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AGENDA
1.

Consider Adoption of its March 8 and 2020 Fall National Meeting Minutes
—Commissioner Scott A. White (VA)

Attachment One

2.

Consider Adoption of its Task Force and Working Group Reports
—Commissioner Scott A. White (VA)
a. Accounting Practices and Procedures (E) Task Force
b. Capital Adequacy (E) Task Force
c. Examination Oversight (E) Task Force
d. Financial Stability (E) Task Force
e. Receivership and Insolvency (E) Task Force
f. Reinsurance (E) Task Force
g. Risk Retention Group (E) Task Force
h. Valuation of Securities (E) Task Force
i. Group Capital Calculation (E) Working Group
j. Group Solvency Issues (E) Working Group
k. Mortgage Guaranty Insurance (E) Working Group
l. National Treatment and Coordination (E) Working Group

Attachment Two
Attachment Three
Attachment Four
Attachment Five
Attachment Six
Attachment Seven
Attachment Eight
Attachment Nine
Attachment Ten
Attachment Eleven
Attachment Twelve
Attachment Thirteen

3.

Consider Adoption of Guideline for Definition of Reciprocal State in
Receivership Laws—James Kennedy (TX)

Attachment Fourteen

4.

Consider Adoption of New Receivership Subgroup & Related Charge
—James Kennedy (TX)

Attachment Fifteen

5.

Consider Adoption of Revised SSAP No. 71-Policy Acquisition Costs
and Commissions—Jamie Walker (TX)

Attachment Sixteen
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6.

Adjournment
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Financial Condition (E) Committee
4/15/21
Draft: 3/9/21
Financial Condition (E) Committee
Virtual Meeting
March 8, 2021
The Financial Condition (E) Committee met March 8, 2021. The following Committee members participated: Scott A. White,
Chair (VA); Michael Conway (CO), Vice Chair, represented by Rolf Kaumann (CO); Dana Popsh Severinghaus represented
by Kevin Fry (IL); Stephen W. Robertson represented by Roy Eft (IN); Eric A. Cioppa (ME); Mike Chaney represented by
David Browning (MS); Chlora Lindley-Myers and John Rehagen (MO); Marlene Caride (NJ); Russell Toal (NM); Linda A.
Lacewell represented by My Chi To and Bob Kasinow (NY); Judith L. French (OH); Raymond G. Farmer (SC); Doug Slape
represented by Jamie Walker (TX); Mark Afable (WV); and Jeff Rude (WY).
1.

Adopted a Model Law Development Request Extension

Commissioner White described how the NAIC model law process requires the sponsoring committee to request from the
Executive (EX) Committee the authority to work on modifying a particular NAIC model. He noted that in this context,
permission was granted some time ago for the Mortgage Guaranty Insurance (E) Working Group to do so, but since such work
had begun, most of the time had been spent developing a capital model that would essentially prevent mortgage insurers from
lowering their lending standards similar to what occurred during the 2008 financial crisis. He described how he knew this was
a time-consuming process in part because of the limited amount of state resources to work on this project. He said that
approximately two years ago, the current chair, North Carolina, began an effort to create a more simplified version of a
previously proposed capital model, with the model focused on loan-to-value ratios, FICO scores, housing market information
and other signs of previous poor standards. Commissioner White said that due to COVID-19 and other state priorities, no work
was conducted on this project in 2020, and the request is for an extension given these circumstances.
Director Farmer made a motion, seconded by Commissioner Caride, to adopt the request for extension from the Mortgage
Guaranty Insurance (E) Working Group (Attachment ?). The motion passed unanimously.
2.

Adopted a New Proposed Charge and Request for Restructuring

Dan Daveline (NAIC) stated that the Group Capital Calculation (E) Working Group requests that a new charge be given to the
Qualified Jurisdiction (E) Working Group related to the “Recognize and Accept” process already incorporated into the
December 2020 version of the NAIC Insurance Holding Company System Model Regulatory Act (#440) and the Insurance
Holding Company System Model Regulation with Reporting Forms and Instructions (#450). He described how the suggestion
includes renaming the Qualified Jurisdiction (E) Working Group to the Mutual Recognition of Jurisdictions (E) Working Group
since it is proposed that the Working Group continue to fulfill its existing charges related to maintaining the qualified and
reciprocal jurisdiction lists, but also take on developing and maintaining this new list related to group capital that also focuses
on considering the recognition of other jurisdictions.
Superintendent Cioppa made a motion, seconded by Commissioner Caride, to adopt the proposed new charge and rename the
group as recommended (Attachment ?). The motion passed unanimously.
3.

Adopted Suggested Accreditation Standards

Commissioner Caride discussed how during the Financial Stability (E) Task Force’s meeting on Feb. 22, it adopted the
recommendation proposed including the liquidity stress test (LST) changes to Model #440 as an accreditation requirement, as
well as the corresponding requirements for the specific standard. She indicated that two items worthy of note were discussed.
First, regarding the timing considerations, the Task Force supported the timely adoption of the LST changes to Model #440,
especially for those lead states of the 23 in-scope insurance groups for the 2020 LST. However, the Task Force agreed that the
timing of adoption for accreditation purposes was something that should be determined by the Financial Regulation Standards
and Accreditation (F) Committee. Commissioner Caride noted the Texas member representative indicated some concerns with
the timing considerations but agreed that those were not decisions for the Task Force and could be discussed with that
Committee.
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Second, Commissioner Caride said the Task Force amended its draft recommendation letter during the meeting in an attempt
to address some of the comments from the American Council of Life Insurers (ACLI) regarding the “substantially similar”
standard elements. The ACLI comment letter asked for inclusion of each of the confidentiality clauses in the LST revisions to
Model #440. The Task Force’s concern with the ACLI comments was the likelihood of attaining such specific language for
each confidentiality clause when the LST revisions to Model #440 go before the many different legislatures across the country.
She stated that because of this, the Task Force proposed an amendment to balance the ACLI’s request with the Task Force’s
concern. Commissioner Caride explained that the Task Force added a new paragraph to the recommendation, making it
consistent with the accreditation substantially similar elements for confidentiality provisions in the Risk Management and Own
Risk and Solvency Assessment Model Act (#505). While industry’s initial read of the amended language was favorable, they
did not have an opportunity to consider it at length, nor had the ACLI been able to discuss any potential concerns with its
member companies. However, no one was opposed to the Task Force finalizing the amended recommendation and referring it
to this Committee.
Commissioner White repeated a comment from Commissioner Caride that he found to be important, which was that he believed
it was part of the Committee’s role to advance these recommendations since ultimately the matters noted are decisions to be
made by the Financial Regulation Standards and Accreditation (F) Committee.
Commissioner Caride made a motion, seconded by Commissioner Afable, to adopt the recommendations to the Financial
Regulation Standards and Accreditation (F) Committee related to the LST. The motion passed unanimously.
Mr. Rehagen stated he wanted to highlight a few items related to the accreditation recommendations related to the group capital
calculation (GCC). First, he indicated they received suggestions from two parties related to the cover memorandum. The first
was from South Dakota, who suggested adding language to the document to describe the reason the Working Group was
recommending that the GCC be an accreditation standard for all states. Mr. Rehagen directed participants to the second
paragraph of the memorandum, where they added language to the third line that speaks to how the GCC will allow states to
better understand an insurance group’s financial risk profile for the purpose of enhancing policyholder protections. He described
how it does this largely through its quantification of risk and described how they reworded the second to last sentence about
how that makes these things more identifiable and quantifiable. He also described how they added the last sentence to denote
that this entire paragraph was the reason the Working Group believed the GCC should be an accreditation standard for all
states. Mr. Rehagen noted that the revised language was not adopted by the Working Group, but the Working Group did instruct
NAIC staff to add language to make this clearer, which Mr. Rehagen noted he believed the revised language did so.
Mr. Rehagen described how the second item was from America’s Health Insurance Plans (AHIP), which suggested the
memorandum should clearly identify why the Working Group has recommended that a more expeditious process be used for
some states, for which the Working Group recommended the GCC be required to be in place by Nov. 7, 2022, for purposes of
the compliance with the “Bilateral Agreement Between the United States of America and the European Union on Prudential
Measures Regarding Insurance and Reinsurance” (EU Covered Agreement) or the “Bilateral Agreement Between the United
States of America and the United Kingdom on Prudential Measures Regarding Insurance and Reinsurance” (UK Covered
Agreement). He discussed that this recommendation only pertains to those states that are the group-wide supervisor of a U.S.
group that operates in either the United Kingdom (UK) or the European Union (EU). Mr. Rehagen noted that this language was
not something the Working Group asked to be made, but as Working Group chair, he authorized inclusion of the last sentence
since it ties the discussion on the EU Covered Agreement and the UK Covered Agreement to the expeditious process suggested
later in the document.
Mr. Rehagen asked to highlight two additional items. First, in the actual proposed standards, a number of areas include striking
the word “substantially” before “similar.” This is because the general practice in the standards is that the entire model be worded
with the word “substantial,” and subject to that standard, but that the rest of the document just refer to “similar.” He noted that
during the Working Group meeting, he had asked that NAIC staff make those corrections. He also stated he wanted to highlight
the language stricken on standard L6. In that paragraph, the Working Group deleted the words “or for ensuring the
competitiveness of the insurance marketplace.” He stated he was highlighting this because the language struck is in Model
#440, but the Working Group voted to have it removed. Mr. Rehagen ended by stating he wanted to make the same point as
Commissioner Caride, which was he felt their job was to develop these recommendations for the GCC, but that ultimately the
decision will be made by the Financial Regulation Standards and Accreditation (F) Committee. Commissioner White agreed
with Mr. Rehagen’s statement.
Mr. Rehagen made a motion, seconded by Commissioner Caride, to adopt the recommendations to the Financial Regulation
Standards and Accreditation (F) Committee related to the GCC. The motion passed unanimously.
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Commissioner Caride made a motion, seconded by Superintendent Cioppa, to adopt a cover memorandum from the Committee
to the Financial Regulation Standards and Accreditation (F) Committee to accompany the recommendations adopted from the
Task Force and the Working Group. The motion passed unanimously.
Having no further business, the Financial Condition (E) Committee adjourned.
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Draft: 12/9/20
Financial Condition (E) Committee
Virtual 2020 Fall National Meeting
December 8, 2020
The Financial Condition (E) Committee met Dec. 8, 2020. The following Committee members participated: Scott A. White,
Chair (VA); Eric A. Cioppa, Vice Chair (ME); Michael Conway (CO); David Altmaier (FL); Colin M. Hayashida represented
by Patrick P. Lo (HI); Robert H. Muriel (IL); Stephen W. Robertson represented by Roy Eft (IN); Grace Arnold represented
by Kathleen Orth (MN); Mike Chaney represented by David Browning (MS); Marlene Caride (NJ); Russell Toal represented
by Robert Doucette (NM); Raymond G. Farmer (SC); Texas represented by Jamie Walker (TX); James A. Dodrill (WV); and
Jeff Rude (WY).
1.

Adopted its Nov. 19, Oct. 27 and Summer National Meeting Minutes

Commissioner White said the Committee met Nov. 19, Oct. 27 and Aug. 11. During its Nov. 19 meeting, the Committee
adopted changes to the Insurance Holding Company System Regulatory Act (#440) and the Insurance Holding Company System
Model Regulation with Reporting Forms and Instructions (#450) to enable the group capital calculation (GCC) and the liquidity
stress test (LST). During its Oct. 27 meeting, the Committee adopted its 2021 proposed charges.
Director Farmer made a motion, seconded by Commissioner Caride, to adopt the Committee’s Nov. 19 (Attachment One),
Oct. 27 (Attachment Two) and Aug. 11 (see NAIC Proceedings – Summer 2020, Financial Condition (E) Committee) minutes.
The motion passed unanimously.
2.

Adopted the Reports of its Task Forces and Working Groups

Commissioner White stated that items adopted within the Committee’s task force and working group reports that are considered
technical, noncontroversial and not significant by NAIC standards—i.e., they do not include model laws, model regulations,
model guidelines or items considered to be controversial—will be considered for adoption by the Executive (EX) Committee
and Plenary through the Financial Condition (E) Committee’s technical changes report process. Pursuant to this process, which
was adopted by the NAIC in 2009, a listing of the various technical changes will be sent to NAIC members shortly after
completion of the Fall National Meeting, and the members will have 10 days to comment with respect to those items. If no
objections are received with respect to an item, the technical changes will be considered adopted by the NAIC membership and
effective immediately.
Commissioner Caride made a motion, seconded by Commissioner Dodrill, to adopt the following task force and working group
reports: Accounting Practices and Procedures (E) Task Force; Capital Adequacy (E) Task Force; Examination Oversight (E)
Task Force; Receivership and Insolvency (E) Task Force; Reinsurance (E) Task Force; Risk Retention Group (E) Task Force;
Valuation of Securities (E) Task Force; Group Capital Calculation (E) Working Group (Attachment Three); NAIC/American
Institute of Certified Public Accountants (AICPA) (E) Working Group (Attachment Four); National Treatment and
Coordination (E) Working Group (Attachment Five); and Risk-Focused Surveillance (E) Working Group (Attachment Six).
The Financial Analysis (E) Working Group met Nov. 16, Oct. 28 and Oct. 7 in regulator-to-regulator session, pursuant to
paragraph 3 (specific companies, entities or individuals) of the NAIC Policy Statement on Open Meetings, to discuss letter
responses related to second-quarter 2020 financial results. Additionally, the Valuation Analysis (E) Working Group met
Nov. 16, Oct. 19 and Oct. 6 in regulator-to-regulator session, pursuant to paragraph 3 (specific companies, entities or
individuals) of the NAIC Policy Statement on Open Meetings, to discuss valuation items related to specific companies.
3.

Adopted the Guideline for Administration of Large Deductible Policies in Receivership

Mr. Kennedy noted that, in 2018, the Receivership Large Deductible Workers’ Compensation (E) Working Group of the
Receivership and Insolvency (E) Task Force was given charges in response to issues arising out of the 2016 Workers’
Compensation Large Deductible Study to recommend possible enhancements to the U.S. receivership regime with regard to
the administration of large deductible policies in receivership. He stated that one of the key receivership issues is that having
clear statutory authority specific to large deductible workers’ compensation products in receivership is key to the successful
resolution of these insurers. He noted that in 2019, the Working Group began work on the Guideline for Administration of
Large Deductible Policies in Receivership as an alternative to the Insurer Receivership Model Act (#555) Section 712, which
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addresses the administration of loss reimbursement policies. He added that a dozen states have already adopted variations of
model language proposed by the National Conference of Insurance Guaranty Funds (NCIFG).
Mr. Kennedy summarized that this guideline follows similar principles as the NCIGF model, but the Task Force believes it is
an improvement on prior versions of the NCIGF model, as well as Model #555 Section 712. He noted how a central topic of
discussion was the issue of ownership of collateral, which is addressed in the guideline. The states may choose to keep their
existing large deductible language or update it for the new guideline. For that reason, it is proposed as a guideline, rather than
a revision to Model #555. He concluded by suggesting the Task Force strongly encourage the states that do not currently have
a receivership provision that addresses large deductible policies to consider the guideline.
Superintendent Cioppa made a motion, seconded by Commissioner Caride, to adopt the Guideline for Administration of Large
Deductible Policies in Receivership (Attachment Seven). The motion passed unanimously.
4.

Adopted the GCC Template and Instructions

Commissioner White stated that during the Committee’s Nov. 19 meeting, Commissioner Altmaier presented proposed changes
to Model #440 and Model #450 that enable the GCC. He stated that the Group Capital Calculation (E) Working Group had
also adopted the actual template and instructions during its Nov. 17 meeting, but NAIC staff time to incorporate the additional
changes to each proposed during that Nov. 17 meeting. He stated both are now ready for consideration of adoption by the
Committee and noted how he sees the changes no different than risk-based capital (RBC), with a continual work to improve
upon them over time.
Commissioner White stated how this project had been a priority of the Committee all year, and a project that had been going
on longer than Commissioner Altmaier, the Committee chair, likely wished. He stated how the Working Group came into the
year with a tight deadline and had addressed a number of challenging issues. Commissioner White emphasized the remarkable
job by Commissioner Altmaier in getting everything to the finish line and congratulated Commissioner Altmaier and the
Working Group.
Commissioner Altmaier thanked Commissioner White and noted how it had been a significant project with a great deal of work
since its inception. He stated his appreciation to all the Working Group members, especially over the past six to eight months,
where the pace of work was high. He described the template and instructions, which are built off an RBC aggregation approach.
Therefore, they are familiar to those using RBC for some time. He described how the template and instructions would continue
to be maintained and updated, as necessary.
Commissioner Altmaier made a motion, seconded by Commissioner Conway, to adopt the Group Capital Calculation (GCC)
Template and Instructions (Attachment Eight). The motion passed unanimously.
Having no further business, the Financial Condition (E) Committee adjourned.
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Attachment Two

Virtual Meeting
(in lieu of meeting at the 2021 Spring National Meeting)
ACCOUNTING PRACTICES AND PROCEDURES (E) TASK FORCE
Tuesday, March 23, 2021
12:00 – 1:00 p.m. ET / 11:00 a.m. – 12:00 p.m. CT / 10:00 – 11:00 a.m. MT / 9:00 – 10:00 a.m. PT
Summary Report
The Accounting Practices and Procedures (E) Task Force met March 23, 2021. During this meeting, the Task
Force:
1.

Adopted its 2020 Fall National Meeting minutes.

2.

Adopted the report of the Statutory Accounting Principles (E) Working Group, which met March 15,
except for agenda item 2019-24, which received a separate vote. The report included the following
action:
a.

b.

Adopted its Jan. 25, 2021; Jan. 6, 2021; Dec. 28, 2020; Dec. 18, 2020; Dec. 8, 2020; and Nov. 12,
2020, minutes. The interim minutes included the following adoptions to Appendix B—
Interpretations (INTs) of Statutory Accounting Principles:
i.

Extended INT 20-03: Troubled Debt Restructuring Due to COVID-19 and INT 20-07: Troubled
Debt Restructuring for Certain Debt Instruments Due to COVID-19 through Jan. 1, 2022, or the
date that is 60 days after the date on which the national emergency concerning the COVID-19
outbreak terminates.

ii.

INT 20-10: Reporting Nonconforming Credit Tenant Loans (CTLs): This INT allows
nonconforming CTLs to continue to be reported on Schedule D Part 1 – Long-Term Bonds if
filed with the NAIC Securities Valuation Office (SVO) by Feb. 15, 2021. The provisions within
this INT and the ability to continue reporting nonconforming CTLs on Schedule D Part 1 with
an SVO-assigned NAIC designation are limited time exceptions that extend only to Oct. 1,
2021.

iii.

INT 20-11: Extension of Ninety-Day Rule for the Impact of 2020 Hurricanes, California Wildfires
and Iowa Windstorms: This INT provides a 60-day extension from the 90-day rule for
uncollected premium balances, bills receivable, and amounts due from agents and for policies
directly impacted by the noted events. This INT expires Feb. 28, 2021.

Adopted the following nonsubstantive revisions to statutory accounting guidance:
1.

Revisions reject Accounting Standards Update (ASU) 2020-06, Debt—Debt with Conversion
and Other Options (Subtopic 470-20) and Derivatives and Hedging—Contracts in Entity’s Own
Equity (Subtopic 815-40), Accounting for Convertible Instruments and Contracts in an Entity’s
Own Equity for statutory accounting. (Ref #2020-41)

2.

Revisions clarify that an ownership greater than 10% in a reporting entity results in a related
party designation, regardless of any disclaimer of control or affiliation. Additionally, revisions
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require disclosure of such instances and identification of an insurer’s ultimate controlling
party, as requested by the Group Solvency Issues (E) Working Group. (Ref #2019-34)

c.

3.

Revisions clarify that perpetual bonds are within the scope of Statement of Statutory
Accounting Principles (SSAP) No. 26R—Bonds, and they are subject to the yield-to-worst
concept. Additionally, perpetual bonds that possess a future call date will retain bond
accounting—i.e., accounted for at amortized cost. However, if a perpetual bond does not
possess a future call date, fair value accounting is required regardless of NAIC designation.
(Ref #2020-22)

4.

Revisions expand the current called bond disclosures to also include bonds terminated early
through a tender offer. (Ref #2020-32)

5.

Revisions direct that publicly traded preferred stock warrants are in the scope of SSAP
No. 32R—Preferred Stock, and they shall be reported at fair value. (Ref #2020-33)

6.

Revisions incorporate minor scope modifications to reflect recent changes to the Federal
Home Loan Mortgage Corporation (Freddie Mac) Structured Agency Credit Risk (STACR) and
Federal National Mortgage Association (Fannie Mae) Connecticut Avenue Securities (CAS)
programs, which allow credit risk transfer securities from these programs to remain in the
scope of SSAP No. 43R—Loan-Backed and Structured Securities when issued through a real
estate mortgage investment conduit (REMIC) structure. (Ref #2020-34)

7.

Revisions reject ASU 2020-07, Not-for-Profit Entities (Topic 958): Presentation and Disclosures
by Not-for-Profit Entities for Contributed Nonfinancial Assets as not applicable for statutory
accounting. (Ref #2020-42)

8.

Revisions to the NAIC Policy Statement on Maintenance of Statutory Accounting Principles
clarify the existing process regarding the Working Group’s issuance and adoption of
accounting interpretations. (Ref #2020-39)

9.

Preamble revisions clarify that while any state in which a company is licensed can issue
prescribed practices, the prescribed practices directed by the domiciliary state: 1) shall be
reflected in the financial statements filed with the NAIC; and 2) are the financial statements
subject to independent audit requirements. (Ref #2020-40)

Exposed the following nonsubstantive revisions to statutory accounting guidance:
1.

Interpretation (INT) 21-01T: Statutory Accounting Treatment for Cryptocurrencies, which
clarifies that cryptocurrencies do not meet the definition of cash, and they are nonadmitted
assets for statutory accounting. The Working Group requested comments on interest and
ownership of cryptocurrencies. (Ref #2021-05)

2.

Revisions reject:
i.

ASU 2020-08, Codification Improvements to Subtopic 310-20, Receivables –
Nonrefundable Fees and Other Costs for statutory accounting. (Ref #2021-02)

ii.

ASU 2021-02, Franchisors – Revenue from Contracts with Customers (Subtopic 952-606):
Practical Expedient. (Ref #2021-07).
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iii.

ASU 2020-11, Financial Services—Insurance (Topic 944): Effective Date and Early
Application (Ref #2021-08).

3.

Exposed revisions to INT 20-01: ASU 2020-04 – Reference Rate Reform. INT 20-01 exposes a
temporary (optional) expedient and exception guidance for ASU 2021-01, Reference Rate
Reform (Topic 848): Scope with an expiration date of Dec. 31, 2022. The optional expedients
would expand the current exceptions to allow for the continuation of the existing hedge
relationship and thus not require hedge dedesignation for derivative instruments affected by
changes to interest/reference rates due to reference rate reform, regardless of whether they
reference the London Interbank Offered Rate (LIBOR) or another rate that is expected to be
discontinued. The exception in INT 20-01 would apply for affected derivatives used for
discounting, margining, or contract price alignment. (Ref #2021-01)

4.

Exposed agenda item 2021-04 with the intent to dispose without statutory edits. NAIC staff
noted that the long-standing, required statutory adjustments to SSAP No. 97—Investments in
Subsidiary, Controlled and Affiliated Entities, paragraph 8.b.iv. – Foreign Insurance SCA Entities
could result in negative equity valuation, as assets held in a foreign subsidiary should not be
valued in a more favorable manner than had they been held directly by the insurer. Industry
comments are requested regarding detailed instances of negative value subsidiary, controlled
and affiliated entities (SCAs).

5.

Revisions propose data-captured templates for existing disclosures in SSAP No. 103R—
Transfers and Servicing of Financial Assets and Extinguishments of Liabilities, which are
currently only completed in narrative form. A blanks proposal will be concurrently exposed
with the Working Group’s exposure. (Ref #2021-03)

6.

Revisions include state Affordable Care Act (ACA) reinsurance programs, which are using
Section 1332 waivers in the scope of SSAP No. 107—Risk-Sharing Provisions of the Affordable
Care Act. The revisions continue to follow the hybrid accounting approach for the state ACA
programs, as they operate in a similar manner. (Ref #2021-09)

7.

Re-exposed agenda item 2020-36 on SSAP No. 108—Derivatives Hedging Variable Annuity
Guarantees to provide additional time for interested parties to develop a proposal for
establishing accounting and reporting guidance for derivatives hedging the growth in interest
for fixed indexed products.

8.

Blanks proposals concurrently exposed with related Blanks (E) Working Group proposals:
i.

Re-exposed to modify the current General Interrogatory instructions and require that a
distinct disaggregated product identifier be used for each product represented. The
disaggregation will require that each separate account product filing or policy form be
separately identified. The instructions will also indicate that companies may eliminate
proprietary information. (Ref #2020-37 and 2021-03BWG)

ii.

Re-exposed sponsored blanks agenda item to clarify reporting by each separate product
filing or policy form and add product identifiers, specifically for pension risk transfer (PRT)
and registered index-linked annuity (RILA) transactions in the Separate Account General
Interrogatories. (Ref #2020-38 and 2021-03BWG)
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9.

Exposed the following editorial revisions (Ref #2021-06EP):
i.
ii.
iii.

SSAP No. 53—Property Casualty Contracts–Premiums: Revisions retitle to SSAP No. 53—
Property and Casualty Contracts–Premiums.
SSAP No. 97: Revisions correct grammatical errors in paragraph 54.
SSAP Glossary: Revisions remove the footnote in the Glossary title and replace it as an
opening paragraph with updated verbiage.

d.

Disposed agenda item 2020-35: SSAP No. 97 – Audit Opinions without statutory revisions.
(Ref #2020-35)

e.

Received an update on the following projects and referrals:

f.

1.

Received an update that NAIC staff, industry and key state insurance regulators have made
significant progress on agenda item 2019-21: SSAP No. 43R – Investment Classification Project.
While discussions remain ongoing, it is anticipated that a public exposure will occur via an
interim meeting prior to the Summer National Meeting. The exposure will include additional
principle concepts on which investments are eligible for reporting on Schedule D as a bond.

2.

Received an update that INT 19-02: Freddie Mac Single Security Initiative remains in full effect.
The Freddie Mac Single Security Initiative remains an ongoing program, and it does not appear
to be subject to termination in the foreseeable future.

3.

Received an update on agenda item 2019-49: Retroactive Reinsurance Exception addresses a
referral from the Committee on Property and Liability Financial Reporting (COPLFR) of the
American Academy of Actuaries (Academy), which noted diversity in reporting regarding
companies applying the retroactive reinsurance exception, which allows certain contracts to
be reported prospectively. NAIC staff have held preliminary discussion with Casualty Actuarial
and Statistical (C) Task Force members, with a preliminary recommendation that the premium
and losses transferred under such transactions should be allocated to the prior Schedule P
calendar year premiums and the losses allocated to the prior accident year incurred losses.

4.

Received an update on the reporting and extinguishment of loans received from the Paycheck
Protection Program (PPP). For statutory accounting, the authoritative guidance in SSAP
No. 15—Debt and Holding Company Obligations, paragraph 11 provides that debt is
recognized until extinguished, including formally being forgiven. In addition, per SSAP No. 15,
paragraph 25, gains on termination of debt are recognized as capital gains.

5.

Received an update on the Valuation of Securities (E) Task Force discussion regarding revisions
to the Purposes and Procedures Manual of the NAIC Investment Analysis Office (P&P Manual)
as coordination regarding the revisions to SSAP No. 105R—Working Capital Finance
Investments adopted by the Working Group in May 2020 (agenda item 2019-25). During its
Nov. 18, 2020, meeting, the Task Force directed a referral to the Working Group, which is still
pending. NAIC staff anticipate addressing this referral when received.

6.

Received an update on current U.S. generally accepted accounting principles (GAAP)
exposures/invitations to comment, noting that no comments by the Working Group are
planned during the exposure periods.

The public comment period for all exposed agenda items ends April 30.
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3.

4.

The Task Force separately adopted the Statutory Accounting Principles (E) Working Group agenda item
2019-24 regarding levelized commissions as adopted by the Working Group, including the following:
a.

Revisions clarify the guidance in SSAP No. 71—Policy Acquisition Costs and Commissions with a
Dec. 31, 2021, effective date.

b.

The Working Group affirmed the nonsubstantive classification of these revisions as consistent with
the original intent of SSAP No. 71.

c.

In addition, the Working Group exposed a new annual statement general interrogatory to identify
the use of a third party for the payment of commission expenses, which will be concurrently
exposed with the Blanks (E) Working Group.

Adopted the report of the Blanks (E) Working Group, which met March 16 and took the following
action:
a.

Adopted its Dec. 16, 2020, minutes, which included the following action:
1. Adopted its editorial listing and adopted four blanks proposals: 1) 2020-28BWG – remove
Note 22; 2) 2020-29BWG – remove a line category from the investment schedules; 3) 202030BWG – move an interrogatory question from the annual blank to the quarterly blank; and
4) 2020-31BWG – changes to the Life, Health and Annuity Guaranty Association Model Act
Assessment Base Reconciliation Exhibits.
2.

b.

Exposed seven proposals for a 60-day public comment period ending Feb. 16.

Adopted its editorial listing and the following proposals:
1.

2020-32BWG – Add a new Health Care Receivables Supplement to the Life\Fraternal Annual
Statement that adds Exhibits 3 and 3A from the Health Annual Statement to the Life\Fraternal
annual filings. Add a guidance document reference to Health Annual Statement, Exhibit 3A.

2.

2020-33BWG – Modify Annual Statement Lines (ASLs) used on Underwriting and Investment
(U&I) Exhibits, State Page and Insurance Expense Exhibit (IEE). Change Health ASL categories
used in Property to be consistent with other statement types. Update ASL references used in
crosschecks. Update definitions used in the appendix for the Health ASLs.

3.

2020-34BWG – Add definitions for the Occupational Accident, Fiduciary Liability, Premises and
Operations (OL&T and M&C), Professional Errors and Omissions Liability, Kidnap & Ransom
Liability and Tuition Reimbursement Plans products to the Lines of Business in the appendix.

4.

2020-35BWG – Expand the number of characters used from seven to 10 in the investment line
categories for Schedules D, DA, DL and E excluding Schedule D, Part 6 (Sections 1 and 2) and
Schedule E (Part 1 and 3). Add line categories for Unaffiliated Certificates of Deposit and
Exchange Traded Funds (ETFs). Split the line categories for Mutual Funds, Investment Unit
Trusts and Closed-End Funds into lines indicating if the fund has been assigned a designation
by the Securities Valuation Office (SVO). Revise the Summary Investment Schedule, Summary
by Country and Schedule D, Part 1A (Sections 1 and 2) to reflect the additional line categories.

5.

2020-36BWG – Modify the General Schedules Investment Instructions and Schedule DB
General Instructions to reflect treatment of publicly traded stock warrants as being in the
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scope of SSAP No. 30R—Unaffiliated Common Stock or SSAP No. 32R and reporting as common
and preferred stock (SAPWG 2020-33).
6.

2020-37BWG – Add a new Schedule Y, Part 3 to capture all entities with ownership greater
than 10%, the ultimate controlling parties of those owners and other entities that the ultimate
controlling party controls (SAPWG 2020-34).

7.

2020-38BWG – Make changes to the Accident and Health Policy Experience Exhibit by adding
new columns, removing lines distinguishing with and without contract reserves, adding some
new product lines, eliminating summary tables, changing the date that the exhibit is due and
having it reported by state.

c.

Exposed five new proposals for a six-week comment period ending April 27.

d.

Received a Valuation of Securities (E) Task Force memorandum regarding administrative codes for
residential mortgage-backed securities (RMBS)/commercial mortgage-backed securities (CMBS).
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Virtual Meeting
(in lieu of meeting at the 2021 Spring National Meeting)

CAPITAL ADEQUACY (E) TASK FORCE
Tuesday, March 23, 2021
12:00 – 1:00 p.m.
Summary Report
The Capital Adequacy (E) Task Force met March 23,2021. During this meeting, the Task Force:
1.

Adopted its Feb. 1 minutes, which included the following action:
a. Adopted the 2020 Catastrophe Event List.
b. Adopted its 2020 Fall National Meeting minutes.

2.

Adopted the report of the Health Risk-Based Capital (E) Working Group, including its March 17 minutes.
The report included the following action:
a. Received, exposed and discussed the American Academy of Actuaries (Academy) report on the
inclusion of investment income in the underwriting risk component and the impact analysis.
b. Met March 5 in regulator-to-regulator session, pursuant to paragraph 3 (specific companies,
entities or individuals) of the NAIC Policy Statement on Open Meetings, to discuss the company
specific impact analysis.
c. Referred the Health Care Receivable Proposal to the Blanks (E) Working Group for consideration
in 2021 reporting.
d. Exposed proposal 2021-02-CA (Managed Care Credit – Incentives) for a 30-day public comment
period ending March 12.
e. Received an update on the bond factor impact analysis.
f. Received a summary of the Blanks (E) Working Group’s proposals related to health business
reporting and discussed the next steps for the Health Test Ad Hoc Group. Heard an update on the
Health Test Ad Hoc Group.
g. Adopted its 2021 working agenda.
h. Referred proposal 2021-02-CA (Managed Care Credit – Incentives) to the Capital Adequacy (E) Task
Force for exposure for a 30-day public comment period.
i. Received the Academy’s letter on the recommended underwriting factors adjusted for investment
income. Discussed the impact analysis for including the adjusted factors for a 0.5%, 1%, 1.5% and
2% return yield and the frequency for adjusting the factors. Exposed proposal 2021-04-CA for a
30-day public comment period ending April 16.
j. Received an update on the bond factor impact analysis.

3.

Adopted the report of the Life Risk-Based Capital (E) Working Group, which met March 12 and took the
following action:
a. Adopted its Feb. 26, 2021; Feb. 11, 2021; Jan. 21, 2021; Dec. 17, 2020; and 2020 Fall National
Meeting minutes, which included the following action:
1. Adopted updated mortgage reporting guidance.
2. Discussed the American Council of Life Insurers’ (ACLI’s) real estate proposal.
3. Discussed the Moody’s Analytics Bond Report.
4. Adopted revisions to its working agenda.
b. Continued discussion of the ACLI’s real estate proposal.
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4.

Adopted the report of the Property and Casualty Risk-Based Capital (E) Working Group, which met
March 15 and took the following action:
a. Adopted the Catastrophe Risk (E) Subgroup’s Spring National Meeting minutes, which included the
following action:
1. Adopted its Jan. 27 minutes.
2. Adopted proposal 2020-08-CR (Clarification to PR027 Interrogatories), which the Subgroup
exposed for a 30-day public comment period ending Nov. 18, 2020.
3. Adopted proposal 2020-11-CR (Remove Operational Risk Factor from Rcat), which the Subgroup
exposed for a 35-day public comment period ending Dec. 1, 2020.
4. Discussed the progress of developing wildfire modeling and a risk-based capital (RBC) charge.
5. Discussed its 2021 working agenda.
6. Discussed the Internal Catastrophe Model Evaluation Process.
b. Adopted the joint Property and Casualty Risk-Based Capital (E) Working Group and Catastrophe
Risk (E) Subgroup’s Jan. 27 minutes.
c. Adopted proposal 2020-08-CR (Clarification to PR027 Interrogatories), which the Subgroup
exposed for a 30-day public comment period ending Nov. 18, 2020.
d. Adopted proposal 2020-11-CR (Remove Operational Risk Factor from Rcat), which the Subgroup
exposed for a 35-day public comment period ending Dec. 1, 2020.
e. Heard an update from the Catastrophe Risk (E) Subgroup on the development process of wildfire
modeling and an RBC charge.
f. Exposed proposal 2021-03-P (Credit Risk Instruction Modification) for a 30-day public comment
period ending April 14.
g. Discussed its 2021 working agenda.
h. Heard updates on the development of the Property and Casualty Risk-Based Capital Underwriting
Risk factors from the American Academy of Actuaries (Academy).

5.

Received a guaranty fund memorandum.

6.

Adopted proposal 2020-10 (Bond Structure- Health and P/C).

7.

Exposed proposal 2021-02-CA (Managed Care Credit) for a 30-day public comment period ending
April 22

8.

Adopted proposal 2020-08-CR (Clarification to PR027 Interrogatories).

9.

Adopted proposal 2020-11-CR (Remove Operational Risk Factor from Rcat).

10. Adopted its working agenda.
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Virtual Meeting
(in lieu of meeting at the 2021 Spring National Meeting)

EXAMINATION OVERSIGHT (E) TASK FORCE

Thursday, March 25, 2021
2:00 – 3:00 p.m. ET / 1:00 – 2:00 p.m. CT / 12:00 – 1:00 p.m. MT / 11:00 a.m. – 12:00 p.m. PT
Summary Report
The Examination Oversight (E) Task Force met March 25, 2021. During this meeting, the Task Force:
1.

Adopted its 2020 Fall National Meeting minutes.

2.

Adopted the report of the Electronic Workpaper (E) Working Group, which met March 15 and
Jan. 27 in regulator-to-regulator session, pursuant to paragraph 4 (internal or administrative matters
of the NAIC or any NAIC member) of the NAIC Policy Statement on Open Meetings.

3.

Adopted the report of the Financial Examiners Coordination (E) Working Group, which met March 18
in regulator-to-regulator session, pursuant to paragraph 3 (specific companies, entities or individuals)
of the NAIC Policy Statement on Open Meetings.
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Attachment Five

Virtual Meeting
(in lieu of meeting at the 2021 Spring National Meeting)
FINANCIAL STABILITY (E) TASK FORCE
February 22, 2021
Meeting Summary Report
The Financial Stability (E) Task Force met Feb. 22, 2021. During this meeting, the Task Force:
1.

Adopted its Oct. 13, 2020, minutes.

2.

Announced the membership of the 2021 Liquidity Assessment (E) Subgroup and its charges.

3.

Adopted the report of the Receivership and Insolvency (E) Task Force regarding its disposition of
referrals from the Financial Stability (E) Task Force.

4.

Adopted the accreditation recommendations to the Financial Condition (E) Committee regarding
liquidity stress test (LST) changes to the Insurance Holding Company System Regulatory Act (#440).
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Attachment Six

Virtual Meeting
(in lieu of meeting at the 2021 Spring National Meeting)
RECEIVERSHIP AND INSOLVENCY (E) TASK FORCE
Friday, March 12, 2021
1:00 – 2:00 p.m. ET / 12:00 – 1:00 p.m. CT / 11:00 a.m. – 12:00 p.m. MT / 10:00 – 11:00 a.m. PT
Meeting Summary Report
The Receivership and Insolvency (E) Task Force met March 12, 2021. During this meeting, the Task Force:
1.

Adopted its 2020 Fall National Meeting minutes.

2.

Adopted the report of the Receivership Financial Analysis (E) Working Group, which met Feb. 1 in
regulator-to-regulator session, pursuant to paragraph 3 (specific companies, entities or individuals) of
the NAIC Policy Statement on Open Meetings, to discuss best practices for transferring data from
liquidators to guaranty funds. The Working Group will draft a referral to the Information Technology
(IT) Examination (E) Working Group to review and consider enhancements to the Financial Condition
Examiner’s Handbook IT workplan. The topic could be considered by the Receiver’s Handbook (E)
Subgroup. The Working Group will meet March 22 in lieu of the Spring National Meeting in regulatorto-regulator session, pursuant to paragraph 3 (specific companies, entities or individuals) of the NAIC
Policy Statement on Open Meetings.

3.

Adopted the report of the Receivership Law (E) Working Group, which met March 4, 2021; Feb. 4, 2021;
and Dec. 17, 2020. The Working Group also met Feb. 18, 2021, in regulator-to-regulator session,
pursuant to paragraph 3 (specific companies, entities, or individuals) of the NAIC Policy Statement on
Open Meetings. During these meetings, the Working Group took the following action:
a. Exposed draft amendments to the Insurance Holding Company System Regulatory Act (#440) and
the Insurance Holding Company System Model Regulation with Reporting Forms and Instructions
(#450) for a 42-day public comment period ending Jan. 29. After comments were received,
revisions to the amendments were exposed for a 14-day public comment period ending Feb. 26.
On its March 4 call, the Working Group agreed to make further revisions to one section of Model
#440, which were released for 30-day public comment period ending April 9.

4.

Adopted the Guideline for Definition of Reciprocal State in Receivership Laws. This guideline provides
an optional definition of “reciprocal state” for receivership laws that is intended to effectuate the
recognition of stays and injunctions in a receivership impacting multiple states.

5.

Formed a Receiver’s Handbook (E) Subgroup to review and draft updates to the Receiver’s Handbook
for Insurance Company Insolvencies and adopted 2021 charges for the Subgroup. The project is
expected to be completed by the 2022 Fall National Meeting.

6.

Heard an update on Macroprudential Initiative (MPI) recommendations:
a. The Task Force will not recommend any changes to the current Part A: Accreditation Standards for
Receivership and Guaranty Fund Laws or related interlineations.
b. The Task Force will pursue training and outreach to better inform states of receivership matters.
Possible activities include outreach to states’ legislative liaisons, providing legal training webinars,
and encouraging that Task Force members highlight receivership matters at zone meetings.
c. The Task Force will continue to monitor and provide feedback to the Group Solvency Issues (E)
Working Group once it completes drafting updates to financial analysis guidance for crisis
management groups, recovery planning, and resolution planning.
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Attachment Seven

Virtual Meeting
(in lieu of meeting at the 2021 Spring National Meeting)
REINSURANCE (E) TASK FORCE
Tuesday, March 23, 2021
2:00 – 3:00 p.m. ET / 1:00 – 2:00 p.m. CT / 12:00 – 1:00 p.m. MT / 11:00 a.m. – 12:00 p.m. PT
Summary Report
The Reinsurance (E) Task Force met March 23, 2021. During this meeting, the Task Force:
1.

Adopted its 2020 Fall National Meeting Minutes.

2.

Adopted the report of the Reinsurance Financial Analysis (E) Working Group. The Working Group met
Jan. 28 in regulator-to-regulator session, pursuant to paragraph 3 (specific companies, entities or
individuals) of the NAIC Policy Statement on Open Meetings, to discuss actions taken with respect to
the passporting of certified reinsurers by the states.

3.

Adopted the report of the Qualified Jurisdiction (E) Working Group. The Working Group met March 17
in regulator-to-regulator session, pursuant to paragraph 6 (consultation with NAIC staff members) and
paragraph 8 (consideration of strategic planning issues) of the NAIC Policy Statement on Open
Meetings, to continue work on its goals.

4.

Exposed revisions to the Process for Evaluating Qualified and Reciprocal Jurisdictions.

5.

Received a status report on the states’ implementation of the 2019 revisions to the Credit for
Reinsurance Model Law (#785) and the Credit for Reinsurance Model Regulation (#786).
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Attachment Eight

Draft: 3/8/21
Risk Retention Group (E) Task Force
Virtual Meeting
February 24, 2021
The Risk Retention Group (E) Task Force met Feb. 24, 2021. The following Task Force members participated: Michael S.
Pieciak, Chair, represented by Sandra Bigglestone (VT); Karima M. Woods, Vice Chair, represented by Sean O’Donnell (DC);
Sharon P. Clark represented by Jeff Gaither (KY); Troy Downing represented by Steve Matthews (MT); and
Raymond G. Farmer represented by Daniel Morris (SC).
1.

Adopted its Feb. 5, 2021, and 2020 Fall National Meeting Minutes

The Task Force conducted an e-vote that concluded Feb. 5, 2021, to approve the distribution of a survey to state insurance
regulators with the purpose to provide the Task Force with insight into future improvements and priorities in the areas of risk
retention group (RRG) regulation, registration and training.
Mr. O’Donnell made a motion, seconded by Mr. Matthews, to adopt the Task Force’s Feb. 5, 2021 (Attachment A) and Nov.
18, 2020 (see NAIC Proceedings – Fall 2020, Risk Retention Group (E) Task Force) minutes. The motion passed unanimously.
2.

Discussed the Applicability of Revisions to Model #440 and Model #450 Related to the GCC as an Accreditation Standard
for RRGs

Ms. Bigglestone stated that in 2020, the NAIC adopted revisions to the Insurance Holding Company Systems Regulatory Act
(#440) and the Insurance Holding Company Systems Model Regulation (#450). The changes relate to applying a group capital
calculation (GCC) to groups with at least one insurer and one affiliate. She also stated there were revisions related to liquidity
stress testing. However, she said these sections only apply to life insurers and, therefore, are not applicable to RRGs, which
can only write property/casualty (P/C) business.
Ms. Bigglestone noted that the Task Force typically considers applicability of accreditation standards to RRGs after a
recommended change to the standards is referred to the Financial Regulation Standards and Accreditation (F) Committee and
the recommendation is exposed. At the time of this meeting, the referral still resides with the Group Capital Calculation (E)
Working Group. However, the current referral suggests accelerating the timeline for adoption of the revisions and an accelerated
effective date for accreditation. Therefore, today’s Task Force discussion will not result in a decision, but rather will help
provide a foundation for future considerations on applicability to RRGs in the event adoption of the revised accreditation
standard moves quickly.
Dan Daveline (NAIC) said that the initial instructions given to the Group Capital Calculation (E) Working Group, tasked with
the development of a GCC, were to develop an aggregation method for group capital that builds on risk-based-capital (RBC).
The aggregation method developed is essentially a miniature consolidation using eliminations to avoid double counting. With
this methodology, the calculation is only as complex as the group itself, and even if there are a lot of affiliates, there are options
to combine multiple entities into a single line of reporting. The GCC is intended to be a valuable tool for group oversight that
will be incorporated into the Group Profile Summary (GPS). The combination of value and simplicity allows broad application,
and the intention is that the GCC applies to all insurance holding company groups. Mr. Daveline noted, however, that it is not
uncommon for RRGs to file a disclaimer of affiliation and in those instances when an insurer is not part of a group subject to
other holding company filings, the GCC filing would also not apply. The only complete exemption from the GCC (or similar
federal or international capital standard) set forth in Model #440 is for groups with only one insurer, which writes only in the
state of domicile. There was some discussion about exempting groups under a certain dollar threshold, but the decision was
made to subject all groups to the GCC, with the option to seek a waiver after the first year.
Mr. Daveline stated that the GCC has strong confidentiality provisions. The filing is to go to the lead state and only the lead
state. In regard to public availability of the GCC, the revisions to Model #440 prevent the insurer from making the calculation
public in any way. The calculation is intended as a regulatory tool, not a standard for public comparison of groups.
Becky Meyer (NAIC) provided a summary of the typical adoption process for a new or revised Part A: Laws and Regulations
accreditation standard as outlined in the Accreditation Program Manual. If adopted through the normal timeline, the effective
date for accreditation would be Jan. 1, 2026. However, the referral suggests obtaining a waiver and implementing an effective
date as early as Nov. 7, 2022. Ms. Meyer stated that one potential outcome of the waiver and related bifurcation of effective
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dates suggested in the referral is expedited adoption of the standard, but an effective date that provides adequate time for
adoption by all states. The Financial Regulation Standards and Accreditation (F) Committee is expected to receive a referral
from the Group Capital Calculation (E) Working Group at the Spring National Meeting and begin discussion of the topic upon
receipt.
Ms. Bigglestone stated that the Task Force expects to consider the issue further when the standard is exposed by the Financial
Regulation Standards and Accreditation (F) Committee. States are encouraged to begin considering the potential implications
on their domestic RRGs, including any concerns in applying the GCC, as well as potential benefits of obtaining the GCC for
ongoing analysis.
3.

Discussed the Financial Analysis Non-Troubled Insurer Procedures

Ms. Bigglestone stated that revisions to the NAIC Financial Analysis Handbook (Handbook) were adopted in 2020 to better
incorporate RRG-specific procedures within the risk assessment worksheet and to remove outdated guidance that RBC is not
applicable for RRGs. Following these changes, further review of the Handbook identified the Quarterly Quantitative
Assessment of Non-Troubled Insurers as another area to consider updates related to RRGs. These procedures generate a set of
indicators for any company not considered troubled by the domestic regulator. The results of these indicators help the analyst
determine the depth of procedures necessary to perform in the first, second and third quarters. Two indicators, prior year RBC
less than 250% and prior year triggered the RBC Trend Test, exclude RRGs from use of these indicators. However, since RBC
is calculated for RRGs, this exclusion is likely not necessary. Ms. Bigglestone stated that insurance regulators of RRGs have
certain flexibility in applying actions related to RBC. However, she said RBC is still calculated and is a useful indicator when
looking at the overall financial position of an RRG. She also noted that the indicators in the non-troubled worksheet are used
as a tool for analysts to help determine the extent of analysis necessary. If they are not triggered, the analyst can choose not to
perform additional review in that quarter. If they are triggered, the analyst can choose between performing a full quarterly
review or providing an explanation of what caused the trigger and why a full quarterly review is not considered necessary.
Therefore, the impact of removing the RRG exception appears to provide additional information without unwarranted
additional work and aligns with current regulatory practices.
Mr. O’Donnell and Mr. Matthews stated they did not have concerns and agreed the update aligns with current regulatory
practices. Ms. Bigglestone asked NAIC staff to draft a referral to the Financial Analysis Solvency Tools (E) Working Group
for the Task Force to consider during its next meeting.
4.

Discussed the RRG Survey

Ms. Bigglestone stated that last fall, the Task Force drafted and exposed survey questions that are intended to help inform the
future direction of the Task Force. Minor edits were incorporated as a result of the exposure period, and the survey was sent to
state insurance regulators in February. The survey is currently outstanding with a due date of March 1. Ms. Bigglestone stated
that the results of the survey will be aggregated, with the details or state-identifying information kept confidential. The Task
Force will then consider the aggregated results to help determine next steps.
5.

Discussed Training Initiatives

Ms. Bigglestone stated that one element of the Task Force’s charges is to consider educational opportunities that relate to RRG
resources for both domiciliary and non-domiciliary states. One way the Task Force is pursuing to satisfy this element of the
charges is to conduct a training session during the NAIC’s Insurance Summit. She recommended both domiciliary and nondomiciliary state insurance regulators be alert to the schedule when it is announced and register if they are able.
Having no further business, the Risk Retention Group (E) Task Force adjourned.
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Attachment Nine

Virtual Meeting
(in lieu of meeting at the 2021 Spring National Meeting)
VALUATION OF SECURITIES (E) TASK FORCE
Monday, March 22, 2021
3:00 – 4:00 p.m. ET / 2:00 – 3:00 p.m. CT / 1:00 – 2:00 p.m. MT / 12:00 p.m. – 1:00 p.m. PT
Meeting Summary Report
The Valuation of Securities (E) Task Force met March 22, 2021. During this meeting, the Task Force:
1.

Adopted its Feb. 18, 2021; Dec. 18, 2020; and 2020 Fall National Meeting minutes, which included the
following action:
a. Exposed an updated amendment to the Purposes and Procedures Manual of the NAIC Investment
Analysis Office (P&P Manual) to include instructions for financially modeled residential mortgagebacked securities (RMBS)/commercial mortgage-backed securities (CMBS) to map NAIC
designation categories for a three-day public comment period ending Dec. 22, 2020.
b. Discussed financially modeled RMBS/CMBS price breakpoints and other issues surrounding
securities that have a zero-loss in 2020.
c. Exposed a proposed amendment to the P&P Manual to update the financial modeling instructions
for RMBS/CMBS for non-legacy securities for a 30-day public comment period ending
March 20, 2021.
d. Exposed a proposed amendment to the P&P Manual to update the list of NAIC credit rating
providers (CRPs) to reflect nationally recognized statistical rating organization (NRSRO) changes
for a 30-day public comment period ending March 20, 2021.
e. Discussed comments received on a proposed amendment to the P&P Manual to require the filing
of private rating letter rationale reports and directed Securities Valuation Office (SVO) staff to
continue working with interested parties.
f. Received a referral from the Statutory Accounting Principles (E) Working Group on nonconforming
credit tenant loans (CTLs).
g. Discussed U.S. Securities and Exchange Commission (SEC) Rule 18f-4 under the federal Investment
Company Act of 1940 related to the use of derivatives by registered investment companies. The
Task Force directed SVO staff to prepare a P&P Manual amendment on the use of derivatives by
funds for the Task Force’s consideration.

2.

Adopted an amendment to the P&P Manual to update the financial modeling instructions for
RMBS/CMBS for non-legacy securities that was exposed for a 30-day public comment period ending
March 20, 2021.

3.

Adopted an amendment to the P&P Manual to update the list of NAIC CRPs to reflect NRSRO changes
that was exposed for a 30-day comment period ending March 20, 2021.

4.

Exposed a proposed amendment to the P&P Manual to clarify guidance for fund leverage for a 45-day
public comment period ending May 6, 2021.

5.

Received a request from the American Council of Life Insurers (ACLI) to study the National Financial
Presentation Standard for Spanish generally accepted accounting principles (GAAP). The Task Force
directed SVO staff to begin the study.
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6.

Discussed additional updates on a P&P Manual amendment to require the filing of the private rating
letter rationale report. The Task Force directed SVO staff to continue working with interested parties
and expose the final version for a 30-day public comment period.

7.

Received NAIC staff reports on:
a. Projects before the Statutory Accounting Principles (E) Working Group.
b. The status of the SVO on year-end carry-over filings for 2020.
c. A CTL referral from the Statutory Accounting Principles (E) Working Group.
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Attachment Ten

Virtual Meeting
(in lieu of meeting at the 2021 Spring National Meeting)
GROUP CAPITAL CALCUATION (E) WORKING GROUP
Wednesday, March 10, 2021
12:00 – 1:00 p.m. ET / 11:00 a.m. – 12:00 p.m. CT / 10:00 – 11:00 a.m. MT / 9:00 – 10:00 a.m. PT
Meeting Summary Report
The Group Capital Calculation (E) Working Group met March 10, 2021. During this meeting, the Working
Group:
1.

Adopted its Feb. 25, 2021; Jan. 28, 2021; Jan. 19, 2021; and 2020 Fall National Meeting minutes, which
included the following action:
a. Adopted its Oct. 30, Oct. 20, Sept. 29, Sept. 18, and Sept. 2, 2020, minutes.
b. Adopted revisions to the Insurance Holding Company System Regulatory Act (#440) and the
Insurance Holding Company System Model Regulation with Reporting Forms and Instructions
(#450).
c. Adopted the Group Capital Calculation (GCC), including the GCC template and instructions.

2.

Discussed conducting a 2021 GCC Trial Implementation and directed NAIC staff to develop and finalize
a template letter that can be distributed by lead states to insurance groups they oversee and who the
lead state would like to participate in the 2021 GCC Trail Implementation.
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Attachment Eleven

Virtual Meeting
(in lieu of meeting at the 2021 Spring National Meeting)
GROUP SOLVENCY ISSUES (E) WORKING GROUP
Thursday, March 18, 2021
12:00 – 1:00 p.m. ET / 11:00 a.m. – 12:00 p.m. CT / 10:00 – 11:00 a.m. MT / 9:00 – 10:00 a.m. PT
Summary Report
The Group Solvency Issues (E) Working Group met March 18, 2021. During this meeting, the Working Group:
1.

Received a report on group-related activities of the International Association of Insurance Supervisors
(IAIS), which covered the following:
a. The Insurance Groups Working Group met March 15 and continues to work on the following
projects:
i. Updates to the IAIS Application Paper on Supervisory Colleges (Application Paper), which will
result in a streamlined updated public version of the Application Paper, as well as a memberonly document focusing on implementation guidance.
ii. The development of a group-wide risk assessment framework member-only document to
provide best practice recommendations to supervisors.

2.

Received a report of the Own Risk and Solvency Assessment (ORSA) Implementation (E) Subgroup,
which covered the following:
a. The Subgroup met March 10 in regulator-to-regulator session, pursuant to paragraph 6
(consultation with NAIC staff members related to NAIC technical guidance) of the NAIC Policy
Statement on Open Meetings, to discuss internal administrative matters and have technical
discussions with NAIC staff.
i. During the meeting, Subgroup members discussed matters relating to the timely receipt and
review of ORSA filings and received an update on NAIC ORSA training initiatives.

3.

Received an update on the progress of the Common Framework for the Supervision of Internationally
Active Insurance Groups (ComFrame) drafting group work, which indicated:
a. The financial analysis drafting group has met five times since being formed in August 2020, and it
has made significant progress in incorporating ComFrame elements into draft revisions to the
NAIC’s Financial Analysis Handbook.
b. The drafting group anticipates completing its work over the next month and then providing the
proposed revisions to the full Working Group for public exposure and further consideration.
c. After the financial analysis drafting work is completed, drafting work is expected to begin on
financial examination and ORSA topics.

4.

Discussed an item referred from the 2020 Financial Sector Assessment Program (FSAP), which
recommended that state insurance regulators coordinate and leverage the expertise of teams of
supervisors conducting financial surveillance of large insurance groups, including internationally active
insurance groups (IAIGs). As a result of the discussions, the Working Group agreed to incorporate this
recommendation into its ComFrame implementation efforts.
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MORTGAGE GUARANTY INSURANCE (E) WORKING GROUP
Tuesday, April 6, 2021
12:00 – 1:00 p.m. ET / 11:00 a.m. – 12:00 p.m. CT / 10:00 – 11:00 a.m. MT / 9:00 – 10:00 a.m. PT
Meeting Summary Report
The Mortgage Guaranty Insurance (E) Working Group met April 6, 2021. During this meeting, the Working
Group:
1.

Discussed comments received on a draft 2021 annual property/casualty (P/C) financial statement
exhibit proposal regarding the collection of mortgage guaranty insurance data. The draft proposal was
exposed for a 30-day public comment period. One comment letter from the mortgage guaranty
consortium was received. As a result of the discussion, several modifications to the draft will be
implemented.
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Draft: 3/11/21
National Treatment and Coordination (E) Working Group
Virtual Meeting
March 4, 2021
The National Treatment and Coordination (E) Working Group of the Financial Condition (E) Committee met March 4, 2021.
The following Working Group members participated: Debbie Doggett, Co-Chair (MO); Linda Johnson, Co-Chair (WY);
Cindy Hathaway (CO); Joan Nakano and William Mitchell (CT); Alisa Pritchard (DE); Virginia Christy (FL); Stewart Guerin
(LA); Kari Leonard (MT); Cameron Piatt (OH); Greg Lathrop (OR); Cressinda Bybee (PA); Robert Rudnai (TX); Jay Sueoka
(UT); Susan Baker and Ron Pastuch (WA); and Amy Malm (WI).
1.

Adopted its Revised 2021 Charges

The Working Group adopted its revised 2021 charges to absorb the charges from the Biographical Third-Party Review (E)
Subgroup and disband the Subgroup. Ms. Doggett said the Biographical Third-Party Review (E) Subgroup was established in
2011 when the Working Group determined there was a need to establish uniformity in the background investigation reports
prepared by a third-party. She added that since August 2017, the Subgroup has been chaired by Cameron Piatt (OH), and with
the development of a biographical database in the near future, the current work of the Subgroup has been completed. She
thanked Mr. Piatt for his diligent work on this Subgroup. She also thanked the Subgroup members: Amy Stuart (IL), Jay Sueoka
(UT) and Ron Pastuch (WA), as well as Kathy Kelley (NV) and Joel Sander (OK), who have both since retired.
Ms. Malm made a motion, seconded by Mr. Lathrop, to adopt the revised 2021 charges (Attachment 1) and disband the
Biographical Third-Party Review (E) Subgroup. The motion passed unanimously.
2.

Discussed a Change of Control Referral

Ms. Doggett said that an ad hoc group from the Chief Financial Regulators submitted this referral to the Working Group.
Ms. Bybee said that Pennsylvania was recently aware that the Form A database allows for the notice of closing to be recorded.
She said she is curious if other states were using that status and if providing the details of the closing as part of their procedures
and would solve the issue raised. Ms. Doggett said that using the closed date would remove the filing from the list of open files
for each state but would not trigger any other action within the NAIC database for the company demographics to update the
group code for the target entity or to the acquiring party that corporate amendment filings must be submitted to the foreign
states. Ms. Bybee said that Pennsylvania has developed an internal process to make sure that its records are updated and that
information is sent to the NAIC to update the group code. Companies are not consistent in regard to contacting the NAIC to
have the group code, CoCode or company name updated after the transaction is closed. Jane Barr (NAIC) reminded the states
that the Form A database does have a specific tab that pertains to updated information after the transaction has closed that
allows the state to provide the updated group code, CoCode and company name. She did add that it does not send an automatic
email notification to the NAIC but can consider this an enhancement if the states choose to use the post-acquisition page. There
are procedures established in the Company Licensing Best Practices Handbook that detail the steps regarding post acquisitions.
Ms. Doggett said that the Working Group will continue discussion of this referral during future meetings to determine the best
solution on where instructions or enhancements should be added to current processes.
3.

Exposed Proposal 2021-01

Ms. Johnson said the purpose of the revised primary application is to separate initial start-up companies and companies that
are redomesticating. Since its inception, the primary application and instructions were developed to include start-ups and
redomestication applications filed with a domiciliary state in hard copy. The primary application and instructions have been
revised and refined for start-up companies only. She said that two new forms have been created to capture management
information (Form 4P) and holding company debt to equity information (Form 5P). With the implementation of the electronic
application, state-specific requirements will be captured, as well as electronic signatures. The anticipated production date for
the primary electronic application is 2022. She said that Form 2P will include surplus lines insurer designations for those states
that have enacted the domestic surplus lines legislation.
Ms. Johnson said the Primary Ad Hoc group has recommended exposing the proposal for a 45-day public comment period
ending April 19.
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4.

Exposed Proposal 2021-02

Ms. Johnson said the redomestication application (Proposal 2021-02) is intended for companies that are redomesticating from
one state to another. The original primary application was revised to remove all requirements for start-up companies, and the
electronic format will capture state-specific requirements. The redomestication forms will be labeled as 1R, 2R and so on. The
production release is anticipated in late 2022.
Ms. Johnson said that the Primary Ad Hoc group also recommended exposing the proposal for a 45-day public comment period
ending April 19. She added that once the comments are received and the proposals are adopted, an effective date will be
determined on when the forms will be posted to the Uniform Certificate of Authority Application (UCAA) website for use.
5.

Received a Status Update on the Electronic Application Ad Hoc Group

Ms. Barr said that the ad hoc group began meeting in August 2020 to gather business rules for the primary (start-up) application
and then the redomestication application. She said the ad hoc group is currently discussing business rules for domestic corporate
amendment applications. From there, it will begin working on an electronic Form A application and create forms based on the
Insurance Holding Company System Regulatory Act (#440). The intent of the electronic Form A application will be to
prepopulate pertinent information into the Form A database. She added that future enhancements will include Form B, C, D
and E of Model #440 and asked if anyone was interested in joining the ad hoc group to contact her directly. The ad hoc group
meets every two weeks to review mock-up forms and discuss state requirements. Ms. Barr said that once all the electronic
applications have been developed and current applications enhanced, the ad hoc group will begin developing the biographical
affidavit database. She added that a specific timeline has not been laid out because the developers are finishing a current project,
which has caused some delays.
Ms. Johnson asked if the Form A database ad hoc group could look into some items from the change of control referral to
enhance the processes. Ms. Barr concurred and asked if the Working Group, through its discussion, could provide some
objectives for the ad hoc group to consider incorporating into the electronic format or how it could trigger some automated
notifications for state insurance regulators, the NAIC and the applicant company.
6.

Received an Update on the Domestic Surplus Lines Ad Hoc Group

Crystal Brown (NAIC) said that the ad hoc group was formed last year based on a referral the Working Group received from
the Chief Regulator Forum regarding domestic surplus lines carriers and whether they have enacted the new legislation. A
survey was sent to the states to determine which states had enacted the legislation and found that 19 states of the 41 states that
responded adopted the domestic surplus lines legislation. Ms. Brown said the ad hoc group will review the state statutes and
regulations from the 19 states to identify similarities that can be incorporated into guidance or used to clarify the annual
statement instructions or code list for the reporting of these types of carriers on Schedule T.
7.

Discussed Other Matters
a.

Forms 2 and 14

Ms. Barr said that a couple of states have reached out to the NAIC staff regarding an enhancement to the current Form 2 and
Form 12 to capture the applicant company’s web address. When there is a change of control, there may be a gap when the
company is providing its financial reports to the NAIC, so the NAIC database may not have the most current company
information.
Another request to Form 2 was to include: 1) the first and last name of the contacts currently listed on Form 2; 2) premium tax,
producer licensing, and rate and form filing contacts; and 3) the company compliance contact. Ms. Barr said that these
suggestions were not included in the items to be exposed to avoid confusion with the current proposals being exposed that
include Form 2P and Form 2R, but they could be included for consideration during the Working Group’s next meeting. Ms.
Doggett said that the changes are not significant and agreed that the Working Group could consider them during its next
meeting. Ms. Barr said that there could be a delay when these changes could be implemented into the electronic applications.
b.

Company Licensing Collaboration Page
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Ms. Barr said that the regulator-only information currently listed on StateNet will be removed from the web page on April 1
because all the tools have been placed on the collaboration web page. Ms. Barr demonstrated how to access the link via I-Site,
myNAIC. She suggested that states save this link as a bookmark for easier access.
c.

Next conference call

The next Working Group meeting is tentatively set for May 13.
Having no further business, the National Treatment and Coordination (E) Working Group adjourned.
W:\National Meetings\2021\Spring\Cmte\E\NTCWG\03_04_ntcwgmin.docx
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Attachment Fourteen
Draft: 3/17/21
PROJECT HISTORY
GUIDELINE FOR DEFINITION OF RECIPROCAL STATE IN RECEIVERSHIP LAWS
1.

Description of the Project, Issues Addressed, etc.

The Receivership and Insolvency (E) Task Force has an active and ongoing charge, which was adopted in each year of this
project by the Executive (EX) Committee and Plenary that reads as follows:
Perform additional work as directed by the Financial Condition (E) Committee and/or received through referral by
other groups.
In 2020, the Task Force finalized its study, which began in 2019, and recommendations to address the referral from the Financial
Stability (EX) Task Force to address an evaluation of receivership and guaranty fund laws and practices in the context of the
Macroprudential Initiative (MPI). The Task Force surveyed state insurance regulators and interested parties on each of the key
provisions of receivership and guaranty fund laws that states should consider adopting into their laws, particularly with respect
to receivership of insurers operating in multiple states. While a receivership of a multi-jurisdictional insurer would not likely
have a material impact on financial stability or the broader financial markets, this project highlighted areas of our receivership
process that may need attention, including laws related to full faith and credit of stays and injunctions.
The Task Force discussed the effect of whether a stay or injunction entered into a receivership court is honored in another state.
This has been the subject of a lot of litigation, and receivers have expressed concern about this issue. The receivership laws of
most states address the coordination of receiverships involving multiple states. However, in many states’ laws, these provisions
may apply only if the domiciliary state is a “reciprocal state.” Frequently, the definition of a reciprocal state is based on NAIC
model laws adopted more than 20 years ago.
The Task Force drafted this Guideline as an alternative to address how states define “reciprocal state.” This Guideline provides
an optional statutory definition that may be used by states with a reciprocity requirement to effectuate the purposes of provisions
regarding the coordination of receiverships involving multiple states.
2.

Name of Group Responsible for Drafting the Model and States Participating.

The Receivership and Insolvency (E) Task Force was responsible for drafting the Guideline. The 2020 and 2021 members of
the Task Force were:
2020: Texas (Chair); District of Columbia (Vice Chair); Alaska; American Samoa; Arkansas; California; Colorado;
Connecticut; Florida; Illinois; Iowa; Kansas; Kentucky; Maine; Massachusetts; Michigan; Missouri; Montana; Nebraska; New
Jersey; North Carolina; Oklahoma; Pennsylvania; Rhode Island; South Carolina; Tennessee; and Utah.
2021: Texas (Chair); Louisiana (Vice Chair); American Samoa; Arizona; Colorado; Connecticut; Florida; Hawaii; Illinois;
Iowa; Kansas; Kentucky; Maine; Massachusetts; Michigan; Missouri; Montana; Nebraska; New Jersey; New Mexico; North
Carolina; Northern Mariana Islands; Oklahoma; Pennsylvania; Rhode Island; South Carolina; and Utah.
3.

Project Authorized by What Charge and Date First Given to the Group.

As described in paragraph 1, on its Oct. 7, 2020, meeting, the Task Force agreed to draft a guideline to address this issue, which
was identified through the results of the MPI study and the subsequent survey regarding key provisions of receivership and
guaranty fund laws that states should consider adopting into their laws.
4.

A General Description of the Drafting Process (e.g., drafted by a subgroup, interested parties, the full group,
etc.). Include any parties outside the members that participated.

The Guideline was drafted by Task Force members: Florida; Maine; Texas; and Patrick Cantilo (Cantilo and Bennett LLP), an
interested party. This drafting group met Oct. 19, 2020, and considered language contained in both the Florida and Maine laws.
Rather than identifying a list of specific key provisions in law that would be required for a state to be defined as “reciprocal,”
the drafting group agreed to use the same criteria used by the NAIC Financial Regulation Standards and Accreditation Program.
© 2021 National Association of Insurance Commissioners

1

Attachment Fourteen
Under this definition, any state meeting the applicable NAIC Part A accreditation standards for receivership laws, which
requires a state to have a “receivership scheme,” will be treated as a reciprocal state. The definition recognizes the diversity of
existing state receivership laws, and it should avoid unnecessary litigation regarding the recognition of a state as a reciprocal
state.
5.

A General Description of the Due Process (e.g., exposure periods, public hearings, or any other means by which
widespread input from industry, consumers and legislators was solicited).

On Nov. 19, 2020, the Task Force met to release the draft Guideline for a 42-day public comment period ending Dec. 31, 2020.
The exposure was distributed by email to members, interested state insurance regulators, and interested parties of the Task
Force and posted to the NAIC website.
The Task Force did not receive any comments.
The Task Force adopted the Guideline on March 12, 2021.
6.

A Discussion of the Significant Issues (items of some controversy raised during the due process and the group’s
response).

There were no issues of significance raised during the exposure periods or during meetings.
7.

List the key provisions of the model (sections considered most essential to state adoption).

The Guideline provides the following definition as well as an explanatory drafting note:
“Reciprocal state” means a state that has enacted a law that sets forth a scheme for the administration of an insurer in
receivership by the state’s insurance commissioner [or substitute the equivalent title used by the state, such as
superintendent or director] or comparable insurance regulatory official.
8.

Any Other Important Information (e.g., amending an accreditation standard).

The Guideline will not be considered for any accreditation standard.
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Draft 3/12/21
Adopted by the Executive (EX) Committee and Plenary, ___ __, ____
Adopted by the Financial Condition (E) Committee ___ __, ____
Adopted by the Receivership and Insolvency (E) Task Force March 12, 2021
GUIDELINE FOR DEFINITION OF RECIPROCAL STATE IN RECEIVERSHIP LAWS
Drafting Note: The receivership laws of most states address the coordination of receiverships involving multiple states. Typically, these laws
provide that a domiciliary receiver appointed in another state has certain rights and protections, such as the following:
•

The domiciliary receiver is vested with the title to the insurer’s assets in the state.

•

Attachments, garnishments or levies against the insurer or its assets are prohibited.

•

Actions against the insurer and its insureds are stayed for a specified period of time.

In many states’ laws, these provisions may apply only if the domiciliary state is a “reciprocal state.” Frequently, the definition of a reciprocal state
is based on NAIC model laws adopted more than 20 years ago. These definitions may be inconsistent with laws in other states, and they may be
more prescriptive than the Part A standards of the NAIC Financial Regulation Standards and Accreditation Program for state receivership laws. As
a result, the assets of a receivership estate might not be protected outside of the domiciliary state, and the receiver may be forced to defend litigation
in multiple forums.
The provisions described above are intended to promote judicial economy, which benefits all participants in the receivership process. This guideline
provides a statutory definition that may be used by states with a reciprocity requirement to effectuate the purposes of these provisions. Under this
definition, any state meeting the applicable NAIC Part A Accreditation standards for receivership laws will be treated as a reciprocal state. The
definition recognizes the diversity of existing state receivership laws and should avoid unnecessary litigation regarding the recognition of a state as
a reciprocal state.

Definition of Reciprocal State for Receivership
“Reciprocal state” means a state that has enacted a law that sets forth a scheme for the administration of an insurer in
receivership by the state’s insurance commissioner [or substitute the equivalent title used by the state, such as
superintendent or director] or comparable insurance regulatory official.
_______________________________
Chronological Summary of Action (all references are to the Proceedings of the NAIC)
[insert reference if adopted]
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Draft: 3/12/21
Adopted by the Executive (EX) Committee and Plenary, ___ __, ____
Adopted by the Financial Condition (E) Committee ___ __, ____
Adopted by the Receivership and Insolvency (E) Task Force March 12, 2021
2021 Proposed Amended Charges
RECEIVERSHIP AND INSOLVENCY (E) TASK FORCE
The mission of the Receivership and Insolvency (E) Task Force shall be administrative and substantive as it relates to issues
concerning insurer insolvencies and insolvency guarantees. Such duties include, without limitation, monitoring the
effectiveness and performance of state administration of receiverships and the state guaranty fund system; coordinating
cooperation and communication among regulators, receivers and guaranty funds; monitoring ongoing receiverships and
reporting on such receiverships to NAIC members; developing and providing educational and training programs in the area of
insurer insolvencies and insolvency guarantees to regulators, professionals and consumers; developing and monitoring relevant
model laws, guidelines and products; and providing resources for regulators and professionals to promote efficient operations
of receiverships and guaranty funds.
Ongoing Support of NAIC Programs, Products or Services
1.

The Receivership and Insolvency (E) Task Force will:
A. Monitor and promote efficient operations of insurance receiverships and guaranty associations.
B. Monitor and promote state adoption of insurance receivership and guaranty association model acts and regulations
and monitor other legislation related to insurance receiverships and guaranty associations.
C. Provide input and comments to the International Association of Insurance Supervisors (IAIS), the Financial Stability
Board (FSB), or other related groups on issues regarding international resolution authority.
D. Monitor, review, and provide input on federal rulemaking and studies related to insurance receiverships.
E. Provide ongoing review of the Receiver's Handbook for Insurance Company Insolvencies (Receiver's Handbook),
other related NAIC publications, and the Global Receivership Information Database (GRID); and make any necessary
updates.
F. Monitor the work of other NAIC committees, task forces and working groups to identify and address any issues that
affect receivership law and/or regulatory guidance.
G. Perform additional work as directed by the Financial Condition (E) Committee and/or received through referral by
other groups.

2.

The Receivership Financial Analysis (E) Working Group will:
A. Monitor receiverships involving nationally significant insurers/groups to support, encourage, promote and coordinate
multistate efforts in addressing problems.
B. Interact with the Financial Analysis (E) Working Group, domiciliary regulators, and lead states to assist and advise as
to what might be the most appropriate regulatory strategies, methods and/or action(s) regarding potential or pending
receiverships.

3.

The Receivership Law (E) Working Group will:
A. Review and provide recommendations on any issues identified that may affect states’ receivership and guaranty
association laws (e.g., any issues that arise as a result of market conditions; insurer insolvencies; federal rulemaking
and studies; international resolution initiatives; or as a result of the work performed by or referred from other NAIC
committees, task forces and/or working groups).
B. Discuss significant cases that may impact the administration of receiverships.
C. Complete work as assigned from the Receivership and Insolvency (E) Task Force to address recommendations from
the Financial Stability (EX) Task Force’s Macroprudential Initiative (MPI) referral:
1. Complete work related to qualified financial contracts (QFCs), including: 1) explore if bridge institutions could
be implemented under regulatory oversight pre-receivership to address an early termination of QFCs and, if
appropriate, develop applicable guidance; 2) develop enhancements to the Receiver's Handbook guidance
on QFCs; and 3) identify related pre-receivership considerations related to QFCs and, if necessary, make referrals
to other relevant groups to enhance pre-receivership planning, examination and analysis guidance.
2. Review and provide recommendations for remedies to ensure the continuity of essential services and functions to
an insurer in receivership by affiliated entities, including non-regulated entities. Among other solutions, this will
encompass a review of the Insurance Holding Company System Regulatory Act (#440) and the Insurance Holding
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3.

4.

Company System Model Regulation with Reporting Forms and Instructions (#450) to provide proposed revisions
to address the continuation of essential services through affiliated intercompany agreements in a receivership.
Consult with and/or make referrals to other NAIC working groups, as deemed necessary, as the topic relates to
affiliated intercompany agreements and pre-receivership considerations. Complete by the 2021 Fall National
Meeting.

The Receiver’s Handbook (E) Subgroup will:
A. Review the Receiver's Handbook to identify areas where information is outdated, updates are required, or additional
guidance is needed. Based on this review, draft and propose recommended edits to the Receiver’s Handbook.
B. Complete by the 2022 Fall National Meeting.

NAIC Support Staff: Jane Koenigsman/Sherry Flippo
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To:
From:
Date:
Re:

Financial Condition (E) Committee
Jamie Walker, Accounting Practices and Procedures (E) Task Force
March 31, 2021
Agenda item 2019-24: Levelized and Persistency Commission

This memorandum is to provide an overview of the key points of the levelized commission agenda item
2019-24, which affects SSAP No. 71—Policy Acquisition Costs and Commissions. The Statutory Accounting
Principles (E) Working Group began discussion in August 2019 and on March 15, 2021, adopted revisions
(see illustrated revisions page 5) which are effective Dec. 31, 2021. The Working Group vote was 13 states
in favor and one state opposed. On March 23, 2021, the Accounting Practices and Procedures (E) Task
Force adopted the revisions as adopted by the Working Group with a vote of 41 members in favor and
two opposed (LA and OK).
• Acquisition Costs: Acquisition costs are expenses incurred in the acquisition of new and renewal
insurance contracts. These are costs that vary with and are primarily related to the acquisition of insurance
contracts (e.g., agent and broker commissions, certain underwriting and policy issue costs, and medical
and inspection fees). It is a foundational concept for statutory accounting principles (SAP) that acquisition
costs including commissions are expensed as incurred. This is because incurred costs are not available to
pay policyholder claims. Both U.S. generally accepted accounting principles (GAAP) and SAP would
calculate acquisition costs in a similar manner. GAAP treatment capitalizes acquisition costs and expenses
them over time to match revenue and expenses. This is one of the major financial reporting differences
between SAP and GAAP. These differences are intentional because SAP is measuring the ability to pay
policyholder claims using the foundational principles of conservatism, consistency and recognition. GAAP,
on the other hand, is focused on matching revenue to expenses.
• Funding Agreement: A funding agreement is using a third-party to pay commission costs on the
insurer’s behalf, with the insurer repaying the third-party over time plus interest. To ensure consistent
and conservative treatment, and appropriate recognition, SSAP No. 71 requires that the full amount of
the funding agreement liability be recognized upfront by the insurer plus interest and fees owed to date.
This is because the substance of the agreement is a LOAN. That is, the third-party is paying an insurer’s
acquisition commission obligation and accepting repayment over time (e.g., over 3-8 years).
• Persistency Commission Versus Loan with a Contingency Element: A normal persistency commission
is one in which additional commission is earned over time, when a policy is renewed or remains in force.
A distinct difference is that persistency commission occurs subsequent to an initial sales commission. The
triggering event is the continuation (or renewal) of a policy. An additional amount is owed if the policy
persists overtime. A persistency commission is typically a much smaller payment than initial sales
commission. For example, a small percentage if the policy is in force in years 2-10.
Note: Although traditional persistency commission is not required to be recognized before the
triggering event (e.g., renewal), earlier comments from industry noted that they could be
inadvertently scoped in with the initially exposed revisions. The adopted edits addressed this concern
and are clear that the recognition of commission is based on the triggering event, which is the policy
action, such as initial issuance or renewal.
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The practice under dispute represents initial sales commission that is not being recognized by a limited
number of insurers. With these designs, the insurer has an agreement to reimburse a third-party in the
future (who has paid the commission cost to the agent on the insurer’s behalf) plus interest and fees. The
third-party agreement notes that the insurer does not have to pay the future installments if the policy
lapses. (The impacted insurers have noted that this practice inserts a “persistency” element into the initial
sales commission already incurred. This is actually a LOAN with a contingency element.) Note: Insurers are
required to recognize the full initial commission cost when a policy is issued. If a policy is cancelled, at that
time, an insurer can derecognize the liability to repay the third party.
Disputed practice: Those few insurers that are not recognizing the full liability under the funding
agreement (to repay the parties who are paying acquisition costs on their behalf) are not following the
long-standing guidance in SSAP No. 71. These limited companies are only recognizing a fraction of the
acquisition commission expense, which results in misleading financial statements, and presents a better
financial position than actually exists (as the company has unrecorded liabilities for commissions already
paid on their behalf). SSAP No. 71 requires recognition of the full liability amount of such an agreement,
even if repayment is not guaranteed. The small number of insurers have asserted that their reporting is a
decades-long practice. However the SSAP No. 71 guidance that requires full accrual of the liability was
adopted in 1998 and is based on even earlier statutory accounting guidance which notes that, “The
accounting treatment for certain transactions, characterized as levelized commissions, which results in
enhancement of surplus, has been determined to be inappropriate for statutory reporting.” The Working
Group discussions identified that not recognizing the full liability appears to have been practiced by only
a small minority of companies, which supports that the majority of industry is reporting correctly.

• Lapse - Lapse risk is a risk identified in Model 791 Life and Health Reinsurance, as a significant
insurance risk therefore it cannot be transferred to a non-insurance entity. However, some
employing the disputed practice have tried to assert that it has been transferred to the funding
agent.
• Overview of Edits: Revisions clarify that an insurance entity cannot use third-party structures to
recharacterize and delay recognition of liabilities for initial sales commission owed, regardless of how a
third-party arrangement is structured with regards to the timing of the payment from the insurers. This
guidance clarifies that it is the writing of the insurance contract that obligates the insurer and recognition
of expense shall occur consistently among insurers. SSAP No. 71 does not require advanced recognition
for expected renewals or normal persistency metrics. When an insurance policy is issued, renewed or
when metrics are met that require additional commission, then SSAP No. 71 consistently requires expense
recognition for all insurers.
• Substantive / Nonsubstantive - The determination of a change as substantive or nonsubstantive is
based on whether the edits reflect original intent (nonsubstantive) or incorporates new accounting
concepts (substantive). Throughout the discussion process, it has been reiterated that the edits simply
clarify the original intent of SSAP No. 71. As such, the change was classified as nonsubstantive. The impact
to companies or the number of companies that have incorrectly applied accounting guidance is not a
factor in determining whether a clarifying edit is substantive or nonsubstantive. However, the incorrect
application only seems to involve a limited number of linked-companies, with other entities following the
original intent of SSAP No. 71, which supports that the changes are nonsubstantive and consistent with

© 2021 NAIC

2

Attachment Sixteen

original intent. The March 15 Working Group discussion affirmed the nonsubstantive classification of the
revisions was consistent with the policy statement.
• Correction of Error / Change in Accounting Principle: An earlier comment from an impacted company
identified that there is a process concern as the edits to SSAP No. 71 are classified as a change in
accounting principle and not a correction of error. (Under SSAP No. 3—Accounting Changes and Correction
of Errors, a mistake in the application of accounting principles is a correction of an error.) The edits
proposed in July 2020 were to classify changes required from misapplication of SSAP No. 71 as a correction
of error. However, in response to comments, the Working Group agreed to designate the impact as a
change in accounting principle. This provision was provided to assist companies in reflecting the change.
Both processes require the impact to be recognized to unassigned funds (surplus). If reported as a
correction of an error, then an entity may be subject to filing amended financial statements for periods in
which the error was reflected. As a change in accounting principle, then the entity calculates the change
as a cumulative effect to the Jan. 1 balance in the current year financials.
• Use of Funding Agreements: SSAP No. 71 does not prohibit the use of funding agreements or the use
of third parties to pay commission expense to selling agents. SSAP No. 71 simply requires consistent
recognition of commission expense based on policy issuance or renewal. The involvement of third parties
and funding agreements to front commission owed to selling agents is not a free service. These thirdparties require fees and interest from these financing arrangements; which presumably exceeds the costs
of commission only. The long-standing guidance in SSAP No. 71 requires recognition of the full amount of
unpaid principal and interest accrued to date in these arrangements. One comment raised during the
discussion was that the clarified guidance would hurt policyholders. This comment was never fully
substantiated, but it was noted that failing to report expenses in line with SSAP No. 71 would result with
inappropriate financial positions – which could hurt policyholders. Additionally, it was noted that if the
process to defer expense recognition was sanctioned, then all insurers would have to engage in these
arrangements to prevent competitive disadvantages with reporting.
• Payments to the Direct Agent: Some of the comments received from the impacted companies (or their
representatives) have tried to indicate that the timing (and how) the initial sales commission is paid to the
direct selling agent by the third-party should not impact the recognition of commission expense by the
insurer. These comments were made because it has been highlighted that in the known situations, the
third-party agents have already paid the direct selling agent the owed commission. Although the thirdparty payment to the direct selling agent substantiates that a commission was owed from policy issuance,
the payment to the direct agent is not the triggering event. (Meaning, even if a third-party was to revise
their agreements with direct agents to delay payment, this will not change that the insurer owes
commission expense from policy issuance. The initial sales commission is triggered by policy issuance.)
• Consistent Application Across Companies: SSAP No. 71 is a “common area” SSAP and applies to all
entities regardless of their line of business or product offerings. Some comments made to regulators have
implied that certain large companies are permitted processes that are not in line with SSAP No. 71. It is
speculated that these comments are trying to compare commission expenses from renewals (which are
not required until policy renewal occurs) to the process engaged by these companies in which they have
not recognized commission expense from the initial issuance of policies. This goes back to these impacted
companies mischaracterizing these financing arrangements as “persistency” commission. These timing
arrangements do not alter the requirement to recognize commission expense with the issuance of a
policy. Because many of these funding agreements were mischaracterized, it was noted that the disputed
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practice is difficult to identify on financial examinations and audits. One Working Group member shared
that they had dealt with an issue like this previously when $16 million of off-balance sheet commission
liabilities was identified after a third party funding agent applied to the liquidator for reimbursement.
• Impacted Companies: Throughout the discussion, key industry representatives continued to highlight
that the impacted companies were less “than 10” and likely “5 or less.” The impacted companies were
requested to reach out to domiciliary states to provide information. However the impact for these few
companies is expected to be material. A consumer representative also voiced concerns about the illusory
surplus and unlevel playing field such arrangements create. Because of the unfair competitive advantages
that are perceived, the Working Group was not in favor of grandfathering the practices. However the
Working Group did discuss that companies could have discussions with their domiciliary states regarding
obtaining a permitted practice for phasing in the financial impact. A permitted practice approach was
favored because the impact to the affected companies may vary.
• Effective Date: Although nonsubstantive revisions are generally effective upon adoption, the Working
Group ultimately determined to have a Dec. 31, 2021 effective date. Two of the industry commenters

(Guggenheim and interested parties (Delaware Life)) stated support for an effective date no
sooner than Dec. 31,2021 at the March meeting. Annual 2020 effective dates were previously deferred.

While some members of the Working Group supported an effective date earlier in 2021, it was discussed
that a year end 2021 effective date would allow insurers, to assess the impact and review contracts, and
additionally allow the issue to be fully through the NAIC committee process. During the March meeting,
the National Council of Insurance Legislators (NCOIL) comments were supportive of a later effective date
or an extended phase-in period. The Working Group determined that a year-end 2021 effective date was
preferred because of the competitive issues and because the revisions were viewed as a clarification of
long-standing guidance. The Working Group also reiterated its prior comments that the limited number
of companies seeking phase in application could seek a permitted practice and that the permitted
practices disclosures would provide regulatory transparency.
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Adopted Revisions to SSAP No. 71 (new text from the prior exposure is shown as shaded):
2.
Acquisition costs are those costs that are incurred in the acquisition of new and renewal insurance
contracts and include those costs that vary with and are primarily related to the acquisition of insurance
contracts (e.g., agent and broker commissions, certain underwriting and policy issue costs, and medical
and inspection fees). Acquisition costs and commissions shall be expensed as incurred. Determination of
when acquisition costs and commissions have been incurred shall be made in accordance with SSAP No.
5R—Liabilities, Contingencies and Impairments of Assets.
3.
Contingent commission liabilities shall be determined in accordance with the terms of each
individual commission agreement. Commission liabilities determined on the basis of a formula that relates
to loss experience shall be established for the earned portion. Assumptions used to calculate the
contingent commission liability shall be consistent with the terms of the policy contract and with the
assumptions made in recording other assets and liabilities necessary to reflect underwriting results of the
reporting entity such as retrospective premium adjustments and loss reserves, including incurred but not
reported.
4.
Levelized commissions occur in situations where agents receive normal (non-level) commissions
with payments made by a third party. It is intended, but not necessarily guaranteed, that the amounts paid
to the agents by the third party would ultimately be repaid (with interest explicit or implied) to the third
party by levelized payments (which are less than the normal first year commissions but exceed the normal
renewal commissions) from the reporting entity. (Note: levelized repayments made by the reporting entity
extend the repayment period but might not be a straight-line repayment.) These transactions are, in fact,
funding agreements between a reporting entity and a third party, regardless of how the payment to the
third party is characterized. The continuance of the stream of payments specified in the levelized
commission contract is a mechanism which attempts to bypass recognition of those expenses which are
ordinarily charged to expense in the first year of the contract. Consequently, the normal link between the
persistency of the policy, the continuance of the premium payment or the maintenance of the agent's
license with the reporting entity is not maintained with respect to the payment stream.
5.
The use of an arrangement such as a levelized commission arrangement where commission
payments are not linked to traditional elements such as premium payments and policy persistency, but
rather are linked to the repayment of an advance amount paid by a third party to the direct selling agents
requires the establishment of a liability by the reporting entity for the full amount of the unpaid principal
and accrued interest which is payable to a third party related to levelized commissions. Arrangements that
use a third party to pay agents who write policies for the reporting entity and the insured can be an attempt
to de-link the relationship between the insurer and those agents and defer or levelize the acquisition
commissions. The insurance reporting entity is required to recognize the full amount of earned commission
costs to the direct policy writing agents even if those costs are paid indirectly to the agents by a third party
through the use of levelized commission, or similar arrangement, which is in substance a funding
arrangement. Having a third party pay commission costs to the selling agent is strong evidence of a
potential funding arrangement which shall be recognized as a liability because the substance of the
arrangement indicates that repayment is reasonable and probable, even if a contingency has been
incorporated into the funding arrangement, until the underlying policy has been cancelled. A third-party
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structure cannot recharacterize (e.g. by referencing policy persistency) and delay recognition of liabilities
for initial sales commission owed from the writing of policies regardless of how a third-party arrangement
is structured with regards to the timing of payment from the insurer. The amount owed for full initial sales
commission shall be recognized immediately as the writing of an insurance contract is the event that
obligates the insurer, and such action shall occur consistently among insurers. As such, this recognition is
required regardless of if the insurer owes a selling agent directly or if a third-party has been contracted to
provide payment to the selling agent.
Effective Date and Transition
7.
This statement is effective for years beginning January 1, 2001. A change resulting from the
adoption of this statement shall be accounted for as a change in accounting principle in accordance with
SSAP No. 3—Accounting Changes and Corrections of Errors. The nonsubstantive revisions adopted March
15, 2021 regarding levelized commission are to clarify the original intent of this statement and apply to
existing contracts in effect as of December 31, 2021 and new contracts thereafter .
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