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Review of the Group Capital Calculation 

Consideration of the Insurance Holding Company System Structure 

As the lead state begins to review the annual Group Capital Calculation filing for a particular group, it’s important 
for the  lead state to do so with consideration of the existing knowledge of the organizational structure of the 
group, including changes in the structure from year to year, but more importantly the overall activities of each of 
the entities in the group which otherwise have the potential to transmit material risk to the insurers within the 
group. While  the GCC will provide additional quantitative  information on  the entities  in  the group;  the actual 
activities of the entities are also important  in determining the scope of application of the GCC. Specific to that 
point, the lead state is responsible for determining if any of the entities in the holding company structure should 
be excluded from the calculation. The filing includes a column for the group to propose what should be excluded 
as well as an additional column for the final determination made by the lead state. In general, the determination 
of scope of the application is suggested by the group but made in consultation and agreement with the lead state. 
This exercise should be undertaken in a manner that yields a clearly documented rationale for excluding entities 
or subgroups of the larger group. The Group Capital Calculation Instructions describes the basis for making this 
determination and the calculation itself is structured to facilitate this determination, with the inclusion in Schedule 
1  of  the  calculation  financial  data  of  all  entities within  the  holding  company.  Similar  to  exclusion  from  the 
calculation itself is data for cases in which subgroups of the larger group are completely excluded from the group, 
particularly with  regard  to  Schedule 1;  the  rationale  for  the exclusion(s)  should be provided  in  the GPS. The 
concept  is  that  this  Schedule  1  data  should  be  utilized  by  the  lead  state  in  conjunction with  their  existing 
knowledge of  the group and  its activities  (obtained  from  the Schedule Y, ORSA, Forms B/C, Form F,  the non‐
insurance grid, etc.), and therefore  likely material risks, to make this determination. To the extent the entities 
included in Schedule 1 differ from the analyst’s knowledge of the Group, further discussion and follow‐up should 
be done with the group.  

In the initial year(s) of a GCC filing, to help the analyst get comfortable with the Inventory and Schedule 1 process, 
consider the following: 

 Gather appropriate background information for your group(s) (e.g. Group Profile Summary, ORSA, RBC
Reports, Schedule Y) 

 Determine that all Schedule Y entities are listed in schedule 1 or  in the schedule BA  list in the other
information tab or that an entity’s omission is understood / explained 

 Evaluate requests for exclusion of non‐insurance/ non‐ financial entities w/o material risk to determine 
if you agree with exclusion. 

 Confirm that all insurers and financial entities are de‐stacked in the inventory tab. 

 Determine if grouping has been properly applied.

 Evaluate level of risk assigned by filer to financial entities w/o regulatory capital requirements.

 Test check that the numbers reported in Schedule 1 and Inventory Tab look reasonable,  especially for
the insurers.  A sample check should be sufficient. 

 Review the impact of the stress scenario (Stress Inputs and Stress Summary Tabs) and narrative (if
provided in Other information Tab) 

The holding company  structure and activities  should also be utilized by  the  lead  state  in determining how  to 
understand the GCC ratio. More specifically, information on structure can impact the flow of capital and resources 
among  entities within  the  holding  company  structure.  Therefore,  understanding  the  following  can  assist  in 
evaluating the flow of resources: 

 Domestic insurance operations 

 International insurance operations
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 Banking or other financial services operations subject to regulatory capital requirements 

 Financial and non‐financial operations not subject to regulatory capital requirements*

*The GCC instructions provide examples of financial versus non‐financial entities in this category. All financial
entities should be included in the scope of application of the GCC. However, there can be a broad array of
entities that could be considered financial. The lead‐state should document the rationale for cases in which it
concludes that a “financial” entity should be excluded. 

The GCC is intended to be used as an input into the GPS. The expectation is that the GCC summary section is used 
to document a high‐level summary of the analyst’s take away of the GCC, as well as the Strategic branded risk, 
since that is the area where capital measurement is reported. The manner in which the analyst determines what 
else should be documented beyond the GCC Summary and the Strategic branded risk should be based upon the 
following steps, since these steps contemplate the previously mentioned concept that the existing evaluation of 
the financial condition should be used in evaluating the depth of review of the GCC. From a high level, the following 
summarized the different steps that can be taken: 

 Procedure  Step 1  suggests  that  a  review of  the  components of  the GCC  (identified  in Procedures 2‐5)  is 
appropriate when either the GCC ratio is below a predefined suggested threshold of 150% (equivalent to an 
RBC of 300% since that is the same threshold used in the sensitivity analysis in the GCC Template, or the GCC 
ratio is trending materially downward.  

 When Procedure  Step 1  identifies  the need  to  look  further, Procedure Step 2  suggests  from a high  level 
determining the drivers of any decreases in the total available capital in the GCC. While there are numerous
benefits of the GCC over consolidated approaches, the ability to drill down on the drivers is one of the more 
significant and is consistent with the states approach to not just looking at capital, but to the drivers of capital
issues.

 When Procedure  Step 1  identifies  the need  to  look  further, Procedure Step 3  suggests  from a high  level 
determining the driver of any increases in operating leverage, which is typically what drives insurance capital 
requirements up, be it asset risk/leverage or writings leverage. Similar to drivers of capital decreases, the GCC 
has detailed information on financial figures and ratios that can be used to isolate the issues.

 When Procedure Steps 2 and 3 identify the need to understand better, Procedure Step 4 is similar in that it
too utilizes detailed information on capital allocation patterns that are necessary to understand if there are
negative trends in the GCC since these can become important if there are any issues that might require further
distribution of capital across the entities.

 When Procedure Steps 2, 3 and 4 identify the need to understand better, Procedure Steps 5: Depending upon
the analysis performed in previous Steps, similar to legal entity analysis, there is likely a need to determine
what steps the company is taking or plans to take to address the issues seen in the analysis of the GCC. The 
guidance provided in these procedures is not intended to be exhaustive, but rather should give the analyst a
starting point in better evaluating the various issues.

If the analyst determines after completing any of the above procedures (steps), that no further work is deemed 
necessary to  fully document  the material risks of  the group observable  from the GCC  (as well as the required 
information to be included in all GPS from the GCC), this should be documented by the analyst in any workpapers 
deemed appropriate by the state and include the general reason therefore. In making this determination, it should 
be reiterated these procedures are not  intended to be used  in a checklist manner and  judgement based upon 
existing information on the group obtained from the Form F, ORSA, or any other source is certainly part of that 
judgement decision.  
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Procedure Step 1‐Evaluate the Adequacy of Group Capital  

1. Determine  if  the  group  capital  position  presents  a  risk  to  the  group  and  its  insurance
subsidiaries based upon its recent trends and/or current measures in the GCC ratio.

Branded 
Risk 

Benchmark 

a. Is  the GCC <150%?    If “yes”, determine  the most  significant  risk 

factors causing the result.

ST  <150% 

b. Has  there been a decrease  in  the GCC  ratio over  last  two or 

more years? If “yes”, determine the cause(s) of the decline. 

ST  <‐10% 

c. Has there been a decrease  in the GCC Total Available Capital

from prior year? If “yes”, determine the cause(s) of the decline.

ST  <‐10% 

d. If the GCC <150%, has there been a change from prior year? If 

so, determine the cause(s) of the change. If the GCC was <150% 

in the prior years also, consider more carefully the causes.

ST  >10 pts or
<‐10 pts

e. Has there been a negative trend in the GCC ratio over the past five
years suggesting an overall pattern of declining capital? 

ST  N/A 

If the answer to any of the above questions is “yes”, the analyst should proceed with procedure step 2, evaluating 
decreases  in total available capital and/or procedure step 3, evaluating  increases  in  leverage to determine the 
cause(s) of the negative trends. 
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Procedures Step 2‐Understand Decreases in Total Available Capital  
2. Determine the source(s) of decreases in the GCC ratio or the GCC Total Available Capital

Unlike step 1, the intent of the step 2 (and 3) is to determine the actual source of the negative issues. However, 
unless obvious from the information obtained in step 2, the analyst should proceed to step 5, using understanding 
of items in Procedure Step 4, to understand more fully the actions being taken by the group to address the issues 
identified in step 2. However, in some cases, it’s possible that no further follow‐up with the group will be necessary 
and that the lead state should simply update the GPS to be certain the main understanding of the issues are known 
to all of the regulators utilizing the GPS. 

Branded Risk  Benchmark 

a. Review  the GCC  ratio  from  each of  the  reported  entities  and
compare to the same ratio from the prior year. Determine which
entities may have led to the negative trends.

<‐10% 

b. If  the change  in  the GCC  is not driven  from a  legal entity, and
instead the change in allowable debt, note as such.

ST  N/A 

c. Review the levels of profitability for each of the reported entities
in the GCC in the current and prior years (as reported in the GCC)
to  determine  if  there  are  particular  entities  showing  signs  of
decreasing profitability which may  lead  to  future decreases  in
the GCC ratio or total available capital.

OP, PR/UW  <‐10% 

d. For each of the reported entities showing either, 1) a meaningful
decrease  in  the GCC  due  to  a  decrease  in  the  total  available
capital, or 2) negative profitability  trends; request  information
that  identifies  the  issues  by  inquiring  from  the  legal  entity
regulator first or the group itself (e.g., non‐insurance company),
if applicable. 

OP, PR/UW, ST  N/A 

e. If due to pricing or underwriting issues, understand if the issues
are the result of known pricing policies that are currently being
modified  or  if  the  business  is  in  runoff,  recently  identified 
products where metrics  can quantify  the  issues whether  new 
product  lines,  or  geographic  or  other  concentrations, 
volume/growth  business  strain,  or  other  issues.  When
considering  pricing  that  is  being  modified,  include  those
products that the price is adjusted through crediting rates.

PR/UW  N/A 

f. If due  to  reserve  issues, understand  the  reserve development 
trends,  whether  reserve  and  pricing  adjustments  have  been 
made as well as changes  in business strategy apart from those 
products.

RV, ST  N/A 

g. If due to market risk issues—i.e., capital losses—understand not
only  why  the  lossesoccured,  but  the  likely  near‐term  future 
impact given current and likely prospective economic conditions. 
Market issues include not only changes in equity prices, but also 
impact/exposure to interest rates and other rates such as foreign 

MK, CR  N/A 
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currency exchange  rates or  rates on various hedging products 
used by the group.  

h. If  due  to  strategic  issues  such  as  planned  growth,  planned
decline in writings or changes in the investment strategy, utilize
the  business  plan  from  the  Form  F  to  better  understand  the
anticipated  changes  and  how  the  actual  changes  compare.
Understanding the variance from the business plan is important
in  assessing  the  ongoing  risk  either  in  projected  future
profitability or in some cases the investments. 

ST, PR/UW, OP  N/A 

i. If  due  to  negative  reputational  issues,  understand  the  issues
more closely, whether potential ongoing changes in stock prices
or  financial  strength  ratings  that may  further  impact market
perception, or what the group is doing to address the potential
future  impact  be  it  sales  projections  or  access  to  the  capital
markets.

RP  N/A 

j. If  due  to  credit  losses,  understand  the  current  and  future
concentration  in credit  risks, be  it  investments,  reinsurance or
other source of credit losses.

CR, MK  N/A 

k. If due to operational issues, such as extremely large catastrophe
events,  IT or cybersecurity events or relationships, understand
the current and prospective impact. 

OP, ST  N/A 

l. If  due  to  legal  losses,  understand  the  underlying  issues  and
degree of potential future legal losses. 

LG  N/A 

m. If  due  to  non‐insurance  reported  entities  in  the  group,
understand the relationship of the non‐insurance operations to
the insurance entities and the potential impact to the insurance 
operations  (i.e.  intercompany  agreements,  services,  capital 
needs, etc.). 

ST, OP  N/A 

Procedure Step 3‐Understand Increases in Operating Leverage  

3. Determine the source(s) of any decreases in the GCC ratio due to increases in leverage

Like step 2, the intent of the step 3 is to determine the actual source of the negative issues. The difference between 
step 3 and step 2 is simply the types of issues. Step 2 is focused on issues that have resulted in negative capital 
trends. Step 3; however, is focused on the issues that impact the risk being measured in the GCC. In most cases 
that risk is either from the asset side or from the liability side where in both cases there has been an increase in 
such risk that has not been offset by a corresponding or equal increase in capital. In general, this is referred to as 
operating leverage, where this risk can manifest itself either through increased writings or exposure (e.g., the ratio 
of premiums to capital or liabilities to capital), or through increased assets that also carry risk. The expectation is 
that other regulated entities also have capital requirements that increase as these different types of risks increase, 
similar to how the NAIC RBC considers different types of products and assets that carry more risk.  
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Branded Risk  Benchmark 

a. Review  the GCC  ratio  from each of  the  reported entities and
compare to the same ratio from the prior year. Determine which
entities  may  have  led  to  the  negative  trends  based  upon
corresponding increases in leverage.

MK, CR, RV, ST, 
OP, RP 

<‐10% 

b. Review the levels of operating leverage for each of the reported
entities  in  the GCC as well as  the  same  for  the prior years as
reported in the GCC to determine if there are particular entities
showing signs of increasing operating leverage which may lead
to future decreases in the GCC ratio or total available capital.

MK, CR, RV, ST, 
OP, RP 

<‐10% 

c. For each of the reported entities showing a meaningful decrease
in  the GCC due  to  an  increase  in operating  leverage,  request
information that identifies the issues by inquiring first from the
legal  entity  regulator  or  the  group  itself  (e.g.,  non‐insurance
company), if applicable. 

MK, CR, RV, ST, 
OP, RP 

N/A 

d. If operating leverage has increased, consider if growth may have
resulted from underpriced products or a change in underwriting.
Specifically  inquire  to  determine  if  pricing  was  reduced  to
increase sales, or whether the growth is in new product lines or
new geographic focus where the group may not have expertise.
When  considering  pricing  being  modified,  include  those
products that the price is adjusted through crediting rates.

PR/UW, OP, ST  N/A 

e. If operating leverage has increased, consider if reserving risk has
also  increased,  through potential underpricing  that ultimately
manifests  itself  into  reserve  adjustments.  To  do  so,  obtain
current profitability information on the products leading to the
increased leverage.

RV  N/A 

f. If operating leverage has increased, obtain current information
on  the  asset mix  to  be  certain  that  there  is  a  corresponding
decrease  in  riskier  assets  to  mitigate  the  otherwise  likely
increase in market and credit risk.

CR, MK  N/A 

Unless obvious from the information obtained in step 3, the analyst should proceed to step 5, using understanding 
of items in Procedure Step 4, to understand more fully the actions being taken by the group to address the issues 
identified  in  step  3. However,  in  some  cases,  it’s  possible  that  no  further  follow  up with  the  group will  be 
necessary, and that the lead state should simply update the GPS to be certain the main understanding of the issues 
are known to all of the regulators utilizing the GPS.  

Procedure Step 4‐Understand the Capital Allocation Patterns  
4. Determine the capital allocation patterns to determine if some entities may put pressure on other

legal entities. 

Steps 2 and 3 are critical in understanding the issues faced by the group and in identifying the source of negative 
trends; and while additional follow up with the group  is expected, before proceeding to Step 5, the  lead state 
should understand the historical capital allocation patterns or the likely future needed capital allocation patterns. 
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The GCC includes data on historical capital allocation patterns (e.g., contributed capital received/paid or dividends 
received/paid), which help to  illustrate which entities need capital and which entities have capital that can be 
provided. While these patterns do not necessarily repeat themselves from one period to the next, there is often 
consistency in terms of entities that need capital or have excess capital, which may or may not be driven by losses, 
but rather a change in strategy (e.g., increased writings at one company over another). These trends can also assist 
in discussions with the group on where capital may come from as a result of a future unexpected material event. 
Where similar information is also disclosed in Form F, the detail in the GCC may confirm what is already known in 
this area and in some cases may provide greater detail.  

Branded Risk  Benchmark 

a. Review  the  data  from  the  GCC  to  determine  the  historical 
capital allocation patterns within the group and summarize the 
result of this analysis.

ST  N/A 

b. Using this data, as well as any recent information on net losses, 
or likely expected funding, determine if it’s possible any of the 
insurance companies will be  required  to  fund  future possible 
losses from other entities in the group and potentially become 
troubled themselves, regardless of the current capital in excess 
of RBC requirements. 

OP, ST  N/A 

Procedure Step 5‐Consider the Need for Company Discussions for Reductions in Risk  

5. Determine the group’s plans for addressing source(s) of any meaningful decreases in the GCC ratio or

total available capital. Please note,  in some cases, the plan may be as simple as actions designed to

reverse a single negative trend. 

Steps 5 is designed to assist a review of the insurance company’s plans for addressing any meaningful decreases 
in the GCC ratio or total available capital. The specific plans of the group may or may not fully address all the issues 
but  ultimately what  is most  important  is  that  such  information  and  the  regulators  plan  for  evaluating  and 
monitoring the situation is known to the other regulators. There is a multitude of possibilities and this guidance is 
not intended to address all of those, including the fact that in some cases some regulators may choose to put their 
legal entity into some type of supervision, conservation or some other form of receivership. Similar to other areas, 
where similar information is also disclosed in Form F, further information may already be known in this area.  
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Branded Risk  Benchmark 

a. Obtain a copy of the group’s most recent business plan and 
compare  it  to  the  prior  year  plan  for  variances.    (see 
Additional  Procedures  below  for  additional  follow‐up 
analysis) 

ST  N/A 

b. Request  information from  the group on how  it  intends to 
address  the  issues or trends  identified  in Steps 1‐3. More 
specifically, determine how the group intends to decrease 
risk, and by what means.

ST  N/A 

c. Based  on  information  received  in  5.b.,  determine  the
group’s capacity to reduce risks or raise additional capital. 

ST  N/A 

d. Where  the  remaining  capital  is  adequate,  document  the
findings  into  the  GPS  (or  another  document)  and make
available to the supervisory college and or domestic states 
with  the  presumption  no  further  action  is  deemed 
necessary.

ST  N/A 

e. Consider whether the collective  information suggests that 
any of the U.S. legal entity regulators should  deem the legal
entity to be in a “Hazardous Financial Condition” and takes 
appropriate  action  to  address  based  upon  the  facts  and 
circumstances and the provisions of the state’s law (similar
to NAIC Model 385). 

N/A  N/A 

f. Where  appropriate,  consider  holding  a  meeting  of  the
supervisory  college  or  of  all  the  domestic  states  to  fully
understand the group’s plans. Where appropriate, require
the group to present its plans to the supervisory college or 
all the domestic states. 

N/A  N/A 

g. Where appropriate, determine if the plans proposed by the
group are inadequate to any of the legal entity regulators, 
and more  specifically  if any are  considering  taking action 
over their applicable legal entity. If this  is the case, hold a 
meeting of  the  supervisory  college or of all  the domestic 
states to provide this information.

N/A  N/A 

h. Where appropriate, consider holding a broader meeting of 
all  impacted  jurisdictions  in  which  the  group  is  selling 
insurance. Where appropriate, require the group to present 
its  plans  to  all  such  regulators  and  for  the  regulators  to 
announce their plans.

N/A  N/A 
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Purpose of the Group Capital Calculation (GCC) in Holding Company Analysis 

The  following  information  is  intended  to  provide  background  and  context  of  the  issues/considerations  for 
analysts when utilizing the NAIC Group Capital Calculation (GCC) for an insurance holding company (hereafter 
referred to as “group”) completing the GCC where required. The GCC is a “tool” to quantitatively understand 
the group’s capital and the mathematically calculated risks within. The GCC framework is built on the RBC model; 
however, while the RBC has triggers with states’ laws to make formal actions as a capital requirement, the GCC 
is not designed as a regulatory tool in that manner. 

Background Information 

Beginning in 2008, the NAIC Solvency Modernization Initiative (SMI) began to consider whether there were any 
lessons  learned  from the  financial crisis  that would cause the solvency  framework to be modified. The NAIC 
determined  that  changes  should  be made  in  the  area  of  group  supervision,  starting with  the  new  annual 
requirement  for  the Lead State of each group operating  in  the U.S.  to complete a written holding company 
analysis. Since that time, other changes to state laws have been made to further enhance group supervision (e.g. 
Form  F, ORSA,  and Corporate Governance  reporting). All of  these new  tools  are  inputs  into  the previously 
mentioned holding company analysis, which is now summarized into a consistent tool used by all states in what 
is known as the Group Profile Summary (GPS).  

Benefits of the GCC & Methods for Achieving 

The Group Capital Calculation Instructions describes the background, intent, and calculation for the GCC in detail. 
As  stated  in  the  Group  Capital  Calculation  Instructions,  the  GCC  and  related  reporting  provides  more 
transparency of an insurance group’s structure and related risks to insurance regulators and makes those risks 
more identifiable and more easily quantified. In this regard, this tool is intended to assist regulators in holistically 
understanding the financial condition of non‐insurance entities, how capital is distributed across an entire group, 
and whether and to what degree insurance companies’ capital may be put at risk from the operations of non‐
insurance entities, potentially undermining the insurance company’s financial condition and/or placing upward 
pressure on premiums to the detriment of insurance policyholders. An analyst is not asked to understand any 
non‐insurance  industries  represented within  the group, but  to understand  through  this calculation  if a non‐
regulated entity could place pressure on or provide relief to a regulated entity. 

The manner in which the GCC achieves some of these benefits varies. For example, with regard to understanding 
how capital is distributed across an entire group can be seen in two ways, both by viewing the Tab titled “Input 
4‐Analytics” as follows: 1) the display of the “Ratio of Actual to Required Capital”; 2) display of “Required Capital” 
in a separate column. The degree of subsidization can also be seen in the “Input 4‐Analytics” tab, with the display 
of the columns as follows: 1) Capital Contributions Received/(Paid); 2) Net Income. While certainly one year of 
information can show this exists, most of this benefit will not be seen until after further years of the GCC are 
reported within the template. Once five years of data are displayed in this “Input 4‐Analytics” tab, it will allow 
the analyst to better understand the financial condition of the group as a whole as well as the non‐insurance 
entities. Of  course,  such  conclusions  can only be made once  the analyst  can both  see  such data as well as 
understand from the group what is occurring that is leading to such figures.  

This  calculation provides  an  additional early warning  signal  to  regulators  so  they  can begin working with  a 
company to resolve any concerns in a manner that will ensure that policyholders will be protected. This early 
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warning signal can be seen with the trending of the financial information in the “Input 4‐Analytics” tab as well 
as through the application of sensitivity analysis in the Input 5 Tab and inclusion of other relevant information 
in the Input 6 Tab . However, the analyst should also understand that other “qualitative tools” such as the Form 
F, are capable of also providing early warning signals if properly reported by the group. In addition, since most 
holding company systems may have a  larger percentage of  their operations  in the  insurance businesses, the 
insurance trends for the U.S. insurers in the group should already be known and made available to the lead‐state 
by the legal entity regulator. However, in the context of added policyholder protection, this largely comes into 
play with respect to the added quantitative data on non‐insurers.  

The GCC is an additional reporting requirement but with important confidentiality protections built into the legal 
authority to require such reporting. State insurance regulators already have broad authority to take action when 
an insurer is financially distressed, and the GCC is designed to provide regulators with further insights to allow 
them to make informed decisions on both the need for action, and the type of action to take. While the new 
information from the GCC may offer new insights, its equally important to understand that it will be up to the 
analyst to work with the insurance group to actually understand what is leading to the figures reported in the 
GCC, and  from  that perspective, especially  in the early years of  the GCC,  it will require  learning by both  the 
analyst  and  the  group  to  really be  able  to  utilize  the GCC  in  a manner  as  suggested  in  these  introductory 
paragraphs.  

Other Considerations When Considering Such Benefits 

Recent  events  and  economic  conditions  (i.e.,  pandemic,  recession,  etc.)  can  create  stresses  on  a  group, 
reinforcing the value of the quantitative data included in the GCC. Some stresses are similar to those experienced 
during the financial crisis and others are more unique. However, because the GCC is based upon a methodology 
that gets its inputs from individual legal entities, the capital calculated for each legal entity certainly can only 
capture  the  allowed  capital  resources  of  the  legal  entities  in  the  group. While  such  an  aggregation‐based 
methodology  is an appropriate group‐level capital measure, until experience  is gained with the GCC,  it  is not 
known as to how the GCC will behave in response to business cycles and various risk events, given in part because 
it  only  recognizes  limited diversification  benefits  among  entities  in  the  group  except  for  the diversification 
embedded in existing entity specific regulatory capital requirements. And while the GCC is not meant to be used 
in a way that compares groups to each other, it’s also true that it’s unknown how it will behave across groups, 
peers and even sectors. This is true both because of its limited diversification benefit, the differences between 
group  types  (mutual  v.  stock  holding  company),  grouping of  entities,  and  scope  of  entities  included  in  the 
calculation. But also because application of jurisdictional accounting principles and use of scalars could have an 
impact on this as well via the foreign insurer profile of the group. The quantitative data collected in the GCC will 
evolve  as  state  insurance  regulators  and  insurance  groups  increase  their  understanding  of  the  impact  on 
available capital and calculated capital.  

The following guidance on the GCC is intended to be utilized in a manner that allows the GCC to enhance group‐
wide financial analysis and to be used as an additional input into the GPS. The GCC provides the quantification 
of  risk within  the group and when combined with  the  information  from  the ORSA on  the amount of capital 
needed to run the company’s current business model, puts the regulator in a much better position to understand 
the available capital and calculated capital within a group, as well as the financial condition of the group. Both 
are complimentary tools  to each other, with  the ORSA providing management’s  internal approach  to capital 
management, and beneficial in understanding the economics of the group, the GCC provides a standard model 
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that can better enable the analyst to understand where the entire group stands with respect to existing legal 
entity requirements as well as broad measures of risk for non‐insurers.  

Utilization of the Group Capital Calculation in the Lead State’s Responsibilities 

The lead state is responsible for completing the holding company analysis and documenting a summary of that 
analysis in the GPS. The depth and frequency of the holding company analysis will depend on the characteristics 
(i.e., sophistication, complexity, financial strength) of the insurance holding company (group) system (or parts 
thereof),  and  the  existing  or  potential  issues  and  problems  found  during  review  of  the  insurance  holding 
company filings.  

The analysis of the GCC will be used in a similar fashion under this guidance since it provides the depth of the 
review in the “five‐step process” that will vary by group and situations. For example, in some groups, very little 
if any work (inquiries of the group) will be done after the first step due to a generally strong GCC figure and 
generally positive trends of the ratio over time; while in other groups, the analyst may need to proceed through 
each of the five steps. Exactly how the analyst proceeds through the guidance will be dictated by a multitude of 
factors and requires judgement.    

GCC Construction That Also Impact its Utilization and Review 

Some decision points may be addressed prior to the submission of a GCC template.  These include: the scope of 
application  (e.g.  whether  segments  of  the  holding  company  system  should  be  excluded  for  financial 
conglomerates); whether a limited filing will be allowed (as permitted in Model Law #440 and Model Regulation 
#450); and whether subgroup reporting (as defined in the GCC instructions) of a foreign insurance group will be 
required. In general, the analytics provided by the GCC will be similar for all entities included in the template.  
See the end of this section (Primer on the Group Capital Calculation Formula) to better understand these points.   
These  facts  are  also  a  consideration  in  determining  the  depth  of  the  analysis  of  the GCC  and  subsequent 
correspondence with the group. Refer to chapter VI.B. Roles and Responsibilities of Group‐wide Supervisor/Lead 
State for details on responsibilities for completing the GPS. 

The utilization of the GCC can be summarized as an additional input into the GPS. More specifically, once the 
analyst completes their review of the GCC –   the overall ratio, the trend of the ratio – a summary should be 
incorporated into the GPS to help support the assessment of strategic risk.  

Documentation of Review of the GCC in the Group Profile Summary (GPS) 

The purpose of procedures is to document the GCC into the GPS. The following provides an example of a GCC 
Summary that represents the minimum expected input of the GCC into the GPS, with additional information also 
reported within the Strategic branded risk classification. The other purpose of  this section  is  to determine  if 
more follow‐up should be performed and, if so, to assess the results of that additional review. The following is 
intended to assist in understanding summary documentation of the GCC to be included in the GPS.   
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Group Capital Calculation (GCC) Summary 

Summarize your assessment of the GCC both quantitatively and qualitatively, including any such items as may 
not be applicable to a branded risk category. For example, it may be appropriate to indicate “The review of the 
group’s GCC  indicated  the  scope of  the application  is  consistent with  the  lead  state’s determination”  and  if 
possible to summarize succinctly, the general scope of  the GCC. For example, “the GCC  includes all U.S. and 
Bermuda operations, but excludes ABC non‐insurance operations in South American countries”. It may also be 
appropriate to identify key drivers of risks for the group within the GCC that are discussed later in the branded 
risk categories, as those risks may be related to and supplement existing risk assessments derived from holding 
company analysis or they may be new risks that warrant further review. “The group’s GCC of 201% in the current 
year was  impacted  by  a  decline  in  Total  Available  Capital  of  $X which  is  related  to  group’s  non‐insurance 
operations in Bermuda and as well as the negative impact of market risks in the U.S. insurance legal entity ratio 
components, which based on further analysis has resulted from the recent financial market volatility”.  

Branded Risk Assessment 

 Strategic: The group’s Group Capital Calculation is assessed as low and stable, and is a positive consideration in 
the overall assessment of strategic risk.  The GCC has generally been reasonable and consistent over the past five 
years as illustrated in the following table. Additionally, refer to the GCC Summary for further details.  

CY      PY     PY1      PY2    PY3  

GCC Ratio        201%    207%     163%    202%      197% 

GCC Summary and Strategic Branded Risk Documentation:  
The above  information documented  in a summary section of  the GPS and  into  the Strategic branded  risk  is 
expected to be the primary type of  information that  is always documented  into the GPS since the GCC does 
provide a capital measurement of the group and, consistent with the branded risk categories, should be reported 
in the strategic risk section. Similar to how RBC for individual insurance company is helpful in allowing the analyst 
to better evaluate other potential issues given capital represents a relative measure of cushion for adverse risks, 
the GCC and inclusion herein helps regulators to understand the same, relative to a group. While the GCC is not 
a  capital  requirement, with  specified  ladders of  intervention, each of  the  insurance  legal entity  figures  are 
relative  to  individual company  requirements, and  therefore  the GCC can provide a relative measure of  risks 
against such minimum capital levels of the insurers.  

Other Branded Risk Documentation: 
To the extent the ratio was trending negatively, or available capital was decreasing, the analyst may choose to 
include more information in the strategic section of the GPS that summarizes any key drivers of such if they did 
not fall into one of the branded risk categories. Those drivers of the change would likely be documented in other 
specific  branded  risk  categories,  for  example  Pricing/Underwriting  if  driven  by  group‐wide weak  insurance 
underwriting, or Reserving if the group‐wide drivers were reserve deficiencies, etc. References to other branded 
risk categories may also be appropriate. However, practically speaking, this may not always occur or be possible 
for  the  analyst  to  pinpoint  given  the multitude  of  risks within  any  insurers  regulatory  capital  requirement 
formulas. This guidance is simply meant to suggest that if the GCC does in fact appear to show particular trends 
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that are noteworthy on specific risks such as the underwriting branded risk, further documentation  into that 
(applicable) branded risk may be appropriate. 

A determination  for when documentation of  risks  from  the GCC  into other branded  risk  categories may be 
appropriate is driven by both the question of whether any of the thresholds in Procedures 1a‐1e were met, and 
the  information  obtained  from  the  rest  of  the  GCC  information  as  described  in  Procedures  2‐4.  The  GCC 
Summary  is  intended  to be high‐level,  therefore other more detailed observations  from  reviewing  the GCC 
should generally not be documented  into  the GPS unless  they are specifically  insightful, add  to a high‐level 
understanding of the group’s financial condition, as shown in the example above, or are specific to a branded 
risk category as stated.  

Other Considerations: 
In addition to the broad guidance provided herein on the documentation of the GCC into the GPS, the analyst 
should also understand the following more general points that could impact the GCC result for a particular group. 
Judgement is required when considering these points: 

 If the group has a significant amount of business in legal entities that are domiciled in jurisdictions whose

capital  regime  is  based  on market‐based  valuations,  the  GCC  will  inherently  be more  volatile  (as

compared to a pure U.S.‐based group for which RBC and statutory valuations are the norm). 

 Similarly, a group may have  legal entities that are solely based  in  jurisdictions that utilize a standard

model for capital requirements or have entities  in  jurisdictions where the use of  internal models has

been approved. All else being equal, the manner in which capital measures quantify requirements and

behave over time will differ to some extent between the two. Also, a change from a standard method

to one based on internal models for a key subsidiary will likely produce a noticeable change in the GCC

that is not reflective of changes in the entity’s underlying business. 

 The GCC provides a means for analysts to  identify non‐insurance operations outside of the  insurance

group and to determine the extent of risk they may pose to the insurers within the group. However, in 

doing so, analysts should understand that findings from review of Forms B, D and F might be equally 

valuable in these situations.

 When  understanding  capital  requirements  for  non‐insurer  financial  entities  that  are  not  subject  to 

regulatory  capital  requirements,  consideration  should be given  to  the appropriateness of  the GCC’s 

capital charge for a specific entity’s financial operations (e.g. an entity conducting large volume or size 

of complex transactions but with little net revenue or equity). 

 When evaluating capital requirements for non‐insurer / non‐financial entities consideration should be

given to the appropriateness of the level of risk assigned to specific entities. 

Detailed Observation Documentation:  
More detailed observations shall be documented separately from the GPS and  in a form not dictated by this 
handbook.  As in all holding company analysis, the level of documentation is determined by the state insurance 
department and is dependent on the characteristics and complexity of the group and its risks. These detailed 
observations generally need to only note observations that are  indicative of drivers of trends and/or actions 
being taken by the group to mitigate risks. In some cases, these points can be easily summarized into the GPS, 
in other  cases  they are  too detailed and  should be documented  instead within  the  separate document not 
dictated  in form by this handbook. The analysts are not expected, nor should  they spend time documenting 
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subtle changes within either the GCC or individual company movements that either do not create a trend at the 
group  level  or  identify  a  growing  weakness  in  the  group.  However,  judgment  is  required  to  make  this 
determination. For example, a 10% decrease  in an RBC ratio of one of the smaller  insurers within the group 
generally would not be documented, although a 10% decrease in an RBC ratio in one of the larger insurers in the 
group that causes, or jointly with other insurers, causes a 10% decrease in the GCC should be noted. However, 
it should be understood also that this 10% threshold is not intended to be a used as a “bright‐line”, and in fact 
it’s possible the 10% is not necessarily indicative of any negative trends at all. This could be the case when, for 
example, there was a change in the regulatory capital requirement. Therefore, again, judgement is required in 
making these determinations and this, as well as other thresholds used in this guidance, are not meant to be 
bright‐lines. As the GCC is used more, both by the individual analyst, as well as all of the states, using judgement 
around these threshold are expected to become easier.   

Specific Procedures for Completing Review and Understanding of the GCC  

It should be understood that if the analyst determines after completing any of the above procedures (steps), 
that no further work is deemed necessary to fully document the material risks of the group observable from the 
GCC (as well as the required information to be included in all GPS from the GCC), this should be documented by 
the analyst in any workpapers deemed appropriate by the state and the general reasons therefore. In making 
this determination, it should be reiterated these procedures are not intended to be used in a checklist manner 
and judgement based upon existing  information on the group obtained from the Form F, ORSA, or any other 
source is certainly part of that judgement decision.  

Procedures Step 1a‐1e 
The purpose of procedures 1a‐1e is to assess the GCC level, and to identify the drivers of any changes in the GCC, 
in order to summarize and to document that overall assessment in the GPS and its strategic risk category, which 
is the minimum expected  input of the GCC into the GPS. However, the analyst should understand that  in the 
early years of the GCC, limited amount of prior year(s) comparative data will be available, therefore requiring 
more judgement in determining if or where further analysis is warranted. Such judgement may need to be based 
upon  various  factors,  including but not  limited  to other  known  information  regarding  the  applicable  group 
obtained from other sources (e.g. ORSA, Form F, Form B, etc).  

Procedure 1 is also intended to help the analyst determine if more follow‐up review work should be performed. 
However,  if  the  answer  to  any of  the questions  in 1a‐1e  is  “yes”,  the  analyst  should proceed with  step  2, 
understanding  decreases  in  total  available  capital  and/or  step  3,  understanding  increases  in  leverage  to 
determine the cause(s) of the negative trends. In the example provided above, the ratio is above 150%, which 
suggests further review may not be necessary. In addition, the trends are positive with no decreases in the base 
ratio  and  the only  year below  the 150% benchmark being  in PY1 where presumably  the  analyst may have 
performed some level of inquiry to the holding company to understand the driver of the drop. Even then, the 
drop was below the Handbook’s predefined threshold of 10% and may not have been necessary.  

Procedures Step 2a‐2m 
Unlike step 1, the intent of the step 2 (and 3) is to determine the actual source of the negative issues and where 
to document them in the GPS. Procedure 2a is specifically focused on identifying the category of legal entities 
(and subsequently the individual legal entities) that might be driving the issues by looking at the ratio of actual‐ 
to‐required capital for the legal entity insurers over the available years reported. The following sample of a table 
from the GCC calculation completed by the group from the data in Schedule 1 can be helpful in determining the 
source of the issues. 

Commented [DB3]: Similar to comment in the other document, 
need to specify if this is 10 points or 10% of the percentage amount. 
And if “10” is the appropriate level 

Deleted: Analysis 

Deleted: analysis 

Deleted: evaluating 

Deleted: evaluating 

14



Financial Analysis Handbook 
2022 Annual / 2023 Quarterly

VI.H. Group‐Wide Supervision – Group Capital Calculation (Lead State) 

7 

Insurance Capital Table  Ratio of Actual to Required Capital 

Template Groupings 
2024  2023  2022  2021  2020 

[1]  [2]  [3]  [4]  [5] 

RBC Filing U.S. Insurer 
(P&C) 

[1]  XXXX  XXXX  XXXX 

RBC Filing U.S. Insurer 
(Life) 

[2]  XXXX  XXXX  XXXX 

RBC Filing U.S. Insurer 
(Health) 

[3]  XXXX  XXXX  XXXX 

RBC Filing U.S. Insurer 
(Captive) 

[4]  XXXX  XXXX  XXXX 

Non‐RBC filing US. Insurer   [5]  XXXX  XXXX  XXXX 

Canada ‐ Life  [6]  XXXX  XXXX  XXXX 

Canadian ‐ P&C  [7]  XXXX  XXXX  XXXX 

Bermuda ‐ Other  [8]  XXXX  XXXX  XXXX 

Bermuda ‐ Commercial 
Insurers 

[9]  XXXX  XXXX  XXXX 

Japan ‐ Life  [10]  XXXX  XXXX  XXXX 

Japan ‐ Non‐Life  [11]  XXXX  XXXX  XXXX 

Solvency II ‐ Life  [12]  XXXX  XXXX  XXXX 

Solvency II ‐‐ Composite  [13]  XXXX  XXXX  XXXX 

Solvency II ‐ Non‐Life  [14]  XXXX  XXXX  XXXX 

Australia ‐ All  [15]  XXXX  XXXX  XXXX 

Switzerland ‐ Life  [16]  XXXX  XXXX  XXXX 

Switzerland ‐ Non‐Life  [17]  XXXX  XXXX  XXXX 

Procedure 2b recognizes that the GCC does allow some debt to be included  in capital up to a predetermined 
limit and can drive the overall GCC ratio. The following sample table taken from the GCC calculation using the 
data in Schedule 1 can be helpful in making this determination.  Cases where debt is issued to address risk driven 
reductions in the GCC ratio, may not offset those reductions. This data metric may not be available in the case 
of a “limited filing”. 

Debt/Equity Table   Debt/Equity ($) 

Template 
Groupings 

2024  2023  2022  2021  2020 

[1]  [2]  [3]  [4]  [5] 

Total  [8]  XXXX  XXXX  XXXX  0  0 

Procedure 2c recognizes that profitability is generally one of the biggest drivers of changes in capital and utilizing 
the following table from the GCC can assist in identifying if there are entities reporting net losses that may be 
driving the decreases  in capital. The following table taken from the GCC using the data  in Schedule 1 can be 
helpful in determining the source of the issues.  

Income & Leverage Table   Net Income ($)  Return on Capital 

Template Groupings 
2024  2023  2022  2021  2020  2024  2023  2022  2021  2020 

[1]  [2]  [3]  [4]  [5]  [1]  [2]  [3]  [4]  [5] 

US Ins  [1]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 
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Non‐US Ins  [2]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Non‐Financial Entities  [3]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Bank  [4]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Asset Manager  [5]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Other Financial 
w/Capital Requirement 

[6]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Financial Entities w/o 
Capital Requirements 

[7] 

Total  [8]  XXXX  XXXX  XXXX  0  0  XXXX  XXXX  XXXX 

If the source of  the  issues  is the  insurers, the  following sample  from a table  from  the GCC using the data  in 
Schedule 1 can be helpful in determining the source of the issues among the insurers.  

Core Insurance Table 1  Net Income ($)  Return on Capital 

Template Groupings 
2024  2023  2022  2021  2020  2024  2023  2022  2021  2020 

[1]  [2]  [3]  [4]  [5]  [1]  [2]  [3]  [4]  [5] 

RBC Filing U.S. 
Insurer (P&C) 

[1]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

RBC Filing U.S. 
Insurer (Life) 

[2]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

RBC Filing U.S. 
Insurer (Health) 

[3]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

RBC Filing U.S. 
Insurer (Captive) 

[4]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Non‐RBC filing US. 
Insurer  

[5]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Canada ‐ Life  [6]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Canadian ‐ P&C  [7]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Bermuda ‐ Other  [8]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Bermuda ‐ 
Commercial 
Insurers 

[9]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Japan ‐ Life  [10]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Japan ‐ Non‐Life  [11]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Solvency II ‐ Life  [12]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Solvency II ‐‐ 
Composite 

[13]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Solvency II ‐ Non‐
Life 

[14]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Australia ‐ All  [15]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Switzerland ‐ Life  [16]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Switzerland ‐ Non‐
Life 

[17]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Procedure 2d is focused on requesting more specific information from the legal entity regulator or the group to 
better identify the source of the issue(s). Procedures 2e‐2l simply contemplates that if the source of the issues 
can be identified into one of the branded risk categories, to document as such in the detailed workpapers and 
into  that  the appropriate category of  the GPS. However,  it’s  recognized  that  the source of  issues may be  in 
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multiple  branded  risk  categories,  in  which  case,  documentation  of  each  of  the  sources  into  the  detailed 
workpapers is still appropriate. However, documentation into one of the single branded risk classifications of 
the GPS  is only appropriate  if  that risk category  is a material driver of  the negative  trends. Procedure 2m  is 
intended to identify if the source of the issues is related to non‐insurance operations. The GCC is intended to 
provide for more consistent analysis of risks to the insurer that may originate from non‐insurance entities within 
the holding company system.  

Procedures Step 3a‐3f 
Procedure 3a is specifically focused on identifying the category of legal entities (and subsequently the individual 
legal entities) that might be driving the issues by looking at the leverage ratios. The following sample of a table 
from the GCC calculation using the data in Schedule 1 can be helpful in determining the source of the issues. 

Insurance Leverage Table  Net Premium Written ($)  Liabilities ($)/Capital & Surplus 

Template Groupings 
2024  2023  2022  2021  2020  2024  2023  2022  2021  2020 

[1]  [2]  [3]  [4]  [5]  [1]  [2]  [3]  [4]  [5] 

RBC Filing U.S. 
Insurer (P&C) 

[1]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

RBC Filing U.S. 
Insurer (Life) 

[2]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

RBC Filing U.S. 
Insurer (Health) 

[3]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

RBC Filing U.S. 
Insurer (Captive) 

[4]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Non‐RBC filing US. 
Insurer  

[5]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Canada ‐ Life  [6]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Canadian ‐ P&C  [7]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Bermuda ‐ Other  [8]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Bermuda ‐ 
Commercial 
Insurers 

[9]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Japan ‐ Life  [10]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Japan ‐ Non‐Life  [11]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Solvency II ‐ Life  [12]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Solvency II ‐‐ 
Composite 

[13]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Solvency II ‐ Non‐
Life 

[14]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Australia ‐ All  [15]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Switzerland ‐ Life  [16]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Switzerland ‐ Non‐
Life 

[17]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Hong Kong ‐ Life  [18]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Hong Kong ‐ Non‐
Life 

[19]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Singapore ‐ All  [20]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Chinese Taipei ‐ All  [21]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

South Africa ‐ Life  [22]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 
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South Africa ‐ 
Composite 

[23]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

South Africa ‐ Non‐
Life 

[24]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Mexico  [25]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

China  [26]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

South Korea  [27]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Malaysia  [28]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Chile  [29]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Brazil  [30]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

India  [31]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Other Regime  [32]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

TOTAL  [33]  XXXX  XXXX  XXXX  XXXX  XXXX  XXXX 

Procedure 3b is more forward looking by suggesting the analyst look at the same leverage ratios used in 3a to 
determine  if  the  trends might continue and  lead  to  further decreases  in  the GCC  ratio. Procedure 3c simply 
requests the analyst use the leverage information to target questions to the group to better identify the drivers. 
Procedure 3d‐3f are all questions designed to help the analyst consider whether the changes  in  leverage will 
lead  to greater underwriting risk, reserving risk, or market and credit risk. Procedures 3d‐3f provide general 
inquiries for additional information for the analyst, however, these inquiries may also  appropriately provide a 
basis for the analyst to enter conversations with the group on the same topics to understand how the group 
views these topics and how the group is managing and monitoring these risks. For groups filing an ORSA, see 
also documentation within the ORSA report for additional information on the  identified risks and the group’s 
monitoring of risks, as well as consistency of the discussion with management and managements observations 
in the ORSA Summary report.  

Procedures  Step  4a‐4b.  Procedure  4a  is  intended  to  help  the  lead  state  understand  the  historical  capital 
allocation patterns or the likely future needed capital allocation patterns by simply documenting in the detail 
analysis workpapers. This includes, for example, noting that there is consistency in the entities generating net 
income and distributing it further through the group, and in some cases may require distribution through other 
insurers, which in the US often requires approval if considered extraordinary. Procedure 4a is intended to utilize 
that knowledge, along with other planned actions of the group, to understand whether problems with repaying 
debt or other obligations in the group could occur. The intent is to be in a better position for discussions with 
the group on where capital may come to support future expected activity or future unexpected material events. 
The following sample of tables from the GCC calculation using data in Schedule 1 can be helpful in determining 
the source of the issues. 

Insurance Capital Table  Capital Contributions $ Received/(Paid) 

Template Groupings 
2024  2023  2022  2021  2020 

[1]  [2]  [3]  [4]  [5] 

RBC Filing U.S. Insurer (P&C)  [1]  XXXX  XXXX  XXXX 

RBC Filing U.S. Insurer (Life)  [2]  XXXX  XXXX  XXXX 

RBC Filing U.S. Insurer (Health)  [3]  XXXX  XXXX  XXXX 

RBC Filing U.S. Insurer (Captive)  [4]  XXXX  XXXX  XXXX 

Non‐RBC filing US. Insurer   [5]  XXXX  XXXX  XXXX 

Canada ‐ Life  [6]  XXXX  XXXX  XXXX 

Canadian ‐ P&C  [7]  XXXX  XXXX  XXXX 
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Bermuda ‐ Other  [8]  XXXX  XXXX  XXXX 

Bermuda ‐ Commercial Insurers  [9]  XXXX  XXXX  XXXX 

Japan ‐ Life  [10]  XXXX  XXXX  XXXX 

Japan ‐ Non‐Life  [11]  XXXX  XXXX  XXXX 

Solvency II ‐ Life  [12]  XXXX  XXXX  XXXX 

Solvency II ‐‐ Composite  [13]  XXXX  XXXX  XXXX 

Solvency II ‐ Non‐Life  [14]  XXXX  XXXX  XXXX 

Australia ‐ All  [15]  XXXX  XXXX  XXXX 

Switzerland ‐ Life  [16]  XXXX  XXXX  XXXX 

Switzerland ‐ Non‐Life  [17]  XXXX  XXXX  XXXX 

Insurance Capital Table  Intragroup Dividends $ Received/(Paid) 

Template Groupings 
2024  2023  2022  2021  2020 

[1]  [2]  [3]  [4]  [5] 

RBC Filing U.S. Insurer (P&C)  [1]  XXXX  XXXX  XXXX 

RBC Filing U.S. Insurer (Life)  [2]  XXXX  XXXX  XXXX 

RBC Filing U.S. Insurer (Health)  [3]  XXXX  XXXX  XXXX 

RBC Filing U.S. Insurer (Captive)  [4]  XXXX  XXXX  XXXX 

Non‐RBC filing US. Insurer   [5]  XXXX  XXXX  XXXX 

Canada ‐ Life  [6]  XXXX  XXXX  XXXX 

Canadian ‐ P&C  [7]  XXXX  XXXX  XXXX 

Bermuda ‐ Other  [8]  XXXX  XXXX  XXXX 

Bermuda ‐ Commercial Insurers  [9]  XXXX  XXXX  XXXX 

Japan ‐ Life  [10]  XXXX  XXXX  XXXX 

Japan ‐ Non‐Life  [11]  XXXX  XXXX  XXXX 

Solvency II ‐ Life  [12]  XXXX  XXXX  XXXX 

Solvency II ‐‐ Composite  [13]  XXXX  XXXX  XXXX 

Solvency II ‐ Non‐Life  [14]  XXXX  XXXX  XXXX 

Australia ‐ All  [15]  XXXX  XXXX  XXXX 

Switzerland ‐ Life  [16]  XXXX  XXXX  XXXX 

Switzerland ‐ Non‐Life  [17]  XXXX  XXXX  XXXX 

Procedures Step 5a‐5h. Procedures 5a‐5h are designed for those rare situations where the group has a need to 
reduce risk given the alternative of raising capital may be unlikely (see appendix for further discussion on that 
topic). In performing this procedure, the analyst should understand that procedure step 2 (Evaluating Decreases 
in  Total  Capital)  and  Procedure  Step  3  (Evaluating  Increases  in  Operating  Leverage)  have  already  been 
considered, and therefore concluded that either capital is decreasing or operating leverage is increasing. As such, 
after considering information that may already be available to the regulator on the business plan, Procedure 5b 
is largely focused on better understanding directly from the group the drivers of the apparent negative trends. 
The anlayst should understand that some of these trends may have already been known, through for example 
the ORSA, and discussions by the  lead state regarding such takeaways from such ORSA discussions. In fact,  if 
already  known,  the  key  takeaways may  already  be  documented  in  the  GPS  and  therefore  the  remaining 
procedures in this section may be irrelevant and could be skipped if recently already considered and evaluated. 
In addition, to be sure, such trends from Procedure Steps 2 and 3 may not suggest anything more needs to be 
done, in fact that is why the first procedure is focused on an existing business plan since its possible these trends 
may have been expected. In fact, Procedure 5a is based upon the belief that reducing risk by the group may have 
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already been incorporated into the group’s latest business plan, which may have already been obtained from 
the Annual Form F Filing.  

Procedure 5b on the other hand contemplates that the manner to address any negative trends may not have 
already been  incorporated  into the latest business plan and simply contemplates the analyst speaks with the 
group to understand how the group intends to address the issue. The existence of this procedure is not meant 
to suggest action must be  taken by any  regulator,  rather  to understand what  the group  is already doing  to 
address the issue. To be sure, some of what the group is already doing may already be known by the lead state, 
either through the ORSA, the Form F, or a periodic meeting with the group that some states conduct annually 
with all groups. Rather, the procedure provides an opportunity for the analyst to make sure they understand the 
drivers and what if anything the group is doing to address. To be clear, increases in operating leverage are often 
planned, and often come with them expected future actions by the group, such as capital injections or future 
transactions  that may  reduce  risk. Therefore,  these discussions would allow  these actions  to be completely 
documented and understood. Meanwhile, decreases in capital sometimes are not expected, and may not result 
in immediate action, if any, but it’s possible that it may lead the group to take future actions, or contemplate 
future  possible  actions.  Therefore,  these  discussions would  allow  these  potential  actions  to  be  completely 
documented and understood.  

Procedure 5c contemplates assessing if the group has the ability and resources to either reduce its risks or to 
raise additional capital. See the section below for further Considerations of the Group’s Capacity to Raise Capital. 
This procedure is not intended to suggest the analyst has the capacity to make this determination on their own, 
but rather to question the reasonableness of the possibility. Procedure 5d contemplates that the group may 
believe no action is necessary because it believes current capital is adequate to meet its business plan and is 
more  likely  to be  the case when  the company experienced a one‐time  reduction of capital as opposed  to a 
growth in leverage that may continue. Procedure 5e is for the rare situation where the legal entity insurers have 
been strained enough or face impending pressure contemplated within NAIC Model 385–Model Regulation to 
Define Standards and Commissioner's Authority for Companies Deemed to be in Hazardous Financial Condition 
that would  suggest one or more of  the  insurers may be  in a hazardous  financial  condition. Procedure 5f  is 
designed  to  suggest  the  analyst  bring  the  collective  supervisors  of  the  legal  entity  insurers  together  for  a 
supervisory college to fully understand what  is occurring and the group’s plans for addressing the  issues  it  is 
facing. Procedure 5g is an extension of Procedure 5f as it contemplates the regulators discussing whether they 
believe  the  proposed  actions  from  the  group  are  adequate.  This  action  could  represent  something  either 
informally done before an insurer is in a regulatory action level, or formally once an insurer is in a regulatory 
action  level. Procedure 5h  is  similar  to  the other  actions  contemplated within  a  supervisory  college or,  for 
example, to address a troubled insurance company under Accreditation requirements regarding communication 
with other states.  

Additional Procedures – Business Plans 

While there is a multitude of possibilities and this guidance is not intended to address all of those, the following 
provides some summary of related issues that may be helpful to the analyst (See also section 6 to consider the 
structure of the group and capital infusion issues).  

Group’s Business Plan: 

Planning Process: 
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 Group system’s overall planning process (e.g., who is involved, how frequently it occurs, etc.) and how
the overall initiatives are determined 

 Understand the group’s estimate of the impact of the proposed actions on financial results

 Review  the  plan’s  assumptions  for  reasonableness.  Consider  the  likelihood  of  variations  in  the
assumptions and the resulting impact on the future financial results

o Consider subcategories of changes including:

 Overall potential changes in investment strategy

 Overall potential changes in underwriting strategy or existing concentrations

 Overall impact on financing matters (e.g. debt, requirements, etc.)

 Overall impact on derivatives to mitigate economic conditions

 Overall changes in governance or risk management procedures

 Increased  ceded  reinsurance  transactions  (common  approach  to  reducing
risk/increasing surplus): 

 Details regarding the revised strategy

 Specifics on types of coverage such as assumption reinsurance, loss portfolio
transfers

 Transfer of risk considerations 

Variances to Projections: 

 Consider  the group’s history of explanations regarding variances  in projected  financial results and  the
insurer’s actual results.  If analysts determine  the goals of  the business plan are not attainable and/or
projections are unreasonable, a revised business plan may be requested; 

 Identify any  internal or external problems not considered  in  the plan  that may affect  future  financial
results. Examples of such problems include the following: 1) the existence of competitors to limit future 
sales  levels; 2) recent state  legislation restricting the company’s product designs; or 3) the  loss of key 
marketing personnel. 

Evaluating a Business Plan: 

Analysts should consider further detail where necessary in evaluating the proposed revised business plan but 
also monitor, on a periodic basis, the  insurer’s progress  in achieving the  initiatives  included  in the group’s 
plan.  The  goal  of  any  plan  is  the  improvement  of  the  underlying  causes  that  led  to  the  issues  and  an 
improvement in subsequent GCC base ratio results. Detail considerations for improving the plan may include 
the following (where considered inadequate): 

 Trending comparative measures of targeted risk exposures including (where applicable):

o Asset mix by detailed types
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o Credit risk by detailed types

o Business writings/ratios by detailed product

 Impacts on financing items: 

o Projected cash flow movements for ongoing principal and interest payments on debt

o Impact on debt interest coverage ratio, other debt covenants, rating agency ratings

o Discussion of impact on parental guarantees and/or capital maintenance agreements

o Expected source and form of liquidity should guarantees be called upon

 Impact of reasonable possible stress scenarios 

 How the legal entities capital will be maintained at required levels

Consultation with Other Regulators 

 Consult with members of  the  supervisory  college  (if applicable) or other domestic  states  for  input  in
evaluating the revised business plan 

Considerations of Group’s Capacity to Raise Capital 

The  following  is  designed  simply  as  a  reminder  of  considerations  the  lead‐state would  contemplate when 
discussing the group system response to the issues identified in this section. More specifically, in most situations 
a group will first consider ways to reduce risk but in limited situations they may consider trying to raise additional 
capital. While this is typically not an option for a group that is currently not performing as it anticipated, in some 
situations alternative sources of capital can be raised if the holders of the new capital are given rights that are 
attractive to the holder. In addition, in some cases the group may have the ability to issue other forms of capital 
(e.g., debt), which can be used to inject into the insurance subsidiaries. While these facts are not unique to the 
utilization of the group capital calculation, they are worth a reminder along with relevant other related details.  

New Equity Considerations 
Public Holding Company 
While no two groups are the same, issuing public stock may be limited for the reasons previously identified. In 
addition, regulators are reminded that a public holding company may be obligated to pay dividends in order to 
maintain  expectations  of  their  shareholders, making  the  reduction  of  risk  a more  viable  action  under  the 
circumstances. 

Private Holding Company 
While no two groups are alike, a private company has some of the same characteristics as a public company in 
terms of owners’ expectations, but usually such expectations differ from a public company and it may be more 
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feasible for a private company given their access to specific individuals that may have a higher interest in higher 
capital rights.  

Mutual Insurance Company 
A mutual  insurer  is  limited  in  terms of  its access  to capital because  it cannot  issue new stock, but can  issue 
surplus notes.  

Mutual Holding Company 
Because mutual holding companies have characteristics of both public companies and mutual companies, there 
are implications of how such a structure affects its operations.  

Non‐profit Health Company 
Insurers that are non‐profits are generally charitable organizations and it is not uncommon that some types of 
insurers, particularly those that provide health insurance, to have some history as a non‐profit. It may be helpful 
to understand these types of dynamics when considering a group structure.  

Fraternal Associations 
Regulators often find similarities between a fraternal benefit society and a mutual insurer because both can be 
limited in terms of their ability to raise additional funds, but can issue surplus notes. If allowed within state law 
and the charter, the fraternal could assess members or adjust member policy values.  

Reciprocal Exchanges 
Regulators  often  find  similarities  between  reciprocal  exchanges  and  fraternal  benefit  societies  and mutual 
insurers because they can be limited in terms of their ability to raise additional funds. Although this is a general 
consideration for the regulator when evaluating the group system, there is generally much more that must be 
understood before coming to this conclusion because in some cases, the reciprocal may be able to assess policies 
that can serve a similar purpose as raising capital.  

New Debt Considerations 

Through discussions with the group, understand the potential  impact of any new debt on the group system, 
including specifically the extent of future additional reliance on the  insurance operations and whether those 
insurers have the capacity for such. Consider also an updated review on the following: 

 Total debt service requirements.

 Revenue streams expected to be utilized to service the debt.

 Any new guarantees for the benefit of affiliates.

 Any new pledge assets for the benefit of affiliates.

 Any new contingent liabilities on behalf of its affiliates

International Holding Company Considerations 

International Holding Company Structure 
This section is applicable only to those international groups that are required to complete the GCC, which may 
be relatively small considering many international holding companies have a non‐US groupwide supervisor and 
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are exempt  from  the GCC. Those  foreign groups  that are  required  to complete  the GCC will generally  file a 
“subgroup” GCC  that  included  entities  that  are part of  the  group’s U.S. operations  In  those  situations,  the 
analysts  should understand  the  structure  to determine  if  it has any  impact on  this analysis. For example, a 
German‐based holding company may have advisory boards established to communicate with U.S. regulators. 
Analysts should direct any regulatory concerns to the  appropriate organization contact to ensure a prompt reply 
or resolution if the insurance regulator is not responding.  

Capital / Operational Commitment to U.S. Operations  
Some foreign holding companies may consider their U.S. enterprises non‐core and consequently show weaker 
commitment  to  their  ongoing  business  operations  or  financial  support.  In  recent  years,  after  sustaining 
continued losses from U.S. subsidiaries, several prominent foreign holding companies decided to cease their U.S. 
operations and liquidate their assets. Analysts should be aware of a holding company’s stated commitment to 
ensure the continued stability of U.S. operations. This commitment may  include a written or verbal parental 
guarantee. 
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Primer on the Group Capital Calculation Formula  

The  National  Association  of  Insurance  Commissioners  (NAIC)  began  development  of  the  Group  Capital 
Calculation  (GCC)  in  late  2015  following  extensive  deliberation  on  potential  measurement  models  and 
methodologies. The GCC uses a bottom‐up aggregation approach, accounting for all available capital/financial 
resources, and the required regulatory capital based on the measurement of assets and liabilities of the various 
corporate entities, including insurers, financial and non‐financial businesses.  

The GCC Aggregation Methodology  
As  illustrated  in  the  sample  tables above,  the proposed GCC  is an aggregation or grouping of  the available 
financial resources and calculated required capital of all  legal entities in an insurance group that potentially pose 
material risk to the insurers in the group. The GCC allows some discretion in determining what entities under 
common control but outside of the defined Insurance Group may be excluded from the scope of application in 
the GCC.  When reviewing a group’s choice of entities to be excluded from application of the GCC, the following 
points should be considered: 

 The regulatory evaluation should be based on the criteria for material risk (e.g. structural separation;
no history of cross subsidies, or other criteria as defined in the GCC instructions); 

 Group requests for reducing the scope of application of the base GCC should be based on supporting 
information and rationale provided by the Group; 

 Information on excluded entities should be made available upon request by the analyst.

The GCC includes the following types of entities and sets forth the general approach of calculated capital toward 
each.  

U.S. Insurers – The available capital of U.S. domiciled insurers is determined by statutory accounting principles 
(SAP) as defined by state law and the NAIC Accounting Practices and Procedures Manual, which defines assets, 
liabilities, and in‐turn net available capital/financial resources, sometimes referred to as policyholder surplus. 
The calculated capital for these insurers is subject to state law that requires these insurers to maintain minimum 
capital based on the applicable NAIC Risk‐Based Capital formula at 200% x Authorized Control Level (Trend Test 
level). 

Non‐U.S. insurers – Similar to the available capital and calculated required capital of U.S. insurers, the available 
and  calculated  capital  of  non‐U.S.  insurers  is  determined  by  reference  to  the  home  jurisdiction’s  basis  of 
accounting and capital requirements converted to U.S. dollars. While most non‐U.S. jurisdictions do not possess 
the  same  level  of  industry  specific  technical  guidance,  as  included  in  the  NAIC  Accounting  Practices  and 
Procedures Manual, all jurisdictions have established accounting standards that insurers are required to follow 
to  determine  available  capital/financial  resources.  In  some  cases,  this  represents  local Generally  Accepted 
Accounting  Principles  (GAAP), which may  or may  not  be  consistent with  International  Financial  Reporting 
Standards (IFRS).   

DRAFTING NOTE: While the GCC utilizes the available capital and home jurisdictions’ capital requirement, for 
jurisdictions where data  is available, appropriate scalars are currently being explored to produce comparable 
measures  for  risk which can be aggregated  into  the group‐wide measure.   One such scaling methodology  is 
included as part of sensitivity Analysis in the GCC template. That scalar methodology uses aggregated data from 

Deleted:  
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the U.S. and other jurisdictions at first intervention level to recognize that (for example), state regulators often 
have much higher reserve requirements that are required to be carried as required capital in other jurisdictions. 
For jurisdictions where the data is not available, the full jurisdictional requirement at first intervention level us 
used. 

U.S. Insurers Not Subject to RBC – Some types of U.S. insurers are not subject to an RBC formula (e.g., Financial 
Guaranty Insurers, Title Insurers). For these entities, the available capital/financial resources is determined by 
reference  to  state  law  and  the NAIC Accounting Practices  and Procedures Manual. However,  since  an RBC 
formula does not exist, calculated capital is determined by reference to the state minimum capital requirements 
set  out  in  state  law  (or  300%  of  reserves  for  Title  insurers).  For U.S.  captive  insurers,  available  capital  is 
determined  based  upon  the  states  accounting  requirements,  but  the  calculated  capital  is  required  to  be 
calculated using the applicable RBC formula even if RBC does not apply to that entity in their state of domicile.  

Banking or Other Financial Service Operations Subject to Regulatory Capital Requirements – Non‐insurers such 
as banks are subject to their own regulatory valuation methods (typically GAAP with tiering of available capital) 
and their own regulatory capital requirements (e.g. OCC, Federal Reserve, FDIC or other requirements for banks). 
These regulatory values are used for the GCC.  

Financial and non‐financial operations not  subject  to  regulatory  capital  requirements –  In general,  financial 
entities  (as defined  in  the GCC  Instructions) are subject  to a higher capital charge  in  the GCC  than  the non‐
financial entities. However, the GCC does require available capital/financial resources and calculated capital to 
be gathered  for all  such entities  that pose a material  risk  to  insurers.  In both cases  the GCC will utilize  the 
valuation used by such legal entities (typically U.S. GAAP) and a calculated capital based upon a risk factor.  There 
are two important exceptions: 

 All entities within the defined insurance group (definition included in GCC Instructions) must be included

 All financial entities (definition included in GCC Instructions) must be included

 The level of risk (low / medium / high) and associated capital calculation assigned to a financial entity
will be selected by the group and evaluated by the lead‐State reviewer 

 Non‐financial entities  that are subsidiaries of U.S.  insurers,  foreign  insurers or banks where a capital
charge for the non‐financial entity is included in the regulated Parent’s capital formula will remain with
the Parent and will not be inventoried.   Regulators already have access to the financials of these entities 
if needed (if causing unrealized losses within the insurer). 

Eliminations 
The GCC  uses  an  aggregation  and  elimination  approach, where  each  of  the  above  legal  entities’  available 
capital/financial resources and calculated capital are combined, then eliminations are utilized to prevent any 
double counting of available capital/financial resources or calculated capital. The following example illustrates 
the use of eliminations for both available capital/financial resources and calculated capital. However, in practice 
the GCC only requires the foreign insurers and other financial entities owned by an insurance company to be 
“de‐stacked” so if AA Holding Company was a U.S. insurer (e.g. AA Insurance Company) the capital required and 
calculated capital for DD Insurance Agency as a nonfinancial entity would remain in the values of AA Insurance 
Company and not be de‐stacked.  
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EE Insurance Group (EEIG) 

Calculation of ARC 

1 Amount of TAC for Subs as follows: (30.0M + 6.0M + 2.0M)

Entity TAC Less: 
Subs’ TAC 

Adjusted TAC 

AA Holding Co. 50.0M    (38.0M)1 12.0M 

BB Life Insurance 
Co. 

30.0M 0 30.0M 

CC Insurance Co.   6.0M 0   6.0M 

DD Ins. Agency   2.0M 0   2.0M 

ARC (EEIG 
Group Total) 

50.0M 

EEIG Financial Information 

1 For Non-RBC filers this is regulatory available capital or stockholder equity 
2 There is no regulatory capital for these entities when owned by a non-regulated entity. 

Calculated Capital is added @ 10.5% x stand-alone ARC 
3 Authorized Control Level (ACL) RBC or Prescribed Capital Requirement for non-U.S. 

insurers  

Calculation of MRC 

1 Estimated post covariance factor of 10.5% @ CAL x ARC per GCC added for AA 
Holding Co. and DD Ins. Agency 

2 Amount of Calculated Capital for Subs as follows: (3.0M +1.6M + .21M) 
3 Applies to U.S. insurer only to increase level to Company Action Level (CAL) RBC 

Entity Total Available 
Capital 

Minimum 
Regulatory Capital 

AA Holding Company 50.0 Million   02 

BB Life Insurance 
Company 

30.0 Million    3.0 Million3 

CC Insurance 
Company 

  6.0 Million1    1.6 Million3 

DD Insurance Agency   2.0 Million1      02 

Entity ACL or 
Calculated 
Capital1 

Less: Subs’ 
Calculated 
Capital 

Adjusted 
Calculated 
Capital 

Multiply  
by 2.03 

MRC 

AA Holding Co.   6.07M    (4.81M) 2   1.26M NA 1.26M 

BB Life Ins. Co.   3.0M 0   3.0M 6.0M 6.0M 

CC Insurance Co.   1.6M 0   1.60M NA 1.6M 

DD Ins. Agency   0.21M 0    .21M NA 0.21M 

MRC Total 9.07M 

In the above example, available capital/financial resources are referred to as available regulatory capital (ARC) 
and total authorized capital (TAC1) and minimum calculated capital is referred to as minimal regulatory capital 
(MRC) and authorized control  level (ACL2). The GCC will allow non‐insurance / non‐financial entities owned by 
RBC filers in the group to remain within the available capital and regulatory capital so no eliminations are required 
for  these  entities.    As  shown,  since  AA  Holding  Company  owns  each  of  the  other  business  entities  in  the 
organizational chart, $38 million (which is the amount of available capital/financial resources in the subsidiaries 
of AA) is eliminated from the TAC column since accounting methods include those as an asset on AA Insurance 
Company’s balance sheet.    Also, the GCC includes capital calculations for AA Holding Company and DD Insurance 
Agency as part of the MRC in addition to the regulatory capital already included for the insurance subsidiaries.   
The MRC of the subsidiaries is eliminated from the parent’s (AA Holding Company) calculated capital. Therefore, 
in this example $4.81 million of calculated capital is eliminated from the MRC.  Finally, the MRC of U.S. insurance 
subsidiary is multiplied by 2 in order to reflect Company Action Level (CAL) RBC as required in the GCC.  

1 Terminology used in RBC for available capital/financial resources 
2 Terminology used in RBC for calculated regulatory capital 

AA Holding Co 

(Non operating 
Holding Company)

BB Life Ins.Co.

(U.S. RBC Filer)

CC Insurance Co. 
(Non‐U.S. Insurer)

DD 
Insurance 
Agency
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Debt‐It is important to note that the available capital used in deriving the GCC recognizes a portion of the group’s 
senior and hybrid debt as capital. This allowance recognizes that debt that is not already recognized as available 
capital/financial resources under all known accounting principles (SAP, U.S. GAAP or IFRS) may have some value 
to the group under  the U.S.  insurance regulatory requirements where such  is dividend down to the  insurance 
companies  and where  extraordinary  dividends must  be  approved  by  the  state.   Qualifying  debt  along with 
limitations thereon is described in the GCC instructions as is the calculation for the additional available capital. In 
addition to looking at the group’s debt leverage overall consideration should be given to how the allowance for 
additional capital from debt interacts with changes in available capital and capital requirements from year to year.  
The impact of procyclical changes in the allowance for debt as capital should be assessed. 

Other Information Included in the GCC 
The GCC includes selected financial information (net income, premiums, liabilities, debt, etc.) that are captured in 
Schedule 1 and in the “Analytics” tabs of the GCC that are meant to be used to help isolate potential strengths 
and weaknesses of  the group and more  specifically where  such exist among  the entities  in  the group. Some 
important information related to other features in the GCC also should be considered and are discussed below. 
Schedule 1, a simplified version of the Inventory Tab, and most analytics are required  in the case of a “limited 
filing”. However, data is not required for the capital instruments, sensitivity analysis and other information tabs 
in a limited filing.  

Grouping  ‐ The GCC separately allows certain financial entities (e.g. asset managers) and non‐financial entities 
included in the GCC to have their values and capital calculation combined (grouped) for more efficient reporting 
and analysis. Although  the GCC  instructions set parameters  for such grouping,  the general expectation  is  that 
regulators will work with each applicable GCC filer in determining where grouping is and is not appropriate outside 
of what  is allowed within the GCC  Instructions.   Grouping should be viewed  in context of materiality.   A single 
entity conducting a given activity may not be material, but when all entities conducting  the same activity are 
combined, they can be material. 

Excluded entities – The GCC provides two mechanisms for the exclusion of non‐financial entities in Schedule 1 and 
in  the  Inventory Tab at  the discretion of  the  lead state.   State  regulators should consider whether any of  the 
information collected in the GCC template in support of, is collected for an entity or group of similar entities that 
would otherwise be excluded from the GCC ratio calculation.  Regulators should separately monitor increases in 
the level of activity of an “excluded” entity or group of similar entities for purposes of materiality and potential 
subsequent inclusion in the GCC.   

Sensitivity analysis – A tab devoted to individual sensitivity analysis is included in the GCC.  These informational 
items provide the regulator with impact of discretion in excluding listed entities and alternative perspectives on 
risk charges  for non‐financial entities and  foreign  insurers.   Monitoring of  these  items can help  the  regulator 
identify areas where the GCC may be improved or capital calculations adjusted in the future. A sensitivity analysis 
increases the overall calibration of the capital requirements in the GCC from its normal 200% x ACL RBC calibration 
to 300% x ACL.  This should be used as an initial benchmark to conduct further analytical review.  No other cushion 
should be applied.  

Accounting Adjustments ‐ The impact of accounting adjustments and related detailed information is collected in 
the GCC template in the Inventory Tab and in the Other Information Tab respectively.  Such adjustments can be 
material during the de‐stacking process.  For example, a consolidated holding company may include GAAP values 
for  entities  that  would  otherwise  be  valued  under  regulatory  accounting  rules  (e.g.,  Statutory  Accounting 
Principles ‐ SAP) on a stand‐alone basis.  When the regulated entity is de‐stacked the difference between the GAAP 
values and SAP values will be removed  from  the group’s available capital.   These “lost” values can result  in a 
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material reduction in the inventoried available capital compared to consolidated available capital.   Understanding 
the impact and the components of this adjustment can help the regulator when considering the impact of issuing 
new debt or when evaluating the allowance for debt as capital calculated in the GCC template.  

Intangible Assets – Acquisitions, mergers and reorganization often can create significant  intangible assets at a 
holding  company  level  or  possibly  at  an  operating  company  (other  than  a  regulated  entity)  level.    The GCC 
template collects information on intangible assets held by inventoried entities in the Other Information Tab.   The 
available capital associated with the value of entities whose assets are materially comprised of intangible assets 
should be evaluated in the context of fungible resources and in assessing the adequacy of the capital calculation 
assessed on such entities.  

Dividend pass‐thru (gross view of dividends) – Schedule 1D collects information on dividends paid and received 
within the group.  It also includes a column that indicates whether dividends were declared but not yet paid, as 
well  as  cases where  dividends  received where  retained  or  “passed  thru”  to  another  affiliate  or  paid  out  in 
dividends to shareholders.   This information will assist the regulator in evaluating the movement of capital within 
the group to fund strategic insurance and non‐insurance operations or activities (e.g. expansion of activities) or to 
fund entity specific capital shortfalls. It also provides a window to capital leaving the group (e.g. debt repayment, 
stock repurchase, or dividends to shareholders).  
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Charles M. Feinen 
Corporate Headquarters 
Corporate Law, A-3 
PH (309) 766-3516 Fax (309) 766-5850 
chuck.feinen.jnze@statefarm.com 

July 30, 2021 
Via Electronic Delivery 

Mr. John F. Rehagen, Division Director 
Division of Insurance Company Regulation 
Missouri Department of Insurance 
301 West High Street 
Jefferson City, Missouri 65105 

Attention: Mr. Dan Daveline 

RE: NAIC Regulatory Guidance for GCC and Analyst Reference Guidance for the GCC 
exposed the Group Capital Calculation (E) Working Group 

Mr. Rehagan: 

State Farm Mutual® Automobile Insurance Company and its affiliates ("State Farm"), appreciate 
the opportunity to submit these comments concerning the exposed draft of the NAIC Regulatory 
Guidance for GCC and Analyst Reference Guidance for the GCC via the Group Capital 
Calculation (E) Working Group (the “Working Group”).  State Farm has been providing 
comments throughout the creation of the aggregation-based method of calculating capital for 
insurance groups under the National Association of Insurance Commissioners (“NAIC”) and 
U.S. Federal Reserve Notice of Proposed Rulemaking under a similar process. 

State Farm is concerned with both the Regulatory Guidance for GCC (Regulatory Guidance) and 
Analyst Reference Guidance for the GCC (Analyst Reference) as both documents wrongly 
assume or infer that the GCC somehow creates group capital, establishes an amount or ratio that 
must be maintained by a group and that issues identified in an entity in a group is automatically 
risk attributable to another individual regulated insurer in the same group.   

The aggregation-based method of calculating capital for insurance groups or the GCC recognizes 
that the capital is legally owned by the individual entities that are being aggregated by utilizing 
the regulatory capital regime when one is available to establish the entity’s capital for the 
purposes of aggregating.  The application of the GCC does not change underlying legal process 
that the entities operate under or change the legal obligations of the individual entity.  There are 
several statements made in the both documents that need further clarification to understand the  
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extent of the statement.  For example, the Regulatory Guidance entitles Procedure Step 1 as 
“Evaluate the Adequacy of Group Capital” and asks for a determination to be made of whether  
“…the group capital position presents a risk to the group and its insurance subsidiaries based 
upon its recent trends and/or current measures in the GCC ratio”.  This assumes that capital is 
fungible among the group and risk is freely transferable among the entities of a group which is 
contrary to established law. However, these issues are somewhat recognized in the Analyst 
Reference on page 4 in the last sentence of the GCC Summary and Strategic Branded Risk 
Documentation section provides “[w]hile the GCC is not a capital requirement, with specified 
ladders of intervention …” which is legally accurate and State Farm’s understanding. However, 
to further the wrong assumption that capital and risk is freely transferable under Procedure Step 
5 of the Regulatory Guidance the following statement is made: 

Depending upon the analysis performed in Steps 1-4, similar to legal entity analysis, there is 
likely a need to determine what steps the company is taking or plans to take to address the 
issues seen in the analysis of the GCC. 

While it is not clear which entity is being referenced by the use of “company” but the “issues” 
presumably derive from the GCC ratio changing and the reasons for that change identified via 
Procedure Steps 1-4.  The company is then to provide steps or plans to bring the GCC ratio back 
to some previously established position.  All of which infers there is a GCC ratio being required 
or a level of group capital both legally not established and runs contrary to the regulatory scheme 
underlying and prior to the application of the GCC contrary to law and statements made in 
several documents concerning the GCC. 

We should not lose sight of how the GCC sits on top of years of regulatory financial surveillance 
tools already developed and at the disposal of the domestic state regulator and/or lead state 
regulator.  These tools are both qualitative and quantitaive and already provide insight to both the 
individual insurers financial health as well as risks that may impact that individual insurer 
deriving from being a member of the group as well as other laws in the United States.  An 
individual insurer is regulated through many different requirements, including but not limited to, 
the filing of annual and quarterly financial statements; audited by a certified independent 
accountant; risk based capital requirements with specific regulator intervention points; holding 
company requirements regulating the individual insurer’s ability to enter into affiliate 
transactions; regulation around the type of admitted assets that can be used to meet the individual 
insurers surplus needs as required; state based rating laws that require the insurer to set premium 
rates for the obligation of its policy that are not excessive, unfairly discriminatory, or inadequate; 
and no less than every five years an extensive financial examination of the insurer is conducted 
by its domestic state regulator.   In addition to the individual insurance entity regulatory scheme 
and in addition to the GCC, and somewhat similar, there are other group level regulatory 
requirements, such as Form F and the Own Risk Surveillance Assessment (ORSA) that provide 
regulatory tools to evaluate aggregated risk at a group level. 

Finally, State Farm is concerned that the Regulatory Guidance and Analyst Reference is not 
recognizing the “walls” in place in insurance regulations as well as the applicable non-insurance 
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laws of the United States or the existing body of insurer regulatory financial surveillance by not 
fully recognizing the limitations of risk obligation transference among members of a group,  
particularly those that are insurers and not acknowledging that surplus held by an insurer in a 
group is not readily available by any other member in the group.  In fact, the maintenance of the 
walls aspect of the current regulatory scheme would be aided by the GCC process by identifying 
the entities within the group that are identified as holding or generating risk which then the 
regulators could monitor transactions of the regulated insurance entities with the at risk entity to 
ensure that the risk is not somehow transferred or transferred in manner that inappropriately 
places risk on the regulated insurer.    

This provides the basis for the background of the comments provided in the draft Regulatory 
Guidance and Analyst Reference that are enclosed.  

Thank you for your time and consideration in this project and to our comments. If there are any 
questions concerning the comments, please contact me. 

Sincerely, 

Chuck Feinen 
State Farm Mutual Automobile Insurance Company 

Enclosures 

32



Financial Analysis Handbook 
2022 Annual / 2023 Quarterly

VI.H. Group-Wide Supervision – Group Capital Calculation (Lead State) Procedures

1 

Review of the Group Capital Calculation 

Consideration of the Insurance Holding Company System Structure 

As the lead state begins to review the annual Group Capital Calculation filing for a particular group, it’s important 
for the lead state to do so with consideration of the existing knowledge of the organizational structure of the 
group, including changes in the structure from year to year, but more importantly the overall activities of each of 
the entities in the group which otherwise have the potential to transmit material risk to the insurers within the 
group. While the GCC will provide additional quantitative information on the entities in the group; the actual 
activities of the entities are also important in determining the scope of application of the GCC. Specific to that 
point, the lead state is responsible for determining if any of the entities in the holding company structure should 
be excluded from the calculation. The filing includes a column for the group to propose what should be excluded 
as well as an additional column for the final determination made by the lead state. In general, the determination 
of scope of the application is suggested by the group but made in consultation and agreement with the lead state. 
This exercise should be undertaken in a manner that yields a clearly documented rationale for excluding entities 
or subgroups of the larger group. The Group Capital Calculation Instructions describes the basis for making this 
determination and the calculation itself is structured to facilitate this determination, with the inclusion in Schedule 
1 of the calculation financial data of all entities within the holding company. Similar to exclusion from the 
calculation itself is data for cases in which subgroups of the larger group are completely excluded from the group, 
particularly with regard to Schedule 1; the rationale for the exclusion(s) should be provided in the GPS. The 
concept is that this Schedule 1 data should be utilized by the lead state in conjunction with their existing 
knowledge of the group and its activities (obtained from the Schedule Y, ORSA, Forms B/C, Form F, the non-
insurance grid, etc.), and therefore likely material risks, to make this determination. To the extent the entities 
included in Schedule 1 differ from the analyst’s knowledge of the Group, further discussion and follow-up should 
be with the group.  

The holding company structure and activities should also be utilized by the lead state in determining how to 
evaluate the GCC ratio. More specifically, information on structure can impact the flow of capital and resources 
among entities within the holding company structure. Therefore, understanding the following can assist in 
evaluating the flow of resources: 

• Domestic insurance operations

• International insurance operations

• Banking or other financial services operations subject to regulatory capital requirements

• Financial and non-financial operations not subject to regulatory capital requirements*

*The GCC instructions provide examples of financial versus non-financial entities in this category. All financial
entities should be included in the scope of application of the GCC. However, there can be a broad array of
entities that could be considered financial. The lead-state should document the rationale for cases in which it
concludes that a “financial” entity should be excluded.

While the GCC is intended to be used as an input into the GPS, where the expectation is that the GCC summary 
section is used to document a high-level summary of the analysts take away of the GCC, as well as the Strategic 
branded risk, since that is the area where capital measurement is reported. The manner in which the analyst 
determines what else should be documented beyond the GCC Summary and the Strategic branded risk should be 
based upon the following steps, since these steps contemplate the previously mentioned concept that the existing 
evaluation of the financial condition should be used in evaluating the depth of review of the GCC. From a high 
level, the following steps suggest in  
• Procedure Step 1 suggests that a review of the components of the GCC is appropriate when either the GCC

ratio is trending downward or the GCC ratio is below a predefined suggested threshold of 150% (equivalent
to an RBC of 300% since that is the same threshold used in the sensitivity analysis in the GCC Template.

1

2

3

4
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Summary of Comments on Outline of Holding Company 
Analysis Framework
Page: 1

Number: 1 Author: Chuck Feinen Date: 7/26/2021 1:24:00 PM 
What are the potential avenues that material risk could be transferred between affiliates?  Presumably any legitimate transfer of material risk 
would be in the form of a Holding Company filing, D-1.  The original emphasis of the GCC was the evaluation of non-insurance entities within a 
group to provide an additional evaluation tool for regulators that are regulating the individual insurance entities.  The statement of “potential to 
transmit material risk to the insurers” is elevating GCC beyond the original purpose and inferring that both capital and risk is freely transferable 
among the entities in the group which is simply not the regulatory or legal structure.  

If the concern is that a non-regulated entity with identified risk could transfer that risk rather than attempting to regulate the non-regulated 
entity through the GCC, regulators should work to maintain the wall between the entities so that there are no transactions entered into or 
continue that would allow for that risk to be transferred.  

Number: 2 Author: Chuck Feinen Date: 7/26/2021 1:51:00 PM 
If this sentence is stating that part of the determination to exclude an affiliate from the GCC based on the likely transfer of material risks, how is 
this to be determined?  

Number: 3 Author: Chuck Feinen Date: 7/28/2021 10:20:00 AM 
There isn’t a free “flow of capital” in the U.S., the characterization asserts a free moving, fungible capital but the creation and flow of capital is 
regulated requiring such transactions among insurance affiliates to be fair. 

Number: 4 Author: Chuck Feinen Date: 7/26/2021 2:01:00 PM 
How is “Strategic branded risk” defined?
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• Procedure Step 2 suggests from a high level determining the drivers of any decreases in the total available
capital in the GCC. While there are numerous benefits of the GCC over consolidated approaches, the ability to
drill down on the drivers is one of the more significant and is consistent with the states approach to not just
looking at capital, but to the drivers of capital issues.

• Procedure Step 3 suggests from a high level determining the driver of any increases in operating leverage,
which is typically what drives insurance capital requirements up, be it asset risk/leverage or writings leverage.
Similar to drivers of capital decreases, the GCC has detailed information on financial figures and ratios that
can be used to isolate the issues.

• Procedure Step 4 is similar in that it too utilizes detailed information on capital allocation patterns that are
necessary to understand if there are negative trends in the GCC since these can become important if there
are any issues that might require further distribution of capital across the entities.

• Procedure Steps 5: Depending upon the analysis performed in Steps 1-4, similar to legal entity analysis, there
is likely a need to determine what steps the company is taking or plans to take to address the issues seen in
the analysis of the GCC. The guidance provided in these procedures is not intended to be exhaustive, but
rather should give the analyst a starting point in better evaluating the various issues.

• If the analyst determines after completing any of the above procedures (steps), that no further work is
deemed necessary to fully document the material risks of the group observable from the GCC (as well as the
required information to be included in all GPS from the GCC), this should be documented by the analyst in any
workpapers deemed appropriate by the state and include the general reason therefore. In making this
determination, it should be reiterated these procedures are not intended to be used in a checklist manner
and judgement based upon existing information on the group obtained from the Form F, ORSA, or any other
source is certainly part of that judgement decision.

Procedure Step 1-Evaluate the Adequacy of Group Capital 

1. Determine if the group capital position presents a risk to the group and its insurance
subsidiaries based upon its recent trends and/or current measures in the GCC ratio.

Branded 
Risk 

Benchmark 

a. Is the GCC <150%?  If “yes”, determine the most significant risk
factors causing the result.

ST <150% 

b. Has there been a decrease in the GCC ratio over last two years?
If “yes”, determine the cause(s) of the decline.

ST <-10% 

c. Has there been a decrease in the GCC Total Available Capital
from prior year? If “yes”, determine the cause(s) of the decline.

ST <-10% 

d. If the GCC <150%, has there been a change from prior year? If
so, determine the cause(s) of the change. If the GCC was <150%
in the prior years also, consider more carefully the causes.

ST >10 pts or
<-10 pts 

1

2

3
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Page: 2
Number: 1 Author: Chuck Feinen Date: 7/29/2021 9:15:00 AM 
What is meant by further distribution of capital across entities in this sentence?  Who’s capital is being distributed?  

Number: 2 Author: Chuck Feinen Date: 7/26/2021 2:03:00 PM 
What is meant by “company” in this paragraph?  If the individual insurance entities are not triggering intervention under RBC what authority does
the regulator have to require action and what authority would there be to require a non-insurance to take action? 

Number: 3 Author: Chuck Feinen Date: 7/28/2021 10:27:00 AM 
This assumes a risk that does not exist.  There’s no group capital, the GCC does not create group capital and an insurer’s capital is not freely 
available for a non-insurance entity. 

36



Financial Analysis Handbook 
2022 Annual / 2023 Quarterly

VI.H. Group-Wide Supervision – Group Capital Calculation (Lead State) Procedures

3 

e. Has there been a negative trend in the GCC ratio over the past five
years suggesting an overall pattern of declining capital?

ST N/A 

If the answer to any of the above questions is “yes”, the analyst should proceed with procedure step 2, evaluating 
decreases in total available capital and/or procedure step C, evaluating increases in leverage to determine the 
cause(s) of the negative trends. 
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Procedures Step 2-Evaluate Decreases in Total Available Capital 
2. Determine the source(s) of decreases in the GCC ratio or the GCC Total Available Capital

Unlike step 1, the intent of the step 2 (and 3) is to determine the actual source of the negative issues. However, 
unless obvious from the information obtained in step 2, the analyst should proceed to step 5 to understand more 
fully the actions being taken by the group to address the issues identified in step 2. However, in some cases, it’s 
possible that no further follow-up with the group will be necessary and that the lead state should simply update 
the GPS to be certain the main understanding of the issues are known to all of the regulators utilizing the GPS. 

Branded Risk Benchmark 

a. Review the GCC ratio from each of the reported entities and
compare to the same ratio from the prior year. Determine which
entities may have led to the negative trends.

<-10% 

b. If the change in the GCC is not driven from a legal entity, and
instead the change in allowable debt, note as such.

ST N/A 

c. Review the levels of profitability for each of the reported entities
in the GCC in the current and prior years (as reported in the GCC)
to determine if there are particular entities showing signs of
decreasing profitability which may lead to future decreases in
the GCC ratio or total available capital.

OP, PR/UW <-10% 

d. For each of the reported entities showing either, 1) a meaningful
decrease in the GCC due to a decrease in the total available
capital, or 2) negative profitability trends; request information
that identifies the issues by inquiring from the legal entity
regulator first or the group itself (e.g., non-insurance company),
if applicable.

OP, PR/UW, ST N/A 

e. If due to pricing or underwriting issues, understand if the issues
are the result of known pricing policies that are currently being
modified or if the business is in runoff, recently identified
products where metrics can quantify the issues whether new
product lines, or geographic or other concentrations,
volume/growth business strain, or other issues. When
considering pricing that is being modified, include those
products that the price is adjusted through crediting rates.

PR/UW N/A 

f. If due to reserve issues, understand the reserve development
trends, whether reserve and pricing adjustments have been
made as well as changes in business strategy apart from those
products.

RV, ST N/A 

g. If due to market risk issues—i.e., capital losses—understand not
only why the losses occurred, but the likely near-term future
impact given current and likely prospective economic conditions. 
Market issues include not only changes in equity prices, but also
impact/exposure to interest rates and other rates such as foreign 
currency exchange rates or rates on various hedging products
used by the group.

MK, CR N/A 

1
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Page: 4
Number: 1 Author: Chuck Feinen Date: 7/26/2021 2:07:00 PM 
How is “group” defined here?  If the individual insurance entities are not triggering intervention under RBC what legal authority does the lead 
state regulator have to interject. 

Number: 2 Author: Chuck Feinen Date: 7/26/2021 2:09:00 PM 
What is the definition of “total available capital”? There is no group capital and capital is not fungible among the legal entities.   Is this intended 
to mean the “total calculated capital” under the GCC?  Same comment for this term throughout the draft.

Number: 3 Author: Chuck Feinen Date: 7/26/2021 2:11:00 PM 
Corrected typo.

Number: 4 Author: Chuck Feinen Date: 7/26/2021 2:11:00 PM 
How does the “group” use hedging products?  Isn’t it the entities that may use hedging products.  If the reference is that individual regulated 
insurance entities use hedging products in the group isn’t that risk already addressed?
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h. If due to strategic issues such as planned growth, planned
decline in writings or changes in the investment strategy, utilize
the business plan from the Form F to better understand the
anticipated changes and how the actual changes compare.
Understanding the variance from the business plan is important
in assessing the ongoing risk either in projected future
profitability or in some cases the investments.

ST, PR/UW, OP N/A 

i. If due to negative reputational issues, understand the issues
more closely, whether potential ongoing changes in stock prices
or financial strength ratings that may further impact market
perception, or what the group is doing to address the potential
future impact be it sales projections or access to the capital
markets.

RP N/A 

j. If due to credit losses, understand the current and future
concentration in credit risks, be it investments, reinsurance or
other source of credit losses.

CR, MK N/A 

k. If due to operational issues, such as extremely large catastrophe
events, IT or cybersecurity events or relationships, understand
the current and prospective impact.

OP, ST N/A 

l. If due to legal losses, understand the underlying issues and
degree of potential future legal losses.

LG N/A 

m. If due to non-insurance reported entities in the group,
understand the relationship of the non-insurance operations to
the insurance entities and the potential impact to the insurance
operations (i.e. intercompany agreements, services, capital
needs, etc.).

ST, OP N/A 

Procedure Step 3-Evaluate Increases in Operating Leverage 
3. Determine the source(s) of any decreases in the GCC ratio due to increases in leverage

Like step 2, the intent of the step 3 is to determine the actual source of the negative issues. The difference between 
step 3 and step 2 is simply the types of issues. Step 2 is focused on issues that have resulted in negative capital 
trends. Step 3; however, is focused on the issues that impact the risk being measured in the GCC. In most cases 
that risk is either from the asset side or from the liability side where in both cases there has been an increase in 
such risk that has not been offset by a corresponding or equal increase in capital. In general, this is referred to as 
operating leverage, where this risk can manifest itself either through increased writings or exposure (e.g., the ratio 
of premiums to capital or liabilities to capital), or through increased assets that also carry risk. The expectation is 
that other regulated entities also have capital requirements that increase as these different types of risks increase, 
similar to how the NAIC RBC considers different types of products and assets that carry more risk.  

Branded Risk Benchmark 
a. Review the GCC ratio from each of the reported entities and

compare to the same ratio from the prior year. Determine which
entities may have led to the negative trends based upon
corresponding increases in leverage.

MK, CR, RV, ST, 
OP, RP 

<-10% 

1
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Number: 1 Author: Chuck Feinen Date: 7/26/2021 2:16:00 PM 
Step 3 seems to be written assuming that the change in operating leverage is due to a non-insurance entity.  Is that intended?

41



Financial Analysis Handbook 
2022 Annual / 2023 Quarterly

VI.H. Group-Wide Supervision – Group Capital Calculation (Lead State) Procedures

6 

b. Review the levels of operating leverage for each of the reported
entities in the GCC as well as the same for the prior years as
reported in the GCC to determine if there are particular entities
showing signs of increasing operating leverage which may lead
to future decreases in the GCC ratio or total available capital.

MK, CR, RV, ST, 
OP, RP 

<-10% 

c. For each of the reported entities showing a meaningful decrease
in the GCC due to an increase in operating leverage, request
information that identifies the issues by inquiring first from the
legal entity regulator or the group itself (e.g., non-insurance
company), if applicable.

MK, CR, RV, ST, 
OP, RP 

N/A 

d. If operating leverage has increased, consider if growth may have
resulted from underpriced products or a change in underwriting. 
Specifically inquire to determine if pricing was reduced to
increase sales, or whether the growth is in new product lines or
new geographic focus where the group may not have expertise.
When considering pricing being modified, include those
products that the price is adjusted through crediting rates.

PR/UW, OP, ST N/A 

e. If operating leverage has increased, consider if reserving risk has
also increased, through potential underpricing that ultimately
manifests itself into reserve adjustments. To do so, obtain
current profitability information on the products leading to the
increased leverage.

RV N/A 

f. If operating leverage has increased, obtain current information
on the asset mix to be certain that there is a corresponding
decrease in riskier assets to mitigate the otherwise likely
increase in market and credit risk.

CR, MK N/A 

Unless obvious from the information obtained in step 3, the analyst should proceed to step 5 to understand more 
fully the actions being taken by the group to address the issues identified in step 3. However, in some cases, it’s 
possible that no further follow up with the group will be necessary, and that the lead state should simply update 
the GPS to be certain the main understanding of the issues are known to all of the regulators utilizing the GPS.  

Procedure Step 4-Evaluate the Capital Allocation Patterns 
4. Determine the capital allocation patterns to determine if some entities may put pressure on other

legal entities.

Steps 2 and 3 are critical in understanding the issues faced by the group and in identifying the source of negative 
trends; and while additional follow up with the group is expected, before proceeding to Step 5, the lead state 
should understand the historical capital allocation patterns or the likely future needed capital allocation patterns. 
The GCC includes data on historical capital allocation patterns (e.g., contributed capital received/paid or dividends 
received/paid), which help to illustrate which entities need capital and which entities have capital that can be 
provided. While these patterns do not necessarily repeat themselves from one period to the next, there is often 
consistency in terms of entities that need capital or have excess capital, which may or may not be driven by losses, 
but rather a change in strategy (e.g., increased writings at one company over another). These trends can also assist 
in discussions with the group on where capital may come from as a result of a future unexpected material event. 

1
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Page: 6
Number: 1 Author: Chuck Feinen Date: 7/26/2021 2:22:00 PM 
Just insurance products? 

Number: 2 Author: Chuck Feinen Date: 7/26/2021 2:23:00 PM 
This seems to be inferring from the phrase “entities have capital that can be provided” that the regulators can force capitalization among 
affiliates. Is this intended to say that parent level holding companies are to volunteer to reshuffle capital among subsidiaries? There is a whole 
insurance regulatory scheme and legal system that needs to be contemplated.  

Number: 3 Author: Chuck Feinen Date: 7/26/2021 2:25:00 PM 
Same comment as above
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Where similar information is also disclosed in Form F, the detail in the GCC may confirm what is already known in 
this area and in some cases may provide greater detail.  

Branded Risk Benchmark 

a. Review the data from the GCC to determine the historical
capital allocation patterns within the group and summarize the
result of this analysis.

ST N/A 

b. Using this data, as well as any recent information on net losses,
or likely expected funding, determine if it’s possible any of the
insurance companies will be required to fund future possible
losses from other entities in the group and potentially become
troubled themselves, regardless of the current capital in excess
of RBC requirements.

OP, ST N/A 

Procedure Step 5-Consider the Need for Reductions in Risk 
5. Determine the group’s plans for addressing source(s) of any meaningful decreases in the GCC ratio or

total available capital. Please note, in some cases, the plan may be as simple as actions designed to
reverse a single negative trend.

Steps 5 is designed to assist a review of the insurance company’s plans for addressing any meaningful decreases 
in the GCC ratio or total available capital. The specific plans of the group may or may not fully address all the issues 
but ultimately what is most important is that such information and the regulators plan for evaluating and 
monitoring the situation is known to the other regulators. There is a multitude of possibilities and this guidance is 
not intended to address all of those, including the fact that in some cases some regulators may choose to put their 
legal entity into some type of supervision, conservation or some other form of receivership. Similar to other areas, 
where similar information is also disclosed in Form F, further information may already be known in this area.  

1

2

3

44



Page: 7
Number: 1 Author: Chuck Feinen Date: 7/29/2021 9:20:00 AM 
Further explanation is needed to understand what is meant by “future possible losses and “required to fund future possible losses”.  Is the 
obligation to fund the future possible loss already existing?  If the obligation to fund a future loss already exists, wouldn’t it already be included 
in RBC?

Number: 2 Author: Chuck Feinen Date: 7/26/2021 2:26:00 PM 
Which insurance company?  How is any insurance company required to address the total calculated capital derived from the GCC.  

Number: 3 Author: Chuck Feinen Date: 7/26/2021 2:28:00 PM 
Based on the GCC?  If the insurance entity is meeting RBC under what authority?  
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Branded Risk Benchmark 

a. Obtain a copy of the group’s most recent business plan and
compare it to the prior year plan for variances.  (see
Additional Procedures below for additional follow-up
analysis)

ST N/A 

b. Request information from the group on how it intends to
address the issues or trends identified in Steps 1-3. More
specifically, determine how the group intends to decrease
risk, and by what means.

ST N/A 

c. Based on information received in 5.b., determine the
group’s capacity to reduce risks or raise additional capital.

ST N/A 

d. Where the remaining capital is adequate, document the
findings into the GPS (or another document) and make
available to the supervisory college and or domestic states
with the presumption no further action is deemed
necessary.

ST N/A 

e. Consider whether the collective information suggests  that
any of the U.S. legal entity regulators should  deem the legal 
entity to be in a “Hazardous Financial Condition” and takes
appropriate action to address based upon the facts and
circumstances and the provisions of the state’s law (similar
to NAIC Model 385).

N/A N/A 

f. Where appropriate, consider holding a meeting of the
supervisory college or of all the domestic states to fully
understand the group’s plans. Where appropriate, require
the group to present its plans to the supervisory college or
all the domestic states.

N/A N/A 

g. Where appropriate, determine if the plans proposed by the
group are inadequate to any of the legal entity regulators,
and more specifically if any are considering taking action
over their applicable legal entity. If this is the case, hold a
meeting of the supervisory college or of all the domestic
states to provide this information.

N/A N/A 

h. Where appropriate, consider holding a broader meeting of
all impacted jurisdictions in which the group is selling
insurance. Where appropriate, require the group to present
its plans to all such regulators and for the regulators to
announce their plans.

N/A N/A 

1
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Page: 8
Number: 1 Author: Chuck Feinen Date: 7/26/2021 2:29:00 PM 
Capital is not fungible, risk is not transferable, legal insurance entities RBC triggers the authority of intervention how does the GCC create the 
authority?

Number: 2 Author: Chuck Feinen Date: 7/28/2021 10:45:00 AM 
If the regulated insurer is meeting its RBC how would the Hazardous Financial Condition aspect get triggered?  

Number: 3 Author: Chuck Feinen Date: 7/26/2021 2:31:00 PM 
How is “legal entity regulator” defined?
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Purpose of the Group Capital Calculation (GCC) in Holding Company Analysis 

The following information is intended to provide background and context of the issues/considerations for 
analysts when utilizing the NAIC Group Capital Calculation (GCC) for an insurance holding company (hereafter 
referred to as “group”) completing the GCC where required. 

Background Information 

Beginning in 2008, the NAIC Solvency Modernization Initiative (SMI) began to consider whether there were any 
lessons learned from the financial crisis that would cause the solvency framework to be modified. The NAIC 
determined that changes should be made to the group supervision framework in the area of group supervision, 
starting with the new annual requirement for the Lead State of each group operating in the U.S. to complete a 
written holding company analysis. Since that time, other changes to state laws have been made to further 
enhance group supervision (e.g. Form F, ORSA, and Corporate Governance reporting). All of these new tools are 
inputs into the previously mentioned holding company analysis, which is now summarized into a consistent tool 
used by all states in what is known as the Group Profile Summary (GPS).  

Benefits of the GCC & Methods for Achieving 

The Group Capital Calculation Instructions describes the background, intent, and calculation for the GCC in detail. 
As stated in the Group Capital Calculation Instructions, the GCC and related reporting provides more 
transparency of an insurance group’s structure and related risks to insurance regulators and makes those risks 
more identifiable and more easily quantified. In this regard, the tool is intended to assist regulators in holistically 
understanding the financial condition of non-insurance entities, how capital is distributed across an entire group, 
and whether and to what degree insurance companies’ capital may be put at risk from the operations of non-
insurance entities, potentially undermining the insurance company’s financial condition and/or placing upward 
pressure on premiums to the detriment of insurance policyholders.  

The manner in which the GCC achieves some of these benefits varies. For example, with regard to understanding 
how capital is distributed across an entire group can be seen in two ways, both by viewing the Tab titled “Input 
4-Analytics” as follows: 1) the display of the “Ratio of Actual to Required Capital”; 2) display of “Required Capital” 
in a separate column. The degree of subsidization can also be seen in the “Input 4-Analytics” tab, with the display
of the columns as follows: 1) Capital Contributions Received/(Paid); 2) Net Income. While certainly one year of
information can show this exists, most of this benefit will not be seen until after further years of the GCC are
reported within the template. Once five years of data are displayed in this “Input 4-Analytics” tab, it will allow
the analyst to better understand the financial condition of the group as a whole as well as the non-insurance
entities. Of course, such conclusions can only be made once the analyst can both see such data as well as
understand from the group what is occurring that is leading to such figures.

This calculation provides an additional early warning signal to regulators so they can begin working with a 
company to resolve any concerns in a manner that will ensure that policyholders will be protected. This early 
warning signal can be seen with the trending of the financial information in the “Input 4-Analytics” tab as well 
as through the application of sensitivity analysis in the Input 5 Tab and inclusion of other relevant information 
in the Input 6 Tab . However, the analyst should also understand that other “qualitative tools” such as the Form 
F, are capable of also providing early warning signals if properly reported by the group. In addition, since most 
holding company systems may have a larger percentage of their operations in the insurance businesses, the 

1
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Number: 1 Author: Chuck Feinen Date: 7/26/2021 2:40:00 PM 
What is meant by “company” in this sentence?
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insurance trends for the U.S. insurers in the group should already be known and made available to the lead-state 
by the legal entity regulator. However, in the context of added policyholder protection, this largely comes into 
play with respect to the added quantitative data on non-insurers.  

The GCC is an additional reporting requirement but with important confidentiality protections built into the legal 
authority to require such reporting. State insurance regulators already have broad authority to take action when 
an insurer is financially distressed, and the GCC is designed to provide regulators with further insights to allow 
them to make informed decisions on both the need for action, and the type of action to take. While the new 
information from the GCC may offer new insights, its equally important to understand that it will be up to the 
analyst to work with the insurance group to actually understand what is leading to the figures reported in the 
GCC, and from that perspective, especially in the early years of the GCC, it will require learning by both the 
analyst and the group to really be able to utilize the GCC in a manner as suggested in these introductory 
paragraphs.  

Other Considerations When Considering Such Benefits 

Recent events and economic conditions (i.e., pandemic, recession, etc.) can create stresses on a group, 
reinforcing the value of the quantitative data included in the GCC. Some stresses are similar to those experienced 
during the financial crisis and others are more unique. However, because the GCC is based upon a methodology 
that gets its inputs from individual legal entities, the capital calculated for each legal entity certainly can only 
capture the allowed capital resources of the legal entities in the group. While such an aggregation-based 
methodology is an appropriate group-level capital measure, until experience is gained with the GCC, it is not 
known as to how the GCC will behave in response to business cycles and various risk events, given in part because 
it only recognizes limited diversification benefits among entities in the group except for the diversification 
embedded in existing entity specific regulatory capital requirements. And while the GCC is not meant to be used 
in a way that compares groups to each other, it’s also true that its unknown how it will behave across groups, 
peers and even sectors. This is true both because of its limited diversification benefit, the differences between 
group types (mutual v. stock holding company), grouping of entities, and scope of entities included in the 
calculation. But also because application of jurisdictional accounting principles and use of scalars could have an 
impact on this as well via the foreign insurer profile of the group. The quantitative data collected in the GCC will 
evolve as state insurance regulators and insurance groups increase their understanding of the impact on 
available capital and calculated capital.  

The following guidance on the GCC is intended to be utilized in a manner that allows the GCC to enhance group-
wide financial analysis and to be used as an additional input into the GPS. The GCC provides the quantification 
of risk within the group and when combined with the information from the ORSA on the amount of capital 
needed to run the company’s current business model, puts the regulator in a much better position to understand 
the available capital and calculated capital within a group, as well as the financial condition of the group. Both 
are complimentary tools to each other, with the ORSA providing management’s internal approach to capital 
management, and beneficial in understanding the economics of the group, the GCC provides a standard model 
that can better enable the analyst to understand where the entire group stands with respect to existing legal 
entity requirements as well as broad measures of risk for non-insurers.  
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Page: 2
Number: 1 Author: Chuck Feinen Date: 7/26/2021 2:41:00 PM 
What is meant by “legal entity regulator”?

Number: 2 Author: Chuck Feinen Date: 7/26/2021 2:42:00 PM 
It should be made clear that the authority is limited to the individual insurance entity.

Number: 3 Author: Chuck Feinen Date: 7/26/2021 2:43:00 PM 
Not sure how a group would need to do anything based on the GCC.

Number: 4 Author: Chuck Feinen Date: 7/26/2021 2:45:00 PM 
The nature and availability of capital is not changing nor is the authority given to the state regulator who as identified above is only authorized to
regulate the individual legal insurance entity.

Number: 5 Author: Chuck Feinen Date: 7/26/2021 2:47:00 PM 
How is “company” defined?  

Number: 6 Author: Chuck Feinen Date: 7/26/2021 2:48:00 PM 
Not sure a comment is needed here but the acknowledgment of the differentiation is good.
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Utilization of the Group Capital Calculation in the Lead State’s Responsibilities 
The lead state is responsible for completing the holding company analysis and documenting a summary of that 
analysis in the GPS. The depth and frequency of the holding company analysis will depend on the characteristics 
(i.e., sophistication, complexity, financial strength) of the insurance holding company (group) system (or parts 
thereof), and the existing or potential issues and problems found during review of the insurance holding 
company filings.  

It can be summarized that the analysis of the GCC will be used in a similar fashion under this guidance since it 
provides the depth of the review in the “five-step process” will vary by group and situations where for example 
in some groups, very little if any work (inquiries of the group) will be done after the first step due to a generally 
strong GCC figure and generally positive trends of the ratio over time, while in other groups, the analyst may 
need to proceed through each of the five steps. Exactly how the analyst proceeds through the guidance will be 
dictated by a multitude of factors and requires judgement.    

GCC Construction That Also Impact its Utilization and Review 

Some decision points may be addressed prior to the submission of a GCC template.  These include: the scope of 
application (e.g. whether segments of the holding company system should be excluded for financial 
conglomerates); whether a limited filing will be allowed (as permitted in Model Law #440 and Model Regulation 
#450); and whether subgroup reporting (as defined in the GCC instructions) of a foreign insurance group will be 
required. In general, the analytics provided by the GCC will be similar for all entities included in the template. 
See the end of this section (Primer on the Group Capital Calculation Formula) to better understand these points. 
These facts are also a consideration in determining the depth of the analysis of the GCC and subsequent 
correspondence with the group. Refer to chapter VI.B. Roles and Responsibilities of Group-wide Supervisor/Lead 
State for details on responsibilities for completing the GPS. 

The utilization of the GCC can be summarized as an additional input into the GPS. More specifically, once the 
analyst completes their review of the GCC, the overall ratio, the trend of the ratio, a summary should be 
incorporated into the GPS to help support the assessment of strategic risk.  

Documentation of Review of the GCC in the Group Profile Summary (GPS) 

The purpose of procedures is to document the GCC into the GPS. The following provides an example of a GCC 
Summary that represents the minimum expected input of the GCC into the GPS, with additional information also 
reported within the Strategic branded risk classification. The other purpose of this section is to determine if 
more follow-up should be performed and, if so, to assess the results of that additional review. The following is 
intended to assist in understanding summary documentation of the GCC to be included in the GPS.   

1
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Group Capital Calculation (GCC) Summary 

Summarize your assessment of the GCC both quantitatively and qualitatively, including any such items as may 
not be applicable to a branded risk category. For example, it may be appropriate to indicate “The review of the 
group’s GCC indicated the scope of the application is consistent with the lead state’s determination” and if 
possible to summarize succinctly, the general scope of the GCC. For example, “the GCC includes all U.S. and 
Bermuda operations, but excludes ABC non-insurance operations in South American countries”. It may also be 
appropriate to identify key drivers of risks for the group within the GCC that are discussed later in the branded 
risk categories, as those risks may be related to and supplement existing risk assessments derived from holding 
company analysis or they may be new risks that warrant further review. “The group’s GCC of 201% in the current 
year was impacted by a decline in Total Available Capital of $X which is related to group’s non-insurance 
operations in Bermuda and as well as the negative impact of market risks in the U.S. insurance legal entity ratio 
components, which based on further analysis has resulted from the recent financial market volatility”.  

Branded Risk Assessment 

 Strategic: The group’s Group Capital Calculation is assessed as low and stable, and is a positive consideration in 
the overall assessment of strategic risk.  The GCC has generally been strong and consistent over the past five 
years as illustrated in the following table. Additionally, refer to the GCC Summary for further details.  

CY    PY    PY1  PY2   PY3  

GCC Ratio  201%    207%     163%   202%      197% 

GCC Summary and Strategic Branded Risk Documentation: 
The above information documented in a summary section of the GPS and into the Strategic branded risk is 
expected to be the primary type of information that is always documented into the GPS since the GCC does 
provide a capital measurement of the group and consistent with the branded risk categories, should be reported 
in the strategic risk section. Similar to how RBC for individual insurance company is helpful in allowing the analyst 
to better evaluate other potential issues given capital represents a relative measure of cushion for adverse risks, 
the GCC and inclusion herein helps regulators to understand the same relative to a group. While the GCC is not 
a capital requirement, with specified ladders of intervention, each of the insurance legal entity figures are 
relative to individual company requirements, and therefore the GCC can provide a relative measure of strength 
against such minimum capital levels of the insurers.  

Other Branded Risk Documentation: 
To the extent the ratio was trending negatively, or available capital was decreasing, the analyst may choose to 
include more information in the strategic section of the GPS that summarizes any key drivers of such if they did 
not fall into one of the branded risk categories. Those drivers of the change would likely be documented in other 
specific branded risk categories, for example Pricing/Underwriting if driven by weak insurance underwriting, or 
Reserving if the drivers were reserve deficiencies, etc. References to other branded risk categories may also be 
appropriate. However, practically speaking, this may not always occur or be possible for the analyst to pinpoint 
given the multitude of risks within any insurers regulatory capital requirement formulas. This guidance is simply 
meant to suggest that if the GCC does in fact appear to show particular trends that are noteworthy on specific 

1
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risks such as the underwriting branded risk, further documentation into that (applicable) branded risk may be 
appropriate. 

A determination for when documentation of risks from the GCC into other branded risk categories may be 
appropriate is driven by both the question of whether any of the thresholds in Procedures 1a-1e were met, and 
the information obtained from the rest of the GCC information as described in Procedures 2-4. The GCC 
Summary is intended to be high-level, therefore other more detailed observations from reviewing the GCC 
should generally not be documented into the GPS unless they are specifically insightful, add to a high-level 
understanding of the group’s financial condition, as shown in the example above, or are specific to a branded 
risk category as stated.  

Other Considerations: 
In addition to the broad guidance provided herein on the documentation of the GCC into the GPS, the analyst 
should also understand the following more general points that could impact the GCC result for a particular group, 
judgement is required when considering these points: 

• If the group has a significant amount of business in legal entities that are domiciled in jurisdictions whose 
capital regime is based on market-based valuations, the GCC will inherently be more volatile (as
compared to a pure U.S.-based group for which RBC and statutory valuations are the norm).

• Similarly, a group may have legal entities that are solely based in jurisdictions that utilize a standard
model for capital requirements or have entities in jurisdictions where the use of internal models has
been approved. All else being equal, the manner in which capital measures quantify requirements and
behave over time will differ to some extent between the two. Also, a change from a standard method
to one based on internal models for a key subsidiary will likely produce a noticeable change in the GCC
that is not reflective of changes in the entity’s underlying business.

• The GCC provides a means for analysts to identify non-insurance operations outside of the insurance
group and to determine the extent of risk they may pose to the insures within the group. However, in
doing so, analysts should understand that findings from review of Forms B, D and F might be equally
valuable in these situations.

• When evaluating capital requirements for non-insurer financial entities that are not subject to regulatory 
capital requirements, consideration should be given to the appropriateness of the GCC’s capital charge
for a specific entity’s financial operations (e.g. an entity conducting large volume or size of complex
transactions but with little net revenue or equity).

• When evaluating capital requirements for non-insurer / non-financial entities  consideration should be
given to the appropriateness of the level of risk assigned to specific entities.

Detailed Observation Documentation: 
More detailed observations shall be documented separately from the GPS and in a form not dictated by the 
NAIC.  As in all holding company analysis, the level of documentation is determined by the state insurance 
department and is dependent on the characteristics and complexity of the group and its risks. These detailed 
observations generally need to only note observations that are indicative of drivers of trends and/or actions 
being taken by the group to mitigate risks. In some cases, these points can be easily summarized into the GPS, 
in other cases they are too detailed and should be documented instead within the separate document not 
dictated in form by the NAIC. The analysts are not expected, nor should they spend time documenting subtle 
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changes within either the GCC or individual company movements that either do not create a trend at the group 
level or identify a growing weakness in the group. However, judgment is required to make this determination. 
For example, a 10% decrease in an RBC ratio of one of the smaller insurers within the group generally would not 
be documented, although a 10% decrease in an RBC ratio in one of the larger insurers in the group that causes, 
or jointly with other insurers, causes a 10% decrease in the GCC should be noted. However, it should be 
understood also that this 10% threshold is not intended to be a used as a “bright-line”, and in fact it’s possible 
the 10% is not necessarily indicative of any negative trends at all. This could be the case when for example there 
was a change in the regulatory capital requirement. Therefore, again, judgement is required in making these 
determinations and this, as well as other thresholds used in this guidance are not meant to be bright-lines. As 
the GCC is used more, both by the individual analyst, as well as all of the states, using judgement around these 
threshold are expected to become easier.   

Specific Procedures for Completing Analysis of the GCC 
It should be understood that if the analyst determines after completing any of the above procedures (steps), 
that no further work is deemed necessary to fully document the material risks of the group observable from the 
GCC (as well as the required information to be included in all GPS from the GCC), this should be documented by 
the analyst in any workpapers deemed appropriate by the state and the general reasons therefore. In making 
this determination, it should be reiterated these procedures are not intended to be used in a checklist manner 
and judgement based upon existing information on the group obtained from the Form F, ORSA, or any other 
source is certainly part of that judgement decision.  

Procedures Step 1a-1e 
The purpose of procedures 1a-1e is to assess the GCC level and to identify the drivers of any changes in the GCC, 
in order to summarize and to document that overall assessment in the GPS and its strategic risk category, which 
is the minimum expected input of the GCC into the GPS. However, the analyst should understand that in the 
early years of the GCC, limited amount of prior year(s) comparative data will be available, therefore requiring 
more judgement in determining where further analysis is warranted. Such judgement may need to be based 
upon various factors, including but not limited to other known information regarding the applicable group 
obtained from other sources (e.g. ORSA, Form F, Form B, etc).  

Procedure 1 is also intended to help the analyst determine if more follow-up analysis work should be performed. 
However, if the answer to any of the questions in 1a-1e is “yes”, the analyst should proceed with step 2, 
evaluating decreases in total available capital and/or step 3, evaluating increases in leverage to determine the 
cause(s) of the negative trends. In the example provided above, the ratio is above 150%, which suggests further 
review may not be necessary. In addition, the trends are positive with no decreases in the base ratio and the 
only year below the 150% benchmark being in PY1 where presumably the analyst may have performed some 
level of inquiry to the holding company to understand the driver of the drop. Even then the drop was below the 
Handbook’s predefined threshold of 10% and may not have been necessary.  

Procedures Step 2a-2m 
Unlike step 1, the intent of the step 2 (and 3) is to determine the actual source of the negative issues and where 
to document them in the GPS. Procedure 2a is specifically focused on identifying the category of legal entities 
(and subsequently the individual legal entities) that might be driving the issues by looking at the ratio of actual- 
to-required capital for the legal entity insurers over the available years reported. The following sample of a table 
from the GCC calculation completed by the group from the data in Schedule 1 can be helpful in determining the 
source of the issues. 

1
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Insurance Capital Table Ratio of Actual to Required Capital 

Template Groupings 
2024 2023 2022 2021 2020 

[1] [2] [3] [4] [5] 
RBC Filing U.S. Insurer 

(P&C) [1] XXXX XXXX XXXX 

RBC Filing U.S. Insurer 
(Life) [2] XXXX XXXX XXXX 

RBC Filing U.S. Insurer 
(Health) [3] XXXX XXXX XXXX 

RBC Filing U.S. Insurer 
(Captive) [4] XXXX XXXX XXXX 

Non-RBC filing US. Insurer [5] XXXX XXXX XXXX 
Canada - Life [6] XXXX XXXX XXXX 

Canadian - P&C [7] XXXX XXXX XXXX 
Bermuda - Other [8] XXXX XXXX XXXX 

Bermuda - Commercial 
Insurers [9] XXXX XXXX XXXX 

Japan - Life [10] XXXX XXXX XXXX 
Japan - Non-Life [11] XXXX XXXX XXXX 
Solvency II - Life [12] XXXX XXXX XXXX 

Solvency II -- Composite [13] XXXX XXXX XXXX 
Solvency II - Non-Life [14] XXXX XXXX XXXX 

Australia - All [15] XXXX XXXX XXXX 
Switzerland - Life [16] XXXX XXXX XXXX 

Switzerland - Non-Life [17] XXXX XXXX XXXX 

Procedure 2b recognizes that the GCC does allow some debt to be included in capital up to a predetermined 
limit and can drive the overall GCC ratio. The following sample table taken from the GCC calculation using the 
data in Schedule 1 can be helpful in making this determination.  Cases where debt is issued to address risk driven 
reductions in the GCC ratio, may not offset those reductions. This data metric may not be available in the case 
of a “limited filing”. 

Debt/Equity Table Debt/Equity ($) 
Template 
Groupings 

2024 2023 2022 2021 2020 
[1] [2] [3] [4] [5] 

Total [8] XXXX XXXX XXXX 0 0 

Procedure 2c recognizes that profitability is generally one of the biggest drivers of changes in capital and utilizing 
the following table from the GCC can assist in identifying if there are entities reporting net losses that may be 
driving the decreases in capital. The following table taken from the GCC using the data in Schedule 1 can be 
helpful in determining the source of the issues.  

Income & Leverage Table Net Income ($) Return on Capital 

Template Groupings 
2024 2023 2022 2021 2020 2024 2023 2022 2021 2020 

[1] [2] [3] [4] [5] [1] [2] [3] [4] [5] 
US Ins [1] XXXX XXXX XXXX XXXX XXXX XXXX 
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Non-US Ins [2] XXXX XXXX XXXX XXXX XXXX XXXX 
Non-Financial Entities [3] XXXX XXXX XXXX XXXX XXXX XXXX 

Bank [4] XXXX XXXX XXXX XXXX XXXX XXXX 
Asset Manager [5] XXXX XXXX XXXX XXXX XXXX XXXX 
Other Financial 

w/Capital Requirement [6] XXXX XXXX XXXX XXXX XXXX XXXX 

Financial Entities w/o 
Capital Requirements [7] 

Total [8] XXXX XXXX XXXX 0 0 XXXX XXXX XXXX 

If the source of the issues is the insurers, the following sample from a table from the GCC using the data in 
Schedule 1 can be helpful in determining the source of the issues among the insurers.  

Core Insurance Table 1 Net Income ($) Return on Capital 

Template Groupings 
2024 2023 2022 2021 2020 2024 2023 2022 2021 2020 

[1] [2] [3] [4] [5] [1] [2] [3] [4] [5] 
RBC Filing U.S. 
Insurer (P&C) [1] XXXX XXXX XXXX XXXX XXXX XXXX 

RBC Filing U.S. 
Insurer (Life) [2] XXXX XXXX XXXX XXXX XXXX XXXX 

RBC Filing U.S. 
Insurer (Health) [3] XXXX XXXX XXXX XXXX XXXX XXXX 

RBC Filing U.S. 
Insurer (Captive) [4] XXXX XXXX XXXX XXXX XXXX XXXX 

Non-RBC filing US. 
Insurer [5] XXXX XXXX XXXX XXXX XXXX XXXX 

Canada - Life [6] XXXX XXXX XXXX XXXX XXXX XXXX 
Canadian - P&C [7] XXXX XXXX XXXX XXXX XXXX XXXX 

Bermuda - Other [8] XXXX XXXX XXXX XXXX XXXX XXXX 
Bermuda - 

Commercial 
Insurers 

[9] XXXX XXXX XXXX XXXX XXXX XXXX 

Japan - Life [10] XXXX XXXX XXXX XXXX XXXX XXXX 
Japan - Non-Life [11] XXXX XXXX XXXX XXXX XXXX XXXX 
Solvency II - Life [12] XXXX XXXX XXXX XXXX XXXX XXXX 

Solvency II -- 
Composite [13] XXXX XXXX XXXX XXXX XXXX XXXX 

Solvency II - Non-
Life [14] XXXX XXXX XXXX XXXX XXXX XXXX 

Australia - All [15] XXXX XXXX XXXX XXXX XXXX XXXX 
Switzerland - Life [16] XXXX XXXX XXXX XXXX XXXX XXXX 

Switzerland - Non-
Life [17] XXXX XXXX XXXX XXXX XXXX XXXX 

Procedure 2d is focused on requesting more specific information from the legal entity regulator or the group to 
better identify the source of the issue(s). Procedures 2e-2l simply contemplates that if the source of the issues 
can be identified into one of the branded risk categories, to document as such in the detailed workpapers and 
into that the appropriate category of the GPS. However, it’s recognized that the source of issues may be in 
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multiple branded risk categories, in which case documentation of each of the sources into the detailed 
workpapers is still appropriate. However, documentation into one of the single branded risk classifications of 
the GPS is only appropriate if that risk category is a material driver of the negative trends. Procedure 2m is 
intended to identify if the source of the issues is related to non-insurance operations. The GCC is intended to 
provide for more consistent analysis of risks to the insurer that may originate from non-insurance entities within 
the holding company system.  

Procedures Step 3a-3f 
Procedure 3a is specifically focused on identifying the category of legal entities (and subsequently the individual 
legal entities) that might be driving the issues by looking at the leverage ratios. The following sample of a table 
from the GCC calculation using the data in Schedule 1 can be helpful in determining the source of the issues. 

Insurance Leverage Table Net Premium Written ($) Liabilities ($)/Capital & Surplus 

Template Groupings 
2024 2023 2022 2021 2020 2024 2023 2022 2021 2020 

[1] [2] [3] [4] [5] [1] [2] [3] [4] [5] 
RBC Filing U.S. 
Insurer (P&C) [1] XXXX XXXX XXXX XXXX XXXX XXXX 

RBC Filing U.S. 
Insurer (Life) [2] XXXX XXXX XXXX XXXX XXXX XXXX 

RBC Filing U.S. 
Insurer (Health) [3] XXXX XXXX XXXX XXXX XXXX XXXX 

RBC Filing U.S. 
Insurer (Captive) [4] XXXX XXXX XXXX XXXX XXXX XXXX 

Non-RBC filing US. 
Insurer [5] XXXX XXXX XXXX XXXX XXXX XXXX 

Canada - Life [6] XXXX XXXX XXXX XXXX XXXX XXXX 
Canadian - P&C [7] XXXX XXXX XXXX XXXX XXXX XXXX 

Bermuda - Other [8] XXXX XXXX XXXX XXXX XXXX XXXX 
Bermuda - 

Commercial 
Insurers 

[9] XXXX XXXX XXXX XXXX XXXX XXXX 

Japan - Life [10] XXXX XXXX XXXX XXXX XXXX XXXX 
Japan - Non-Life [11] XXXX XXXX XXXX XXXX XXXX XXXX 
Solvency II - Life [12] XXXX XXXX XXXX XXXX XXXX XXXX 

Solvency II -- 
Composite [13] XXXX XXXX XXXX XXXX XXXX XXXX 

Solvency II - Non-
Life [14] XXXX XXXX XXXX XXXX XXXX XXXX 

Australia - All [15] XXXX XXXX XXXX XXXX XXXX XXXX 
Switzerland - Life [16] XXXX XXXX XXXX XXXX XXXX XXXX 

Switzerland - Non-
Life [17] XXXX XXXX XXXX XXXX XXXX XXXX 

Hong Kong - Life [18] XXXX XXXX XXXX XXXX XXXX XXXX 
Hong Kong - Non-

Life [19] XXXX XXXX XXXX XXXX XXXX XXXX 

Singapore - All [20] XXXX XXXX XXXX XXXX XXXX XXXX 
Chinese Taipei - All [21] XXXX XXXX XXXX XXXX XXXX XXXX 
South Africa - Life [22] XXXX XXXX XXXX XXXX XXXX XXXX 
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South Africa - 
Composite [23] XXXX XXXX XXXX XXXX XXXX XXXX 

South Africa - Non-
Life [24] XXXX XXXX XXXX XXXX XXXX XXXX 

Mexico [25] XXXX XXXX XXXX XXXX XXXX XXXX 
China [26] XXXX XXXX XXXX XXXX XXXX XXXX 

South Korea [27] XXXX XXXX XXXX XXXX XXXX XXXX 
Malaysia [28] XXXX XXXX XXXX XXXX XXXX XXXX 

Chile [29] XXXX XXXX XXXX XXXX XXXX XXXX 
Brazil [30] XXXX XXXX XXXX XXXX XXXX XXXX 
India [31] XXXX XXXX XXXX XXXX XXXX XXXX 

Other Regime [32] XXXX XXXX XXXX XXXX XXXX XXXX 
TOTAL [33] XXXX XXXX XXXX XXXX XXXX XXXX 

Procedure 3b is more forward looking by suggesting the analyst look at the same leverage ratios used in 3a to 
determine if the trends might continue and lead to further decreases in the GCC ratio. Procedure 3c simply 
requests the analyst use the leverage information to target questions to the group to better identify the drivers. 
Procedure 3d-3f are all questions designed to help the analyst consider whether the changes in leverage will 
lead to greater underwriting risk, reserving risk, or market and credit risk. Procedures 3d-3f provide general 
inquiries for additional information for the analysis, however, these inquiries may also  appropriately provide a 
basis for the analyst to enter conversations with the group on the same topics to understand how the group 
views these topics and how the group is managing and monitoring these risks. For groups filing an ORSA, see 
also documentation within the ORSA report for additional information on the identified risks and the group’s 
monitoring of risks, as well as consistency of the discussion with management and managements observations 
in the ORSA Summary report.  

Procedures Step 4a-4b. Procedure 4a is intended to help the lead state understand the historical capital 
allocation patterns or the likely future needed capital allocation patterns by simply documenting in the detail 
analysis workpapers. This includes, for example, noting that there is consistency in the entities generating net 
income and distributing it further through the group, and in some cases may require distribution through other 
insurers, which in the US often requires approval if considered extraordinary. Procedure 4a is intended to utilize 
that knowledge, along with other planned actions of the group, to understand whether problems with repaying 
debt or other obligations in the group could occur. The intent is to be in a better position for discussions with 
the group on where capital may come from to support future expected activity or future unexpected material 
events. The following sample of  tables from the GCC calculation using  data in Schedule 1 can be helpful in 
determining the source of the issues. 

Insurance Capital Table Capital Contributions $ Received/(Paid) 

Template Groupings 
2024 2023 2022 2021 2020 

[1] [2] [3] [4] [5] 
RBC Filing U.S. Insurer (P&C) [1] XXXX XXXX XXXX 
RBC Filing U.S. Insurer (Life) [2] XXXX XXXX XXXX 

RBC Filing U.S. Insurer (Health) [3] XXXX XXXX XXXX 
RBC Filing U.S. Insurer (Captive) [4] XXXX XXXX XXXX 

Non-RBC filing US. Insurer [5] XXXX XXXX XXXX 
Canada - Life [6] XXXX XXXX XXXX 

Canadian - P&C [7] XXXX XXXX XXXX 
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Bermuda - Other [8] XXXX XXXX XXXX 
Bermuda - Commercial Insurers [9] XXXX XXXX XXXX 

Japan - Life [10] XXXX XXXX XXXX 
Japan - Non-Life [11] XXXX XXXX XXXX 
Solvency II - Life [12] XXXX XXXX XXXX 

Solvency II -- Composite [13] XXXX XXXX XXXX 
Solvency II - Non-Life [14] XXXX XXXX XXXX 

Australia - All [15] XXXX XXXX XXXX 
Switzerland - Life [16] XXXX XXXX XXXX 

Switzerland - Non-Life [17] XXXX XXXX XXXX 

Insurance Capital Table Intragroup Dividends $ Received/(Paid) 

Template Groupings 
2024 2023 2022 2021 2020 

[1] [2] [3] [4] [5] 
RBC Filing U.S. Insurer (P&C) [1] XXXX XXXX XXXX 
RBC Filing U.S. Insurer (Life) [2] XXXX XXXX XXXX 

RBC Filing U.S. Insurer (Health) [3] XXXX XXXX XXXX 
RBC Filing U.S. Insurer (Captive) [4] XXXX XXXX XXXX 

Non-RBC filing US. Insurer [5] XXXX XXXX XXXX 
Canada - Life [6] XXXX XXXX XXXX 

Canadian - P&C [7] XXXX XXXX XXXX 
Bermuda - Other [8] XXXX XXXX XXXX 

Bermuda - Commercial Insurers [9] XXXX XXXX XXXX 
Japan - Life [10] XXXX XXXX XXXX 

Japan - Non-Life [11] XXXX XXXX XXXX 
Solvency II - Life [12] XXXX XXXX XXXX 

Solvency II -- Composite [13] XXXX XXXX XXXX 
Solvency II - Non-Life [14] XXXX XXXX XXXX 

Australia - All [15] XXXX XXXX XXXX 
Switzerland - Life [16] XXXX XXXX XXXX 

Switzerland - Non-Life [17] XXXX XXXX XXXX 

Procedures Step 5a-5h. Procedures 5a-5h are designed for those rare situations where the group has a need to 
reduce risk given the alternative of raising capital may be unlikely (see appendix for further discussion on that 
topic). In performing this procedure, it should be understood that procedure 2 (Evaluating Decreases in Total 
Capital) and Procedure 3 (Evaluating Increases in Operating Leverage) have already been considered, and 
therefore it has been concluded that either capital is decreasing or operating leverage is increasing. As such, 
after considering information that may already be available to the regulator on the business plan, Procedure 5b 
is largely focused on better understanding directly from the group the drivers of the apparent negative trends. 
It should be understood that some of these trends may have already been known, through for example the 
ORSA, and discussions by the lead state regarding such takeaways from such ORSA discussions. In fact, if already 
known, the key takeaways may already be documented in the GPS and therefore the remaining procedures in 
this section may be irrelevant and could be skipped if recently already considered and evaluated. In addition, to 
be sure, such trends from Procedure 2 and 3 may not suggest anything more needs to be done, in fact that is 
why the first procedure is focused on an existing business plan since its possible these trends may have been 
expected. In fact, Procedure 5a is based upon the belief that reducing risk by the group may have already been 
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incorporated into the group’s latest business plan, which may have already been obtained from the Annual Form 
F Filing. 

Procedure 5b on the other hand contemplates that the manner to address any negative trends may not have 
already been incorporated into the latest business plan and simply contemplates the analyst speaks with the 
group to understand how the group intends to address the issue. The existence of this procedure is not meant 
to suggest action must be taken by any regulator, rather to understand what the group is already doing to 
address the issue. To be sure, some of what the group is already doing may already be known by the lead state, 
either through the ORSA, the Form F, or a periodic meeting with the group that some states conduct annually 
with all groups. Rather, the procedure provides an opportunity for the analyst to make sure they understand the 
drivers and what if anything the group is doing to address. To be clear, increases in operating leverage are often 
planned, and often come with them expected future actions by the group, such as capital injections or future 
transactions that may reduce risk. Therefore, these discussions would allow these actions to be completely 
documented and understood. Meanwhile, decreases in capital sometimes are not expected, and may not result 
in immediate action if any, but it’s possible that it may lead to the group to take future actions, or contemplate 
future possible actions. Therefore, these discussions would allow these potential actions to be completely 
documented and understood.  

Procedure 5c contemplates assessing if the group has the ability and resources to either reduce its risks or to 
raise additional capital. See the section below for further Considerations of the Group’s Capacity to Raise Capital. 
This procedure is not intended to suggest the analyst has the capacity to make this determination on their own, 
but rather to question the reasonableness of the possibility. Procedure 5d contemplates that the group may 
believe no action is necessary because it believes current capital is adequate to meet its business plan and is 
more likely to be the case when the company experienced a one-time reduction of capital as opposed to a 
growth in leverage that may continue. Procedure 5c is for the rare situation where the legal entity insurers have 
been strained enough or face impending pressure contemplated within NAIC Model 385–Model Regulation to 
Define Standards and Commissioner's Authority for Companies Deemed to be in Hazardous Financial Condition 
that would suggest one or more of the insurers may be in a hazardous financial condition. Procedure 5f is 
designed to suggest the analyst bring the collective supervisors of the legal entity insurers together for a 
supervisory college to fully understand what is occurring and the group’s plans for addressing the issues it is 
facing. Procedure E6 is an extension of Procedure E5 as it contemplates the regulators discussing whether they 
believe the proposed actions from the group are adequate. This action could represent something either 
informally done before an insurer is in a regulatory action level, or formally once an insurer is in a regulatory 
action level. Procedure E7 is similar to the other actions contemplated within a supervisory college or, for 
example, to address a troubled insurance company under Accreditation requirements regarding communication 
with other states.  

Additional Procedures – Business Plans 
While there is a multitude of possibilities and this guidance is not intended to address all of those, the following 
provides some summary of related issues that may be helpful to the analyst (See also section 6 to consider the 
structure of the group and capital infusion issues).  

Group’s Business Plan: 

Planning Process: 

1

2

3

4

5

6
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Page: 12
Number: 1 Author: Chuck Feinen Date: 7/26/2021 4:22:00 PM 
This bothers me as I just don’t see the group formulating a business plan.

Number: 2 Author: Chuck Feinen Date: 7/26/2021 4:23:00 PM 
Again what issue, there is no required capital and if the individual entities meet RBC on what authority is this being asked?

Number: 3 Author: Chuck Feinen Date: 7/26/2021 4:24:00 PM 
Same as above.

Number: 4 Author: Chuck Feinen Date: 7/26/2021 4:25:00 PM 
The whole paragraph is beyond legal authority.

Number: 5 Author: Chuck Feinen Date: 7/26/2021 4:39:00 PM 
Not sure if this is accreditation standard.  It is not as broadly worded as I believe the NAIC would like it to be.

Number: 6 Author: Chuck Feinen Date: 7/26/2021 4:26:00 PM 
The whole paragraph is beyond legal authority. 
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• Group system’s overall planning process (e.g., who is involved, how frequently it occurs, etc.) and how
the overall initiatives are determined

• Understand the group’s estimate of the impact of the proposed actions on financial results

• Review the plan’s assumptions for reasonableness. Consider the likelihood of variations in the
assumptions and the resulting impact on the future financial results

o Consider subcategories of changes including:

 Overall potential changes in investment strategy

 Overall potential changes in underwriting strategy or existing concentrations

 Overall impact on financing matters (e.g. debt, requirements, etc.)

 Overall impact on derivatives to mitigate economic conditions

 Overall changes in governance or risk management procedures

 Increased ceded reinsurance transactions (common approach to reducing
risk/increasing surplus):

• Details regarding the revised strategy

• Specifics on types of coverage such as assumption reinsurance, loss portfolio
transfers

• Transfer of risk considerations

Variances to Projections: 

• Consider the group’s history of explanations regarding variances in projected financial results and the
insurer’s actual results. If analysts determine the goals of the business plan are not attainable and/or
projections are unreasonable, a revised business plan may be requested;

• Identify any internal or external problems not considered in the plan that may affect future financial
results. Examples of such problems include the following: 1) the existence of competitors to limit future
sales levels; 2) recent state legislation restricting the company’s product designs; or 3) the loss of key
marketing personnel.

Evaluating a Business Plan: 

Analysts should consider further detail where necessary in evaluating the proposed revised business plan but 
also monitor, on a periodic basis, the insurer’s progress in achieving the initiatives included in the group’s 
plan. The goal of any plan is the improvement of the underlying causes that led to the issues and an 
improvement in subsequent GCC base ratio results. Detail considerations for improving the plan may include 
the following (where considered inadequate): 

• Trending comparative measures of targeted risk exposures including (where applicable):

o Asset mix by detailed types
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o Credit risk by detailed types

o Business writings/ratios by detailed product

• Impacts on financing items:

o Projected cash flow movements for ongoing principal and interest payments on debt

o Impact on debt interest coverage ratio, other debt covenants, rating agency ratings

o Discussion of impact on parental guarantees and/or capital maintenance agreements

o Expected source and form of liquidity should guarantees be called upon

• Impact of reasonable possible stress scenarios

• How the legal entities capital will be maintained at required levels

Consultation with Other Regulators 

• Consult with members of the supervisory college (if applicable) or other domestic states for input in
evaluating the revised business plan

Considerations of Group’s Capacity to Raise Capital 
The following is designed simply as a reminder of considerations the lead-state would contemplate when 
discussing the group system response to the issues identified in this section. More specifically, in most situations 
a group will first consider ways to reduce risk but in limited situations they may consider trying to raise additional 
capital. While this is typically not an option for a group that is currently not performing as it anticipated, in some 
situations alternative sources of capital can be raised if the holders of the new capital are given rights that are 
attractive to the holder. In addition, in some cases the group may have the ability to issue other forms of capital 
(e.g., debt), which can be used to inject into the insurance subsidiaires. While these facts are not unique to the 
utilization of the group capital calculation, they are worth a reminder along with relevant other related details.  

New Equity Considerations 
Public Holding Company 
While no two groups are the same, issuing public stock may be limited for the reasons previously identified. In 
addition, regulators are reminded that a public holding company may be obligated to pay dividends in order to 
maintain expectations of their shareholders, making the reduction of risk a more viable action under the 
circumstances. 

Private Holding Company 
While no two groups are alike, a private company has some of the same characteristics as a public company in 
terms of owners’ expectations, but usually such expectations differ from a public company and it may be more 

1

2

3
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Page: 14
Number: 1 Author: Chuck Feinen Date: 7/26/2021 4:44:00 PM 
The group doesn’t raise capital.

Number: 2 Author: Chuck Feinen Date: 7/26/2021 4:44:00 PM 
If Illinois ever asks this of the State Farm group we should not respond unless a legal insurance entity is identified. 

Number: 3 Author: Chuck Feinen Date: 7/26/2021 4:46:00 PM 
Now they are breaking it down to maybe the parent entity but still if SF Mutual meets RBC we are done.
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feasible for a private company given their access to specific individuals that may have a higher interest in higher 
capital rights.  

Mutual Insurance Company 
A mutual insurer is limited in terms of its access to capital because it cannot issue new stock. 

Mutual Holding Company 
Because mutual holding companies have characteristics of both public companies and mutual companies, there 
are implications of how such a structure affects its operations.  

Non-profit Health Company 
Insurers that are non-profits are generally charitable organizations and it is not uncommon that some types of 
insurers, particularly those that provide health insurance, to have some history as a non-profit. It may be helpful 
to understand these types of dynamics when considering a group structure.  

Fraternal Associations 
Regulators often find similarities between a fraternal benefit society and a mutual insurer because both can be 
limited in terms of their ability to raise additional funds.  

Reciprocal Exchanges 
Regulators often find similarities between reciprocal exchanges and fraternal benefit societies and mutual 
insurers because they can be limited in terms of their ability to raise additional funds. Although this is a general 
consideration for the regulator when evaluating the group system, there is generally much more that must be 
understood before coming to this conclusion because in some cases, the reciprocal may be able to assess policies 
that can serve a similar purpose as raising capital.  

New Debt Considerations 

Through discussions with the group, understand the potential impact of any new debt on the group system, 
including specifically the extent of future additional reliance on the insurance operations and whether those 
insurers have the capacity for such. Consider also an updated review on the following: 
• Total debt service requirements.
• Revenue streams expected to be utilized to service the debt.
• Any new guarantees for the benefit of affiliates.
• Any new pledge assets for the benefit of affiliates.
• Any new contingent liabilities on behalf of its affiliates

International Holding Company Considerations 
International Holding Company Structure 
This section is applicable only to those international groups that are required to complete the GCC, which may 
be relatively small considering many international holding companies have a non-US groupwide supervisor and 
are exempt from the GCC. Those foreign groups that are required to complete the GCC will generally file a 
“subgroup” GCC that included entities that are part of the group’s U.S. operations In those situations, the 
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analysts should understand the structure to determine if it has any impact on this analysis. For example, a 
German-based holding company may have advisory boards established to communicate with U.S. regulators. 
Analysts should direct any regulatory concerns to the  appropriate organization contact to ensure a prompt reply 
or resolution if the insurance regulator is not responding.  

Capital / Operational Commitment to U.S. Operations 
Some foreign holding companies may consider their U.S. enterprises non-core and consequently show weaker 
commitment to their ongoing business operations or financial support. In recent years, after sustaining 
continued losses from U.S. subsidiaries, several prominent foreign holding companies decided to cease their U.S. 
operations and liquidate their assets. Analysts should be aware of a holding company’s stated commitment to 
ensure the continued stability of U.S. operations. This commitment may include a written or verbal parental 
guarantee. 
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Primer on the Group Capital Calculation Formula 
The National Association of Insurance Commissioners (NAIC) began development of the Group Capital 
Calculation (GCC) in late 2015 following extensive deliberation on potential measurement models and 
methodologies. The GCC uses a bottom-up aggregation approach, accounting for all available capital/financial 
resources, and the required regulatory capital based on the measurement of assets and liabilities of the various 
corporate entities, including insurers, financial and non-financial businesses.  

The GCC Aggregation Methodology 
As illustrated in the sample tables above, the proposed GCC is an aggregation or grouping of the available 
financial resources and calculated required capital of all  legal entities in an insurance group that potentially pose 
material risk to the insurers in the group. The GCC allows some discretion in determining what entities under 
common control but outside of the defined Insurance Group may be excluded from the scope of application in 
the GCC.  When reviewing a group’s choice of entities to be excluded from application of the GCC, the following 
points should be considered: 

• The regulatory evaluation should be based on the criteria for material risk (e.g. structural separation; 
no history of cross subsidies, or other criteria as defined in the GCC instructions);

• Group requests for reducing the scope of application of the base GCC should be based on supporting
information and rationale provided by the Group;

• Information on excluded entities should be made available upon request by the analyst.

The GCC includes the following types of entities and sets forth the general approach of calculated capital toward 
each.  

U.S. Insurers – The available capital of U.S. domiciled insurers is determined by statutory accounting principles 
(SAP) as defined by state law and the NAIC Accounting Practices and Procedures Manual, which defines assets, 
liabilities, and in-turn net available capital/financial resources, sometimes referred to as policyholder surplus. 
The calculated capital for these insurers is subject to state law that requires these insurers to maintain minimum 
capital based on the applicable NAIC Risk-Based Capital formula at 200% x Authorized Control Level (Trend Test 
level). 

Non-U.S. insurers – Similar to the available capital and calculated required capital of U.S. insurers, the available 
and calculated capital of non-U.S. insurers is determined by reference to the home jurisdiction’s basis of 
accounting and capital requirements converted to U.S. dollars. While most non-U.S. jurisdictions do not possess 
the same level of industry specific technical guidance, as included in the NAIC Accounting Practices and 
Procedures Manual, all jurisdictions have established accounting standards that insurers are required to follow 
to determine available capital/financial resources. In some cases, this represents local Generally Accepted 
Accounting Principles (GAAP), which may or may not be consistent with International Financial Reporting 
Standards (IFRS).   

DRAFTING NOTE: While the GCC utilizes the available capital and home jurisdictions’ capital requirement, for 
jurisdictions where data is available  appropriate scalars are currently being explored to produce comparable 
measures for risk which can be aggregated into the group-wide measure.  One such scaling methodology is 
included as part of sensitivity Analysis in the GCC template. That scalar methodology uses aggregated data from 
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the U.S. and other jurisdictions at first intervention level to recognize that (for example), state regulators often 
have much higher reserve requirements that are required to be carried as required capital in other jurisdictions. 
For jurisdictions where the data is not available, the full jurisdictional requirement at first intervention level us 
used. 

U.S. Insurers Not Subject to RBC – Some types of U.S. insurers are not subject to an RBC formula (e.g., Financial 
Guaranty Insurers, Title Insurers). For these entities, the available capital/financial resources is determined by 
reference to state law and the NAIC Accounting Practices and Procedures Manual. However, since an RBC 
formula does not exist, calculated capital is determined by reference to the state minimum capital requirements 
set out in state law (or 300% of reserves for Title insurers). For U.S. captive insurers, available capital is 
determined based upon the states accounting requirements, but the calculated capital is required to be 
calculated using the applicable RBC formula even if RBC does not apply to that entity in their state of domicile.  

Banking or Other Financial Service Operations Subject to Regulatory Capital Requirements – Non-insurers such 
as banks are subject to their own regulatory valuation methods (typically GAAP with tiering of available capital) 
and their own regulatory capital requirements (e.g. OCC, Federal Reserve, FDIC or other requirements for banks). 
These regulatory values are used for the GCC.  

Financial and non-financial operations not subject to regulatory capital requirements – In general, financial 
entities (as defined in the GCC Instructions) are subject to a higher capital charge in the GCC than the non-
financial entities. However, the GCC does require available capital/financial resources and calculated capital to 
be gathered for all such entities that pose a material risk to insurers. In both cases the GCC will utilize the 
valuation used by such legal entities (typically U.S. GAAP) and a calculated capital based upon a risk factor.  There 
are two important exceptions: 

• All entities within the defined insurance group (definition included in GCC Instructions) must be included
• All financial entities (definition included in GCC Instructions) must be included
• The level of risk (low / medium / high) and associated capital calculation assigned to a financial entity

will be selected by the group and evaluated by the lead-State reviewer
• Non-financial entities that are subsidiaries of U.S. insurers, foreign insurers or banks where a capital

charge for the non-financial entity is included in the regulated Parent’s capital formula will remain with
the Parent and will not be inventoried.   Regulators already have access to the financials of these entities
if needed (if causing unrealized losses within the insurer).

Eliminations 
The GCC uses an aggregation and elimination approach, where each of the above legal entities’ available 
capital/financial resources and calculated capital are combined, then eliminations are utilized to prevent any 
double counting of available capital/financial resources or calculated capital. The following example illustrates 
the use of eliminations for both available capital/financial resources and calculated capital. However, in practice 
the GCC only requires the foreign insurers and other financial entities owned by an insurance company to be 
“de-stacked” so if AA Holding Company was a U.S. insurer (e.g. AA Insurance Company) the capital required and 
calculated capital for DD Insurance Agency as a nonfinancial entity would remain in the values of AA Insurance 
Company and not be de-stacked.  
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EE Insurance Group (EEIG) 

Calculation of ARC 

1 Amount of TAC for Subs as follows: (30.0M + 6.0M + 2.0M)

Entity TAC Less: 
Subs’ TAC 

Adjusted TAC 

AA Holding Co. 50.0M  (38.0M)1 12.0M 

BB Life Insurance 
Co. 

30.0M 0 30.0M 

CC Insurance Co.   6.0M 0   6.0M 

DD Ins. Agency   2.0M 0   2.0M 

ARC (EEIG 
Group Total) 

50.0M 

EEIG Financial Information 

1 For Non-RBC filers this is regulatory available capital or stockholder equity 
2 There is no regulatory capital for these entities when owned by a non-regulated entity. 

Calculated Capital is added @ 10.5% x stand-alone ARC 
3 Authorized Control Level (ACL) RBC or Prescribed Capital Requirement for non-U.S. 

insurers  

Calculation of MRC 

1 Estimated post covariance factor of 10.5% @ CAL x ARC per GCC added for AA 
Holding Co. and DD Ins. Agency 

2 Amount of Calculated Capital for Subs as follows: (3.0M +1.6M + .21M) 
3 Applies to U.S. insurer only to increase level to Company Action Level (CAL) RBC 

Entity Total Available 
Capital 

Minimum 
Regulatory Capital 

AA Holding Company 50.0 Million   02 
BB Life Insurance 
Company 

30.0 Million    3.0 Million3 

CC Insurance 
Company 

  6.0 Million1    1.6 Million3 

DD Insurance Agency   2.0 Million1   02 

Entity ACL or 
Calculated 
Capital1 

Less: Subs’ 
Calculated 
Capital 

Adjusted 
Calculated 
Capital 

 Multiply  
 by 2.03 

MRC 

AA Holding Co.   6.07M   (4.81M) 2   1.26M NA  1.26M 

BB Life Ins. Co.   3.0M 0   3.0M 6.0M  6.0M 

CC Insurance Co.   1.6M 0   1.60M NA  1.6M 

DD Ins. Agency  0.21M 0  .21M NA  0.21M 

MRC Total 9.07M 

In the above example, available capital/financial resources are referred to as available regulatory capital (ARC) 
and total authorized capital (TAC1) and minimum calculated capital is referred to as minimal regulatory capital 
(MRC) and authorized control level (ACL2). The GCC will allow non-insurance / non-financial entities owned by 
RBC filers in the group to remain within the available capital and regulatory capital so no eliminations are required 
for these entities.  As shown, since AA Holding Company owns each of the other business entities in the 
organizational chart, $38 million (which is the amount of available capital/financial resources in the subsidiaries 
of AA) is eliminated from the TAC column since accounting methods include those as an asset on AA Insurance 
Company’s balance sheet.    Also, the GCC includes capital calculations for AA Holding Company and DD Insurance 
Agency as part of the MRC in addition to the regulatory capital already included for the insurance subsidiaries.   
The MRC of the subsidiaries is eliminated from the parent’s (AA Holding Company) calculated capital. Therefore, 
in this example $4.81 million of calculated capital is eliminated from the MRC.  Finally, the MRC of U.S. insurance 
subsidiary is multiplied by 2 in order to reflect Company Action Level (CAL) RBC as required in the GCC.  

1 Terminology used in RBC for available capital/financial resources 
2 Terminology used in RBC for calculated regulatory capital 

AA Holding Co 
(Non operating 

Holding Company)

BB Life Ins.Co.
(U.S. RBC Filer)

CC Insurance Co. 
(Non-U.S. Insurer)

DD 
Insurance 

Agency
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Debt-It is important to note that the available capital used in deriving the GCC recognizes a portion of the group’s 
senior and hybrid debt as capital. This allowance recognizes that debt that is not already recognized as available 
capital/financial resources under all known accounting principles (SAP, U.S. GAAP or IFRS) may have some value 
to the group under the U.S. insurance regulatory requirements where such is dividend down to the insurance 
companies and where extraordinary dividends must be approved by the state.  Qualifying debt along with 
limitations thereon is described in the GCC instructions as is the calculation for the additional available capital. In 
addition to looking at the group’s debt leverage overall consideration should be given to how the allowance for 
additional capital from debt interacts with changes in available capital and capital requirements from year to year. 
The impact of procyclical changes in the allowance for debt as capital should be assessed. 

Other Information Included in the GCC 
The GCC includes selected financial information (net income, premiums, liabilities, debt, etc.) that are captured in 
Schedule 1 and in the “Analytics” tabs of the GCC that are meant to be used to help isolate potential strengths 
and weaknesses of the group and more specifically where such exist among the entities in the group. Some 
important information related to other features in the GCC also should be considered and are discussed below. 
Schedule 1, a simplified version of the Inventory Tab, and most analytics are required in the case of a “limited 
filing”. However, data is not required for the capital instruments, sensitivity analysis and other information tabs 
in a limited filing.  

Grouping - The GCC separately allows certain financial entities (e.g. asset managers) and non-financial entities 
included in the GCC to have their values and capital calculation combined (grouped) for more efficient reporting 
and analysis. Although the GCC instructions set parameters for such grouping, the general expectation is that 
regulators will work with each applicable GCC filer in determining where grouping is and is not appropriate outside 
of what is allowed within the GCC Instructions.  Grouping should be viewed in context of materiality.  A single 
entity conducting a given activity may not be material, but when all entities conducting the same activity are 
combined, they can be material. 

Excluded entities – The GCC provides two mechanisms for the exclusion of non-financial entities in Schedule 1 and 
in the Inventory Tab at the discretion of the lead state.  State regulators should consider whether any of the 
information collected in the GCC template in support of, is collected for an entity or group of similar entities that 
would otherwise be excluded from the GCC ratio calculation.  Regulators should separately monitor increases in 
the level of activity of an “excluded” entity or group of similar entities for purposes of materiality and potential 
subsequent inclusion in the GCC.   

Sensitivity analysis – A tab devoted to individual sensitivity analysis is included in the GCC.  These informational 
items provide the regulator with impact of discretion in excluding listed entities and alternative perspectives on 
risk charges for non-financial entities and foreign insurers.  Monitoring of these items can help the regulator 
identify areas where the GCC may be improved or capital calculations adjusted in the future. A sensitivity analysis 
increases the overall calibration of the capital requirements in the GCC from its normal 200% x ACL RBC calibration 
to 300% x ACL.  This should be used as an initial benchmark to conduct further analytical review.  No other cushion 
should be applied.  

Accounting Adjustments - The impact of accounting adjustments and related detailed information is collected in 
the GCC template in the Inventory Tab and in the Other Information Tab respectively.  Such adjustments can be 
material during the de-stacking process.  For example, a consolidated holding company may include GAAP values 
for entities that would otherwise be valued under regulatory accounting rules (e.g., Statutory Accounting 
Principles - SAP) on a stand-alone basis.  When the regulated entity is de-stacked the difference between the GAAP 
values and SAP values will be removed from the group’s available capital.  These “lost” values can result in a 
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material reduction in the inventoried available capital compared to consolidated available capital.   Understanding 
the impact and the components of this adjustment can help the regulator when considering the impact of issuing 
new debt or when evaluating the allowance for debt as capital calculated in the GCC template.  

Intangible Assets – Acquisitions, mergers and reorganization often can create significant intangible assets at a 
holding company level or possibly at an operating company (other than a regulated entity) level.  The GCC 
template collects information on intangible assets held by inventoried entities in the Other Information Tab.   The 
available capital associated with the value of entities whose assets are materially comprised of intangible assets 
should be evaluated in the context of fungible resources and in assessing the adequacy of the capital calculation 
assessed on such entities.  

Dividend pass-thru (gross view of dividends) – Schedule 1D collects information on dividends paid and received 
within the group.  It also includes a column that indicates whether dividends were declared but not yet paid, as 
well as cases where dividends received where retained or “passed thru” to another affiliate or paid out in 
dividends to shareholders.   This information will assist the regulator in evaluating the movement of capital within 
the group to fund strategic insurance and non-insurance operations or activities (e.g. expansion of activities) or to 
fund entity specific capital shortfalls. It also provides a window to capital leaving the group (e.g. debt repayment, 
stock repurchase, or dividends to shareholders).  
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July 31, 2021 

Dan Daveline, Director, Financial Regulatory Services, NAIC 
By e-mail at: ddaveline@naic.org 

Re: Proposed Revisions to the Financial Analysis Handbook Relating to the Group Capital Calculation 

Mr. Daveline:  

This submission is on behalf of a group of seven interested parties (IP Group) and in response to a May 
18, 2021 exposure by the Group Capital Calculation (E) Working Group (GCCWG) and by the Financial 
Analysis Solvency Tools (E) Working Group (FASTWG). The exposure relates to proposed guidance about 
the Group Capital Calculation (GCC) that has been drafted for inclusion in the NAIC’s Financial Analysis 
Handbook (FAH) for eventual use by financial analysts of state insurance departments.  

First, the IP Group appreciates the opportunity to engage with you and with members of the GCCWG 
and FASTWG on this important matter. The GCC is the outcome of a significant effort that has been 
underway at the NAIC since 2015. Each of the individual organizations that comprise the IP Group have 
been actively engaged with the GCCWG and NAIC staff over that period to assure that the GCC is 
appropriate for the state-based insurance regulatory regime and the insurance market in the United 
States.  

In addition to the GCC itself as a metric, it will be critical that the way it will be analyzed and used by 
state insurance departments is consistent with the GCC’s intended purpose, design, and related 
measures that are now incorporated into the NAIC’s model Insurance Holding Company System 
Regulatory Act (#440) and corresponding model Insurance Holding Company System Model Regulation 
(#450). It is with that important goal in mind that the IP Group has focused its efforts to provide you and 
working group members with feedback on the subject exposure.  

As you are aware, the IP Group had the opportunity to review an earlier draft of the proposed FAH 
changes and to respond to your request that it determine if the draft guidance was consistent with the 
IP Group’s understanding of the intended use of the GCC. The IP Group shared its comments with you in 
an e-mail and attachment that was submitted on May 17, 2021, noting some inconsistencies between 
the draft guidance and the IP Group’s understanding of the GCC or of its intended use, as well as other 
concerns involving the following areas described herein:   

 Calibration of the GCC and the FAH threshold for more in-depth analysis
 Representations about the benefits that analysts may realize from use of the GCC
 The five-step approach to determining the extent of the analysis
 A suggested “exit ramp” to include in the five-step approach
 The process to finalize and adopt the proposed text
 Clarity of text
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In many respects, the comments herein, and as reflected in marked text changes in the attachments 
(Attachment A – Analyst Reference Guide; and Attachment B – FAH Guidance), are aligned with our 
prior comments submitted on May 17. Accordingly, the topics covered in the prior letter help to frame 
the IP Group’s current comments, noting where changes have been made to alleviate our prior concerns 
if such is the case.  

The undersigned members of the IP Group hope that you will find these findings and recommendations 
to be constructive and look forward to discussing them with you and GCCWG/FASTWG members.  

Sincerely, and on behalf of the IP Group: 

America’s Health Insurance Plans – Bob Ridgeway  
American Council of Life Insurers – Mariana Gomez 
American International Group, Inc. – Marty Hansen 
American Property Casualty Insurance Association – Steve Broadie 
Anthem, Inc. – Doug Wright 
Blue Cross and Blue Shield Association – Joseph Zolecki 
UnitedHealth Group – Jeff Martin 
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Findings and Recommendations of the IP Group 
Proposed Revisions to the Financial Analysis Handbook Relating to the Group Capital Calculation 

Submission of July 31, 2021 

Calibration of the GCC and the FAH threshold for more in-depth analysis 

We observe that the FAH draft uses 150% GCC as a benchmark, below which the 5-step process 
advances into deeper inquiries and analysis of the group’s situation. Further, references in the FAH text 
link the 150% to the RBC trend test and/or the GCC sensitivity test. In that regard, we have the following 
concerns and recommendations:  

1. The FAH includes a benchmark that is intended to help analysts determine whether additional
degrees of analysis are needed. While the stated benchmark may appear similar to the
measures used in the trend or sensitivity tests, those measures were determined for very
different purposes than the GCC and are each calibrated differently.1 The RBC trend test is a
measure (in addition to other action levels in the RBC model act) that can result in regulatory
action at the legal entity level. The sensitivity test helps GCCWG members assess the impact of
the change in calibration (300% to 200% of ACL RBC) that was made to the GCC in October 2020.
The GCC on the other hand is an analytical tool designed to provide regulators with more insight
into risks in a group.  Linking the GCC benchmark to the RBC trend test – while also referencing
the GCC sensitivity test – will give rise to the same confusion and other concerns that were
noted in the fall of 2020.  Therefore, any proposed benchmark value must align with the GCC
ratio’s basis of calibration and reflect the Working Group’s decision to adopt as a basis for the
GCC calibration 200% ACL RBC, which is reflected in the October 30, 2020 meeting minutes,
along with the Chair’s instruction to update the FAH accordingly. We also recommend that the
FAH strike references to the sensitivity test to avoid confusion.

2. We are not aware of any quantitative analysis that was performed to determine an appropriate
benchmark level for the GCC. It appears that the use of 150% in the current draft of the FAH was
a judgment call or an attempt to mirror the RBC capital adequacy assessment in the FAH.2

Meanwhile, the current trial implementation process is about to enter its analysis phase. We
have also recommended that the FAH guidance as to how a proposed GCC benchmark would be
used to trigger additional in-depth analysis be subjected to a similar trial or further quantitative
analysis by lead states in parallel with the submission of data by trial implementation
participants, before any GCC thresholds are adopted in the FAH. The first filings of GCC data are
not expected until 2023 based on year-end 2022 data, so there is no pressing need to establish a
particular benchmark in the meantime. The additional two years of filings will provide
meaningful data to inform any proposed benchmarks. Incorporating GCC results from those
filings will give regulators a greater understanding of the distribution of GCC results across a

1 The RBC trend test is calibrated at 100% ACL RBC, the GCC ratio is calibrated at 200% ACL RBC, the GCC sensitivity 
“test” is calibrated at 300% ACL RBC.  
2 A 300% GCC sensitivity analysis ratio is not the same as a 300% RBC trend test because they are each calibrated 
using different denominators (300% ACL vs. 100% ACL).  
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greater number of insurance groups than those that are involved in the current implementation 
trial.  

Going forward, experience with annual filings made beyond the trial and initial implementation 
will provide additional feedback and any benchmark should be periodically assessed to assure 
that it remains at an appropriate level.  Given the need for further evaluation of GCC results – 
including the degree to which GCC results compare to underlying RBC amounts given that, 
currently, there are some differences in their respective underlying risk calculations/ 
requirements -- we recommend that a GCC benchmark not be established pending further 
analysis of actual GCC results. If a GCC benchmark is included in the exposed FAH, the text 
should clearly note that the benchmark is a placeholder, pending further analysis. We suggest 
that the GCCWG and NAIC staff avail themselves of the additional information that will be 
forthcoming in the near future through the trial and initial implementation to evaluate proposed 
benchmarks – including whether one is necessary for the GCC and, if so, to form the basis for a 
more informed determination of the benchmark.  

Consequently, the IP recommends including the following in the proposed guidance, as shown in 
marked text on page 1-2 of the Regulatory Guidance (Attachment B):  

Procedure Step 1 suggests that a review of the components of the GCC is appropriate 
when either the GCC ratio is trending downward or the GCC ratio is below an initial 
suggested threshold.   Analysts should be mindful at all times that any stated threshold 
is for analysis purposes only and does not constitute a trigger for regulatory action (nor 
is such a trigger provided at any GCC level in the provisions of the Model Holding 
Company Act and Model Holding Company Regulation. Further, they should be mindful 
that the respective calibration levels differ between the GCC and RBC. When a threshold 
is provided, it should be viewed as an opportunity for an analyst to understand issues 
and concerns that may be emerging and address them with the group, if needed.   

Finally, as experience in gained with the GCC and with these analysis procedures, the 
threshold for analytical purposes will be revisited periodically and remains subject to 
change. 

In addition to that change, the IP’s redlined documents include corresponding edits to make 
each description of Step 1 consistent with the text above. 

Representations about the benefits that analysts may realize from use of the GCC 

As reported to you in our prior submission of May 17, 2021, the IP Group believes that in various 
passages of the proposed text, the benefits that regulatory financial analysts may receive from use of 
the GCC are overstated. Some of the draft text seems to put more credence in the GCC as a metric than 
is believed to be appropriate without the benefit of actual experience over at least a couple of annual 
reporting cycles.  

The IP Group provided examples of areas where the text could be more fully descriptive or caveated in 
order to articulate the GCC in a more appropriate context. In the current draft exposure, we note that 
some of the examples that the IP previously provided have now been incorporated in the text, and we 
appreciate that. However, the IP Group continues to believe that other passages can be improved with 
additional context so that analysts can better understand not just the purported benefits of the GCC, but 
also the various factors that, if not adequately considered as well, may lead to inappropriate 
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conclusions.  Therefore, the IP Group has included in the attachments marked text changes intended to 
address other concerns raised in its prior letter, including the following:  

 The metrics used for analysis (e.g., 10% change or “trend”) may need to be updated based on
experience working with the GCC over time.

 A decline in the GCC could be due, at least in part, to a change in regulatory capital
requirements of one or more legal entities within the group and would not necessarily represent
a “negative” development.

 The draft language states: “While there are numerous benefits of the GCC over consolidated
approaches, the ability to drill down on the drivers is one of the more significant and is
consistent with the states approach to not just looking at capital, but to the drivers of capital
issues.” The IP Group has included this recommended text as well for additional context: “While
the mechanics of the GCC approach will introduce some opportunities for analysis, potential
limitations do exist depending on the extent of de-stacking and grouping of entities in the GCC
template. While the data will provide a “road map” of sorts as to the location of capital and risks
within the group, the level of detail will vary by group.  Thus, the GCC will provide a quantifiable
means to decomposing group components for analysis, but qualitative considerations by the
analyst will be necessary as well, the extent and nature of which will inherently vary by group.
Again, this highlights the need to assure that analysts consider information from other analytical
tools, not just the GCC in isolation.”

The five-step approach to determining the extent of the analysis 

The proposed five-step process is a somewhat simplistic approach, and the IP Group sees the benefit in 
terms of providing a consistent approach and methodology for analysts to use, as well as for 
accreditation review teams to independently assess that documented procedures have been followed. 
The IP Group also is of the view that the approach is generally consistent with the stated intent of the 
GCC as an analytical tool, and that it is appropriate to “dig deeper” in certain cases for further analysis.  

The IP Group’s May 17, 2021 letter expressed some concern that the approach may appear in some 
instances to cross over from analysis and into regulatory action. Upon further consideration, the 
approach seems reasonable if it is viewed in the broader context of a regulatory tool that is not intended 
to serve as a prescribed capital requirement that would trigger regulatory action, rather as an analytical 
tool; the GCC should be considered along with various inputs from the totality of sources and tools 
available to the analyst and that any such conclusions (e.g., regarding the need to reduce risk and/or 
raise capital) would be based holistically in an overall context.  

With that in mind, the IP Group has included at the outset of Attachment A the following marked text: 

The purpose of including the GCC in the lead state’s holding company analysis is to provide the 
analyst’s understanding and rationale for the scope of application of the GCC (which entities 
within the holding company structure are included in the GCC calculation); whether the level of 
the GCC or recent trends evidence concerns that should be addressed with the group’s 
management; whether the supporting schedules of underlying legal entity data show indications 
of concern that should similarly be addressed with the group or with the respective legal entity’s 
supervisor; and whether such information which is presented in the GCC filing is generally 
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aligned with other information available to the analyst, and if not, why not, and whether that 
evidences other questions or concerns that should be addressed, or how they may already have 
been resolved. 

Notably, the purpose of the GCC is not to trigger regulatory action. The GCC-related provisions 
in the Model Holding Company Act and the Model Holding Company Regulation do not provide 
for such a trigger; the GCC thus is not actionable in and of itself. Any regulatory action would 
have to result from other information available to the regulator and based on existing legislated 
authority. Thus, even though the GCC is intended as a group-wide measure and provides insights 
as to capital adequacy and risks across the group, state insurance regulatory authority to take 
action remains largely focused at the legal entity level. 

The insertion of the above text also serves to describe the “Purpose of the Group Capital Calculation 
(GCC) in Holding Company Analysis.” While that is the heading of the subject section of the document, 
absent the inclusion of the above text a “purpose” does not otherwise appear to be articulated in the 
document.  

A suggested “exit ramp” to include in the five-step approach 

Again, the five-step process provides a means to incrementally “dive deeper” into further areas of 
analysis. The IP Group would however like some clarity as to whether all the steps necessarily have to be 
completed; for example, if the analyst has completed the step 1 analysis and there is no indication of 
concerns, there would seem to be no need to perform step 2 (and, by extension, other steps). With that 
in mind, the IP Group suggests that the guidance also provide indicators that would lead to an 
appropriate “exit ramp” from those detailed levels. In other words, if a deeper dive results in additional 
findings that enable the analyst to conclude that initial concerns are unwarranted, then the analysis 
process should “reset” at the next higher level.  

The process to finalize and adopt the proposed text 

The IP Group has some questions and potential concerns about the process to finalize and adopt the 
proposed guidance. With a 2021 data collection and trial implementation exercise set to commence this 
spring, an opportunity arises for participating lead states to test the proposed FAH guidance as they 
review data submissions from volunteer groups. The IP Group encourages lead states to do so, not just 
to test the proposed procedures solely in the context of the GCC, but also in the broader context of how 
well inputs from other analytical tools (ORSAs, Enterprise Risk Reports, etc.) can inform the GCC (or vice 
versa) to yield a more comprehensive analysis.  

Moreover, many existing analytical tools are applied at the legal entity level, whereas the GCC gives an 
aggregated view of the group but also eliminates intracompany investments and balances, has 
allowances for qualifying debt as capital, and incorporates capital resources and capital charges from 
regulated and non-regulated entities outside the insurance group. Thus, how the GCC will relate to the 
RBC of underlying insurance legal entities (e.g., of the flagship insurer in the group) will depend on a 
number of factors which will vary from one group to the next. Gaining an understanding of that 
relationship will take time and experience and can inform further modifications to the FAH text that 
could be useful to analysts.  
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Feedback from testing the proposed FAH guidance can then be used to improve its text with respect to 
the five-step process and integration of processes and findings with other analytical tools. While the 
current proposed text is a good start and instructive as a proof of concept, the IP Group believes that it 
should not be considered final until it has also been subjected to trials and testing by lead state analysts. 

The IP Group would also like to better understand whether, and if so, through what process, the FAH 
guidance will consider the work of certain international workstreams at the NAIC (or vice versa). For 
example, the E.U.-U.S. Covered Agreement has already influenced to some extent the timing of 
completion and adoption of the GCC by the NAIC, and the timing of its proposed implementation by lead 
states of U.S.-based groups that are engaged in cross-border business in the E.U.  Another example 
involves the comparability of the Aggregation Method with the IAIS Insurance Capital Standard, and 
what that may imply about the GCC and how it will be used by lead states.  

Clarity of text 

In the IP Group’s previous submission, it was noted that draft text would benefit from a thorough 
editing process to improve its clarity and readability. In this current submission, the IP Group has made 
numerous marked text changes in both attachments, in order to improve clarity; incorporate the 
matters described above; incorporate additional items that also stem from our prior comments; and to 
adjust the text where we have come across passages that appear to deviate from our understanding of 
the intended use of the GCC.  
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Purpose of the Group Capital Calculation (GCC) in Holding Company Analysis 

The purpose of including the GCC in the lead state’s holding company analysis is to provide the analyst’s 
understanding and rationale for the scope of application of the GCC (which entities within the holding company 
structure are included in the GCC calculation); whether the level of the GCC or recent trends evidence concerns 
that should be addressed with the group’s management; whether the supporting schedules of underlying legal 
entity data show indications of concern that should similarly be addressed with the group or with the respective 
legal entity’s supervisor; and whether such information which is presented in the GCC filing is generally aligned 
with other information available to the analyst, and if not, why not, and whether that evidences other questions 
or concerns that should be addressed, or how they may already have been resolved. 

Notably, the purpose of the GCC is not to trigger regulatory action. The GCC-related provisions in the Model 
Holding Company Act and the Model Holding Company Regulation do not provide for such a trigger; the GCC 
thus is not actionable in and of itself. Any regulatory action would have to result from other information available 
to the regulator and based on existing legislated authority. Thus, even though the GCC is intended as a group-
wide measure and provides insights as to capital adequacy and risks across the group, state insurance regulatory 
authority to take action remains largely focused at the legal entity level.  

The following information is intended to provide background and context ofconcerning the 
issues/considerations for analysts when utilizing the NAIC Group Capital Calculation (GCC) for an insurance 
holding company group (hereafter referred to as “group”) completing the GCC where required. 

Background Information 

Beginning inIn 2008, the NAIC Solvency Modernization InitiativeSolvency Modernization Initiative (SMI) began 
to consider whether there were any lessons learned from the financial crisis that would cause the solvency 
framework to be modified. The NAIC determined that changes should be made to the group supervision 
framework in the area of group supervision, starting with the new annual requirement for the Lead State of each 
group operating in the U.S. to complete a written holding company analysis. Since that time, other changes to 
state laws have been made to further enhance group supervision (e.g.., Form F, ORSA, and Corporate Governance 
reporting). All of these new tools are inputs into the previously mentioned holding company analysis, which is 
now summarized into a consistent tool used by all states in whatthat is known as the Group Profile Summary 
(GPS).  

Benefits of the GCC & Methods for Achievingto Achieve Them 

The Group Capital Calculation Instructions describes the background, intent, and calculation for the GCC in detail. 
As stated in the Group Capital Calculation Instructions, the GCC and related reporting provides more 
transparency of an insuranceabout a group’s structure and related risks to insurance regulators and makes those 
risks more identifiable and more easily quantified. In this regard, the tool is intended to assist regulators in 
holisticallybetter understanding the financial condition ofrisks that non-insurance entities may pose to the group, 
how capital is distributed across an entire group, and whether and to what degree insurance companies’ capital 
may be put at risk from the operations of non- insurance entities, potentially undermining the insurance 
company’s financial condition and/or placing upward pressure on premiums to the detriment of insurance 
policyholders.  

The manner in which the GCC achieves some of these benefits or points varies. For example, with regard to 
understanding how capital is distributed across an entire group, this can be seen in two ways, both. One is by 
viewing the Tab titled “Input 4-Analytics” as follows: 1) the display of the “Ratio of Actual to Required Capital”; 2) 
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display of “Required Capital” in a separate column. The degree of subsidization can also be seen in the “Input 4-
Analytics” tab, with the display of the columns as follows: 1) Capital Contributions Received/(Paid); 2) Net 
Income. While certainly one year of information can show this exists, most of this benefit will not be seen until 
after further years of the GCC are reported within the template. Once at least five years of data are displayed in 
this “Input 4-Analytics” tab, it will allow the analyst to better understand the financial condition of the group as 
a whole as well as the risks posed by non-insurance entities. in the group. Of course, such conclusions can only 
be made once the analyst can both see suchsees the data as well as understandand understands from the group 
what is occurring that is leading to such figures.  

Recognizing that legal entity supervision and related tools (e.g., RBC) is the primary means to address concerns 
about policyholder protection, the GCC may provide

This calculation provides an additional early warning signal to regulators so they can begin working with a 
company to resolve any concerns in a manner that will ensureregarding risks or activities of non-insurers within 
the group that policyholders will be protectedmay pose material risk to the insurance operations. This early 
warning signal can be seen with the trending of the financial information in the “Input 4-Analytics” tab as well 
as through the application of sensitivity analysis in the Input 5 Tab and inclusion of other relevant information 
in the Input 6 Tab . However, the analyst should also understand that other “qualitative tools””, such as the Form 
F, are capable of also providing early warning signals if properly reported by the group. In addition, since most 
holding company systems may have a larger percentage of their operations in the insurance businesses, the 
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insurance trends for the U.S. insurers in the group should already be known and made available to the lead- state 
by the legal entity regulator. by the domestic state regulator of the insurer(s). However, in the context of added 
policyholder protection, this may largely comescome into play with respect to the added quantitative data 
onfrom non-insurers.  

The GCC is an additional reporting requirement but with important confidentiality protections built into the legal 
authority to require such reporting. State insurance regulators already have broad authority to take action when 
an insurer is financially distressed, and the GCC is designed to provide regulators with further insights to allow 
them to make informed decisions on both the need for action, and the type of action to take. That said, the GCC 
and the related provisions in the NAIC’s Model Holding Company Act and corresponding regulation are not 
designed or otherwise intended for regulators to take regulatory action based on the reported level of a group’s 
GCC. Regulators will use other existing tools and authorities to take action, primarily at the legal entity level.  

While the new information from the GCC may offer new insights, itsit is equally important to understand that it 
will be up to the analyst to work with the insurance group to actually understand what is leading to the figures 
reported in the GCC, and from that perspective, especially in the early years of the GCC, it will require learning 
by both the analyst and the group to really be able to utilize the GCC in a manner as suggested in these 
introductory paragraphs.  

Other Considerations When Considering Such Benefits 

RecentUnforeseen events and economic conditions (i.e.,.g., like the recent pandemic, recession, etc.) canmay 
also create stresses on a group, reinforcing the value of the quantitative data included in the GCC. Some stresses 
are similar to those experienced during the financial crisis and others are more unique. However, because the 
GCC is based upon a methodology that gets its inputs from individual legal entities, the capital calculated for each 
legal entity certainly can only capture the allowed capital resources of the legal entities in the group. While such 
an aggregation-based methodology is an appropriate group-level capital measure, until experience is gained 
with the GCC, it is not known as to how the GCC will behave in response to business cycles and various risk events, 
given in part because it only recognizes limited diversification benefits among entities in the group except for 
the diversification embedded in existing entity specific regulatory capital requirements. And while the GCC is not 
meant to be used in a way that compares groups to each other, it’sit is also true that itsit is unknown how it will 
behave across groups, peers and even sectors. This is true both because of its limited diversification benefit, the 
differences between group types (mutual v. stock holding company), grouping of entities, and scope of entities 
included in the calculation. ButIt is also true because application of jurisdictional accounting principles and use 
of scalars could have an impact on this as well via the foreign insurer profile of the group. The quantitative data 
collected in the GCC will evolve as state insurance regulators and insurance groups increase their understanding 
of the impact on available capital and calculated capital.  

The following guidance on the GCC is intended to be utilized in a manner that allows the GCC to enhance group- 
wide financial analysis and to be used as an additional input into the GPS. The GCC provides the quantification 
of risk within the group and when combined with the information from the ORSA on the amount of capital 
needed to run the company’s current business model, puts the regulator in a much better position to understand 
the available capital and calculated capital within a group, as well as the financial condition of the group. Both 
are complimentary tools to each other, with the. The ORSA providingprovides management’s internal approach 
to capital management, and beneficial inan understanding of the economics of the group, the.  The GCC provides 
a standard model that can better enable the analyst to understand where the entire group stands with respect 
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to existing legal entity requirements as well as broad measures of risk for non-insurers.  

That said, analysts should be mindful of the differences between regimes and  in the insights that can be gained by 
various tools. For example, in the case of a group with predominantly U.S. operations, the GCC will largely be based 
on the standard model/RBC of the U.S. subsidiaries. However, the ORSA is not constrained by a standard model; 
rather, the ORSA reflects management’s internal approach to capital management, and may utilize or benefit from 
economic capital models, other internal models, stress testing and other means. As a result, while the GCC is an 
additional input to the ORSA, it may provide data and signals that do not align with the risk measures within the ORSA.
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Utilization of the Group Capital Calculation in the Lead State’s Responsibilities 
The lead state is responsible for completing the holding company analysis and documenting a summary of that 
analysis in the GPS. The depth and frequency of the holding company analysis will depend on the characteristics 
(i.e., sophistication, complexity, financial strength) of the insurance holding company (group) system (or parts 
thereof), and the existing or potential issues and problems found during review of the insurance holding 
company filings.  

It can be summarized that Similarly, in the analysis of the GCC will be used in a similar fashion under this guidance 
since it provides, the depth of the review in the “five-step process” and specific inquiries will vary by group and 
situations where forbased on each group’s unique situation. For example, in some groups, very little if any work 
(inquiries of the group) will be done after the first step due to a generally strong GCC figure and generally positive 
trends of the ratio over time, while. While in other groups, the analyst may need to proceed through each of the 
five steps. Exactly how the analyst proceeds through the guidance will be dictated by a multitude of factors and 
requires judgement.    

GCC Construction That Also Impact its Utilization and Review 

Some decision points may be addressed prior to the submission of a GCC template.  These include: the scope of 
application (e.g.., whether segments of the holding company system (group) should be excluded for financial 
conglomerates); whether a limited filing will be allowed (as permitted in Model Law #440 and Model Regulation 
#450); and whether subgroup reporting (as defined in the GCC instructions) of a foreign insurance group will be 
required. In general, the analytics provided by the GCC will be similar for all entities included in the template.  (See 
the end of this section (Primer on the Group Capital Calculation Formula)  end of this section to better understand 
these points.   

.) These factsfactors are also a consideration in determining the depth of the analysis of the GCC and subsequent 
correspondence with the group. Refer to chapter VI.B. Roles and Responsibilities of Group-wide Supervisor/Lead 
State for details on responsibilities for completing the GPS. 

The utilization of the GCC can be summarized as an additional input into the GPS. More specifically, once the 
analyst completes their review of the GCC, the overall ratio, the and trend of the ratio, a summary should be 
incorporated into the GPS to help support the assessment of strategic risk.  

Documentation of Review of the GCC in the Group Profile Summary (GPS) 

The purpose of procedures is to document the GCC into the GPS. The following provides an example of a GCC 
Summary that represents the minimum expected input of the GCC into the GPS, with additional information also 
reported within the Strategic branded risk classification. The other purpose of this section is to determine if more 
follow-up should be performed and, if so, to assess the results of that additional review. The following is intended 
to assist in documenting the analysts’ understanding summary documentation of the group’s GCC to be included 
in the GPS.   
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Group Capital Calculation (GCC) Summary 

Summarize your assessment of the GCC both quantitatively and qualitatively, including any such items as may not be 
applicable to a branded risk category. For example, it may be appropriate to indicate “The review of the group’s GCC 
indicated the scope of the application is consistent with the lead state’s determination” and if possible to summarize 
succinctly, the general scope of the GCC. For example, “the GCC includes all U.S. and Bermuda operations, but excludes 
ABC non-insurance operations in South American countries”. It may also be appropriate to identify key drivers of risks 
for the group within the GCC that are discussed later in the branded risk categories, as those risks may be related to 
and supplement existing risk assessments derived from holding company analysis or they may be new risks that 
warrant further review. “The group’s GCC of 201% in the current year was impacted by a decline in 
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Branded Risk Assessment 

 Strategic: The group’s Group Capital Calculation is assessed as low and stable, and is a positive consideration in 
the overall assessment of strategic risk.  The GCC has generally been strong and consistent over the past five 
years as illustrated in the following table. Additionally, refer to the GCC Summary for further details.  

GCC Summary and Strategic Branded Risk Documentation:  
The above information documented in a summary section of the GPS and into the Strategicstrategic branded 
risk classification is expected to be the primary type of information that is alwaysshould be documented into the 
GPS since the. The GCC does provideprovides a capital measurement of the group and, consistent with the 
branded risk categories, should be reported in the strategic risk section. Similar to how RBC for an individual 
insurance company entity is helpful in allowing the analyst to better evaluate other potential issues given capital 
represents a relative measure of cushion for adverse risks, the GCC and inclusion herein helps regulators to 
understand the same relative to a group. While the GCC is not a capital requirement, with specified ladders of 
intervention, each of the insurance legal entity figures are relative to individual company requirements, and 
therefore the GCC can provide a relative measure of strength  against such minimum capital levels of the insurers.  

Other Branded Risk Documentation: 
To the extent the ratio wasis trending negatively, or available capital was decreasing, the analyst may choose to 
include more information in the strategic branded risk section of the GPS that summarizes any key drivers of 
such findings if they did not fall into one of the branded risk categories. Those drivers of the change would likely 
be documented in other specific branded risk categories, for example Pricing/Underwriting if driven by weak 

Summarize your assessment of the GCC both quantitatively and qualitatively, including any such items that may 
not be applicable to a branded risk category. For example, it may be appropriate to indicate “The review of the 
group’s GCC indicated the scope of the application is consistent with the lead state’s determination” and, if 
possible, to summarize succinctly, the general scope of the GCC. For example, “the GCC includes all U.S. and 
Bermuda operations, but excludes ABC non-insurance operations in South American countries”. It may also be 
appropriate to identify key drivers of risks for the group within the GCC that are discussed later in the branded 
risk categories. Those risks may be related to and supplement existing risk assessments derived from holding 
company analysis or they may be new risks that warrant further review. “The group’s GCC ratio of 201% in the 
current year was impacted by a decline in Total Available Capital of $X which is related to group’s non-insurance 
operations in Bermuda and as well as the negative impact of market risks in the U.S. insurance legal entity ratio 
components, which based on further analysis has resulted from the recent financial market volatility”. 

Group Capital Calculation (GCC) Summary 

Branded Risk Assessment 

CY PY PY1 PY2 PY3 

GCC Ratio 201%   207% 163% 202% 197% 
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insurance underwriting, or Reserving if the drivers were reserve deficiencies, etc. References to other branded 
risk categories may also be appropriate. However, practically speaking, this may not always occur or be possible 
for the analyst to pinpoint given the multitude of risks within any insurersinsurer’s regulatory capital requirement 
formulas. This guidance is simply meant to suggest that if the GCC does in fact appear to show particular trends 
that are noteworthy on specific risks such as the underwriting branded risk 
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risks, further documentation into that (applicable) branded risk may be appropriate. 

A determination for when documentation of risks from the GCC into other branded risk categories may be 
appropriate is driven by both the question of whether any of the thresholds in Procedures 1a-1e were met, and 
the information obtained from the rest of the GCC information as described in Procedures 2-4. The GCC Summary 
is intended to be high-level, therefore other more detailed observations from reviewing the GCC should 
generally not be documented into the GPS unless they are specifically insightful, add to a high-level 
understanding of the group’s financial condition, as shown in the example above, or are specific to a branded 
risk category as stated.  

Other Considerations: 
In addition to the broad guidance provided herein on the documentation of the GCC into the GPS, the analyst 
should also understand the following more general points that could impact the GCC result for a particular group, 
judgement. Judgement is required when considering these points: 

 If the group has a significant amount of business in legal entities that are domiciled in jurisdictions 
whose capital regime is based on market-based valuations, the GCC will inherently be more volatile (as 
compared to a pure U.S.-based group for which RBC and statutory valuations are the norm). 

 Similarly, a group may have legal entities that are solely based in jurisdictions that utilize a standard 
model for capital requirements or have entities in jurisdictions where the use of internal models has 
been approved. All else being equal, the manner in which capital measures quantify requirements and 
behave over time will differ to some extent between the two. Also, a change from a standard method 
to one based on internal models for a key subsidiary will likely produce a noticeable change in the GCC 
that is not reflective of changes in the entity’s underlying business. 
 The GCC provides a means for analysts to identify non-insurance operations outside of the
insurance group and to determine the extent of risk they may pose to the insures within the group.
However, in doing so, analysts should understand that findings from review of Forms B, D and F might 
be equally valuable in these situations.
 When evaluating capital requirements for non-insurer financial entities that are not subject to 
regulatory capital requirements, consideration should be given to the appropriateness of the GCC’s 
capital charge for a specific entity’s financial operations (e.g.., an entity conducting large volume or size 
of complex transactions but with little net revenue or equity). 
 When evaluating capital requirements for non-insurer / non-financial entities , consideration 
should be given to the appropriateness of the level of risk assigned to specific entities. 

Detailed Observation Documentation:  
More detailed observations shall be documented separately from the GPS and in a form not dictated by the 
NAIC.  As in all holding company analysis, the level of documentation is determined by the lead state insurance 
department and is dependent on the characteristics and complexity of the group and its risks. These detailed 
observations generally need to only note observationsthose that are indicative of drivers of trends and/or 
actions being taken by the group to mitigate risks. In some cases, these points can be easily summarized into the 
GPS, in. In other cases, they are too detailed and should be documented instead within the separate document 
not dictated in form by the NAIC. The analysts are not expected, nor should they spend time documenting 
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changes within either the GCC or individual company movements that either do not create a trend at the group 
level or identify a growing weakness in the group. However, judgment is required to make this determination. 
For example, a 10% decrease in an RBC ratio of one of the smaller insurers within the group generally would not 
be documented, although. By contrast, a 10% decrease in an RBC ratio in one of the larger insurers in the group 
that causes, either alone or jointly with other insurers, causes a 10% decrease in the GCC should be noted. 
However, it should be understood also that this 10% threshold is not intended to be a used as a “bright-line”, 
and in.” In fact it’s, it is possible the 10% is not necessarily indicative of any negative trends at all. This could be 
the case when for example there was a change in the regulatory capital requirement. Therefore, again, 
judgement is required in making these determinations and this, as well as other thresholds used in this guidance 
are not meant to be bright-lines. As the GCC is used more, both by the individual analyst, as well as all of  and by 
the various states, usingthe use of judgement around these threshold arethresholds is expected to become 
easier.   as it will be better informed by experience. 

Specific Procedures for Completing Analysis of the GCC 

It should be understood thatThe following procedures should be used by the analyst in their review and 
documentation of results of the GCC. However, if the analyst determines after completing any of the above 
procedures (steps), that no further work is deemed necessary to fully document the material risks of the group 
observable from the GCC (as well as the required information to be included in allthe GPS from the GCC), this 
should be documented by the analyst in any workpapers deemed appropriate by the state and the general 
reasons therefore.supporting that conclusions. In making this determination, it should be reiterated these 
procedures are not intended to be used in a checklist manner and judgement based upon existing information 
on the group obtained from the Form F, ORSA, or any other source is certainly part of that judgement decision.  

Procedures Step 1a-1e 
The purpose of procedures 1a-1e is to assess the GCC level and to identify the drivers of any changes in the GCC, 
in order to summarize and to document that overall assessment in the GPS and its strategic risk category, which 
is the minimum expected input of the GCC into the GPS. However, the analyst should understand that in the 
early years of the GCC, limited amountamounts of prior year(s) comparative data will be available, therefore 
requiring more judgement in determining where further analysis is warranted. Such judgement may need to be 
based upon various factors, including but not limited to other known information regarding the applicable group 
obtained from other sources (e.g.., ORSA, Form F, Form B, etc). .). 

Procedure 1 is also intended to help the analyst determine if more follow-up analysis work should be performed. 
However, if the answer to any of the questions in 1a-1e is “yes”, the analyst should proceed with step 2, 
evaluating decreases in total available capital, and/or step 3, evaluating increases in leverage to determine the 
cause(s) of the negative trends. In the example provided above, the GCC ratio is above this handbook’s GCC 
benchmark (value to be determined), further review may be necessary.”is above X%150%, which suggests 
further review may not be necessary. In addition, the trends are positive with no decreases in the base ratio and 
the only year below the 150%suggested benchmark being in PY1 where presumably the analyst may have 
performed some level of inquiry to the holding company to understand the driver of the drop. Even then the 
drop was below the Handbook’s predefined threshold of 10% and may not have been necessary. 

Procedures Step 2a-2m 
Unlike step 1, the intent of the step 2 (and 3) is to determine the actual source of the negative issues and where 
to document themthey should be documented in the GPS. Procedure 2a is specifically focused on identifying the 
category of legal entities (and subsequently the individual legal entities) that might be driving the issues by 

Commented [TF1]: If this is intended to relate to the figures in 
the table above, the statement made does not appear to be correct. 
For example, PY1 is actually above 150% 
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looking at the ratio of actual- to-required capital for the legal entity insurers over the available years reported. The 
following sample of a table from the GCC calculation completed by the group from the data in Schedule 1 can be 
helpful in determining the source of the issues. 
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Insurance Capital Table 

Template Groupings 

Ratio of Actual to Required Capital 

Template Groupings 2024 2023 2022 2021 2020 
[1] [2] [3] [4] [5] 

RBC Filing U.S. Insurer 
(P&C) [1] 

[2] 

[3] 

[4] 

[5] 
[6] 
[7] 
[8] 

[9] 

[10] 
[11] 
[12] 
[13] 
[14] 
[15] 
[16] 
[17] 

XXXX XXXX XXXX 

RBC Filing U.S. Insurer  
(Life) 

[2] XXXX XXXX XXXX

RBC Filing U.S. Insurer 
(Health) 

[3]
XXXX XXXX XXXX 

RBC Filing U.S. Insurer 
(Captive) 

[4]
XXXX XXXX XXXX 

Non-RBC filing US. Insurer  [5] XXXX XXXX XXXX 
Canada - Life [6] XXXX XXXX XXXX

Canadian - P&C [7] XXXX XXXX XXXX
Bermuda - Other [8] XXXX XXXX XXXX

Bermuda - Commercial  
Insurers 

[9] XXXX XXXX XXXX

Japan - Life [10] XXXX XXXX XXXX
Japan - Non-Life [11] XXXX XXXX XXXX
Solvency II - Life [12] XXXX XXXX XXXX

Solvency II -- Composite [13] XXXX XXXX XXXX
Solvency II - Non-Life [14] XXXX XXXX XXXX

Australia - All [15] XXXX XXXX XXXX
Switzerland - Life [16] XXXX XXXX XXXX

Switzerland - Non-Life [17] XXXX XXXX XXXX 
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Procedure 2b recognizes that the GCC does allow some debt to be included in capital up to a predetermined 
limit and can drive the overall GCC ratio. The following sample table taken from the GCC calculation using the 
data in Schedule 1 can be helpful in making this determination.  Cases where debt is issued to address risk -driven  
reductions in the GCC ratio, may not offset those reductions. This data metric may not be available in the case 
of a “limited filing”. 

Debt/Equity Table 
Template 
Groupings  

Debt/Equity ($) 

Template Groupings 2024 2023 2022 2021 2020 
[1] [2] [3] [4] [5] 

Total [8] XXXX XXXX XXXX 0 0 

Procedure 2c recognizes that profitability is generally one of the biggest drivers of changes in capital and utilizing 
the following table from the GCC can assist in identifying if there are entities reporting net losses that may be 
driving the decreases in capital. The following table taken from the GCC using the data in Schedule 1 can be 
helpful in determining the source of the issues.  

Income & Leverage Table 

Template Groupings  

Net Income ($) Return on Capital 

Template Groupings 2024 2023 2022 2021 2020 2024 2023 2022 2021 2020 
[1] [2] [3] [4] [5] [1] [2] [3] [4] [5]

US Ins [1] XXXX XXXX XXXX XXXX XXXX XXXX 
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Non-US Ins [2] 
[3] 
[4] 
[5] 

[6] 

XXXX XXXX XXXX XXXX XXXX XXXX 
Non-Financial Entities XXXX XXXX XXXX XXXX XXXX XXXX 

Bank XXXX XXXX XXXX XXXX XXXX XXXX 
Asset Manager XXXX XXXX XXXX XXXX XXXX XXXX 
Other Financial 

w/Capital Requirement XXXX XXXX XXXX XXXX XXXX XXXX 

Financial Entities w/o 
Capital Requirements 

[7] 

Total [8] XXXX XXXX XXXX 0 0 XXXX XXXX XXXX 

If the source of the issues is the insurers, the following sample from a table from the GCC using the data in 
Schedule 1 can be helpful in determining the source of the issues among the insurers.  

Core Insurance Table 1 

Template Groupings 

Net Income ($) Return on Capital 

Template Groupings 2024 2023 2022 2021 2020 2024 2023 2022 2021 2020 
[1] [2] [3] [4] [5] [1] [2] [3] [4] [5]

RBC Filing U.S.  
Insurer (P&C) [1] XXXX XXXX XXXX XXXX XXXX XXXX 

RBC Filing U.S.  
Insurer (Life) [2] XXXX XXXX XXXX XXXX XXXX XXXX 

RBC Filing U.S.  
Insurer (Health) [3] XXXX XXXX XXXX XXXX XXXX XXXX 

RBC Filing U.S.  
Insurer (Captive) [4] XXXX XXXX XXXX XXXX XXXX XXXX 

Non-RBC filing US.  
Insurer  [5] XXXX XXXX XXXX XXXX XXXX XXXX 

Canada - Life [6] XXXX XXXX XXXX XXXX XXXX XXXX 
Canadian - P&C [7] XXXX XXXX XXXX XXXX XXXX XXXX 

Bermuda - Other [8] XXXX XXXX XXXX XXXX XXXX XXXX 
Bermuda - 

Commercial [9] XXXX XXXX XXXX XXXX XXXX XXXX 
Insurers 

Japan - Life [10] XXXX XXXX XXXX XXXX XXXX XXXX 
Japan - Non-Life [11] XXXX XXXX XXXX XXXX XXXX XXXX 
Solvency II - Life [12] XXXX XXXX XXXX XXXX XXXX XXXX 

Solvency II --  
Composite [13] XXXX XXXX XXXX XXXX XXXX XXXX 

Solvency II - Non- 
Life [14] XXXX XXXX XXXX XXXX XXXX XXXX 

Australia - All [15] XXXX XXXX XXXX XXXX XXXX XXXX 
Switzerland - Life [16] XXXX XXXX XXXX XXXX XXXX XXXX 

Switzerland - Non- 
Life [17] XXXX XXXX XXXX XXXX XXXX XXXX 

Procedure 2d is focused on requesting more specific information from the legal entity regulator or the group to 
better identify the source of the issue(s). Procedures 2e-2l simply contemplates that if the source of the issues 
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can be identified into one of the branded risk categories, to document as such it should be documented in the 
detailed workpapers and into that the appropriate branded risk category of the GPS. However, it’sit is 
recognized that the source of issues may be in multiple branded risk categories, in which case documentation 
of each of the sources into the detailed workpapers is still appropriate. However, documentation into one of the 
single branded risk classificationscategories of the GPS is only appropriate if that risk category is a material driver 
of the negative trends. Procedure 2m is intended to identify if the source of the issues is related to non-insurance 
operations. The GCC is intended to provide for more consistent analysis of risks to the insurer that may originate 
from non-insurance entities within the holding company system.  

Procedures Step 3a-3f 
Procedure 3a is specifically focused on identifying the category of legal entities (and subsequently the individual 
legal entities) that might be driving the issues by looking at the leverage ratios.indicators of leverage, e.g., 
leverage, where this risk may manifest itself either through increased writings or exposure, or through increased 
balances relative to capital and surplus. . The following sample of a table from the GCC calculation using the data 
in Schedule 1 can be helpful in determining the source of the issues. 

Insurance Leverage Table 

Template Groupings 

Net Premium Written ($) Liabilities ($)/Capital & Surplus 

Template Groupings 2024 2023 2022 2021 2020 2024 2023 2022 2021 2020 
[1] [2] [3] [4] [5] [1] [2] [3] [4] [5]

RBC Filing U.S.  
Insurer (P&C) [1] XXXX XXXX XXXX XXXX XXXX XXXX 

RBC Filing U.S.  
Insurer (Life) [2] XXXX XXXX XXXX XXXX XXXX XXXX 

RBC Filing U.S.  
Insurer (Health) [3] XXXX XXXX XXXX XXXX XXXX XXXX 

RBC Filing U.S.  
Insurer (Captive) [4] XXXX XXXX XXXX XXXX XXXX XXXX 

Non-RBC filing US.  
Insurer  [5] XXXX XXXX XXXX XXXX XXXX XXXX 

Canada - Life [6] XXXX XXXX XXXX XXXX XXXX XXXX 
Canadian - P&C [7] XXXX XXXX XXXX XXXX XXXX XXXX 

Bermuda - Other [8] XXXX XXXX XXXX XXXX XXXX XXXX 
Bermuda - 

Commercial [9] XXXX XXXX XXXX XXXX XXXX XXXX 
Insurers 

Japan - Life [10] XXXX XXXX XXXX XXXX XXXX XXXX 
Japan - Non-Life [11] XXXX XXXX XXXX XXXX XXXX XXXX 
Solvency II - Life [12] XXXX XXXX XXXX XXXX XXXX XXXX 

Solvency II --  
Composite [13] XXXX XXXX XXXX XXXX XXXX XXXX 

Solvency II - Non- 
Life [14] XXXX XXXX XXXX XXXX XXXX XXXX 

Australia - All [15] XXXX XXXX XXXX XXXX XXXX XXXX 
Switzerland - Life [16] XXXX XXXX XXXX XXXX XXXX XXXX 

Switzerland - Non- 
Life [17] XXXX XXXX XXXX XXXX XXXX XXXX 

Hong Kong - Life [18] XXXX XXXX XXXX XXXX XXXX XXXX 
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Hong Kong - Non- 
Life [19] XXXX XXXX XXXX XXXX XXXX XXXX 

Singapore - All [20] XXXX XXXX XXXX XXXX XXXX XXXX 
Chinese Taipei - All [21] XXXX XXXX XXXX XXXX XXXX XXXX 
South Africa - Life [22] XXXX XXXX XXXX XXXX XXXX XXXX 
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South Africa - 
Composite 

[23] 

[24] 

[25] 
[26] 
[27] 
[28] 
[29] 
[30] 
[31] 
[32] 
[33] 

XXXX XXXX XXXX XXXX XXXX XXXX 

South Africa - Non- 
Life XXXX XXXX XXXX XXXX XXXX XXXX 

Mexico XXXX XXXX XXXX XXXX XXXX XXXX 
China XXXX XXXX XXXX XXXX XXXX XXXX 

South Korea XXXX XXXX XXXX XXXX XXXX XXXX 
Malaysia XXXX XXXX XXXX XXXX XXXX XXXX 

Chile XXXX XXXX XXXX XXXX XXXX XXXX 
Brazil XXXX XXXX XXXX XXXX XXXX XXXX 
India XXXX XXXX XXXX XXXX XXXX XXXX 

Other Regime XXXX XXXX XXXX XXXX XXXX XXXX 
TOTAL XXXX XXXX XXXX XXXX XXXX XXXX 

Procedure 3b is more forward looking by suggesting the analyst look at the same leverage ratios used in 3a to 
determine if the trends might continue and lead to further decreases in the GCC ratio. Procedure 3c simply 
requests the analyst use the leverage information to target questions to the group to better identify the drivers. 
Procedure 3d-3f are all questions designed to help the analyst consider whether the changes in leverage will 
lead to greater underwriting risk, reserving risk, or market and credit risk. Procedures 3d-3f provide general 
inquiries for additional information for the analysis, howeveranalyst. However, these inquiries may also  
appropriately provide a basis for the analyst to enterhold conversations with the group on the same topics to 
understand how the group views these topics and how the group is managing and monitoring these risks. For 
groups filing an ORSA, see also documentation within the ORSA report for additional information on the 
identified risks and the group’s monitoring of risks, as well as consistency of the discussion with management 
and managementsmanagement’s observations in the ORSA Summary report.  

Procedures Step 4a-4b. Procedure 4a is intended to help the lead state understand the historical capital 
allocation patterns or the likely future needed capital allocation patterns by simply documenting in the detail 
analysis workpapers. This includes, for example, noting that there is consistency in the entities generating net 
income and distributing it further through the group, and in some cases may require distribution through other 
insurers, which in the US often requires approval if considered extraordinary. Procedure 4a is intended to utilize 
that knowledge, along with other planned actions of the group, to understand whether problems with repaying 
debt or other obligations in the group could occur. The intent is to be in a better position for discussions with 
the group on where capital may come from to support future expected activity or future unexpected material 
events. The following sample of  tables from the GCC calculation using  data in Schedule 1 can be helpful in 
determining the source of the issues. 

Insurance Capital Table 

Template Groupings 

Capital Contributions $ Received/(Paid) 

Template Groupings 2024 2023 2022 2021 2020 
[1] [2] [3] [4] [5] 

RBC Filing U.S. Insurer (P&C) [1] 
[2] 
[3] 
[4] 
[5] 

XXXX XXXX XXXX 
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[6] 
[7] 

RBC Filing U.S. Insurer (Life) XXXX XXXX XXXX 
RBC Filing U.S. Insurer (Health) XXXX XXXX XXXX 
RBC Filing U.S. Insurer (Captive) XXXX XXXX XXXX 

Non-RBC filing US. Insurer XXXX XXXX XXXX 
Canada - Life XXXX XXXX XXXX 

Canadian - P&C XXXX XXXX XXXX 

105



Attachment 5A 

Financial Analysis Handbook 
2022 Annual / 2023 Quarterly 

VI.H. Group-Wide Supervision – Group Capital Calculation (Lead State)

19 

 
Financial Analysis Handbook 

2022 Annual / 2023 Quarterly 
VI.H. Group-Wide Supervision – Group Capital Calculation (Lead State) 

19 

Bermuda - Other [8] 
[9] 

[10] 
[11] 
[12] 
[13] 
[14] 
[15] 
[16] 
[17] 

XXXX XXXX XXXX 
Bermuda - Commercial Insurers XXXX XXXX XXXX 

Japan - Life XXXX XXXX XXXX 
Japan - Non-Life XXXX XXXX XXXX 
Solvency II - Life XXXX XXXX XXXX 

Solvency II -- Composite XXXX XXXX XXXX 
Solvency II - Non-Life XXXX XXXX XXXX 

Australia - All XXXX XXXX XXXX 
Switzerland - Life XXXX XXXX XXXX 

Switzerland - Non-Life XXXX XXXX XXXX 

Insurance Capital Table 

Template Groupings 

Intragroup Dividends $ Received/(Paid) 

Template Groupings 2024 2023 2022 2021 2020 
[1] [2] [3] [4] [5] 

RBC Filing U.S. Insurer (P&C) [1] 
[2] 
[3] 
[4] 
[5] 
[6] 
[7] 
[8] 
[9] 

[10] 
[11] 
[12] 
[13] 
[14] 
[15] 
[16] 
[17] 

XXXX XXXX XXXX 

RBC Filing U.S. Insurer (Life) XXXX XXXX XXXX 
RBC Filing U.S. Insurer (Health) XXXX XXXX XXXX 
RBC Filing U.S. Insurer (Captive) XXXX XXXX XXXX 

Non-RBC filing US. Insurer XXXX XXXX XXXX 
Canada - Life XXXX XXXX XXXX 

Canadian - P&C XXXX XXXX XXXX 
Bermuda - Other XXXX XXXX XXXX 

Bermuda - Commercial Insurers XXXX XXXX XXXX 
Japan - Life XXXX XXXX XXXX 

Japan - Non-Life XXXX XXXX XXXX 
Solvency II - Life XXXX XXXX XXXX 

Solvency II -- Composite XXXX XXXX XXXX 
Solvency II - Non-Life XXXX XXXX XXXX 

Australia - All XXXX XXXX XXXX 
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Switzerland - Life XXXX XXXX XXXX 
Switzerland - Non-Life [17] XXXX XXXX XXXX 

Procedures Step 5a-5h. Procedures 5a-5h are designed for those rareuncommon situations where the group has 
a needneeds to  reduce risk given the alternative ofbecause raising capital may be unlikely (see appendix for 
further discussion on that topic). In performing this procedure, it should be understood that 
procedureProcedure 2 (Evaluating Decreases in Total Capital) and Procedure 3 (Evaluating Increases in Operating 
Leverage) have already been considered, and therefore it has been concluded that either capital is decreasing, 
or operating leverage is increasing. As such, after considering information that may already be available to the 
regulator on the business plan, Procedure 5b  is largely focused on better understanding directly from the group 
the drivers of the apparent negative trends. It should be understood that some of these trends may have already 
been known, through for example the ORSA,review and discussions by the lead state regarding such takeaways 
from such ORSA discussions.of the ORSA. In fact, if already known, the key takeaways may already be 
documented in the GPS and therefore the remaining procedures in this section may be irrelevant and could be 
skipped if recently already considered and evaluated. In addition, to be sure, such trends from Procedure 2 and 
3 may not suggest anything more needs to be done, in fact thatno additional evaluation is whynecessary. It is 
for this reason the first procedure is focused on an existing business plan since itsas it is possible these trends 
may have been expected. In factFurther, Procedure 5a is based uponon the belief that reducing risk by the group 
may have already been incorporated into the group’s latest business plan, which may have already been 
obtained from the Annual Form F Filing. been 
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previously incorporated into the group’s latest business plan, which may have been obtained from the Annual 
Form F Filing. 

Procedure 5b on the other hand contemplates that the manner to address any unexpected negative trends may 
not have already been incorporated into the latest business plan and simplythus further contemplates that the 
analyst speaks with the group to understand how the group intends to address the issue. The existence 
ofHowever, it should be recognized that some trends that may appear to be “negative”, e.g., a decline in the 
reported GCC, may actually be the result of a conscious determination by the group to more efficiently deploy 
capital yet remaining at sufficient levels from an ERM perspective. Thus, this procedure is not meant to suggest 
action must be taken by anya regulator, rather to understand whether a trend is in fact “negative” or not, and if 
so, what the group is already doing to address the issue. To be sure, some Some of what the group is 
alreadycurrently doing may already be known by the lead state, either through the ORSA, the Form F, or a 
periodic meeting with the group that some states conduct annually with all groups.. Rather, the procedure 
provides an opportunity for the analyst to make sureensure they understand the drivers and what, if anything, 
the group is doing to address. the underlying issues. To be clear, increases in operating leverage are often 
planned, and often come with them expected future actions by the group, such as capital injections or future 
transactions, that may reduce risk. Therefore, these discussions would allow these actions to be completely 
documented and understood. Meanwhile, decreases in capital sometimes are not expected, and may not result 
in immediate action if any, but it’sit is possible that it may lead to the group to take future actions, or 
contemplate future possible actions to take. Therefore, these discussions would allow these potential actions to 
be completely better understood by the analyst and documented and understood. . 

Procedure 5c contemplates assessing if the group has the ability and resources to either reduce its risks or to 
raise additional capital. See the section below for further Considerations of the Group’s Capacity to Raise Capital. 
This procedure is not intended to suggest the analyst has the capacity to make this determination on their own, 
but rather to question the reasonableness of the possibility. Further, the GCC and the related provisions in the 
NAIC’s Model Holding Company Act and corresponding regulation are not designed or otherwise intended for 
regulators to take regulatory action based on the reported level of a group’s GCC; regulators will use other 
existing tools and authorities to take action, primarily at the legal entity level.  

Procedure 5d contemplates that the group may believe no action is necessary because it believes current capital 
is adequate to meet its business plan and is more likely to be the case when the company experienced a one-
time reduction of capital as opposed to a growth in leverage that may continue. Procedure 5c is for the rare 
situation where the legal entity insurers have been strained enough or face impending pressure contemplated 
within NAIC Model 385–Model Regulation to Define Standards and Commissioner's Authority for Companies 
Deemed to be in Hazardous Financial Condition that would suggest one or more of the insurers may be in a 
hazardous financial condition. Procedure 5f is designed to suggest the analyst bring the collective supervisors of 
the legal entity insurers together for a supervisory college to fully understand what is occurring and the group’s 
plans for addressing the underlying issues it is facing. Procedure E6 is an extension of Procedure E5 as it 
contemplates the regulators discussing whether they believe the proposed actions from the group are adequate. 
This action could represent something either informally done before an insurer is in a regulatory action level, or 
formally once an insurer is in a regulatory action level. Procedure E7 is similar to the other actions contemplated 
within a supervisory college or, for example, to address a troubled insurance company under Accreditation 
requirements regarding communication with other states.  

Additional Procedures – Business Plans 

Commented [TF2]: This, and most of the other references to 
procedure Step #s in the remainder of this paragraph, do not appear 
to be correct.   
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While there is a multitude of possibilities and which are beyond the scope of this guidance is not intended to 
address all of those, the following provides some summary of the related issues that may be helpful to the 
analyst to consider (See also section 6 to consider the regarding the analyst’s consideration of the structure of 
the group and capital infusion issues).  

Group’s Business Plan: 

Planning Process: 
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Group’s Business Plan: 

Planning Process: 

 Group system’s overall planning process (e.g., who is involved, how frequently it occurs, etc.) and 
how the overall initiatives are determined 

 Understand the group’s estimate of the impact of the proposed actions on financial results 

 Review the plan’s assumptions for reasonableness. Consider the likelihood of variations in the
assumptions and the resulting impact on the future financial results 

o o Consider subcategories of changes including: 

 Overall potential changes in investment strategy

 Overall potential changes in underwriting strategy or existing concentrations

Overall impact on financing matters (e.g., debt, requirements, etc.) 

 Overall impact on financing matters (e.g. debt, requirements, etc.) 

 Overall impact on derivatives to mitigate economic conditions

  Overall changes in governance or risk management

procedures 

 Increased ceded reinsurance transactions (common approach to reducing
risk/increasing surplus): 

 Details regarding the revised strategy

 Specifics on types of coverage such as assumption reinsurance, loss 
portfolio transfers 

 Transfer of risk considerations 

Variances to Projections: 

 Consider the group’s history of explanations regarding variances in projected financial results and the 
insurer’s actual results. If analysts determine the goals of the business plan are not attainable and/or 
projections are unreasonable, a revised business plan may be requested;. 

 Identify any internal or external problemsissues not considered in the plan that may affect future financial
results. Examples of such problemsissues include the following: 1) the existence of competitors to limit 
future sales levels; 2) recent state legislation restricting the company’s product designs; or 3) the loss of key
marketing personnel. 
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Evaluating a Business Plan: 

Analysts should consider further detail where necessary in evaluating the proposed revised business plan but 
also monitor, on a periodic basis, the insurer’s progress in achieving the initiatives included in the group’s 
plan. The goal of any plan isAssuming that the analyst has determined that a decline in the GCC is to be 
considered a “negative” event, i.e., it was not the result of capital management and planning to more 
efficiently utilize capital while staying within sound levels to achieve ERM objectives, the goal of the  plan 
would then be to address the improvement of the underlying causes that led to the issues and an 
improvement in subsequent GCC base ratio results. Detail considerations for improving the plan may include 
the following (where considered inadequate): 

Trending comparative measures of targeted risk exposures including (where applicable): 

o Asset mix by detailed types 
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o Credit risk by detailed types

o Business writings/ratios by detailed product 

Impacts on financing items: 

o Projected cash flow movements for ongoing principal and interest payments on debt

o Impact on debt interest coverage ratio, other debt covenants, rating agency ratings 

o Discussion of impact on parental guarantees and/or capital maintenance agreements 

o Expected source and form of liquidity should guarantees be called upon 

Impact of reasonable possible stress scenarios 

How the legal entities capital will be maintained at required levels 

Consultation with Other Regulators 

Consult with members of the supervisory college (if applicable) or other domestic states for input in 
evaluating the revised business plan 

Considerations of Group’s Capacity to Raise Capital 

The following is designed simply as a reminder of considerations the lead- state would contemplate when 
discussing the group system response to the issues identified in this section. More specifically, in most situations 
a group will first consider ways to reduce risk but in. In limited situations they, it may consider trying to raise 
additional capital. While this is typically not an option for a group that is currently not performing as it anticipated, 
in some situations alternative sources of capital canmay be raised if the holders of the new capital are given rights 
that are attractive to the holder. In addition, in some cases the group may have the ability to issue other forms of 
capital (e.g., debt), which can be used to inject into the insurance subsidiairessubsidiaries. While these facts are 
not unique to the utilization of the group capital calculation, they are worth a reminder along with relevant other 
related details.  

New Equity Considerations 
 Public Holding Company 
While no two groups are the same, issuing public stock may be limited for the reasons previously identified. In 
addition, regulators are reminded that a public holding company may be obligated to pay dividends in order to 
maintain expectations of their shareholders, making the reduction of risk a more viable action under the 
circumstances. 

Private Holding Company 
While no two groups are alike, a private company has some of the same characteristics as a public company in 
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terms of owners’ expectations, but usually such expectations differ from a public company and it may be more 
feasible for a private company given their access to specific individuals that may have a higher interest in higher 
capital rights.  
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feasible for a private company given its access to specific individuals that may have a higher interest in higher 
capital rights. 

Mutual Insurance Company 
A mutual insurer is limited in terms of its access to capital because it cannot issue new stock. 

Mutual Holding Company 
Because mutual holding companies have characteristics of both public companies and mutual companies, there 
are implications of how such a structure affects its operations.  

Non-profit Health Company 
Insurers that are non-profits are generally charitable organizations and it is not uncommon that some types of 
insurers, particularly those that provide health insurance, to have some history as a non-profit. It may be helpful 
to understand these types of dynamics when considering a group structure.  

Fraternal Associations 
Regulators often find similarities between a fraternal benefit society and a mutual insurer because both can be 
limited in terms of their ability to raise additional funds.  

Reciprocal Exchanges 
Regulators often find similarities between reciprocal exchanges and fraternal benefit societies and mutual 
insurers because they can be limited in terms of their ability to raise additional funds. Although this is a general 
consideration for the regulator when evaluating the group system, there is generally much more that must be 
understood before coming to this conclusion because in some cases, the reciprocal may be able to assess policies 
that can serve a similar purpose as raising capital.  

New Debt Considerations 

Through discussions with the group, understand the potential impact of any new debt on the group system, 
including specifically the extent of future additional reliance on the insurance operations and whether those 
insurers have the capacity for such. Consider also an updated review onof the following: 

 Total debt service requirements. 
 Revenue streams expected to be utilized to service the debt.

  Any new guarantees for the benefit of affiliates. 
 Any new pledge assets for the benefit of affiliates.

  Any new contingent liabilities on behalf of its 
affiliates 

International Holding Company Considerations 

International Holding Company Structure 
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This section is applicable only to those international groups that are required to complete the GCC, which may 
be relatively smallfew considering many international holding companies have a non-US groupwide supervisor 
and are exempt from the GCC. Those foreign groups that are required to complete the GCC will generally file a 
“subgroup” GCC that included entities that are part of the group’s U.S. operations In those situations, the  
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analysts should understand the structure to determine if it has any impact on this analysis. For example, a 
German-based holding company may have advisory boards established to communicate with U.S. regulators. 
Analysts should direct any regulatory concerns to the  appropriate organization contact to ensure a prompt reply 
or resolution if the insurance regulator is not responding.  

Capital / Operational Commitment to U.S. Operations  
Some foreign holding companies may consider their U.S. enterprises non-core and consequently show weaker 
commitment to their ongoing business operations or financial support. In recent years, after sustaining 
continued losses from U.S. subsidiaries, several prominent foreign holding companies decided to cease their U.S. 
operations and liquidate their assets. Analysts should be aware of a holding company’s stated commitment to 
ensure the continued stability of U.S. operations. This commitment may include a written or verbal parental 
guarantee. 
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Primer on the Group Capital Calculation Formula 

The National Association of Insurance Commissioners (NAIC) began development of the Group Capital 
Calculation (GCC) in late 2015 following extensive deliberation on potential measurement models and 
methodologies. The GCC uses a bottom-up aggregation approach, accounting for all available capital/financial 
resources, and the required regulatory capital based on the measurement of assets and liabilities of the various 
corporate entities, including insurers, financial and non-financial businesses.  

The GCC Aggregation Methodology  
As illustrated in the sample tables above, the proposed GCC is an aggregation or grouping of the available 
financial resources and calculated required capital of all  legal entities in an insurance group that potentially pose 
material risk to the insurers in the group. The GCC allows some discretion in determining what entities under 
common control but outside of the defined Insurance Group may be excluded from the scope of application in 
the GCC.  When reviewing a group’s choice of entities to be excluded from application of the GCC, the following 
points should be considered: 

 The regulatory evaluation should be based on the criteria for material risk (e.g.., structural 
separation; no history of cross subsidies, or other criteria as defined in the GCC instructions);
 Group requests for reducing the scope of application of the base GCC should be based on supporting
information and rationale provided by the Group; 
 Information on excluded entities should be made available upon request by the analyst. 

The GCC includes the following types of entities and sets forth the general approach of calculated capital toward 
each.  

U.S. Insurers – The available capital of U.S. domiciled insurers is determined by statutory accounting principles 
(SAP) as defined by state law and the NAIC Accounting Practices and Procedures Manual, which defines assets, 
liabilities, and in-turn net available capital/financial resources, sometimes referred to as policyholder surplus. 
The calculated capital for these insurers is subject to state law that requires these insurers to maintain minimum 
capital based on the applicable NAIC Risk-Based Capital formula at 200% x Authorized Control Level (Trend Test 
level).. 

Non-U.S. insurers – Similar to the available capital and calculated required capital of U.S. insurers, the available 
and calculated capital of non-U.S. insurers is determined by reference to the home jurisdiction’s basis of 
accounting and capital requirements converted to U.S. dollars. While most non-U.S. jurisdictions do not possess 
the same level of industry specific technical guidance, as included in the NAIC Accounting Practices and 
Procedures Manual, all jurisdictions have established accounting standards that insurers are required to follow 
to determine available capital/financial resources. In some cases, this represents local Generally Accepted 
Accounting Principles (GAAP), which may or may not be consistent with International Financial Reporting 
Standards (IFRS).   

DRAFTING NOTE: While the GCC utilizes the available capital and home jurisdictions’ capital requirement, for 
jurisdictions where data is available , the use of appropriate scalars areis currently being explored to produce 
more comparable measures for risk which can be aggregated into the group-wide measure.  One such scaling 

118



Attachment 5A 

Financial Analysis Handbook 
2022 Annual / 2023 Quarterly 

VI.H. Group-Wide Supervision – Group Capital Calculation (Lead State)

32 

 
Financial Analysis Handbook 

2022 Annual / 2023 Quarterly 
VI.H. Group-Wide Supervision – Group Capital Calculation (Lead State) 

32 

methodology is included as part of sensitivity Analysis in the GCC template. That scalar methodology uses 
aggregated data from  
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the U.S. and other jurisdictions at first intervention level to recognize that (for example), state regulators often 
have much higher reserve requirements that are required to be carried as required capital in other jurisdictions. 
For jurisdictions where the data is not available, the full jurisdictional requirement at first intervention level us 
used. 

U.S. Insurers Not Subject to RBC – Some types of U.S. insurers are not subject to an RBC formula (e.g., Financial 
Guaranty Insurers, Title Insurers). For these entities, the available capital/financial resources is determined by 
reference to state law and the NAIC Accounting Practices and Procedures Manual. However, since an RBC 
formula does not exist, calculated capital is determined by reference to the state minimum capital requirements 
set out in state law (or 300% of reserves for Title insurers). For U.S. captive insurers, available capital is 
determined based upon the states accounting requirements, but the calculated capital is required to be 
calculated using the applicable RBC formula even if RBC does not apply to that entity in their state of domicile.  

Banking or Other Financial Service Operations Subject to Regulatory Capital Requirements – Non-insurers such 
as banks are subject to their own regulatory valuation methods (typically GAAP with tiering of available capital) 
and their own regulatory capital requirements (e.g.., OCC, Federal Reserve, FDIC, or other requirements for banks). 
These regulatory values are used for the GCC.  

Financial and non-financial operations not subject to regulatory capital requirements – In general, financial 
entities (as defined in the GCC Instructions) are subject to a higher capital charge in the GCC than the non- 
financial entities. However, the GCC does require available capital/financial resources and calculated capital to 
be gathered for all such entities that pose a material risk to insurers. In both cases the GCC will utilize the 
valuation used by such legal entities (typically U.S. GAAP) and a calculated capital based upon a risk factor.  There 
are two important exceptions: 

 All entities within the defined insurance group (definition included in GCC Instructions) must be
included All financial entities (definition included in GCC Instructions) must be included

 All financial entities (definition included in GCC Instructions) must be included 
 The level of risk (low / medium / high) and associated capital calculation assigned to a financial 
entity will be selected by the group and evaluated by the lead- State reviewer 
 Non-financial entities that are subsidiaries of U.S. insurers, foreign insurers, or banks where a 
capital charge for the non-financial entity is included in the regulated Parent’s capital formula will remain 
with the Parent and will not be inventoried.   Regulators already have access to the financials of these 
entities if needed (if causing unrealized losses within the insurer). 

Eliminations 
The GCC uses an aggregation and elimination approach, where each of the above legal entities’ available 
capital/financial resources and calculated capital are combined, then eliminations are utilized to prevent any 
double counting of available capital/financial resources or calculated capital. The following example illustrates 
the use of eliminations for both available capital/financial resources and calculated capital. However, in practice 
the GCC only requires the foreign insurers and other financial entities owned by an insurance company to be 
“de-stacked” so if AA Holding Company was a U.S. insurer (e.g.., AA Insurance Company) the capital required and 
calculated capital for DD Insurance Agency as a nonfinancial entity would remain in the values of AA Insurance 
Company and not be de-stacked.  
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EE Insurance Group (EEIG) 

Calculation of ARC 

1 Amount of TAC for Subs as follows: (30.0M + 6.0M + 2.0M) 

EEIG Financial Information 

EE Insurance Group 
(EEIG) 

Calculation of ARC 

Entity1 Amount of TAC for Subs as follows: (30.0M 
+ 6.0M + 2.0M)

Entity TAC Less: Subs’ 
TAC 

AA Holding Co. 50.0M   (38.0M)1

BB Life Insurance 
Co. 

30.0M 0 

CC Insurance Co.   6.0M 0 

DD Ins. Agency   2.0M 0 

ARC (EEIG Group 
Total) 

EEIG 

Financial 
Information 

Minimum 
Regulatory Capital 

 

 

1 For Non-RBC filers this 
is regulatory 
available capital or 
stockholder equity 

2 There is no regulatory 
capital for these 
entities when owned 
by a non-regulated 
entity. Calculated 
Capital is added @ 
10.5% x stand-alone 
ARC 

3 Authorized Control 
Level (ACL) RBC or 
Prescribed Capital 
Requirement for 
non-U.S. insurers  

Calculation of 
MRC 

1 Estimated post 
covariance factor of 
10.5% @ CAL x ARC per 
GCC added for AA 
Holding Co. and DD Ins. 
Agency 

2 Amount of Calculated 
Capital for Subs as 
follows: (3.0M +1.6M + 

Entity 

AA Holding Company 
BB Life Insurance 
Company 
CC Insurance Company

DD Insurance Agency 

Entity ACL or
Calculated
Capital

AA Holding Co.   6.07M

BB Life Ins. Co.   3.0

CC Insurance Co.   1.6M

DD Ins. Agency   0.21M

MRC Total 

AA Holding Co 

(Non operating 
Holding Company)

BB Life Ins.Co.

(U.S. RBC Filer)
CC Insurance Co.

(Non-U.S. Insurer)

DD 
Insurance 

Agency 
CC Insurance Co. 

(Non-U.S. Insurer)
BB Life Ins.Co. 

(U.S. RBC Filer) 

AA Holding Co 
(Non operating 

Holding Company) 

Entity TAC Less: 
Subs’ TAC 

Adjusted TAC 

AA Holding Co. 50.0M (38.0M)1 12.0M 

BB Life Insurance 
Co. 

30.0M 0 30.0M 

CC Insurance Co. 6.0M 0 6.0M 

DD Ins. Agency 2.0M 0 2.0M 

ARC (EEIG 
Group Total) 

50.0M 
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.21M) 
3 Applies to U.S. insurer 
only to increase level to 
Company Action Level 
(CAL) RBC 

AA Holding Company 50.0 Million 02 

BB Life Insurance 
Company 

30.0 Million 3.0 Million3 

CC Insurance 
Company 

6.0 Million1 1.6 Million3 

DD Insurance Agency 2.0 Million1 02 

1 For Non-RBC filers this is regulatory available capital or
stockholder equity 

2 There is no regulatory capital for these entities when owned

by a non-regulated entity. Calculated Capital is added @ 10.5% x stand-alone ARC 

3 Authorized Control Level (ACL) RBC or Prescribed Capital Requirement for non-U.S.
insurers 

 

Calculation of MRC 

Entity ACL or 
Calculated 
Capital1 

Less: Subs’ 
Calculated 
Capital 

Adjusted 
Calculated 
Capital 

Multiply 
by 2.03 

MRC 

AA Holding Co. 6.07M (4.81M) 2 1.26M NA 1.26M 

BB Life Ins. Co. 3.0M 0 3.0M 6.0M 6.0M 

CC Insurance Co. 1.6M 0 1.60M NA 1.6M 

DD Ins. Agency 0.21M 0 .21M NA 0.21M 

MRC Total 9.07M 

1 Estimated post covariance factor of 10.5% @ CAL x ARC per GCC added for AA 
Holding Co. and DD Ins. Agency 

2 Amount of Calculated Capital for Subs as follows: (3.0M +1.6M + .21M) 

3 Applies to U.S. insurer only to increase level to Company Action Level (CAL) RBC

In the above example, available capital/financial resources are referred to as available regulatory capital (ARC) 
and total authorized capital (TAC1TAC1) and minimum calculated capital is referred to as minimal regulatory 
capital (MRC) and authorized control level (ACL2ACL2). The GCC will allow non-insurance / non-financial entities 
owned by RBC filers in the group to remain within the available capital and regulatory capital so no eliminations are 
required for these entities.  As shown, since AA Holding Company owns each of the other business entities in the 
organizational chart, $38 million (which is the amount of available capital/financial resources in the subsidiaries 
of AA) is eliminated from the TAC column since accounting methods include those as an asset on AA Insurance 
Company’s balance sheet.    Also, the GCC includes capital calculations for AA Holding Company and DD Insurance 
Agency as part of the MRC in addition to the regulatory capital already included for the insurance subsidiaries.   
The MRC of the subsidiaries is eliminated from the parent’s (AA Holding Company) calculated capital. Therefore, 
in this example $4.81 million of calculated capital is eliminated from the MRC.  Finally, the MRC of U.S. insurance 
subsidiary is multiplied by 2 in order to reflect Company Action Level (CAL) RBC as required in the GCC.  

1 Terminology used in RBC for available capital/financial resources 
2 Terminology used in RBC for calculated regulatory capital 

1 Terminology used in RBC for available capital/financial resources 
2 Terminology used in RBC for calculated regulatory capital 
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Debt-It is important to note that the available capital used in deriving the GCC recognizes a portion of the group’s 
senior and hybrid debt as capital. This allowance recognizes that debt that is not already recognized as available 
capital/financial resources under all known accounting principles (SAP, U.S. GAAP or IFRS) may have some value 
to the group under the U.S. insurance regulatory requirements where such is dividend down to the insurance 
companies and where extraordinary dividends must be approved by the state.  Qualifying debt along with 
limitations thereon is described in the GCC instructions as is the calculation for the additional available capital. In 
addition to looking at the group’s debt leverage overall consideration should be given to how the allowance for 
additional capital from debt interacts with changes in available capital and capital requirements from year to year.  
The impact of procyclical changes in the allowance for debt as capital should be assessed. 

Other Information Included in the GCC 
The GCC includes selected financial information (net income, premiums, liabilities, debt, etc.) that are captured in 
Schedule 1 and in the “Analytics” tabs of the GCC that are meant to be used to help isolate potential strengths 
and weaknesses of the group and more specifically where such exist among the entities in the group. Some 
important information related to other features in the GCC also should be considered and are discussed below. 
Schedule 1, a simplified version of the Inventory Tab, and most analytics are required in the case of a “limited 
filing”. However, data is not required for the capital instruments, sensitivity analysis and other information tabs 
in a limited filing.  

Grouping - The GCC separately allows certain financial entities (e.g.., asset managers) and non-financial entities 
included in the GCC to have their values and capital calculation combined (grouped) for more efficient reporting 
and analysis. Although the GCC instructions set parameters for such grouping, the general expectation is that 
regulators will work with each applicable GCC filer in determining where grouping is and is not appropriate outside 
of what is allowed within the GCC Instructions.  Grouping should be viewed in context of materiality.  A single 
entity conducting a given activity may not be material, but when all entities conducting the same activity are 
combined, they can be material. 

Excluded entities – The GCC provides two mechanisms for the exclusion of non-financial entities in Schedule 1 and 
in the Inventory Tab at the discretion of the lead state.  State regulators should consider whether any of the 
information collected in the GCC template in support of, is collected for an entity or group of similar entities that 
would otherwise be excluded from the GCC ratio calculation.  Regulators should separately monitor increases in 
the level of activity of an “excluded” entity or group of similar entities for purposes of materiality and potential 
subsequent inclusion in the GCC.   

Sensitivity analysis – A tab devoted to individual sensitivity analysis is included in the GCC.  These informational 
items provide the regulator with impact of discretion in excluding listed entities and alternative perspectives on 
risk charges for non-financial entities and foreign insurers.  Monitoring of these items can help the regulator 
identify areas where the GCC may be improved, or capital calculations adjusted in the future. One item included in 
the A sensitivity analysis is a “sensitivity test” that increases the overall calibration of the calculated capital 
requirements in the GCC from its normal 200% x ACL RBC calibration to 300% x ACL RBC.  This should be used as an 
initial benchmark to conduct further analytical review.  No other cushion should be applied. 

Accounting Adjustments - The impact of accounting adjustments and related detailed information is collected in 
the GCC template in the Inventory Tab and in the Other Information Tab respectively.  Such adjustments can be 
material during the de-stacking process.  For example, a consolidated holding company may include GAAP values 
for entities that would otherwise be valued under regulatory accounting rules (e.g., Statutory Accounting 
Principles - SAP) on a stand-alone basis.  When the regulated entity is de-stacked the difference between the GAAP 
values and SAP values will be removed from the group’s available capital.  These “lost” values can result in a  
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material reduction in the inventoried available capital compared to consolidated available capital.   Understanding 
the impact and the components of this adjustment can help the regulator when considering the impact of issuing 
new debt or when evaluating the allowance for debt as capital calculated in the GCC template.  

Intangible Assets – Acquisitions, mergers and reorganization often can create significant intangible assets at a 
holding company level or possibly at an operating company (other than a regulated entity) level.  The GCC 
template collects information on intangible assets held by inventoried entities in the Other Information Tab.   The 
available capital associated with the value of entities whose assets are materially comprised of intangible assets 
should be evaluated in the context of fungible resources and in assessing the adequacy of the capital calculation 
assessed on such entities.  

Dividend pass-thru (gross view of dividends) – Schedule 1D collects information on dividends paid and received 
within the group.  It also includes a column that indicates whether dividends were declared but not yet paid, as 
well as cases where dividends received where retained or “passed thru” to another affiliate or paid out in 
dividends to shareholders.   This information will assist the regulator in evaluating the movement of capital within 
the group to fund strategic insurance and non-insurance operations or activities (e.g.., expansion of activities) or to 
fund entity specific capital shortfalls. It also provides a window to capital leaving the group (e.g.., debt repayment, 
stock repurchase, or dividends to shareholders).  
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Review of the Group Capital Calculation 

Consideration of the Insurance Holding Company System Structure 

As the lead state begins to review the annual Group Capital Calculation filing for a particular group, it’sit is 
important for the lead state to do so with consideration of the existing knowledge of both the organizational 
structure of the group, including changes in the structure from year to year, but more importantly the overall 
activities of each of    the entities in the group which otherwise have the potential to transmit material risk to the 
insurers within the group. While the GCC will provide additional quantitative information on the entities in the 
group; the actual activities of the entities are also important in determining the scope of application of the GCC. 
Specific to that point, theThe lead state is responsible for determining if any of the entities in the holding company 
structure should be excluded from the calculation. The filing includes a column for the group to propose what 
should be excluded as well as an additional column for the final determination made by the lead state. In general, 
the determination of scope of the application is suggested by the group but made in consultation and agreement 
with the lead state. This exercise should be undertaken in a manner that yields a clearly documented rationale for 
excluding entities or subgroups of the larger group. The Group Capital Calculation Instructions describes the basis 
for making this determination and the calculation itself is structured to facilitate this determination, with the 
inclusion in Schedule 1 of the calculation of financial data offor all entities within the holding company. Similar to 
exclusion from the calculation itself is review of data for cases in which subgroups of the larger group are completely 
excluded from the larger group, particularly with regard to Schedule 1; the rationale for the exclusion(s) should be 
provided in the GPS. The concept is that this Schedule 1 data should be utilized by the lead state in conjunction 
with theirits existing knowledge of the group and its activities (obtained from the Schedule Y, ORSA, Forms B/C, 
Form F, the non- insurance grid, etc.), and therefore likely material risks, to make this determination. To the extent 
the entities included in Schedule 1 differ from the analyst’s knowledge of the Group, further discussion and follow-
up should be held with the group.  

The holding company structure and activities should also be utilized by the lead state in determining how to 
evaluate the GCC ratio. More specifically, information on structure can impact the flow of capital and resources 
among entities within the holding company structure. Therefore, understanding the following can assist in 
evaluating the flow of resources: 

 Domestic insurance operations

  International insurance

operations 

 Banking or other financial services operations subject to regulatory capital requirements

  Financial and non-financial operations not subject to regulatory capital requirements*

*The GCC instructions provide examples of financial versus non-financial entities in this category. All financial 
entities should be included in the scope of application of the GCC. However, there can be a broad array of 
entities that could be considered financial. The lead- state should document the rationale for cases in which it
concludes that a “financial”an entity shouldthat may be financial in nature can nonetheless be classified in the 
group’s GCC filing as  “non-financial” and thus  excluded. from the scope of group of the GCC 

While theThe GCC is intended to be used as an input into the GPS, wherethus the expectation is that the GCC 
summary section is used towill document a high-level summary of the analystsanalyst’s take away of the GCC, as 
well as the Strategic branded risk, since that is the area where capital measurement is reported... The manner in 
which the analyst determines what else should be documented beyond the GCC Summary and the Strategic 
branded risk should be based upon the following steps, since these steps contemplate the previously mentioned 
concept that the existing evaluation of the financial condition should be used in evaluating the depth of review of 
the GCC. From a high level, the following steps suggest in  
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Inasmuch as the GCC is a new analytical tool for use by regulators and that it will take a number of years before 
there is both (1) sufficient data to prove for trends and (2) experience by regulators with its use, it is thus 
recognized that the specific measures (levels of GCC, degree of change in the GCC, what constitutes a trend, etc) 
may, over time, need to be revised. Nonetheless, the following procedures provide analysts with a framework to 
consider GCC results in conjunction with other data and tools at their disposal, and to begin to gain and benefit 
from experience in utilizing the GCC as a new analytical tool.   

 Procedure Step 1 suggests that a review of the components of the GCC is appropriate when either the GCC 
ratio is trending downward or the GCC ratio is below an initial suggested threshold.   Analysts should be mindful 
at all times that any stated threshold is for analysis purposes only and does not constitute a trigger for regulatory
action (nor is such a trigger provided at any GCC level in the provisions of the Model Holding Company Act and 
Model Holding Company Regulation. Further, they should be mindful that the respective calibration levels differ 
between the GCC and RBC. When a threshold is provided, it should be viewed as an opportunity for an analyst to 
understand issues and concerns that may be emerging and address them with the group, if needed.  Finally, as 
experience in gained with the GCC and with these analysis procedures, the threshold for analytical purposes will 
be revisited periodically and remains subject to change. 

 Procedure Step 2 suggests from a high level determining the drivers of any decreases in the total available 
capital in the GCC. While there are numerous benefits of the GCC over consolidated approaches, the ability to 
drill down on the drivers is one of the more significant and is consistent with the states approach to not just
looking at capital, but to the drivers of capital issues. states’ approach to not just look at capital, but to the 
drivers of capital issues. While the mechanics of the GCC approach will introduce some opportunities for 
analysis, potential limitations do exist depending on the extent of de-stacking and grouping of entities in the 
GCC template. While the data will provide a “road map” of sorts as to the location of capital and risks within 
the group, the level of detail will vary by group.  Thus, the GCC will provide a quantifiable means to 
decomposing group components for analysis, but qualitative considerations by the analyst will be necessary 
as well, the extent and nature of which will inherently vary by group. Furthermore, legal entity data that is the 
result of “destacking” for purposes of the GCC template may result in anomalous amounts are trends, e.g., 
potentially showing materially reduced equity due to the destacking of a subsidiary which is then separately 
listed in the template. The process to analyze data in the template should provide for potentially anomalous 
observations at the legal entity level which are the result of the destacking process, and not an indication of 
potentially negative developments or trends. Again, this highlights the need to assure that analysts consider 
information from other analytical tools, not just the GCC in isolation. 

 Procedure Step 3 suggests from a high level determining the driver of any increases in operating leverage,
which is typically what drives insurance capital requirements up, be it asset risk/leverage or writings leverage. 
Similar to drivers of capital decreases, the GCC has detailed information on financial figures and ratios that 
can be used to isolate the issues. 

 Procedure Step 4 is similar in that it too utilizes detailed information on capital allocation patterns that are 
necessary to understand if there are negative trends in the GCC since these can become important if there 
are any issues that might require further distribution of capital across the entities. 

 Procedure Steps 5: Depending upon the analysis performed in Steps 1-4, similar to legal entity analysis, there 
is likely a need to determine what steps the company is taking or plans to take to address the issues seen in 
the analysis of the GCC. The guidance provided in these procedures is not intended to be exhaustive, but 
rather should give the analyst a starting point in better evaluating the various issues. 

 If the analyst determines after completing any of the above procedures (steps), that no further work is 
deemed necessary to fully document the material risks of the group observable from the GCC (as well as the 
required information to be included in all GPS from the GCC), this should be documented by the analyst in any 
workpapers deemed appropriate by the state and include the general reason therefore. In making this 
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determination, it should be reiterated these procedures are not intended to be used inas a checklist manner, 
and judgement based upon existing information on the group obtained from the Form F, ORSA, or any other 
source is certainly part of that judgement decision.  

Procedure Step 1-Evaluate the Adequacy of Group Capital 

1. Determine if the group capital position may presents a risk to the group and its insurance 
subsidiaries based upon its recent trends and/or current measures in the GCC ratio.

Branded 
Risk 

Benchmark 

a. a. Is the GCC ratio  <X% 150%?  If “yes”, determine the most
significant risk  factors causing the result. 

ST <150%X% 

b. b. Has there been a decrease in the GCC ratio over last two 
years? If “yes”, determine the cause(s) of the decline. 

ST <-10% 

c. c. Has there been a decrease in the GCC Total Available 
Capital from prior year? If “yes”, determine the cause(s) of the 
decline. 

ST <-10% 

d. d. If the GCC <X150%, has there been a change from prior year? 
If so, determine the cause(s) of the change. If the GCC was 
<X150% in the prior years also, consider more carefully the 
causes. 

ST >10 pts or

<-10 pts 

e. Has there been a negative trend in the GCC ratio over the past five
years suggesting an overall pattern of declining capital? 

ST N/A 

If the answer to any of the above questions is “yes”, the analyst should proceed with procedure step 2, evaluating 
decreases in total available capital and/or procedure step C3, evaluating increases in leverage to determine the cause(s) 
of the negative trends. 
. 

Procedures Step 2-Evaluate Decreases in Total Available Capital  
2. Determine the source(s) of decreases in the GCC ratio or the GCC Total Available Capital 

Unlike step 1, the intent of the step 2 (and 
Recognizing that not all declines in capital ratios are necessarily “negative”, i.e., they may be the result of sound 
capital management and ERM to more efficiently utilize capital, approved changes in the scope of application, or 
changes in underlying regulatory requirements, the intent of step 2 (and step 3) is to determine the actual source 
of the negative issues. However, unless obvious from the information obtained in step 2, the analyst should 
proceed to step 5 to understand more fully the actions being taken by the group to address the issues identified 
in step 2. However, in some cases, it’sit is possible that no further follow-up with the group will be necessary and 
that the lead state should simply update the GPS to be certain the main understanding of the issues are known to 
all of the regulators utilizing the GPS. 
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Branded Risk Benchmark 

a. a. Review the GCC ratio of available capital to calculated capital
from each of the reported entities and compare to the same ratio 
from the prior year. Determine which  entities may have led to 
the negative trends.  

<-10% 

b. b. If the change in the GCC is not driven from a legal entity,
and instead the change in allowable debt, note as such. 

ST N/A 

c. c. Review the levels of profitability for each of the reported 
entities in the GCC in the current and prior years (as reported in 
the GCC) to determine if there are particular entities showing 
signs of decreasing profitability which may eventually lead to 
losses and future decreases in the GCC ratio or total available 
capital. 

OP, PR/UW <-10% 

d. d. For each of the reported entities showing either, 1) a 
meaningful decrease in the GCC due to a decrease in the total 
available capital, or 2) negative profitability trends;, request 
information that identifies the issues by inquiring fromof the 
legal entity regulator first or the group itself (e.g., non-insurance 
company), if applicable. 

OP, PR/UW, ST N/A 

e. e. If due to pricing or underwriting issues, understand if the 
issues are the result of known pricing policies that are currently 
being modified or if the business is in runoff, recently identified 
products where metrics can quantify the issues whether new 
product lines, or geographic or other concentrations, 
volume/growth business strain, or other issues. When 
considering pricing that is being modified, include those products 
thatfor which the price is adjusted through crediting rates. 

PR/UW N/A 

f. f. If due to reserve issues, understand the reserve development
trends, whether reserve and pricing adjustments have been 
made as well as changes in business strategy apart from those 
products. 

RV, ST N/A 

g. g. If due to market risk issues—i.e., capital losses—understand 
not only why the lossesoccuredlosses occurred, but the likely 
near-term future impact given current and likely prospective 
economic conditions. Market issues include not only changes in 
equity prices, but also impact/exposure to interest rates and 
other rates such as foreign currency exchange rates or rates on 
various hedging products used by the group. 

MK, CR N/A 

h. If due to strategic issues such as planned growth, planned decline 
in writings or changes in the investment strategy, utilize the 
business plan from the Form F to better understand the 
anticipated changes and how the actual changes compare. 
Understanding the variance from the business plan is important 
in assessing the ongoing risk either in projected future 
profitability or in some cases the investments. 

ST, PR/UW, OP N/A 
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i. If due to negative reputational issues which may, for example,
have adversely impacted new business or retention of existing 
business, understand the issues more closely, whether potential 
ongoing changes in stock prices or financial strength ratings that 
may further impact market perception, or what the group is 
doing to address the potential future impact be it sales 
projections or access to the capital markets. 

RP N/A 

j. If due to credit losses, understand the current and future
concentration in credit risks, be it investments, reinsurance or 
other sources of credit losses. 

CR, MK N/A 

k. If due to operational issues, such as extremely large catastrophe 
events, IT or cybersecurity events or relationships, understand 
the current and prospective impact. 

OP, ST N/A 

l. If due to legal losses, understand the underlying issues and 
degree of potential future legal losses. 

LG N/A 

m. If due to non-insurance reported entities in the group, understand 
the relationship of the non-insurance operations to the 
insurance entities and the potential impact to the insurance 
operations (i.e. intercompany agreements, services, capital 
needs, etc.). 

ST, OP N/A 

Procedure Step 3-Evaluate Increases in Operating Leverage 

3. Determine the source(s) of any decreases in the GCC ratio due to increases in leverage 

Like step 2, the intent of the step 3 is to determine the actual source of the negative issues. The difference between 
step 3 and step 2 is simply the types of issues. Step 2 is focused on issues that have resulted in negative capital 
trends. Step 3; however, is focused on the issues that impact the risk being measured in the GCC. In most cases 
that risk is either from the asset side or from the liability side where in both cases there has been an increase in 
such risk that has not been offset by a corresponding or equal increase in capital. In general, this is referred to as 
operating leverage, where this risk can manifest itself either through increased writings or exposure (e.g., the ratio 
of premiums to capital or liabilities to capital), or through increased assets that also carry risk. The expectation is  
that other regulated entities also have capital requirements that increase as these different types of risks increase, 
similar to how the NAIC RBC considers different types of products and assets that carry more risk.  

Branded Risk Benchmark 
a. a. Review the levels of operating leverage forratio of available

capital to calculated capital from each of the reported entities in 
the GCC as well as and compare to the same forratio from the 
prior years as reported in the GCC to determine if there are 
particular year. Determine which entities showing signs of 
increasing operating leverage which may lead to future 
decreases in the GCC ratio or total available capitalhave led to 
the negative trends. based upon corresponding increases in 
leverage. 

MK, CR, RV, ST, 
OP, RP 

<-10% Commented [TF1]: Should clarify here, and in other tables, 
whether this is the change in the reported GCC or the change in 
leverage (and if the latter, how that is to be measured) 

130



Attachment 5B 
Financial Analysis Handbook 

2022 Annual / 2023 Quarterly 
VI.H. Group-Wide Supervision – Group Capital Calculation (Lead State) Procedures

6 

Financial Analysis Handbook 
2022 Annual / 2023 Quarterly 

VI.H. Group-Wide Supervision – Group Capital Calculation (Lead State) Procedures  

6 

b. Review the levels of operating leverage for each of the reported 
entities in the GCC as well as the same for the prior years as 
reported in the GCC to determine if there are particular entities 
showing signs of increasing operating leverage which may lead 
to future decreases in the GCC ratio or total available capital. 

MK, CR, RV, ST, 
OP, RP 

<-10% 

c. For each of the reported entities showing a meaningful decrease 
in  the GCC due to an increase in operating leverage, request 
information that identifies the issues by inquiring first from the 
legal entity regulator or the group itself (e.g., non-insurance 
company), if applicable. 

MK, CR, RV, ST, 
OP, RP 

N/A 

d. If operating leverage has increased, consider if growth may have 
resulted from underpriced products or a change in underwriting. 
Determine if pricing was reduced to increase sales, or whether 
the growth is in new product lines or new geographic focus 
where the group may not have expertise. When considering 
pricing being modified, include those products for which the 
price is adjusted through crediting rates. 

PR/UW, OP, ST N/A 

e. If operating leverage has increased, consider if reserving risk has 
also increased, through potential underpricing that ultimately 
manifests itself in reserve adjustments. To do so, obtain current 
profitability information on the products leading to the 
increased leverage. 

RV N/A 

f. If operating leverage has increased, obtain current information on 
the asset mix to be certain that there is a corresponding 
decrease in riskier assets to mitigate the otherwise likely 
increase in market and credit risk. 

CR, MK N/A 

Unless obvious from the information obtained in step 3, the analyst should proceed to step 5 to understand more 
fully the actions being taken by the group to address the issues identified in step 3. However, in some cases, it’sit 
is possible that no further follow up with the group will be necessary, and that the lead state should simply update 
the GPS to be certain the main understanding of the issues are known to all of the regulators utilizing the GPS.  

Procedure Step 4-Evaluate the Capital Allocation Patterns 
4. Determine the capital allocation patterns to determine if some entities may put pressure on other

legal entities. 
4. 

Steps 2 and 3 are critical in understanding the issues faced by the group and in identifying the source of negative 
trends; and while additional follow up with the group is expected, before proceeding to Step 5, the lead state 
should understand the historical capital allocation patterns or the likely future needed capital allocation patterns. 
The GCC includes data on historical capital allocation patterns (e.g., contributed capital received/paid or dividends 
received/paid), which help to illustrate which entities need capital and which entities have capital that can be 
provided. While these patterns do not necessarily repeat themselves from one period to the next, there is often 
consistency in terms of entities that need capital or have excess capital, which may or may not be driven by losses, 
but rather by a change in strategy (e.g., increased writings at one company over another). These trends can also 
assist in discussions with the group onabout where capital may come from as a result of a future unexpected 
material event.  
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Where similar information is also disclosed in Form F, the detail in the GCC may confirm what is already known in 
this area and in some cases may provide greater detail.  

Branded Risk Benchmark 

a. a. Review the underlying legal entity data from the GCC filing 
(e.g., Schedule 1) to determine the historical capital allocation 
patterns within the group and summarize the result of this 
analysis.  

ST N/A 

b. b. Using this data, as well as any recent information on net 
losses, or likely expected funding, determine if it’s possible any 
of the insurance companies will be required tothere may be an
impact on the capital available to the insurance entities 
(either through the likelihood of higher dividends or through 
less capital being available for infusions fund future possible 
losses from other entities in the group and potentially become 
troubled themselves, regardless of the current capital in excess 
of RBC requirements. 

OP, ST N/A 

Procedure Step 5-Consider the Need for Reductions in Risk 

5. Determine the group’s plans for addressing source(s) of any meaningful decreases in the GCC ratio or 
total available capital. Please note, in some cases, the plan may be as simple as actions designed to 
reverse a single negative trend. 

Steps 5 is designed to assist a review of the insurance company’s plans for addressing any meaningful decreases in the 
GCC ratio or total available capital. The specific plans of the group may or may not fully address all the issues but 
ultimately what is most important is that such information and the regulators plan for evaluating and monitoring the 
situation is known to the other regulators. There is a multitude of possibilities and this guidance is not intended to address 
all of those, including the fact that in some cases some regulators may choose to put their legal entity into some type of 
supervision, conservation or some other form of receivership. Similar to other areas, where similar information is also 
disclosed in Form F, further information may already be known in this area.   

Steps 5 is designed to assist a review of the insurance group’s plans for addressing any meaningful decreases in the GCC 
ratio or total available capital that are not otherwise planned (i.e., that are not the results of capital management so as 
to efficiently utilize capital while still maintaining sufficient levels for Enterprise Risk Management needs). The specific 
plans of the group may or may not fully address all the issues but ultimately what is most important is that such 
information and the regulator’s plan for evaluating and monitoring the situation is known to the other regulators. There 
is a multitude of possibilities, and this guidance is not intended to address all of those, including the fact that in some cases 
some regulators may choose to put a  legal entity into supervision, conservation or some other form of receivership (which, 
by necessity and intent, would presumably be done based on the legal entity’s RBC and other tools and authority at the 
legal entity level – not the group’s GCC). Similar to other areas, where similar information is also disclosed in Form F, 
further information may already be known in this area. 

Branded Risk Benchmark 

a. a. Obtain a copy of the group’s most recent business plan 
and compare it to the prior year plan for variances.  (see 
Additional Procedures below for additional follow-up 
analysis) 

ST N/A 
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b. b. Request information from the group on how it intends to 
address the issues or trendsnegative trends (i.e., those that 
are not planned or due to approved changes to the GCC 
scope of application or the result of changes in underlying 
legal entity capital requirements) identified in Steps 1-3. 
More specifically, determine how the group intends to 
decrease risk, and by what means. 

ST N/A 

c. c. Based on information received in 5.b., determine the 
group’s capacity to reduce risks or raise additional capital. 

ST N/A 

d. d. Where the remaining capital is adequate, document the 
findings intoin the GPS (or another document) and make 
available to the supervisory college and or domestic states 
with the presumption no further action is deemed 
necessary. 

ST N/A 

e. e. Consider whether the collective information suggests 
that any of the U.S. legal entity regulators should  deem the 
legal entity to be in a “Hazardous Financial Condition” and 
takestake appropriate  action to address based upon the 
facts and circumstances and the provisions of the state’s 
law (similar to NAIC Model 385). 

N/A N/A 

f. f. Where appropriate, consider holding a meeting of the
supervisory college or of all the domestic states to fully 
understand the group’s plans. Where appropriate, require 
the group to present its plans to the supervisory college or 
all the domestic states. 

N/A N/A 

g. g. Where appropriate, determine if the plans proposed by 
the group are considered inadequate toby any of the legal 
entity regulators, and more specifically if any are 
considering taking action over their applicable legal entity. 
If this is the case, hold a meeting of the supervisory college 
or of all the domestic states to provide this information. 

N/A N/A 

h. h. Where appropriate, consider holding a broader meeting 
of all impacted jurisdictions in which the group is selling 
insurance. Where appropriate, require the group to present 
its plans to all such regulators and for the regulators to 
announce their plans. 

N/A N/A 
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July 31, 2021 

Mr. John Rehagen, Chair 
NAIC Group Capital Calculation Working Group 
Via e-mail: ddaveline@naic.org 

Re:  Comments on the proposed Financial Analysis Handbook Regulatory Guidance for the GCC 
and Analyst Reference Guidance, dated May 18 

Dear Mr. Rehagen, 

The American Council of Life Insurers appreciates the opportunity to comment on the NAIC Group 
Capital Calculation (GCC) Working Group’s (the Working Group) proposed revisions to the 
Financial Analysis Handbook (FAH). We appreciate the significant and thoughtful work being done 
by the NAIC on throughout the GCC project and the Working Group’s receptivity to discussing our 
members’ views on various elements of the framework.  

While we are largely supportive of themes conveyed in the feedback provided by the Interested 
Party group, there a few topics we feel warranted additional detail provided in a distinct ACLI 
response: 

◼ The proposed threshold of 150%, which we believe is inconsistent with the Working
Group’s decision to use 200% ACL RBC as the calibration level for the GCC;

◼ The timeliness of establishing a GCC threshold before further analysis of GCC results are
completed.

1. The proposed threshold of 150%, based on the “sensitivity analysis” test, is inconsistent
with the Working Group’s decision to use 200% ACL RBC as the calibration level for the
GCC and should be revised.

The FAH includes a GCC threshold, below which a regulator may conduct a more in-depth 
analysis of the group. According to text in both the exposed documents, the GCC sensitivity 
analysis test, which is calibrated at 300%, is the threshold regulators should use as their 
benchmark to determine if additional analysis is warranted. This decision is inconsistent with the 
Working Group’s decision in October 2020: following multiple rounds of consultation on the GCC 
instructions and template, the Working Group endorsed a decision to use 200% ACL RBC as the 
calibration level and to include a “sensitivity analysis” tab that calculated a GCC ratio using a 300% 
ACL RBC calibration. The minutes of the October 30 Working Group meeting document the 
agreement, as well as instruction from the Chair to NAIC staff to update the draft FAH to reflect the 
decision.  We believe the FAH must be revised to align it with this pivotal decision.  
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ACLI members continue to strongly support the decision the Working Group made in October and 
believe introducing a disconnect between the reported GCC and approved template and the FAH 
would create the same concerns and challenges we voiced in the fall. We have appended two 
comment letters, for reference, that explain why it would have been highly problematic to calibrate 
the GCC to 300%. Our concerns have not changed, so we are appending the letters in lieu of 
repeating them in this letter. 

2. It is premature to establish a GCC threshold until further analysis of GCC results is
completed.

Additionally, we fully support the IP group’s call for the Working Group and NAIC to undertake 
additional analysis and evaluation of GCC results prior to identifying a specific threshold in the FAH. 
There is no immediate need to immediately establish a threshold, given the GCC’s intent to serve 
as a tool that provides regulators with enhanced transparency into the risk within a group rather 
than a standard that triggers supervisory action or requirements for insurers. In the interim period, 
in lieu of a pre-defined, hard-wired GCC threshold, the FAH could instead advise analysts to focus 
on downward trends – the analyst could consider performing the additional steps when a GCC 
ratio is trending downward over several years or if it has experienced a material decline in the 
current year. Alternatively, the FAH could use 100% GCC as a placeholder in Step 1, at least until 
more data is analyzed. 

Regardless of whether there is a predetermined threshold value in Step 1, we encourage the 
Working Group to consider whether additional analytical steps should be added to Step 1 of the 
GCC. For example: 

▪ Step 1X – If the GCC ratio is trending downward over multiple years or has experienced
a material decline in the current year, determine which entities may have led to the
negative trends.

▪ Step 1Y – If the GCC ratio is trending downward over multiple years or has experienced
a material decline in the current year and the change in the GCC is not driven from a
legal entity, but rather the change in allowable debt, note as such.

These steps would help the analyst quickly identify false positives and focus the in-depth analysis 
of available and required capital (i.e., steps 2 and 3) on entities that are the major source[s] of the 
GCC change or trend. This would preserve limited regulatory resources by allowing the analyst to 
quickly zero-in on the cause of the declining GCC. In some cases, like the example below, the 
change may have resulted from a relatively benign cause. For example, consider how a benign 
corporate tax change might impact a GCC ratio:  

1. Regulators notice that an insurance group, Alpha Group, has a significant one-year drop in
group solvency.

2. Rather than doing an analysis of all entities within Alpha Group, regulators follow Step 1X
and identify that Alpha Group’s declining group solvency trend is due entirely to Alpha
Japan. So, the analysis now focuses on Alpha Japan to identify the cause of the decline.

3. The regulator discovers that the change in Alpha Japan’s solvency levels is due to a
change in Japan’s corporate tax rate.

4. The analyst could validate this effect by looking at the group solvency impact of another US
group with a material Japanese subsidiary.
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Mariana Gomez-Vock 

Conclusion 

As such, the ACLI recommends striking all references to 300% and 150% until further analytical 
work is completed. If a threshold must be referenced in the FAH, we recommend using 100% 
GCC as a temporary placeholder. We also recommend consideration of adding one or two more 
group-wide inquiries in Step 1 that could help focus the additional, in-depth analysis (Steps 2 and 
3), on areas of concern and potentially eliminate false positives in GCC results. 

Thank you for your consideration of our comments. As always, we would be happy to discuss 
them with you or your staff at your convenience. 

Regards, 

Page 3 of 11
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Commissioner David Altmaier, Chair 
NAIC Group Capital Calculation Working Group  
National Association of Insurance Commissioners 
[via-email: LFelice@naic.org]  

October 20, 2020 

Re:  Comments on Proposed Group Capital Calculation (GCC) Instructions 

Dear Commissioner Altmaier, 

The North American CRO Council (CRO Council) is a professional association of Chief Risk 
Officers (CROs) from leading insurers based in the United States, Canada, and Bermuda. 
Member CROs currently represent 32 of the largest Life and Property and Casualty (P&C) 
insurers in North America.  The CRO Council seeks to develop and promote leading practices in 
risk management throughout the insurance industry and provide thought leadership and direction 
on the advancement of risk-based solvency and liquidity assessments.  

The CRO Council supports the NAIC’s decision to leverage existing solvency frameworks as the 
basis for its GCC framework.  By leveraging existing solvency frameworks, the GCC will 
benefit from their proven ability to capture the unique risks across various lines of insurance and 
jurisdictional market specificities.  More broadly, leveraging existing solvency frameworks will 
ensure continuity across existing supervisory tools, including those that are of greatest import to 
the CRO community.   

Notwithstanding its basis in existing jurisdictional capital regimes, the GCC is an innovative – 
and therefore unprecedented – metric for assessing an insurance group’s capital position.  As 
CROs, we believe it is essential for any group capital metric to be designed and implemented in a 
manner that coherently assesses the interactive components of the underlying methodology, as 
well as the metric’s quantitative impact and behavior across scenarios.   

We recognize that the NAIC has been working diligently to finalize the GCC in advance of 
important international milestones in the recognition of US modalities for assessing risks at the 
group level.  We commend the NAIC for both its high degree of transparency in developing the 
GCC methodology, as well as the care and deliberation it’s taken in evaluating each of the 
component methodological issues.  At this juncture, there are, rightly, several open issues that 
the NAIC is still considering, including treatment of senior debt, scalars, and calibration.  As we 
approach a critical stage in the finalization of the GCC methodology, it is vital to ensure that the 
ongoing resolution of these and other methodology issues are also evaluated and tested 
collectively, to ensure that GCC provides a coherent and meaningful group measure.     

In this vein, the CRO Council is concerned with the proposal to introduce a new regulatory tool 
for analyzing an insurer’s capital adequacy and risks by calibrating the GCC at a level that is 
inconsistent with existing regulatory and industry practices even if a group’s GCC would remain 
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confidential.  We believe that, rather than better enabling the GCC to provide insight into risks, 
such a move would create risks.  For example:   

• It could undermine the market’s perception of the solvency levels insurers are subject to
at the entity level and stakeholders would be left to decipher why state regulators feel the
need to assess risk at the group level in a manner than is different than the system they
have developed for supervising the same risks at the entity level.  Given the increased
prominence of group capital assessments since the great financial crisis, we believe the
GCC will receive broad interest and uptake by the stakeholder community and in turn,
the disconnect will become a point of focus.

• Even though the GCC will serve as an analytical tool and results will remain confidential,
introducing a new calibration level could undermine the market’s perception of the
capital adequacy of the sector.  Stakeholders may interpret the move to increase the level
of required capital regulators focus on for assessing capital adequacy and risks at the
group level as an effort to promote more prudent capital levels across the sector, despite
no change in the economics of the risks they are exposed to.  This in turn could give rise
to an unlevel playing field and arbitrage between insurers that are subject to the GCC,
and the related heightened capital expectations it could create, and those that are not.

• It could result in misinterpretations.  Stakeholders would be forced to learn a new scale
for assessing risks despite no change in the underlying risk exposures.

When it comes to supervisory assessments of risks, regulatory clarity is vital for policyholders 
and the insurers that are subject to the assessment and tools.  Actions that create uncertainty 
should be avoided unless they are anchored to a strong risk-based rationale.  Thus, we strongly 
encourage the NAIC to calibrate the GCC at a level that is consistent with existing regulatory 
and industry tools and conventions. 

The issue of calibration is inextricably linked with other facets of the GCC’s overarching design 
and methodology, including the development of scalars.  The treatment of scalars is, 
appropriately, the subject of ongoing in-depth study.  By contrast, the choice of a target 
calibration - a decision with potentially more significant consequences than scalars – is being 
decided in fairly short order and with substantially less consideration of its interplay with the rest 
of the GCC framework or potential unintended consequences that may arise. 

In addition, we note that the current debt limit structure could cause the GCC ratio to be more 
volatile than RBC ratios in recessionary environments.  During times of stress, when solvency 
capital declines, the amount of admissible debt is expected to be reduced using the current 
guidelines.  This would lead to a larger reduction in available capital in the GCC than under an 
RBC assessment and consequently a larger decline in the GCC ratio.  Furthermore, the GCC debt 
limits would disincentivize insurers to raise capital through debt issuances during times of stress 
because only a fraction of the debt would be treated as capital under the GCC.  We believe the 
heightened volatility and potential influence on capital management during times of stress are 
unintended consequences that should be remediated by raising the debt admissibility limits.  

138

Gomez
Typewritten text
Page 5 of 11_ACLI Appendix



Finally, the CRO Council recommends that the NAIC perform additional voluntary GCC data 
calls and coherent analysis of its final methodological decisions prior to adopting and 
implementing a final version in late 2021.  This work, which should include consideration of the 
framework’s ability to deliver appropriate risk insights during stress events, would help to ensure 
the final product is fit for purpose and credible to end users. 

Sincerely, 

Chair of North American CRO Council 
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Commissioner David Altmaier, Chair  
NAIC Group Capital Calculation Working Group  
National Association of Insurance Commissioners 
[via-email: LFelice@naic.org]  

October 15, 2020 

Re:  Comments on Group Capital Calculation Working Group’s GCC Instructions Document 

Dear Commissioner Altmaier: 

Our Coalition (“we”), which consists of American International Group, Inc., Global Atlantic Financial Group, Hannover 
Life Reassurance Company of America, Liberty Mutual Insurance Group, MetLife, Inc., Principal Financial Group, 
Protective Life Corporation, Prudential Financial, Inc., Reinsurance Group of America, Incorporated, Transatlantic 
Reinsurance Company, thank the Group Capital Calculation Working Group (“Working Group”) for the opportunity to 
provide input on key elements of the GCC.  We strongly support the development of the Group Capital Calculation 
(“GCC”) as a tool to enhance state regulators’ ability to protect policyholders and insurance markets.  We also 
strongly support the Working Group’s decision to “build on existing legal entity capital requirements where they exist 
rather than developing replacement / additional standards.”  As the Working Group has rightfully noted, such an 
approach strikes an ideal balance of “satisfying regulatory needs while at the same time having the advantages of 
being less burdensome and costly to regulators and industry and respecting other jurisdictions’ existing capital 
regimes.”   

During the public call the Working Group held on September 29, you noted that development of the first iteration of 
the GCC is approaching the “fatal flaws” stage.  With the fatal flaws stage on the horizon, our Coalition felt the need 
to collectively express the following shared perspectives: 

• We view the proposal to “calibrate the GCC” using 300% Authorized Control Level (“ACL”) Risk Based Capital
(“RBC”) – i.e., to use 300% ACL RBC as the denominator of the ratio – as a fatal flaw.

• We believe 2021 should serve as a period of study and analysis to ensure the various design elements come
together in a coherent manner and enable the GCC to accomplish its objective of providing state regulators a
“panoramic, transparent view of the interconnectedness, business activities, and underlying capital support for
an insurance group.”

Calibration of the GCC 

We believe the GCC should be calibrated using 200% ACL RBC in order to adhere to the considerations the 
Working Group has advised are guiding its efforts – i.e. develop a tool that provides state regulators greater 
insight into insurance groups in a manner that leverages and respects existing capital frameworks and practices 
and is less burdensome and costly.  Calibrating the GCC at 300% ACL RBC would be inconsistent with longstanding 
industry norms for reporting and discussing solvency which use 200% ACL RBC.  Further, it would also be 
inconsistent with state regulatory requirements for reporting and assessing capital adequacy and risks.  State 
regulatory requirements for solvency reporting are based on 100% ACL RBC (i.e., what is filed in the Annual 
Statement).   

Establishing an entirely new basis for reporting insurer solvency will create confusion and burden: 

• Reporting processes (internal and external) would need to adapt to accommodate the inconsistency;
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• Significant stakeholder education would be necessary to mitigate the confusion created by inconsistent
reporting basis between entity and group level ratios, between companies that are and are not subject to
the GCC, etc.;

• Market forces could lead to the establishment of 300% ACL RBC as a new basis for reporting and assessing
the financial strength of insurers, and in doing so, impact existing capital management practices and
expectations;

• It would create confusion over how state regulators assess and take action for solvency purposes – the
ladders of intervention are anchored to 100% ACL RBC; and

• It would create a wider inconsistency between the aggregation based group capital framework developed
by state regulators and the Federal Reserve Board.

More broadly, we do not believe the proposal to use 300% ACL RBC for calibration purposes would strengthen the 
ability of the GCC, or is necessary, to accomplish its objective of delivering state regulators transparency into 
insurance groups and protecting policyholders.  Rather, we believe this decision would serve to undermine the 
time-tested practices of state regulators and the industry. 

During the public call the Working Group held on September 29, NAIC staff had shared potential justifications for 
calibrating the GCC at 300% ACL RBC, which were mostly related to international considerations rather than the 
ability of the tool to accomplish its regulatory objective.  In the annex to this letter, we provide our perspectives 
on these justifications. 

Using 2021 as a period of study and analysis 

While development of the GCC has been informed by a generous amount of public consultation and dialogue, 
quantitative study has been relatively limited (2 baseline exercises and 1 field test).  In addition, consideration of 
the various design decisions has not been performed on the framework as a whole.  We believe these factors 
raise the importance of using 2021 to perform a holistic review of the framework that is approved later this year 
to ensure the various design elements come together in a coherent manner and allow it to accomplish its 
regulatory objective.  We believe this review should also include consideration of how the framework would 
perform in times of stress and any potential unintended consequences it could give rise to, including the potential 
for the proposed debt limit structure to create procyclicality.  Following this analysis, the Working Group, in 
consultation with the industry, should implement any modifications determined to be necessary before approving 
a final version of the GCC. 

200% ACL RBC Calibration

Entity A Entity B

GCC GCC
200% ACL RBC 300% ACL RBC

Calibration Calibration

Available Capital 900 800 1,700 1,700
Required Capital 200 300 500 750

Capital Ratio 450% 267% 340% 227%

Aligns with Industry Practices

A 300% ACLI RBC calibration for 
the GCC would create an 

unnecessary inconsistency and 
confusion without enhancing the 

ability of the GCC to provide 
insight into risk

200
300

800
900
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We again thank the Working Group for seeking stakeholder input on key elements of the GCC and would welcome 
the opportunity to discuss the information included in this response should the Working Group or NAIC staff engaged 
in the GCC project wish to do so. 

Sincerely, 

American International Group, Inc.  
Global Atlantic Financial Group 
Hannover Life Reassurance Company of America 
Liberty Mutual Insurance Group 
MetLife, Inc.  
Principal Financial Group  
Protective Life Corporation 
Prudential Financial, Inc. 
Reinsurance Group of America, Incorporated  
Transatlantic Reinsurance Company
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Annex 
Perspectives on NAIC Staff Comments on GCC Calibration 

During the public call the Working Group held on September 29, NAIC staff had shared a few potential justifications 
for calibrating the GCC at 300% ACL RBC, which were mostly related to international considerations rather than the 
ability of the tool to accomplish its regulatory objective.  Below we offer our perspectives on why we believe the 
NAIC justifications are not sufficient or appropriate grounds for calibrating the GCC at 300% ACL RBC. 

• Calibrating to 300% ACL RBC would reinforce that the GCC is an analytical tool rather than a standard or
requirement

Coalition Perspective

We support the intent to reinforce the point that the GCC is an analytical tool as opposed to a standard however,
we do not believe establishing a distinct calibration level is an effective or appropriate means for doing so and
further that the point would be lost on most stakeholders.  Rather than serving to reinforce the “tool versus
standard” point, we believe establishing a new basis for solvency reporting in the U.S. would only serve as a source
of confusion over how state based insurance supervision works by adding further complexity to the system.  We
believe framing of the GCC as a tool should be explicit in the GCC Instructions, the guidance to be included in the
Financial Analysis Handbook, and other communications by the NAIC and state regulators.

• 300% ACL RBC has been used as a reference point in the Credit for Reinsurance Models and the Covered
Agreements with the EU and UK

Coalition Perspective

The Credit for Reinsurance Models and Covered Agreements establish a relationship between supervisory
intervention points in different jurisdictions – specifically that the ability to apply the Trend Test at 300% ACL RBC,
and subsequent actions that could be taken, aligns with the supervisor actions that may be pursed at 100%
Solvency Capital Requirement (“SCR”) under Solvency II or 200% Solvency Margin Ratio (“SMR”) for Japan, etc.
While these initiatives established relationships between intervention levels, they do not call for, or warrant,
establishing a distinct calibration level for the GCC.  Rather, we believe the initiatives reinforce the existing ladders
of intervention approach that guides how state regulators assess insurer solvency and is anchored to a 100% ACL
RBC calibration.  As noted above, we believe establishing a distinct calibration basis for the GCC would only serve
as a source of confusion over how state based insurance supervision works by adding further complexity system –
including the inconsistency introduced between the GCC the Credit for Reinsurance Models and Covered
Agreements.

More broadly, we believe it may be appropriate to consider the relationships the Credit for Reinsurance Models
and Covered Agreements established when establishing scalars between the respective regimes that are
encompassed by the various agreements.

• 300% ACL calibration may help with efforts to advance the Aggregation Method (“AM”) at the global level

Coalition Perspective

We fully support the effort to advance the Aggregation Method at the global level and believe that, as the world’s
largest insurance market, the International Association of Insurance Supervisors (IAIS) must recognize and accept
the U.S. state based approach to assessing group capital adequacy.  While the GCC and AM are related, we believe
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they must be developed separately given differences in how they will be applied and their different time horizons 
for development.   

Decisions on the design of the GCC should be guided by the objective of making sure it is appropriate for the U.S. 
market and will meet the needs of U.S. stakeholders – regulators, policyholders, insurers, etc.  Where they exist, 
the time-tested frameworks and practices state regulators and U.S. insurers employ should serve as the foundation 
of the GCC.  Deviations from these practices should be avoided unless there is a clear and objective rationale for 
how an alternative approach will better enable the GCC to provide state regulators insight into risks within 
insurance groups and protect policyholders.  We believe it would be inappropriate to base GCC design decisions – 
especially for core elements – on what “could” help advance AM comparability discussions: 

• Catering the design of the GCC to appease the views of foreign jurisdictions could result in a framework that
does not best suit the U.S. insurance market; and

• There are no assurances that decisions made today regarding the design of the GCC will secure support for
the AM from non-U.S. IAIS members, many of whom continue to be skeptical of the AM.

The design of the GCC should inform the NAIC’s work on the AM, which will continue after adoption and 
implementation of the GCC.  Given that the AM is intended to serve as a framework that jurisdictions around the 
world could embrace, we recognize that collaboration and negotiations with these markets could result in a final 
AM that includes some differences from the GCC.  However, the scope of such differences is impossible to predict 
at present and therefore consideration of the extent to which they would require tweaks to how the GCC has been 
implemented should be deferred until there is more clarity and certainty.  

More broadly, it is important to reiterate that while items such as the Covered Agreements and Credit for 
Reinsurance Models have established relationships between intervention levels, they do not call for, or warrant, 
establishing a distinct calibration level for the GCC or AM.  With respect to assessing comparability of the AM to 
the alternative approaches, the focus should be the ability of the tool to provide decision-useful insight into risks 
and protect policyholders as opposed to attempting to quantitatively align results to flawed benchmarks such as 
best efforts field test ratios or the intervention level assigned to the Market Adjusted Valuation (MAV) approach. 
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