group aware of the change and provide it with an opportunity to provide comments to Task Force members when they consider the proposal. 

Attached is the memorandum and the exposed amendment prepared by the SVO staff. Please direct any questions or responses to Charles Therriault and Marc Perlman of the SVO. 	
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