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Draft date: 7/16/25 
 
2025 Summer National Meeting 
Minneapolis, Minnesota 
 
CAPITAL ADEQUACY (E) TASK FORCE 
Tuesday, August 12, 2025 
7:30 – 8:30 a.m.  
Minneapolis Convention Center—Ballroom—Level 1 
 
ROLL CALL 
 

NAIC Member Representative State/Territory 
Doug Ommen, Chair Mike Yanacheak, Chair Iowa 
Judith L. French, Vice Chair Tom Botsko, Vice Chair Ohio 
Mark Fowler Charles Hale/Richard Russell Alabama 
Heather Carpenter David Phifer Alaska 
Ricardo Lara Thomas Reedy California 
Michael Conway Rolf Kaumann Colorado 
Andrew N. Mais Wanchin Chou Connecticut 
Karima M. Woods Philip Barlow District of Columbia 
Michael Yaworsky Jane Nelson Florida 
Ann Gillespie Matt Cheung Illinois 
Holly W. Lambert Roy Eft Indiana 
Vicki Schmidt Tish Becker Kansas 
Sharon P. Clark Russell Coy Kentucky 
Timothy J. Temple Melissa Gibson Louisiana 
Grace Arnold Fred Andersen Minnesota 
Angela L. Nelson John Rehagen Missouri 
Remedio C. Mafnas Remedio C. Mafnas N. Mariana Islands 
Eric Dunning Tadd Wegner Nebraska 
Ned Gaines 
Justin Zimmerman 
Jon Godfread 
Glen Mulready 
Michael Humphreys 
Elizabeth Kelleher Dwyer 
Michael Wise 
Carter Lawrence 
Cassie Brown 
Scott A. White 
Patty Kuderer 

Hermoliva Abejar 
Justin Zimmerman 
Matt Fischer 
Andy Schallhorn 
Diana Sherman 
Ted Hurley 
Ryan Basnett 
Trey Hancock 
Jamie Walker/Rachel Hemphill 
Doug Stolte 
Steve Drutz 

Nevada 
New Jersey 
North Dakota 
Oklahoma 
Pennsylvania 
Rhode Island 
South Carolina 
Tennessee 
Texas 
Virginia 
Washington 
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Nathan Houdek Amy Malm Wisconsin 
 

NAIC Support Staff: Eva Yeung 
 
AGENDA 
 

1. Consider Adoption of its June 30, May 15, and Spring National Meeting 
Minutes—Mike Yanacheak (IA) 

 
2. Consider Adoption of the Reports of its Working Groups 

—Mike Yanacheak (IA) 
A. Health Risk-Based Capital (E) Working Group—Steve Drutz (WA) 
B. Risk-Based Capital Investment Risk and Evaluation (E) Working 

Group—Thomas Reedy (CA) 
C. Life Risk-Based Capital (E) Working Group—Philip Barlow (DC) 
D. Property and Casualty Risk-Based Capital (E) Working Group             

—Tom Botsko (OH) 
 

Attachment One 
Attachment Two 
Attachment Three 
 
 
Attachment Four 
Attachment Five 
 
Attachment Six 
Attachment Seven 
 

3. Consider Adoption of the Health, Life, and Property/Casualty (P/C) 
Newsletters—Mike Yanacheak (IA) 

 

Attachment Eight 
Attachment Nine 
Attachment Ten  

4. Discuss Preamble Issues—Mike Yanacheak (IA) 
A. Risk-Based Capital (RBC) Preamble Proposal 
B. Industry Comments 
C. RBC Purposes and Guideline Ad Hoc Subgroup Summaries 

 

 
Attachment Eleven 
Attachment Twelve 
Attachment Thirteen 
 

5. Discuss Any Other Matters Brought Before the Task Force 
—Mike Yanacheak (IA) 
 
6. Adjournment 
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Draft: 7/2/25 

Capital Adequacy (E) Task Force 
Virtual Meeting 
June 30, 2025 

The Capital Adequacy (E) Task Force met June 30, 2025. The following Task Force members participated: Doug 
Ommen, Chair, represented by Mike Yanacheak (IA); Judith L. French, Vice Chair, represented by Tom Botsko (OH); 
Lori K. Wing-Heier represented by David Phifer (AK); Mark Fowler represented by Charles Hale (AL); Ricardo Lara 
represented by Thomas Reedy (CA); Michael Conway represented by Eric Unger (CO); Andrew N. Mais represented 
by Wanchin Chou (CT); Karima M. Woods represented by Philip Barlow (DC); Michael Yaworsky represented by 
Jane Nelson (FL); Ann Gillespie represented by Matt Cheung (IL); Holly W. Lambert represented by Roy Eft (IN); 
Vicki Schmidt represented by Tish Becker (KS); Sharon P. Clark represented by Russell Coy (KY); Timothy J. Temple 
represented by Melissa Gibson (LA); Grace Arnold represented by Fred Andersen (MN); Angela L. Nelson 
represented by John Rehagen (MO); Eric Dunning represented by Tadd Wegner (NE); Justin Zimmerman 
represented by David Wolf (NJ); Glen Mulready represented by Andy Schallhorn (OK); Michael Humphreys 
represented by Diana Sherman (PA); Elizabeth Kelleher Dwyer represented by Ted Hurley (RI); Michael Wise 
represented by Hinal Patel (SC); Carter Lawrence represented by Trey Hancock (TN); Cassie Brown represented by 
Jamie Walker and Rachel Hemphill (TX); Scott A. White represented by Greg Chew (VA); Patty Kuderer represented 
by Steve Drutz (WA); and Nathan Houdek represented by Amy Malm (WI).  

1. Adopted Proposal 2025-10-L (RBC Asset Credit for Modco/Funds Withheld)

Barlow stated that proposal 2025-10-L originated from a referral by the Statutory Accounting Principles (E) 
Working Group. This proposal was exposed May 1 for a 30-day public comment period that ended May 30, during 
which no comments were received by the Life Risk-Based Capital (E) Working Group. However, NAIC staff noted 
a few editorial changes to the instructions for LR045 through LR048 as a result of the adoption of proposal 2025-
04-L (Other Long-Term Assets). The Working Group adopted this proposal during its June 18 meeting, and the
changes will be effective for 2025 risk-based capital (RBC) reporting.

Barlow made a motion, seconded by Botsko, to adopt proposal 2025-10-L (Attachment XXX). The motion passed 
unanimously. 

2. Adopted Proposal 2025-09-P (Underwriting Risk Line 1 Factors)

Botsko emphasized that proposal 2025-09-P is intended to provide a routine annual update to the industry 
underwriting factors, specifically premium and reserve in PR017 and PR018 within the property/casualty (P/C) 
RBC formula. The proposal was exposed for a 30-day public comment period that ended 
June 1, with no comments received. The Property and Casualty Risk-Based Capital (E) Working Group and the 
Catastrophe Risk (E) Subgroup adopted this proposal during their June 11 joint meeting. 

Botsko made a motion, seconded by Chou, to adopt proposal 2025-09-P (Attachment XXX). The motion passed 
unanimously. 

3. Adopted Proposal 2025-11-CR (Catastrophe Modeling Attestation)
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Chou explained that proposal 2025-11-CR seeks to update the PR002 attestation by including the newly added 
wildfire and severe convective storm perils from PR027 for informational purposes only. Chou reiterated that the 
Subgroup will closely monitor the development of these catastrophe perils and update the attestation and PR027 
interrogatories as needed. The proposal was exposed for a 30-day public comment period that ended June 1, with 
no comments received. The Property and Casualty Risk-Based Capital (E) Working Group and the Catastrophe Risk 
(E) Subgroup adopted this proposal during their June 11 joint meeting. 
 
Chou made a motion, seconded by Botsko, to adopt proposal 2025-11-CR (Attachment XXX). The motion passed 
unanimously. 
 
4. Adopted Proposal 2025-03-CA (Underwriting Risk Investment Income Update) 
 
Drutz stated that the purpose of this proposal is to provide an annual update on the underwriting factors for 
comprehensive medical, Medicare supplement, dental, and vision for the investment income adjustment. The 
Health Risk-Based Capital (E) Working Group exposed this proposal for a 30-day public comment period that ended 
April 23, during which one comment was received from AHIP in support of the proposal. Additionally, the Task 
Force exposed this proposal for a 30-day public comment period that ended June 14, with no comments received. 
 
Drutz made a motion, seconded by Eft, to adopt proposal 2025-03-CA (Attachment XXX). The motion passed 
unanimously. 
 
5. Adopted its Revised Procedure Document 
 
Yanacheak stated that the purpose of the revisions to its procedure document is to: 1) further clarify the meaning 
of RBC structural and non-structural changes; 2) change the working agenda review cadence to an annual review 
during each Fall National Meeting; and 3) adjust the initial national meeting materials posting period to 10 
calendar days. He mentioned that this revised procedure document was exposed for a 30-day public comment 
period that ended June 14, during which no comments were received. 
 
Malm made a motion, seconded by Reedy, to adopt its revised procedure document (Attachment XXX). The 
motion passed unanimously. 
 
6. Adopted its 2026 Proposed Charges 
 
Yanacheak said the proposed changes to the Task Force’s 2026 charges include: 1) adding one entry to item one; 
2) modifying item two to clarify the non-structural change meaning; and 3) revising the charges for the Risk-Based 
Capital Investment Risk and Evaluation (E) Working Group. The Task Force agreed to expose its proposed charges 
for a 30-day public comment period that ended June 14, during which one comment was received from the 
American Council of Life Insurers (ACLI) in support of the addition to the Risk-Based Capital Investment Risk and 
Evaluation (E) Working Group’s charges, which calls out “coordination and alignment between different NAIC 
workstreams.” 
 
Botsko made a motion, seconded by Sherman, to adopt the Task Force’s revised proposed charges (Attachment 
XX). The motion passed unanimously. 
 
7. Exposed a Statutory Accounting Principles (E) Working Group Referral Regarding Collateral Loan Schedule BA 

Reporting Changes 
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Yanacheak reported that the Task Force received a referral from the Statutory Accounting Principles (E) Working 
Group on June 5 regarding changes to the collateral loan schedule BA reporting. Bruggeman noted that in 2023, 
the Statutory Accounting Principles (E) Working Group began reviewing collateral loans due to their rapid increase 
as an asset class, particularly among a select few insurers, where they constituted up to a quarter of total invested 
assets by the end of 2024. Regulators expressed concerns that investments, which would typically incur a higher 
RBC charge, were being structured as collateral loans to benefit from the lower, fixed charge applicable to them. 
The Statutory Accounting Principles (E) Working Group adopted the final agenda item proposing more granular 
reporting lines on Schedule BA. On May 29, the Blanks (E) Working Group adopted revisions to the asset valuation 
reserve (AVR) and Schedule BA (Other Long-Term Assets) to incorporate more detailed reporting of collateral 
loans based on the type of underlying collateral securing the loan, effective Jan. 1, 2026. Bruggeman also 
mentioned that the Statutory Accounting Principles (E) Working Group appreciates the Task Force's consideration 
of specific RBC factors for the different collateral loan reporting lines. Yanacheak encouraged all interested parties 
to review the referral, which the Task Force will discuss in October. 
 
Hemphill made a motion, seconded by Sherman, to expose this referral for a 45-day public comment period ending 
Aug. 14. The motion passed unanimously. 
 
8. Received a Comment Letter from PineBridge Investments Regarding the RBC Treatment for SVO-Designated 

Investments 
 
Yanacheak reported that the Task Force received a comment letter from PineBridge Investments regarding the 
bond-like treatment for SVO-designated bond mutual funds. He noted that this comment was also directed to the 
various RBC working groups under the Financial Condition (E) Committee, which are currently reviewing the issue. 
Yanacheak stated that he will discuss this matter with the different working groups and provide an update in 
October.  
 
Having no further business, the Capital Adequacy (E) Task Force adjourned. 
 
SharePoint/NAIC Support Staff Hub/Member Meetings/E CMTE/CADTF/2025-2-Summer/June 30 CADTF minutes.docx 
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Draft: 5/29/25 

Capital Adequacy (E) Task Force 
Virtual Meeting 
May 15, 2025 

The Capital Adequacy (E) Task Force met May 15, 2025. The following Task Force members participated: Doug 
Ommen, Chair, represented by Mike Yanacheak (IA); Judith L. French, Vice Chair, represented by Tom Botsko (OH); 
Lori K. Wing-Heier represented by Charles Hale and Richard Russell (AK); Ricardo Lara represented by Thomas 
Reedy (CA); Michael Conway represented by Rolf Kaumann and Eric Unger (CO); Andrew N. Mais represented by 
Wanchin Chou (CT); Karima M. Woods represented by Philip Barlow (DC); Michael Yaworsky represented by 
Bradley Trim (FL); Ann Gillespie represented by Matt Cheung (IL); Holly W. Lambert represented by Roy Eft (IN); 
Vicki Schmidt represented by Tish Becker (KS); Timothy J. Temple represented by Melissa Gibson (LA); Grace 
Arnold represented by Fred Andersen (MN); Angela L. Nelson represented by John Rehagen (MO); Jon Godfread 
represented by Matt Fischer (ND); Eric Dunning represented by Tadd Wegner (NE); Justin Zimmerman represented 
by David Wolf (NJ); Scott Kipper represented by Hermoliva Abejar (NV); Glen Mulready represented by Andy 
Schallhorn (OK); Elizabeth Kelleher Dwyer represented by Ted Hurley (RI); Michael Wise represented by Ryan 
Basnett (SC); Carter Lawrence represented by Trey Hancock (TN); Cassie Brown represented by Rachel Hemphill 
(TX); Scott A. White represented by Doug Stolte (VA); Patty Kuderer represented by Steve Drutz (WA); and Nathan 
Houdek represented by Michael Erdman (WI).  

1. Adopted Proposal 2024-21-L MOD (Tax Credit Investments)

Barlow explained that the original proposal 2024-21-L aimed to update the RBC instructions and blanks for the 
adopted Statutory Accounting Principles (E) Working Group’s conceptual changes to Statement of Statutory 
Accounting Principle (SSAP) No. 93—Investments in Tax Credit Structure and SSAP No. 94R—State and Federal Tax 
Credits resulting from the New Markets Tax Credits (NMTC) project. He mentioned that the Life Risk-Based Capital 
(E) Working Group agreed to modify this proposal based on comments received from the American Council of Life
Insurers (ACLI). Consequently, the Working Group re-exposed the modified proposal 2024-21-L MOD for a 30-day
public comment period ending March 23, during which no comments were received. The Life Risk-Based Capital
(E) Working Group adopted the proposal May 1.

Barlow made a motion, seconded by Botsko, to adopt proposal 2024-21-L MOD (Attachment XXX). The motion 
passed unanimously. 

2. Adopted Proposal 2024-24-L MOD (Principle-Based Bond Definition Project)

Barlow stated that the original proposal 2024-24-L aimed to incorporate changes adopted by the Blanks (E) 
Working Group proposals: 2023-06BWG MOD, 2023-07BWG MOD, and 2023-12BWG MOD. These changes 
resulted from the adoption of the principle-based bond definition by the Statutory Accounting Principles (E) 
Working Group. He further mentioned that the Life Risk-Based Capital (E) Working Group agreed to modify this 
proposal based on comments received from the ACLI and Pacific Life. Consequently, the Working Group re-
exposed the modified proposal 2024-24-L MOD for a 30-day public comment period ending March 23, during 
which no comments were received. The Life Risk-Based Capital (E) Working Group adopted the proposal May 1. 

Barlow made a motion, seconded by Botsko, to adopt proposal 2024-24-L MOD (Attachment XXX). The motion 
passed unanimously. 
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3. Adopted Proposal 2025-01-L (C-2 Mortality Risk-LR025) 
 
Barlow stated that the intent of proposal 2025-01-L is to update the risk-based capital (RBC) instructions and 
blanks to allow for direct pulls of information between the annual statement, including the newly adopted general 
interrogatory as per adoption of proposal 2023-15BWG MOD by the Blanks (E) Working Group. He also said this 
proposal was exposed for a 30-day public comment period ending March 23, during which no comments were 
received. The Life Risk-Based Capital (E) Working Group adopted the proposal May 1. 
 
Barlow made a motion, seconded by Botsko, to adopt proposal 2025-01-L (Attachment XXX). The motion passed 
unanimously. 
 
4. Adopted Proposal 2025-04-L MOD (Other Long-Term Assets LR008) 
 
Barlow stated that the intent of the original proposal 2025-04-L is to reorganize the LR008 page to ensure 
investments of the same risk components are grouped to facilitate proper modified coinsurance (modco)/funds 
withheld reinsurance agreement adjustments within LR008. He also said this proposal was exposed for a 30-day 
public comment period ending April 23. The Working Group received one comment letter from the ACLI during 
the exposure period, with both editorial-type comments and conceptual issues for discussion. The editorial 
comments are captured in the modified proposal, and the conceptual issues were discussed and identified as 
issues isolated to the annual statement assets valuation reserves instruction. As such, no re-exposure was deemed 
necessary. The Life Risk-Based Capital (E) Working Group adopted the proposal May 1. 
 
Barlow made a motion, seconded by Botsko, to adopt proposal 2025-04-L MOD (Attachment XXX). The motion 
passed unanimously. 
 
5. Adopted Proposal 2025-05-L (Asset Concentration LR010) 
 
Barlow explained that proposal 2025-05-L aims to address the ACLI’s comments on clarifying LR010 instructions 
regarding Securities Valuation Office (SVO)-designated non-bond debt securities. These securities were requested 
to obtain asset concentration factor treatment similar to bonds in LR002. A referral was sent to the Statutory 
Accounting Principles (E) Working Group with two options for consideration: 1) keeping the asset concentration 
treatment for non-bond debt securities almost the same before and after the adoption of the principle-based 
bond definition; and 2) using a hybrid approach where the base factors are NAIC-designation-driven and the asset 
concentration factor is flat at 15%. The Statutory Principles (E) Working Group chose the first option. This proposal 
was also exposed for a 30-day public comment period ending March 23, during which no other comments were 
received. The Life Risk-Based Capital (E) Working Group adopted the proposal May 1.  
 
Barlow made a motion, seconded by Botsko, to adopt proposal 2025-05-L (Attachment XXX). The motion passed 
unanimously. 
 
6. Adopted Proposal 2025-06-CR (Disclosure Climate Condition Cat Exposure Instruction) 
 
Chou explained that proposal 2025-06-CR aims to ensure that the information provided by companies is reflected 
on an annual basis, aligning with other reporting schedules within the RBC report and enhancing future analysis. 
The proposal was exposed by the Property and Casualty Risk-Based Capital (E) Working Group and Catastrophe 
Risk (E) Subgroup for a 30-day public comment period ending April 23, with no comments received. The 
Catastrophe Risk (E) Subgroup and Property and Casualty Risk-Based Capital (E) Working Group adopted the 
proposal May 2. 
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Chou made a motion, seconded by Botsko, to adopt proposal 2025-06-CR (Attachment XXX). The motion passed 
unanimously. 
 
7. Adopted Proposal 2024-25-CA (Principle-Based Bond Project for P/C and Health) 
 
Yanacheak explained that the adoption of the principle-based bond definition by the Statutory Accounting 
Principles (E) Working Group, effective for 2025 reporting, led to the Blanks (E) Working Group adopting three 
proposals: 2023-06BWG MOD, 2023-07BWG MOD, and 2023-12BWG MOD. To align with these changes in the 
annual statement, the RBC proposal 2024-25-CA was developed to incorporate the updates in the property/ 
casualty (P/C) and health RBC blanks and instructions. Additionally, this proposal included an update to PR009 to 
pull the non-admitted collateral loans amount from the annual statement and notes to the financial statement 
5S, due to the adoption of blanks proposal 2024-09BWG MOD. Initially, this proposal was exposed for a 75-day 
public comment period ending Feb. 1, with no comments received. Subsequently, the Task Force re-exposed it for 
another 30-day public comment period ending April 24, during which no comments were received. 
 
Botsko made a motion, seconded by Eft, to adopt proposal 2025-25-CA (Attachment XXX). The motion passed 
unanimously. 
 
8. Adopted Proposal 2024-26-CA (Tax Credit for P/C and Health) 
 
Yanacheak said the intent of this proposal is to update the low-income housing tax credits investment lines shown 
in PR008 and XR008 in the RBC instructions and blanks to reflect the recent changes adopted to the Annual 
Statement Instructions, as the current RBC instructions and line references in the blanks are no longer relevant. 
Initially, this proposal was exposed for a 75-day public comment period ending Feb. 1, with no comments received. 
Subsequently, the Task Force re-exposed it for another 30-day public comment period ending April 24, during 
which no comments were received. 
 
Botsko made a motion, seconded by Drutz, to adopt proposal 2025-25-CA (Attachment XXX). The motion passed 
unanimously. 
 
9. Adopted Proposal 2025-07-CA MOD (Trend Test) 
 
Yanacheak reiterated that this proposal seeks to expand the instructions for LR034, LR035, PR033, PR034, and 
XR027 to facilitate consistent labeling of various company action levels across lines of business. It was noted that 
trend testing was incorporated in the RBC model laws after the four regulatory levels were instituted. As such, the 
instructions are expanded to acknowledge this development. This proposal was exposed for a 30-day public 
comment period ending April 24, during which the Task Force received one comment letter from the ACLI 
(Attachment XXX). Colin Masterson (ACLI) asked the Task Force to consider updating three formatting items to be 
consistent across three lines of business. Yanacheak said he agreed with the first two items in the comment letter. 
Regarding the third item, he said he did not think the formula should be displayed in the P/C and health blanks, 
as there have been no changes to the formula. Yanacheak also stated that NAIC staff developed a modified 
proposal to incorporate the ACLI’s first two suggested updates and recommended that the Task Force adopt 
proposal 2025-07-CA MOD. Brian Bayerle (ACLI) expressed the ACLI's support for proposal 2025-07-CA MOD. 
 
Rehagen made a motion, seconded by Eft, to adopt proposal 2025-07-CA MOD (Attachment XXX). The motion 
passed unanimously. 
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10. Exposed Proposal 2025-03-CA (Underwriting Risk Investment Income Update) 
 
Drutz said that the purpose of this proposal is to provide an annual update on the underwriting factors for 
comprehensive medical, Medicare supplement, dental, and vision for the investment income adjustment. The 
Health Risk-Based Capital (E) Working Group exposed this proposal for a 30-day public comment period ending 
April 23. During this period, one comment was received from AHIP, which supported the proposal. 
 
Drutz made a motion, seconded by Botsko, to expose proposal 2025-03-CA (Attachment XXX) for a 30-day public 
comment period ending June 14. The motion passed unanimously. 
 
11. Exposed its Revised Procedure Document 
 
Yanacheak stated that the revision's purpose is to: 1) further clarify the meaning of RBC structural and non-
structural changes; 2) change the working agenda review cadence to annual review during every fall national 
meeting; and 3) change the initial national meeting materials posting days to 10 calendar days.  
 
Reedy made a motion, seconded by Drutz, to expose its revised procedure document (Attachment XXX) for a  
30-day public comment period ending June 14. The motion passed unanimously. 
 
12. Exposed its 2026 Proposed Charges 
 
Yanacheak said the proposed changes to the Task Force’s 2026 charges include: 1) adding one item to item one; 
2) modifying item two to clarify the non-structural change meaning; and 3) revising the charges for the Risk-Based 
Capital Investment Risk and Evaluation (E) Working Group. The Task Force agreed to expose its proposed charges 
(Attachment XXX) for a 30-day public comment period ending June 14. Hemphill recommended a minor 
modification to Section 1A, which Yanacheak agreed to. 
 
Eft made a motion, seconded by Hemphill, to expose the Task Force’s revised proposed charges with minor 
modification to Section 1A (Attachment XXX), for a 30-day public comment period ending June 14. The motion 
passed unanimously. 
 
13. Discussed Comments Received on Proposal 2024-16-CA (Revised Preamble) 
 
Yanacheak reiterated that the Task Force members reached a consensus at the Spring National Meeting to re-
expose proposal 2024-16-CA for a 45-day public comment period ending May 9. The Task Force received four 
comment letters during the exposure period. Peter Gould’s (Retiree) comment letter (Attachment XXX) asked the 
Task Force to consider rejecting proposal 2024-16-CA and improving transparency by adding the RBC information 
to the NAIC website as part of the Consumer Information Search Financial Overview Report. 
 
Yanacheak also stated that the American Academy of Actuaries (Academy) indicated in its comment letter 
(Attachment XXX) that the Task Force should temper the language in Section E of the preamble. He emphasized 
that a transparent basis for evaluating insurance company solvency is essential for an insurance regulatory regime. 
The RBC assists regulators in identifying weakly capitalized companies and provides a general and consistent way 
for other stakeholders to understand a company’s solvency position. 
 
The ACLI indicated in its comment letter (Attachment XXX) that it urges the NAIC to adopt the edits suggested in 
its May 30, 2024, letter. Bayerle said the ACLI believes it is in the public interest to maintain the ability to disclose 
the RBC ratios as appropriate. He said he also believed that the ACLI’s proposed edits to the language in the 
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preamble will better align with the spirit of transparency while maintaining regulators’ ability to identify weakly 
capitalized companies. 
Yanacheak said the Center for Insurance Research’s (CIR’s) comment letter (Attachment XXX) indicated that it is 
vital to maintain public access to the total adjusted capital (TAC) and authorized control level (ACL) data elements 
for consumers and consumer intermediaries. Transparency of the summary RBC results is necessary to meet the 
objectives of state insurance regulators, the NAIC, and consumer intermediaries in maintaining a strong, state-
based system of financial oversight. Access to summary RBC result data is already established in existing state laws 
and regulations across the country, and the contemplated revisions would create gaps and/or conflicts with 
existing statutory law and complicate the freedom of information of state insurance departments. Brendon 
Bridgeland (CIR) reiterated that removing the TAC and ACL would make it harder for investors and policyholders 
to monitor insurance companies. Hemphill commented that the intent of the revised preamble is to reiterate that 
the RBC ratio is not a ranking mechanism. 
 
Birny Birnbaum (Center for Economic Justice—CEJ) asked whether there is any written explanation for the 
rationale for removing the ACL and TAC from the annual statement five-year historical data page. Yanacheak said 
the purpose of proposal 2024-16-CA is limited to language in the preamble, and there is currently no proposal to 
remove the ACL and TAC from the five-year historical data page. He plans to set up a meeting to discuss this issue 
in the near future. Birnbaum said removing ACL and TAC is inconsistent with regulators being accountable to the 
public and insurers they regulate. There is no way for interested parties to offer advice or ways to improve the 
RBC regime. Yanacheak encouraged all regulators and interested parties to review the comments received and 
said he planned to schedule a meeting in October to discuss this issue. Wolf said he supported the idea of having 
a meeting in October, as the newly established Aggregation Method Implementation (G) Working Group may have 
discussions impacting the preamble modification. Barlow agreed with Yanacheak that the proposal does not 
include removing the ACL and TAC in the five-year historical data page, but the language in the preamble will 
require further discussion. Hemphill reiterated that the preamble edits emphasize the purpose of RBC and why it 
might not be suitable for other purposes. She re-emphasized that removing the ACL and TAC and the preamble 
edits are two separate discussion items. Cheung suggested that the Task Force may consider adding language in 
the preamble to limit the use of RBC. Bayerle said the ACLI is willing to work with the Task Force to develop a 
disclaimer like Cheung suggested.  
 
14. Discussed Other Matters 
 

A. Bond-Like Treatment for SVO-Designated Bond Mutual Funds 
 
Yanacheak reported that the Task Force received four comment letters from different insurance companies 
regarding the bond-like treatment for SVO-designated bond mutual funds. He said that each comment letter’s 
content is similar. The comments highlighted that insurers rely on fund vehicles to access select fixed income 
markets and diversify investment risk, as these vehicles allow for more efficient market access. The companies 
emphasized that the ability for insurers to invest in fixed income funds and receive fair RBC treatment 
commensurate with the SVO designations is critical for leveling market access across all insurers, regardless of 
size. Yanacheak noted that this comment was also directed to the Risk-Based Capital Investment Risk and 
Evaluation (E) Working Group, which is currently reviewing this issue. He encouraged all interested parties to 
submit comments to be discussed at a future Working Group meeting. Maggie Chang (NAIC) said the Working 
Group plans to meet in June to discuss this issue. 
 

B. Risk-Based Capital Model Governance (EX) Task Force 
 
Yanacheak mentioned that the Risk-Based Capital Model Governance (EX) Task Force was established at the Spring 
National Meeting. He stated that an external consultant will be hired to perform a comprehensive gap analysis 
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and develop guiding principles. He also noted that the Risk-Based Capital Model Governance (EX) Task Force does 
not recommend that any of the NAIC RBC groups, including the Capital Adequacy (E) Task Force, pause their 
current work until it adopts new guiding principles. 
Yanacheak welcomed all interested parties to make direct comments or suggestions on improvements to the RBC 
formula to the RBC working groups’ chairs or NAIC support staff for consideration. 
 
Having no further business, the Capital Adequacy (E) Task Force adjourned. 
 
SharePoint/NAIC Support Staff Hub/Member Meetings/E CMTE/CADTF/2025-2-Summer/May 25 CADTF minutes.docx 
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Draft: 4/1/25 

Capital Adequacy (E) Task Force 
Indianapolis, Indiana 

March 25, 2025 

The Capital Adequacy (E) Task Force met in Indianapolis, IN, March 25, 2025. The following Task Force members 
participated: Doug Ommen, Chair, represented by Mike Yanacheak (IA); Judith L. French, Vice Chair, represented 
by Tom Botsko (OH); Lori K. Wing-Heier represented by David Phifer (AK); Ricardo Lara represented by Thomas 
Reedy (CA); Andrew N. Mais represented by Wanchin Chou (CT); Karima M. Woods represented by Philip Barlow 
(DC); Michael Yaworsky represented by Jane Nelson (FL); Ann Gillespie represented by Matt Cheung (IL); Holly W. 
Lambert represented by Roy Eft (IN); Vicki Schmidt represented by Tish Becker (KS); Timothy J. Temple 
represented by Melissa Gibson (LA); Grace Arnold represented by Fred Andersen (MN); Angela L. Nelson 
represented by Shannon Schmoeger (MO); Jon Godfread represented by Matt Fischer (ND); Eric Dunning 
represented by Tadd Wegner (NE); Justin Zimmerman represented by David Wolf (NJ); Scott Kipper represented 
by Hermoliva Abejar (NV); Glen Mulready represented by Andy Schallhorn (OK); Michael Humphreys represented 
by Diana Sherman (PA); Elizabeth Kelleher Dwyer represented by Ted Hurley (RI); Michael Wise represented by 
Ryan Basnett (SC); Carter Lawrence represented by Trey Hancock (TN); Cassie Brown represented by Jamie Walker 
and Rachel Hemphill (TX); Scott A. White represented by Doug Stolte (VA); Mike Kreidler represented by Steve 
Drutz (WA); and Nathan Houdek represented by Amy Malm (WI).  

1. Adopted its Feb. 4, 2025, and 2024 Fall National Meeting Minutes

Yanacheak said the Task Force met Feb. 4, 2025. During this meeting, the Task Force adopted proposal 2024-23-
CR (2024 U.S. and Non-U.S. Catastrophe Risk Event Lists), which had been exposed for a 7-day public comment 
period that ended Feb. 4, 2025.  

Botsko made a motion, seconded by Eft, to adopt the Task Force’s Feb. 4, 2025 (Attachment XXX) and Nov. 18, 
2024 (see NAIC Proceedings – Summer 2024, Capital Adequacy (E) Task Force) minutes. The motion passed 
unanimously. 

2. Adopted the Reports of its Working Groups

A. Health Risk-Based Capital (E) Working Group

Drutz said the Health Risk-Based Capital (E) Working Group met March 24. During this meeting, the Working Group 
took the following action: 1) adopted its July 25, 2024, minutes, which included the following action: a) adopted 
its June 24, 2024; June 6, 2024; and April 16, 2024, minutes; b) adopted the 2024 health risk-based capital (RBC) 
newsletter; c) adopted the 2023 health RBC statistics; d) heard an update from the American Academy of Actuaries 
(Academy) on the H2 underwriting review; e) forwarded a referral on pandemic risk to the Risk-Focused 
Surveillance (E) Working Group; and f) adopted its working agenda; 2) received two referral letters from the 
Statutory Accounting Principles (E) Working Group, the first requesting the Working Group’s consideration of a 
comment received on Interpretation (INT) 24-01: Principles-Based Bond Definition Implementation Questions and 
Answers, and the second informing the Working Group of the exposure of INT 24-02: Medicare Part D Prescription 
Payment Plan, with both referrals exposed for a 30-day public comment period ending April 23; 3) exposed 
proposal 2025-03-CA for the Underwriting Risk Factors Investment Income Adjustment, which adjusts the 
underwriting risk factors for comprehensive medical, Medicare supplement, and dental and vision to reflect the 
investment income adjustment, for a 30-day public comment period ending April 23; and 4) heard a presentation 
from the Academy on the H2-Underwriting Risk Report. The report includes recommendations on changes to the 
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structure and risk factors for underwriting risk pages XR013, LR020, and PR020. The report is forthcoming and 
expected to be discussed during a late April meeting. 
 

B. Risk-Based Capital Investment Risk and Evaluation (E) Working Group 
 
Barlow said the Risk-Based Capital Investment Risk and Evaluation (E) Working Group met March 24. During this 
meeting, the Working Group took the following action: 1) adopted its Feb. 11, 2025, and Oct. 22, 2024, minutes, 
which included the following action: a) received updates from the Valuation of Securities (E) Task Force and 
Statutory Accounting Principles (E) Working Group; b) heard updates from the Academy on its structured 
securities RBC project; c) adopted revisions to its 2024 working agenda; d) discussed the status of the fund review 
project; and e) exposed the American Council of Life Insurers’ (ACLI’s) RBC principles for bond funds presentation 
and the NAIC’s memorandum of bond funds reported in the 2023 annual statement filings for a 24-day public 
comment period that ended March 7; 2) heard an update from the Academy on its structured securities RBC 
project, which it has thus far made progress on the evaluation of RBC treatment of the collateralized loan 
obligations (CLOs); 3) received comments on the ACLI’s RBC principles for bond funds presentation and the NAIC’s 
memorandum of bond funds reported in the 2023 annual statement filings; and 4) received updates from the 
Valuation of Securities (E) Task Force and the Statutory Accounting Principles (E) Working Group. 
 

C. Life Risk-Based Capital (E) Working Group 
 
Barlow said the Life Risk-Based Capital (E) Working Group met March 24. During this meeting, the Working Group 
took the following action: 1) adopted its Feb. 21, 2025, and Oct. 23, 2024, minutes, which included the following 
action: a) adopted its 2024 Summer National Meeting minutes; b) exposed proposal 2024-21-L (Tax Credit 
Investments) for a 75-day public comment period that ended Jan. 6; c) exposed proposal 2024-24-L (Principle-
Based Bond Definition Project) for a 75-day public comment period that ended Jan. 6; d) re-exposed proposal 
2024-21-L MOD (Tax Credit Investments) for a 30-day public comment period that ended March 23; e) re-exposed 
proposal 2024-24-L MOD (Principle-Based Bond Definition Project) for a 30-day public comment period that ended 
March 23; f) exposed proposal 2025-01-L (C-2 Mortality Risk) for a 30-day public comment period that ended 
March 23; g) exposed proposal 2025-05-L (Assets Concentration—LR010) for a 30-day public comment period that 
ended March 23 and referred it to the Statutory Accounting Principles (E) Working Group for comments; h) 
received updates from the Generator of Economic Scenarios (GOES) (E/A) Subgroup, Longevity Risk (E/A) 
Subgroup, and Variable Annuities Capital and Reserve (E/A) Subgroup; and i) heard updates from the Academy on 
covariance and C-3 risk, which included key differences in correlation methodologies across jurisdictions, the 
impact of time horizons on risk assumptions, and ongoing efforts to refine RBC frameworks; 2) received an update 
from the GOES (E/A) Subgroup, which met Feb. 26, 2024; Feb. 12, 2025; Jan. 29, 2025; Dec. 19, 2024; and Dec. 11, 
2024, and took the following action: a) discussed the model office results of the latest GOES updates; b) referred 
two documents to the Variable Annuities Capital and Reserve (E/A) Subgroup and Life Risk-Based Capital (E) 
Working Group regarding GOES for capital calculations; c) discussed revised equity calibration; d) discussed 
amendment proposal form (APF) 2025-04 to implement the GOES in the Valuation Manual; e) heard a 
presentation on revised Treasury scenarios; f) discussed the formation of a GOES model governance drafting 
group; g) discussed the Sharpe ratio methodology for aligning risk-reward across GOES equity indices; h) discussed 
equity calibration alternatives; and i) discussed the initial Treasury yield fitting methodology and Treasury model 
flooring methodology; 3) received an update from the Longevity Risk (E/A) Subgroup, which has not met since the 
2024 Fall National Meeting; 4) received an update from the Variable Annuities Capital and Reserve (E/A) Subgroup, 
which met Feb. 20 and took the following action: a) discussed comments received on draft additions to the 
variable annuities supplement in the annual statement; and b) exposed draft blanks changes to the variable 
annuities supplement for a 45-day public comment period ending April 6; 5) received a referral from the GOES 
(E/A) Subgroup requesting amendments to the life RBC blanks and instructions to facilitate the implementation 
of the new economic scenario generator, which was exposed for a 30-day public comment period ending April 23; 
6) heard a presentation from the Academy on C-3 and how a potential alignment of C-3 Phase 1 and C-3 Phase 2 
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methodologies could impact instructions and blanks changes to LR027; and 5) exposed proposal 2025-04-L (Other 
Long-Term Assets—LR008) for a 30-day public comment period ending April 23. The proposal reorganizes LR008 
to ensure Schedule BA assets of the same risk components (C-1o vs. C1-cs) are grouped to facilitate proper 
modified coinsurance (modco)/funds withheld reinsurance agreement adjustments within LR008. 
 

D. Property and Casualty Risk-Based Capital (E) Working Group and Catastrophe Risk (E) Subgroup 
 
Botsko said the Property and Casualty Risk-Based Capital (E) Working Group and the Catastrophe Risk (E) Subgroup 
met March 24 and took the following action: 1) adopted its 2024 Fall National Meeting minutes; 2) adopted its 
Feb. 18 and Jan. 16 minutes, which included the following action: a) received an update from the Wildfire Model 
Review Ad Hoc Group on the CoreLogic wildfire model; b) discussed the wildfire peril impact analysis; c) discussed 
the wildfire modeled losses impact analysis; d) discussed climate impact disclosures; e) discussed flood peril;  
f) heard updates from the Academy on its current underwriting risk projects; g) exposed the Statutory Accounting 
Principles (E) Working Group referral for RBC assessment for capital notes and non-bond debt securities, which it 
had exposed for a 30-day public comment period that ended March 20; and h) adopted the updated 2024 U.S. 
and non-U.S. catastrophe risk event lists, which it had exposed for a seven-day public comment period that ended 
Jan. 16; 3) exposed proposal 2025-06-CR (Disclosure Climate Condition Cat Exposure Instructions) for a 30-day 
public comment period ending April 23; 4) heard an update from the Wildfire Model Review Ad Hoc Group 
regarding the CoreLogic Wildfire Model review; 5) heard an update from the Academy on its current underwriting 
risk projects; 6) discussed the 2024 underwriting risk factors; 7) discussed the Statutory Accounting Principles (E) 
Working Group referral on capital note and non-bond debt securities; and 8) discussed insights into catastrophe 
trends from the Actuaries Climate Index (ACI) and U.S. billion-dollar disasters. 
 
Botsko made a motion, seconded by Malm, to adopt the reports of the Health Risk-Based Capital (E) Working 
Group (Attachment XXX), Life Risk-Based Capital (E) Working Group (Attachment XXX), the Property and Casualty 
Risk-Based Capital (E) Working Group (Attachment XXX), and the Risk-Based Capital Investment Risk and 
Evaluation (E) Working Group (Attachment XXX). The motion passed unanimously. 

 
3. Exposed a Referral from the Life Risk-Based Capital (E) Working Group Regarding an ACLI Comment Letter 
 
Barlow said that since changes to the health and property/casualty RBC formulas resulting from the adoption of 
the principle-based bond definition project are similar to the changes to the life formula, the intent of this referral 
is to forward the ACLI comment letter for the Task Force’s consideration. Yanacheak encouraged all interested 
parties to review the comment letter and provide feedback to the Task Force during the exposure period. 
 
The Task Force agreed to expose the Life Risk-Based Capital (E) Working Group referral regarding the ACLI 
comment letter (Attachment XXX) for a 30-day public comment period ending April 24. 
 
4. Re-Exposed Proposal 2024-25-CA (Principle-Based Bond Project For P/C and Health) and Proposal 2024-26-CA 

(Tax Credit Investments For P/C and Health) 
 
Yanacheak reiterated that as a result of the adoption of the principle-based bond definition project by the 
Statutory Accounting Principles (E) Working Group, proposal 2024-25-CA (Principle-Based Bond Project for P/C 
and Health) and proposal 2024-26-CA (Tax Credit Investments for P/C and Health) were developed to incorporate 
the annual statement changes in both P/C and health formulas. These two proposals were exposed for a 75-day 
public comment period that ended Feb. 1. The Task Force received no comments during the exposure period. 
Yanacheak also said that because the Task Force may receive comments on the Life Risk-Based Capital (E) Working 
Group referral related to these two proposals, he recommended the Task Force re-expose these two proposals 
for another 30-day public comment period ending April 24. 
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The Task Force agreed to re-expose proposal 2024-25-CA (Attachment XXX) and proposal 2024-26-CA  
(Attachment XXX) for a 30-day public comment period ending April 24. 
 
5. Exposed Proposal 2025-07-CA (Trend Test) 
 
Yanacheak said this proposal seeks to expand the instructions for LR034, LR035, PR033, PR034, and XR027 to 
facilitate consistent labeling of various company action levels across lines of business. It was noted that trend 
testing was incorporated in RBC model laws after the four regulatory levels were instituted. As such, the 
instructions are expanded to acknowledge this development. He also indicated that no change in trend test 
calculation or methodology is proposed by this proposal. In addition, LR034 and LR035 in the life RBC formula are 
modified to align with the corresponding instructions. 
 
The Task Force agreed to expose proposal 2025-07-CA (Attachment XXX) for a 30-day public comment period 
ending April 24. 
 
6. Re-Exposed Proposal 2024-16-CA (Revised Preamble) 
 
Yanacheak reiterated that the intent of this proposal is to provide edits to the RBC preamble based on the RBC 
Purposes & Guidelines Ad Hoc Subgroup discussions to clarify and emphasize the purposes and intent of using 
RBC. He also asked Task Force members whether the Task Force should consider adopting all edits in this proposal 
except the paragraph of Section E. Barlow said he thought a lot of information in the document is related to 
Section E. He said his preference is to: 1) adopt the proposal as a whole rather than piecemeal; and 2) defer the 
adoption until the Task Force members reach a consensus on the preamble wordings. He also stated that re-
exposing the proposal to solicit additional comments would be helpful for the discussion in the upcoming 
meetings. Wolf agreed with Barlow’s comments.  
 
To encourage interested parties to provide comments to the Task Force, Drutz and Barlow recommended adding 
the following two prompts to the re-exposure:  
 

A. As it is currently drafted in this proposal, the proposed edits do not include any edits to the Annual 
Statement, Five-Year Historical Data page. Are there any comments/objections to adopting the proposed 
edits to the preamble as is? 

B. Please provide examples of how RBC ratios are used other than their intended purpose of identifying 
weakly capitalized companies. 

 
Brendan Bridgeland (Center for Insurance Policy and Research—CIPR) said he supports the re-exposure of the 
proposal. Hemphill emphasized that the RBC ratio should not be used to compare or evaluate the strength of the 
companies. 
 
The Task Force agreed to re-expose proposal 2024-16-CA (Attachment XXX) and the two prompts for a 45-day 
comment period ending May 9. 
 
7. Heard an Update on Collateral Loans from the Statutory Accounting Principles (E) Working Group  
 
Julie Gann (NAIC) said the Statutory Accounting Principles (E) Working Group adopted the collateral loan proposal 
at the Spring National Meeting. The proposal is still exposed under the Blanks (E) Working Group for a comment 
period ending April 29. The Blanks (E) Working Group is anticipated to consider adoption of the proposal May 29. 
She also stated that all collateral loans are currently reported on one line with a single RBC factor. With the 
adoption of more granular reporting, consideration can then occur regarding whether the RBC factors should be 
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updated to reflect the risk attributed to the underlying collateral. Gann said the Blanks (E) Working Group will 
provide further updates to the Task Force after May 29. 
 
Having no further business, the Capital Adequacy (E) Task Force adjourned. 
 
SharePoint/NAIC Support Staff Hub/Member Meetings/E CMTE/CADTF/2025-1-Springl/March 25 CADTF minutes.docx 
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Virtual Meeting 

HEALTH RISK-BASED CAPITAL (E) WORKING GROUP 
June 20, 2025 

Summary Report 

The Health Risk-Based (E) Working Group met June 20, 2025. During this meeting, the Working Group: 

1. Adopted its Spring National Meeting minutes.

2. Adopted its April 30 minutes, which included the following action:
A. Discussed the referral regarding Interpretation (INT) 24-01: Principles-Based Bond Definition

Implementation Questions and Answers.
B. Discussed the referral regarding INT 24-02: Medicare Part D Prescription Payment Plan.
C. Referred proposal 2025-03-CA to the Capital Adequacy (E) Task Force, which had been exposed

for a 30-day comment period.
D. Exposed the American Academy of Actuaries (Academy) H2—Underwriting Risk Component and

managed care credit calculation in the Health Risk-Based Capital (RBC) Formula Report for a 60-
day public comment period ending June 29.

3. Discussed the 2024 health RBC statistics, which included 1,143 filings. Twenty-one companies
triggered an action level, and 18 companies triggered the trend test.

4. Extended the exposure of the Academy H2—Underwriting Risk Component and managed care credit
calculation in the Health Risk-Based Capital (RBC) Formula Report to June 30.
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Virtual Meetings 

RISK-BASED CAPITAL INVESTMENT RISK AND EVALUATION (E) WORKING GROUP 
June 23, 2025 / April 22, 2025 

Summary Report 
The Risk-Based Capital Investment Risk and Evaluation (E) Working Group met June 23 and April 22. 

1. During its June 23 meeting, the Working Group:
A. Adopted its Spring National Meeting minutes.
B. Discussed comment letters received on the American Council of Life Insurers’ (ACLI’s) risk-based

capital (RBC) principles for bond funds presentation and the NAIC’s memorandum of bond funds
reported in 2023 annual statement filings.

C. Exposed proposal 2025-12-IRE (SVO Fund Alignment Project) for a 30-day public comment period
ending July 23. The proposal was drafted for the life RBC framework only.

2. During its April 22 meeting, the Working Group:
A. Met in joint session with the Statutory Accounting Principles (E) Working Group and Valuation of

Securities (E) Task Force 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 review of residual trances and/or interests data reported by insurance companies in their
2024 annual statement and RBC filings.
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Virtual Meetings 

LIFE RISK-BASED CAPITAL (E) WORKING GROUP 
July 21, 2025 / June 18, 2025 / May 7, 2025 / May 1, 2025 / April 9, 2025 

Summary Report 

The Life Risk-Based Capital (E) Working Group met July 21, June 18, May 7, May 1, and April 9. 

1. During its July 21 meeting, in joint session with Variable Annuities Capital and Reserve (E/A) Subgroup, 
the Working Group:
A. Discussed comments received from the American Academy of Actuaries (Academy) and  the

American Council of Life Insurers (ACLI) on a presentation prepared by NAIC staff to solicit
feedback on potential changes to the C-3 Phase I and C-3 Phase II capital metric, as well as other
changes to methodology.

B. Exposed proposal 2025-14-L (C-3 GOES Implementation) for 30-day public comment period
ending August 20.

2. During its June 18 meeting, the Working Group:
A. Adopted its Spring National Meeting minutes.
B. Adopted its May 7, May 1, and April 9 minutes.
C. Adopted proposal 2025-10-L (RBC Asset Credit Modco/FWH).
D. Discussed proposal 2025-13-L (Covariance) and delayed exposure until further notice.
E. Discussed 2024 life risk-based capital (RBC) statistics.
F. Discussed its referral to the Statutory Accounting Principles (E) Working Group regarding asset

valuation reserves (AVR) equity and other invested asset component lines 15, 16, 68, and 69.
G. Received a referral from the Statutory Accounting Principles (E) Working Group on collateral loans.

3. During its May 7 meeting, in joint session with Variable Annuities Capital and Reserve (E/A) Subgroup,
the Working Group:
A. Discussed a request for the NAIC to provide GOES sensitivity scenarios.
B. Exposed a presentation prepared by NAIC staff to solicit feedback on potential changes to the

C-3 Phase I and C-3 Phase II capital metric, as well as other changes to methodology, for a 45-day
public comment period ending June 23.

4. During its May 1 meeting, the Working Group:
A. Adopted proposal 2024-21-L MOD (Tax Credit Investments) to update the RBC instructions and

blanks for adoption of #2022-14 and 2024-11BWG MOD by Statutory Accounting Principles (E)
Working Group and Blanks (E) Working Group, respectively.

B. Adopted proposal 2024-24-L MOD (Principle-Based Bond Definition Project) to incorporate
changes adopted by the Blanks (E) Working Group, namely #2023-06BWG MOD, #2023-07BWG
MOD, and #2023-12BWG MOD. These changes resulted from the Statutory Accounting Principles
(E) Working Group’s adoption of the principle-based bond definition.

Attachment Six



 

 
© 2025 National Association of Insurance Commissioners  2 
  

 

C. Adopted proposal 2025-01-L (C-2 Mortality Risk)  to update the RBC instructions and blanks to 
allow for direct pulls of information between the annual statement, including the newly adopted 
general interrogatory as per 2023-15BWG MOD, and the RBC blank. 

D. Adopted proposal 2025-05-L (Assets Concentration—LR010) to clarify the LR010 instruction so 
that “Securities Valuation Office (SVO)-designated non-bond debt securities” can obtain asset 
concentration factor treatment akin to bonds in LR002 (C-1o risk component). 

E. Adopted proposal 2024-04-L (Other Long-Term Assets—LR008) to reorganize the LR008—Other 
Long-Term Assets page to ensure Schedule BA assets of the same risk components (C-1o versus 
C1-cs) are grouped, to facilitate proper modified coinsurance (modco)/funds withheld (FWH) 
reinsurance agreement adjustments within LR008. 

F. Exposed proposal 2025-10-L (RBC Asset Credit Modco/FWH) for a 30-day public comment period 
ending May 30. 

G. Heard a presentation from the Academy on C-3 alignment. 
H. Heard a presentation from the Academy on covariance. 
I. Received a referral from the Statutory Accounting Principles (E) Working Group on RBC asset 

credit for modco/FWH reinsurance transactions. 
 
5.  During its April 9 meeting, in joint session with the Life Actuarial (A) Task Force, the Working Group: 

A. Exposed amendment proposal form (APF) 2025-04 for a 21-day public comment period ending 
April 29. 

B. Discussed Valuation Manual (VM)-20 deterministic reserve (DR) scenario methodology. 
C. Discussed the GOES model governance framework. 
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Virtual Meeting 

JOINT MEETING OF THE PROPERTY AND CASUALTY RISK-BASED CAPITAL (E) WORKING GROUP 
AND CATASTROPHE RISK (E) SUBGROUP 
Monday, June 30, 2025 

Summary Report 

The Property and Casualty Risk-Based Capital (E) Working Group and the Catastrophe Risk (E) Subgroup 
conducted an e-vote that concluded June 30, 2025. During this e-vote, the Working Group and Subgroup: 

1. Adopted its Spring National Meeting minutes.

2. Adopted its June 11 minutes, which included the following action:
A. Adopted proposal 2025-09-P (Underwriting Risk Line 1 Factors).
B. Adopted proposal 2025-11-CR (Catastrophe Modeling Attestation).
C. Discussed 2024 property/casualty (P/C) risk-based capital (RBC) statistics.
D. Heard updates on the wildfire impact analysis.
E. Discussed climate impact disclosures.
F. Discussed flood peril.
G. Discussed property claim services events list enhancement.

3. Adopted its May 2 minutes, which included the following action:
A. Adopted proposal 2025-06-CR (Disclosure Climate Condition Cat Exposure Instruction).
B. Exposed proposal 2025-09-P (Underwriting Risk Line 1 Factors) for a 30-day public comment

period ending June 1.
C. Exposed proposal 2025-11-CR (Catastrophe Modeling Attestation) for a 30-day public comment

period ending June 1.
D. Heard updates on the wildfire impact analysis.
E. Discussed holding a summer panel discussion.
F. Discussed the process for updating the catastrophe event lists.
G. Discussed the Statutory Accounting Principles (E) Working Group referral for RBC assessment for

capital notes and non-bond debt securities.
H. Discussed bond-like treatment for Securities Valuation Office (SVO)-designated mutual funds.
I. Discussed the appointment of the Risk-Based Capital Model Governance (EX) Task Force.
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Newsletter Items for Adoption for 2025 for Health RBC: 

Date: August 2025 
Volume: 27.2 

Page 1: Intro Section: 
What Risk-Based Capital Pages Should Be Submitted? 
For the year-end 2025 health risk-based capital (RBC) filing, submit hard copies of pages 
XR001 through XR027 to any state that requests a hard copy in addition to the electronic 
filing. Beginning with year-end 2007, a hard copy of the RBC filings was not required to be 
submitted to the NAIC. Other pages, outside of pages XR001 through XR027, do not need to 
be submitted. Those pages would need to be retained by the company as documentation. 

Page 1+: Items Adopted for 2025: 

Principle-Based Bond Definition 
The Capital Adequacy (E) Task Force adopted proposal 2024-25-CA during its May 15 
meeting.  This proposal incorporates changes adopted by the NAIC Blanks (E) Working Group, 
namely #2023-06BWG MOD, 2023- 07BWG MOD, and #2023-12BWG MOD. These changes 
are resulted from the adoption of principle-based bond definition by Statutory Accounting 
Principles (E) Working Group.  

The following pages are impacted by the proposal: XR004, XR006, XR007, XR008, and XR010. 

Tax Credit Investments 
The Capital Adequacy (E) Task Force adopted proposal 2024-26-CA during its May 15 
meeting.  This proposal is to update the RBC instructions and blanks for the adopted Statutory 
Accounting Principles (E) Working Group’s conceptual changes to SSAP No. 93 –Investments 
in Tax Credit Structures and SSAP No. 94R – State and Federal Tax Credits resulting from the 
New Market Tax Credits project. (SAPWG Ref # 2022‐14) and the corresponding changes in 
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annual statement blanks and instructions as per 2024-11BWG MOD adopted by the NAIC 
Blanks (E) Working Group. 
 
The proposal also adds lines to XR008 for collateral loans, pulling the non-admitted amount 
from Note to the Financial Statement 5S added by blanks proposal 2024-09BWG Modified. 
 
Underwriting Risk Factors (XR013) – Investment Income Adjustment 
The Capital Adequacy (E) Task Force adopted proposal 2025-03-CA during its June 30 
meeting. This proposal updated the comprehensive medical, Medicare supplement, and 
dental and vision factors to include a 4.5% investment yield adjustment. The revised factors 
are: 
 

 Comprehensive 
Medical 

Medicare 
Supplement 

 
Dental & Vision 

$0–$3 Million 0.1440 0.0987 0.1153 
$3–$25 Million 0.1440 0.0609 0.0716 
Over $25 Million 0.0844 0.0609 0.0716 

 
Trend Test  
The Capital Adequacy (E) Task Force adopted proposal 2025-07-CA MOD during its May 15 
meeting.  This proposal seeks to expand the instructions for XR027 to facilitate consistent 
labeling of various company action levels across lines of business. 
 

Page 2+: Editorial Changes: 
Updated the Annual Statement reference for Line 1, Column 2 of page XR007 to Schedule D, 

Part 1, Section 2, Column 8, Line 1019999999 + Line 1029999999 
 
Updated Page XR010 to align with Part D Summary by Country 

• Line 9 Annual Statement Source updated to “Schedule D, Summary, Column 1, Line 29” 
• Line 10 Annual Statement Source updated to “Schedule D, Summary, Column 1, Line 28” 

 

Last Page: RBC Forecasting & Warning: 
RBC Forecasting and Instructions 
The health RBC forecasting spreadsheet calculates RBC using the same formula presented in 
the 2025 NAIC Health Risk-Based Capital Report Including Forecasting & Instructions for 
Companies (Forecasting & Instructions), and is available for download from NAIC publications 
webpage https://content.naic.org/publications in a PDF or CSV format. This publication is 

Attachment Eight

https://content.naic.org/publications


  
 3 

 

available on or about Nov. 1 each year. The User Guide is no longer included in the 
Forecasting & Instructions. 
 
WARNING: The RBC forecasting spreadsheet CANNOT be used to meet the year-end RBC 
electronic filing requirement. RBC filing software from an annual statement software vendor 
should be used to create the electronic filing. If the forecasting worksheet is sent instead of 
an electronic filing, it will not be accepted, and the RBC will not have been filed. 
 
Last Page: 2025 National Association of Insurance Commissioners: 
2025 NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS 

Health Risk-Based Capital Newsletter Volume 27.1 Published annually or whenever needed by 
the NAIC for state insurance regulators, professionals, and consumers. 

Direct correspondence to: Derek Noe, RBC Newsletters, NAIC, 1100 Walnut Street, Suite 1000, 
Kansas City, MO 64106-2197. Phone: 816-783-8973. Email: dnoe@naic.org. 
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Newsletter Items for Adoption for 2025 for Life and Fraternal 

RBC 

Date: July 2025 

Volume: 31 

Page 1: Introduction 
What Risk-Based Capital Pages Should Be Submitted? 

For year-end 2025 life and fraternal risk-based capital (RBC), submit hard copies of pages 

LR001 through LR049 to any state that requests a hard copy in addition to the electronic filing. 

Starting with year-end 2007 RBC, a hard copy was not required to be submitted to the NAIC. 

However, a PDF representing the hard copy filing is part of the electronic filing. 

If any actuarial certifications are required per the RBC instructions, they should be included as 

part of the hard copy filing. Starting with year-end 2008 RBC, the actuarial certifications were 

also part of the electronic RBC filing as PDFs, similar to the financial annual statement actuarial 

opinion. 

Other pages, such as the mortgage and real estate worksheets, do not need to be submitted. 

However, the company still needs to retain them as documentation. 

Page 1+: Items Adopted for 2025 

Tax Credit Investments 

The Capital Adequacy (E) Task Force adopted proposal 2024-21-L MOD during its May 15 

meeting. This proposal updates the RBC instructions and blanks for the adopted Statutory 

Accounting Principles (E) Working Group’s conceptual changes to Statement of Statutory 

Accounting Principles (SSAP) No. 93—Investments in Tax Credit Structures and SSAP No. 94—

State and Federal Tax Credits resulting from the New Market Tax Credits project (SAPWG Ref# 

2022‐14) and the corresponding changes in annual statement blanks and instructions as per 

2024-11BWG MOD adopted by the Blanks (E) Working Group.  
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Principle-Based Bond Definition  

The Capital Adequacy (E) Task Force adopted proposal 2024-24-L MOD during its May 15 

meeting. This proposal incorporates changes adopted by the Blanks (E) Working Group, 

namely #2023-06BWG MOD, #2023-07BWG MOD, and #2023-12BWG MOD. These changes 

resulted from the adoption of the principle-based bond definition by the Statutory Accounting 

Principles (E) Working Group. In addition, certain editorial changes are proposed to provide 

clarifying edits to the Life and Fraternal RBC Instructions and/or Blanks. These clarifying edits 

are not necessarily related to the principle-based bond definition project. 

 

The proposal impacts the following pages: LR002, LR005, LR008, LR009, LR010, LR011, LR012, 

LR017, LR029, LR031, LR033, LR038, LR042/43/44, and LR045/46/47/48. 

 

LR025 Life Insurance Page Annual Statement Source 

The Capital Adequacy (E) Task Force adopted proposal 2025-01-L  during its May 15 meeting.   

This proposal updates the RBC instructions and blanks for LR025 Life insurance page to allow 

for direct pulls of information between the annual statement, including the newly adopted 

general interrogatory as per #2023-15BWG MOD and the RBC Blank. 

 

Underwriting Risk Factors—Investment Income Adjustment 
The Capital Adequacy (E) Task Force adopted proposal 2025-03-CA during its June 30 
meeting. This proposal updates the comprehensive medical, Medicare supplement, and 
dental and vision factors to include a 4.5% investment yield adjustment. The revised factors 
are: 

 Comprehensive 
Medical 

Medicare 
Supplement 

 
Dental and Vision 

$0–$3 million 0.1440 0.0987 0.1153 

$3–$25 million 0.1440 0.0609 0.0716 

Over $25 million 0.0844 0.0609 0.0716 

 
LR008 Other Long-Term Asset Page Reorganization 

The Capital Adequacy (E) Task Force adopted proposal 2025-04-L MOD during its May 15 

meeting. This proposal reorganizes the LR008—Other Long-Term Assets page to ensure BA 

assets of the same risk components (C-1o versus C1-cs) are grouped to facilitate proper 

modified coinsurance (modco)/funds withheld (FHW) reinsurance agreement adjustments 

within LR008. 

 

LR010 Asset Concentration Factor 

The Capital Adequacy (E) Task Force adopted proposal 2025-05-L during its May 15 meeting.   

This proposal clarifies the LR010 instruction so that the Securities Valuation Office (SVO)-

designated non-bond debt securities can obtain asset concentration factor treatment akin to 

bonds in LR002 (C-1o risk component). This put the investments’ RBC treatment at the same 

pre- and post-principle-based bond definition adoption. 
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Trend Test  

The Capital Adequacy (E) Task Force adopted proposal 2025-07-CA MOD during its May 15 

meeting. This proposal expands the instructions for LR034 and LR035 to facilitate consistent 

labeling of various company action levels across lines of business. In addition, the blanks for 

LR034 and LR035 are modified to align with the corresponding instructions. 

 

Modified Coinsurance/Funds Withheld Reinsurance Agreements  

The Capital Adequacy (E) Task Force adopted proposal 2025-10-L during its June 30 meeting. 

The proposal clarifies LR045/046/047/048 instructions to clarify that if any portion of a 

modco/FWH asset has been concurrently used as a pledged asset for a purpose specific to the 

ceding insurance reporting entity at any time of the year, the RBC for the ceding company shall 

not be reduced. Another editorial change was made to the instruction due to the adoption of 

proposal 2025-04-L MOD.   

 

Editorial Changes 

On LR030, Calculation of Tax Effect for Life and Fraternal Risk-Based Capital, Line (91) 

reference was corrected to “LR010 Asset Concentration Factor Column (6) Line (61) Grand 

Total Page”. 

 

Last Page: RBC Forecasting and Warning 
Risk-Based Capital Forecasting and Instructions 
The life and fraternal RBC forecasting spreadsheet calculates RBC using the same formula 

presented in the 2025 Life and Fraternal Risk-Based Capital Forecasting and Instructions for 

Companies (Forecasting and Instructions). This publication is typically published around Nov. 

1 each year and is available to download in PDF or CSV format from the NAIC publications 

web page at https://content.naic.org/publications. Please note that the user guide is no 

longer included in the Forecasting & Instructions. 

 

 

Warning: The RBC forecasting spreadsheet CANNOT be used to meet the year-end RBC 

electronic filing requirement. RBC filing software from an annual statement software vendor 

should be used to create the electronic filing. If the forecasting worksheet is sent instead of an 

electronic filing, it will not be accepted, and the RBC will not be filed. 
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Last Page: 2025 National Association of Insurance Commissioners 
2025 NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS 

Life Risk-Based Capital Newsletter, Volume 31. Published annually or as needed by the NAIC 

for insurance regulators, professionals, and consumers. 

 

Direct correspondence to: Kazeem Okosun, RBC Newsletters, NAIC, 1100 Walnut Street, Suite 

1000, Kansas City, MO 64106-2197. Phone: 816-783-8981. Email: kokosun@naic.org. 
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Newsletter Items for Adoption for 2025 for Property and Casualty 
RBC 

Date: August 2025 
Volume: 29.2 

Page 1: Intro Section: 

What Risk-Based Capital Pages Should Be Submitted? 
For year-end 2025 property/casualty (P/C) risk-based capital (RBC) hard copies of pages PR001–
PR035, as well as pages PR038 and PR039, should be submitted to any state that requests a hard copy. 
Beginning with year-end 2011 RBC, a hard copy was not required to be submitted to the NAIC, but a PDF 
representing the hard-copy filing is part of the electronic filing with the NAIC. 

Page 1+: Items Adopted for 2025 

Investment Risk 
Principle-Based Bond Definition 
The Capital Adequacy (E) Task Force adopted proposal 2024-25-CA during its May 15 meeting. This 
proposal incorporates changes adopted by the Blanks (E) Working Group, namely #2023-06BWG 
MOD, #2023-07BWG MOD, and #2023-12BWG MOD. These changes resulted from the adoption of 
the principle-based bond definition by the Statutory Accounting Principles (E) Working Group.  
The proposal impacts the following pages: PR005, PR006, PR007, PR008, PR009, PR015, and PR030. 

Tax Credit Investments 
The Capital Adequacy (E) Task Force adopted proposal 2024-26-CA during its May 15 meeting. This 
proposal updates the RBC instructions and blanks for the adopted Statutory Accounting Principles 
(E) Working Group’s conceptual changes to Statement of Statutory Accounting Principles (SSAP) No.
93—Investments in Tax Credit Structures and SSAP No. 94—State and Federal Tax Credits resulting
from the New Market Tax Credits project (SAPWG Ref# 2022‐14) and the corresponding changes in
annual statement blanks and instructions as per 2024-11BWG MOD adopted by the Blanks (E)
Working Group.
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Accident and Health Business 

Underwriting Risk Factors (PR020) 
The Capital Adequacy (E) Task Force adopted proposal 2025-03-CA during its June 30 meeting. This 
proposal updated the comprehensive medical, Medicare supplement, and dental and vision factors 
to include a 4.5% investment yield adjustment. The revised factors are: 
 

 Comprehensive 
Medical 

Medicare 
Supplement 

 
Dental and Vision 

$0–$3 million 0.1440 0.0987 0.1153 
$3–$25 million 0.1440 0.0609 0.0716 
More than $25 
million 

0.0844 0.0609 0.0716 

 
Trend Test  
The Capital Adequacy (E) Task Force adopted proposal 2025-07-CA MOD during its May 15 
meeting. This proposal expands the instructions for XR027 to facilitate consistent labeling of various 
company action levels across lines of business. 

Underwriting Risk 
Underwriting Risk Factors Lines 4 and 8 
As a result of the adoption of proposal 2024-11-P by the Capital Adequacy (E) Task Force during its 
April 30, 2024, meeting, lines 4 and 8 factors were based on the 2023 American Academy of 
Actuaries’ (Academy’s) Update to Property and Casualty Risk-Based Capital Underwriting Factors and 
Investment Income Adjustment Factors report. During the Property and Casualty Risk-Based Capital 
(E) Working Group’s April 25, 2024, meeting, the Working Group decided to use 100% indicated 
change with capped international and product liability lines for reserves and 100% indicated change 
with capped financial mortgage guaranty lines for premium for 2025 reporting. 

 
PR017 Underwriting Risk – Reserves  PR017 Underwriting Risk – Reserves 

Proposed Line (4), Industry Loss & Expense RBC 
Factors 

 

 Proposed Line (8), Adjustment for Investment 
Income 

Col. Line of Business 2025 
Factor 

2024 
Factor 

 Col. Line of Business 2025 
Factor 

2024 
Factor 

(1) H/F 0.226 0.220  (1) H/F 0.951 0.945 
(2) PPA 0.205 0.192  (2) PPA 0.937 0.933 
(3) CA 0.360 0.318  (3) CA 0.926 0.919 
(4) WC 0.382 0.363  (4) WC 0.783 0.807 
(5) CMP 0.475 0.485  (5) CMP 0.898 0.887 
(6) MPL Occurrence 0.271 0.327  (6) MPL Occurrence 0.861 0.863 
(7) MPL Claims Made 0.172 0.224  (7) MPL Claims Made 0.896 0.890 
(8) SL 0.401 0.353  (8) SL 0.884 0.887 
(9) OL 0.496 0.514  (9) OL 0.864 0.858 
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(10) Fidelity/Surety 0.586 0.479  (10) Fidelity/Surety 0.908 0.924 
(11) Special Property/Pet 

Insurance Plan 
0.272 0.259  (11) Special Property/Pet 

Insurance Plan 
0.954 0.960 

(12) Auto Physical Damage 0.137 0.146  (12) Auto Physical Damage 0.978 0.977 
(13) Other (Credit A&H) 0.225 0.223  (13) Other (Credit A&H) 0.936 0.952 
(14) Financial/Mortgage 

Guaranty 
0.146 0.163  (14) Financial/Mortgage 

Guaranty 
0.916 0.921 

(15) INTL 0.669 0.514  (15) INTL 0.881 0.878 
(16) REIN. P&F Lines 0.319 0.367  (16) REIN. P&F Lines 0.913 0.907 
(17) REIN. Liability 0.596 0.626  (17) REIN. Liability 0.793 0.816 
(18) PL 1.226 1.014  (18) PL 0.844 0.843 
(19) Warranty 0.355 0.363  (19) Warranty 0.961 0.951 
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PR018 Underwriting Risk – Premiums  PR018 Underwriting Risk – Premiums 
Proposed Line (4), Industry Losses & Loss 

Adjustment Expense Ratio 
 

 Proposed Line (7), Adjustment for Investment 
Income 

Col. Line of Business 2025 
Factor 

2024 
Factor 

 Col. Line of Business 2025 
Factor 

2024 
Factor 

(1)* H/F 0.930 0.933  (1)* H/F 0.966 0.960 
(2) PPA 0.970 0.970  (2) PPA 0.937 0.931 
(3) CA 1.014 1.012  (3) CA 0.903 0.897 
(4) WC 1.037 1.041  (4) WC 0.833 0.836 
(5)* CMP 0.873 0.878  (5)* CMP 0.921 0.909 
(6) MPL Occurrence 1.394 1.531  (6) MPL Occurrence 0.795 0.781 
(7) MPL Claims Made 1.146 1.138  (7) MPL Claims Made 0.863 0.845 
(8)* SL 0.894 0.908  (8)* SL 0.924 0.911 
(9) OL 0.993 1.003  (9) OL 0.837 0.827 

(10) Fidelity/Surety 0.657 0.756  (10) Fidelity/Surety 0.922 0.913 
(11)* Special Property/Pet 

Insurance 
0.795 0.829  (11)* Special Property/Pet 

Insurance 
0.957 0.953 

(12) Auto Physical Damage 0.835 0.836  (12) Auto Physical Damage 0.979 0.975 
(13) Other (Credit A&H) 0.926 0.931  (13) Other (Credit A&H) 0.958 0.953 
(14) Financial/Mortgage 

Guaranty 
2.012 1.805  (14) Financial/Mortgage 

Guaranty 
0.891 0.888 

(15)* INTL 1.476 1.355  (15)* INTL 0.925 0.915 
(16)* REIN. P&F Lines 0.973 1.072  (16)* REIN. P&F Lines 0.919 0.906 
(17)* REIN. Liability 1.183 1.253  (17)* REIN. Liability 0.811 0.794 
(18) PL 1.194 1.229  (18) PL 0.801 0.788 
(19) Warranty 0.985 0.920  (19) Warranty 0.972 0.938 

* Cat Lines 
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New Industry Average Risk Factors—Annual Update 
During its June 30 meeting, the Capital Adequacy (E) Task Force adopted the annual update of 
industry average development factors. 
 

PR017 Underwriting Risk – Reserves  PR018 Underwriting Risk – Net Written Premiums 
Line (1), Industry Development Factors  Line (1), Industry Average Loss and Expense 

Ratios 
Col. Line of Business 2025 

Factor 
2024 

Factor 
 Col. Line of Business 2025 

Factor 
2024 

Factor 
(1) H/F 0.997 1.020  (1)* H/F 0.700 0.695 
(2) PPA 1.072 1.061  (2) PPA 0.807 0.799 
(3) CA 1.110 1.115  (3) CA 0.792 0.787 
(4) WC 0.912 0.882  (4) WC 0.649 0.646 
(5) CMP 1.018 1.024  (5)* CMP 0.683 0.684 
(6) MPL Occurrence 0.914 0.910  (6) MPL Occurrence 0.763 0.752 
(7) MPL Claims Made 1.024 0.996  (7) MPL Claims Made 0.840 0.828 
(8) SL 0.995 0.996  (8)* SL 0.565 0.583 
(9) OL 0.995 0.993  (9) OL 0.664 0.649 
(10) Fidelity/Surety 0.875 0.875  (10) Fidelity/Surety 0.374 0.375 
(11) Special Property/Pet 

Insurance 
0.985 0.989  (11)* Special Property/Pet 

Insurance 
0.552 0.559 

(12) Auto Physical Damage 1.002 0.999  (12) Auto Physical Damage 0.731 0.733 
(13) Other (Credit A&H) 0.938 0.942  (13) Other (Credit A&H) 0.714 0.711 
(14) Financial/Mortgage 

Guaranty 
0.486 0.493  (14) Financial/Mortgage 

Guaranty 
0.159 0.158 

(15) INTL 1.927 2.168  (15)* INTL 1.184 1.153 
(16) REIN. P&F Lines 0.925 0.930  (16)* REIN. P&F Lines 0.597 0.587 
(17) REIN. Liability 1.090 1.054  (17)* REIN. Liability 0.788 0.760 
(18) PL 0.911 0.882  (18) PL 0.609 0.594 
(19) Warranty 0.978 0.991  (19) Warranty 0.641 0.641 

* Cat Lines 

Attachment Ten



 

 
 

Catastrophe Risk 

Disclosure of Climate-Conditioned Catastrophe Exposure Instruction 
The Capital Adequacy (E) Task Force adopted proposal 2025-06-CR during its meeting on May 15. 
This proposal ensures that the information provided by companies is accurately reflected on an 
annual basis. 
 
Catastrophe Modeling Attestation (PR002) 
The Capital Adequacy (E) Task Force adopted proposal 2025-11-CR during its June 30 meeting. The 
proposal updates the PR002 Attestation by incorporating the newly identified wildfire and severe 
convective storm perils from PR027 for informational purposes only. 

 
Editorial Changes  
Updated the annual statement reference for line 1, column 2, of page PR006 to Schedule D, part 1, 
section 2, column 8, line 1019999999 and line 1029999999. 
 

Last Page: RBC Forecasting and Warning 
 
Risk-Based Capital Forecasting and Instructions 

The P/C RBC forecasting spreadsheet calculates RBC using the same formula presented in the 2025 
NAIC Property & Casualty Risk-Based Capital Report Including Overview & Instructions for 
Companies, and is available to download from the NAIC publications web page at 
https://content.naic.org/publications in a PDF or CSV format. This publication is available for on or 
around Nov. 1 each year. The user guide is no longer included in the RBC publications. 

WARNING: The RBC forecasting spreadsheet CANNOT be used to meet the year-end RBC 
electronic filing requirement. RBC filing software from an annual financial statement software vendor 
should be used to create the electronic filing. If the forecasting worksheet is sent instead of an 
electronic filing, it will not be accepted, and the RBC will not be filed. 

  

Last Page: 2025 National Association of Insurance Commissioners: 
 
2025 NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS 
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Property and Casualty Risk-Based Capital Newsletter Volume 29.1. Published annually or as needed 
by the NAIC for state insurance regulators, professionals, and consumers. 

Direct correspondence to: Eva Yeung, RBC Newsletters, NAIC, 1100 Walnut Street, Suite 1000, 
Kansas City, MO 64106-2197. Phone: 816-783-8407. Email: eyeung@naic.org. 

Address corrections requested. Please mail the old address label with the correction to: NAIC 
Publications Department, 1100 Walnut St., Suite 1500, Kansas City, MO 64106-2197. Phone: 816-
783-8300. Email: prodserv@naic.org. 
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©2024 National Association of Insurance Commissioners 

Capital Adequacy (E) Task Force 
RBC Proposal Form 

☒ Capital Adequacy (E) Task Force ☐ Health RBC (E) Working Group ☐ Life RBC (E) Working Group

☐ Catastrophe Risk (E) Subgroup ☐ P/C RBC (E) Working Group ☐ Longevity Risk (A/E) Subgroup

☐ Variable Annuities Capital. & Reserve  ☐    Economic Scenarios (E/A) Subgroup ☐ RBC Investment Risk & Evaluation
(E/A) Subgroup (E) Working Group

DATE: 4-24-24

CONTACT PERSON: Eva Yeung 

TELEPHONE: 816-783-8407

EMAIL ADDRESS: eyeung@naic.org 

ON BEHALF OF: Capital Adequacy (E) Task Force 

NAME: Tom Botsko 

TITLE: Chair 

AFFILIATION: Ohio Department of Insurance 

ADDRESS: 50 West Town Street, Suite 300 

Columbus, OH 43215 

FOR NAIC USE ONLY 
Agenda Item # 2024-16-CA  
Year  2024 

DISPOSITION 
ADOPTED: 
☐ TASK FORCE (TF)               ____________ 
☐ WORKING GROUP (WG) ____________
☐ SUBGROUP (SG)   ____________          

EXPOSED:
☒ TASK FORCE (TF)               _04/30/2024_ 
☐ WORKING GROUP (WG) __________ _
☐ SUBGROUP (SG)   ____________ 

REJECTED:
☐ TF ☐ WG  ☐ SG

OTHER: 
☐ DEFERRED TO
☐ REFERRED TO OTHER NAIC GROUP
☐ (SPECIFY) 

IDENTIFICATION OF SOURCE AND FORM(S)/INSTRUCTIONS TO BE CHANGED 

☒ Health RBC Blanks ☒ Property/Casualty RBC Blanks ☒ Life and Fraternal RBC Blanks
☐ Health RBC Instructions       ☐     Property/Casualty RBC Instructions  ☐   Life and Fraternal RBC Instructions
☐ Health RBC Formula ☐ Property/Casualty RBC Formula ☐ Life and Fraternal RBC Formula
☐ OTHER ___________________________________________________________________________________________

DESCRIPTION/REASON OR JUSTIFICATION OF CHANGE(S) 
The purpose of this proposal is to provide edits to the RBC Preamble to clarify and emphasize the purposes and the intent of using 
RBC. 

Additional Staff Comments: 

 _____________________________________________________________________________________________________ 
** This section must be completed on all forms. Revised 2-2023 
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Risk-Based Capital 
Preamble 

 

 
History of Risk-Based Capital by the NAIC 
 

A. Background 
 

1. The NAIC, through its committees and working groups, facilitated many projects of importance to state insurance 
regulators, the industry, and users of statutory financial information in the early 1990s. That was evidenced by 
the original mission statement and charges given to the Capital Adequacy (E) Task Force (CADTF) of the Financial 
Condition (E) Committee. 

 

2. From the inception of insurance regulation in the mid-1800s, the limitation of insurance company insolvency risk 
has been a major goal of the regulatory process. The requirement of adequate capital has been a major tool in 
limiting insolvency costs throughout the history of insurance regulation. Initially, the states enacted statutes 
requiring a specified minimum amount of capital and surplus for an insurance company to enter the business or 
to remain in business.  

 

3.  Fixed minimum capital requirements were largely based on the judgment of the drafters of the statutes and 
varied widely among the states. Those fixed minimum capital and surplus requirements have served to protect 
the public reasonably well for more than a century. However, they fail to recognize variations in risk between 
broad categories of key elements of insurance, nor do they recognize differences in the amount of capital 
appropriate for the size of various insurers.  

 

4. In 1992, the NAIC adopted the life risk-based capital (RBC) formula with an implementation date of year-end 
1993. The formula was developed for specific regulatory needs. Four major categories were identified for the life 
formula: asset risk; insurance risk; interest rate risk; and all other business risk. The property/casualty and health 
formulas were implemented in 1994 and 1998, respectively. The focus of these two formulas is: asset risk; 
underwriting risk; credit risk; and business risk (health). 

 

5. The total RBC needed by an insurer to avoid being taken into conservatorship is the Authorized Control Level 
RBC, which is 50% of the sum of the RBC for the categories, adjusted for covariance. The covariance adjustment 
is meant to take into account that problems in all risk categories are not likely to occur at the same time.  

 

6.  The mission of the CADTF was to determine the amount of capital an insurer should be required to hold to avoid 
triggering various specific regulatory actions. The RBC formula largely consists of a series of risk factors that are 
applied to selected assets, liabilities, or other specific company financial data to establish the threshold levels 
generally needed to bear the risk arising from that item. 

 

7.  To carry out its mission, the CADTF was charged with carrying out the following initiatives: 
 Evaluate emerging “risk” issues for referral to the RBC working groups/subgroups for certain issues involving 

more than one RBC formula.  
 Monitor emerging and existing risks relative to their consistent or divergent treatment in the three RBC 

formulas. 
 Review and evaluate company submissions for the schedule and corresponding adjustment to total adjusted 

capital (TAC). 
 Monitor changes in accounting and reporting requirements resulting from the adoption and continuing 

maintenance of the Accounting Practices and Procedures Manual and the Valuation Manual to ensure that 
model laws, publications, formulas, analysis tools, etc., supported by the CADTF continue to meet regulatory 
objectives. 
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8. The RBC forecasting, and instructions were developed and are now maintained in accordance with the mission 
of the CADTF as a method of measuring the threshold amount of capital appropriate for an insurance company 
to avoid capital specific regulatory requirements based on its size and risk profile.  

 

B. Purpose of Risk-Based Capital 
 

9. The purpose of RBC is to identify potentially weakly capitalized companies in order to facilitate regulatory actions 
designed to, in most cases, ensure policyholders will receive the benefits promised without relying on a guaranty 
association or taxpayer funds. Consequently, the RBC formula calculates capital level trigger points that enable 
regulatory intervention in the operation of such companies.  

 

10. RBC instructions, RBC reports and adjusted report(s) are intended solely for use by the commissioner/state in 
monitoring the solvency of insurers and the need for possible corrective action with respect to insurers and are 
considered confidential. All domestic insurers are required to file an RBC report unless exempt by the 
commissioner. There are no state permitted practices to modify the RBC formula and all insurers are required to 
abide by the RBC instructions.  

 

11. Comparison of an insurer’s TAC to any RBC level is a regulatory tool that may indicate the need for possible 
corrective action with respect to the insurer and is not intended or appropriate as a means to rank insurers 
generally. Therefore—except as otherwise required under the provisions of Risk-Based Capital (RBC) for Insurers 
Model Act (#312) or the Risk-Based Capital (RBC) for Health Organizations Model Act (#315)—the making, 
publishing, disseminating, circulation or placing before the public, or causing, directly or indirectly to be made, 
published, disseminated, circulated or place before the public, in a newspaper, magazine or other publication, or 
in a form of a notice, or in any other way, an advertisement, announcement or statement (including but not 
limited to press releases, earnings releases, webcast materials, or any other earnings presentations or webcasts) 
containing an assertion, representation or statement with regard to the RBC levels of any insurer or of any 
component derived in the calculation by any insurer is prohibited.  

 

C. Objectives of Risk-Based Capital Reports 
 

12. The primary responsibility of each state insurance department is to regulate insurance companies in accordance 
with state laws, with an emphasis on solvency for the protection of policyholders. The ultimate objective of 
solvency regulation is to ensure that policyholder, contract holder and other legal obligations are met when they 
come due and that companies maintain capital and surplus at all times and in such forms as required by statute. 

 

To support this role, the RBC reports identify potentially weakly capitalized companies in that each insurer must 
report situations where the actual TAC is below a threshold amount for any of the several RBC levels. This is 
known as an “RBC event” and reporting is mandatory. The state regulatory response is likely to be unique to each 
insurer, as each insurer’s risk profile will have some differences from the average risk profile used to develop the 
RBC formula factors and calculations.  

 

There are several RBC levels with different levels of anticipated additional regulatory oversight following the 
reporting of an RBC event. Company Action Level (CAL) has the least amount of additional regulatory oversight, 
as it envisions the company providing to its regulator a plan of action to increase capital or reduce risk or 
otherwise satisfy the regulator of the adequacy of its capital. Regulatory Action Level (RAL) is the next higher 
level, where the regulator is more directly involved in the development of the plan of action. Authorized Control 
Level (ACL) anticipates an even higher amount of regulatory action in implementing the plan of action. Mandatory 
Control Level (MCL) requires the insurance commissioner to place the reporting entity under regulatory control.  

 

D. Critical Concepts of Risk-Based Capital 
 

13. Over the years, various financial models have been developed to try to measure the “right” amount of capital 
that an insurance company should hold.1 “No single formula or ratio can give a complete picture of a company’s 

 
1 Report of the Industry Advisory Committee to the Life Risk-Based Capital (E) Working Group, p. 6; Nov. 17, 1991. 
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operations, let alone the operation of an entire industry. However, a properly designed formula will help in the 
early identification of companies with inadequate capital levels and allow corrective action to begin sooner. This 
should ultimately lower the number of company failures and reduce the cost of any failures that may occur.”  

 

14. Because the NAIC formula develops threshold levels of capitalization rather than a target level, it is neither useful 
nor appropriate to use the RBC formula to compare the RBC ratio developed by one insurance company to the 
RBC ratio developed by another. Comparisons of amounts that exceed the threshold standards do not provide a 
reliable assessment of their relative financial strength. For example, a company with an RBC ratio of 600% is not 
necessarily financially stronger than a company with an RBC ratio of 400%. For this reason, Model #312 and 
Model #315 prohibit insurance companies, their agents and others involved in the business of insurance using 
the company’s RBC results to compare competitors.  

 

15. The principal focus of solvency measurement is the determination of financial condition through an analysis of 
the financial statements and RBC. However, protection of the policyholders can only be maintained through 
continued monitoring of the financial condition of the insurance enterprise. Operating performance is another 
indicator of an enterprise’s ability to maintain itself as a going concern.  

 

16. The CADTF and its RBC working groups are charged with evaluating refinements to the existing NAIC RBC formula 
and considering improvements and revisions to the various RBC blanks to 1) conform the RBC blanks to changes 
made in other areas of the NAIC to promote uniformity (when it is determined to be necessary); and 2) oversee 
the development of additional reporting formats within the existing RBC blanks as needs are identified. 

 

17. The CADTF and its RBC working groups will monitor and evaluate changes to the annual financial statement 
blanks and the Purposes and Procedure Manual of the NAIC Investment Analysis Office to determine if assets or, 
specifically, investments evaluated by the NAIC Securities Valuation Office are relevant to the RBC formula in 
determining the threshold capital and surplus for all insurance companies or whether reporting available to the 
regulator is a more appropriate means to addressing the risk. The CADTF will consider different methods of 
determining whether a particular risk should be added as a new risk to be studied and selected for a change to 
the applicable RBC formula, but due consideration will be given to the materiality of the risk to the industry, as 
well as the very specific purpose of the RBC formulas to develop regulatory threshold capital levels.  

 

E. Limited use of Risk-Based Capital 
 

18. Use of RBC is limited to identifying potentially weakly capitalized companies to facilitate regulatory action and 
oversight. Any other application of RBC would be inappropriate to the detriment of policyholders, companies, 
and investors. While RBC may be used in other components of the regulatory framework, such uses should be in 
the context of identifying potentially weakly capitalized companies. For example, statutory accounting may 
leverage RBC in determining the admissibility of certain types of assets, when the benefits of those assets may 
not be readily available to the policyholders of a troubled company.  

 

19.  RBC does not provide a complete, clear, or meaningful ranking of insurers. For example, an insurer voluntarily 
strengthening assumptions used for reserving would generally reduce an insurer's RBC ratio but does not indicate 
a weaker position than a similarly situated insurer who did not elect to strengthen assumptions used for 
reserving.  Regulators are able to consider a complete picture of the insurer's financial situation to appropriately 
follow up on RBC action levels.  Using RBC beyond its intended purpose could create perverse incentives for 
companies that are not at risk of triggering an action level. 

 

20. RBC requirements for particular risk categories were developed based on specific regulatory guidelines and 
following agreed upon procedures and methodologies.  The RBC requirements were developed with regulatory 
needs in mind.  They were not developed or intended for any other use. As such, except where prescribed, RBC 
requirements would not be appropriate to rely on in other contexts such as reserve setting or risk management 
or evaluating the risk of investments.  While the development of RBC requirements often rely on historical data 
points, the data used extends over a substantial period of years and the actuarial modeling extends out over a 
long time horizon.  They do not reflect risk at any one point in time. Moreover, the granularity of an analysis for 
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 P–4 

RBC purposes likely differs from the granularity appropriate for other applications.  Therefore, RBC requirements 
are not appropriate to evaluate the relative or absolute level of risk outside of the context of a regulatory 
framework for identifying potentially weakly capitalized companies. 

 

21.  Because RBC is a broad tool to facilitate regulatory oversight, an insurer’s RBC can fluctuate without indicating a 
corresponding change in the insurer’s financial strength. 
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MarianaGomez-Vock@acli.com
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Chief Life Actuary 
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Colin Masterson 

Policy Analyst 
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ColinMasterson@acli.com

May 30, 2024 

Tom Botsko 

Chair, NAIC Capital Adequacy (E) Task Force (CADTF) 

Re: 2024-16-CA (Provide Edits to the RBC Preamble) 

Dear Chair Botsko,  

The American Council of Life Insurers (ACLI) appreciates the opportunity to provide feedback on 
the CADTF exposure of 2024-16-CA which aims to provide edits to the RBC Preamble to clarify 
that a company’s RBC and adjusted reports should not be used to rank insurers.  

ACLI supports regulators’ ability to maintain RBC as a tool to identify potentially weakly capitalized 
companies and facilitate regulatory actions that ensure companies make good on their promises to 
policyholders, and we are committed to working constructively with regulators on this effort. 
However, regarding the current exposure, we request a delay in proceeding so that stakeholders 
may properly consider all key issues and potential unintended consequences. Delaying 
consideration of the RBC Preamble changes would provide industry and regulators with more time 
to craft appropriate updates that both address concerns around the public usage of RBC and 
harmonize with other ongoing projects at the NAIC.  

The uses of insurance capital have evolved considerably since the original adoption of the NAIC 
Risk-Based Capital (RBC) For Insurers Model Act (#312, hereafter “Model Act”). For example, the 
ability of companies to share their RBC ratio in public forums has significantly strengthened public 
perceptions of the U.S. state-based regulatory system of insurance companies, e.g., during and 
after the financial crisis of 2008 and 2009. Further, other regulatory regimes have required 
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disclosure of information of company capital positions that highlight the importance of RBC 
transparency, including: 

• GAAP Accounting Standard ASC 944-505-50-1, which states: “Insurance entities shall 
disclose in their financial statements…(t)he amount of statutory capital and surplus 
necessary to satisfy regulatory requirements (based on the entity's current operations) if 
significant in relation to the entity's statutory capital and surplus.” Companies have 
previously received notices from the SEC stating that reporting within the 10-K “above the 
minimum required RBC levels” is not a sufficient statement. 

• Other foreign jurisdictions (e.g., Japan ESR) require some sort of solvency disclosure and 
removing the publication of the RBC ratio would make the U.S. one of the few jurisdictions 
that does not. 

• The Employment Liability Insurance Report requests TAC and ACL information. 

• Insurance Core Principle (ICP) 20.10 of the International Association of Insurance 

Supervisors (IAIS) requires that companies disclose “the capital available to cover 

regulatory capital requirements.” 

 

In addition, this proposed change to the RBC Preamble could lead to a significant lack of 

transparency into an insurer’s financial health for consumers and policyholders. It could complicate 

validation of RBC-related information for rating agencies, investment analysts, and reinsurance and 

other arrangements.  

 

While we strongly urge regulators to delay action in order to conduct further analysis, we believe 

the following edits are, at a minimum, necessary. These edits are included in redlined sections later 

on in this letter. Additional edits may be necessary as industry and regulators learn more about  the 

ramifications of these changes: 

• Paragraph 11: We recommend striking the proposed parenthetic statement which is not 

part of the language in Model Act, which is otherwise quoted. We would also recommend 

adding a paragraph regarding striking a balance on considering the needs of other 

stakeholders including the consumers relying on transparent measures of financial health. 

• Paragraph 14: We recommend replacing “neither useful nor appropriate” with “may not be 

meaningful” as we believe the proposed language calls into question the reliability of RBC, 

contrary to the interests of both regulators and the industry. Additionally, we recommend 

removing the example from this paragraph for the same reason.  

• Paragraph 18: Recommend changing “limited” to “intended”, and striking the second 

sentence of this proposed paragraph, and focus on the affirmative use of the RBC data. 

• Paragraph 20: Recommend striking the third and fourth sentences of this proposed 

paragraph and focus on the affirmative use of the RBC data. 
 
One possible way to address regulator concerns around public disclosure of RBC is to have 
companies include a disclaimer around the intended purpose of RBC data as described in the 
RBC Preamble. We would be happy to work with regulators on the precise wording of such a 
disclaimer. 
 
Lastly, we would caution against any changes to the Annual Statement related to this effort, 
specifically, the Total Adjusted Capital (TAC) and Authorized Control Level (RBC) values in the Five-
Year Historical Data sheet of the Annual Statement. The Model Act specifically allows for this 
disclosure, and we believe retaining these lines is necessary for the above regulatory requirements 
and to maintain appropriate transparency within the RBC framework. Removal of these lines would 
likely increase the use of alternate metrics that estimate financial strength which may introduce 
inconsistencies between entities and inaccuracies due to estimation, neither of which is to the 
benefit of regulators and stakeholders.  
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The following is a redline of the proposed edits (as highlighted in yellow in the exposure) that we 
believe will address our preliminary concerns while providing appropriate clarifications:  
 
Section B 11.  

• Comparison of an insurer’s TAC to any RBC level is a regulatory tool that may indicate the 
need for possible corrective action with respect to the insurer and is not intended or 
appropriate as a means to rank insurers generally. Therefore—except as otherwise required 
under the provisions of Risk-Based Capital (RBC) for Insurers Model Act (#312) or the Risk-
Based Capital (RBC) for Health Organizations Model Act (#315)—the making, publishing, 
disseminating, circulation or placing before the public, or causing, directly or indirectly to be 
made, published, disseminated, circulated or place before the public, in a newspaper, 
magazine or other publication, or in a form of a notice, or in any other way, an 
advertisement, announcement or statement (including but not limited to press releases, 
earnings releases, webcast materials, or any other earnings presentations or webcasts) 
containing an assertion, representation or statement with regard to the RBC levels of any 
insurer or of any component derived in the calculation by any insurer is prohibited. 

 
Because the RBC framework has been developed with certain regulatory needs in mind, 
state regulators have decided keep some elements of the calculation confidential, as well 
as any workout plans for companies that have triggered a regulatory action level. 
Publication of limited RBC disclosures in the Annual Statement accommodates the 
interests of stakeholders that include policyholders, investors, insurers, and other regulatory 
authorities, and strikes an appropriate balance between confidentiality and transparency. 

 
Section D 14.  

• Because the NAIC formula develops threshold levels of capitalization rather than a target 
level, it may not be meaningful is neither useful nor appropriate to use the RBC formula to 
compare the RBC ratio developed by one insurance company to the RBC ratio developed 
by another. Comparisons of amounts that exceed the threshold standards do not provide a 
reliable assessment of their relative financial strength. For example, a company with an 
RBC ratio of 600% is not necessarily financially stronger than a company with an RBC ratio 
of 400%. For this reason, Model #312 and Model #315 prohibit insurance companies, their 
agents and others involved in the business of insurance using the company’s RBC results 
to compare competitors. 

 
Section E 18.  

• Use of RBC is intended limited to identifying potentially weakly capitalized companies to 
facilitate regulatory action and oversight. Any other application of RBC would be 
inappropriate to the detriment of policyholders, companies, and investors. While RBC may 
be used in other components of the regulatory framework, such uses should be in the 
context of identifying potentially weakly capitalized companies. For example, statutory 
accounting may leverage RBC in determining the admissibility of certain types of assets, 
when the benefits of those assets may not be readily available to the policyholders of a 
troubled company. 

 
Section E 20.  

• RBC requirements for particular risk categories were developed based on specific 
regulatory guidelines and following agreed upon procedures and methodologies. The RBC 
requirements were developed with regulatory needs in mind. They were not developed or 
intended for any other use. As such, except where prescribed, RBC requirements would 
not be appropriate to rely on in other contexts such as reserve setting or risk management 
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or evaluating the risk of investments. While the development of RBC requirements often rely 
on historical data points, the data used extends over a substantial period of years and the 
actuarial modeling extends out over a long time horizon. They do not reflect risk at any one 
point in time. Moreover, the granularity of an analysis for RBC purposes likely differs from 
the granularity appropriate for other applications. Therefore, RBC requirements are not 
appropriate to evaluate the relative or absolute level of risk outside of the context of a 
regulatory framework for identifying potentially weakly capitalized companies. 

Thank you once again for the consideration of our comments and we look forward to further 
discussion on this matter at a future session of the Capital Adequacy (E) Task Force.  

Sincerely, 

cc: Eva Yeung, NAIC 
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May 9, 2025 

Mike Yanacheak 

Chair, NAIC Capital Adequacy (E) Task Force (CADTF) 

Tom Botsko, 

Vice Chair, NAIC Capital Adequacy (E) Task Force (CADTF) 

Re: Re-Exposure of Proposal 2024-16-CA (Revised Preamble) 

Dear Chair Yanacheak and Vice Chair Botsko:  

The American Council of Life Insurers (ACLI) appreciates the opportunity to provide additional 
feedback on Proposal 2024-16-CA which aims to revise the Risk-Based Capital (RBC) Preamble 
to clarify that a company’s RBC and adjusted reports should not be used to rank insurers. This 
was an item that we previously commented on in May 2024 and we are grateful for the work of 
regulators and NAIC staff alike in bringing back this issue for further consideration following the 
2025 Spring National Meeting in Indianapolis.  

ACLI supports regulators’ ability to maintain RBC as a tool with which they can identify potentially 
weakly capitalized companies in order to facilitate regulatory actions designed to ensure that 
policyholders will receive their promised benefits. This aligns with a goal of our organization that 
every American have the opportunity to purchase products that provide them guaranteed financial 
security.  

While we appreciate the re-exposure of the proposed Preamble edits from last year, we remain 
concerned with the language as drafted. In accordance with the structure of the document itself, 
we offer the following commentary which elaborates on our general position stated above within 
the context of the included consideration questions:  

1. As it is currently drafted, the proposed edits in Proposal 2024-16-CA do not include any
edits to the 5-year Historical Data page in Annual Statement Blanks. Are there any
comments/objections adopting the proposed edits to preamble “as is”?

• While ACLI is supportive of the NAIC’s treatment of the 5-year Historical Data page in the
Annual Statement Blanks as a separate issue, we do not support adopting the proposal as
it is currently written. The edits do not adequately reflect the uses of insurance capital
which have evolved considerably since the original adoption of the NAIC RBC For Insurers
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Model Act (#312, hereafter “Model Act”). The ability of companies to share their RBC ratio 
in public forums has also significantly strengthened public perceptions of the U.S. state-
based regulatory system of insurance companies, especially during such times as the 2008 
Financial Crisis and the COVID-19 pandemic. Further, different regulatory regimes, rating 
agencies, and other parties have required disclosure of information of company capital 
positions that highlight the importance of RBC transparency, including:  

o GAAP Accounting Standard ASC 944-505-50-1, which states: “Insurance entities
shall disclose in their financial statements…(t)he amount of statutory capital and
surplus necessary to satisfy regulatory requirements (based on the entity's current
operations) if significant in relation to the entity's statutory capital and surplus.”.

o Companies have previously received notices from the SEC stating that reporting
within the 10-K “above the minimum required RBC levels” is not a sufficient
statement.

o Other foreign jurisdictions (e.g., the Canadian Office of the Superintendent of
Financial Institutions, Japan ESR, EU & UK Solvency II, IAIS Insurance Capital
Standard (ICS), Swiss Solvency Test, et. al.) require some sort of solvency
disclosure and removing the publication of the RBC ratio would make the U.S. one
of the few jurisdictions that does not.

o The Employment Liability Insurance Report requests TAC and ACL information.
o The Insurance Core Principle (ICP) 20.10 of the International Association of

Insurance Supervisors (IAIS) requires that companies publicly disclose the capital
available to cover regulatory capital requirements.

o The Moody’s Rating Agency’s RBC roll forward with their variable annuity and
captive survey requests where TAC, CAL and RBC % are shown.

• We also continue to urge the NAIC to adopt the edits suggested in our May 30, 2024 letter

(please see Appendix I). Specifically, these were edits to Preamble Sections B.11., D.14.,

E.18., and E.20.

2. Please provide examples of ways how risk-based capital ratios are used other than the

intended purposes of identifying potentially weakly capitalized companies:

• While it was not feasible during this exposure period to gather information on the life
insurance industry’s uses of RBC ratios, ACLI would like to offer further dialogue with our
members to regulators and NAIC staff for their consideration. Given the diversity of our
companies in terms of size, product mix, and ownership structure, there could be many
different uses of risk-based capital data that are not in conflict with the Model Act or with
the description of RBC in the current version of the Preamble. We believe that specific and
substantive examples of how life companies use RBC information could be incredibly
helpful for all parties involved as we attempt to clarify and strengthen the RBC Preamble
and ACLI would be more than willing to be the forum where such information is
aggregated.

Though we understand regulators’ position that a company’s RBC and adjusted reports should 
not be used to rank insurers generally, for all of the reasons stated above, we suggest not 
adopting the Preamble changes as written and instead suggest the alternatives outlined in our 
previous comment letter which was included as a part of the current exposure.  

If the public disclosure of RBC is a primary concern of regulators, ACLI would also like to reaffirm 
our willingness to work with the Task Force on drafting a potential disclaimer around the intended 
purpose of RBC data, as described in the RBC Preamble, for companies to include when they are 
providing the information in any of the ways described above and elsewhere. 
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Thank you once again for considering our feedback and we look forward to additional conversation 
soon at a session of the Capital Adequacy (E) Task Force.  

Sincerely, 

cc: Eva Yeung, NAIC 
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Appendix 1: 

The following is a redline of the proposed edits (as highlighted in yellow in the exposure) that we 
believe will address our preliminary concerns while providing appropriate clarifications:  

Section B 11. 

• Comparison of an insurer’s TAC to any RBC level is a regulatory tool that may indicate the
need for possible corrective action with respect to the insurer and is not intended or
appropriate as a means to rank insurers generally. Therefore—except as otherwise required
under the provisions of Risk-Based Capital (RBC) for Insurers Model Act (#312) or the Risk-
Based Capital (RBC) for Health Organizations Model Act (#315)—the making, publishing,
disseminating, circulation or placing before the public, or causing, directly or indirectly to be
made, published, disseminated, circulated or place before the public, in a newspaper,
magazine or other publication, or in a form of a notice, or in any other way, an
advertisement, announcement or statement (including but not limited to press releases,
earnings releases, webcast materials, or any other earnings presentations or webcasts) 
containing an assertion, representation or statement with regard to the RBC levels of any 
insurer or of any component derived in the calculation by any insurer is prohibited. 

Because the RBC framework has been developed with certain regulatory needs in mind, 
state regulators have decided keep some elements of the calculation confidential, as well 
as any workout plans for companies that have triggered a regulatory action level. 
Publication of limited RBC disclosures in the Annual Statement accommodates the 
interests of stakeholders that include policyholders, investors, insurers, and other regulatory 
authorities, and strikes an appropriate balance between confidentiality and transparency. 

Section D 14. 

• Because the NAIC formula develops threshold levels of capitalization rather than a target
level, it may not be meaningful is neither useful nor appropriate to use the RBC formula to
compare the RBC ratio developed by one insurance company to the RBC ratio developed
by another. Comparisons of amounts that exceed the threshold standards do not provide a
reliable assessment of their relative financial strength. For example, a company with an
RBC ratio of 600% is not necessarily financially stronger than a company with an RBC ratio 
of 400%. For this reason, Model #312 and Model #315 prohibit insurance companies, their 
agents and others involved in the business of insurance using the company’s RBC results 
to compare competitors. 

Section E 18. 

• Use of RBC is intended limited to identifying potentially weakly capitalized companies to
facilitate regulatory action and oversight. Any other application of RBC would be
inappropriate to the detriment of policyholders, companies, and investors. While RBC may
be used in other components of the regulatory framework, such uses should be in the
context of identifying potentially weakly capitalized companies. For example, statutory
accounting may leverage RBC in determining the admissibility of certain types of assets,
when the benefits of those assets may not be readily available to the policyholders of a
troubled company.

Section E 20. 

• RBC requirements for particular risk categories were developed based on specific
regulatory guidelines and following agreed upon procedures and methodologies. The RBC
requirements were developed with regulatory needs in mind. They were not developed or
intended for any other use. As such, except where prescribed, RBC requirements would 
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not be appropriate to rely on in other contexts such as reserve setting or risk management 
or evaluating the risk of investments. While the development of RBC requirements often rely 
on historical data points, the data used extends over a substantial period of years and the 
actuarial modeling extends out over a long time horizon. They do not reflect risk at any one 
point in time. Moreover, the granularity of an analysis for RBC purposes likely differs from 
the granularity appropriate for other applications. Therefore, RBC requirements are not 
appropriate to evaluate the relative or absolute level of risk outside of the context of a 
regulatory framework for identifying potentially weakly capitalized companies. 
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May 30, 2024 

Judith L. French (Ohio) 
Chair, NAIC Capital Adequacy (E) Task Force (CADTF) 

Doug Ommen (Iowa) 
Vice Chair, NAIC Capital Adequacy (E) Task Force (CADTF) 

Dear Ms. French and Mr. Ommen, 

Aegon Ltd. (“Aegon”) and the Transamerica Companies (“Transamerica”) welcome the opportunity to comment on the 
CADTF exposure of 2024-16-CA. Transamerica represents the U.S. insurance operations of Aegon, whose shares are 
traded on the New York and Euronext (Amsterdam) stock exchanges. 

We understand the proposed preamble changes to be a precursor to the removal of RBC information from the public 
statutory annual statement. We believe that the ramifications of such removal would be significant, and we urge the 
Task Force to defer action on this proposal so that these ramifications can be carefully considered. 

As a public company, it is important for our investors to have accurate information about Aegon’s ability to return 
invested capital. Transamerica’s RBC constrains its generation of free capital, and Transamerica has historically 
generated a significant percentage of Aegon’s free capital. Eliminating RBC transparency would introduce uncertainty 
among investors, making Aegon’s shares less attractive for investment.  

We also fear unintended consequences for the state-based system of regulation. Making RBC confidential would make 
state regulation an outlier and in contravention of international standards. Moreover, proposed preamble language 
that frames RBC as unreliable for well-capitalized companies may be perceived as calling into question its efficacy for 
purposes of regulatory action against weakly capitalized companies.  

In searching the Proceedings of the NAIC, we found no evidence that state regulators ever intended for public RBC 
reporting to be temporary. We do not believe that a decision to reverse a three-decade-old policy decision should be 
taken lightly. We urge regulators to take additional time to consider the full ramifications of this proposal.  

Thank you for considering our feedback. We look forward to further discussions at a future meeting of the Capital 
Adequacy Task Force. 

Sincerely, 

William J. (Bill) Schwegler 
Transamerica 
Senior Director, Financial Policy         
6400 C Street SW       
Cedar Rapids, IA 52499 
Ph: 319-355-2667 
bill.schwegler@transamerica.com 

cc: Kim Cross, Iowa Insurance Division 
Mike Yanacheak, Iowa Insurance Division         
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May 31, 2024 
 
Tom Botsko 
Chair, Capital Adequacy (E) Task Force  
National Association of Insurance Commissioners 
 
Re: Risk-Based Capital Preamble Exposure 
 
Dear Chair Botsko, 
 
On behalf of the Prudential Regulation Committee (the committee) of the American Academy of 
Actuaries,1 I appreciate the opportunity to provide input to the Capital Adequacy Task Force (CADTF) on 
the exposed revisions to the Risk-Based Capital Preamble, 2024-16-CA. The Academy’s mission is to 
serve the public and the U.S. actuarial profession. As part of that mission, the Academy has historically 
closely collaborated with the NAIC and state regulators in updating components of the NAIC’s risk-based 
capital (RBC) framework to maintain it as an appropriate solvency monitoring tool. The committee has 
the following comments regarding the Exposure. 

The Importance of RBC Transparency 

We believe that maintaining public disclosure of the RBC level of individual insurance companies is 
beneficial to policyholders, consumers, and other external stakeholders. While recent discussion at the 
CADTF and the paragraphs added to the Preamble may point to the potential removal of RBC 
disclosures, we emphasize that a transparent basis of evaluating insurance company solvency is essential 
for an insurance regulatory regime. For example, maintaining public disclosure of available and required 
capital is aligned with the globally accepted framework for insurance supervision, as outlined in 
International Association of Insurance Supervisors (IAIS) Insurance Core Principle (ICP) 20.10. 
Disallowing such disclosures of the NAIC’s risk-based capital may imply a distancing from these 
principles for a sound supervisory regime. 

We believe that RBC has served its purpose well in that it has assisted regulators in identifying weakly 
capitalized companies. It has also provided a general and consistent way for other stakeholders to obtain a 
high-level understanding of a company’s solvency position, which promotes public confidence. Removal 
of this important information may lead to the development of alternative metrics of solvency risk 
assessment and public reliance on those metrics, which would be detrimental to the public given the 
effectiveness of RBC. 

The Uses of RBC Information 

We appreciate the edits in the Exposure regarding certain misuses of RBC such as use for ranking 
individual companies or for detailed comparisons. While we recognize that there are instances in which 

 
1 The American Academy of Actuaries is a 20,000-member professional association whose mission is to serve the public and the U.S. actuarial 
profession. For more than 50 years, the Academy has assisted public policymakers on all levels by providing leadership, objective expertise, and 
actuarial advice on risk and financial security issues. The Academy also sets qualification, practice, and professionalism standards for actuaries in 
the United States. 
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public data can be used for purposes that are not appropriate, if the data is valuable for its appropriate 
purposes eliminating it from the public domain may not be the best approach to solving the problem. 

We also note that the Exposure may emphasize some of the misuses of RBC without fully highlighting 
the benefits that RBC has provided to companies, regulators, policyholders, and the industry in general 
for many years. The proposed changes to paragraphs 11 and 14 and the new section E may be interpreted 
by some readers as critical of RBC generally. While we understand the purpose of these paragraphs in 
terms of outlining RBC’s limitations, they may call into question the perceived validity and reliability of 
RBC when it has worked well for its purpose for many years. Therefore, we suggest the CADTF also 
consider potential revisions that reinforce the significant value that RBC has provided to date.   

We agree with the additions made in section E about RBC being developed and calibrated for its primary 
use, the identification of potentially weakly capitalized companies. However, we disagree that any other 
use of RBC is inappropriate, including the use of RBC information outside of specific RBC action levels. 
For example, excess capital above the defined Authorized Control Level RBC provides useful information 
for company management and is regularly used by those focused on financial management and solvency 
risk, including actuaries. Part of sound risk management involves an assessment of Statutory-required and 
available capital levels in baseline and stressed conditions which can inform risk-based decision making. 
In addition, for some companies, RBC can be effective in capturing their risks, and these companies may 
reasonably use RBC as their primary capital management tool. We believe that the language in the 
exposure could better reflect these important company uses of RBC.   

We also observe that RBC is utilized for other regulatory review tools such as ORSA and GCC, so the 
added language in Section E appears inconsistent with this practice of using RBC for broader purposes. 
For GCC specifically, the NAIC’s recent adoption of the excess relative ratio scaling approach indicates 
that capital levels above minimum requirements remain relevant, in this case, for understanding group 
solvency. As such, we believe the sole emphasis on identifying potentially weakly capitalized companies 
may not be appropriate and recommend tempering the language in Section E. 

***** 

If you have any questions or would like to discuss further, please contact Will Behnke, the Academy’s 
Risk Management and Financial Reporting policy analyst, at behnke@actuary.org. 

Sincerely, 

Tricia Matson, MAAA, FSA 
Chairperson, Prudential Regulation Committee 
American Academy of Actuaries 
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PETER GOULD 

P.O. Box 8815     Bloomington, IN  47407-8815 

May 5, 2025 

Capital Adequacy (E) Task Force 
NAIC 

Re:  Risk  Based Capital Proposal 2024-16-CA 
https://content.naic.org/sites/default/files/inline-files/2024-16-CA_0.pdf 

Dear Members of the CATF: 

I am a retiree and annuity contract owner.  I depend on annuities for a considerable portion of my 
retirement income.  I purchased annuities as a source of retirement income I would not outlive - not 
as speculative investments.   

As an annuity owner, the insurer's obligations to me are spelled out in my contracts.  However, there 
are no provisions in my contracts that protect me or provide me with rights to prevent my insurer from 
becoming insolvent or unable to meet their contractual obligations to me.  As a result, consumers like 
me, as well as the insurance professionals who serve them, who ignore the financial stability and 
claims-paying ability of an insurer do so to their own detriment. 

As an annuity owner with skin in the game, I'm uniquely qualified to share my strong opposition to the 
above-referenced proposal.  I'm astounded that a regulator, charged with protecting consumers, 
would even think of suppressing RBC information. 

After carefully studying the proposal and initial comment letters, it's clear to me that: 

1. The change in the preamble is a thinly veiled attempt to remove RBC data from publicly
available annual statutory statements.  This would deprive stakeholders (including consumers,
policy owners, investors, insurance professionals, researchers, journalists, academics and
others) of information that is vital to the selection and monitoring of insurers.

2. Stakeholders have had access to this information for 30+ years.  The information is useful for a
variety of reasons - helping regulators identify weakly capitalized companies, providing
stakeholders a general and consistent way to evaluate an insurer's condition.  There's no
compelling (or minor) reason to change the current policy and hide the information from
stakeholders.

3. Transparency is important in the regulation of insurers and evaluation of their solvency.  This is
made clear in the International Association of Insurance Supervisors (IAIS) Insurance Core
Principle (ICP) 20.10.  In a similar manner, transparency is required under GAAP Accounting
Standard ASC 944-505-50-1, for reporting on a company's 10-K. The proposal would be a
glaring deviation from both US GAAP accounting requirements and from international regulatory
best practices - to the detriment of all stakeholders.
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Rather than work against stakeholders, CATF's energy should be directed toward improved 
consumer protection and greater transparency.  To that end, I propose the following: 

1. Reject proposal 2024-16-CA

2. Improve transparency by adding the statutory statement RBC information to the NAIC website
as part of the Consumer Information Search Financial Overview Report, so that it's easily
searchable and accessible to all stakeholders.

In closing, the rationale for the proposal is severely flawed - it's just an attempt to mask the real 
problem - the toxic mixture of non-existent guardrails and weak enforcement, that would allow a 
company's RBC to go from 600 to negative 20,000 in one year (A-Cap).  If the objective is to bury and 
ignore the problem, simply drop all references to RBC in the Model Code and eliminate the Capital 
Adequacy (E) Task Force. 

Thank you for your consideration of my comments and for the work that you do to protect consumers. 

Yours truly, 

Peter Gould 
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Mike Yanacheak  
Chair, Capital Adequacy (E) Task Force 
National Association of Insurance Commissioners 

Re: Proposal 2024-16-CA (Revised Preamble) 

Dear Chair Yanacheak, 

On behalf of the Risk Management and Financial Reporting Practice Council’s Prudential Regulation 
Committee (the Committee) of the American Academy of Actuaries,1 I appreciate the opportunity to 
provide input to the Capital Adequacy Task Force (CADTF) on the re-exposed revisions to the Risk-
Based Capital Preamble, 2024-16-CA (the Re-exposure). The Academy’s mission is to serve the public 
and the U.S. actuarial profession. As part of that mission, the Academy has historically closely 
collaborated with the NAIC and state regulators in updating components of the NAIC’s risk-based capital 
(RBC) framework to maintain it as an appropriate solvency monitoring tool. The Committee provided 
comments on the initial 2024-16-CA exposure in 2024, and this letter reiterates those comments and 
responds to the additional questions in the Re-exposure.  

The Use of RBC Information 

The Committee appreciates the edits in the Re-exposure regarding certain misuses of RBC, such as use 
for ranking individual companies or for detailed comparisons. While we recognize that there are instances 
in which public data can be used for purposes that are not appropriate, the edits to the Preamble, in our 
view, go too far in critiquing nonregulator use of publicly available RBC information and in critiquing 
any use beyond identifying potentially weakly capitalized companies. 

We understand and agree with the additions made in section E about RBC being developed and calibrated 
for its primary use. However, we disagree with the implication that any nonregulator use of RBC is 
inappropriate, including the use of RBC information outside of specific RBC action levels. For example, 
excess capital above the defined Authorized Control Level RBC provides useful information for company 
management and is regularly used by those focused on financial management and solvency risk, including 
actuaries. Part of sound risk management involves an assessment of statutory-required and available 
capital levels in baseline and stressed conditions which can inform risk-based decision making. In 
addition, some companies can reasonably use RBC as their primary capital management tool to the extent 
that they have performed an analysis and determined that it effectively captures their solvency risks. 
Finally, the public at large may also benefit from understanding to what extent a given company’s 
capitalization exceeds a regulatory action level. 

1 The American Academy of Actuaries is a 20,000-member professional association whose mission is to serve the public and the U.S. actuarial 
profession. For 60 years, the Academy has assisted public policymakers on all levels by providing leadership, objective expertise, and actuarial 
advice on risk and financial security issues. The Academy also sets qualification, practice, and professionalism standards for actuaries in the 
United States. 
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We also observe that RBC is utilized within other regulatory review tools such as Own Risk Solvency 
Assessment (ORSA) and Group Capital Calculation (GCC), and the added language in Section E appears 
inconsistent with this practice of regulators using RBC for broader purposes. For GCC specifically, the 
excess relative ratio scaling approach adopted by the NAIC indicates that capital levels above minimum 
requirements are relevant for understanding group solvency. As such, we believe the emphasis on RBC as 
solely identifying potentially weakly capitalized companies is too narrow, and we recommend tempering 
the language in Section E. 

Question 2 of the Re-exposure requests examples of how RBC ratios are used beyond their primary 
purpose for regulators to identify potentially weakly capitalized companies. As noted earlier, companies 
use RBC ratios in baseline and stressed conditions to inform risk-based decision making, and some 
companies use RBC as their primary capital management tool. From our perspective, these examples are 
reasonable uses of RBC information, and the edits to the preamble could be interpreted to dissuade such 
uses. 

The Benefits of RBC 

We also observe that the proposed edits emphasize some of the misuses of RBC without fully highlighting 
the benefits that RBC has provided to companies, regulators, policyholders, and the industry in general. 
The proposed changes to paragraphs 11 and 14 and the new Section E may be interpreted by some readers 
as critical of RBC generally. While we understand the purpose of these paragraphs in terms of outlining 
RBC’s limitations, they may call into question the perceived validity and reliability of RBC when it has 
worked well for its purpose for many years. 

Question 1 of the Re-exposure asks whether there are any objections to adopting the proposed edits as-is. 
In addition to acknowledging the other valid uses of RBC noted earlier, we suggest the CADTF include in 
Section E (paragraphs 18-21) a presentation that identifies the value that RBC has provided to date 
alongside critiques that have been raised regarding other uses of RBC. For example, the overarching 
statements in paragraphs 18 (e.g., “Any other application of RBC would be inappropriate…”) and 20 
(e.g., “RBC requirements are not appropriate to evaluate the relative or absolute level of risk…”) could be 
replaced by statements that better communicate and/or balance the strength of the RBC framework to 
external stakeholders. 

The Importance of Public RBC Disclosures 

While we understand that the Re-exposure does not include edits to the 5-year Historical Data page in the 
Annual Statement Blanks, the past discussion at the CADTF and the proposed edits to the Preamble could 
be interpreted to advocate for the potential removal of public RBC disclosures. We emphasize that a 
transparent basis of evaluating insurance company solvency is essential for an insurance regulatory 
regime. RBC, in addition to assisting regulators in identifying weakly capitalized companies, has also 
provided a general and consistent way for other stakeholders to obtain a high-level understanding of a 
company’s solvency position, which promotes public confidence in the insurance system in the United 
States. In effect, we believe the public disclosure of the RBC level of individual insurance companies has 
been beneficial to policyholders, consumers, and other external stakeholders. 

 ***** 

If you have any questions or would like to discuss further, please contact Will Behnke, the Academy’s 
Risk Management and Financial Reporting policy project manager, at behnke@actuary.org.  
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Sincerely, 

Dana Hunt MAAA, FSA 

Chairperson, Prudential Regulation Committee 

American Academy of Actuaries 
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Center for Insurance Research 
145 South Main Street. • Haverhill, MA 01835 

May 9, 2025 

Capital Adequacy Task Force 

Commissioner Doug Ommen, Chair 

Director Judith L. French, Vice Chair 

Eva Yeung, NAIC Staff 

NAIC Central Office 

1100 Walnut Street, Suite 1500 

Kansas City, MO 64106-2197 

RE: Comments on Exposure Proposal 2024-16-CA (Revised Preamble) 

Dear Members of the Task Force: 

I am writing to offer my comments on the re-exposed draft of 2024-16-CA 

(Revised Preamble) (dated April 24, 2024).  I am one of the members of the NAIC 

consumer liaison program and the Director of the Center for Insurance Research. 

I also serve on the Consumer Advisory Committee of the Interstate Insurance 

Product Regulation Commission.  The Center for Insurance Research (CIR) is a 

nonprofit, 501(c)(3) public policy and advocacy organization founded in 1991 

that represents consumers on insurance matters nationally. 

I am writing to express my opposition to the Revised Preamble draft to 

the extent it criticizes the public disclosure of Total Adjusted Capital and the 

Authorized Control Level in the Five Year Historical page of the Annual 

Statement Blank.  I believe it is vital to maintain public access to these data 

elements1 to consumers and consumer intermediaries (such as CIR and 

academics who research insurance topics) because: 1) RBC disclosures are an 

important tool for groups like mine, who use these elements for their intended 

purposes; 2) transparency of the summary RBC results is necessary to meet the 

objectives of state insurance regulators, the NAIC and consumer intermediaries 

in maintaining a strong, state-based system of financial oversight; and 3) access 

1 My comments pertain specifically to the summary ACL and TAC data elements 

as they appear in the current Annual Statement Blanks. The calculation of these 

numbers involves confidential, non-public information and CIR does not oppose 

the confidentiality of formula inputs as necessary to protect trade secrets and 

regulatory decision-making.  

Attachment Twelve



Capital Adequacy Task Force 

May 9, 2025 

Page 2 

insuranceresearch@comcast.net 

to summary RBC result data is already established in existing state laws and 

regulations across the country and the contemplated revisions would create gaps 

and/or conflicts with existing statutory law and complicate the freedom of 

information obligations of state insurance departments. 

As a preliminary matter, I wish to express my agreement with the comments 

of the industry interested parties: 

• TransAmerica/Aegon – CIR agrees wholeheartedly that it “is important for

investors to have accurate information” and that “Making RBC

confidential would make state regulation an outlier and in contravention

of international standards.”

• American Academy of Actuaries – CIR fully endorses the Academy’s

statement that “maintaining public disclosure of the RBC level of

individual insurance companies is beneficial to policyholders, consumers,

and other external stakeholders” and that “a transparent basis of

evaluating insurance company solvency is essential for an insurance

regulatory regime” in accordance with global insurance supervision

standards.  CIR also agrees that the Exposure does not full highlight “the

benefits that RBC has provided to companies, regulators, policyholders,

and the industry in general for many years.”

• American Council of Life Insurers – CIR concurs the “ability of companies to

share their RBC ratio in public forums” strengthens public perceptions of

the U.S. state-based insurance regulation system.  ACLI is also correct in

noting that numerous regulatory and statutory standards2 require that

RBC data be disclosed, such as GAAP rules, foreign jurisdiction

requirements for multi-national companies, and IAIS standards.  CIR

further agrees that removing the RBC data elements could “lead to a

significant lack of transparency into an insurer’s financial health for

2 As the ACLI notes, disclosure is expressly contemplated by the NAIC Model 

Act – which has been enacted as statutory law in many jurisdictions and 

removing the disclosure from Annual Statements could lead to serious conflict of 

laws issues and result in public records law violations for insurance departments 

as discussed further below. 
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consumers and policyholders.” Furthermore, ACLI is correct in noting 

that removing the reported data elements would just result in the use of 

alternate metrics – ones that are not subject to the design and oversight of 

state insurance regulators – which would not be available to consumers, 

consumer intermediaries and academics due to prohibitive costs.3 

1) RBC disclosures are an important tool for consumers and consumer intermediaries.

While concern about the potential mis-use of RBC data elements is 

understandable, it does not justify concealing summary RBC data elements from 

members of the public.  As acknowledged in the Exposure itself, there are 

already existing prohibitions on the mis-use of reported RBC data elements 

contained in the NAIC Model Risk-Based Capital Acts (Model Acts no. 312 and 

315) that expressly prohibit “the making, publishing, disseminating, circulation

or placing before the public, … an advertisement, announcement or statement …

containing an assertion, representation or statement with regard to the RBC

levels of any insurer or of any component.”  These prohibitions have been

enacted as statutory law in jurisdictions across the country, so current state laws

expressly allow for the disclosure of certain RBC data elements and provide

regulators with the authority to curb abuse.

CIR has never used the RBC data elements reported in statutory annual 

statements to “rank” insurers or to develop financial strength comparisons for 

use by consumers. Nor is CIR aware of any other consumer group that has used 

RBC data elements for these purposes. 

3 For example, the A.M. Best Company calculates its own financial solvency score 

(as do other rating agencies) called BCAR.  Based on our review, BCAR seems to 

produce similar results as the RBC calculation, but is instead a proprietary 

method owned by a private company that charges tens of thousands of dollars 

for access to its data.  While an expense of that magnitude may be acceptable to 

corporations (though ultimately paid by policyholder premiums), it is beyond 

the means of individual consumers, academics and consumer groups.  Thus, 

removing RBC summary results from the annual statement blank will prevent 

transparency to policyholders and consumers who lack the resources to pay 

exorbitant sums to private data providers. 
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I can state that RBC data elements – and particularly those reported on the 

5 Year Historical Page – have been vital in reviewing proposed corporate 

transactions such as mutual to stock conversions, mergers and acquisitions that 

impact insurance policyholders.  CIR has acquired a certain level of expertise in 

evaluating corporate reorganizations and how they might impact insurance 

policyholders through our work on demutualizations and other transactions.  As 

such, we are often consulted by other non-profits across the country about 

reviewing proposed reorganizations including mergers, MHC reorganizations, 

mutual to stock conversions, and the acquisition and/or conversion of non-profit 

health plans (like Blue Cross and Blue Shield plans).  Typically, in seeking 

policyholder approval (and/or customer disclosures distributed to explain the 

nature of the transaction), a reorganizing company will provide numerous 

rationales for proposed changes in their corporate or financial structure.  Often 

this includes statements regarding the need for additional capital or financial 

flexibility because of potential market pressures on current capital resources.  In 

order for policyholders to fairly evaluate these potential benefits (just as 

investors are entitled to financial transparency as noted by the industry 

commentators), they must be able review the basic financial data – and the Five 

Year Historical page of the Annual Statement and the existing RBC disclosures in 

particular are a valuable resource.  By consulting the Five Year Historical exhibit, 

consumers and consumer intermediaries like myself can get a five year snapshot 

of the finances of a company.  The RBC elements are not being used to compare 

one company to another, or rank different companies, but instead to monitor and 

review the trends of a single company which the consumer does business with.  

If the Five Year Historical exhibit shows a trend in the RBC calculations, it 

informs consumers that capital flexibility might in fact be an important issue in 

support of a corporate transaction – but if it does not then policyholders can 

learn that it is a potential benefit of a transaction, but not the most immediately 

impactful aspect of a reorganization.  This is clearly an appropriate use of 

summary RBC data elements.  Consumers should not be left in the dark about 

the finances of companies that they rely upon to protect their property and loved 

ones, particularly in light of the fact that an insurance contract can be a decades 

long commitment between a policyholder and their insurance carrier. 
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2) Transparency of RBC results is necessary to maintain a strong, state-based system of

financial oversight as acknowledged by the NAIC.

The NAIC and state regulators have made RBC the centerpiece of the 

modern state-based financial regulation system.  RBC is a crucial component of 

the Group Capital Calculation (GCC) developed by insurance regulators to 

provide a state-focused method of solvency regulation comparable to solvency 

regulation systems in other jurisdictions – particularly the the IAIS.  This permits 

industry to operate world-wide without becoming subject to duplicative and 

unnecessary levels of financial regulation.  With the RBC being so vital to the 

state-based financial solvency system, it is inappropriate (especially in the 

modern data age) to withhold summary RBC results from the public. 

The importance of demonstrating and explaining the RBC system to the 

public to build confidence in the state based financial regulation system has been 

recently acknowledged by the NAIC.  In February, the Executive Committee 

created a new task force directly under EX to further enhance and develop the 

RBC system – the Risk-Based Capital Model Governance (EX) Task Force.  On 

February 9, 2025, the RBC Capital Model Governance Task Force released a 

memorandum detailing its duties which noted (in relevant part): 

• “… as the insurance market has become more global and large insurers

have become internationally active, there has been an increase in the need

for global insurance supervisors to understand differences across

regulatory jurisdictions to effectively supervise these groups. Through

these collaborative efforts, U.S. regulators and NAIC staff continue to

engage with international stakeholders in efforts to improve

understanding and knowledge of the U.S. state-based regulatory system,

including the role of RBC. In short, this initiative will not only serve as an

opportunity for an update to RBC governance; it is also an opportunity to

define and communicate the strengths of the RBC framework to a global

audience.”

• “Oversee the development of an education and public messaging

campaign to highlight the benefits and strengths of the RBC framework as

an important part of the U.S. state-based insurance regulatory system.”
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See NAIC Memorandum Re: Risk-Based Capital Model Governance (EX) Task 

Force (February 9, 2025) (https://content.naic.org/sites/default/files/inline-

files/2025%20Task%20Force%20Memo.pdf) (emphasis added).  This public 

messaging and education about RBC and the state-based insurance regulation 

system was also acknowledged in a press release issued by the NAIC and newly 

formed Task Force later in February about the charges of the Task Force: 

• The Task Force will “design a communication campaign highlighting the

RBC formulas’ strengths in the U.S. state-based system of financial

regulation and solvency oversight.”

• Wisconsin Insurance Commissioner Nathan Houdek was quoted: “The

new RBC Task Force will not only serve as an opportunity for state

regulators to enhance RBC; it is also an opportunity to reinforce the global

competitiveness of the U.S. RBC framework as we educate international

stakeholders on these guidance updates.” 

• “Oversee the development of an education and public messaging

campaign to highlight the benefits and strengths of the RBC framework as

an important part of the U.S. state-based insurance regulatory system.”

See NAIC Executive Committee Launches Risk Based Capital Task Force to 

Improve Governance NAIC News Release (Feb. 20, 2025) 

(https://content.naic.org/article/naic-executive-committee-launches-risk-based-

capital-task-force-improve-governance) (emphasis added). 

Given the importance of the RBC to determination of the GCC and its 

importance in establishing the ability of the state-based regulatory system to be 

accepted internationally (so that U.S. based insurers can operate world-wide), 

and the fact that the Executive Committee of the NAIC has recently formed a 

new task force expressly charged with developing a public messaging and 

education system around the use of RBC as the cornerstone of the U.S. state-

based financial regulation system, it would be counter-productive for the Capital 

Adequacy Task Force to recommend removing summary RBC data elements 

from the annual statement blanks. 

If the Task Force has not done so already, any decision on this matter 

should be delayed pending a potential referral to the new RBC Capital Model 

Governance (EX) Task Force to ensure such a change would not be undermining 
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the work of the newly formed Capital Model Governance Task Force.  If the 

Executive Committee has determined that public messaging and education about 

the RBC system are necessary for the continuation of the state-based regulatory 

system, then this Task Force should not be removing RBC information from the 

public purview. 

3) Removing summary RBC data element disclosures is contrary to existing state

statutes and could create gaps and/or conflicts that could create unnecessary FOIA

compliance work and potential FOIA liability for insurance departments.

As ACLI has noted, the NAIC Model Acts governing RBC (which have 

been enacted as statutes in accredited states) expressly contemplate public 

disclosure of summary RBC data elements and rather prohibit misuse of RBC 

numbers to promote insurers or other communications.  This is the law of the 

land in virtually every jurisdiction, and removing RBC data elements from the 

annual statement blanks will not alter the laws of each individual state (nor 

could it), but rather only make it more difficult for insurance departments to 

comply with open records laws in their states. 

In the current environment, a consumer or consumer intermediary need 

only consult an annual statement to find the summary RBC data elements, many 

of which are easily accessible through company or department websites without 

the need to engage in the time-consuming process of submitting a FOIA and 

spending department resources in responding to information requests.  

However, if the summary RBC data elements are stripped from the annual 

statement, organizations like mine will be forced to submit more frequent FOIA 

requests to departments.  Altering the Preamble also creates the specter of a 

conflict of laws.  If the Preamble suggests that summary RBC data elements are 

non-public, but state law provides they are appropriate for public disclosure (so 

long as they are not mis-used), then insurance department staff may be placed n 

the difficult position of choosing which to comply with.  And violation of public 

information laws can have serious consequences for state agencies.  Public 

records laws in many jurisdictions convey strict fines and penalties for non-

compliant agencies.  There is no need to create this sort of confusion or exposure 

risk for state insurance departments when it is established law that there are 

valid uses of summary RBC data elements and when it would undermine the 

stated goals of the Executive Committee to make the RBC system understood 

and accepted in the global marketplace. 
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For foregoing reasons, I recommend this Task Force reject the proposed 

revisions to the Preamble that suggest or imply the summary RBC data elements 

are non-public and should be removed from the annual statement blanks. 

Thank you for the consideration of these comments. 

Sincerely, 

/s/ 

Brendan Bridgeland 

Director 

insuranceresearch@comcast.net 
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RBC Purposes and Guidelines Ad Hoc 
Sept. 19, 2023 

Participating in the call were: Tom Botsko (OH), Steve Broadie (American Property Casualty Insurance 
Association—APCIA), Crystal Brown (NAIC), Maggie Chang (NAIC), Kevin Clark (IA), Steve Drutz (WA), 
Rachel Hemphill (TX), Matthew Richard (TX), Todd Sells (NAIC), Ed Toy (Risk & Regulatory Consulting), Eva 
Yeung (NAIC), and Ali Zaker-Shahrak (CA). 

Hemphill said that at a high level, the intent of the meeting is to look at the risk-based capital (RBC) 
preamble and reiterate the purpose of RBC. She said in previous RBC calls, it’s been noted that there could 
be a conflict in maintaining RBC for regulatory use versus structuring it for non-regulatory purposes. 
Hemphill said there was an initial review of the preamble to see how it was drafted and where emphasis 
was placed. Section B reiterated that the purpose of RBC is to identify potentially weakly capitalized 
companies and facilitate regulatory actions that ensure insurers can meet their obligations.  

Botsko asked if the first sentence in Section B could be all caps and bold. Hemphill said that this is an 
example of what the group is considering, as there are pieces of the preamble that are being ignored, and 
she wants to call them out. She suggested merging the first and second sentences in Section B.9 and 
bolding them to emphasize the purpose of RBC. Richard and Broadie suggested additional modifications 
to the first two sentences which further clarify the regulatory aspect of RBC.   

Hemphill emphasized that repeating the purpose of RBC throughout the document should be a strong 
consideration, as well as reiterating in Section B.10 that RBC reports and adjusted reports are provided 
solely for commissioner use. She said that improving the language to make it stronger and clearer would 
be beneficial. Hemphill noted that the group may want to further clarify the language in Section B.11 and 
emphasize that RBC is not intended to rank insurers and mention the problems associated with ranking 
insurers by RBC. Hemphill said in Section D.13, where it said no single formula is right, that means that 
RBC is not perfect, and the group is not trying to make it perfect. She suggested trying to tie this sentiment 
to the purpose.  

Hemphill summarized Section E—Limited Use of Risk-Based Capital (Attachment). The section reiterates 
how RBC should be used, which is to identify “potentially weakly capitalized companies to facilitate 
regulatory oversight,” and she said that another use of RBC would not be appropriate. RBC is not intended 
to rank insurers, as it would not give a clear or meaningful ranking of insurers. She said an example would 
be an RBC change that would not correspond to a meaningful interpretation of the RBC level and the 
financial strength. There could be two completely analogously situated insurers, where one voluntarily 
chose to strengthen assumptions for reserving, and the other did not. The RBC ratio would generally be 
reduced for the insurer that had taken the prudent action of strengthening their assumptions without it 
impacting their financial situation.  

Hemphill said regulators are considering a more complete picture of what is going on for an insurer to 
appropriately follow up on RBC action levels. She said a concern with using RBC beyond its intended 
purpose would create perverse incentives for companies that are not actually at risk of triggering an action 
level but because of the perception that might get used as more of a ranking tool, the company manages 
their RBC level rather than their business. She said because RBC is a broad tool to facilitate regulatory 
oversight. RBC can fluctuate without a corresponding change in the insurer's financial strength. Therefore, 
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the group should not attempt to parse granular RBC differences and, instead, should consider RBC as 
having specific thresholds and action levels. 

Toy said the changes being discussed are related to the RBC ratio and action levels and how they should 
be appropriately or not appropriately used. He said that the individual components, such as the RBC 
factors, are not meant to suggest that it is a measure of capital risk in the near term. Hemphill agreed and 
said that something should be added to the preamble on the components of RBC, as well. She said she 
has seen reviews of reserve setting where companies were relying on an RBC factor to develop an 
assumption and said that she is concerned about having too large of an approximation for a specific 
purpose. 

Broadie thinks the group should not extensively include how RBC is a blunt tool instrument because the 
International Association of Insurance Supervisors (IAIS) is assessing whether the aggregation method is 
comparable with its insurance comparable standard, as the U.S. is largely based on RBC. He said the group 
strongly wants this assessment to be completed and, again, cautioned on referencing RBC as a blunt tool 
instrument. Hemphill said that RBC is not tailored to an individual company and its specific risks. 
Organizations will always need a company-specific review and assessment to understand their risk profile. 
RBC isn't designed for every situation, and it's not expected that any international standard would be 
either. Clark said that regulators assess RBC on where the company stands relative to trigger level, which 
is consistent with typical regulatory practice.  

Zaker-Shahrak asked what the RBC ratio should convey once it’s calculated. Hemphill reiterated that RBC 
is a tool used to identify potentially weakly capitalized companies, and companies must still evaluate their 
businesses on an individual basis, and they should not take the RBC level as the definitive stay on a 
company, as RBC could evolve over time. However, RBC is still a useful tool. Zaker-Shahrak asked how 
useful RBC is and if the group can identify what it covers. He asked specifically what one could conclude 
from a company whose RBC ratio is 300%. Brown said that prior to the implementation of RBC, there were 
fixed minimum capital and surplus requirements, and some states still have these requirements. However, 
states have different requirements, and these can vary among lines of business. She said that RBC was 
designed to give regulators and commissioners the authority to act through the Risk-Based Capital (RBC) 
Model Act (#312). If a company goes below 200%, the commissioner has the authority to act because the 
company has triggered an action level. Brown said that RBC was not designed to be used as a stand-alone 
tool. Brown said RBC is one tool in the regulatory toolbox and gives regulators the ability to act.  

Clark said that if he saw a company with a 250% RBC ratio, without any other context, it wouldn’t provide 
much information because RBC alone doesn’t reveal much. Hemphill reiterated that RBC is useful, but it’s 
not a complete picture. Brown said that if a regulator does see a 250% RBC ratio, they may look further at 
the individual components to identify the biggest driver of the authorized control level change or if there 
was a significant change in total adjusted capital, which could show what may require further 
investigation.  

Zaker-Shahrak said the RBC ratio is not meaningful because of how it was calculated. Richard said that it 
is a rule of thumb, and it has not been calibrated based on a one- and 200-year scenario. RBC is not a risk 
measure, but it is a rule of thumb that regulators use to identify companies that require further 
investigation. Toy said he did not want to underplay the value of RBC, as it is a very important regulatory 
tool, but it cannot be used on its own. He said there are other factors that explain the RBC ratio, and 
regulators have steps in place for when they see an RBC ratio at a certain level or trending in a particular 
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direction, that is what the ratio was designed for. He said RBC is basically a tripwire mechanism, notifying 
regulators as to when they should be concerned and consider taking regulatory action. When RBC is at an 
extreme level, regulators are required to act, and then they should look at what is driving the RBC ratio—
is it because of excessive investment risk, operational risk, or is there a liabilities issue? Toy said RBC is a 
vital regulatory tool, but it is one of many and is meant to warn regulators to potentially take certain 
actions. Hemphill agreed and said that the distinction the group is trying to make is that RBC is vital and 
useful, but it is something that prompts action and is not a conclusion. The group’s concern is that is not 
how RBC is being used and its being taken as something that on its own you make a summary conclusion 
based.  

Broadie said that historically, RBC was the first risk-sensitive capital measure developed in the regulatory 
community around the world. It was developed in response to a time when companies were experiencing 
significant insolvency, and this was a tool developed to prevent this. Broadie asked where the ranking 
issue is being seen. He said he was not aware of it on the property/casualty insurance sector but noted 
that it has been a concern. Botsko said that investment companies are saying that they cannot sell their 
products because it has a negative impact on their RBC. Toy said that this highlights some investment 
issues such as labeling investments to achieve a specific RBC charge, which is not the point of statutory 
accounting or RBC. A company should be investing based on the risk. Hemphill emphasized that the real 
concern is taking actions that are not prudent in a broader business sense to specifically manage RBC 
when it's not to avoid an action level.  

Hemphill said there are several options for the group to clarify the purpose: 1) edit the preamble; 2) 
develop FAQs; 3) add guidance to the handbooks; 4) create a one-page purpose; and 5) potentially 
removing total adjusted capital (TAC) and authorized control level (ACL) in the annual statement. She also 
discussed where to post the information. Botsko said that removing TAC and ACL has been brought up in 
prior years, and there has been significant pressure to keep it on the five-year history page. He said when 
he reads the preamble, it basically says it should not be publicly available. Clark said he supports the effort 
but is skeptical that any significant change will happen unless the ratio becomes completely non-public. 
He said insurance companies are already aware of the purpose of RBC, and that purpose is clearly stated 
in the preamble, but companies still use it as a financial statement metric. Hemphill agreed and said it is 
still worthwhile to explore more significant steps such as modifying the public aspects of the annual 
statement. Richard said that despite regulators’ best efforts, if a company still finds it useful to provide 
this information to investors, they may still provide this information even if it‘s not the correct way to use 
it. Chang asked if there was a consequence for a company using the RBC ratio outside of its intended 
purpose. Brown said that Section 8 of the Model #312 specifies that RBC is confidential, and it shouldn’t 
be used or disseminated anywhere. RBC is a regulator-only tool to be used by the commissioner. Chang 
said what if there were guardrails for RBCs over 300%, and they could have different accounting 
treatment. She asked if that would indirectly disclose the RBC ratio or if it has to be very specific 
information that discloses the ratio. Brown said it was her understanding that it is the ratio and the 
completed RBC filing that is confidential because TAC and ACL are part of the five-year historical page. She 
said the reason TAC and ACL was included was for transparency but also confidentiality. She said it was 
not clear if there was consideration to remove those amounts after a few years. 

Drutz said he concurs with the group that changing the wording may not make a difference, but he did 
think that changing the preamble is important. He also said he thought removing TAC and ACL from the 
five-year historical page would be good because if Model #312 says it is a regulatory tool, providing it to 
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the public doesn’t make sense, as it then is used as a comparison tool. Drutz said he has heard from 
companies that rating agencies want the company’s RBC ratio at a certain level for a certain rating. Toy 
said he has had several conversations with different rating agencies on that point, and they say that is an 
interesting area of miscommunication, because the rating agencies do not put that much emphasis on the 
NAIC RBC ratio because they have their own capital models. The only time they focus on the NAIC RBC 
ratio is when it’s close to an action level, and there’s potential that a regulator could act. He said it is not 
because the ratio is low but because of the potential that a regulator could act.  

Sells said that when developing RBC, the intent was for it to be confidential. Toward the end of its 
development, right before it was adopted, there were arguments for result indicators. He said at the last 
minute, even though the entire filing was to be confidential, because of the politics at the time and 
arguments from the industry, they agreed to make TAC and ACL public so that the TAC could be compared 
to the ACL. He said that you can figure out the other levels from that one level. He said there was 
conversation about not including a calculation of a ratio, but the discussion was mainly about comparing 
TAC to ACL, and how a percentage calculation is not done. He said there was concern that if a calculated 
ratio was published, it would be easier for people to use that ratio as a ranking mechanism or for 
comparison rather than just using TAC and ACL. He said that because RBC is a regulatory requirement, 
and if a company is weakly capitalized, that is an indicator people should know, which is why it was 
included in the five-year historical page. Yeung said that the TAC and ACL was placed in the five-year 
historical page because of the potentially weakly capitalized companies; however, over 98% of companies 
are above a 200% RBC ratio. She asked if those companies should also be disclosed. Sells said that scenario 
was not contemplated, and he has had to explain that an RBC ratio cannot be used to indicate that one 
company is better than another company in terms of risk. RBC was designed to identify potentially weakly 
capitalized companies only, not to rank companies when they are over target levels. 

Hemphill said there may be a second phase to see if there is anything the group can do better for the RBC 
metrics.  
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Risk-Based Capital Purposes & Guidelines Ad Hoc Subgroup 

Oct 10, 2023 

Participating in the meeting were: Ali Zaker-Shahrak (CA), Wanchin Chou (CT), Kevin Clark (IA), Rachel 
Hemphill and Matt Richard (TX), Ray Nelson (America’s Health Insurance Plans—AHIP), Rebecca Freitag 
(Merlinos & Associates), Jim Braue (UnitedHealth Group—UHG), Crystal Brown (NAIC), Maggie Chang 
(NAIC), and Eva Yeung (NAIC). 

Hemphill said that she discussed the preamble with Ed Toy (Risk & Regulatory Consulting), and there are 
more edits, and the purpose of this meeting is a continuation of last month’s meeting to walk through the 
proposed edits. According to Hemphill, the edits are to re-emphasize certain pre-existing concepts in the 
preamble, e.g., purpose of risk-based capital (RBC). Hemphill introduced some strengthening language in 
paragraph 14 to illustrate the point that comparisons of amounts exceeding the threshold standards do 
not provide a reliable assessment of their relative financial strength. She proposed that this sentence be 
added to the preamble: “A Company with an RBC ratio of 600% is not necessarily financially stronger than 
a company with an RBC ratio of 400%.” 

The most substantial change proposed is Section F—Limited Use of Risk-Based Capital. Paragraph 22 was 
drafted with Toy’s input, and it emphasizes that just like RBC ratios, RBC factors should not be used out 
of context of the RBC framework. RBC factors are not appropriate to evaluate the relative risk of 
investments outside of the RBC framework. Hemphill inquired whether paragraph 22 should be made 
broader in scope to cover not just assets (investments) but also non-assets elements. She also asked the 
member for feedback on any other edits that should be made.  

Hemphill said she envisions that the next step would include drafting a one-pager, FAQs, or another similar 
document to supplement the current publications, which Brown seconded. Zaker-Shahrak inquired 
whether there is a clear statement that spells out the purpose of RBC. Hemphill responded that Section B 
of the preamble describes “Purpose of Risk-Based Capital” to define action levels. Zaker-Shahrak also 
challenged the addition of “A Company with an RBC ratio of 600% is not necessarily financially stronger 
than a company with an RBC ratio of 400%.”  

Hemphill said the statement is true, and there was an example (in paragraph 19 regarding reserving 
practices) added to illustrate this point, but she was open to expand on examples. Clark pointed out some 
ancillary uses of RBC ratios. For example, in statutory accounting guidance, admittance of goodwill and 
deferred taxes are predicated on RBC levels of the insurers, and reserving also hinges on RBC. Clark 
wondered whether these uses would be perceived as “violations” of RBC purposes. Hemphill said she did 
not believe so. She said those ancillary uses, including the current interim guidance of negative interest 
maintenance reserve (IMR) admittance, are consistent with the purposes of RBC, which is to aid 
identification of potentially weekly capitalized companies. Both agreed that edits to the preamble are 
warranted to acknowledge these ancillary uses. 

Brown drew a parallel between the use of RBC as a guardrail for the admittance of “soft” assets and the 
practice of trending RBC ratios. Both are preventative and conducted prior to solvency issues surfacing. 
Hemphill wondered whether the recommendation to remove asset concentration limits (ACL) and total 
adjusted capital (TAC) from the five-year historical page would hinder the trending analysis. Brown 
confirmed that trending can still be performed using profiles and financial accounting standards (FAS) 
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tools, which are the preferrable sources of data for trending. (For instance, insurers who updated their 
RBC filing might not necessarily update TAC and ACL in their annual statements’ five-year historical page.)  

Hemphill discussed two instances in the valuation manuals (e.g., VM-20 and VM-21) that reference RBC 
that she would propose to remove. These removals will help align with the purposes of RBC discussed so 
far.  

Freitag said she views TAC and ACL in the five-year historical page as valuable resources in her role as an 
appointed actuary and examining actuary. She elaborated that as an appointed actuary, when she is 
evaluating material adverse deviation to reserves, it is crucial for her to evaluate how a change in liability 
by a certain amount would trigger what kind of change in RBC. She acknowledged that she can access RBC 
information and asked if it should be kept confidential and removed from annual statements. She said she 
finds the current five-year historical disclosure a convenient way to look up RBC information for prior 
years. As an examining actuary, RBC is one of the key metrics for planning the exam. She used an example 
of a company that had an RBC ratio on the verge of action level (e.g., 220%). This RBC ratio would suggest 
the company has heightened incentive to understate reserves, and this expectation would guide her 
examination effort. However, she agreed with the discussion within the call that an RBC ratio of 400% 
versus 600% may not have any meaningful indication of the insurers’ relative strength.  

Hemphill said she appreciated the feedback and said that maybe the pass/fail indicator is not sufficient 
enough. In Freitag’s example, she would need information more than pass/fail. Chou appreciated the 
importance of the TAC and ACL information during the financial exam and financial analysis. He said 
another important use is the trending aspect. Significant changes in an RBC ratio year over year can 
provide an early warning signal. Zaker-Shahrak inquired about the company action levels. Brown walked 
through the various action levels: 

Company Action Level (CAL): When an RBC ratio is between 150% and 200%, CAL is triggered and 
according to the Risk-Based Capital (RBC) Model Act (Model #312), the insurer needs to file an RBC 
plan with its state insurance commissioner. 

Regulatory Action Level (RAC): When an RBC ratio is between 100% and 150%, RAC is triggered. 

Authorized Control Level: When an RBC ratio is between 70% and 100%, authorized control level is 
triggered. Once this happens, besides the need to file an RBC plan and to perform an exam/analysis, 
the state insurance commissioner is authorized to take regulatory control of the insurance company, 
if deemed to be in the best interests of the policyholders and creditors. 

Mandatory Control Level (MCL): When an RBC ratio is 70% or below, MCL is triggered, and the state 
insurance commissioner is required to take regulatory control of the company. 

Zaker-Shahrak said that one cannot use ratios alone to judge or rank insurance companies. Brown 
described her prior experience on the NAIC financial analysis team and said that her reviews included facts 
and circumstances and did not use RBC ratios alone.  

Hemphill mentioned that Tom Botsko’s (OH) intern is working on a project to see if information in RBC 
filings is useful in predicting insolvency. However, the project is still in its early stages, and there are no 
reportable items just yet. However, Hemphill asked the members if there are any aspects or components 
of the RBC filings that serve well to predict insolvency. Chou and Brown discussed the workstream at the 
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Health Risk-Based Capital (E) Working Group, which is looking into excessive growth charge. Brown 
acknowledged that RBC components alone are not enough to shed light on risk, and the Working Group 
has been analyzing annual statement data as well. The group said that there is need to review Own Risk 
and Solvency Assessment (ORSA) filings as well. Hemphill said that in conclusion, the use of RBC 
components alone to pinpoint excessive growth risk is not sufficient. 

Hemphill and Brown asked the group members to perform a detailed review of the proposed revisions to 
preamble and provide feedback prior to next meeting. 

Hemphill said she also reviewed the Framework for Regulation of Insurer Investment, which is a holistic 
review document exposed by the Financial Condition (E) Committee. She attempted to evaluate if there 
are any inconsistencies between the proposed framework and the proposed changes to the preamble. 
She discerned no inconsistencies but asked for feedback from the members. Brown announced that 
comments to the framework have just been posted and asked members to review both the framework 
and the comment letters. Clark said he is closely involved in the framework, and his personal view is that 
there is no contradiction between the framework and the discussions within this Ad Hoc Subgroup. 
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RBC Purposes and Guidelines Ad Hoc  

December 12, 2023 

Hemphill kicked off the meeting and stated that the purpose of the meeting is to discuss comments 
received on the proposed edits to preamble (as discussed in Oct 2023 meeting). Brown summarized the 
comments in Attachment I (also incorporated herein) and was invited to verbally walk through the 
comments received.  

Brown responded to Freitag’s question below and Brown said she will need to investigate more but her 
initial reaction was that since companies at mandatory control level (MCL) are meant to be taken over by 
state and therefore appear to be the reason why MCL is not included in paragraph C.12. 

Paragraph C.12 – it seems that all RBC levels are noted except for the Mandatory Control Level.  Was that 
intentional?  

Brown said the comments received are incorporated into the revised draft preamble, to the extent 
possible. (Attachment II) 

Hemphill gave members opportunities to speak to their comments.  

(Paragraph 11) Broadie said ACPI’s comment was contributed by a member of ACPI. Hemphill noted that 
the edit was not meant to be limiting and thought it was a good edit. Botsko concurred. 

(Paragraph 12) Hemphill said she herself doesn’t know the reason why MCL is left off and she asked for 
Botsko’s input. Botsko was not aware of a specific reason but is open to addition if the group feels like the 
addition is warranted. Nelson can see why it was left off as it is “mandatory” control level, and there is no 
“anticipation” required. Brown suggested, if need be, she can incorporate the reference in model law to 
describe the “required” actions.  Broadie explained the importance of highlighting the word “required”. 
The intent was to substantiate the Commissioner’s action if the rehabilitation or liquidation were to take 
to the court, the Commissioner can point to the model law and state it was a requirement. With that, 
Hemphill agreed to enhance the preamble and add a sentence explaining required actions at MCL (as 
described in model law). There was no objection. 

(Paragraph 14) Nelson suggested to add the words “For example” in front of the added example “A 
company with an RBC ratio of 600% is not necessarily financially stronger than a company with an RBC 
ratio of 400%.” 

(Paragraph 18) Hemphill said the purpose of this paragraph is to make it very clear that ancillary uses of 
RBC should all serve the same purpose: to aid in identifying potentially weakly capitalized companies. 
Nelson suggested the addition of the word “potentially” before the phrase “weakly capitalized” in this 
paragraph to ensure consistency within the preamble. 

(Paragraph 19) Botsko suggested replacing the word “would” with “does” in the following sentence. No 
objection. 

RBC would not provide a complete, clear, or meaningful ranking of insurers. 

(Paragraph 20) Hemphill explained that the original paragraph 20 drafted with assistance from Toy was 
originally targeted for assets. The Subgroup would like to broaden the scope beyond assets therefore 
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debuted the revised paragraph 20. Toy said he did not object to broadening the scope but suggested the 
possibility of making it clear what the other examples this paragraph applies. Both Hemphill and Broadie 
can think of other non-asset factors (reserves, premium etc.) that are derived from historical experience. 
Clark preferred to be generic and not to spell out all the risk areas as risk evolves over time. Hemphill 
seconded. Mujala questioned whether this paragraph also applies to C3 phase 1 (model based) calculation 
or just limited to factor-based components. Clark suggested to change the language of “RBC factors” to 
“RBC requirements” to accommodate both type of calculations (factor-based vs. model-based). Hemphill 
agreed. 

(Paragraph 21) No comment or further discussion. 

Hemphill then discussed the next step. She believed after revisions (as discussed above) are made, the 
revised draft preamble is ready to be discussed at the Parent Ad Hoc Group level and thereafter the Capital 
Adequacy Task Force. Botsko concurred. Tipton brought up that the word “insurers” and “companies” are 
used interchangeably. Hemphill checked the rest of the preamble and saw this interchangeable use is 
prevalent in the document. No objection to Hemphill proposal to elevate the preamble to the parent ad 
hoc group. 

Next, Hemphill polled the group and asked if anyone thinks the public disclosure of TAC and ACL in the 5-
year historical page is inconsistent with the preamble the group discussed thus far. Drutz found it 
inconsistent himself. Botsko had recollection that the disclosure of TAC and ACL in the 5-year historical 
page is for the convenience of regulators. He said if that is true, should the group decided to remove the 
TAC and ACL disclosure in annual statements, the group may need to consider incorporating the historical 
data in RBC confidential filing for regulators’ use. Hemphill concurred. Brown reminded the members that 
historical RBC data is currently available to regulators through the format of Profile report, and it even 
breaks down to RBC component level. 

Botsko asked whether the industry representatives in the group had comments. Broadie said while he had 
not discussed it with his members (ACPIA), he was pretty sure rating agencies and investors alike are using 
the data in the past decades. He also cautioned the group to be clear to the public what is the motive of 
“removing” the disclosure as it could be construed as “hiding” something (e.g., “is the industry in bad 
shape?”). Chou agreed with the commenters that there are ancillary uses of RBC data. He asked what the 
benefit of removing the data, apart from holding onto “confidentiality” principle of RBC. Hemphill gave 
some examples of her current effort to remove references of RBC in VM to avoid perceived 
inconsistencies. She said since the group just finished discussing the potential “limited use” of RBC as 
described in preamble paragraph 18, it became the group’s responsibility to evaluate potential 
unintended use of RBC data. She believes the public disclosure of TAC and ACL in the 5-year historical 
page might potentially encourage misuse. Mujala wondered if there is benefit there to disclose publicly 
the potentially weakly capitalized companies and if so, how and where to draw a line. Drutz viewed RBC 
as a pure regulator tool. He said all the company actions (responses, RBC plan etc.) are all confidential. He 
thought the unintended use of RBCs could be just as disruptive as not having RBC for public use. He said 
there are other tools and metrics out there to indicate the strength of insurers and RBC is not designed to 
serve that purpose. Broadie expressed concern about disruption to publication of industry-level aggregate 
RBC statistics. Hemphill and Yueng reassured that there is no plan to change the current publication and 
it will continue to be available to the public no matter what. Hemphill also thought the aggregate statistics 
would be a good tool to dispel doubt about “health” of the insurance industry should the removal of TAC 
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and ACL data be proposed. Sells offered historical perspective as to why TAC and ACL are disclosed in 5-
Year Historical. The legacy fixed capital RBC framework was transparent and reperformanable. As such it 
led the working group at the time of transition from fixed to risk-based framework to provide more 
transparency. Tipton inferred Sell suggest removing ACL only but leave TAC in the 5-year historical 
statement. Sells said it is up to the working group to decide. 

 

Participating in the call: Rachel Hemphill (TX), Matt Richard (TX),  Wanchin Chou (CT), Kevin Clark (IA), Tom 
Botsko (OH), Steve Drutz (WA), Steve Broadie (ACPIA) Ray Nelson (AHIP), Frank Huang (Merlinos & 
Associates), Ed Toy (RRC), Tip Tipton (Thrivent), Maambo Mujala (NYL), Ron Wilkins (Academy), Crystal 
Brown (NAIC), Maggie Chang (NAIC), Eva Yeung (NAIC), Todd Sells (NAIC). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Attachment I 

Summary of Comments 

ACPI – Matt Vece and Steve Broadie: 

We have one suggestion: adding the red text, copied below, to paragraph 11 of the preamble. Thanks 
again and let us know if you have any questions.  
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11. Comparison of an insurer’s TAC to any RBC level is a regulatory tool that may indicate the need for 
possible corrective action with respect to the insurer and is not intended or appropriate as a means to 
rank insurers generally. Therefore—except as otherwise required under the provisions of Risk-Based 
Capital (RBC) for Insurers Model Act (#312) or the Risk-Based Capital (RBC) for Health Organizations 
Model Act (#315)—the making, publishing, disseminating, circulation or placing before the public, or 
causing, directly or indirectly to be made, published, disseminated, circulated or place before the public, 
in a newspaper, magazine or other publication, or in a form of a notice, or in any other way, an 
advertisement, announcement or statement (including but not limited to press releases, earnings 
releases, webcast materials, or any other earnings presentations or webcasts) containing an assertion, 
representation or statement with regard to the RBC levels of any insurer or of any component derived in 
the calculation by any insurer is prohibited. 

Iowa DOI - Kevin Clark:  

Edits incorporated into paragraph’s 18 and 20. 

Davies – Rebecca Freitag: 

Comments on Preamble (and my apologies if any of these comments were raised before I began 
attending the meetings):  

1. Paragraph C.12 – it seems that all RBC levels are noted except for the Mandatory Control 
Level.  Was that intentional?  (If I’m behind the times and the Mandatory Control Level has been 
eliminated, please feel free to let me know). 
  

2. Paragraph D.14 – I think the addition of the sentence shown in Track Changes is good, but I note 
that it may not be entirely necessary given the greater detail provided in new section E.  I’m 
definitely not opposed to it, though. 

 

Comments on Discussion of TAC/ACL in Five-Year History: I was responding to the idea that perhaps 
the company’s RBC amount should not appear at all in the publicly available Annual Statements (or 
perhaps should just appear as a “pass/fail.”)  I have a number of concerns about this: 

  

1. From my perspective, as an examining actuary, it is very helpful to know how close a company is 
to any kind of action level right from the outset.  If I’m examining a company and I see that it has 
an RBC ratio of 250%, I know that there were likely strong operating incentives to make sure the 
reserves were not “too high” (and whether “too high” really means “conservative” or just “more 
conservative than we can absorb” depends on the company). 
  

2. As an Appointed Actuary, in determining the materiality standard that I use for my Opinion, I 
need to know how close a Company is to any kind of RBC level.  And I might want to understand 
how close they have been in the past, and whether this might have impacted any operational 
decisions.  I acknowledge that I could obtain this information from the company confidentially, 
along with other confidential data that they provide, but it is certainly convenient to have it as 
part of the Annual Statement. 
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3. From a public perspective, I believe that this is the type of information that can be put to 
appropriate use.  I understand, based on the discussions in the committee, that it has 
sometimes been put to erroneous use.  But if we believe that an RBC ratio of 200% says 
something important about a company to the regulators, I think the public has an interest in 
being able to see the ratio, and getting a feeling as to whether or not it is close to 200% (or any 
other RBC level).  I imagine arguments could be made that other sections of the Annual 
Statement should be confidential.  But it appears to me that for the most part, the Annual 
Statements are public so that any interested entity can learn important information about the 
companies that they are working with.  Although I understand and appreciate that the inputs to 
the underlying formula for calculating the company’s risk based capital are confidential, I think 
that it is in the public’s interest to be able to calculate the actual ratio, and to see it over time, as 
is currently the case in the Five Year History Exhibit (P&C blank). 

 

New York Life – Maambo Mujala: 

We think the changes to the preamble are really good and emphasize the purpose of RBC.  We believe it 
is important to emphasize the limitations of RBC and to avoid the misuse for other purposes. 

 

 

 

 

 

 

 

 

 

     Attachment II 

Risk-Based Capital 
Preamble 

 

 

History of Risk-Based Capital by the NAIC 
 

A. Background 
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1. The NAIC, through its committees and working groups, facilitated many projects of importance 
to state insurance regulators, the industry and users of statutory financial information in the early 
1990s. That was evidenced by the original mission statement and charges given to the Capital 
Adequacy (E) Task Force (CADTF) of the Financial Condition (E) Committee. 

 
2. From the inception of insurance regulation in the mid-1800s, the limitation of insurance company 

insolvency risk has been a major goal of the regulatory process. The requirement of adequate 
capital has been a major tool in limiting insolvency costs throughout the history of insurance 
regulation. Initially, the states enacted statutes requiring a specified minimum amount of capital 
and surplus for an insurance company to enter the business or to remain in business.  

 
3.  Fixed minimum capital requirements were largely based on the judgment of the drafters of the 

statutes and varied widely among the states. Those fixed minimum capital and surplus 
requirements have served to protect the public reasonably well for more than a century. However, 
they fail to recognize variations in risk between broad categories of key elements of insurance, 
nor do they recognize differences in the amount of capital appropriate for the size of various 
insurers.  

 
4. In 1992, the NAIC adopted the life risk-based capital (RBC) formula with an implementation date 

of year-end 1993. The formula was developed for specific regulatory needs. Four major categories 
were identified for the life formula: asset risk; insurance risk; interest rate risk; and all other 
business risk. The property/casualty and health formulas were implemented in 1994 and 1998, 
respectively. The focus of these two formulas is: asset risk; underwriting risk; credit risk; and 
business risk (health). 

 
5. The total RBC needed by an insurer to avoid being taken into conservatorship is the Authorized 

Control Level RBC, which is 50% of the sum of the RBC for the categories, adjusted for 
covariance. The covariance adjustment is meant to take into account that problems in all risk 
categories are not likely to occur at the same time.  

 
6.  The mission of the CADTF was to determine the amount of capital an insurer should be required 

to hold to avoid triggering various specific regulatory actions. The RBC formula largely consists 
of a series of risk factors that are applied to selected assets, liabilities or other specific company 
financial data to establish the threshold levels generally needed to bear the risk arising from 
that item. 
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7.  To carry out its mission, the CADTF was charged with carrying out the following initiatives: 
• Evaluate emerging “risk” issues for referral to the RBC working groups/subgroups for certain 

issues involving more than one RBC formula.  
• Monitor emerging and existing risks relative to their consistent or divergent treatment in the 

three RBC formulas. 
• Review and evaluate company submissions for the schedule and corresponding adjustment to 

total adjusted capital (TAC). 
• Monitor changes in accounting and reporting requirements resulting from the adoption and 

continuing maintenance of the Accounting Practices and Procedures Manual and the 
Valuation Manual to ensure that model laws, publications, formulas, analysis tools, etc., 
supported by the CADTF continue to meet regulatory objectives 

 
8. The RBC forecasting and instructions were developed and are now maintained in accordance with 

the mission of the CADTF as a method of measuring the threshold amount of capital appropriate 
for an insurance company to avoid capital specific regulatory requirements based on its size and 
risk profile.  

 
B. Purpose of Risk-Based Capital 
 

9. The purpose of RBC is to identify potentially weakly capitalized companies in order to facilitate 
regulatory actions designed to, in most cases, ensure policyholders will receive the benefits 
promised without relying on a guaranty association or taxpayer funds. Consequently, the RBC 
formula calculates capital level trigger points that enable regulatory intervention in the operation 
of such companies.  

 
10. RBC instructions, RBC reports and adjusted report(s) are intended solely for use by the 

commissioner/state in monitoring the solvency of insurers and the need for possible corrective 
action with respect to insurers and are considered confidential. All domestic insurers are required 
to file an RBC report unless exempt by the commissioner. There are no state permitted practices 
to modify the RBC formula and all insurers are required to abide by the RBC instructions.  

 
11. Comparison of an insurer’s TAC to any RBC level is a regulatory tool that may indicate the need 

for possible corrective action with respect to the insurer and is not intended or appropriate as a 
means to rank insurers generally. Therefore—except as otherwise required under the provisions 
of Risk-Based Capital (RBC) for Insurers Model Act (#312) or the Risk-Based Capital (RBC) for 
Health Organizations Model Act (#315)—the making, publishing, disseminating, circulation or 
placing before the public, or causing, directly or indirectly to be made, published, disseminated, 
circulated or place before the public, in a newspaper, magazine or other publication, or in a form 
of a notice, or in any other way, an advertisement, announcement or statement (including but not 
limited to press releases, earnings releases, webcast materials, or any other earnings presentations 
or webcasts) containing an assertion, representation or statement with regard to the RBC levels of 
any insurer or of any component derived in the calculation by any insurer is prohibited.  

 
C. Objectives of Risk-Based Capital Reports 
 

12. The primary responsibility of each state insurance department is to regulate insurance companies 
in accordance with state laws, with an emphasis on solvency for the protection of policyholders. 
The ultimate objective of solvency regulation is to ensure that policyholder, contract holder and 
other legal obligations are met when they come due and that companies maintain capital and 
surplus at all times and in such forms as required by statute. 
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To support this role, the RBC reports identify potentially weakly capitalized companies in that 
each insurer must report situations where the actual TAC is below a threshold amount for any of 
the several RBC levels. This is known as an “RBC event” and reporting is mandatory. The state 
regulatory response is likely to be unique to each insurer, as each insurer’s risk profile will have 
some differences from the average risk profile used to develop the RBC formula factors 
and calculations.  

There are several RBC levels with different levels of anticipated additional regulatory oversight 
following the reporting of an RBC event. Company Action Level (CAL) has the least amount of 
additional regulatory oversight, as it envisions the company providing to its regulator a plan of 
action to increase capital or reduce risk or otherwise satisfy the regulator of the adequacy of its 
capital. Regulatory Action Level (RAL) is the next higher level, where the regulator is more 
directly involved in the development of the plan of action. Authorized Control Level (ACL) 
anticipates an even higher amount of regulatory action in implementing the plan of action.  

D. Critical Concepts of Risk-Based Capital

13. Over the years, various financial models have been developed to try to measure the “right” amount
of capital that an insurance company should hold.1 “No single formula or ratio can give a complete
picture of a company’s operations, let alone the operation of an entire industry. However, a
properly designed formula will help in the early identification of companies with inadequate
capital levels and allow corrective action to begin sooner. This should ultimately lower the number
of company failures and reduce the cost of any failures that may occur.”

14. Because the NAIC formula develops threshold levels of capitalization rather than a target level, it
is neither useful nor appropriate to use the RBC formula to compare the RBC ratio developed by
one insurance company to the RBC ratio developed by another. Comparisons of amounts that
exceed the threshold standards do not provide a reliable assessment of their relative financial
strength. A company with an RBC ratio of 600% is not necessarily financially stronger than a
company with an RBC ratio of 400%. For this reason, Model #312 and Model #315 prohibit
insurance companies, their agents and others involved in the business of insurance using the
company’s RBC results to compare competitors.

15. The principal focus of solvency measurement is the determination of financial condition through
an analysis of the financial statements and RBC. However, protection of the policyholders can
only be maintained through continued monitoring of the financial condition of the insurance
enterprise. Operating performance is another indicator of an enterprise’s ability to maintain itself
as a going concern.

16. The CADTF and its RBC working groups are charged with evaluating refinements to the existing
NAIC RBC formula and considering improvements and revisions to the various RBC blanks to:
1) conform the RBC blanks to changes made in other areas of the NAIC to promote uniformity
(when it is determined to be necessary); and 2) oversee the development of additional reporting
formats within the existing RBC blanks as needs are identified.

1 Report of the Industry Advisory Committee to the Life Risk-Based Capital (E) Working Group, p. 6; Nov. 17, 1991. 
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17. The CADTF and its RBC working groups will monitor and evaluate changes to the annual 
financial statement blanks and the Purposes and Procedure Manual of the NAIC Investment 
Analysis Office to determine if assets or, specifically, investments evaluated by the NAIC 
Securities Valuation Office are relevant to the RBC formula in determining the threshold capital 
and surplus for all insurance companies or whether reporting available to the regulator is a more 
appropriate means to addressing the risk. The CADTF will consider different methods of 
determining whether a particular risk should be added as a new risk to be studied and selected for 
a change to the applicable RBC formula, but due consideration will be given to the materiality of 
the risk to the industry, as well as the very specific purpose of the RBC formulas to develop 
regulatory threshold capital levels.  

 
E. Limited use of Risk-Based Capital 
 

18. Use of RBC is limited to identifying potentially weakly capitalized companies to facilitate 
regulatory action and oversight. Any other application of RBC would be inappropriate, to the 
detriment of policyholders, companies, and investors. While RBC may be used in other 
components of the regulatory framework, such uses should be in the context of identifying weakly 
capitalized companies. For example, statutory accounting may leverage RBC in determining the 
admissibility of certain types of assets, when the benefits of those assets may not be readily 
available to the policyholders of a troubled company.  

 
 
19.  RBC would not provide a complete, clear, or meaningful ranking of insurers. For example, an 

insurer voluntarily strengthening assumptions used for reserving would generally reduce an 
insurer's RBC ratio, but does not indicate a weaker position than a similarly situated insurer who 
did not elect to strengthen assumptions used for reserving.  Regulators are able to consider a 
complete picture of the insurer's financial situation to appropriately follow up on RBC action 
levels.  Using RBC beyond its intended purpose could create perverse incentives for companies 
that are not at risk of triggering an action level. 

 
20. RBC factors for  particular risk categories were developed based on specific regulatory guidelines 

and following agreed upon procedures and methodologies.  The RBC factors were developed with 
regulatory needs in mind.  They were not developed or intended for any other use. As such, except 
where prescribed, RBC factors would not be appropriate to rely on in other contexts such as 
reserve setting or risk management, or evaluating the risk of investments.  While the development 
of RBC factors often rely on historical data points,  the data used extend eover a substantial period 
of years and the actuarial modeling extends out over a long time horizon.  They do not reflect risk 
at any one point in time. Moreover the granularity of an analysis for RBC purposes likely differs 
from the granularity appropriate for other applications.  Therefore, RBC factors are not appropriate 
to evaluate the relative or absolute level of risk outside of the context of a regulatory  framework 
for identifying potentially weakly capitalized companies. 

 
21.  Because RBC is a broad tool to facilitate regulatory oversight, an insurer's RBC can fluctuate 

without indicating a corresponding change in the insurer’s financial strength. 
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RBC Purposes & Guidelines Ad Hoc  

January 9, 2024 

 

Participating in the meeting were: Wanchin Chou (CT), Kevin Clark (IA), Tom Botsko (OH), Rachel Hemphill 
and Matt Richard (TX), Steve Drutz (WA), Steve Broadie and Matt Vece (American Property Casualty 
Insurance Association—APCIA), Frank Huang (Merlinos & Associates), Todd Moltumyr (America’s Health 
Insurance Plans—AHIP), Maambo Mujala (New York Life Insurance Company), Jeremy Rosenbaum 
(Guggenheim Partners), Tip Tipton (Thrivent), Ed Toy (Risk & Regulatory Consulting), Ron Wilkins 
(American Academy of Actuaries—Academy), Crystal Brown (NAIC), Maggie Chang (NAIC), Julie Gann 
(NAIC), Holly Weatherford (NAIC), and Eva Yeung (NAIC). 

Hemphill kicked off the meeting by recapping key discussions from the Dec 12, 2023, meeting. She 
indicated that the key agenda item for this meeting is to discuss the removal of total adjusted capital (TAC) 
and asset concentration limits (ACL) in the five-year historical table in the annual statements.  

Rosenbaum was against this proposed removal. He stated that he is from the industry and believes risk-
based capital (RBC) data provides useful information to indicate the “health” of companies for regulators 
and investors alike. He quoted instances where RBC ratios are used in covenants of bilateral agreements 
in the marketplace. He said RBC ratios are not used as standalone indicators but as “part of the broader 
fabric” upon which the market assesses insurance companies. He was also aware of certain states that 
impose certain minimum RBC thresholds when approving transactions.  

Toy said that based on his interaction with rating agencies, he is aware of the use of RBC as part of the 
holistic review of an insurer. The rating agencies have a particular focus on the possibility of regulatory 
action. Toy provided an example where derivative counterparties would terminate insurers’ derivative 
agreements if their RBC ratios went below 200%. Toy said he views these uses of RBC ratio as absolute 
triggers to be detrimental to regulators. Brown pointed out that RBC is a snapshot view of capitalization 
and won’t reflect, for example, capital contributions, corrective action, etc., that happen after year end. 
She also disagreed with Rosenbaum’s belief that RBC is an indicator for “health” of insurers. 

Tipton sought clarification on which piece of information is proposed to be removed—ACL, TAC, or both. 
Hemphill said she believes, based on the read of the preamble, the most reasonable approach is to remove 
both. Tipton said he thought that ACL is harder than TAC to derive from other existing disclosures. 

Chou suggested performing a cost-benefit analysis. He would like to see an inventory of how and where 
ACL and TAC data are currently used, as this could help guide the group in thinking about what 
practitioners are impacted by the proposal. Hemphill concurred. She said she envisioned there will be a 
lot of analysis, but they are not going to be performed at this group level.  

Botsko stated that the Academy was made aware of this discussion and showed interest in the topic. He 
said he believes that additional input from the industry and the Academy at the formal group level would 
be helpful to perform cost-benefit and unintended consequences analysis. He was also curious about the 
NAIC’s opinion on the subject. Weatherford said the NAIC legal counsel has started looking into the Risk-
Based Capital (RBC) Model Act (Model #312) and agreed with the proposal. She said the NAIC is ready to 
perform further analysis, and she will be monitoring the evolving discussions. Weatherford declined to 
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share her opinion. Brown said that ultimately this is up to regulators, and the NAIC legal counsel will be 
engaged to ensure compliance with Model #312. Hemphill said that she consulted with the Texas 
Department of Insurance’s (TDI’s) legal counsel, which generally agreed with the direction of the proposal 
based on how Model #312 and the preamble are worded. Based on that discussion, Hemphill said she 
believed regulators have authority to proceed with the proposal, and it is more of a policy question than 
legal. Hemphill sought agreement from other regulators on the proposal, which is to remove TAC and ACL 
from the five-year historical page. Connecticut, Iowa, and Washington supported moving the proposal to 
the parent ad hoc group. 

Hemphill asked Rosenbaum what additional information RBC ratios provide that is deemed as incremental 
to the rating agencies’ strength indicators/ranking. Rosenbaum responded that most asset managers have 
internal credit analysis departments that gather as much information as they can possibly find to evaluate 
an investment prior to making a decision. It’s a mosaic approach, and no one indicator is suffice. He added 
that public disclosure of ACL and TAC also forces companies to explain their year-over-year trends. Clark 
disagreed and stated the use of RBC ratios in investment decisions is exactly what regulators would like 
to discourage. It deviates from the original intent of RBC. Hemphill said the means may not justify the end 
to provide transparency for decision making, just as there are other confidential filings with regulators 
that, despite being useful, are not meant to be disclosed. 

Botsko inquired about the historical perspective of disclosing TAC and ACL, and Brown provided a recap 
of what had been discussed during the Dec. 12, 2023, meeting. Botsko said that the disclosure was meant 
to be temporary based on Brown’s recap. He said that he thought there were concerns expressed by 
consumer groups. 
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