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The Aggregation Method Implementation (G) Working Group of the International Insurance Relations (G)
Committee met in Hollywood, FL, Dec. 9, 2025. The following Working Group members participated: Rebecca
Easland, Acting Chair (WI); Jared Kosky and William Arfanis (CT); Kevin Clark (lA); Susan Berry (IL); Christopher
Joyce (MA); John Rehagen (MO); Anthony Quandt (NE); David Wolf (NJ); Bob Kasinow (NY); Liz Ammerman (RI);
and Dan Bumpus (VA).

1. Adopted its Nov. 19, Oct. 9, and Summer National Meeting Minutes

The Working Group met Nov. 19 and took the following action: 1) received an update on the technical drafting
group; 2) received an update on a draft scalar paper; 3) received an update on a draft valuation paper; and 4)
received an update on draft other tools documents.

The Working Group also conducted an e-vote that concluded Oct. 9 to adopt its 2026 proposed charges. The
motion passed unanimously.

Quandt made a motion, seconded by Berry, to adopt the Working Group’s Nov. 19 (Attachment A), Oct. 9
(Attachment B), and Summer National Meeting (see NAIC Proceedings — Summer 2025, International Insurance

Relations (G) Committee, Attachment C) minutes. The motion passed unanimously.

2. Discussed its Upcoming Activities

Ned Tyrrell (NAIC) presented an update on the Working Group’s upcoming deliverables, including the review and
finalization of the Aggregation Method (AM) and parallel work happening at the International Association of
Insurance Supervisors (IAIS) on the implementation of the Insurance Capital Standard (ICS), including a self-
assessment questionnaire and standards for reporting/disclosing the ICS. Tyrrell discussed the timelines for these
deliverables and explained how the work by the technical drafting group will be used as a reference in the review
of the AM.

Berry asked whether the ICS self-assessment questionnaire would be completed before the reporting/disclosure
standards are adopted. Tyrrell clarified that the questionnaire would cover the entire implementation of the ICS

and not just reporting/disclosure.

3. Received an Update on its Technical Drafting Group

Easland provided background on the technical drafting group, and Tyrrell explained the documents it produced
for the Working Group. Tyrrell described a paper on the sensitivity of scalars to changes in interest rates
(Attachment D) and its connection to the recommendation from the Summer National Meeting that the AM use
an excess relative ratio approach to scalars. He further described a paper on the sensitivity of U.S. life insurance
reserves to changes in interest rates (Attachment E), which had been discussed in more detail during the Working
Group’s last meeting. During that meeting, a request was made to further compare the sensitivity of U.S. reserves
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with those calculated under the ICS. Tyrrell elaborated on this comparison (Attachment F). Tyrrell noted that two
summaries of U.S. group capital tools were also included in this meeting’s materials (Attachment G and
Attachment H). Tyrrell stated that while they are not papers in their own right, they can be used as references
when the Working Group reviews the timing of supervisory intervention. Easland asked for questions from
regulators and interested parties. No questions were asked.

4, Received an Update on the Review of U.S. Group Solvency Regulation and the Finalization of the AM

Easland introduced an outline (Attachment 1) of the Working Group’s review of U.S. group solvency regulation and
asked Tyrrell to elaborate on potential next steps for the Working Group. Tyrrell explained that the outline follows
the Working Group’s first charge, which calls for a review of the U.S. system that includes: 1) sensitivity to changes
in interest rates; 2) supervisory intervention; 3) use of scalars and choice of regulatory intervention points; and 4)
reporting/disclosure requirements. He further explained that the review will include identifying gaps and
refinements, as well as recommendations for implementing the ICS via the AM. Easland asked for questions from
regulators and interested parties. No questions were asked.

5. Discussed Other Matters

Easland reminded attendees that the International Insurance Relations (G) Committee will meet the next day.

Having no further business, the Aggregation Method Implementation (G) Working Group adjourned.

SharePoint/NAIC Support Staff Hub/Member Meetings/G CMTE/National Meetings/AMIWG/2025 Fall NM/Final Minutes
AMIWG_Hollywood 20251209.docx
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2025 Fall National Meeting
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2. Discuss its Activities
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Background
AM as the US implementation of the ICS

At the end of 2024, the International Association of Insurance
Supervisors (IAIS) concluded that the AM provides a basis of

implementation of the Insurance Capital Standard (ICS) for
Internationally Active Insurance Groups (IAIGs)

e |AIS comparability assessment highlighted two areas where work will
help ensure convergence:

o treatment of interest rate risk
o appropriate timing of supervisory intervention

* |CS reporting/disclosure requirements in ComFrame will also apply to
the AM
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Draft US Group Solvency Regulation Review

Draft review identifies and addresses gaps in US group solvency
regulation as part of implementation of the ICS via the AM

® Focus on issues highlighted by the comparability assessment

* Technical documents, produced by AMIWG drafting group, used as
source information

e Where gaps are identified, the review proposes recommendations

The draft review is subject to a 45-day exposure period
® Email comments to Ned Tyrrell (ntyrrell@naic.org) by Monday, May 11
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Draft US Group Solvency Regulation Review:

Timeline

—@ O O »
Monday Thursday Tuesday Thursday
May 11: May 21*: June 2%: June 11*:
End of Review exposure Discuss feedback  AMIWG approves
exposure feedback and possible updated review /
period (Reg Only) refinements recommendations

*Tentative dates
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Draft US Group Solvency Regulation Review

e After reviewing and resolving comments from exposure period, a draft
final review will be submitted to International Insurance Relations (G)
Committee for approval (expected at Summer National Meeting)

e Once approved, G Committee will refer recommendations to Financial
Condition (E) Committee to implement
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Final AM Document

e Relevant recommendations will be incorporated in the documentation
for the Final AM

e Updates to and review of Final AM documentation in second half of
2026
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3. Consider Exposure of its
Draft Review of US Group
Solvency Regulation for
Public Comment

Attachment C
—Ned Tyrrell (NAIC)
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4. Adjournment
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Thank you
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US Group Solvency
Regulation Review:

Implementation of the
Insurance Capital Standard via
the Aggregation Method
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1 Introduction

1.1 Background

1. In November 2024, the International Association of Insurance Supervisors (lAIS)
released a “Report on the Aggregation Method Comparability Assessment”." The
assessment was conducted using the Candidate Insurance Capital Standard (ICS) as a
prescribed capital requirement (PCR) and the Provisional Aggregation Method
(Provisional AM)? based on data collected from US Internationally Active Insurance
Groups (IAIGs). The comparability assessment took a forward-looking approach and
considered recent or planned changes to local solvency regimes, including:

e the introduction of Principles Based Reserving (PBR) for US life insurance
liabilities,

e the implementation of an economic value-based solvency ratio (ESR)
framework in Japan, and

e the potential for moving to a new scaling approach in the final version of the
Aggregation Method (Final AM).

2. Infinalizing the comparability assessment, the IAIS concluded that a US AM provides
a basis for implementation of the ICS to produce comparable outcomes. The IAIS
highlighted two areas where work as part of the finalization of the AM will help ensure
convergence of outcomes with the ICS:

e treatment of interest rate risk, and
e timing of supervisory intervention.

The IAIS recognized that the decision on the changes to be implemented is for US
supervisors to consider within the context of the US supervisory system. The US
committed to addressing those areas in appropriate ways and the IAIS will review
during its ICS implementation assessment process.

3. Inearly 2025, the NAIC created the Aggregation Method Implementation (G) Working
Group (AMIWG) to facilitate domestic implementation of the ICS via the AM. AMIWG's
charges include a review of the group solvency regulation of US groups and their
potential for comparable implementation of the ICS.® This review includes
recommendations for the Final AM and potential improvements to the US group
solvency system including:

e Sensitivity to changes in interest rates and their impact on the solvency of the
US life groups.
e Supervisory intervention of US groups on group capital grounds.

" https://www.iais.org/uploads/2024/11/Report-on-Aggregation-Method-comparability-assessment.pdf
2 https://content.naic.org/sites/default/files/committee-related-provisional-am-comparability-
assessment.pdf

8 https://content.naic.org/committees/g/aggregation-method-wg
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e Use of scalars and choice of regulatory intervention points and potential
domestic refinement.
e Reporting and disclosure requirements.

4. AMIWG reports to, and coordinate with, the International Insurance Relations (G)
Committee and any relevant groups under the Financial Condition (E) Committee.
Recommendations from this review distinguish between changes needed to finalize
the AM and changes needed to other parts of the US regulatory system to enable the
implementation of the ICS using the Final AM.

5. InJune 2025, AMIWG created a technical drafting group to produce reference papers
for use in this review. These papers focused on sensitivity to interest rates and are
discussed more in Section 4.

1.2 Purpose of the US Group Capital Regulation Review

6. This review identifies how each issue highlighted by the comparability assessment is
addressed by the US group solvency regulatory system. Where gaps are identified,
the review suggests potential recommendations that will promote comparable
implementation of the ICS within the US.

7. Relevant recommendations will be incorporated in the documentation for the Final
AM, which will replace the Provisional AM. In the US, the Final AM will be implemented
through refinements to existing regulatory tools including, but not limited to, the
Group Capital Calculation (GCC). The GCC follows the same overall construct and is
similar to the AM calculation but includes additional reporting requirements and US
specific guidance.

8. This review categorizes recommendations into two groups: (1) changes from the
Provisional AM to the Final AM, and (2) changes to existing US regulatory tools. A
recommendation to modify the Provisional AM does not necessarily require changes
to the US regulatory framework, as some recommendations have already been
adopted (for example, the recommended scaling methodology for the Final AM is
already used in the GCC). Where noted, recommendations will apply only to IAIGs.
Any recommendations that would require changes to the existing US regulatory
framework will be referred to the appropriate committees (for example,
recommended changes to the GCC would be referred to the NAIC's Financial
Condition (E) Committee).

Review

Provisional AM US Group Solvency System

Recommendations

Finalization of AM Refinements to US System

A 4

Final AM Referral to relevant Cmte
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2 Connection to the I|AIS Comparability
Assessment

9. This review is structured around the "Assessment outcomes” as set out in Section 3 of
the IAIS comparability assessment. The assessment examined the respective elements
and levels of prudence in the Provisional AM and ICS, both collectively and in terms
of whether their results move in a similar manner in response to changes in economic
and financial market conditions. The comparability assessment also considered
whether the AM and ICS are similarly transparent, in terms of facilitating
understanding and comparability, within and across jurisdictions, of the group
solvency position through supervisory reporting and public disclosure.

10. The sections of this review, along with relevant subsections of the comparability
assessment outcomes, are as follows:

e Section 3 reviews how the respective elements and levels of prudence are
addressed through the application of scalars. This issue was summarized in
subsection 3.3.1 of the comparability assessment.

e Section 4 reviews the sensitivity of the valuation of US life insurance reserves to
changing economic and financial market conditions under Principles Based
Reserving (PBR) requirements and related regulatory tools. This issue was
summarized in subsection 3.3.2 of the comparability assessment.

e Section 5 reviews supervisory intervention in the US regulatory framework
based on group capital adequacy grounds. This issue was summarized in
subsection 3.3.3 of the comparability assessment.

e Section 6 considers transparency. Standards on supervisory reporting and
public disclosure under the Common Framework for the Supervision of IAIGs
(ComFrame) had not yet been developed at the time of comparability
assessment and remain under development at the time of this review. The US
has committed to applying IAIG supervisory reporting and public disclosure
requirements to US IAIGs once these standards are adopted. This issue was
summarized in subsection 3.0 of the comparability assessment.

3 Use of Scalars and Choice of Regulatory
Intervention Points

11. Development of the Provisional AM by the US was informed by an IAIS data collection.
This data collection included analysis to identify, estimate and assess potential scaling
methodologies. The objective was to identify a methodology that is “meaningful from a
prudential point of view, relevant for the monitoring of financial soundness and that

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS S



Attachment C
Aggregation Method Implementation (G) Working Group
3/23/26

NAI W\ NATIONAL ASSOCIATION OF
# INSURANCE COMMISSIONERS Draft Date: 3/19/26

provides for comparable outcomes to the ICS".4 At its August 2025 meeting, AMIWG
discussed this analysis and adopted a recommendation to revise the AM scalar
approach from an unscaled approach (as used in the Provisional AM) to the Excess
Relative Ratio (ERR) approach, calibrated at 200% of the NAIC Risk Based Capital (RBC)
Authorized Control Level.®

3.1 Review of the ERR in GCC and AM

12. A scalar adjusts for differences in the level of calibration between types of capital
requirements and differences in valuation approaches among the entities. A scalar
methodology refers to a process used to calculate adjustments (i.e. scalars) using data,
statistical analysis and/or judgment. Under this approach, a separate scalar is calculated
for each category of entity.

13. Entity categories used for the Provisional AM were developed at the beginning of the
ICS Monitoring Period and remained unchanged to ensure consistency in reporting.
The entity categories in the GCC were updated during this time.

¢ Gap Identified: GCC entity categories used in the Provisional AM have been
updated more recently.

e Recommendation for Final AM: The list of entity categories in the Final AM
should reflect all updates made to the GCC.

3.2 Consideration of the Comparability Assessment

14.The comparability assessment noted “offsetting prudence” between valuation and
capital requirements in US legal entities relative to the ICS. That is, conservatism in the
valuation is offset by a lower capital requirement (particularly for life IAIGs although the
amount of offsetting varied under the different scenarios).

15. The ERR approach adjusts available and required capital to produce the same average
solvency ratio in each jurisdiction, while keeping the excess capital (i.e. the amount by
which available capital exceeds required capital) unchanged for each legal entity. This
approach adjusts for differences in the level of reserve conservatism while preserving
the underlying regimes’ methods for measuring solvency; in effect, it adjusts for
offsetting prudence across regimes.

16. After scaling, jurisdictions capital positions reflect a similar level of offsetting prudence,
depending on which jurisdiction is chosen as the base for the calculation. For a US
implementation, it is desirable for this level to be scaled to US entities. However, when
considering results in the context of other jurisdictions, it may be more desirable to
scale to a different jurisdictional level.

4 Paragraph 41. https://content.naic.org/sites/default/files/committee-related-provisional-am-
comparability-assessment.pdf

5 https://content.naic.org/sites/default/files/national_meeting/Materials%20-
%20AMIWG%20Summer%20National%20Meeting%20081125.pdf
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e Gap identified: Without scaling, differences in reserve conservatism between US
and other regimes lead to inconsistencies in aggregated capital.

¢ Recommendation for GCC: In addition to unscaled results, GCC template
should be updated with functionality to scale to other regimes. This would be an
automatic calculation using the same inputs as the current GCC; no further data
would be needed.

4 Sensitivity to Changes in Interest Rates

17. While the comparability assessment considered the transition to a PBR approach for
US life insurance liabilities, the data used in that analysis included legacy reserves. For
the purpose of this review, the term PBR refers to the three valuation manuals that will
apply to all insurance liabilities written by US life insurance entities: (i) VM-20 covering
life insurance products; (ii) VM-21 covering variable and registered index-linked
annuities; and (iii) VM-22 covering fixed, deferred and payout annuities.

18.In June 2025, AMIWG created a drafting group to provide technical input on this issue.
The drafting group’s work was divided into four areas:

e Statistics: what regulatory reporting is available to identify reserves that are
subject to PBR.

e Valuation: how US life insurance liabilities calculated under PBR respond to
changes in interest rates.

e Scalars: how the move to the ERR approach impacts the AM's sensitivity to
changes in interest rates.

e Other Tools: how other regulatory tools ensure that groups adequately manage
interest rate risk.

19. The drafting group was unable to identify a comprehensive data source on the stage
of transition of the US life insurance liabilities to PBR. Relevant data were identified in
the VM-20 Supplement and Exhibit 5 of the Annual Statement; however, the insurer
portfolio information needed to aggregate this data was not available.

¢ Gap identified: The move to PBR will increase sensitivity but data on how
quickly this transition is happening is not readily available to state insurance
regulators.

¢ Recommendation for GCC: |AIGs should provide a summary of reserves by
valuation manual in their GCC template. This would be a high-level summary
of the reporting in Exhibit 5 in the Annual Statements of US legal entities owned
by the IAIG. The summary reserves are aggregated into PBR, Legacy and Other
categories.

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS 7
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4.1 Sensitivity of PBR to Changes in Interest Rates

20. The drafting group produced a paper, “Interest Rate Sensitivity in US Statutory
Reserving,"® which reviews how statutory reserving requirements respond to changes
in interest rates. The paper discusses principles-based reserving methods and
assumptions, asset adequacy testing, interest rate risk under RBC, and the role of
asset-liability matching across these aspects.

21.The paper also provides quantitative analysis of how insurance portfolios under VM-
20 and VM-22 respond to interest rate shocks. The paper identifies that interest rate
sensitivity in VM-21 is “captured through impacts on contract guarantees on
withdrawals, annuitizations, and death benefits, as well as yields on general account
assets and contract crediting rates.”” Calculating the impact of these shocks is complex
and depends on the characteristics of the relevant products and investment portfolios.

22.The analysis concluded that PBR reflects interest rate risk and responds to changes in
interest rates. This occurs through regular updates in economic scenarios, the
corresponding impact on discount rates, and consideration of policyholder behavior
that may change in response to interest rate movements.

23. An addendum to the paper compares the treatment of liabilities under PBR with the
“current estimates” used in the ICS.8 The analysis found that the two approaches are
similar in that both rely on current assumptions and move in a similar direction in
response to changes in interest rates. However, the addendum notes that the larger
guardrails/margins embedded in the PBR reserves result in a higher level of
conservatism and a more muted impact on interest rate changes.

4.2 Impact of Scalars on Interest Rate Sensitivity

24.The drafting group produced a paper, “Impact of Scalars on the Sensitivity of the
Aggregation Method to Changes in Interest Rates."’ The paper finds that the inputs to
the ERR calculation - legal entity available and required capital - are both sensitive to
changes in interest rates. The magnitude of this impact depends on the legal entities
to which the scalars are applied.

25. The comparability assessment was based on point-in-time analysis of unscaled AM
results and did not consider how scalars might change over time. In the current GCC
implementation, there is no formal process in place for updating scalars. In addition,
there are inconsistencies in the classification of types of business across jurisdictions.
Some jurisdictions distinguish between life, property and casualty (non-life), and,

8 Attachment F. https://content.naic.org/sites/default/files/national_meeting/Fall%20NM%20Materials%20-
%20Aggregation%20Method%20Implementation%20%28G%29%20Working%20Group%2020251209.pdf

” Page 4.

8 Attachment G. https://content.naic.org/sites/default/files/national_meeting/Fall%20NM%20Materials%20-
%20Aggregation%20Method%20Implementation%20%28G%29%20Working%20Group%2020251209.pdf

9 Attachment H. https://content.naic.org/sites/default/files/national_meeting/Fall%20NM%20Materials%20-
%20Aggregation%20Method%20Implementation%20%28G%29%20Working%20Group%2020251209.pdf
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where material, health business. In contrast, other jurisdictions group all business
within a single entity category.

e Gap ldentified: Even when scaled, levels of reserve conservatism can vary with
interest rate levels and by type of business.

¢ Recommendation for Final AM and GCC: There should be a formal process for
updating scalars for all material jurisdictions. Scalars should be updated
separately for entity categories that cover, at a minimum, life versus
property/casualty (non-life).

4.3 Other Tools

26. Comparability involves more than the final capital ratio. In addition to capital and
reserving requirements, US |AIGs are subject to a range of regulatory tools at both the
group and legal entity level. The results of these tools must also be considered in
totality to inform supervisors of the financial solvency of the group under the US

group solvency regulation approach. These tools consider the full range of risks facing
IAIGs.

27. As part of this work area, a document was prepared summarizing these tools with a
focus on how they may apply to interest rate risk. Of particular relevance is the
Prospective Solvency Assessment in Section 3 of the NAIC Own Risk and Solvency
Assessment (ORSA) guidance manual as well as an annex setting out Additional
Expectations for Internationally Active Insurance Groups.'® Under these provisions are
where US groups conduct scenario testing, including of interest rates, that is most
relevant to the ICS framework."

28. However, the drafting group encountered challenges in preparing a paper that
directly linked these requirements to the issue highlighted in the comparability
assessment. First, the scenario testing requirements do not refer explicitly to the GCC,
as the GCC was introduced after ORSA was adopted. Second, ORSA assessments are
inherently tailored to each insurers’ own view of its risk profile. As a result, the
connection between ORSA processes and the GCC can be difficult to describe in
anything other than high-level terms.

4.3.1 Scenario Testing of US Groups

29.The Prospective Solvency Assessment includes projections of both economic and
regulatory capital under both “normal and stressed environments.” For IAIGs, this
includes economic capital calculated using a model similar to those used in the ICS, as
well as regulatory capital at the head of the IAIG level. Stress testing is one form of
scenario analysis and examines the impact of alternative projected assumptions -
similar to the analysis described in the drafting group’s paper “Interest Rate Sensitivity
in US Statutory Reserving.”

10 https://content.naic.org/sites/default/files/publication-orsa-guidance-manual.pdf
" Liquidity Stress Testing requirements were not considered, as liquidity risk is excluded from the ICS.
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30. Although ORSA requires stress testing that is relevant to the implementation of the
ICS, the requirements were drafted before the introduction of the GCC. This issue was
noted at AMIWG's November 2025 meeting, and the Working Group submitted a
response to an NAIC survey on potential clarifications to the ORSA manual. This
response suggested a clarification that the reference to “regulatory capital at the head
of the IAIG level” may include reference to the GCC to make it clearer how this
requirement could apply in practice. Such a clarification would be a change to a figure
that is shown in addition to the economic capital that is assessed in the three main
sections of ORSA. It would also facilitate a clearer discussion of how these regulatory
tools apply to US life IAIGs. Once the ORSA manual is updated, AMIWG could revisit
this issue and produce material providing examples of how stress testing could be
applied to GCC results.

¢ Gap identified: The ORSA manual section on "Additional Expectations for
Internationally Active Insurance Groups” does not mention the GCC. The
current manual says that the ORSA should show both the economic capital and
the “regulatory capital at the head of the IAIG level”. The “economic capital” is
the risk capital that is assessed in the main 3 sections of the ORSA. RBC is the
regulatory capital at the legal entity level. The GCC is an aggregation of entity-
based requirements that produces regulatory capital at the head of the IAIG
level.

¢ (i) Recommendation for ORSA: Clarify treatment of GCC in the “Additional
Expectations for Internationally Active Insurance Groups” at the end of the
ORSA guidance manual to say that GCC is an appropriate choice for reporting
the “regulatory capital at the head of the IAIG level”.

¢ (ii) Recommendation for additional guidance: AMIWG could produce material
with examples of how scenario testing (particularly of interest rates) may be
done on GCC results. This would not itself be a requirement. Rather it would
explain how the existing principle-based requirements may work in practice
and illustrate how such analysis may be performed, including examples of
approaches already used by groups.

4.3.2 Connection to GCC

31. The assumptions and choice of scenarios within the ORSA are specific to each IAIG.
Decisions on the level of further details to include depends on the risk characteristics
of the IAIG. However, the high-level outputs - economic and regulatory capital at the
head of the group - are prescribed. This level of reporting corresponds to the
information presented in the Summary tab of the GCC template. Two numbers are
reported for each sensitivity test: available and required capital. These are reported at
the group level. If the results of a scenario that has already been calculated for ORSA
were included in the GCC template, this would help regulators understand the
sensitivity of IAIG results to changes in interest rates. The GCC template, in turn, can
assist regulators in assessing how the group'’s own view of risk compares with the legal
entity requirements.

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS 10
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e Gap identified: Impact of changes in interest rates on US life IAIG results can
be opaque to regulators.

e Recommendation for GCC: Template should include a ‘sensitivity test’ for life
IAIGs to provide a description of an interest rate scenario and the
corresponding impact on their GCC ratio.

5 Supervisory Intervention of US Groups on
Group Capital Grounds

32.The ICS is intended for use as a PCR, which represents the point when supervisory
intervention on capital grounds begins. The |AIS Insurance Core Principles (ICPs)
describe such interventions as covering an informal range of potential measures (e.g.
increased supervisory reporting or extending scope of examinations).' Thus it is
important to keep in mind this concept of supervisory intervention is broader than the
definition reflected in the four prescribed action levels of the US RBC framework.'3

33. Further, under the “indirect approach” described in the ICPs, supervisory powers may
be applied to insurance legal entities in order to address the group-wide risks posed
by other legal entities within the group. Accordingly, this review considers supervisory
intervention as a range of possible measures and at both the group and legal entity
level.

5.1 Review of Existing Tools

34. US state insurance regulators have both qualitative and quantitative authorities at the
group and legal entity level that enable them to take action when the supervisor
determines that an insurer may be in a hazardous financial condition. The objective of
such intervention is to remedy the hazardous condition and limit potential adverse
implications for policyholders and creditors. If a hazardous financial condition
progresses to rehabilitation, or ultimately insolvency where rehabilitation is not
possible, policyholders remain protected through the state guaranty system, which
provides many of the benefits that would otherwise have been provided by the
insurer.

35. Atthe legal entity level, the Hazardous Financial Condition Model Regulation, adopted
in each state pursuant to the NAIC Accreditation Program, provides state insurance
regulators with authority to intervene on capital grounds even in the absence of a
breach of minimum capital requirements. Legal entities report financial information
under Statutory Accounting Principles (SAP) on a quarterly and annual basis, with more
frequent reporting at the discretion of the Commissioner based on the insurer’s
financial condition and potential risks to policyholders. This reporting includes RBC

2 Further examples are listed in the guidance of Insurance Core Principle 17.4.9. https://www.iais.org/icp-
online-tool/
'3 https://content.naic.org/insurance-topics/risk-based-capital
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36.

37.

38.

and the Financial Analysis and Solvency Tools (FAST) scoring system. FAST functions
as an early warning regulatory tool, enabling supervisory intervention prior to a breach
of RBC thresholds. FAST includes other regulatory tools such as, Insurance Regulatory
Information System (IRIS) ratios and the Insurer Profile Summary.

For insurance groups, including IAIGs, additional regulatory standards apply under
the Insurance Holding Company System Regulatory Act, which has also been adopted
by all states as part of the NAIC Accreditation Program. These requirements extend
beyond legal entity supervision and include reporting on the group capital structure,
consolidated financials, and transactions between insurers and their affiliated entities.

Additional group level reporting requirements include the GCC, ORSA report,
Enterprise Risk Reporting, Change in Control reporting and Holding Company
Disclosures. Statutory requirements also govern intra-group transactions and impose
limitations on dividend payments.

Life IAIGs are also subject to the Liquidity Stress Test (LST) which is conducted at both
the material legal entity level and at the holding company level. Introduced in 2020,
the LST has been adopted by 35 states, including all states serving as group-wide
supervisors of an IAIG. The LST provides state insurance regulators with an additional
perspective beyond capital calculations by assessing the adequacy of a group's assets
under stressed liquidity scenarios. The test evaluates liquidity impacts across a range
of stress scenarios and timeframes to identify potential liquidity gaps requiring
supervisory attention.

5.2 Consideration of Comparability Assessment

39.

40.

41.

42.

NATIONAL ASSOCIATION OF INSURANCE COMMISSIONERS

The comparability assessment considered whether the AM would trigger supervisory
action on group capital adequacy grounds under similar conditions over the business
cycle as compared to the ICS. Scenario data were collected using the Provisional AM
and the ICS as calculated using the standard method.

The primary trigger considered was the point at which an IAIGs solvency ratio falls
below 100%, although the role of other supervisory tools was also considered. The
analysis found that the Provisional AM produced similar triggers for US non-life IAIGs,
but there were inconsistencies for US life IAIGs, including scenarios where a breach of
the ICS was not accompanied by a breach of the Provisional AM.

The analysis further observed that, in extreme scenarios (i.e. where a solvency ratio
approaches 100%), Provisional AM and ICS ratios tended to converge, partly due to
the additional impact of the AM’s limit on the recognition of financial instruments.
Nevertheless, some scenarios remained in which a breach of the ICS would not have
resulted in supervisory intervention under the Provisional AM.

The AM is constructed as an aggregation of local requirements with an adjustment at
the group level for financial instruments. As a result, an AM ratio for an IAIG's insurance
operations cannot fall below 100% unless at least one legal entity within the group has
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a ratio below 100%.' Therefore, a breach in the AM ratio would typically be
accompanied by supervisory intervention in at least one legal entity, and under the
indirect approach to supervision, this constitutes intervention on group capital
grounds.

43. The concern, therefore, arises in circumstances where each legal entity within the AM
maintains a ratio above 100%, meaning no entity level intervention occurs, while the
ICS ratio falls below 100%. This situation can be reduced to two (possibly overlapping)
possibilities.

44. One possibility is insufficient prudence in the legal entity level capital requirements
such that the intervention threshold for at least one legal entity is less conservative
than that implied by the ICS. This concern was most prominent when comparing the
AM with the ICS standard method used in the comparability assessment. The ICS
standard method represents a single methodology applied across multiple types of
insurance products.

45. However, legal entity level scalar calibration analysis conducted during the IAIS AM
data collection indicated that the calibration selected for the AM (and now
implemented in the GCC) corresponds to the methodology that was set at the average
calibration of the ICS." Moreover, the ICS framework for use as a PCR allows the use
of “Other Methods,” such as regulator approved internal models, to determine capital
requirements. The ICS Economic Impact Assessment concluded that the adoption of
such models may contribute to a more precise risk measurement and reduce
procyclicality relative to the standard method used in the comparability assessment."
While these approaches follow different processes, legal entity level capital
requirements ultimately reflect a regulator approved and more tailored view of risk.

46. A second possibility arises in extreme stress scenarios, where both the AM and ICS
available capital decrease significantly, yet the AM ratio is above 100% while the ICS
ratio falls below 100%. This was one of the principal examples of divergence identified
in the scenarios analyzed during the comparability assessment.

47.In such situations, the decline in AM available capital may also reduce the limit on the
recognition of financial instruments within the AM calculations. Following
implementation, supervisory responses to such changes in the AM ratio would be
covered by Procedure 5 of the GCC Lead State Procedures, which directs regulators
to consider the “need for company discussions for reduction in risk” when there is a

4 The AM includes an aggregation of non-insurance entities, which are not regulated in the same manner as
insurance entities, and recognizes capital instruments that are subject to certain limitations and typically
held at the holding company level. The ICS uses a similar aggregation-based approach for non-insurance
entities. The comparability assessment found that the AM limitations on the recognition of capital
instruments were more conservative in stressed scenarios. As a result, no potential gap was identified.

S This is the “Reverse Engineered ICS” method.
https://content.naic.org/sites/default/files/national_meeting/Materials%20-
%20AMIWG%20Summer%20National%20Meeting%20081125.pdf

18 Paragraph 54. https://www.iais.org/uploads/2024/12/ICS-economic-impact-assessment-report.pdf
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meaningful decrease in the GCC ratio. This type of supervisory engagement aligns
with the forms of intervention described in the ICPs. Providing greater clarity in these
standards and guidance could help further convergence of outcomes.

¢ Gap ldentified: The NAIC Financial Analysis Handbook procedures call for
regulators to “consider the need for company discussions for reduction in risk”
when there are “meaningful decreases in GCC ratio”. More clarity is needed on
potential content of these discussions and the ratio(s) at which they would
apply.

¢ Recommendation for GCC: Update “Procedure Step 5” of the GCC Lead State
Procedures with examples and principles that describe how GCC ratios could
inform discussions of group capital adequacy of IAIGs.

6 Reporting and Disclosure Requirements

48.The comparability assessment noted evidence of the US commitment to meet
ComFrame public disclosure and supervisory reporting requirements. In the AM
documentation, the US provided assurance that:

e Results of the implemented capital standard - including, but not limited to, the
reporting template, available capital and required capital - would be reported
to the group-wide supervisor.

e Documentation of the capital standard - including specifications, reporting
template, scalars, and related materials - would be publicly disclosed and
updated as required under ComFrame.

e Once introduced in ComFrame, IAIG capital reporting to group-wide
supervisors and public disclosure requirements, including requirements
relating to content, granularity, and reporting frequency, would also apply to
the final version of the AM.

49. Results of the implemented capital standard - specifically the GCC - are already
reported to supervisors. In addition, documentation of this standard, including
specifications, reporting template, and scalars is publicly available on the NAIC
website.”

50. The IAIS is continuing to develop ComFrame reporting requirements. A review of
recent developments in this area, and consideration of how existing US tools may be
applied to meet these requirements, is provided below.

7 The GCC Instructions (i.e. specifications) and template are updated annually in the “Documents” section
of the site. Scalars are included in the GCC template. https://content.naic.org/committees/e/group-capital-
calculation-wg
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6.1 Developments Subsequent to Comparability Assessment

51.In November 2025, the IAIS released a public consultation on ComFrame related
supervisory reporting and public disclosure standards.'® The proposed draft
standards specify content and granularity that are specific to a consolidated
implementation of the ICS. As a result, they include elements - such as a consolidated
balance sheet - that would not be possible using an aggregation-based framework.

52.The consultation also recognizes that the AM and the consolidated standard
described in the ICS Level 1 document is different than an implementation in the US
via the AM. The treatment of the AM is addressed through a proposed addition to the
ComFrame Assessment Methodology. This proposed text would precede the
standards themselves and be included in paragraph 47 of the ICPs. This will apply not
just to the assessment of reporting but to all parts of an implementation assessment
of the AM.

e "Additionally, the Insurance Capital Standard (ICS) is subject to a specific
implementation assessment methodology, taking into account the quantitative
nature of the ICS. The ICS implementation assessment methodology also
covers the ICS-related ComFrame standards in ICPs 9 and 20 related to
supervisory reporting and public disclosure. The ICS implementation
assessment methodology also sets out how the specificities of the Final US
Aggregation Method as the US implementation of the ICS should be
considered in the ICS implementation assessment.” [emphasis added]

6.2 Review of Existing Tools

53. US insurers are subject to supervisory reporting and disclosure requirements at both
the group and legal entity level. At the group level, the GCC, ORSA report, Enterprise
Risk Reporting, Change in Control reporting, and Holding Company Disclosures are
reported to the group-wide supervisor.

54.There is more granular reporting and disclosure at the legal entity level. The NAIC
Annual Statement is a public report containing comprehensive financial information,
including a statutory balance sheet and detailed schedules (e.g. investments, loss
exposures, and other financial data). This statement serves as the primary source of
data for solvency monitoring tools, including the RBC. The results of the RBC
calculation are included in the NAIC Annual Statement, while more detailed
information on the RBC calculation is provided to supervisors on an annual basis.

e Possible Gap: ComFrame reporting and disclosure requirements will be
finalized in Q4 of 2026 following consideration and potential revisions based
on public consultation comments. Implementation would need to consider
what is possible in an aggregation-based construct (compared to the

18 https://www.iais.org/2025/11/public-consultation-on-ics-related-comframe-standards/
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consolidated balance sheet construct of the ICS) as well as appropriate for the
US regulatory approach.

e Recommendation [for AMIWG]: After the finalization of the relevant
ComFrame requirements, AMIWG should develop options for how ComFrame
public reporting requirements could be implemented. Consideration should
be given to factors such as the outcome to be achieved, reliance on existing
legal entity level reporting and information needed to aggregate legal entity
results across the IAIG.

/ Summary

55. This review finds that the US group capital solvency framework overall provides a
robust and credible foundation for an aggregation-based implementation of the ICS.
The existing framework captures the relevant risks and supports effective supervision
at both the group and legal entity level. Targeted adjustments and refinements will
help ensure convergence of outcomes with the ICS.

56.The areas for work identified in the comparability assessment can be addressed
through refinements to scalars, improved transparency regarding sensitivity to interest
rate changes, and clearer articulation of how existing supervisory tools are applied on
group capital adequacy grounds.

57. The resulting recommendations will be incorporated into a document supporting the
Final AM as the US implementation of the ICS. Recommendations relating to the GCC
and ORSA will be referred to NAIC's Financial Condition (E) Committee.
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