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MEMORANDUM 

TO: Kevin Fry, Chair, Valuation of Securities (E) Task Force 
Members of the Valuation of Securities (E) Task Force 

FROM: Charles A. Therriault, Director, NAIC Securities Valuation Office (SVO) 
Robert Carcano, NAIC Consultant 

CC: Eric Kolchinsky, Director, NAIC Structured Securities Group (SSG) and Capital Markets Bureau 

RE: Proposed Amendment to Add Text to the Purposes and Procedures Manual of the NAIC Investment 
Analysis Office (P&P Manual) Referencing Administrative Codes Used to Report Regulatory Transactions 

DATE:   April 20, 2019 (Amended August 15, 2019) 

1. Introduction – The Valuation of Securities (E) Task Force has received a referral (Exhibit One) from the
Statutory Accounting Principles (E) Working Group to address reporting for regulatory transactions. The P&P Manual
defines the term “regulatory transactions” and provides that such transactions: 1) are not eligible for credit assessment
by the SVO; 2) are not eligible for filing exemption (FE); 3) cannot be self-assigned the administrative symbol Z under 
the 120 rule; 4) cannot be self-assigned as 5GI securities; and 5) cannot be entered into NAIC systems maintained for
the Task Force. The P&P Manual also provides that a domiciliary state insurance department may request SVO or
SSG assistance in the assessment of a regulatory transaction, with the understanding that the state can adopt the SVO
or SSG work product as its own, but the determination is a state determination and not an NAIC work product. Despite
this specified treatment, there is no specific instruction for reporting regulatory transactions, and reporting entities do
not have any available reporting options when investment schedules require an NAIC designation. The Working Group
initiated a project (agenda item 2018-06) to address reporting for regulatory transactions in response to a referral from
the Reinsurance (E) Task Force.

On April 6, the Working Group adopted a revised staff recommendation to add reporting codes for the investment 
component of regulatory transactions. Under the adopted procedure, a reporting entity would use the code “RTS” 
when the domiciliary state has received assistance from the SVO (or SSG) in reviewing a regulatory transaction. In 
those cases, the code would be reported with the “analytical value” (a new term defined below) assigned by the SVO 
and given to the state. The code “RT” would be used for all other regulatory transactions; i.e., those in which the 
domiciliary state did not ask the SVO for assistance or those where the SVO was unable to determine an analytical 
value for the transaction for the state. This code would be reported with an NAIC 6 designation for measurement and 
risk-based capital (RBC) assessments. These codes are specific to Schedule D, Part 1 reporting because those 
schedules require reporting a “designation” for all securities. A reporting entity may identify a regulatory transaction 
on other investment schedules, but such other schedules do not require that an NAIC designation be reported       (e.g., 
Schedule BA items are not required to be reported with an NAIC designation.) 

The Working Group’s referral requests that the new codes be incorporated into the P&P Manual as part of the guidance 
on regulatory transactions. SVO staff worked with staff in the NAIC Financial Regulatory Services (FRS)   Division 
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on the outline of the adopted proposal and so supports the recommended change because it aligns the reporting for 
regulatory transactions structured as bonds with the limitations prescribed by the P&P Manual mentioned above. 
Accordingly, the SVO proposes an amendment to the P&P Manual, shown below, to implement it. If the Task Force 
adopts the proposed amendment, the SVO recommends a further referral to the Blanks (E) Working Group to add 
these codes to the administrative list in the instructions. 

 
2. Proposed Amendments – The proposed amendments are shown in both the 2018 P&P Manual format and 
in the newly adopted 2019 P&P Manual format. Please note that the Task Force adopted revisions to the text to clarify 
treatment for an investment security that may be a component of a regulatory transaction. That version of the text, 
which is on the Task Force’s/SVO page on the NAIC website, is used to show the proposed amendments in both P&P 
Manual formats. 
 
The updated amendment includes instructions and Administrative Codes for newly acquired regulatory transactions, 
the continuation of an analytical value over year-end and clarifying updates to the definitions. 
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Amendments Shown in 2018 P&P Manual Format 
 

Part One Purposes, General Polices and Instructions to the SVO 
Section 2 – Policies Defining the SVO Staff Function … 

 
d) SVO Regulatory Products … 
(iii)       Authority to Direct Insurers on Reporting 
The SVO has responsibility and authority to assess securities that are reportable on Schedule D and Schedule BA of 
the NAIC Financial Statement Blank. It is, therefore, part of the role of the SVO to determine when financial 
instruments or securities are not eligible for reporting on Schedule D and Schedule BA. The SVO may, therefore, be 
required to inform an insurer filer to redirect a financial instrument or security reported to the SVO to another schedule. 
Similarly, the SVO may also be required to inform an insurer filer that an instrument filed with the SVO pursuant to 
Part Two, Section 2 a) of this Manual does not meet the definition of an Investment Security and cannot be assessed 
as such or that a financial transaction or security filed with the SVO meets the definition of a Regulatory Transaction 
eligible for assessment by the SVO only in accordance with the procedures discussed in under Part Three, Section 6 
of this Manual. In all cases in which a situation described in this subparagraph is presented, final determination as to 
what statutory accounting and reporting applies to the instrument or security is made in consultation between NAIC 
statutory accounting staff and the SVO. 

 
… 

 

Part Two Filing with the SVO 
Section 2. General Reporting Framework 

 
a) Obligation to Report 
Insurance companies domiciled in any state of the United States, or any of its territories or possessions, and required 
by the law of their domiciliary state or territory to report NAIC Designations for their Investment Securities in the 
NAIC Financial Statement Blank, shall report purchases of Investment Securities to the SVO or, in the case of 
Investment Securities exempt from filing with the SVO, for example, pursuant to Part Three, to the NAIC, as required 
by this Manual. 

 
For purposes of this Part Two, Section 2 a), an Investment Security means an instrument evidencing a lending 
transaction between an insurance company as lender and a non-affiliated borrower, where the borrower’s sole 
motivation is to borrow money and the insurance company’s sole motivation is to make a profit on the loan that the 
state of domicile regulates by reference to the NAIC Financial Regulation Standards and Accreditation Program. 
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The SVO shall have no authority to issue NAIC Designations or any other NAIC analytical product to an insurance 
company for a Regulatory Transaction under Section 2 a) of this Part. 

 
Part Three, Section 6 of this Manual provides that the SVO may assist a state insurance department in the assessment 
of the security component of a Regulatory Transaction and may issue an SVO Analytic Value to the department at the 
conclusion of the assessment. Part Three, Section 6 also provides instructions to insurance companies on how to report 
the security component of a Regulatory Transactions on investment schedules. 
See Part Three, Section 6 of this Manual for the definition of Regulatory Transaction and a description of the processes 
governing their assessment. 

 

Part Three Credit Assessment 
Section 6 – Regulatory Transactions 

a) Defined 
Regulatory Transaction” means a security or other instrument in a transaction submitted to one or more state insurance 
departments for review and approval under the regulatory framework of the state or states. The term Regulatory 
Transaction is more broadly defined as a transaction engineered to address a regulatory concern one or more insurers 
have or may have that should be submitted to a state insurance department for approval and that has as a component 
a security or other instrument which on a stand-alone version may be an Investment Security, as defined in this Manual, 
that is eligible for assignment of an NAIC Designation.[RC1] 

 
b) Status of Regulatory Transactions  - A Regulatory Transaction is not eligible for: 

 
 Assignment of an NAIC Designation by the SVO; 
 The filing exemption process for publicly rated securities; 
 The private letter rating component of the filing exemption or for use of the PLGI designation symbol; 
 Self-assignment by an insurer of the administrative symbol Z  under the 120 rule; 
 Self-reporting by an insurer on the general interrogatory for securities eligible for filing exemption but for which 

no NAIC CRP credit rating is available (i.e., 5GI) and 
 Inclusion in the SVO List of Investment Securities or any other NAIC electronic system or processes maintained 

for operations of the Valuation of Securities (E) Task Force. 
 

c) Intent 
 

This Section provides guidance to the SVO and the SSG on how to manage requests for assistance made by a state 
insurance department under Part Two, Section 2 b) of this Manual. Insurance companies shall not report a Regulatory 
Transaction as a Filing Exempt security, and the NAIC staff shall not assign an NAIC Designation to the security 
component of a Regulatory Transaction or to the Regulatory Transaction or add them to the Filing Exempt Securities 
Process of the SVO List of Investment Securities. See, the instructions on Regulatory Transactions contained in the 
compilation instructions in Part One, Section 3. e) and g) – l). This does not preclude the SVO from working directly 
with a state insurance department and issuing an opinion to the department consistent with the instructions outlined in 
this Manual. [RC2] 

 

d) The Security Component of a Regulatory Transaction 
 

However[RC3], as discussed defined above, the security component of a Regulatory Transaction may be an Investment 
Security that is eligible for designation under filing exemption or by the SVO on a stand-alone basis. 
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For example, 
 

A. An insurance company entered into a coinsurance reinsurance transaction that requires regulatory approval and as 
part of that transaction, received an IBM bond. The IBM bond, when owned by an insurance company as a stand- 
alone investment, would be considered Filing Exemption but the whole regulatory transaction would not be eligible 
for Filing Exemption. In this example, the IBM bond is assumed to be an Investment Security, as defined in this 
Manual. 

 
B. An IBM bond that was eligible for Filing Exemption was sold/transferred from an insurance company to an 
affiliated insurance company that requires regulatory approval. Such an IBM bond would still be considered eligible 
for Filing Exemption when owned by an insurance company as a stand-alone investment. In this example, the IBM 
bond is assumed to be an Investment Security, as defined in this Manual. Any other parts of the transaction requiring 
regulatory approval, if any, would not be eligible for Filing Exemption. 

 
 

ec) Procedure –Assessment of the Investment Security Component of a  Regulatory Transaction 
Guidelines 

 
 

The SVO or SSG is authorized to conduct an analytical assessment on behalf of any state insurance department that 
requests such assistance. 

If an insurance company files a Regulatory Transaction with the SVO via the ATF process or under the Regulatory 
Treatment Analysis Service (RTAS) process, the SVO shall first contact the state insurance department of the 
insurance company’s state of domicile to disclose that a Regulatory Transaction has been submitted and inquire 
whether the state insurance department wants SVO analytical assistance. 

The SVO or SSG is authorized to conduct an analytical assessment on behalf of any state insurance department that 
requests such assistance. If the state insurance department of the insurer’s state of domicile requests such assistance, 
the SVO shall engage in the requested analytical assessments of the security component of the Regulatory Transaction. 
In its assessment the SVO determinations would may make use of include and refer to NAIC analytical benchmarks, 
such as those used to produce NAIC Designations, valuation or classification assessments, and such determinations 
may be given by the SVO or SSG to the state insurance department. 

Determinations made by the SVO or SSG given to a state insurance department in connection with the assessment of 
the security component of a Regulatory Transaction shall be referred to as an SVO Analytic Value, (defined below) 
to prevent confusion in the reporting by an insurer of the Regulatory Transaction or the security component of the 
Regulatory Transaction to the domiciliary state insurance department and the reporting of a stand-alone Investment 
Security under the general procedures applicable to them.. 

SVO or SSG determinations given in connection with the assessment of a Regulatory Transaction may be given to the 
state insurance department may be and adopted by the state insurance department as part of that state’s internal 
determination of the regulatory issues presented by the Regulatory Transaction. However, SVO assessments of the 
security component of a Regulatory Transaction will not be entered into NAIC computer systems reserved for 
Investment Securities, as defined in Part Two, Section 2 a) of this Manual or added to the SVO List of Securities as 
defined in Part One, Section 3 k) of this Manual. The insurance department may give the SVO Analytical Value to the 
insurer and instruct the insurer to use the SVO Analytical Value to report the security component of the Regulatory 
Transaction to the state, as more fully discussed below. 
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f) Reporting Regulatory Transactions on Investment Schedules 
 

A Regulatory Transaction is reported on an investment schedules. A Regulatory Transaction reported on Schedule D, 
Part I, must be reported with one of the two codes described below. The codes track the security component. Other 
investment schedules do not require that an NAIC Designation be reported. (For example, Schedule BA items are not 
required to be reported with an NAIC Designation.) The codes ONLY communicate information about the security 
component of the Regulatory Transaction. Each of the two codes identifies a different reporting paradigm and requires 
the reporting entity to report an SVO Analytical Value, defined below. 

 
g. Definition of SVO Analytical Value 

 
An SVO Analytical Value produced by the SVO is an expression of the credit quality of the security component of a 
Regulatory Transaction which is expressed with the numerical symbols 1 through 6 in the case of a Regulatory 
Transaction within the reporting paradigm associated with the RTS code. In the case of the security component of a 
Regulatory Transaction within the reporting paradigm associated with the RT code the SVO has not developed the 
SVO Analytical Value but in that case the Value is expressed with the numerical symbol 6. 

 
h. Codes and Their Meaning 

 
RTS is reported for a Regulatory Transaction for which: 1) a state insurance department requested SVO assistance in 
assessing the credit quality of the security component of the Regulatory Transaction; 2) the SVO provided an SVO 
Analytical Value for the security to the department and 3) the department thereafter directed its insurer to report the 
SVO Analytical Value. For the securities components of a Regulatory Transaction within the RTS reporting paradigm, 
the reporting entity reports the analytical value it received from the department which is the same one the SVO 
provided to the department. The SVO Analytical Value associated with the RTS code is expressed as a numerical 
symbol from 1 through 6; i.e., 4RTS. An SVO Analytical Value is ONLY assigned by the SVO if the SVO determines 
the Regulatory Transaction is an Investment Security if engaged in on a stand-alone basis. An SVO Analytical Value 
is not a preliminary or an official NAIC Designation and cannot be entered into NAIC systems maintained to support 
the operations of the Valuation of Securities Task Force either by the SVO or anyone else. 

 

RT is reported for a Regulatory Transaction for which a state insurance department did not request assistance from 
the SVO in assessing the credit quality of the security component of the Regulatory Transaction or in which the 
department requested the assistance of the SVO but the SVO determined the security component of the Regulatory 
Transaction was not an Investment Security if engaged in on a stand-alone basis or the SVO was unable to provide an 
SVO Analytical Value for the security component of the Regulatory Transaction. For the security component of 
Regulatory Transactions within the RT reporting paradigm, the reporting entity always self-assigns and reports the 
SVO Analytical Value 6; i.e. 6RT. 
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Proposed Amendments Shown in 2019 P&P Manual Format 
 

Part One Policies of the NAIC Valuation of Securities Task Force 
 

Authority to Direct Insurers on Reporting 
 

40. The SVO is assigned to assess investment securities reported to state regulators on Schedule D and Schedule 
BA. To fulfill its function SVO must be able to communicate to an insurer that has filed a financial instrument or 
security that the financial instruments or security is not an investment security eligible for reporting on Schedule D  

and Schedule BA. SVO may be required to communicate to an insurer that it must refile a financial instrument or 
security to another schedule. SVO may also have to communicate to an insurer that an instrument the insurer has filed 
does not meet the definition of an Investment Security in this Manual and is therefore not eligible to be assessed or 
that the financial transaction or security is a Regulatory Transaction that can only be assessed by the SVO for 
assessment by the SVObut only in accordance with the procedures discussed in this Manual if requested by a state 
insurance department. When situations occur that require the SVO to communicate reporting or related statutory 
guidance to an insurer, SVO consults with Financial Regulatory Services Division staff to ensure the communication 
to the insurer is accurate. 

 
Part One Policies of the NAIC Valuation of Securities Task Force 

Filing Securities with the SVO 

NOTE: See “General Filing Procedures” and “Filing Process and Required Documents” in Part Two and the various 
asset specific sections in Part Three for filing instructions and documentation requirements specific to the security or 
asset type discussed in those section. 

 
Obligation to File Securities with the SVO 

48. Insurance companies domiciled in any state of the United States, or any of its territories or 
possessions, that have adopted laws incorporating the standards in the NAIC Financial Regulation 
Standards and Accreditation Program that require the use of NAIC Designations or other analytical 
products for Investment Securities are required by those laws to file purchases of Investment 
Securities with the SVO as indicated in this Manual to obtain the NAIC Designation or other 
analytical product required by state law. 

49. Investment Security means an instrument that documents a lending transaction between an insurance 
company as lender and a non-affiliated borrower, where the borrower’s sole motivation is to borrow 
money and the insurance company’s sole motivation is to make a profit on the loan that the state of 
domicile regulates by reference to the NAIC Financial Regulation Standards and Accreditation 
Program. 

50. The SVO shall have no authority to issue NAIC Designations or any other NAIC analytical product 
to an insurance company for a Regulatory Transaction. This Manual provides that the SVO may 
assist a state insurance department in the assessment of the security component of a Regulatory 
Transaction and may issue an SVO Analytic Value to the department at the conclusion of the 
assessment. This Manual also provides instructions to insurance companies on how to report the 
security component of a Regulatory Transactions on investment schedules. 

 
Part One Policies of the NAIC Valuation of Securities Task Force 
Policies Applicable to Specific Asset Classes 
Regulatory Transactions 

 
Defined 
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111. Regulatory Transaction means a security or other instrument in a transaction submitted to one or more state 
insurance departments for review and approval under the regulatory framework of the state or states. The term 
Regulatory Transaction is more broadly defined as a transaction engineered to address a regulatory concern one or 
more insurers have or may have that should be submitted to a state insurance department for approval and that has as 
a component a security or other instrument which on a stand-alone version may be an Investment Security, as defined 
in this Manual, that is eligible for assignment of an NAIC Designation.[RC4] 

 

Intent 
 

112. This section provides guidance to the SVO and the SSG on how to manage requests for assistance made by 
a state insurance department made as permitted in this Manual. Insurance companies shall not report a Regulatory 
Transaction as a Filing Exempt security, and the NAIC staff shall not assign an NAIC Designation to the security 
component of a Regulatory Transaction or to the Regulatory Transaction or add them to the Filing Exempt Securities 
Process of the SVO List of Investment Securities. This does not preclude the SVO from working directly with a state 
insurance department and issuing an opinion to the department consistent with the instructions outlined in this 
Manual.[RC5] See Regulatory Transactions in Part Three for guidance on the status of the security component of a 
Regulatory Transaction. 

 
 

NOTE: See “Regulatory Transactions” in Part Three and “Compilation and Publication of the SVO List of Investment 
Securities” in Part Two. Regulatory Transactions are excluded from all NAIC data files used to produce the SVO List 
of Investment Securities, including the data file that houses information about insurer-owned filing exempt securities. 

 
 

Part Three SVO Procedures and Methodology for the Production of NAIC Designations 

Regulatory Transactions 

NOTE: See “Policies Applicable to Specific Asset Classes” in Part One for the policies governing this activity, as well 
as “Specific Populations of Securities Not Eligible for Filing Exemption” in “Procedure Applicable to Filing Exempt 
(FE) Securities and Private Letter (PL) Rating Securities” above. 

 
Defined 

9. Regulatory Transaction means a security or other instrument in a transaction submitted to one or 
more state insurance departments for review and approval under the regulatory framework of the 
state or states. 

The term Regulatory Transaction is more broadly defined as a transaction engineered to address a 
regulatory concern one or more insurers have or may have that should be submitted to a state 
insurance department for approval and that has as a component a security or other instrument which 
on a stand-alone version may be an Investment Security, as defined in this Manual, that is eligible 
for assignment of an NAIC Designation.[RC6] 

Status of Regulatory Transactions 
 

10. - A Regulatory Transaction is not eligible for: 
 

 Assignment of an NAIC Designation by the SVO; 
 The filing exemption process for publicly rated securities; 
 The private letter rating component of the filing exemption or for use of the PLGI designation 

symbol; 
 Self-assignment by an insurer of the administrative symbol Z under the 120- rule; 
 Self-reporting by an insurer on the general interrogatory for securities eligible for filing 

exemption but for which no NAIC CRP credit rating is available (i.e., 5GI) and 
 Inclusion in the SVO List of Investment Securities or any other NAIC electronic system or 
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processes maintained for operations of the Valuation of Securities (E) Task Force. 
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Insurance companies shall not report a Regulatory Transaction as a Filing Exempt security, and the 
NAIC  staff  shall  not assign  an NAIC Designation to  the security  component of   a   Regulatory 
Transaction or to the Regulatory Transaction or add them to the Filing Exempt Securities  Process 
of the SVO List of Investment Securities. See, the instructions on Regulatory Transactions contained 
in the compilation instructions in Part One, Section 3. e) and g) – l)this Manual. This does not 

to the department consistent with the instructions outlined in this Manual. [RC7] 

 

Intent 

11. This Section provides guidance to the SVO and the SSG on how to manage requests for assistance 
made by a state insurance department under as authorized in Part Two, Section 2 b) of this Manual. 

 
 
 
 
 

preclude the SVO from working directly with a state insurance department and issuing an  opinion 
 

The Security Component of a Regulatory Transaction 
 

12. However[RC8], as discussed defined above, the security component of a the broadly defined 
Regulatory Transaction - a transaction engineered to address a regulatory concern one or more insurers have or 
may have that should be submitted to a state insurance department for approval - may be an Investment Security 
that Filing Exempt or may be eligible for designation under filing exemption or by the SVO on a 
stand-alone basis. For example, 

 
A. An insurance company entered into a coinsurance reinsurance transaction that requires regulatory 
approval and as part of that transaction, received an IBM bond. The IBM bond, when owned by an 
insurance company as a stand-alone investment, would be considered eligible for Filing Exemption 
but the whole regulatory transaction would not be eligible for Filing Exemption. In this example, 
the IBM bond is assumed to be an Investment Security, as defined in this Manual. 

 
B. An IBM bond that was eligible for Filing Exemption was sold/transferred from an insurance 
company to an affiliated insurance company that requires regulatory approval. Such an IBM bond 
would still be considered eligible for Filing Exemption when owned by an insurance company as a 
stand-alone investment. In this example, the IBM bond is assumed to be an Investment Security, as 
defined in this Manual. Any other parts of the transaction requiring regulatory approval, if any, 
would not be eligible for Filing Exemption. 

 
Guidelines 

Procedure –Assessment of the Security Component of a Regulatory Transaction 

10. The SVO or SSG is authorized to conduct an analytical assessment on behalf of any state insurance 
department that requests such assistance. 

13. If an insurance company files a Regulatory Transaction with the SVO via the ATF process or under 
the Regulatory Treatment Analysis Service (RTAS) process, the SVO shall first contact the state 
insurance department of the insurance company’s state of domicile to disclose that a Regulatory 
Transaction has been submitted and inquire whether the state insurance department wants SVO 
analytical assistance. 

14. The SVO or SSG is authorized to conduct an analytical assessment on behalf of any state insurance 
department that requests such assistance. If the state insurance department of the insurer’s state of 
domicile requests such assistance, the SVO shall engage in the requested analytical assessments of 
the security component of the Regulatory Transaction. In its assessment, the SVO would make use 
of SVO determinations may include and refer to NAIC analytical benchmarks, such as those used 
to produce NAIC Designations, valuation or classification assessments, and such determinations 
may be given by the SVO or SSG to the state insurance department. 
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15   Determinations made by the SVO or SSG given to a state insurance department in connection with the 
assessment of the security component of a Regulatory Transaction shall be referred to as an SVO 
Analytic Value, (defined below) to prevent confusion in the reporting by an insurer of the Regulatory 
Transaction or the security component of the Regulatory Transaction to the domiciliary state 
insurance department and the reporting of a stand-alone Investment Security under the general 
procedures applicable to them. 

 
 

16. SVO or SSG determinations given in connection with the assessment of a Regulatory Transaction 
may be given to and adopted by the state insurance department may be adopted by the state insurance 
department as part of that state’s internal determination of the regulatory issues presented by the 
Regulatory Transaction. However, SVO assessments for the security component of a Regulatory 
Transaction will not be entered into NAIC computer systems reserved for Investment Securities as 
defined in this Manual or added to the SVO List of Securities as defined in this Manual. [RC9]The 
insurance department may give the SVO Analytical Value to the insurer and instruct the insurer to 
use the SVO Analytical Value to report the security component of the Regulatory Transaction to the 
state, as more fully discussed below. 

 
 

Reporting Regulatory Transactions on Investment Schedules 
 

17. A security component of a Regulatory Transaction is reported on an investment schedules. A The 
security component of a Regulatory Transaction reported on Schedule D, Part I, must be reported 
with one of the two codes described below, unless it would otherwise qualify as an Investment 
Security eligible for designation under filing exemption or by the SVO on a stand-alone basis absent 
the broadly defined Regulatory Transaction (as discussed above). The codes track the security 
component. Other investment schedules do not require that an NAIC Designation be reported. (For 
example, Schedule BA items are not required to be reported with an NAIC Designation.) The codes 
apply ONLY to the security component of the Regulatory Transaction. Each of the two codes 
identifies a different reporting paradigm and requires the reporting entity to report an SVO 
Analytical Value, defined below. 

 

Definition of SVO Analytical Value 
 

18. An SVO Analytical Value produced by the SVO is an expression of the credit quality of the security 
component of a Regulatory Transaction which is expressed with the numerical symbols 1 through 6 
in the case of a Regulatory Transaction within the reporting paradigm associated with the RTS code 
and is expressed with the numerical symbol 6 can  be expressed with the grade indicated by the 
letters A through G for Analytical Value of 1, and three delineations each for the Analytical Value 
2, 3, 4 and 5 indicated by the letters A, B and C, and one delineation for Analytical Value 6. In the 
case of the security component of a Regulatory Transaction within the reporting paradigm associated 
with the RT code the SVO has not developed the SVO Analytical Value but in that case the Value is 
expressed with the numerical symbol 6. 

 
Codes and Their Meaning 

 

19. RTS is reported for a the security component of a Regulatory Transaction for which: 1) a state 
insurance department requested SVO assistance in assessing the credit quality of the security 
component of the Regulatory Transaction; 2) the SVO provided an SVO Analytical Value for the 
security to the department and 3) the department thereafter directed its insurer to report the SVO 
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Analytical Value. For the security component of a Regulatory Transaction within the RTS reporting 
paradigm, the reporting entity reports the analytical value it received from the department which is 
the same one the SVO provided to the department. The SVO Analytical Value associated with the 
RTS code is expressed as a 



Attachment A 
Valuation of Securities (E) Task Force 

8/15/19 

© 2019 National Association of Insurance Commissioners 13 

 

 

 

numerical symbol from 1 through 6; i.e., 4RTS. The RTS SVO Analytical Value may be used in 
conjunction with the SVO Analytical Department Symbols and instructions defined in this manual 
and assigned by the SVO associated with: IF, YE and Z (but only for RTS securities issued within 
120-days of the reporting period-end date); i.e. 1.G RTSYE, 4.B RTSIF, 3.A RTSZ as detailed in 
the Annual Statement Instructions. 
 
An SVO Analytical Value is ONLY assigned if the SVO determines the security component of the 
Regulatory Transaction would not qualify as is an Investment Security eligible for designation under 
filing exemption or by the SVO if engaged in on a stand-alone basis. An SVO Analytical Value is 
not a preliminary or an official NAIC Designation and cannot be entered into NAIC systems 
maintained to support the operations of the Valuation of Securities Task Force either by the SVO or 
anyone else. 

 

20. RT is reported for the security component of a Regulatory Transaction for which a state insurance 
department did   not request assistance from the SVO in assessing the credit quality of the security 
component of the Regulatory Transaction or in which the department requested the assistance of the 
SVO but the SVO determined the security component of the Regulatory Transaction was not an 
Investment Security if engaged in on a stand-alone basis or the SVO was unable to provide an SVO 
Analytical Value for the security component of the Regulatory Transaction. For the security 
component of Regulatory Transactions within the RT reporting paradigm, the reporting entity 
always self-assigns and reports the SVO Analytical Value 6; i.e. 6RT. 

 
 
 

G:\SECVAL\DATA\Vos-tf\Meetings\2019\September\Sep 5\RT drafts\Task Force 2019 Updated Amend PP To Add Admin Codes for 
Regulatory Transactions v2.docx 


	MEMORANDUM
	Amendments Shown in 2018 P&P Manual Format
	Part Two Filing with the SVO
	Part Three Credit Assessment Section 6 – Regulatory Transactions
	a) Intent
	ec) Procedure –Assessment of the Investment Security Component of a  Regulatory Transaction Guidelines
	Proposed Amendments Shown in 2019 P&P Manual Format
	Part One Policies of the NAIC Valuation of Securities Task Force Filing Securities with the SVO
	Obligation to File Securities with the SVO
	Part One Policies of the NAIC Valuation of Securities Task Force Policies Applicable to Specific Asset Classes
	Part Three SVO Procedures and Methodology for the Production of NAIC Designations Regulatory Transactions
	Status of Regulatory Transactions
	Intent

