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DISCLOSURE STATEMENT

An NAIC designation for quality (NAIC Designation), the Unit Price of a security or a classification
of a security 1s produced solely for NAIC members who should interpret the designation for quality,
the Unit Price or the classification decision in the context of the NAIC Financial Conditions
Framework, a member’s state insurance laws and regulations, and the regulatory or financial
solvency profile of a specific insurance company.

While NAIC members are the officials responsible for state insurance regulation, and while the

NAIC as an association works to express regulatory consensus on issues pertaining to insurance
regulation, the NAIC SVO staff has no statutory or regulatory authority.
Because an NAIC Designation, Unit Price or a classification are not produced to aid the investment
decision-making process, they are not deemed to be suitable for use by anyone but NAIC men‘ers.

NAIC Designations are not intended to be and should not be used as if they were the \
equivalent of the ratings of nationally recognized statistical rating organizations or ot :

o au

organizations whose ratings are intended to be used by investors as predictive opinions
risk.

improper and is not authorized by the NAIC. \
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NOTICE

Users of this Manual are advised that valuable, up-to-date information is available to them in the
“How to File Securities with the SVO” class presented by the NAIC Education & Training
Department. For more information, please call 816-783-8200, email education@naic.org or visit

www.naic.org/ education home. him.
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RECENT CHANGES TO THE PURPOSES AND PROCEDURES MANUAL
OF THE NAIC INVESTMENT ANALYSIS OFFICE

NOTE: This section identifies amendments to this Manual adopted by the Valuation of Securities
(E) Task Force in 2018. Amendments made in any given year are deemed to be guidance applicable
to insurers for reporting in that year-end. The date on which an amendment was adopted is shown
below to facilitate research by interested persons on the topic in or issues raised by the amendment
in the NAIC Proceedings. NAIC Proceedings capture and preserve the minutes that document
deliberations, the issues that were discussed and the material that was considered during such
deliberations of the various NAIC committees, task forces or working groups. Prior to their

publication in this Manual, at year-end and as of December 31 of that year, all amendments to the Q

Manual are published within days of their adoption on this SVO web page maintained for the Task

Force: www.naic.oro/ cmte e _vos.him. O

= Policy Statement — Principles for NAIC staff on coordination of the work of the St

Accounting Principles Working Group (E) and the Valuation of Securities (

Force — The policy, which was added to Part One, Section 2, provides a frame

coordination between the NAIC credit assessment and statutory accQugbi
frameworks. Consistent with that objective, it is published as part of this
the NAIC Accounting Practices and Procedures Manual. The policy makes ¢
Designations (whether assigned by the SVO or derived by the SVO fro,
CRPs under filing exemption) is limited to that, if any, specifged 4
Accounting Principles (SSAP) and cannot be derived or implieg
Obtaining an NAIC Designation or an NAIC credit rating f¢ G
statutory accounting posture or status of the investmegnt; off{th al or quarterly statement
reporting schedule, or override other SSAP guidance ggguitcd foglthe investment to be an
admitted asset.

The V aluation of Securities (E) Task Force adopted M Lebruary 8. 2018.

®= Modernize the Credit Assessment Pgicedure Applicable to SCA Investments — The
phrase SCA stands for “subsidiary, contro nd affiliated” and refers to entities deemed to be

related parties under statuto u1 nce. The Manual contains a procedure to be
1 U

applied by the SVO to asses
published in Part Three, #7ed to align it with NAIC statutory accounting

ure, the SVO is first required to determine whether an

SCA debt or preferr
complexity and purposg liki

a basis to assume
between u 1atQl
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NAIC Designation if it concludes that the SCA investment was not like those between unaffiliated
persons. The procedure also contains a process for an insurer to request that the SVO consider
whether it is possible to develop a methodology specific to the transaction.

The Valnation of Securities (I5) Task Force adopted the amendment on March 25, 2018.

Simplifying Amendments — In partial response to concerns that this Manual was becoming
unwieldly and unnecessarily complex, the SVO formulated a series of proposed amendments
whose common goal was to unite filing instructions and documentation instructions housed in
Part Two, with applicable methodology instructions in Part Three so all guidance applicable to a

security type would be found in one location. The subject matter of the first series of such
“simplifying amendments” are identified below. * O

The Valuation of Securities (EE) Task Force adopted simplifying amendments for: Power Generation; )W ori
Capital Finance Investments; Credit Tenant 1oans; Structured Transactions; Post-Defanlt Securities; 116

Capital Companies and 1 ottery Securities on March 25, 2018. 0

Definition of NAIC CRPs is Amended — CRP stands for “credit
definition of NAIC CRP was modified to reflect that H.R. Ratmgs
recognized as an NRSRO in additional categories of rating activity. Infc

CRPs and to the related issue of filing exemption is contain
Part Three, Section 1 b).

The Valnation of Securities (E)) Task Force adopted the amendmentfelar R. Ratings de Mexico on
March 25, 2018. ¢

Simplifying Amendments — A second series & ing amendments” (amendments to

unite filing instructions and documentation instru oused in Part Two with applicable

methodology instructions in Part Three) wgPadopted as'discussed below.

The Valuation of Securities () Task Force ady
Sovereign and Supra-Nationals; Prgferredstock
on June 11, 2018 and a simplifyiia

simplifying amendments for: Catastrophe-1inked Bonds;
overnment Securities and Military Housing Securities

CA Investments on July 12, 2018.
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Adopted a policy framework for the Filing Exemption Procedure — In 2017, the VOS/TF
drafted 2 memorandum in which it identified policy objectives for the decision to transfer the
administration of the filing exemption process to the SVO. The VOS/TE adopted the
memorandum and based the decision to have the SVO administer filing exemption on the
policies in the memorandum. However, those policies were not expressed in this Manual in

2017. An amendment to Part One, Section 2 ¢) incorporated the policies into this Manual.

The Valuation of Securities (I5) Task Force adopted this amendment on June 11, 2018.

Definition of NAIC Designation is amended to incorporate a new NAIC Designation
Category — The NAIC Capital Adequacy (E) Task Force intends to increase the number of risk-
based capital (RBC) factors for bonds to 20 based on credit rating default probabilities of NAIC
CRPs. The NAIC Designation Category provides the framework for the assignment of P&

Categories would only be used for RBC purposes. NAIC Designations (N
NAIC 6) would continue to be used for statutory accounting, investmen

purposes. Changes required by this amendment were made to Part, O @
Section 3 b); Part Two, Section 1; and Part Three, Section 1 b).

The Valuation of Securities (IZ) Task Force adopted this amendment on June 11 78\

X

Definition of NAIC CRPs is amended — CRP sgnds O it rating provider.” The
definition of NAIC CRP was modified to include Afﬁ]iat% nafiied Nationally Recognized

Statistical Rating Organization (NRSRO). Such Ad art@lentified on the NRSRO’s Form
SROs are subject to the same
regulation as the named NRSRO and, therefor&ghey are ginsidered to be NAIC CRPs. NAIC
CRPs are vendors of credit rating services. The
NAIC CRPs to produce NAIC Designatiq
credit ratings under filing exemption. Infd

of filing exemption is contained in P

The Valnation of Securities (E) |
CRPs on June 11, 2018.
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The Large Company Standard of Swiss GAAP FER was added as a National Financial
Presentation Standard — The Large Company Standard of Swiss GAAP FER was added to the
National Financial Presentation Standard component of the NAIC’s definition of “Audited
Financial Statement.” Other NFPSs are identified on the NAIC List of Countries and Associated
National Financial Presentation Standard which is published in Part Two, Section 7 ¢). The
amendment permits an insurer to file a security with the SVO with Audited Financial Statements

prepared in accordance with The Large Company Standard of Swiss GAAP FER without a
reconciliation to US GAAP. This Manual identifies information to be filed as part of an Audited
Financial Statement under the Large Company Standard of Swiss GAAP FER.

The Valunation of Securities (I5) Task Force adopted this amendment on August 5, 2018.

The List of Broker-Dealers Eligible to Act as Custodians of Insurance Company Agsets
was deleted — The List of Broker-Dealers Eligible to Act as Custodian for Insurance Gom

Assets was added to this Manual effective December 31, 2005. It permitted broker-de at
met minimum criteria identified in the NAIC Mode/ Act on Custodial Agreements and
Clearing Corporations (#295) and the NAIC Model Regulation on Custodial Agreements

application with the SVO and because NAIC staff indicated that th@pMo€
Financial Condition Examiners Handbook provide the necessary guid 0
departments. The List was deleted from Part Six, Section 4.

The Valuation of Securities (E) Task Force adopted this amendment on Ay

I in 2008 for this Manual
stablished a framework for

at led to the creation of the SVO
instructions be deleted from this

Changes to the valuation rules and procedures adogéed b

Valuation Instructions were deleted and the SVO’QV 1 Fihction was eliminated —
y V
C

and to the statutory accounting guidance i
determining fair value) provide for the regulé

the AVS+; delete the valuation mission from
ffecttve December 31, 2019, certain Administrative

d delete effective 2018 conventions from Part One,

Section 3 b) (vi) and the UP inistrative  Symbol and procedure from Part One
Section 3 f) (1); modt t One, Section 3 e), Part Two, Section 1 and Part Two, Section 2;
delete valuation procedur om Part Two, Section 10 ¢) and the valuation instructions and

December 31,2018



®= The Modified Filing Exemption procedure was deleted — Modified Filing Exemption
(MFE) is applied by insurers to loan-backed and structured securities (LBaSS) that are not
subject to financial modeling and that are assigned NAIC CRP credit ratings. MFE was adopted
by the Task Force in 2010. Deletion of MFE eliminates paragraph 26 (b) of Szatement of Statutory
Accounting Principles (SSAP) No. 43R—1I_oan-Backed and Structured Securities and text in Part Seven
Section 6 a) (1if) (A) and Part Seven, Section 6 a) (iif) (C). The deletion of paragraph 26 (b) means
insurer valuation calculations would be based on paragraph 25, which bases the valuation
method strictly on the NAIC Designation assigned to the LBaSS. This change to SSAP No. 43R
1s effective as of March 31, 2019; however, early adoption is permitted

The Valuation of Securities (IZ) Task Force adopted this amendment on October 11, 2018.

= The description of financial modeling in Part Seven of the Manual was moved — The’ -O

technical and high-level narrative description of the financial modeling process was mo o
Part Seven, Section 6 a) to the website maintained by the NAIC Structured Securiti

(SSG). The website is identified in Part Seven, Section 6 a) (ii1) (C) (ii).

The Valnation of Securities (I5) Task Force adopted this amendment on November 16, 2018,

4

= The description of SVO operations was expanded — Part One, Secig

amended to
include administration of filing exemption as an ongoing SVO, ass, inistration of
filing exemption became an SVO assignment in November new assignment is

reflected in a new subparagraph (vi).

The V alnation of Securities (F) Task Torce adopted this amendaggnt o 16, 2018.

from the Manual — The deletion
es for different investment types in
deleted clause provided that if a filing
, the insurance company is to submit a completed

the NAIC CRP rating. The clause was deleted
i for filing exempt securities at all times in an
e obtained from NAIC CRPs via electronic data
via electronic data feeds or PDF files for securities

= Old filing and documentation instructions
mnvolved a single clause inserted in text describing
Part Two, Section 10 and Part Two, Section 11.
exempt security has to be filed with the

securities acquisition report and evidence
because the SVO produces
automated process in which
feeds for publicly rated securi
subject to private rating letter.

The V aluation of Securities

Task Force adopted this amendment on November 16, 2018.
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=  SVO notching guidance was modified — The recently adopted NAIC Designation Category
(discussed above) contains its own notching convention; i.e., seven notches for NAIC 1 marked
1A through 1G, five for each of NAIC 2 through NAIC 5, and none for NAIC 6. The notches
be assigned RBC factors. The amendment aligns SVO notching guidance to this new framework
and deletes a description of internal symbols (plus and minus). The deleted text explained that
when notching, credit risk SVO would consider each NAIC Designation to consist of three
implied quality segments: a higher quality segment (expressed with the NAIC Designation
modified with a plus symbol); a middle quality segment (expressed with the NAIC Designation
without a symbol); and a lower quality segment (expressed with the NAIC Designation modified
with a minus symbol). These symbols do not have any regulatory significance. Notching Q

guidance is contained in Part One, Section 3 b) (iv).

The Valuation of Securities (I5) Task Force adopted this amendment on Novenber 16, 2018.
\ 4

=  NAIC Standard Procedures for Amending Manuals/Handbooks replaced the &
process to amend the Manual — The procedure for making changes to this Manti§ wa
e

Part One, Section 3 k) and Part One, Section 3 ocess used by the SVO to
produce the quarterly SVO List of Investment e cottents of which are published in
the NAIC AVS+ database on a quarterly bas
owned by insurers with their (official) assign Designations. NAIC reinsurance
standards, including but not limited to the YJAIC Creditjor Reinsurance Model 1aw (#785) and the
NAIC Credit for Reinsurance Model Regulgan (#786), tefer to the SVO List of Investment
tions) for the use of securities on the List as

=  SVO Compilation Instructions were amended — S\%)xati instructions, contained in
Sl ¢ pr

identifies all securities reported as

\

Securities and provide (under differcagufor

collateral in reinsurance transgetion endment clarifies that securities on the List are
stand-alone investments; tha | he reinsurance guidance is the right the owner of
such a security has to the ca owtd to the insurer by the obligor; that the stand-alone

ombined broader reinsurance arrangement cannot be assumed or

security on the List w
presumed to constitute teral under NAIC Standards simply because the stand-alone security

1s on the List given th of a security as reinsurance collateral is not determined by the

ask Force adopted this amendment on November 16, 2018.
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Credit substitution methodology was modernized — General narrative text for this
investment activity was replaced with an analytical framework consisting of filing instructions,
documentation requirements, definitions, analytical criteria and methodology. The methodology,
which is published in Part Three, applies in transactions where a third party enters into an
unconditional and legally enforceable promise to pay the investor the money and make other

performance due to the investor from an unrated or lower rated obligor. In these cases, the
NAIC Designation is based on the credit quality of the third party.

The Valuation of Securities (I5) Task Force adopted this amendment on November 16, 2018.
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AMENDMENTS TO THE P&P MANUAL EFFECTIVE IN 2019

The following amendments were adopted by the VOS/TF in 2018 to be effective for year-end
2019. These amendments will be reflected in the July 1, 2019, and will be published in the
December 31, 2019, Manual.

The Administrative Symbols RP or P and a related methodology was deleted. The
deletion follows adoption of the February 28, 2018, Blanks Proposal and Interrogatory that
replaced the SVO methodology with an instruction that the insurer aggregate the amount of
such securities on a specified line.

amendment is eftective December 31, 2019, and will not appear in this Manual until then.

The Valuation of Securities (E) Task Force adopted this amendment on Angust 5, 2018. However, the :

The Valnation of Securities (E) Task Force adopred this amendment on Septentt @ effective
December 31, 2019. *

The Administrative Symbol NR was modified to ND. T

which means “Not Rated” was changed to ND, which means & ated” to align with

NAIC terminology and avoid the technical and legal meanin ino “tnder federal securities
law.

The Valuation of Securities (E) Task Force adopted this ga ber 16, 2018. However, it will
not be possible to implement changes 1o electronic processeg S-e1iy2019.
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Part One

Purposes,

General Policies and

Instructions

to the SVO Section 1.  About the NAIC
SECTION 1. ABOUT THE NAIC

a) The NAIC
The National Association of Insurance Commissioners (“NAIC” or
“Association”) traces its origin to 1871. The NAIC is a not-for-profit corporation
whose members are the commissioners, directors, superintendents and other state
officials who regulate the insurance business within the 50 states, the District of
Columbia and the four U.S. territories. The purpose that the members of the
Association seek to advance is the promotion of uniformity in their regulatory

efforts. The NAIC 1s not itself a regulatory entity.
The 56 members of the Association are supported by the Executive Headqudpters,

which maintains offices in Washington, D.C., Kansas City, Mo., and N
N.Y. Committees composed of NAIC members conduct the work the
e

Association.

Prior to regularly scheduled tri-annual meetings, regulatory and inis
issues are assigned to expert groups of NAIC members for cogsi ;
recommendation. Progress on assigned work 1s reported t&

committee system at the tri-annual meetings until the gat

without action or sent to the plenary session for co i the entire
membership. If adopted by the Plenary, the r men&®tion becomes
Association policy, reflecting national regulato ons s and serving as
guidance to state insurance departments and sta is

The NAIC is the US. standard-settif an ry support organization
created and governed by the chief insur: re s from the 50 states, the

District of Columbia and five Through the NAIC, NAIC
regulators, establish standards and

and giordinate their regulatory oversight.

Members, in their capacity as sfite insurand
best practices, conduct peer revit
NAIC staff supports these efforts a presents the collective views of state
regulators domestically and@nternationally. NAIC members, together with the
central resources of the N form the national system of state-based insurance

regulation in the U.S.

b) T
The NAIC has
provide ja sound emf

d the SVO Staff Function
d'that credit quality of insurance company investments

scal anchor for certain regulatory functions related to
financial §&ency regulation.

The 13 ulates and implements NAIC’s credit assessment and related
poli
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Part One

Purposes,

General Policies and

Instructions

Section 1.  About the NAIC to the SVO

The SVO 1s the professional staff of the VOS/TFE responsible for day-to-day
credit quality assessment of securities owned by state-regulated insurance
companies. The SVO also performs such other duties as are specified by
VOS/TE.
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Part One

Purposes,

General Policies and

Instructions

to the SVO Section 2. Policies Defining the SVO Staff Function
SECTION 2. POLICIES DEFINING THE SVO STAFF FUNCTION

a) Directive to Conduct Ongoing SVO Operations
The SVO shall conduct the following ongoing operations:

(1)  Analysis of credit risk for purposes of assigning an NAIC Designation.

(i)  Identification and analysis of securities that contain other non-payment risk
and communication of this information by assignment of the NAIC
Designation subscript to such securities.

(i) Other analytical assignments requested by the VOS/TF or members of the

regulatory community; in accordance with the directives, procedures and
general methodologies described in this Manual. &

(iv) Compile and publish the AVS+ Products in accordance with insfgucti
in this Manual.

(vi) Administer the filing exemption for insurer-owned securities

assigned publicly available credit ratings and the verification
securities whose credit rating is communicated to the issuer frate
rating letter.

b) NAIC Policy Statement on Coordinatg f counting
Practices and Procedures Manual and the Pu '& Procedures
Manual of the NAIC Investment Analysis Offi

The purpose of this policy statement is to i coordination and
collaboration between the Securities Valuatio fice ) and the Statutory
Accounting Principles (E) Working Grgup q roup) support staff, the
relationship between the Purposes and Pri Magal of the NAIC Investment

b wo Practices and Procedures Mannal

uation of Securities (E) Task

nd distinct process from the determination of
eporting under the AP&P Manual. The manner in
which an peftation is used within statutory accounting guidance is
limited to tha@if any, specified in a Statement of Statutory Accounting
and cannot be derived or implied by language in the
P ual. Obtaining an NAIC designation does not change an
e applicable SSAP, annual or quarterly statement reporting
e, or override other SSAP guidance required for the investment to
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be an admitted asset. There are limited instances in which a SSAP
specifically identifies, within its scope, the inclusion of specific SVO-
Identified investments. The SVO review required for an investment to be
included on an SVO listing is a separate evaluation process that focuses on
the structure of the investment. This process is distinct from the SVO’s
assessment of an investment’s credit risk, which results in a NAIC
designation. As stated in the Statutory Hierarchy, Section V of the
Preamble, the AP&P Manual is the highest level of authoritative guidance.

(i)  Sources and Application of Statutory Accounting Guidance

The authority to determine and interpret existing statutory accounting
guidance in, or to develop new statutory accounting guidance for, ghe

AP&P Manual, is a charge assigned by the Financial Condi
Committee through its Accounting Practices and Procedures
Force to the Statutory Accounting Principles (F) Working Gro
application of statutory accounting guidance to any specific Tlt
asset to determine its status under the AP&P Manuyal is

the insurance company and its management. The std
final authority with respect to statutory accounting

Deviations from the authoritative guidance in 8
Hierarchy are reflected as a permitted or prigges racticc.

(1) Impact on SVO Operations x
Because SVO analytical determinatio it quality do not convey
opinions, conclusions or infofatio onfint relative to statutory
accounting status, the SVO g & AIC designation to any
obligation or asset that is £ asurg)s provided that its credit quality
can be assessed consistefi
in the P&P Manual.

olices and methodologies specified

and  Statuto

(iv)

Communication Coordind¥ion Between  SVO

Working Group Staff

een the SVO and the Statutory Accounting
roup support staff functions.

relevant developments in the areas assigned to support
ff of both groups.
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. Maintain an ongoing dialogue relative to obligations and assets filed
with the SVO, including communications about new types of
obligations or assets filed with the SVO and their likely treatment
under existing investment-related SSAPs.

. Maintain an ongoing dialogue relative to new obligations or assets, in
which no statutory accounting guidance exists, or uncertainty exists
about how current statutory accounting guidance applies to features
or characteristics of the obligation or asset.

. Investment Analysis Office IAO) and Financial Regulatory Services
(FRS) staff shall provide notice to, and consult with, each other when
either staff determine that existing technical guidance or procdures
administered by the staff are no longer adequate to secure th@ori

authoritative guidance will be exposed fo
time commensurate with the significa

formal forum for interested parties and s to provide input
and allow for adequate due proce
. In situations in which N V& or FRS) are contacted

ting application, it shall be

directly with questions Qams
ot authoritative and are based
d existing authoritative statutory
and issues can be submitted to the
Statutory  Accounting ciples (F) Working Group for
consideration, gl detailed in the NAIC Policy Statement on Statutory
i s Maintenance Agenda Process.

accounting guidance.

Accounting

vion of the Filing Exempt Process

the composition and risk of the filing exempt securities
ion; promote uniformity in the production of NAIC Designations,
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reduce reporting exceptions for filing exempt securities and increase the
efficiency of this NAIC process, the SVO and SSG (hereafter, the IAO) is
charged with administration of the filing exempt process defined in

Part Three, Section 1 b) of this Manual.

@) Directives
The TAO shall:

s Recommend improvements to the production of NAIC Designations
based on NRSRO credit ratings.
. Identify monitoring and communication procedures that enhance the O

possibility of regulatory intervention by the VOS/TE to respafpd to

risks to insurer solvency posed by securities in the filingpex
population.
. Identify and develop correctives to the administrative, off§gatio
e

ing t

and system-based causes of reporting exemptions in the

process.

. Change the NAIC Designation equivalent ling
exempt securities when necessary to correc@erro anomaly
that occur in the automated filing exempt prq,

. Develop a staff-administered reporting exggiitions lution process

that incorporates state insurance re insurance companies’

participation.
d) SVO Regulatory Productsg,

(1)  NAIC Designations
The result of SVO’s credi

pn of credit quality by assignment of
eflect the position of the specific
re. Collectively, NAIC Designation,
1) of this Manual, describes a credit

t to the application of Part One, Section 2 h)

gnations express opinions about credit risk except
the NAIC Designation subscript, described in
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investment made by an insurance company to enable the NAIC member’s
department of insurance to determine regulatory treatment.

Credit risk 1s determined by analyzing the information and documentation
provided to the SVO by the reporting insurance company and its advisors.
The SVO does not audit the information submitted and assumes the
information to be timely, accurate and reliable.

The ability of an insurance company to realize payment on a financial
obligation can be affected by factors not related to credit risk or by the

manner in which the repayment promise has been structured.

NAIC Designations do not measure other risks or factors that may’ff ct
repayment, such as volatility/interest rate, prepayment, exteriy
liquidity risk.

An NAIC Designation must be interpreted by the NAIC me 1
context of the NAIC Financial Regulation Standards and editai®n
Program, other characteristics of the investmept,

regulatory status of the insurance company. The rct
analysis, expressed as an opinion of credit quali

Categories as, and for the purposes, discus
of this Manual.

(i)  Other Non-Pavment Risk in Securities

(iif)

The SVO has respogpibility and¥authority to assess securities that are
reportable on Sch e D and Schedule BA of the NAIC Financial
Statement Blan s fore, part of the role of the SVO to determine
12 @ ents or securities are not eligible for reporting on

chednle BA. The SVO may, therefore, be required to
rer tler to redirect a financial instrument or security
O to another schedule. Similarly, the SVO may also be
re d to inform an insurer filer that an instrument filed with the SVO

Part Two, Section 2 a) of this Manual does not meet the

Won of an Investment Security and cannot be assessed as such or that

sociation of Insurance Commissioners 8 December 31,2018
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of a Regulatory Transaction eligible for assessment by the SVO under
Part Three, Section 6 of this Manual. In all cases in which a situation

described in this subparagraph is presented, final determination as to what
statutory accounting and reporting applies to the instrument or security is
made in consultation between NAIC statutory accounting staff and
the SVO.

e) Special Instructions to the SVO

(i)  Authorization to Use Public Information Sources
The staff may consider any publicly available credit, pricing, statistical,
economic or other information relevant to the matter under consid@tionO
and may use such information for the purpose of forming jts
conclusions if the staff has determined that the information&

appropriate level of reliability.

()  Circular Transactions

For purposes of this paragraph, a circular transaction sh to
exist whenever the SVO shall find that the essentia acteristic
of a reported security is that the obligor dependsﬁl ed by an

insurance company to make debt service payme
company and that the interdependency of, the
related transactions and the lack of any a economic dealings
renders the application of the credit ass e valuation techniques
provided for in this Manual ‘naly all aningless and therefore
misleading to NAIC members.

The SVO is instructed tQ a C 6 Designation to circular
; onfirmation of this action to the

department of insurance ©
domicile. The department of 1 afCe may appeal the SVO decision to an

(iif)

ities are defined as a type of convertible bond
or conferti d stock that has a required conversion or
ther on or before a contractual conversion date, the
holder must ert the mandatory convertible bond or preferred stock
i e underlying common stock. Mandatory convertible securities are
not a NAIC Designations or Unit Prices by the SVO. Prior to

siofl, insurers shall report mandatory convertible securities in
% nce with the SSAP of the current nature of the investment

© 1990-2018 Natio sociation of Insurance Commissioners 9 December 31,2018



Part One

Purposes,

General Policies and
Instructions

to the SVO

Section 2. Policies Defining the SVO Staff Function

(tv)

(i)

(i)

)

(e.g., SSAP No. 26R—DBonds or SSAP No. 32— Preferred Stock). Insurers
should also report an NAIC Designation in Schedule D, which they can
self-assign or determine in accordance with the filing exempt rule discussed

in Part Three, Section 1 b) of this Manual. Please refer to paragraphs 2, 10
and 20 of SSAP No. 26R for further guidance.

Clarifying Instruction for Unrated Hybrid Securities
An unrated hybrid security is filed with the SVO for an NAIC Designation,

but the insurance company reports the hybrid security as a bond pursuant
to NAIC Annual Statement Instructions using the NAIC Designation
assigned by the SVO. Please refer to the NAIC Annual Statement
Instructions, Investment Schedules, General Instructions for guidan e
the securities that fall within the definition of hybrid securities.

Application of Analytical Instructions
Relationship to Policy

The description of methodologies and

application of those methodolggies anual are general and
mandatory instructions from the tofthe SVO. The SVO shall
have reasonable professionalg erpret how the instructions and
methodologies containeg inual apply to specific securities

how the SVO interprets ins % and methodologies include, but are

not limited to, the ghrms of iddividual securities, unique features or
characteristics of ities, legal or regulatory issues associated with
structured trangggl ssuer’s industry, the introduction of a new

ss and NAIC regulatory objectives.

in standard undergraduate and graduate business school financial
curriculum and any analytical technique otherwise widely or
sed by lending officers, securities professionals, credit rating
, valuation professionals, statisticians or members of other similar
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professions, despite the lack of an express authorization to use the
technique in this Manual.

(iv) Updating Instructions and Methodologies
The SVO shall have ongoing professional responsibility to advise the

VOS/TF of developments that may suggest the need for the NAIC to
develop regulatory policy for new or existing investments or the need for
the NAIC to amend or provide for additional instructions and/otr
methodologies.

g) SVO Responsibility for Investment Risk Analysis of New

Financial Products &
The SVO has responsibility for assisting NAIC members and individual gtate
assess investment risk in new securities and financial products. The SVO exGsi
this responsibility:

(i)  When requested to do by the VOS/TF, any of its workin
other NAIC task force or working group or any individug
department.

(i) Through the RTAS — Emerging Investment Vcpic
discussed in Part Four, Section 2 of this Manual.

(@) Through ongoing research and analysis activi
broad developments in the capital markets a
new classes of securities that insurance cogagant

(iv) By providing biannual or more, freqfnt rts to the VOS/TE on
innovative structures filed by insuganc® comganies and the risks they

contain.
(v) By sharing informatio hrdtigh interaction with market

participants with the VO

h) Process for Placing ities Under Regulatory Review;
When Analytical InstrfiCtions Are Insufficient or Inadequate

(1 Notice

tpty inform the Chair of the VOS/TF of his or her
or other developments; the aspects of a new or
WNcial instrument or analytical situation, requires the
te new financial solvency policy or develop new or
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(i) Deliberation

The Chair shall call a meeting of the VOS/TF to consider and discuss the
SVO report and the issues it presents and to consider how to proceed.
If the VOS/TF determines that the nature of the security and/or the issues
raised by the SVO requires formulation of new policy or regulatory
instructions or the development of new or additional instructions and/or
methodologies, the VOS/TF shall consider whether to declare the security
or financial product to be under regulatory review.

On its own initiative or at the direction of the NAIC Executive (EX)
Committee, the Financial Condition (E) Committee may instruct theO

VOS/TF to place a security under regulatory review. The VOS/TP’

>
on its own initiative place a security under regulatory review as dis "&
this section.

(i) Hearing and Declaration

If the VOS/TF is instructed or if it determines that a securt oulg De
formally declared to be under regulatory review, g d blic

decision.

hearing to discuss the issue and make a formal deglara®

The staff shall cause notice of the determinati o blished to
interested persons and to other NAIC groups gt havi@gurisdiction over
reporting issues, have relevant expertise be affected by the
activities of the VOS/'TF.

(iv) Reporting Framework for Securities Unfer tory Review

Upon a public declaration that “agse 1 der regulatory review,

1§ all report it on the NAIC
adnthistrative symbol NR¥* if the
ment of regulatory policy for the

insurance companies that o

security 1s under review
investment or regulatory rep
policy or with the i1

regulatory review fo@ilevelopment by the VOS/TT of the instructions or

methodologies fQ on by the SVO in its risk assessment.

ar, the VOS/TT will publicly identify which classes
t under regulatory review and therefore eligible to
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(v)  Filing of Securities Under Regulatory Review
Unless the VOS/TF shall provide other instructions to insurance

companies, securities under regulatory review that are otherwise reportable
to the SVO shall continue to be filed with the SVO during the period of
regulatory review.

i) Review of SVO Credit or Classification Decisions
(1)  Requests for Clarification of SVO Decisions
Any insurer that owns a security, for which the SVO has provided an
NAIC Designation or a classification, may request a clarification of the
decision from the SVO. The SVO analyst responsible for the decisio’mayo
respond informally to informal requests for clarification and, in respons
written requests, shall provide as much clarification as possible in ;&
within 10 days after receipt of the written request. Any reply fro e

shall be a confidential communication between the SVO and the ins

(i)  Appeals of SVO Analvtical Decisions
(A)  Condition to Viling of an Appeal
Any insurer that owns a security for which g V formed a
credit assessment or a classification analysfy; m al the SVO
credit assessment or classification, priyi at the¥appeal must be
An

filed within 120 days of the SVO dect surer can ascertain

e
the date of the original SVO deg#®n b essing VISTON and
noting the Review Date shqgyn ¢
of the original decision.

Review Date is the date

B)

rith the SVO 1s accomplished through a computer
VISION computer system of the SVO. See
of this Manual for a more complete description
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This appeal procedure applies only to situations where the SVO has
expressed an analytical conclusion in the exercise of its quality
assessment, credit risk assessment, classification or, valuation
functions. The stated procedure encompasses initial filings, annual
updates and securities not rated by an NAIC CRP.

Securities rated by an NAIC CRP may be appealed only if the SVO
designates securities differently than the NAIC CRP and the SVO
retains responsibility for review of NAIC CRP-rated transactions.

(1) SVO Review of the Appeal
The SVO analyst to whom the Appeal ATE is directed will alert thegyVO

Credit Committee that an appeal of an SVO decision has been made
provide it with copies of the correspondence, documents and in;:)%
at

presented by the insurer as well as copies of the original analysi

to the conclusion appealed from.

meeting, the members of the Credit Committe
decision and the correspondence, documents andgforma@pn presented by
the insurance company. The insurer shall ot of the date of the
meeting, and shall be given the opportunizzto Pisest its appeal in person
to the Credit Committee. .

The Credit Committee is compose o ior staff members whose

o the discussion of the issues
e, persons who did not previously
iginal decision. The original analyst

1s present during all deliberatio $the Credit Committee and participates

in its deliberations byProviding information and responding to questions.

However, the orig nalyst does not vote on nor decide the issues

presented in theg@Bg

After lya ! @

presente thcrance company, the Credit Committee will render a

e correspondence, documents and information

decision withifS0 days of its meeting to consider the appeal. Once the
Committee renders a decision, a representative of the Credit
Com e, which may be the original analyst, is chosen to communicate

151001 to the insurance company or companies that filed the appeal.
has communicated its decision to the insurer, the SVO will
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entertain such further reasonable discussions with the insurer as it shall
deem reasonably necessary to ensure that the Credit Committee has
considered and responded to all of the issues deemed relevant by the
insurer.

Not later than 10 days after the verbal communication of its decision, the
SVO will provide the insurer with a letter specifying whether the SVO has

determined to modify or affirm its previous decision and addressing the
issues posed by the insurer. The letter shall be issued directly to the insurer
that filed the appeal as a confidential communication between the SVO
and that insurer. At the request of any other insurer holding the same
security, the SVO shall provide a copy of the letter to such other insure
(iv) Status of NAIC Designation During Appeal
Untl such time as the SVO Credit Committee determines that evi
credit assessment, classification analysis or valuation should be amt&Qded
and the NAIC Designation, classification decision or price is e e

previous decision of the SVO remains in full force aggl e

(v) Review of SVO Decisions L 4
(A)  Task Force Review for Alleged Violations of Proc r\

(1)  Request for Review

Any insurer that has filed a securt IC Designation, a

classification or a valuation, and igfCon ed"that a decision relative
to the security was not ma@® i afije with the procedures in

this Manual, may requg ler of this concern by the

VOS/TF
(2)  Condition to Reg SVO Remedies
Before making a reques e VOS/TF, the insurance company

must submit a $fitten statement to the Director of the SVO, or to
the person exercising the executive function of the SVO,

whatever itle n used, with a copy to the Chair of the

tten statement must identify the specific procedure
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(vi)

Upon receipt of the written statement, the Director will fully
investigate the assertions and communicate its factual findings back
to the insurance company with a copy forwarded to the Chair of the
VOS/TE within 30 days. Should the result of the SVO investigation
not resolve the factual issues expressed by the insurance company, a
request for further consideration can be made to the Chair of the
VOS/TF. The Chair of the VOS/TF may then choose to review the

matter.

(3)  Basis of Review by the Task Force

If the VOS/TF chooses to review the matter further, its focuﬁs on
determining whether the SVO decision was made in a manner t

inconsistent with the applicable provisions of this ManualS
VOS/TF finds that the SVO decision was made in 2 man

provide the SVO with interpretive guidance respecting
of the applicable language or procedures in
the SVO to reformulate a decision. V'S

Review Timeline

The SVO’s goal is to complete all work on an ggheal arfifggommunicate a

decision to the insurer within 90 days of r to omplete file for the
id

appeal. The time periods for action by th fied in this section

shall not be deemed to restrict the excffise aflagement discretion by

the Director of the SVO as to th’p O spgiition of SVO resources in
AN

the fulfillment of SVO priga tments. Any of the time
periods in this section ma d by@nutual agreement of the insurer
and the SVO or Task Fo

respectivisto the stage of the appeal.
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SECTION 3. INTERNAL ADMINISTRATION

a) General
The staff of the SVO shall be organized in a manner that the NAIC Executive
Vice President shall deem to be the most appropriate and efficient for the
conduct of day-to-day credit assessment operations, consistent with the resources
provided to the office by the NAIC. The staff shall promulgate such internal
administrative procedures, protocols, policies and guidelines, as it shall deem
necessary for the proper execution of its delegated functions. Such procedures,

protocols, policies and guidelines as are promulgated by the staff shall be open to
review and oversight by the VOS/TF. 7S

b) Definiions of NAIC Designation, NAIC Desi \
nd

Categories, Valuation Indicators, Administrative Symbol
Conventions

(i)  Definition of NAIC Designation
NAIC Designations are proprietary symbols that the NAIC usgy to

denote a category or band of credit risk. NAIC Desifgaffons @ produced
for statutory accounting, reporting, state invémere % d other
purposes identified in the NAIC Financial R hdards and
Accreditation Program and/or other NAIC devgiiiped régglatory guidance
embodied in state law.

NAIC Designations are adjusted in with the notching

and (C) below, so that

procedures described in subpara
an NAIC Designation for a givenggcurt
specific security in the issue

NAIC Designations ma
existence of other non-pay the specific security in accordance

with the procedures described 1 oraph (111) and (iv) (C) below.

When applied to pr ed stock the valuation indicator P is placed in front
of the NAIC Daaig to indicate that the SVO has classified the
security a preferred stock. The valuation indicator RP is
AIC Designation to indicate that the SVO has
y as a redeemable preferred stock for the purposes of

=

placed

classified secu
valuation under @AP.
: The instruction in this paragraph will be deleted effective

1, 2019,)
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NAIC 1 is assigned to obligations exhibiting the highest quality. Credit risk
is at its lowest and the issuer’s credit profile 1s stable. This means that
interest, principal or both will be paid in accordance with the contractual
agreement and that repayment of principal is well protected. An NAIC 1
obligation should be eligible for the most favorable treatment provided

under the NAIC Financial Regulation Standards and Accreditation
Program.

NAIC 2 is assigned to obligations of high quality. Credit risk is low but
may increase in the intermediate future and the issuer’s credit profile is
reasonably stable. This means that for the present, the obligation’s
protective elements suggest a high likelihood that interest, principal or

will be paid in accordance with the contractual agreement, but

suggestions that an adverse change in circumstances or economic,
or business conditions will affect the degree of protection and
weakened capacity to pay. An NAIC 2 obligation should

relatively favorable treatment under the NAIC Finaggs

Standards and Accreditation Program.
it risk 1s
of instability.
is means that the

NAIC 3 is assigned to obligations of medium

intermediate and the issuer’s credit profile hgs¥elem
These obligations exhibit speculative el
likelthood that interest, principal or both accordance with

the contractual agreement is reasonable t, but an exposure to

an adverse change in circumstaf@es ic, financial or business
bo

ey should be eligible for less

conditions would create an uncertat e issuer’s capacity to make

timely payments. An NA
favorable treatment und

Accreditation Program.

NAIC 4 is assigned togbligationS®t low quality. Credit risk is high and the
issuer’s credit profi volatile. These obligations are highly speculative,

mancial Regulation Standards and

but currently the dssue

that the lkelih; '
or

with th
Dusiness, financial or economic conditions would

the capacity to meet its obligations. This means

tetest, principal or both will be paid in accordance

eement is low and that an adverse change in
circumst:
agcelerate cre 1sk, leading to a significant impairment in the issuer’s
to make timely payments. An NAIC 4 obligation should be
ingent treatment under the NAIC Financial Regulation

ds and Accreditation Program.
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NAIC 5 is assigned to obligations of the lowest credit quality, which are
not in or near default. Credit risk is at its highest and the issuer’s credit
profile is highly volatile, but currently the issuer has the capacity to meet its
obligations. This means that the likelthood that interest, principal or both
will be paid in accordance with the contractual agreement is significantly
impaired given any adverse business, financial or economic conditions. An
NAIC 5 Designation suggests a very high probability of default. An
NAIC 5 obligation should incur more stringent treatment under the NAIC
Financial Regulation Standards and Accreditation Program.

NAIC 6 is assigned to obligations that are in or near default. This means

made, in accordance with the contractual agreement. An

that payment of interest, principal or both is not being made, or will nox

obligation should incur the most severe treatment er
NAIC Financial Regulation Standards and Accreditation Pro !

(i) NAIC Designation Categories
Upon the determination of an NAIC Designatio

NAIC Designation Categories, as described and €pefin®
this Manual below.

NAIC NAIL
NAIC Designation Designav.on
Designation it Modifier

—_

aju|ulu|slsls]lwlw|wp|oll=] = —=l—] =]~
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NAIC Designation Categories are a subset of NAIC Designations and are
used by the VOS/TF to link the NAIC risk-based-capital (RBC)
framework adopted by the NAIC Capital Adequacy (E) Task Force to the
VOS/TF’s credit assessment process. The NAIC Capital Adequacy (L)
Task Force assigns RBC factors to each NAIC Designation

(1) NAIC Designation Subscript S

(A)  Regulatory Objectives
Regulators attach certain economic expectations to certain of the
terms used to describe securities or financial instruments owned by

insurers and reported as invested assets. This reflects th‘ theO
regulatory objective is to assess the financial ability of an igsure
N
by
ts

pay claims. For purposes of this provision, the regulatory ass

is that any fixed income instrument denominated de
otiginator or issuer requires the issuer to make scheduled pa

ome

instrument denominated preferred stock bygys OF issuer is
that the issuer will make scheduled payments V1 nd return
principal subject to a grant of financial flexi¥ility e 1ssuer to not

pay that is circumscribed by econ s quantifiable in the

context of the issuer’s credit risk profilc.

Any contractual modification offf'th egulatory assumptions is
deemed to create a rebuttghle eregre that the security or
instrument contains a Bon er non-payment risk—albeit

atrac®—that may result in the insurer
with the underlying regulatory
the procedure described in this
to authoie and require the SVO to identify
tain such contractual modifications and to quantify
such contracts will result in a diminution in
surer so this can be reflected in the
assigned to the security through the application of
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(B)  Description of Other Non-Payment Risk
It may not be practical, desirable or possible to specifically define
other non-payment risk given the assumption that it originates as a
result of a contractual agreement or the presence of a structural
element of a transaction that is agreed upon between the issuer and
the insurer. Accordingly, what follows is intended as general guidance
to insurers and others.

Most typically, other non-payment risk has been associated with
contractual agreements between the insurer and the issuer in which
the issuer is given some measure of financial flexibility not to ‘mke
payments that otherwise would be assumed to be scheduled, gi

how the instrument has been denominated, or the insurer S t
be exposed to a participatory risk.

Other non-payment risk differs from the type of issues encoutigpced

bond) or triggers some other specific an
(in the case of other fixed income gfcurit

Using the broad concepts idenggfied™@bovgynon-payment risk may be
present when:

= A reporting insura akes on a participatory risk in the

transaction.

Illustration —
obligation in no

e contract “promised payment of a dollar denominated
. currency but does not require an exchange rate that wonld
cient to buy a defined principal amount of U.S. dollars.
ut risk in this illustration consists of the reporting insurance
of currency risk which may diminish the principal amount of
the Tm . Currency risk here is not related to the issuer’s ability or
pay and therefore is not appropriately reflected in the NAIC
esignation of the issuer or captured by notching for credit risk.
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©

D)

The contract governing the loan provides for a degree of permanence
in the borrower’s capital structure that 1s incompatible with notions
of a loan that is expected to be repaid.

Illustration — A loan stated to be perpetnal and giving the issuer the right fo
miss interest or dividend payments otherwise said to be scheduled where the missed
payments are not required to be paid on a subsequent date.

Illustration — An instrument denominated as a bond but lacking a maturity
date, a mechanism to determine a maturity dates (for example, a mandatory
redemiption) or that states a maturity equal to or exceeding 40 years.

Agrees to an exposure that has the potential to result in a si 3 t
delay in payment of contractually promised interest and/or r
of principal in an amount less than the original investment.

Meaning of the Subscript S Symbol
An SVO determination that a specific security contains r fon-
payment risk is communicated by assigning signation
subscript S to the specific CUSIP and®a
procedure described in subparagraph (i
follows the NAIC Designation as follows:

notching

¢ subscript

Directive to Conduct Analysis for Other No
The SVO shall assess securities for £ NO ment risk:

Routinely, for any security R4 roghct filed with the office;

o ncial product submitted to

g Investment Vehicle process
f this Manual;

lny state insurance regulator acting
b) of this Manual; and

When reques
Invested Asse
er NAIC group engaged in the analysis of
new securities.

ing is defined as the process used to make distinctions between
ifferent liabilities in an issuer capital structure to reflect differences
credit or other non-payment risk smaller than a whole grade.
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Notching expresses differences in expected loss (i.e., severity) of an
issuer’s liabilities by their relative priority of claim in bankruptcy.

With the exception of NAIC 6, notching distinctions are expressed
by combining an NAIC Designation with an NAIC Designation
Modifier to produce an NAIC Designation Category. For example, as
shown in the table above, NAIC 1 is combined with NAIC
Designation Modifier 1.A to produce the NAIC Designation
Category 1.A. Modifiers are used with or assigned to the NAIC 6

(B)  Notching NAIC Designation Categories (to Reflect Credit Risk)

Designation.
L 4
(1)  Illustration \

The distinctions in credit risk made in the notching process ve

(conceptually) the issuer’s actual capital structure. The hy, et
capital structure below is shown to illustrate and explain gotchin:
Senior secured Notch up from the ben <

Senior unsecured Benchmark signation
Category L 4

Senior subordinated Notch down fro be rk
Junior subordinated Notch down be a
Preferred stock Notch benchthark
(2) Methodology

The SVO determines the bench
for the senior unsecured ob%a 10

The SVO adjusts the
down to reflect the g :
and the specific liabiligunder reflew by the SVO.

(3)  SVO Guidelines for
The SVO shallgthtch an NAIC Designation Category for an issuer up

1! 1 esignation Category
e fkuer or its equivalent.

Designation Category up or

or down to_te e position of a specific liability in the issuer’s

&

clustvely associated with transactions in which the SVO

capjtal st;

from a benchmark NAIC Designation Category is
almos
etermineS@that collateral act to further reduce the probability of
fault from that implied by the issuer’s senior unsecured

esignation Category.

December 31, 2018
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In determining the number of notches that should be applied to a
security, the SVO shall apply the following guidelines:
(A) Notching Investment Grade Issuers

Notching for issuer’s whose senior unsecured benchmark
NAIC Designation is NAIC 1 and NAIC 2 is based on the following
general guidelines:

e Secured debt may be generally rated one notch above the
senior unsecured issuer designation.

e Subordinated debt (including junior and senior subordislted)

e Dreferred will generally be designated one not el
subordinated debt (two below senior unsecurgd or s&gor
implied).

e Holding company debt 1s generally (%Sig
lowest rated debt security that wouldly be
principal operating company.

(B) Notching for Non-Investment G s
Given the risks associated non-inve nt 1ssuers, notching for
issuers whose senior unsecured (be k NAIC Designation is

NAIC 3, NAIC 4 and regilires greater professional
judgment and discretiog

As such, notching @ferentials 1§k issuers with NAIC 3, NAIC 4 and

(C)  Notching for
Unrelated 1o

bjective and purpose of this procedure. SVO determinations made
is subparagraph are subject to review in accordance with the
ocedures described of this Part, above.

© 1990-2018 Natio sociation of Insurance Commissioners 24 December 31,2018
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(i)  Relevant Considerations

The name given to the security 1s not relevant to a determination
whether this subparagraph should be applied. The relevant criterion
is whether the risks in the security are clearly credit risks or whether
they are not clearly credit risks.

Factors the SVO may deem relevant to the question of notching for
other non-payment risk may include:

® Any seccurity or financial instrument denominated with a term
associated with fixed income investments must contain a clearly
stated obligation to pay a return and to repay the amount ® the
principal repayment. Otherwise it is not rational or possible 1
an NAIC Designation.

= Any security or financial instrument denominated as fixe o
that does not contain a legally binding obligation to paggshall n&pe

assigned an NAIC Designation and instead will be the
Task Force and the Chief examiner of the Staté

= Any security or financial instrument that ® geny as fixed
income and that contains a promise toghpa a otherwise

conditional may be notched either under subp aph to reflect
other non-payment risks or under theZiStc rocedure for credit
risk to reflect the expected loss tQhligation in the issuer’s

a
specific capital structure, degendi 0, ich approach seems more
appropriate to the SVO.

= The widest degree of folggsecurity or financial instrument is
likely to be for a sgf

which 1s deemed t0

deffominated as fixed income, but
al investment and to not require

payment of dividends.
= In contracts thaggpermit thc¥ssuer flexibility to not make payments,
the SVO woul¥ocus on the degree of financial discretion afforded
the issuer e payments and the circumstances under which

vility will be exercised;

> the insurer agrees to accept a risk or participate in
at may reduce either the interest or dividend otherwise
agreed onWpr the amount to be repaid to less than the original

incipal investment, the SVO would consider whether the risk of a
adstructurally or otherwise mitigated;
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\Y)

(A4)

Notching differentials are expected to be wider for NAIC 3, NAIC 4
and NAIC 5 issuers because the issuer’s credit risk is deemed to
increase the likelithood that the issuer will avail itself of contractually
provided flexibility to not pay or increase the likelithood of a loss as a
result of the insurer’s participatory activity.

Deferral of dividends in a security denominated preferred stock is
presumed to be subject to notching for credit risk subject to an SVO
determination that the denomination is not truly reflective of the
terms of the agreement in which case it may be more appropriately
notched for other than credit risk.

In a given capital structure, the priority of payment due to an inf®stor

%

may be so subordinated as to require treatment und
guidelines for other non-payment risk. This is especially tru re

deep subordination is combined with a right to defer interest
SVO Administrative Symbols
SVO administrative symbols convey information ghou 80T an

administrative procedure instead of an opinionof C or Unit

SVO Analytical Department Symbols
All SVO analytical departments thi
symbols:

Price. The administrative symbols in use by the S an meanings
are described below. K
v

ing administrative

4

A means that the Unit Pric e of common or preferred
etermined by the SVO.
ed effective December 31, 2019.)

stock has been
(NOTE: This symbgfwi

V  when used to repd ’rice for common or preferred stock

means the Unit Price repd was not provided by the SVO or any

market or exchdlige but was derived by the insurance company itself

or from some 0 source, pending a valuation analysis by the SVO.
(NOTE: 1l be deleted effective December 31, 2019.)

L @ ipdt the Unit Price given for a share of common or
pre stoerx'1s the price listed on the New York Stock Exchange,
the Ame Stock FExchange or on the NASDAQ National Market
System.

TE: This symbol will be deleted effective December 31, 2019.)
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U indicates that the price given for a share of common or
preferred stock is the price listed on any market or exchange,
including a foreign exchange, other than the New York Stock
Exchange, the American Stock Exchange or the NASDAQ National
Market System.

(NOTE: This symbol will be deleted effective December 31, 2019.)

NOTE: The Administrative Symbols A, L, U and V, which identify
the manner or source of a Unit Price assigned by the SVO, are
collectively referred to as Market Indicators in the NAIC Annual
Statement Instructions.

(NOTE: These symbols will be deleted effective December 31, 2&9

UP means unable to price. This symbol is used with com or
preferred stock and indicates that a current market quotatioggwas
obtainable or was not deemed reliable by the SVO.

administrative symbol Z, the F symbol is u
the definitional criteria for a “Sub-paragra

in Part Three of this Manual, to Tt
security for which the company di e the information
necessary to permit the SVO uct an assessment or a

valuation.

FE means exempt fj 't e SVO and 1s used by an
insurance company, tkxempt security. NAIC Designations
for FE securities & i
instructions and proced
Designation de ined by the SVO is disseminated in the SVO List
of Securities piled and published pursuant to the SVO’s

as described in Part One, Section 3 k) of this
inistrative symbol FE is used with an NAIC 1

ecember 31, 2019.)

sociation of Insurance Commissioners 27 December 31,2018



Part One

Purposes,

General Policies and
Instructions

to the SVO

Section 3. Internal Administration

NR means Not Rated. The symbol is used in the AVS+ Products for
bonds and communicates that the information required to arrive at
an NAIC Designation is not available to the SVO or that such
information was received too late to be processed and reflected in the
most current AVS+ Products. Bonds assigned an NR symbol will be
deleted from the VOS Process if any information deficiency is not
rectified by the end of the first quarter following the previous year-
end.

(NOTE: This symbol will be changed to ND, meaning “Not
Designated,” effective December 31, 2019.)

PL stands for a private letter rating and refers to an insurer-red

security that has been assigned a private rating by an N
which rating is not publicly disseminated but is instead publis

Manual or provided to the SVO electronicall
specifically identifying the issue as bei@
administrative symbol PL is used with an

Designation, and in the case of prefegred i bination with
the P and RP Valuation Indicators, a

and reporting requirements of esignation with an
FE symbol.

(NOTE: The P and RP Valuatj icatgys will be deleted effective

December 31, 2019.)

Z means that ation reported by the insurance
obtained from the SVO, but has
y a reporting insurance company. A

must be submitted to the SVO for

company was not dé
been determined analyti®
security design with a

valuation wi 20 days of the date the security was acquired. The
Z symbo be used for securities that are exempt from
filig wit WO pursuant to Part Three of this Manual.
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The Z symbol 1s used to identify an insurer-owned security that is in
transition in reporting or filing status because:

1) It is newly purchased and has not yet been submitted to the
SVO;

2) It has been properly submitted to the SVO for assignment of an
NAIC Designation which is still pending, whether at year-end or
otherwise;

3) Itis in transition from one reporting or filing status to another
(for example, a previously filing exempt security is no longer rated by
any NAIC CRP making it eligible for filing with the SVO but hx ot
yet been filed); and

4)  An SVO-assigned NAIC Designation for the security fgas
dropped from AVS+ and the insurer has otherwise followed er
filing requirements.

(This text shall be amended as additional tgst tions are
identified.) L 4

%

| uptdate that the
NAIT esignation by

YE means that the security is a properly fil
SVO has determined will not be assj
the close of the year-end reporting cy
by the SVO pursuant to the ¢ inistrative procedure
described in Part One, Seggion ° this Manual. When the
SVO assigns the symbol YE 1

ﬁ' the NAIC Designation in

initial filing that has been properly
e SVO has determined will not be

ol YE i1s assigned

effect for the previou

elf-designate the security for year-end and identify

R* indicates that the security so designated belongs to a class of
gics currently under policy review by the NAIC.
OTE: This symbol will be changed to ND, meaning “Not
esignated,” eftective December 31, 2019.)
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Z* follows an NAIC Designation and means that the class of
securities cannot be rated by the SVO because the valuation
procedure is under regulatory review.

c) Credit Committee
The SVO shall establish a Credit Committee composed of its senior staff, non-
senior analytical staff or both, possessing expertise relevant to the issues entrusted
to the Credit Committee. The Credit Committee shall provide SVO’s professional
staff with such direction or guidance necessary on analytical or policy issues as
may be assigned to it pursuant to procedures promulgated under Section 3 a) of
this Part above.

d) SVO Departments
The SVO shall establish such procedures or guidelines as are necem
m

administrative and analytical oversight for securities deemed to requir licgon

of methodologies from more than one department.

e) VOS Process 04
an \ Security, as
SVO Shall enter such

defined in Part Two, Section 2 a) of this Mangal
NAIC Designation in the NAIC’s VOS Process. \
The SVO shall not add a Regulatory Tran n._as@etined in Part Three

Section 6 of this Manual, to the VOS Prdpess.

f) Monitoring of VOS P \

(i)  Monitoring
(A)  General Directive
The SVO shall monitor vements and deterioration of credit
quality of secugifes which are not filing exemption the VOS Process

Upon determination of an NAIC Designation for

on an ongoing tgais. Whenever reports in the financial press, other
bs@uent Reports or Material Credit Event Filings
porting insurance company indicate that the issuer

ther change is of sufficient materiality to require a change in the
C Designation then assigned to a reported security.
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(B)  Directive Applicable to Filing Exempt Securities
Any security entered into the FE Securities Process shall be assigned
a NAIC Designation and monitored on the basis of information
provided by the various NAIC CRPs and updated electronically by
VISION without the intervention of an SVO analyst. It shall be the
responsibility of the insurer to report the security to the SVO if it
ceases to be filing exempt as required by Part Three of this Manual.

(i)  Annual Review
On at least an annual basis, the SVO shall review all NAIC Designations
assigned by the SVO to securities in the VOS Process in light of the
information presented by each issuer’s most recent Audited Fina
Statements, or other pertinent information, to verify that the ne
NAIC Designation is accurate. As necessary, the SVO shall mogl

NAIC Designation for the previously reported security as

%

e
circumstances may require or delete any security that has ma or R0
which there is a lack of sufficient or timely informatign.

the first quarter following the previous year-e
SVO will not delete any Bond assigned
from the VOS Process if an ATF annu
appears in VISION and the SVO has gCetved tht®hecessary information
Bond. If a Bond is not
ss in reliance on an annual

required to assign an NAIC De

deleted in accordance with
update ATF that does not i1 VR sary information to permit the

that security from the databa
(NOTE: The symbol NR

(i)

g an acceptable annual rate of the carryover population
ear-end reporting period. Thereafter, at the beginning with the
ear of analytical operations, the SVO Director shall prepare a
t¥or the VOS/TE, to be presented at the Spring National Meeting,
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exceeded and if so, whether the cause is traceable to resource constraints.
If so, the Task Force shall consult with NAIC senior staff and the NAIC
Internal Administration (EX1) Subcommittee to determine whether and
how to evaluate the need for additional SVO staff or other resources.

(B) Definition

When used in this subsection, the term carryover population means,
collectively, all insurer-owned securities filed with the SVO for an NAIC
Designation and not yet assigned NAIC Designation by the SVO at the
conclusion of the year-end reporting process.

(C) Procedures
The following procedures apply to the carryover population.

®  The SVO shall identify the carryover population by assig
security the administrative symbol YE or IF.

= A security in the carryover population that is g
filing as defined in this Manual sha®
NAIC Designation then in effect for the Jugg ¢ ed)reporting
period, for example: 2YE, if the securityg¥as @gsig
just concluded year.

= A security in the carryover populatioffgghat ™ an initial filing as
d by the insurer and

reported with the insurd) ass IC Designation and the

administrative symbol the SVO on its systems as

AJYE symbol when it assigns an
NAIC Designation to
the rent year and publishes the
ion in AVS+. The SVO shall remove the IF
signs an NAIC Designation to an initial filing

sgguri [\ carryover population for the current year and

; % 'AIC Designation in AVS+. The insurer maintains

1C™ Designation assigned by the SVO under YE or self-
assigne

under IF wuntil the SVO Thas published an
NAIC Designation in AVS+.

al update security in the carryover

population

SVO shall assign top priority to the assessment of the
carryover population and the assignment of NAIC Designations to
that population in the subsequent year of operation.

© 1990-2018 Natio sociation of Insurance Commissioners 32 December 31,2018




Part One

Purposes,

General Policies and

Instructions

Section 3. Internal Administration to the SVO

g) Filing Exempt Securities Process
A filing exempt (FE) security is an Investment Security, as defined in Part Two,
Section 2 a) of this Manual, that is exempt from filing with the SVO pursuant to
the filing exemption in Part Three, Section 1 b) of this Manual.

Insurance companies derive NAIC Designations for FE securities by applying the
conversion instructions in Part Three, Section 1 b) and the equivalency
relationships disclosed in Part Three, Section 1 of this Manual.

NAIC Designations assigned to FE securities are reported by the insurance

company to the NAIC and subsequently added by NAIC staff to the Filing
Exempt Securities Process. O

Insurance companies shall not report a Regulatory Transaction, d
Part Three, Section 6 of this Manual, as FE securities, and the NAIC sga
not add a Regulatory Transaction to the Filing Exempt Securities Process.

h) RMBS/CMBS Modeled Securities Process
Residential mortgage-backed securities (RMBS) or commg
securities (CMBS) are an Investment Security, as definedgp
of this Manual. RMBS and CMBS are reported by an in
NAIC and subsequently added by NAIC staff to
Securities Process, where on an annual basis a

surveillance discussed in Part Seven of this M3 are evaluated for
eligibility to be financially modeled. RMBS b at are deemed to be
subject to financial modeling are retaine@in CMBS Modeled Process.
RMBS and CMBS that are deemed ineligib r f1 1al modeling but that have
been assigned credit ratings by

At T providers (CRPs) migrate to
d CMBS that are deemed ineligible

the Filing Exempt Securities Prd

Insurance companies sha§finot report Regulatory Transactions, defined in
Part Three, Section 6

staff shall not add a Regulatory Transaction to
urities Process.

ury Securilies are an Investment Security, as defined in Part Two
this Manual
in Part Three, Section 1 b) of this Manual.

, that is exempt from filing with the SVO pursuant to
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U.S. Treasury Securities are added to the U.S. Treasury Securities Process
automatically by electronic processes administered by the SVO and are assigned
an NAIC 1 Designation by a policy-based convention.

Insurance companies shall not report Regulatory Transactions, defined in
Part Three, Section 6 of this Manual, as U.S. Treasury Securities, and the NAIC
staff shall not add a Regulatory Transaction to the U.S. Treasury Securities
Process.

)] Exempt U.S. Government Securities Process
Exempt U.S. Government Securities are an Investment Security, as defined in

Part T'wo, Section 2 a) of this Manual, that is exempt from filing with thegpVO
pursuant to the filing exemption in Part Three, Section 1 b) of this Manua

An exempt U.S. Government security is reported by the insurance com to
the NAIC and subsequently added by NAIC staff to the em
U.S. Government Securities Process and by policy convention is assigged N 1

Designation pursuant to a policy-based convention.

Insurance companies shall not report Regulatory T‘an % p

Part Three, Section 6 of this Manual, as exempt U.S. Gov € girities, and
the NAIC staff shall not add a Regulatory Traﬁ 0

the Exempt
U.S. Government Securities Process.

k) Compilation and Publication of the WO, List of Investment

Securities
On a quarterly basis, the SVO shall: 4

nvestment Securities from each
s Pfocess, RMBS/CMBS Modeled
d the Exempt U.S. Government

1)  Compile, or cause to be compg ist
of the VOS Process, Filing Fxg

Securities Process, U.S. Treasu

Securities Process (each an SVO Sub aring the name of the corresponding

Process).

2) Exercise best efforts t&@dentify any security in the VOS Process that has

been filed by an ins y without a valuation and to attempt to assign

SVO may use whatever methodology may seem

egulatory Community than no valuation. However, the NAIC makes
ion that the SVO has the necessary expertise to produce accurate
goly, an insurance company that owns a security to which the
med a value under this provision may substitute the SVO assigned
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value by obtaining or deriving a valuation in accordance with applicable NAIC
annual statement reporting instructions and by reporting the valuation obtained to
its insurance department on the NAIC Statement Blank.

3) Aggregate the content of each SVO Sub-List into a single SVO List of
Investment Securities (hereafter, the SVO List of Investment Securities)
identifying each Investment Security by name and other pertinent information
and showing the NAIC Designation assigned to them by the SVO or pursuant to
such other methodology or procedure specified in this Manual.

4)  Compile, or cause to be compiled, sub-lists from the informational content
of the Derivative Counterparties Process, Fxchange Rates Process, Ex-Dilend

Process, Letter of Credit Process, Money Market and Exchange Trad
Process (each an SVO Sub-List bearing the name of the corresponding ess

and collectively the “Other Information”).

%

5) Publish, or cause the SVO List of Investment Securities a
Information to be published, by being incorporated into
Product.

1) Reference to SVO List of Securities

(i)  Acknowledgment
The NAIC, acting by and through its V

Task Force, acknowledges that the phrase
used in Section 3 B. of the NAIC Cred¥ jor Reinsitrance Model 1aw (#785)
and Section 10 A. (2) of the it fo urdsye Model Regulation (#786)
refers to the SVO List of Inve cudlifS as defined in Section 3 k)
osep of Model #785, the phrase

(A) All US. Treasury Secu
Securities Process Sulgl.ist of th

ether or not on the U.S. Treasury
VO List of Securities as owned by an

insurance company;

ts the criteria specified for U.S. Government
ywned by an insurance company and therefore not
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To avoid confusion, and for purposes of this acknowledgment, the Filing
Exempt Securities Process included in the definition of SVO List of
Securities includes the SVO listed securities referred to as those “deemed
exempt from filing” in the cited sections of the Model #785 and
Model #786.

Status of an Investment on the SVO List of Investment Securities

(A) The reference to “Securities Listed by the SVO,” used in Model #785
and Model #7806, refers solely to the individual, stand-alone investment
purchased by an insurer and filed with the SVO to obtain an NAIC
Designation and to be added to the SVO List of Investment Secgrities

published in the AVS+ product.
References to “Securities Listed by the SVO” as eligible collater: A

purposes of reinsurance arrangements specified in Model

Model #786 reflect that the specific insurer owns the Inves

Investment Security from the security’s issuer, whickpt urer

x" t Securities
“Pr Security” as
wideline XLV TII—
insurance of Policies

LAIC Valuation of Life
NAIC Tern and Universal

may pledge as collateral. 'S

defined in the phrase “SVO Listed” in
Actnarial Opinion and Memorandum Require,
Reguired to be Valued Under Sections 6
Insurance Policies Model Regulation
Life Insurance Reserve Financing A

§Cope of the charges entrusted to the VOS/TE or
wcal function or role of the SVO or SSG.

within the ana
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SECTION 4. NAIC PoLICY ON THE USE OF CREDIT RATINGS OF NRSROs

a) Providing Credit Rating Services to the NAIC

The NAIC uses credit ratings for a number of regulatory purposes, including, but
not limited to, those associated with the filing exempt rule, discussed in

Part Three of this Manual.

Any rating organization that has been designated a Nationally Recognized
Statistical Rating Organization (NRSRO) by the U.S. Securities and Exchange
Commission (SEC) and which continues to be subject to federal regulation, may

apply to provide Credit Rating Services to the NAIC.

An NRSRO that wishes to provide Credit Rating Services to the N

b) Procedure to Become an NAIC Credit Rating Provider ¢ O
\
co

indicate its interest by sending a letter to the Chair of the VOS/TF with

the Director of the SVO, in which it:

= Confirms that it is currently an NRSRO s
the SEC; o

= Provides a chart, in the format shown in P2

® Indicates that the NRSRO agrees ato a legally binding

agreement under which the NRSRO

o Provide Credit Rating Sgevicegto IC at no cost;

o Reimburse the NAIC for € costs asgiciated with: integration of
it data feed into st subsequent changes to NAIC

changes to NAIG
Rating Services by

, its products or services.

ervices indicates NAIC approval or endorsement

angeS in the NRSRO’s systems and
tems agn result of the termination of Credit

c) Adding t9g, NRSRO to the NAIC Credit Rating Provider List
When d to do so by the VOS/TF, the SVO shall add the name of the
NRSR described as a Credit Rating Provider (CRP)) to the NAIC

n agreement between the NAIC and the NRSRO.
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®
(1)

Regulatory Significance — Filing Fixempt Rule

Adding the name of an NRSRO to the Credit Rating Provider I.ist
indicates that insurance companies must use the credit ratings assigned by
that NRSRO, if any, when determining the NAIC Designation equivalent
for a security to be reported under the filing exempt rule, and Part Three of

Only those NAIC CRP ratings that meet the definition in Section 4 ¢) (i1)
below may be translated into NAIC Designations under the filing exempt
rule discussed in Part Three of this Manual.

Securities assigned ratings by NAIC CRPs that do not meet the def‘tion

of Section 4¢) (i) below, shall be filed with the SVO. \
1S

The translation of a NAIC CRP rating into an NAIC Designdte
conducted in accordance with the procedures described in Pait

Definition — Credit Ratings Eligi
The credit rating of the CRP to which this Sectign 4
Rating Provider List refers, is the 1) credit rating agsi

methodology to 3) securities.

Credit ratings of a NAIC CRP that meet
presumption of convertibility to
published in the NAIC Credit Rf¥fing
Manual, except that the pre i

NAIC Designation
ist, in Part Three of this

following limitations:

(A) Those rating activitic
status;
(B) Securities with

rincipal interest/dividends due from the issuer to the holders of
e secutity, or

se structured to pay only principal or only interest/dividends,
the monitored NAIC CRP rating addresses the likelithood of

yment of either the principal, in the case of a security structured to
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Section 4. NAIC Policy on the Use of Credit Ratings of NRSROs to the SVO

pay only principal or the interest/dividends, in the case of security
structured to pay only interest/dividends (an “Eligible NAIC CRP
Rating”); and

(C) The NAIC may determine that the rated security or investment is of
a type that 1s not eligible to be reported on Schedule D of the NAIC
Financial Statement Blank or that the NAIC determines is not
appropriate for NRSRO credit ratings to be used to determine the

regulatory treatment of a specific asset class.
(1)  Special Rating Systems
Unless otherwise specifically approved by the VOS/TE and pub]isbd in

Part Three of this Manual special rating systems of any CRP, rating a .
or rating organization shall not be entiled to a presump&
at

convertibility. Nevertheless, an SVO analyst assessing a securi

o
been assigned such a rating by any rating organization, including R
may consider the information imparted by that rating or a relatl resefrCh
report as one factor in determining an NAIC Designgtio

to @ redit Tpng of a NAIC
t Designations and
i ical methodologies or

information. SVO credit
nd may therefore include

(iv)

Ratings into NAIC Designations
The presumption of convertibility accord

CRP should not be interpreted to indicat
NAIC CRP credit ratings are produced
that they are intended to communicat

assessment is conducted for reguldt

considerations or address cog e regulatory community.

d) Policy and Lega

Rating Provider List
The NAIC uses publicly availab
component of the services @ provides To state insurance regulators concerned

(\Pertaining to the NAIC Credit
t ratings, when available, as one

with financial solvency mo ing of insurance company investments.

In adopting or in i ingPthe procedure described in this Section, the
@Jconsumer of publicly available credit ratings. The
ing and using publicly available credit ratings is to
conserve limited re, ry resources, for example, the resources of the SVO. The
VOS/T established the procedure specified in this section solely to ensure

that the NATgan avail itself of publicly available credit rating opinions.
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Purposes,

General Policies and

Instructions

to the SVO Section 4. NAIC Policy on the Use of Credit Ratings of NRSROs

The NAIC is not selecting, approving or certifying NRSROs or other rating
organizations or distinguishing among them for any public or policy purpose
whatsoever. Nor 1s the NAIC endorsing the credit rating or analytical product of
any CRP or rating organization or distinguishing between CRPs or rating
organizations for any specific public purpose. The NAIC disclaims any authority
to regulate CRPs or rating organizations.

e) No Waiver/Express Reservation of Authority
Nothing in this Section 4 should be interpreted or construed as a waiver of the
authority of the VOS/TF, in its sole and absolute discretion, to modify or change,
in any manner whatsoever, the NAIC Policy on the Use of Credit Ratings of|
NRSROs, including but not limited to: directing the removal of one or e
NRSROs from the NAIC Credit Rating Provider List (subject onl thi
adjustment of any existing contractual obligations); directing the SVO
any issue related to NRSRO operations in furtherance of state 1 nc
regulatory policy; eliminating the NAIC Credit Rating Provider 1
any other action or activity the VOS/TF may deem to be use
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Section 5.  NAIC Policies Pertaining to SVO Work Product to the SVO
SECTION 5. NAIC POLICIES PERTAINING TO SVO WORK PRODUCT

a) For NAIC Members Only — Official Source
NAIC Association Values serve as the starting point for a variety of policies
detailed 1n the NAIC Financial Regulation Standards and Accreditation Program,
including accounting policy. The rules that detail the application of these

accounting standards are found in the NAIC Accounting Practices and Procedures
Manual and the NAIC Annual Statement Instructions.

Association Values are produced solely for the benefit of NAIC members. NAIC
members, acting in their capacity as state officials, may incorporate the research
produced by the staff of their Association as official regulatory policy. Hofever,

variety of factors in addition to or in lieu of the research produced by the
their voluntary Association.

The AVS+ Products is designated as the official NAIC source for icatioppf
NAIC Designations assigned by the SVO to securities owng nc
companies. To the extent that an NAIC member, actiniin %

official, instructs an insurance company to incorporate ASgRciatigg bes in the
filings made by that company to the state insuranc M‘ ) the NAIC
member is advised that only NAIC Designations gbtai rom

published AVS+ Products should be used by an 1
NAIC Designation on an NAIC Financi
accordance with SAP.

b) This Manual
This Manual is the official expresg

(S

as a state

most recently
nce pany to report an
Blank prepared in

NAIC Designations 2
reliable, indepe
Accordingly,

Designation in ontext by reference to the NAIC Financial Regulation

ion Program and applicable state insurance laws, rules

alues are not intended or designed to function as an aid to an
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to the SVO Section 5.  NAIC Policies Pertaining to SVO Work Product

c) Prohibition on Use of NAIC Designation in a Covenant

An insurance company shall not use:

©  An NAIC Designation assigned by the SVO; or

(i)  An upgrade or downgrade of an NAIC Designation previously assigned by
the SVO; or

(1) A change in any aspect of how a security is regulated that is the direct or
indirect result of an upgrade or downgrade of an NAIC Designation
assigned by the SVO, as the basis for an agreement to modify the terms of

a transaction (the “Prohibition”).
The Prohibition shall apply only to transactions issued on or QLfterO

September 1, 2010, and to transactions to which the prohibited clause
after September 1, 2010.
L

Effective September 1, 2010, insurance companies shall certify to the SV

ha
the submitted transaction does not contain a prohibited clause or ad a
condition to filing with the SVO. The SVO is prohibited frogyimgs

it

ent

or clause.

The Prohibition reflects:

e 'The conclusion of the VOS/TF, as
regulatory group responsible for imp,

assessment of insurer-owned o secullti t the use of NAIC
Designations as indicated in the hibitio modify the terms of a
security or any other transag i istent with regulatory objectives;

and

e The decision of the NATE ive (EX) Committee, as the body
charged with directing NAIC jorate activities, that the use of NAIC
Designations as indffated in the Prohibition to modify the terms of a
security 1s inconsisteriggith the corporate objectives of the NAIC.

Qhefore, advised that the NAIC disclaims any and all
surveillance of insurance company investments for

responsibility

purposes of ide viien a deterioration of the borrower’s credit quality or

other ri ttribute ests that the insurance company should adjust the
financial s of the original transaction to obtain a different overall investment
return m tion for the risks involved.
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© 1990-2018 Natio

It is the sense of the NAIC that these decisions are private and the proper and
exclusive concern of insurance company management. NAIC Designations are
not published as investment advice to insurance companies and might lack
necessary attributes that would make them suitable for use as investment advice.

The NAIC, therefore, rejects the view that insurance company representatives
may reasonably rely on SVO credit assessments or on any other NAIC analytical
process as a guide to adjusting the terms of their private investment arrangements

with borrowers.

d) Statement of Practice
The SVO routinely receives financial information, legal documents and othépdata

information submitted to the SVO, the SVO does not redistribute di

%

from reporting insurance companies so that it may assess the reported inygst
for the NAIC. While the NAIC is not a guarantor of the confidentt 0
e
e

obtained in the course of its work for other than regulatory purposesgr as

requited by law. The NAIC does, however, respect copyright a ot
reproduce or externally distribute copyrighted documents wigho 'ss1
sociation of Insurance Commissioners 43 December 31,2018
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General Policies and

Instructions

to the SVO Section 6. Procedures to Amend this Manual
SECTION 6. PROCEDURES TO AMEND THIS MANUAL

The VOS/TE establishes the following procedure to ensure that any person

interested in the work of the VOS/TF who wishes to recommend a change,
amendment or modification (Change) to this Manual understand the process for

doing so.

o)

b)

d)

€

The VOS/TEF will consider proposals to Change this Manual
(a “proposal”) consistent with the manner indicated in this procedure.

A proposal may be considered at any time of the year at any scheduled
conference call, interim meeting or national meeting (“meeting”) of the
VOS/TE.

A person making a proposal presents the proposal to the S
written letter or memorandum (a “letter”) addressed to the Chgi
VOS/TF and to the Director of the SVO. The letter or memo
must identify the person presenting the proposal; any 1ati
representative relationship between that pergon

interested in the outcome; must provide a @n %

issue to be addressed by the proposal and, if po@ublci Qg
desired outcome. A proposal should be
ma

o the SVO
expeditiously with any explanatory or e tettal, information
or data necessary to understand the issu sent
Upon receipt of the letter, the § owledges its receipt and

consults with the Chair of
considering when to sched

to its disposition. When

for discussion before the
technical difficulty associated
d by the SVO to research issues,

O

at a proposal be considered as an exception to

e atiggtinicline. SVO staff support will inform the person
¢ of the decision of the Chair of the VOS/TF with
respe TE@ng public discussion of the proposal.

Spbject to discretion and direction of the Chair of the VOS/TF,
SVO will place any proposal that is ready to be presented to the

on the Agenda for the next scheduled VOS/TF meeting. A

ter is deemed to be ready to be discussed by the VOS/TF when the

ir has deemed it appropriate. The Chair may charge the SVO to
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Section 6. Procedures to Amend this Manual to the SVO

research the proposed amendment, the issues presented and to develop
recommendations, in which case it will prepare a report for the
VOS/TF. However, the SVO may advise the Chair if it determines that
it cannot make recommendations at that time. The SVO will prepare
and present the proposed Agenda, including the amendment and
proposal and report, to the Chair of the VOS/TE for approval before
it 1s released. When approved by the Chair of the VOS/TF the SVO
will finalize the Agenda, prepare the document package and distribute
it for the next scheduled meeting.

f) Any newly received proposal for a substantive (i.e., materigl) or
technical amendment to the Manual and the SVO memoran
should be distributed to members of the VOS/TF (or to the s ou

formed by the Task Force to study the matter, if any) no less

(or to the subgroup formed by the Task orcc <y (Hlying the

matter, if any) by the SVO no later than two w 1O scheduled
meeting where it is to be discussed.

A substantive amendment is one that du policy issue or a
regulatory issue not currently addre i anual. A technical

rocess without a policy
change that relates to the maiggendiice existing processes; i.c., a
proposal that secks mg &‘ n established procedure to
interpret an existing pgess, refl€i chidnges in the market or regulatory

similar purposes.

@) The content of SVO memorandum prepared for the VOS/TE
would reflect th ture of the issues presented, their technical or
ther confidentiality considerations exist or

are permitted or required to be discussed in a

or session under the NAIC Policy Statement on

s and other similar considerations. As a general matter

d subject tO the limitations inherent in the considerations identified

1iighe preceding sentence, the SVO should address, as may be relevant

a 9in proposal, the following matters:
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Section 6. Procedures to Amend this Manual

Identification of the party proposing the Change and any
other interested persons represented by the party;

Whether the proposal is considered to be a substantive
amendment or a technical amendment;

A concise statement of the issue to be addressed by the
Change;

An evaluation of potential or actual impact on operations of
the VOS/TF, the Investment Analysis Office or state
insurance regulation;

¢
Suggested approaches or recommendation to resglve
issues presented by the proposal;

Whether it appears, upon consultation with other N sta

that the proposal or any aspect of it should
alongside or against other existing NAIC guid
that of the VOS/TF, typically the N
and__ Procedures  Manunal, the NAC
Instructions or the risk-based capi simework or
against the charges of other NA W groups and if
whether it 1s the sense of the
referred to such other NAIC oup;

A survey of NAIC‘icti
NAIC groups is alrea

uate whether any other
a similar or related item,

their position g u d the implication of that work

e VOS/TF;

tified by the proposal. If the text is presented in
actual amendment to existing language such
ext should be in redline format; show how it
§¢ incorporated into the Manual, including where in
anual it should be placed and any other text that may
need to be modified;

A summary of interested party positions on the proposed text
and the regulatory pros and cons of such positions; and
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®= An explanation of how the Change would affect other
sections of the Manual, other NAIC groups,
NAIC publications, handbooks or manuals or state insurance
regulation.

h) Upon receipt and consideration of any proposal or the SVO
memorandum the VOS/TFE may:

= Dixpose the proposal and SVO memorandum for such period
of time as the complexity of the issue may require. This is
done by placing the proposal on the VOS/TF — SVO O

websites and distributing the material to the persons edplled

on the VOS/TF Distribution List; \
= Instruct NAIC staff, the person who made the pr N
/0
p

other interested parties to conduct further researc
study and report back to the VOS/TF or o

groups;

= Refer the proposal or recommendﬁ e another

NAIC group for consideration or reso

= Decide to table the matter forya lat

= Take a vote to approve, ref ify the proposed

language followed by a vot e p committee.

1) Following a public commenﬂ) 1 e S/TE will consider any
comments received on the at ext scheduled meeting. At
the direction of th %6\70 shall supplement the
SVO memorandum ¥ research or analysis as necessary to

address additional issues
recommendations _made in s& comment letters. The SVO shall also
prepare a sum of interested party positions expressed in the
comments and theSgulatory pros and cons of such positions.

Hinancial C8dition (E) Committee. The nature of the proposal is
tified in the SVO memorandum.
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k)

)

Proposals adopted by the VOS/TE are published to the VOS/TF
web page. Proposals adopted by the VOS/TE but requiring approval
of the Financial Condition (E) Committee are published to the
VOS/TE web page when adopted by the Financial Condition (E)
Committee.

Adopted proposals are incorporated in the next scheduled publication
of the Manual and identified in the Recent Changes section of the
Manual where the proposal is summarized and the date when the
VOS/TE and/or the Financial Condition () Committee adopted it, is
given. The date of adoption is published so that interested persons can
access the minutes and related materials in the NAIC Procledjgos

reflecting the deliberations held and the rationale for the x

adopted by the VOS/TF.

in the newly published Manual 1s effective for i
the year-end reporting cycle in the year
i.e., December 31, through April 31 of the follo

If subsequent to the publication of thg Ma n year, errors
are discovered, the SVO shall identify in Errata which it
will publish on its website. The Hrratggexp error and provides

corrected information. Congctio Wi e reflected in the next

published Manual. \
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SECTION 7. ADMINISTRATIVE GUIDANCE AND INFORMATION
a) Investment Analysis Office Staff and Responsibilities
GENERAL OFFICE TELEPHONE: (212) 398-9000 FACSIMILE: (212) 382-4207
STAFF EMAIL AND TELEPHONE NUMBERS
SECURITIES VALUATION OFFICE
Charles Therriault, Director (212) 386-1920  CTherriault@naic.org
Alexei Tikhomirov, Business Analysis Manager (212) 386-1963 ATikhomirov@naic.org
(Open), Administrative Assistant (212) 386-1924
Robert Carcano, Senior Counsel (212) 386-1945 RCarcano@naic.org
Peter Kelly, Manager, Credit (212) 386-1921 LIPhelps@naic.o,
Jeffrey Evans, Credit Analyst Supervisor (212) 386-1977 Evans@naic.org
Jun Anno, Analyst (816) 783-8043 JAnno@naifer:
Rosemarie Kalinowski, Analyst (212) 386-1970 i i i
Liley Mehta Analyst (212) 386-1923
Frank Meyers, Analyst (212) 386-1981
Robert Moore, Analyst (212) 386-1958
Susan Ding, Credit Analyst Supervisor (212) 386-1929
Catherine Cosentino, Analyst (212) 386.1936
Robert Johnson, Analyst (212) 386-1965
Grace Kennedy, Analyst (212) 386-1964,
Dimitri Nikas Analyst (212) 386-1925
Thomas Van Buskirk, Analyst (212) 386-1961
Zion Zhu, Analyst
Linda Phelps, Manager, Credit
Robert Nelson, Credit Analyst Supervisor
John Hsin, Analyst
Michael Maggi, Analyst MMaggi@naic.org
Nancy Messer, Analyst NMesser(@naic.org
Maxime Rosefort, Analyst MRosefort@naic.org
Umberto Serrano, Analyst USerrano@naic.org
Katherine Nolan, Credit Analyst Supervisor KNolan@naic.org
Kevin Driscoll, Analyst KDriscoll@naic.org
Eric Friedman Analyst EFriedman@naic.org
David Lee, Analyst 2) 386-1966 DJlece@naic.org
Norman Schindler, Analyst 12) 386-1954 NSchindler@naic.org
John Yazzo, Analyst (212) 386-1962 Yazzo@naic.org
STRUCT SECURITIES GROUP
Eric Kolchinsky, Director (212) 386-1943  EKolchinsky(@naic.or
Steve Bardzik, (o Ma (212) 386-1948 SBardzik@naic.org
Hankook Lee, Andiist (212) 386-1947 HI ee@naic.org
Azar Abramov, Anal (212) 386-1982 AAbramov@naic.org
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to the SVO Section 7. Administrative Guidance and Information
| OTHER SERVICES/SVO QUESTIONS |

SVO Help Desk SVOInquirydesk@naic.org (212) 386-1905

Regulatory Treatment Analytical Service (RTAS) Linda Phelps (212) 386-1921

VISION/Filing Assistance Alexei Tikhomirov (212) 386-1963

Mutual Funds Robert Johnson (212) 386-1965

Subsidiaries Jill Youtsey (816) 783-8419

Controlled and Affiliated (SCA) Companies Fatima Sediqzad (816) 783-8894

Derivatives, Counterparty Designations, Kevin Driscoll (212) 386-1940

Credit Tenant Loans (CTL), Replication (Synthetic Asset)
Transactions (RSAT)

Qualified U.S. Financial Institutions (QUSFI) Susan Ding
Exchange Traded Funds (ETFs) Eric Friedman
Foreign Governments (SIC 9730A) Maxime Rosefort

Supra National Organizations (SIC 9800)
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b) NAIC Valuation of Securities (E) Task Force Members

Jennifer Hammer, Chair Tllinois
James J. Donelon, Vice Chair Louisiana
Lori K. Wing-Heier Alaska
Dave Jones California
Katharine 1.. Wade Connecticut
Trinidad Navarro Delaware
David Altmaier Florida
Gordon 1. Tto Hawait
Dean L. Cameron Idaho
Doug Ommen Towa

Ken Selzer Kansas

Al Redmer Jr. Maryland
Gary Anderson Massachusetts
Bruce R. Ramge Nebraska
Barbara D. Richardson Nevada
Marlene Caride New Jersey
Maria T. Vullo New York
John D. Doak Oklahoma

Jessica Altman Pennsylvania
Kent Sullivan Texas

Todd E. Kiser Uah @
Scott A. White Virginia
Mike Kreidler Washing

t
Ted Nickel Wis, in
NAIC Support Staff: Charles A. Therriault/Robert 0

c) Fees for Services and Publicati
Effective with this publication of the
Fees for Services will no longer be 4
but will instead be published g
Securities Valuations Office: pni%

Publications Available from the NAIC Publgations Départment (816) 783-8300
1. Purposes and Procedures Mannal of the N. Investment Analysis Office

= Updated each January
= Annual subscription

2. Qualified U.S. Financial Insti Fund List:
= Annual subscriptio dated moithly (both lists)
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3. How to Comply with the Procedures of the Securities V aluation Ofice

Please note that this manual has been discontinued. For valuable, up-to-date information, please sign
up for the class “How to File Securities with the SVO” presented by the NAIC Education &
Training Department. For more information, please call 816-783-8200 or visit:

biep:/ [ education.naic.org.
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Part Two
Filing with the SVO Section 1. General Definitions Used in This Manual

SECTION 1. GENERAL DEFINITIONS USED IN THIS MANUAL

The following definitions are intended to have relevance only for this Manual. No suggestion 1s
intended that these definitions have any relevance to any other NAIC publication.

Audited Financial Statement means, collectively, for any given year, the auditor’s Opinion, the
issuer’s income statement, balance sheet, the statement of cash flows, all notes to the financial
statements, and any supplementary information thereto typically created, generated or otherwise
provided to investors, in English, and prepared by a certified public accountant or the international

equivalent thereto, showing financial results for the reported year together with the prior year
prepared and presented in accordance with a Global Financial Presentation Standard, a Reconciled Q

Financial Presentation Standard or a National Financial Presentation Standard. For purposes of this

definition: O
- : ¢
Global Financial Presentation Standard means:
= U.S. Generally Accepted Accounting Principles (US GAAP); or \
= International Financial Reporting Standards (IFRS) as published by the Inté@gatio

Accounting Standards Board (IASB).
= A standard other than Global Financial Presentation Standar‘ or @

Presentation Standard with a reconciliation to US GAAP or IASB IE r
® National IFRS with such additional information as required bygaf\SB dards to make

Reconciled Financial Presentation Standard means:

National IFRS comparable to TASB TFRS.
National Financial Presentation Standard means:
= National GAAP or National TFRS, without a rec@ncili S GAAP or IASB IFRS,

authorized to be used for filing a transaction with

specified in Section 7 ¢) (2) of this Part.
= In this definition, National GAAP refers

Y ursuant to the procedure

international financial reporting standards requigdDy the country’s national accounting
standards board.
= Please refer to Section 7 ¢) (5) of this for the List of Countries and Associated National

ton Standard must provide the SVO with an Audited
ordance with a Global Financial Presentation Standard or

Financial Statement prepared i
a Reconciled Fina resentation Standard.

For insurance companic, u Financial Statement will be prepared in accordance with SAP.
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For municipal and U.S. Government securities, an Audited Financial Statement will be prepared in
accordance with generally accepted auditing standards and government auditing standards issued by
the Comptroller General of the United States. For municipal securities only, the statements will be
accepted if they have been submitted to, reviewed and certified by a state comptroller’s office.

Authorization to File (ATF) means the component of VISION that permits reporting insurance
companies to file a security with the SVO.

Automated Valuation Service (AVS+) means a subscription service offered by the NAIC
permitting access to portions of the VOS Process and showing updated Association Values prior to
publication in the AVS+ Products.

AVS+ Products refers to the quarterly compilation of the SVO List of Securities and the Other
Information as those terms are defined in Part One, Section 3 k) of this Manual. &

used to identify foreign securities administered by S&P CUSIP.

Bond means any Obligation with a stated maturity at the time of issuance longer than one y

CINS stands for CUSIP International Numbering System and refers to a numt@
Credit Rating Services is used in connection with the NAIC Credit Rating i st

in Part One, Section 4 and Part Three of this Manual and means: 7S

® Electronic data feed transmissions of credit ratings assigned by
corresponding CUSIP number and other pertinent security speci
updated as frequently as provided to other customers;

= Other analytical services or products, in English, provided to oth®@gustomers; and

= Access to the NRSRO’s rating analysts by SVO staff.

CRP stands for Credit Rating Provider and refers to the SR the NAIC Credit Rating
Provider List identified in Part Three of this Manual,

CUSIP stands for Committee for Uniform Seckt
herein, refers to a numbering system owned by the Anican@Bankers Association and administered
by S&P CUSIP that is used to identify publicly ggaded U.S.

CUSIP Identifier means a security identificatitS@guumber assigned to publicly traded U.S. securities
by S&P CUSIP.

Derivative Counterparties Pro ile in NAIC electronic systems used to store the
names of counterparties on the Lis Counterparties for Schedule DB, Part D, Section 1 for
purposes of netting of de gve exposuics that is used in connection with the publication of the

AVS+ Products.
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Exchange Rates Process means a file in NAIC electronic systems used to store currency exchange
rates used by insurance companies to convert the value of foreign investments into U.S. dollars for
reporting purposes and used in connection with the publication of the AVS+ Products.

Exempt U.S. Government Securities Process refers to a process within NAIC electronic
computer systems used to store the names and descriptions of U.S. Government Securities that are
exempt from filing with the SVO and that is used in connection with the publication of the
AVS+ Products.

Ex-Dividend Process means a file created in NAIC electronic systems used to store information
about stock dividends and that is used in connection with the publication of the AVS+ Products.

Executive Headquarters means the NAIC staff function responsible for day-to-day conduct of
activity in support of the NAIC members and includes the SVO. &

Filing Exempt Securities Process refers to an electronic file within NAIC electronic ¢ ute\
systems used to store the names and descriptions of securities owned by state-regulated gasu
b

companies that are exempt from filing with the SVO because they are assigned credit ra

NAIC CRPs and that insurers: 1) have reported in quarterly or annual statements (N Fin
Statement Blank) filed with the NAIC; or 2) requested to be included in the Filing k
Process through the VISION System (VISION) and in both cases, for wlgh 3

has been confirmed by the NAIC and that is used in connection with agon of the

AVS+ Products.
Guaranteed or Insured means that a guarantor or insurer ha de unconditional and
¥

irrevocable promise to perform, insure or purchase the obligation upon the default of
such obligor.

4
Initial Report means the first filing of a security with all 2 N cumentation filed with the

SVO by any insurance company.

InfoReq means an information request sent by the porting insurance company detailing

informational deficiencies associated with an Initial or a\@gbgfjuent Report relative to informational

requirements discussed in Part Two, Section 7 Part Thrce of this Manual.

Letter of Credit Process means a file in NA tronic systems used to store the names of banks
that issue letters of credit in suppggt of] relnsurance arrangements and that meet eligibility
criteria to be placed on the NAT is used in connection with the publication of the

AVS+ Products.

Money Market and E ge Traded Fund Process refers to the component of NAIC
electronic systems used to e names of Money Market Funds and Exchange Traded Funds
eligible for reporting as sed®n connection with the publication of the AVS+ Products.
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NAIC Designation means any one of the gradations of credit quality and credit risk identified by
the NAIC 1 through NAIC 6 symbols defined and notching pursuant to one or both of the
notching procedures discussed in Part One, Section 3 of this Manual.

NAIC Designation Category means and refers to 20 more granular delineations of credit risk in
the NAIC 1 through NAIC 6 credit risk scale used by the VOS/TF to relate credit risk in insurer-
owned securities to a risk-based capital factor assigned by the NAIC Capital Adequacy (E) Task
Force. Fach delineation of credit risk is represented by a letter (a Modifier) which modifies the
NAIC Designation grade to indicate a more granular measure of credit risk within the
NAIC Designation grade. The more granular delineations of credit risk are distributed as follows:
seven delineations for the NAIC 1 Designation grade indicated by the letters A through G;
three delineations each for each of the NAIC Designation grades NAIC 2, NAIC 3, NAIC 4 and O

NAIC 5 indicated by the letters A, B and C; and one delineation for NAIC Designation ixade
NAIC 6. The NAIC Designation Category framework i1s shown in Part Three, Section 1 b) o

is
Manual. All Modifiers roll up into the respective NAIC Designation grade as they are a 3&;\
them.

NAIC Financial Regulation Standards and Accreditation Program means th
formulas, regulatory treatment, devices or mechanisms set forth in the NAIC Aoy
DProcedures Mannal, the NAIC Annual Statement Instructions and the Fina
Handbook as adopted by the states.

NAIC Financial Statement Blank means the Quarterly and the Ann mt Blank, as the
context may require, in the form then in use by the NAIC that 1s y Sate-regulated insurance
companies to report investments to a state insurance department.

NAIC Member means the chief insurance regulatory o%cial @one of the 50 states, the
or1ze

District of Columbia or the four U.S. territories, or their duly 4gth presentatives.
Obligation means bonds, notes, debentures, ce lu equipment trust certificates,

production payments, bank certificates of deposi

eptances, credit tenant loans, loans
secured by financing net leases and other evidences o ess for the payment of money (or a
participation, certificates or other evidences @f an nt&@st in any of the foregoing), whether
constituting general obligations of the issuer ayable only out of certain revenues or certain funds

pledged or otherwise dedicated for payme

business entity authorized t
stock of the corporation,
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PPN stands for Private Placement Number and refers to a security identification number
assigned to privately placed U.S. securities by S&P CUSIP.

RMBS/CMBS Modeled Securities Process refers to a Process within NAIC electronic computer
systems used to store the names and descriptions of residential mortgage-backed securities and
commercial mortgage-backed securities that have been financially modeled by the NAIC Structured
Securities Group (SSG) and that is used in connection with the publication of the AVS+ Products.

SAP stands for Statutory Accounting Principles.
S&P CUSIP means the CUSIP Service Bureau of Standard & Poor’s Corporation.

SIC Code stands for Standard Industrial Code and refers to a four-digit classification scheme
established by the U.S. Department of Commerce for organizing commercial entities by inglstry

N

specialization.

SSAP stands for Statement of Statutory Accounting Principles and refers to one
individual statements of statutory accounting principles contained in the NAIC Accountin:
and Procedures Mannal. When used in this Manual, the phrase SSAP is followed by a re
specific number (e.g., No. 1) and the title of the SSAP.

Subsequent Report means an annual update filing with all appropriate gpcu @ iled with
the SVO by any insurance company when an initial filing has been made.

SVO stands for the Securities Valuation Office of the NAIC a onrtion of the
F.

Executive Headquarters that serves as the professional staff of the V!

U.S. Treasury Securities Process refers to a process within 1 ronic computer systems

t
used to store the names and descriptions of U.S. Treasury% ur andithat is used in connection
with the publication of the AVS+ Products. \

VISION refers to the SVO’s electronic computer: lorting and tracking securities.

VOS Process means the Valuation of Securities PréQgsgfiind refers to a process within NAIC

electronic computer systems used to store the ghmes and descriptions of securities owned by state-
regulated insurance companies, and the NAI&Resignation categories and/or Unit Price assigned to

them by the SVO and that is used in cong the publication of the AVS+ Products.

VOS/TF stands for the Valuat f @ s (E) Task Force of the NAIC and refers to the
NAIC member group responsible ormraiing and implementing NAIC’s credit assessment and

securities valuation policy.
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SECTION 2. GENERAL REPORTING FRAMEWORK

a) Obligation to Report

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

For purposes of this Part Two, Section 2 a), an Investment Security means an
instrument evidencing a lending transaction between an insurance company as
lender and a non-affiliated borrower, where the borrower’s sole motivatio@s to

borrow money and the insurance company’s sole motivation is to make,a p
on the loan that the state of domicile regulates by reference to th&

Financial Regulation Standards and Accreditation Program.

The SVO shall have no authority to issue NAIC Designations or anyggther C
analytical product to an insurance company for a Regulatory Traasa der

Section 2 a) of this Part.

See Part Three, Section 6 of this Manual for the ge
Transaction and a description of the processes governingfhe

b) Authority to Require a Filing with
The existence of a filing exemption for a transactioniggcurily, financial asset or
9

investment activity in any part of this Manual

itt

n endcd to, and shall not be
read as, prohibiting a state insurance®e ropl requiring its domiciled

ancial asset or investment

In addition, nothing in this Manu@
regulator from asking for SVO or
investment related activity, in co

read as prohibiting a state insurance
dytical assistance with respect to any
ction with assessment of investment-
related aspects of a Regulaf@@k Transaction, as defined in Part Three, Section 6 of
this Manual and directy ance company to file relevant information with
the SVO or theSG rpose.

Reporting to the is accomplished by filing the appropriate form or
applicati d providing the initial and continuing information required by this

Manual or’ st additional information as may be requested by SVO staff.
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d) Reporting Responsibilities
Reporting 1s the responsibility of the insurance company that has purchased the
investment. There are procedures that reduce multiple reporting on the same
securities by different insurance companies. These procedures are discussed
below.

As a general rule, the reporting of privately placed securities is the responsibility
of the insurance company lender with the largest dollar investment in the
transaction. Also, only previously unreported investments need be reported to the
SVO. To ascertain whether another insurance company has previously reported a
security to the SVO, the reporting insurance company should consult the most

recent AVS+ Products, the AVS or VISION.
No reporting 1s necessary if the security: (1) is listed in the AVS+ Products gyth aO

recently assigned NAIC Designation; (i) is listed in AVS+ with a curgent
review date and a symbol that is other than an NR; or (iif) has been lo&

VISION.
e) Use of a Filing Agent
Insurance companies may designate an agent to perform filings yath by

providing the SVO with written notification of the agent
insurance company’s letterhead, identifying the age&,
authority, expiration date of the authority and an a
insurance company remains legally obligated to file all

to pay all appropriate fees.

f) Security Identification Number:
No security may be reported to the SV wi id CUSIP, PPN or CINS
Identifier. Only S&P CUSIP may assign C Idgaa#fters, PPNs and CINS.

To obtain filing and fee inform
number, reporting insurance cG

IP Identifier, PPN or CINS
t contact S&P CUSIP at: CUSIP
Service Bureau, Standard & Poor’s on, Attention: Senior Copy Editor,
55 Water Street, 47th Flgor, New %rork, N.Y. 10041, email address is
cusip_ppn@standardandpagiis.com, Facsimile (212) 438-6572.
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SECTION 3. SHORT-TERM INVESTMENTS

A short-term investment is defined as an investment that has one year or less to maturity.
Investments that have one year or less to maturity when issued are not reported to the SVO.
Investments which when acquired by an insurance company have one year or less to maturity, but
which when issued had greater than one year to maturity, need only be reported to the SVO if they
do not have an NAIC CRP rating or an NAIC Designation for the issuer.
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SECTION 4. REPORTING EXEMPTIONS

a) Statement of Policy
It is the reporting company’s responsibility to classify filing exempt (FE) securities
in accordance with the requirements imposed in this Manual.

Insurance companies and their investment advisors are encouraged to consult
with the VOS/TF, the SVO, individual state regulators or to use the RTAS —
Emerging Investment Vehicle Service process discussed in Part Four, Section 2 of
this Manual to gain an understanding of classification, including the probable

regulatory treatment for new or previously existing but substantially evolved or

K
38

modified securities.

b) Certain Separate Accounts
Insurance companies need not report securities or other relevant transacti&

the SVO if such assets are held in a separate account that is not subject
the asset valuation reserve (AVR) or risk-based capital (RBC) charges.
securities and relevant transactions held in a separate account must be
the SVO unless they are filing exempt as set forth in Part Three of

c) U.S. Government Securities

()  Inital Filing Conventions and Documentation 4

(A)  U.S. Government Securities Required to Be Filed » N
U.S. Government debt that is not issyed guaraifteed or insured
by, those entities listed in below are s§igect e filing exemption
provided for in when rated by an, I otherwise, must be
filed with the SVO. P

(B)  SV°O Publishing Conventions for .S. Government Securities

(1)  U.S. Treasury Obj@itio

US. Treasury O
automatically, and

7

added to the VOS Process
ar in the VOS Product. The

ublished in the AVS+ Products. The securities should, however, be
ried with a CUSIP in the appropriate section of Schedule D. The
AIC Designation is NAIC 1.
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©

(A4)

U.S. Government Security

Filing Reguirements for U.S. Government Securities

No filing is required for the securities deemed exempt from filing
unless a state insurance department has specifically requested the
SVO to evaluate an exempt security.

For U.S. Government Securities required to be filed with the SVO,
the reporting insurance company shall submit: (a) a completed SAR;
and (b) a prospectus of the security that includes a description of the
U.S. government program under which it is issued, and appropriate
evidence that the security or other obligation is backed by the
U.S. government, an agency of the US. government or a
U.S. government-sponsored enterprise.

A variety of documents are acceptable as evidence that the iss‘er in

N

question has some degree of support from the U.S. governmen

copy of the legislation that created the entity or the pro
acceptable as evidence of government support. Additiona

rating rationale memorandum discussing th.

support. Oftentimes, the prospectus for if
sufficient detail the relationship of the entt
its agency of its government-sponsor t

It is not enough to merely establish ship between the
U.S. government and the entity. [fis ssaty to provide materials

that specifically describe £ ch anghll terms of the obligation

ent will pay the obligation.

Subsequent Viling
No subsequent report (1.€
non-exempt U, government securities. However, a material credit
events filing, ptiguant to Part Two, Section 7 d) of this Manual is

required xept U.S. government securities, if:
(1 ion authorizing the program has been rescinded,;
@) ¢ transaction terms and/or the transaction documents

ave been Watved, amended or modified; or

If the legal commitment of the U.S. government,
overnment agency or U.S. government-sponsored entity has
en allowed to lapse or has been withdrawn.
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(1)  Filing Exemption
This section defines what the NAIC deems to be U.S. Government

Obligations. They are not required to be filed with the SVO.

NOTE: Because these filing exemption provisions are set forth without any
compliance mechanism, the SVO will not be able to verify whether
insurers have filed all securities that are required to be filed with the SVO.
State insurance department regulators may wish to create their own
compliance mechanisms to protect any interests they may have relative to
their domiciliary insurers.

The SVO does not have responsibility for determining whether specific
securities should be filing exempt. An insurer who is uncertain whether a
specific security qualifies for exemption should not contact the SVQ for

guidance, but should either file the security with the SVO or use \
in

RTAS — FEmeroi Investment Vehicle Service process descr:

Part Four, Section 2 of this Manual and obtain an opinion on eggmp
for that security.

(tv)

securities, loans, and leases) on, and the portions bns G are directly

and unconditionally issued, guaranteed or insur the @S. Government
or its agencies.

U.S. Government agency mean n mentality of the
U.S. Government the debt Obli@tion o are fully guaranteed or
insured as to the timely payment of@eincip, d interest by the full faith

and credit of the U.S. Govg ategory includes in addition to
direct claims on, and

of claims that are directly and
unconditionally guaranteed g, the U & Government agencies listed below,
claims collateralized by @S issued or guaranteed by the
U.S. government agegies listed Delow for which a positive margin of

collateral is maintat on a daily basis, fully taking into account any

pany’s exposure to the obligor or counterparty
bn to the market value of the collateral held in

© 1990-2018 Natio sociation of Insurance Commissioners 64 December 31,2018



Part Two

Section 4. Reporting Exemptions Filing with the SVO

\Y)

[ U.S. Government Full Faith and Credit — Filing Exempt

Army and Air Force Fxchange Services (AAES)

Commodity Credit Corporation (CCC)

Export — Import Bank of the United States (EXIM Bank)

Farmers Home Administration (FmHA) Certificates of Beneficial Ownership
Federal Deposit Insurance Corporation (FDIC)

Federal Housing Administration (FHA)

General Services Administration (GSA)

Government National Mortgage Association (GNMA)

National Credit Union Administration (NCUA)

Overseas Private Investment Corporation (OPIC)

Small Business Administration (SBA)

U.S. Agency for International Development (AID)

U.S. Department of Agriculture (USDA)

U.S. Department of Health and Human Services (HHS)

U.S. Department of Housing and Urban Development (HUD) &
U.S. Department of the Treasury

U.S. Department of Veterans Affairs (VA)
U.S. Maritime Administration (MARAD)

Washington Metropolitan Area Transit Authority
Filing Fxemption for other U.S. Government Obligations
Obligations 1ssued and either guaranteed or insured, 25mto Shely
payment of principal and interest, by the go encies  Or
government-sponsored enterprises listed below £ They are
not backed by the full faith and credit of the U.S t. The filing

exemption here is based on an analytical jud the combined

creditworthiness of the entity itself and U. verfiggent support for that
entity provides confidence that the issuecggll b to pay its obligation
on a full and timely basis at the leyel of, 1 quality designation. For
the avoidance of doubt, prefeée o /similar securities of the

government agencies or gove enterprises listed below are

d hence are not subject of

red by:

tgage Corporation (Harmer Mac)

tion Funding Corporation (REFCorp)
ee Valley Authority (TVA)
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d) Filing Exemption for Public Common Stock
Insurers must report values for all securities on their NAIC Financial Statement
Blank including for FE securities as defined in Part Three of this Manual. Some
documentation requirements for securities filed with the SVO are set forth in
Part Two, Section 7 of this Manual; most are in Part Three in the sections for

specific asset security types. These documentation requirements apply when a
security must be filed with the SVO.

e) Filing Exemption for Certificates of Deposit Reported as Bonds
under SSAP No. 26R

(1) A Certificate of Deposit that meets the definition of a bond in
SSAP No. 26R—DBonds 1s exempt from filing with the SVO if it is issued by
a bank whose deposits are fully insured by the FDIC and is for an amgmt: O

1 Equal to or less than the maximum FDIC deposit ingur
provided however, that the insurer’s aggregate deposits wit}%
d

are equal to or less than the maximum FDIC insurance limi
2 Greater than the maximum FDIC deposit insuragce pr
the issuing bank is rated and monitored by an NAIC C

(i) The NAIC Designation for Certificates of Dep("t d
above shall be NAIC 1. The NAIC Designation for

described 1n ¢) (1) (2) above shall be derived b Nm of the filing
exempt conversion process discussed in Section 1 b) of this
Manual.

NOTE: Please refer to the NAIC Accountin 17 Procedures Manunal for the
text of SSAP No. 26R—Bonds as it applies C\1ca of Deposit.
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SECTION 5. SPECIAL REPORTING INSTRUCTION

a) NAIC Designations Related to the Special Reporting Instruction
NAIC 5GI is permitted to be assigned by insurance companies to certain
obligations that meet all of the following criteria: (1) documentation necessary to
permit a full credit analysis of a security by the SVO does not exist or an NAIC
CRP credit rating for an FE or PL security is not available; and (2) the issuer or
obligor is current on all contracted interest and principal payments; and (3) the
insurer has an actual expectation of ultimate payment of all contracted interest
and principal.

An insurance company that self-assigns a 5GI must attest that securities recetving
this designation meet all required qualifications by completing the appropriate
general interrogatory in the statutory financial statements. If documer@tion
necessary for the SVO to perform a full credit analysis for a security does

exist or if an NAIC CRP credit rating for an FE or PL security is not aviable,

but the issuer is not current on contractual interest and principal me
and/or if the insurer does not have an actual expectation of ultimate pay: 0
all contracted interest and principal, the insurance company is req to Jetf-

assign this security an NAIC 6%*.

NAIC 6* 1s assigned by an insurer to an ob]igation% liet
obligation with appropriate documentation in instanc h
documentation does not exist, but the requirements fa insuripce company to
assign a 5GI are not met.

Securities with NAIC 5GI Designations ari eme possess the credit
characteristics of securities assigned an uAl tion. A security assigned
an NAIC 5GI Designation incurs the r to tment associated with an

NAIC 5 Designation.

Securities an insurance compa Msigned as NAIC 5GI are permitted

he requirements for an NAIC 5GI

to subsequently receive this dest,
designation continue to be met.

Securities with NAIC
characteristics of securif

from an NAIC 5 Designation. The asterisk (*) after the
r 6 distinguishes the NAIC 6* Designation from an NAIC 6
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SECTION 6. THE MECHANICS OF REPORTING WITH THE SVO

Information about the VISION platform, including general information, user guides and online
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SECTION 7. REPORTING CONVENTIONS AND REQUIRED DOCUMENTS

a) Initial Report

An 1nitial filing consists of a completed form(s) and information, documentation
and data in quantity and quality sufficient to permit the SVO to conduct an
analysis of the creditworthiness of the issuer and the terms of the security to
determine an Association Value. It is the obligation of the reporting insurance
company to provide the SVO with all necessary information. It is the
responsibility of the SVO to determine whether the information provided is
sufficient and reliable for its purposes and to communicate informational
deficiencies to the reporting insurance company.

b) Informational Deficiencies
Upon receipt of a submission by a reporting insurance company, the submfgsion

1s logged by date and time received and assigned to the appropriate staf] ana\
s an

for credit assessment or unit pricing. If the staff analyst determines that th
informational deficiency, he or she will so advise the reporting dgsura
company.

The transaction for which a request for additional information is gegue &l be

information requested, the SVO will discard the filin
submitted with it in VISION will reflect that the ﬁQ

held without processing for a period not to exceed 45 day’ ompletion

pvide the

of the 45 days, the reporting insurance company h® fa

mnsufficient information.

On an exception basis, the SVO may grant a 1 nse sion to the reporting
insurance company but not to exceed &)—da% with the time-period to
begin on the date that the information req waspisgfied. If such an extension is
granted, and if the reporting i 2 Ny has failed to provide the
wiled, the SVO will discard the filing

the end of the 90-day period and
was discarded due to insufficient

information requested within tj
and all documentation submitted
Work Flow will reflect that the

information.

Either at the expiration_of 5-day or 90-day period, the reporting insurance

company shall be oh
NAIC Design:

If the SVO detcr
responsgy tQ its req

e the security again if it wishes to obtain an

s 1t requires additional information after it has received a
for additional information, a new 45-day period
shall begi ess an extension is granted as indicated above, in which case a new
90-da ! Hegin.
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c) Reporting Conventions and Required Documents
Specific reporting conventions for initial reports that all reporting insurance
companies should follow are described below.

(i)  Corporate Issues

(A)  Unrated
In the case of a corporate issue not rated by an NAIC CRP, the
reporting insurance company shall complete an SAR and shall attach

the issue’s public offering statement or private placement
memorandum, as the case may be, the insurance company’s internal
Credit Committee memorandum and the Audited Financial
Statement of the issuer for the last three consecutive years. If an issue
is rated by a rating organization other than an NAIC CRP, @)rmtO

evidence of such rating. The SVO will contact the or
insurance company if additional information is required. If &
these documents are available, the reporting insurance com

obtain and complete the SVO’s VIM form and submi e
required documents and attachments. Insurance comp epopiing

bonds of not-for-profit entities shall fo

conventions applicable to bonds of profit-mgking %

(B)  Foreign Lssuers
(1) General Rule on Presentation of Finan@l Res

Any security owned or eligible for pur by a@insurance company

that is 1ssued or otherwise the obli n o n-U.S. obligor, must

be accompanied by an Statement prepared in
accordance with a Global
Reconciled Financial i ndard unless the SVO has been
specifically authori
Standard for issuers U

accordance with the proct described in this subsection.

(2)  Procedure Authorize SVO Use of a National Financial
Presentatio ndard

accWssociation (but not individual insurers or other

ritten request, ask the SVO to study the feasibility

try and the associated National GAAP or National

Manual. The SVO is authorized, but not required, to

old discussions with representatives of the national insurance

ciation to evaluate whether the criteria specified below has been
et and to formulate a recommendation to the VOS/TF. The SVO
ay not assign an NAIC Designation to or otherwise assess a
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security under the proposed national standard until the VOS/TF has,
by amendment to this Manual, added the proposed country and the
associated National GAAP or National IFRS to this Manual.

(3) Pre-Conditions to the Exercise of SVO Authority to Conduct a
Requested Study

(a) Information Supporting the Request

As part of its request, the national insurance association shall:

(1) Demonstrate that the request to add a National
GAAP or National IFRS standard reflects that the borrower
population the industry would target is not required to use a

Global Financial Presentation Standard or the Reconciled
Financial Presentation Standard to obtain financing @n its

local market and otherwise lacks the economic o 1)
incentive to use a Global Financial Presentation Stan or

the Reconciled Financial Presentation Standar

absence of a requirement.
(i1) Provide evidence of both investment opp
industry interest to make investments 1 ’
(i)  Explain the relationship of@the | % National
GAAP or National IFRS financi ®h standard
within the larger context of the co

s e mic, financial,
regulatory and legal traditions;
tional GAAP or
andard, viewed from
the perspective of Pinve ndSrom that of the SVO as a
risk assessor, is Qg ‘M a transparency sufficient to

esignations analogous to those

(iv)  Explain how the prop
National IFRS financial se

prepared ush inancial Presentation Standard.

(4)  Parameters of the SVE
(a) Objectiy,

& prop@sed hational accounting standard result in similar or
eriallyy different presentation (i.e., consistently more

dtive or aggressive presentation for significant

ons

ctions) of financial results and position from that under
a Global Financial Presentation Standard or a Reconciled
Financial Presentation Standard. This reflects that the role of
financial information in a credit risk assessment is to provide
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an adequate basis to make an assessment of the issuer’s
financial profile, both by itself and compared to other issuers.
(i) The SVO’s primary focus will be on identifying the
material differences between accounting methods for the
income statement, balance sheet, and, to a lesser extent, the
statement of cash flows.

()  The agreed-upon expectation 1s that similar
presentation of financial results and position generally require
no change in determination of credit risk while material
differences in presentation could lead to a change in
determination of credit risk.

(v)  If local accounting standards lead to material
differences, it will be necessary to determine 4phich

differences in accounting method apply to the comp ¢
analyzed and whether the differences are broadly o ed
(i.e., across industries).

(b) Process

) The national insurance associag

identify an accounting firm that is gg X
accounting system of the country pr
the List of Countries and assogiited ional Financial

Presentation Standard.

(i) The national insuranc oct will work with the
ssion on those aspects of
o the SVO for purposes

ion will focus on the material
counting methods for the income
statement a: #iince sheet, and shall include such
or addifional areas as the SVO shall deem
ry in view of the specific country and national

sutticient basis for it to make needed adjustments to the
ancial information presented under the national
accounting standard.
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(v) The SVO shall then assess whether the application of the
adjustments in one or more transactions confirms that the
use of the national accounting standard leads to the
creation of NAIC Designations analogous (in the
information they convey about credit risk) to those
created by the use of a Global Financial Presentation
Standard.

(c) Information Requirements Associated with the Use of a National

Financial Presentation Standard

Insurance companies who file securities whose issuers present

financial information in accordance with a National Financial

Presentation Standard shall: ’S O

(i) Where materially different from Global x

Presentation Standards, identify how local ac&
standards treat specific issues relevant to assesstggat

credit risk;
(i) Provide written descriptions of the accopgi nce

the insurer considered, and of howd concerns

about the accounting difference lvestment
decision making process;

(i11) Be prepared to provide SYO acceSP to the issuer’s
management or to cO quegions and retrieve
information from the is s ment.

t of cash flows for the

past three years. ( defifition of Audited Financial

Statement & Section 1 and Part Three,

(iv) Include a consolidate

Section anual for additional guidance
pertaining
(v) For filings P d on the basis of French generally

standards GAAP, the following
ad@onal documentation is required:

S@gsure of finance lease obligations;

closure of operating lease commitments in a
nner similar to that required by IRFS or
S GAAP;

Disclosure of pension assets and liabilities as well as
any other post-employment plan obligations. Key 1s
disclosure of any unfunded amount;

=  Disclosure of the amount of treasury stock, if any,
and how it 1s accounted for;
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= Segment reporting of sales, assets, income and
depreciation.
(vi) For filings presented on the basis of Italian GAAP, the
following additional documentation is required:
®= A consolidated statement of cash flows for three
years;
= Disclosure of finance lease obligations;
= Disclosure of operating lease commitments in a
manner similar to that required by IRFS or
US GAAPD;
= Disclosure of pension assets and liabilities, as well as
any other post-employment plan obligations,
especially of any unfunded amounts;
=  Disclosure of the amount of Treasury stoc
and how it is accounted for.
(vit)  For filings presented on the basis of the wi bo
of rules and regulations of Swiss GAAP FER &Core ”
and other Swiss GAAP FER Standards), the i
provides the following information:

*  Full set of audited financid®starcTgy luding a
statement of cash flows;
=  Disclosure of finange 1 an erating lease
»

commitments in a ma
IRES or US GAAP;
= Disclosure of pe

to that required by

s and liabilities as well as

any other ent plan obligations,

mount;

unt of treasury stock, if any,

n ned Auditor’s Opinion;
lidation information and consolidated financial

&Oements where relevant.
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(5) Countries and Associated National Financial Presentation
Standards

The SVO is authorized to accept Audited Financial Statements

prepared in accordance with the following National Financial

Presentation Standards:

= (Canadian Accounting Standards for Private Enterprises but
only for non-financial institutions.
= UK Financial Reporting Standard (FRS) 102 (which

encompasses Irish companies reporting under FRS 102).
= Australian GAAP.
=  German GAAP.
= French GAAP but subject to the presentation of addifional

documentation as part of an initial or of an annual filing.
= Dutch (Netherlands) GAAP. \
= Ttalian GAAP but subject to the presentation of ggdi

documentation as part of an initial or of an annual fili
=  Belgium GAAP.

= Swiss GAAP FER presented on the bg ! ody
of rules and regulations of Swiss G, % bre FER”
and other Swiss GAAP FER Standar : ifect to the
presentation of additional documention art of an initial
or of an annual filing.
(i)  Municipal Issues
(A)  Unrated &
In the case of an unrated mu: | tr tion where the bond to be

filed is within one yg
accruing; the repq
SAR, together with a C

interest payments are to begin
¢ company shall file a completed
Official statement for the issue.

If the unrated icipal ti{iSaction is more than one year beyond
the date interggll payments began accruing, the reporting insurance

company sha completed SAR, together with the issuer’s latest

available %
If 21CID

r pre-refunded, the reporting insurance company must file

ncial Statements.

bond issue in question has been escrowed to

completc® SAR together with a copy of the escrow agreement or

her evidence of the escrow or pre-refunding, such as a letter from
enture trustee.
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(itf)

(tv)

(B)  Industrial Development Revenne Bonds and Pollution Control Revenue Bonds
In the case of an industrial development revenue bond, a pollution
control revenue bond or similar transaction, the reporting insurance
company shall submit the Audited Financial Statement of the
corporate entity that guarantees or otherwise supports the issue.

(C)  Canadian Municipals
This subsection (i) also is applicable to issues of Canadian municipal

1ssuers.
Structured Issues

(A)  Structured Securities Reporting a Subsequent Report
Please refer to Part Seven of this Manual for instructions applicable
to RMBS, CMBS and asset-backed (ABS) securitizations. L 4

Mutual Funds \
Any money market fund wishing to establish that it meets the cgnds
p

List, and any bond mutual fund wishing to establish that
conditions for listing on the Bond List, must subgg

submission package to the SVO with the followingd @ 2

(A)  The appropriate money market jete,

application form;

(B)  Authorization letter reques re of the fund for

approved list purposes;

©) Prospectus of the fund;

(D)  Statement of Additi¥a] T atigh (SAI);

E) Most recent a epegs, of fund, and, if more recent,
o porigpnd

\N[C CRP dated in the year of the

®)

need not file ag B

CRP, aglf?/or ma 7
requiremis, 00t
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(v)  Exchange Traded Funds
(A)  No Purchase /| No Initial Report

An insurance company must make an Initial Report in connection
with shares of an Exchange Traded Fund (ETF) only when it has
purchased the shares of an ETF. If the insurance company has not
purchased shares of the ETF when it files the application for RT'AS —
Regulatory Treatment Analysis Service, then the insurance company

is not obligated to file an Initial Report with the SVO at that time.

(B)  Purchase Prior to or Contemporanconsly with RTAS — Emerging Investment
Vebicle Service Application
If the insurance company has purchased shares of the ETF when it
files the RTAS — Emerging Investment Vehicle Service Application,

SN

the insurance company should file an Initial Report with the S

the same time as it files the RTAS — Emerging Investment
Service Application.

An Initial Report of shares of an ETF in these circumst
of the Corporate Bond ATF Form and a statement that
company has submitted an RTAS — Emergidiy IfVestin
Service Application to the SVO for the shar@ of ©

(C)  Purchases Subsequent to Listing of ETEF on ETT \
If an insurance company purchases shar he ET® after the SVO

s

has placed the name of the ETF o o List discussed in
DPart Six of this Manual, then the in ce any should ascertain
whether another insurance‘om n eported purchase of the

ETF to the SVO. If no o inSura company has previously
e SVO, then the insurance

. See Section 2 d) of this Part

to determine if another insurance

reported the purchasggl
company should filg

above for a descript
company has already rep@

(vi) Preferred Stock
(A)  Unrated

atier the issuer’s Certificate or Articles of Incorporation
the terms and characteristics and the rights and
references of the preferred stock, the issue’s prospectus or private

nt memorandum and the Audited Financial Statement of the
suer for the last three consecutive years.

© 1990-2018 Natio sociation of Insurance Commissioners 77 December 31,2018




Part Two
Filing with the SVO

Section 7. Reporting Conventions and Required Documents

®

(i)

(iif)

d) Subsequent Reporting (Annual Update Filings)

Filing Exempt Securities
No subsequent report is required for filing exempt securities unless they no

longer qualify as filing exempt. Instructions for filing exempt securities are
detailed in Part Three Section 1 b) of this Manual.

All Other Securities

Any insurance company that owns a security that is not filing exempt can
make an annual update filing be providing the additional or annual
information described in Part Three or elsewhere in this Manual for a
specific security type. For purposes of this Manual, it is assumed that
reporting responsibility is borne by the company that has filed the Initial
Report. However, the SVO recognizes the possibility that the gnitial
reporting insurance company may have sold its investment. Therefore,

Material Credit Events Filing

>

insurance companies with an interest in a security may need to su th
information necessary to enable the SVO to complete its annugd re
Annual filings should be reported to the SVO on the Annual ATF.

It is the responsibility of the reporting insuranc o Ile all
information that indicates a change in the credit clfract® he issuer
or a material change in the terms of the agreement

What constitutes a material change will va rdancSRvith the nature

of the transaction. For purposes of this su ion, aterial credit event
is any occurrence that affects or is substagmally to affect the issuer’s
ability to pay the obligation in accgdan 7 terms.

A determination that a bond is 1 fo poses of SSAP No. 26R—
hi! section. Accordingly, when an
nired under SSAP No. 26R, it shall

nder this subsection.

Material events sho be rep¥rted to the SVO on the Material
Change/Additional @faformation ATEF. The SVO assumes that the
i curate and will reflect all information relevant to
¢ possession of the reporting insurance company.
dit the information submitted by the insurance
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SECTION 8. STANDARD INDUSTRIAL CLASSIFICATION (SIC) CODES
a) General

The SVO will not publish SIC Codes in AVS+.

The general rule for applying these codes is to ascertain the business of the
primary payer of interest, principal, lease or guarantee on the relevant cash flows.
In those instances where more than one SIC Code has been assigned to
establishments within the organizational structure of the entity issuing the
investment the SIC Codes listed should be the SIC Codes which best describe the

primary activity, principal product, group of products, or services rendered of the
issuing entity.
If the issuer’s security is guaranteed or contractually supported by another entity,
with a superior rating, the code assigned should be that of the und&y' o

guarantor or supporting creditor of the security. Insurers may complet
two digits of the code if they have such information.

Q\Qo
x$
P
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b) Sectors/Industries and Corresponding SVO Analysts
SIC CODE Industry Analyst SIC CODE Industry Analyst
0722 CROP HARVESTING-BY MACHINE Yazzo
01000783 — Agriculture, Products/Services 0723 CROP PREP SVCS,EX COTTON GIN Yazzo
0100 AGRICULTURE PRODUCTION-CROPS Messer 0724 COTTON GINNING Yazzo
0110 CASH GRAINS Messer 0740 VETERINARY SERVICES Yazzo
0111 WHEAT Messer 0741 VETERINARY SERVICE-LIVESTOCK Yazzo
0112 RICE Messer 0742 VETERINARY SVCS-ANIMAL SPECS Yazzo
0115 CORN Messer 0750 ANIMAL SERVICE,EX VETERINARY Yazzo
0116 SOYBEANS Messer 0751 LIVESTOCK SVCS,EX VETERINARY Yazzo
0119 CASH GRAINS, NEC Messer 0752 ANIMAL SPEC SERVICES, EX VET Yazzo
0130 FIELD CROPS, EX CASH GRAINS Messer 0760 FARM LABOR & MANAGEMENT SVCS Yazzo
0131 COTTON Messer 0761 FARM LABOR CNTRCTRS,CRW LEAD Yazzo
0132 TOBACCO Messer 0762 FARM MANAGEMENT SERVICES Yazzo
0133 SUGARCANE AND SUGAR BEETS Messer 0780 LANDSCAPE,HORTICULTURAL SVCS Yazzo
0134 IRISH POTATOES Messer 0781 LANDSCAPE COUNSEL & PLANNING Yazzo
0139 FIELD CRPS,EX CASH GRAIN,NEC Messer 0782 LAWN AND GARDEN SERVICES
0160 VEGETABLES AND MELONS Messer 0783 ORNAMENTAL SHRUB & TREE SVCS
0161 VEGETABLES AND MELONS Messer
0170 FRUITS AND TREE NUTS Messer 0800-0850 — Forestry
0171 BERRY CROPS Messer 0800 FORESTRY
0172 GRAPES Messer 0810-11 TIMBER TRACTS
0173 TREE NUTS Messer 0830-31  FOREST NURSERY, FOREST PRODS
0174 CITRUS FRUITS Messer 0850-51  FORESTRY SERVICES
0175 DECIDUOUS TREE FRUITS Messer
0179 FRUITS AND TREE NUTS, NEC Messer 0900-0970 — Fis|
0180 HORTICULTURAL SPECIALTIES Messer 0900 FISHING, HUNT[Q& TR, Messer
0181 ORNMNTL FLORCLTURE,NURSRY PD Messer 0910 COMMERCIAL FISHI
0182 FOOD CROPS GROWN UNDER COVER Messer 0912 FIN FISH Messer
0190 GENERAL FARMS,PRIMARILY CROP Messer SHELLFISH Yazzo
0191 GENERAL FARMS,PRIMARILY CROP Messer Yazzo
0200 AGRIC PROD-LVSTK,ANIMAL SPEC Yazzo Messer
0210 LIVESTOCK,EX DAIRY & POULTRY Yazzo Yazzo
0211 BEEF CATTLE FEEDLOTS Yazzo
0212 BEEF CATTLE, EXCEPT FEEDLOTS Yazzo
0213 HOGS Yazzo Maggi
0214 SHEEP AND GOATS Yazzo Maggi
0219 GEN LIVESTK,EX DAIRY,POULTRY Yazzo Maggi
0240 DAIRY FARMS Yazzo Maggi
0241 DAIRY FARMS Yazzo Maggi
0250 POULTRY AND EGGS Yazzo Maggi
0251 BROILER,FRYER,ROASTER CHICKN Yazzo Maggi
0252 CHICKEN EGGS Yazzo FERROALLOY ORES, EX VANADIUM Maggi
0253 TURKEYS AND TURKEY EGGS Yazzo 1080-81 METAL MINING SERVICES Maggi
0254 POULTRY HATCHERIES Yazzo 1090 MISCELLANEOUS METAL ORES Maggi
0259 POULTRY AND EGGS, NEC Yazz 1094 URANIUM-RADIUM-VANADIUM ORES Maggi
0270 ANIMAL SPECIALTIES 1099 MISCELLANEOUS METAL ORES,NEC Maggi
0271 FUR-BEARING ANIMALS, RABBITS 220 1200 COAL MINING Maggi
0272 HORSES AND OTHER EQUINES 0 1220 BITUMINOUS COAL, LIGNITE MNG Maggi
0273 ANIMAL AQUACULTURE Y 1221 BITMNS COAL,LIGNITE SURF MNG Maggi
0279 ANIMAL SPECIALTIES, NEC 220 1222 BITMNS COAL UNDERGRND MINING Maggi
0290 GEN FARMS-LVSTK, ANIMAL SPEC 1230-31 ANTHRACITE MINING Maggi
0291 GEN FARMS-LVSTK, ANI C Yazzo 1240-41 COAL MINING SERVICES Maggi
0700 AGRICULTURAL SERVICES Yazzo 1300 OIL AND GAS EXTRACTION Serrano
SOIL PREPARATION SER Yazzo 1310-11 CRUDE PETROLEUM & NATURAL GS Serrano
3 Yazzo 1320-21  NATURAL GAS LIQUIDS Serrano
Yazzo 1380-81  OIL AND GAS FIELD SERVICES VanBuskirk
Yazzo 1382 OIL AND GAS FIELD SERVICES VanBuskirkk
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SIC CODE Industry Analyst SIC CODE Industry Analyst
1389 OIL AND GAS FIELD SERVICES, NEC VanBuskirk
1400 MNG, QUARRY NONMTL MINERALS Maggi 2010 MEAT PRODUCTS Yazzo
7410:11 _ DIVMENSION STONE Maggi 2011 MEAT PACKING PLANTS Yazzo
1420 CRSHD,BRKN STONE,INCL RIPRAP Maggi 2015 POULTRY SLAUGHTER & PROCESS Yazz0
1422 CRUSHED AND BROKEN LIMESTONE Maggi DUCTS Yazzo
1423 CRUSHED AND BROKEN GRANITE Maggi 2021 CREAMERY BUTTER Yazzo
: 2022  NAT.PRO
1429 CRUSHED & BROKEN STONE, NEC Maggi CESS.AMITATN CHEESE, Yazzo
1440 SAND AND GRAVEL Maggi _ana_nﬁme.DENS.D_MLDALBX.EDS_XaEQ_ZQH CE CREAM & FROZEN DESSERTS Yaz20
1442 CONSTRUCTION SAND AND GRAVEL Maggi 2026 FLUID MILK Yazzo
1446 INDUSTRIAL SAND Maggi
1029 SAND MISCELLANEOUS Maggi 2032 CANNED SPECIALTIES Yazzo
1450 CLAY,CERAMIC,REFRACT MINERAL Maggi 2034 DRY. DEHYDR FRUIT. VEG. SOUP Yazzo
1455 KAOLIN AND BALL CLAY Maggi 2035 PICKLD FRUIT.VEG,SAUCE.SEAS Friedman
1459 CLAY,CERAMC,REFRCT MINRL,NEC Maggi ild iegma"
- 2038 FROZEN SPECIALTIES, NEC Friedman
1470 CHEM, FERTILIZER MINERAL MNG Magg! T BRODLICTS T
1474 POTASH,SODA,BORATE MINERALS Maggi ,A OUR & OTHER GRAIN MILL PD Frigdman
1475 PHOSPHATE ROCK Maggi 2043 CEREAL BREAKFAST FOODS Friedman
1479  CHEM,FERTLIZER MINRL MNG,NEC Maggi 2044 RICE MILLING
A 04 PREPARED QUR MIX DO H g
1480-81  NONMTL MINRL SVCS, EX FUEL M
so8l RO S IR 288 046 WET CORN MILLIN fan
1490 MISC NONMTL MINERAL,EX FUELS Maggi 2047 DOG AND CAT FOOD e |
1499 MISC NONMTL MINRLS, EX FUELS Maggi 048 PREP FEED ANMLS-EX DOGS.CA Diriedmad
| 2050 BAKERY PRODUCTS gman
Ty - 0 BREAD. BAKERY PD X COOK Frie
1500-1799 - Building and Heavy Construction/Contractors > CODKIES AND CRACKERS. R Fricdl)
1500 BLDG CNSTR-GEN CONTR,OP BLDR Yazzo 0 ROZEN BAKERY PDS. EX BREAR B Friadthan
g o S 2060 SUGAR & CONFECTIQAMERY AEIOUSY az20
1521 GEN CONTR-SINGLE-FAMILY HOME Yazzo 06 AN AR, EXCEPT 1l Yazzo
i 06 AN REEMING N Yazzo
|_1530-31  OPERATIVE BUILDERS Yazzo i & tazze
5 06 ANDY & OTH COb CS N PRCE Yazzo
—]‘uwmwmﬁ_xum—_ 3 066 HOCOLATE AND: JOCOATMRDUCTS Yazzo
1542 GEN CONTRACTOR-NONRES BLDGS Yazzo 06 HEWIN \Va. Yazzo
: NG 5 CONSTR Z 06 A DERR@ASTEL TS, SEEDS Yazzo
1610-11 _ HGHWY.STREET CONSTR.EX ELVID Zhu 070 ALSAND _ =S Yazzo
A STREET hy 074 OTTONSEEDS WM Yazzo
Wﬁ Y CNSTR Zhy 0 QYR YOIL MIE Yazzo
1623 NATER.SEWER PIPELINE CONSTR Z 076 OIL MU FX CORN & OTH Yazzo
1629 EAVY CONSTRUCTION. NEC Zhii 0 ANMAEANINE FATS & O Yazzo
1700 CONSTRUCTION-SPECIAL TRADE Kenned 0 H S /IARGARINE, NEC Yazzo
1710-1 PLUMB. HEAT & AIR-CONDITION Kennedy 08 Yazzo
1720-1 PAINTING AND PAPER HANGING < RAGES Yazzo
1730-1  ELECTRICAL WORK Kennedy = - tazze
& BRAN PIR azz0
AND B NDED QUOR azz0
1741 MASONRY, STONE SET, OTHER Kennedy N SOFT DRINKS.WATER Yazzo
1742 PLSTRNG.DRYWALL,INSULTN WORK Kennedyv XTRACT RUP. NEC Yazzo
1743  TERRAZZOTILEMARBLE.MOSAIC _ Kennedv | PREPS. KINDRED PDS Yazzo
0 ARPENTRY AND FLOOR WORK RED FISH. SEAFOODS Yazzo
1751 CARPENTRY WORK
OOR LAYNG.OTH FLOORWK. N | 2095  ROASTED COFFEE Yazzo
60-6 ROO DIN H METAL WORK
|_1770-71 ___CONCRETE WORK 097 MANUFACTURED ICE Yazzo
90 M P ALTRAD ONTRACTR {2098  MACARONLSPAGHETTI & NOODLES  Yazzo |
5 RUCTURA RECTION 2099 FOOD PREPARATIONS, NEC Yazzo
9 ASS AND GLAZING WORK 2100 TOBACCO PRODUCTS Yazzo
9 XCAVATION WORK Kelts 2110-11 CIGARETTES Yazzo
3 NRECKING AND DEMOLITION WORKS S lkennedy 2120-21 _ CIGARS Yazzo
96 NSTA BLDG EQ.N oned |_2130-31  CHEW & SMOKE TOBACCO,SNUFF Yazzo
99 PECIA ONTRACGEOR.N Kersihd |_2140-41  TOBACCO STEMMING & REDRYING Yazzo
v
2000-2141 - Food Misc R0US 2200-2299 - Textiles
2000 FOOD AND KINDRED PRODUCT Yazzo | 2200  TEXTILE MILL PRODUCTS Zhu
010 MEAT PRODUCT _ = | _2210-11  BRDWOVEN FABRIC MILL, COTTON Zhu
0 MEAT PACKING PLA Yazzo =
0 AUSAGE @%H PREF RED MEAT! D m— |_2230-31  BRDWOVN FABRIC.WOOL.INCL DYE Zhu
0 PO RY SCEMGHTERSRPROCE azzo =
— 2250 KNITTING MILLS Zhu
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SIC CODE Industry Analyst

2251 WOMENS HOSIERY. EXCEPT SOCKS Zhu
2252 HOSIERY. NEC Zhu
2253 KNIT OUTERWEAR MILLS Zhu
2257 WEFT KNIT FABRIC MILLS Zhu
2259 KNITTING MILLS. NEC Zhu
2260 DYE.FINISH TXTLS.EX WOOL KNT Zhu

2261 FINISH BRDWOVN FABRIC-COTTON ______Zhu
| 2262 FINISH BRDWOVN MAN MADE&SILK _______Zhu |

SIC CODE Industry Analyst
2431 MILLWOR Yazzo
2434 WOOD KITCHEN CABINETS Yazzo

2440 WOOD CONTAINERS Yazzo
2448 WOOD PALLETS AND SKIDS Yazzo
2449 WOOD CONTAINERS. NEC Yazzo

2450 WOOD BUILDINGS. MOBILE HOMES ____ Yazzo |

© 1990-2018 Nation®
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2269 FINISHERS OF TEXTILES, NEC Zhu 2451 MOBILE HOMES Yazzo
2270.73 _ CARPETS AND RUGS Zhu 2452 PREFAB WOOD BLDGS.COMPONENTS Yazzo
| 2280 YARN AND THREAD MILLS Zhu 2490 MISCELLANEQUS WOOD PRODUCTS Yazzo
2281 YARN SPINNING MILLS Zhu 2491 WOOD PRESERVING Yazzo
TWIST Zhu
| 2284 THREAD MILLS Zhu 2499 WOOD PRODUCTS, NEC Yazzo
| 2290  MISCELLANEQUSTEXTILEGOODS  Zhu | | 2441 NAILED. LOCK CORNERWOODBOX __ Yazzo |
| 2295  COATED FABRCS.NOTRUBBERIZED  Zhu | 448 NOOD PA AND SKID azzo
2296 RE CORD AND FABRIC Zhu C Yazzo
| 2297 NONWOVEN FABRICS Zhu 450 NVOOD BUILDINGS. MOBILE HOM 0
INE Zhu E HOMES az2g —
2299 TEXTILE GOODS, NEC Zhu z PREFAB WOOD BLD QMPONEN azzo
90 M ANEO NOQD PRODUCT o W
2300-2399 — Apparel 49 NOOD PRESERVIN o |
| 2300  APPARFL& OTHERFINISHEDPDS  Ding | 49 RECON D WOOD PRODUCT 2|
| 2310-11  MENS&BOYSSUITS.COATS _ Ding | 2499 WOOD PRODUCTS. NEC Baz0
| 2320  MENS.BOYS FRNSH. WORKCLTHNG _ Ding |
2321 MENS.BOYS SHIRTS.EX WK SHIRT Ding 2500-2599 — Furniture
i | 2500 FURNITURE AND FIXTURES B Med e
| 2323  MEN’S AND BOYS’ NECKWEAR Ding 0 HOUSEHOLD FURNITUR aadc
| 2326 MENS & BOYSWORKCLOTHING _ Ding | e
| 2329  MENSANDBOYSCLOTHING.NEC  Ding | e
| 2330  WOMENS.MISSES.JRS OUTERWEAR ___ Ding | e
2331 WMNSMISSJRSBLOUSESSHIRTS — Ding | e
| 2337 WMNS.MISS.IRS SUITS.SKIRTS Ding 0 o
2339  WMNSMISSJRS OUTERWEAR.NEC  Ding | e
2340  WMNSMISS.CHLD.INENTUNDGRMT ___ Ding | e
2341 WMNS.MISS.CHLD,INFNT UNDRWR ding 0- B =
2342 BRAS.GIRDLES.ALLIED GARMENTS Ding 0 PAR N KER e
| 2350,53  HATS. CAPS. AND MILLINERY Ding NGUD PARABON.SH OCKER Messe
2360 GIRLS.CHILD.INFANT OUTERWEAR Ding PA T AELRMOCKER.EX WOOD Messe
2361 GIRL.CHILD INFNT DRESS.SHIR ding. 90 MISESFORN AND FIXTUR Messe
2369 GIRLS.CHILD INFNT OUTWR, NEC Ding 9 MR APERMATWR, WINDOW BLIND Messe
|_2370-71 __FUR GOODS Ding W FURTURE AND FIXTURES. N Messe
| 2380  MISCAPPAREL& ACCESSORIES _ Ding | S
| 2381 DRESS & WORK GLOVES, EXKNIT Ding od
| 2384  ROBESANDDRESSINGGOWNS  Ding | Mehta
| 2385  WATERPROOFOUTERWEAR __ Ding | Mehta |
| 2386 |EATHER.SHEEP-LINEDCIOTHING _ Ding | Mehta |
2387 APPAREL BELTS Ding Mehta
2389 APPAREL & ACCESSORIES, NEC Ding Mehta
2390 MISC FABRICATED TEXTILE PDS Din Mehta
2391  CURTAINS AND DRAPERIES Din
9 HOMEFRNSHN X CRTNS.DRAP Din
2393 TEXTILE BAGS Dis 656 AN FOOD CONTAIN.EX FOLDIN Mehta
94 ANVAS AND RELATED PRODUCT g N
9 PLEAT.DECOR.NOVELTY Ny A -T_)
: AUTO TRIM, APPAREL FINDIN L o @ | 2671 PKG PAPER, PLASTICS FILM Mehta
: - MACH EMBROIDER K 4
2399 FABRICATED TEXTILE PDS. NEC. Ding 2673 PLASTIC.FQIL.COATD PAPR BAGS Mehta
| 2674  UNCOATD PAPR. MULTIWALLBAGS  Mehta |
400-2499 — Wood mbe 2675 JIE-CUT PAPR. PAPRBD, CARDBD Mehta
400 MBER AND WOOD PDS R URN Yazzo 2676 SANITARY PAPER PRODUCTS Mehta
2410 OGGING a Yazzo 2677 ENVELOPES Mehta
0 AWM AND PLAN ‘ = 3770 2679 CONVRT PAPER.PAPERBD PDS.NEC Mehta
AWM PLANINGWIILLS. G3 Yazzo
: . NSIC LELOORN Yazzo 2700-2796 — Printing. Publishing & Allied Products |
9 M N azzo 2700 PRINTING.PUBLISHING & ALLIED Messer
0 R.LLNAAS azz0 2710 NEWSPAPER:PUBG. PUBG & PRINT Messer
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SIC CODE Industry Analyst SIC CODE Industry Analyst
3039 RUBBER AND GASKETS Yazzo

3050 GSKETS.HOSE.BITNG-RUBR.PLSTC _______ Yazzo
3052 RUBBER.PLASTICSHOSE&BEITS _____ Yazzo
3053 GASKETS.PACKNG.SEALNGDEVICE _______ Yazzo

3061 MOILDED. EXTR MECH RUBBER GDS Yazzo
3069 FABRICATED RUBBER PDS. NEC Yazzo

2752 COMML PRINTING HOGRAPHIC Messer. 3080 MISC PLASTICS PRODUCTS Mehta
i 2754 COMMERCIALPRINTING, GRAVURE ~ Messer | | 3081  UNSUPPPLASTICSFILM&SHEET ~ Mehta |
2759 COMMERCIAL PRINTING. NEC Messer
- 3083 LAMIN PLAS PLATE.SHEET.SHAPE Mehta
2770-71 GREETING CARDS Messer 3084 PLASTICS PIPE Mehta
2780 BLANKBOOKS.BINDERS.BOOKBIND Messer 3085 PLASTICS BOTTLES Mehta
| 2782  BIANKBOOKS.BINDERS&DEVICES  Messer | | 3086  PLASTICSFOAMPRODUCTS  Mehta |
| 2780  BOOKBINDING AND RELATED WORK ~ Messer | | 3087  COMPOUNDING PLASTICSRESINS ~ Mehta |
PRINT TRADE Messer G FIXTURES Mehta
2791 TYPESETTING Messer 3089 PLASTICS PRODUCTS. NEC Mehta
| 2796  PIATEMAKNG.RELATEDSERVICES ~~ Messer |
2800-2899 — Chemical | Allied Prod
| 2800  CHEMICALS & ALLIED PRODUCTS Anno =
i 2810  INDL INORGANIC CHEMICALS Anno =
| 2812  ALKALIES AND CHLORINE Anno
2813 NDUSTRIAL GASES Anno 3142 HOQUSE SLIPPERS
2816 NORGANIC PIGMENTS Anno B
2820 PLASTC.SYNTH MATLS:EX GLASS Anno
| 2821  PIASTICS.RESINS.ELASTOMERS  Anno | -
2822 SYNTHETIC RUBBER Anno
2823 CELLULOSIC MAN-MADE FIBERS Anno &
. 2824 NMNMDORGFIBEREXCELLULOSIC ~ Anno |
2830 DRUGS Kennedy |
| 2833  MEDICINAL CHEMS.BOTANICLPDS  Kennedv |
| 2834  PHARMACEUTICAL PREPARATIONS  Kennedv | - -
2835 N VITRO.IN VIVO DIAGNOSTICS ee Mehta
L2836 BIOLOGICALPDSEXDIAGNSTICS  lee | E
| 2840  SOAP.DETERGENT.TOILETPREPS ~ lee |
| 2841  SOAPAND OTHERDETERGENTS ~ lee |
2842 SPECIAL CLEAN.POLISH PREPS Lee
2843 SURFACE ACTIVE AGENTS Lee
| 2844 PERFUME.COSMETICTOILETPREP ~ lee |
|_2850-51  PAINTS. VARNISHES. LACQUERS  lee | (0] Mehta
| 2860 INDUSTRIAL ORGANIC CHEMICALS  lee | LIC Mehta |
2861  GUM AND WOOD CHEMICALS Lee
2865 CYCLIC ORGNC CRUDES. PIGMNTS Lee URAL CLAY TILE Mehta
| 2869  INDIL ORGANICCHEMICALS.NEC  lee |
2870 AGRICULTURAL CHEMICALS Lee RACTORIES Mehta
2873 NITROGENOUS FERTILIZERS Lee DUCTS.NEC Mehta
2874 PHOSPHATIC FERTILIZERS Lee
2875 FERTILIZERS. MIXING ONLY. Lee
2879 PESTICIDES, AGRIC CHEMS, NEC Lee
2890 MISC CHEMICAL PRODUCTS Lee
| 2891  ADHESIVES AND SEALANTS Lee ELECTRICAL SUPPLY. Mehta
2892 EXPLOSIVES Lee 3269 POTTERY PRODUCTS. NEC Mehta
2893 PRINTING INK Lee 3270 CONCRETE.GYPSUM.PLASTERPDS _ Mehta |
2895 CARBON BLACK Lee 3271 CONCRETE BLOCK AND BRICK Mehta
899 HEMICALS & CHEM PREPS. N e i ONCRETE PD X BLOCK.BRICK Mehta
PN READY-MIXED CONCR Mehta
2900-2999 — Petro m_Refining and R ’Ind les 1 3274 LIME Mehta |
900 PETRO REFINING & RELATED INDS (0 o Wscoll |} 3275 GYPSUM PRODUCTS Mehta
910- PETROLEUM REFININ ~ . I 3280-81  CUT STONE AND STONE PRODUCTS Mehta
950 ASPHA PAVING.ROOFING MA S m--.. 3290 ABRASIVE.ASBESTOS.MISC MINRL Mehta
9 ASPHALT PAVING. BLOCK isco 3291 ABRASIVE PRODUCTS Mehta
3 ASPHA AND COALIN DS e 3292 ASBESTOS PRODUCTS Mehta
90 MISC PDS OF PETRO MERGPA Drisco -
99 BRICA QILS & GREAS 0 MINERAL WOOL Mehta
999 PDS OF PETRO M & COAL NE 0 3297 NONCLAY REFRACTORIES Mehta
| 3299  NONMETALLICMINERALPDS.NEC ~ Mehta |
— Rubber andf Wliscelis lous Plastics
000 R & MISC PLANTICS PROIS Yazzo 3300-3479 — Primarv Metal Industries
010- RES AN ROIER TU! Yazzo 3300 PRIMARY METAL INDUSTRIES Maggi
020 RUBBER ANDS mﬁu RO LUASPAR azzo 3310 STEEL WRK, ROLL&FINISH M Maggi
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{3312  STFEL WORKS & BLASTFURNACES  Maeei |
3313  EIECTROMETALPDS. EXSTEEL  Magei |
| 3315  STEEL WIREDRAW. NAILS,SPIKE____ Maggi |

-ROLL STEEL SHEET. STRIP
STEEL PIPE AND TUBES

Magei |
Magei |

3317

L3320 IRONAND STEELFOUNDRIES ___________ Magei
3321 GRAY.DUCTILEIRON FOUNDRIES _______ Maggi
3322  MALLEABLEIRONFOUNDRIES _ Magei
3324  STEELINVESTMENTFOUNDRIES  Maggi

| 3325  STFEL FOUNDRIES. NEC Magei |
| 3330 PRIM SMELT.REFIN NONFERMETL _ Magei |
3331 PRIM SMELT & REFIN OF COPPER Maggi
3334 PRIM PRODUCTION OF ALUMINUM Maggi
| 3339 PRIM SMELT-NONFER. EX CU, AL VanBuskirk
3340-41 SEC SMELT.REFIN NONFER META VanBuskirk
3350 ROLLING & DRAW NONFER META VanBuskirk
3351 ROLLNG,DRAWNG,EXTRUDE COPPER VanBuskirk
3353 ALUMINUM SHEET, PLATE & FO VanBuskirk
3354 ALUMINUM EXTRUDED PRODUCTS VanBuskirk

3355 ALUMINUM ROLLING,DRAWING,NEC VanBuskirk
3356 ROLLNG,DRAWNG,EXTRUDE NONFER VanBuskirk
DRAWNG,INSULATNG NONFER WIRE VanBuskirk

| 3360  NONFER FOUNDRIES (CASTINGS)  VanBuskirk |
3363 ALUMINUMDIE-CASTINGS  VanBuskirk |
| 3364 NONFERDIE-CASTINGS, EXALUM  VanBuskirk |
3365 ALUMINUM FOUNDRIES VanBuskirk
3366 COPPER FOUNDRIES VanBuskirk
3369 NONFER FOUNDRS.EX ALUM.COPPR VanBuskirk
| 3390 MISC PRIMARY METALPRODUCTS  VanBuskirk |
3398 METAL HEAT TREATING VanBuskirk
3399 PRIMARY METAL PRODUCTS. NEC VanBuskirk
3400 FABR METAL.EX MACHY.TRANS EQ Van Buskirk
3410 METAL CANS. SHIPPING CONTAIN Van Buskirk
3411 METAL CANS Van Buskirk
3412 IMIETAL SHIPPING BARRELS.DRUMS Van Buskirk
3420 CUTLERY. HANDTOOLS,GEN HRDWR Van Buskirk
3421 CUTLERY Van Buskirk

Ff

3429 HARDWARE. NEC

i

.

REW MACHINE PRODUCT viesse
BO N REW.R NASHR Messe
460 METAL FORGIN AND STAMPIN Van Buskiri@¥
3462 IRON AND STEEL FORGINGS Van Buskirk
46 NONFERRO ORGIN Van B|
3465 AUTOMOTIVE STAMPINGS VandWiskirk 8
ROWNS AND CLOSUR P vaf
269 MFTAL STAVPINGS, ) [— i)
470 OATING.ENGRAVING.ALLIED Y Bk
ROPLATE.PLATING.POLISH Bus|
9 OAT.ENGRAVE.A D N skirk
80-3489 — Ordnance/Small 7 i/ Ammunition
480 ORDNAN AND A 0]l . Messe
48 MALL ARMS AMMUNITION Messe
48 AMMUNITION, EX SM “' Messe
3484  SMALLARMS & Messer
489 ORDNANCE& A OR NES Messe
Ul
490-3499 — Faby Mated Ivoiiagfid Product
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3491 INDUSTRIAL VALVES
3493 STEEL SPRINGS. EXCEPT WIRE Messer
3495 WIRE SPRINGS Messer
3497 METAL FOIL AND LEAF Messer

3498 FABRICATED PIPEANDFITTINGS _______ Messer
3499 FABRICATED METALPDS.NEC _____ Messer |

INDL,COMML MACHY,COMPUTER EQ

3500 serrano
{3510  ENGINESANDTURBINES  Messer |
3511 STEAM.GAS.HYDRAULICTURBINES  Messer |
3519 INTERNAL COMBUSTN ENGINE,NEC Serrano
3523 FARM MACHINERY AND EQUIPMENT esse
4 LAWN, GARDEN TRACTORS, EQUIP
3530 CONSTR,MINING,MATL HANDLE EQ
3531 CONSTRUCTION MACHINERY & EQ
VIIN viACH Q X0 D
OIL & GA D MACH QUIP
ELEVATORS & MOVING STAIRWAY.
ON ORS & CON N QUIP
RANES.HO MONOR
NDL TRUCKS.TRACTORS.TRAILR
40 METALWORKING MACHINERY & EQ erl
WVIACHIN Q0 \Y| A [TIN m no
MACHINE TOOLS, METAL FORM s ino
NDUSTRIAL PATTER P S Serrano
4 PECIALD ooLS.Diies errano
[ING TOOLS AEESS. Vi 'S DEV | errano
46 POWER N HANGEOOLS S, errano
ROLLING MILL MA@ NS & EG errano
48 AS WELDING, SOLIUINEQ errano
49 METALWORKINSE MACHINERION errang
0 PECIALSIOMSTRYS M CHINER errano
X I\ NER errano
NOODWORKI BMACHIWER errano
PAPEAIDUSTRIE M CHINER errano
PRIVTING ZABRES MACHY, EQUIP errano
c 'ﬂ“'..m\ > MACHINER errano
MAGRINERY —AHISC Serrano
9 R A S TRY MACH N €rrdno
WG BRAL INDUSTRIAL MACH & EQ errang
7 3561 “C APUMIRND PUMPING EQUIPMEN errano
" 3562 LI AND ROLILFR BEARIN errang
___ 3563 |\ RAND GAS COM OR errano
23564 /DL COML FAN RS.OTH EQ errano
“ ACKA IN VIACHIN lviesse
3% 4 SPEED CHANGER AR errano
/8 NDL PRO OVEN Messe

0-3579 — Computer & Office Machine

3571 ELECTRONIC COMPUTERS

3575 COMPUTER TERMINALS
3576 COMPUTER COMMUNICATION EQUIP_____Nolan |
3577 COMPUTERPERIPHERALEQ.NEC ___ Nolan
3578 CACUIATEACCT MACH.EXCOMP _______ Nolan |

3579 OFFICE MACHINES. NEC

Nolan

|

3582 COMML LAUNDRY, DRYCLEAN MACH

3586 MEASURING & DISPENSING PUMPS
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| _3740.43 _ RAILROAD EQUIPIVIENT
3750 MOTORCYCLES.BICYCLES & PARTS Hsin
| 3751  MOTORCYCLES.BICYCLES & PARTS Hsin |
3593 FLUID POWR CYLINDRS.ACTUATRS Messer i
| 3596  SCALES & BALANCES. EXLAB Messer |

3599 INDL.COMLMACHY, EQUIP.NEC ______ Messer |

3600 ELECTR. OTH ELEC EQ, EX CMP Serrano

3612 PWR.DISTR.SPECL TRANSFORMERS _____ Serrano
3613 SWITCHGEAR & SWITCHBOARD APP Serrano
3620 FELECTRICALINDLAPPARATUS ___ Serrano

3624 CARBON AND GRAPHITE PRODUCTS Serrano
3629 ELEC INDL APPARATUS, NEC Serrano
3630 HOUSEHOLD APPLIANCES Serrano

H EHOLD KING EQUIPMENT

3632 HOUSEHLD REFRIGERATR.FREEZER _____ Serrano |
3633 HOUSEHOLD LAUNDRY EQUIPMENT Serrano

3648 LIGHTING EQUIPMENT, NEC Mehta
3651 HOUSEHOLD AUDIO & VIDEQ EQ Mehta
3661 TELE & TELEGRAPH APPARATUS Mehta

3671 ELECTRON TUBES Mehta
3672 PRINTED CIRCUIT BOARDS

3691 STORAGE BATTERIES Mehta

| 3692 PRIMARY BATTERIES.DRY& WET _ Mehta |
694 O-INTERN QMB NGN Mehta
69 IVIAGIN QP RECORDNG MEDIA Menta
699 RICAL MACH QUIP. N Mehta
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900-3999%  liscellarn Manufacturing

900 MISC MANUFABBURNG INUSTRIE Mehta

910 A 5 KS DERTED WAR Mehta

9 M(RY. PRECIOUSTVIETAL Mehta

914 ‘!-EW'...: D WAR Mehta

9159 _ IEVWIRS’ FINAINGS MATERIALS Mehta

930 DUSICALINSIRUMENTS Mehta

M LCATTNSTRUMENTS Mehta

3940 DOLEBO AM PORTN D Mehta

94 20| 1S AND STUFEED TOYS Mehta

| 3944 W AMES.TOYS.CHLD VEH.EX DO Mehta

B 3949  JUORTING & ATH DS. N Mehta

2950 4 ENS,PENCILS,OTH ARTIST MATL Mehta

4 "PENS, MECH PENCILS & PAR Mehta

952 AD PEN RAYON.ART MATL Mehta

3953 MARKING DEVICES Mehta
| 3955  CARBONPAPER & INKEDRIBBONS  Mehta |
3960  COSTUMEJEWLRY.BUTTON.NOTION ___ Mehta |

96 0 M WELRY & NO Mehta

9 A NERS.BUTTONS.NEED PIN Men

3991  BROOMS AND BRUSHES Mehta

3995 BURIAL CASKETS Mehta
3996 HARD SURFACE FLOORCOVER.NEC  Mehta |

3999  MANUFACTURING INDUSTRIES.NEC Mehta
4000 RAILROAD TRANSPORTATION Nelson |
4010 RAILROADS Nelson |

4011 RAILROADS,LINE-HAUL OPERATNG Nelson
| 4013  RRSWITCHING. TERMINALESTAB  Nelson |
ER TRANS Nelson

4110 LOCAL,SUBURB PASSENGER TRANS Nelson
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ER TRANS, NEC Nelson
4120-21  TAXICABS Hsin 4910 ELECTRIC SERVICES Nikas |
X i 4911 ELECTRIC SERVICES Kalinowski |
4140 BUS CHARTER SERVICE Hsin | | 4920  GAS PRODUCTION & DISTR. Kalinowski |
4141 LOCAL BUS CHARTER SERVICE Hsin | 4922 ~ NATURAL GASTRANSMISSION  Kalinowski |
4142 BUS CHARTER SVC, EX LOCAL Hsin | 4923  NATURAL GASTRANSMIS& DISTR  Van Buskirk |
|_4150-51 __SCHOOI BUSES Hsin 4924 NATURAL GAS DISTRIBUTION Nikas
i 4925 MIXED,MFG OR LPG PRODN/DISTR Van Buskirk
4200 MOTOR FREIGHT TRANS,WAREHOUS Van Buskirk | 4930 ELECTRIC.GAS.OTHER SERV COMB Nikas
5 1931 ELECTRIC & OTHER SERY COMB ;
4212 LOCAL TRUCKING — W/O STORAGE Van Buskirk | 4932  GAS&OTHERSERVCOMBINED  Nikas |
4213 TRUCKING, EXCEPT LOCAL Van Buskirk | 4939 COMBINATION UTILITIES. NEC
4214 OCAL TRUCKING WITH STORAGE Van Buskirk |_4940-41  WATER SUPPLY Johnston
4215 COURIER SERVICES, EX BY AIR Van Buskirk 4950 SANITARY SERVICES Nikas
4220 PUBLIC WAREHOUSING & STORAGE Van Buskirk 4952 SEWERAGE SYSTEMS Nikas
4221 FARM PD WAREHOUSE & STORAGE Van Buskirk 4953 REFUSE SYSTEMS Zhu
4222 REFRIGERATED WHSE & STORAGE. Van Buskirk 4955 HAZARDOUS WASTE MANAGEMENT Zhu
4225 GENERAL WAREHOUSING. STORAGE ___Van Buskirk 4959 SANITARY SERVICES, NEC Kalinow
4226 SPECIAL WHSE & STORAGE. NEC Van Buskirk 4960-6 AM. AIR-CONDITIONIN PP Kalimowski
4230-31 __ TERMINL FACILITY-MTR FREIGHT Van Buskirk 4970-71 ___IRRIGATION SYSTEMS Kalifowski
4300 UNITED STATES POSTAL SERVICE Hsin 4991 COGENERATN-SM POWER PRODUCER hd¥
| 4310-11  UNITED STATESPOSTALSERVICE ~ Hsin |
4400 WATER TRANSPORTATION Nelson 000-, 9 —Who Vi neo
4410,12  DEEP SEA FRN TRANS-FREIGHT Nelson 000 D QODS-WHOLESA
4420,24 _ DEEP SEA DOM TRANS-FREIGHT Nelson 010 MOTOR VEH
0 A OS&O =
4440,49  WATER TRANS OF FREIGHT. NEC Nelson 0 MOIQR VEH i
4480 WATER TRANSPORT OF PASSENGER Nelson 0 RES AND N Fried han
4481 DEEP SEA PASS TRANS.EX FERRY Nelson 0 MOTOR VEH B:riad ha
| 4482 EERRIES Nelson | 020 FURNITURE & HOME EBNSHEVASEG N Fiiedm
4489 WATER TRANS OF PASSENGER.NEC Nelson 0 RN RE-WHOLESAS i
4490 SVC INCIDENTL TO WATER TRANS Nelson 0 HOME FURNISHHBS-WHE SSALE |
9!2] MEBEECEBGQ AND EG Nelson 030 MIBERAND CON VA LS
4492 TOWING AND TUGBOAT SERVICES Nelson 0 \VIBER. P VD A CSRRK-WS
4493 MARINAS Nelson 0 -. K.R . ON o CMA
| 4499  WATER TRANSPORT SVCS. NEC Nelson 2 NG &0 S WHOLES,
4500 TRANSPORTATION BY AIR Hsin : - INT N .*“-_ “WHoLD
2 4 & & I -yvo
4512 AIR TRANSPORT. SCHEDULED in 04 PHOTOGRAPHAREQ. SUFPLY-WH
" 044 0 PMES SR OLESA
4513 AIR COURIER SERVICES Hsin
0 QP RS SOF TWARE-WH
0 (M PALS M UIP-WHSL, NEC
0
0

47 o MESSUENTALAOSP EQ-WHSL
48 DHTHARA 200DS-WHO A

B EQ & SUPP

- N

4619 PIPELINES. NEC Van Buskirk |
4700 TRANSPORTATION SERVICES Hsin
ER TRANS i
4724 TRAVEL AGENCIES
4725 TOUR OPERATORS
| 4729  ARRANGEMENT-PASSTRANS.NEC  Hsin |
4730-. ARRAN RANS-FR H ARGO i
4740-41 RENTAL OF RAILROAD CARS
4780 M NCIDENTAL TO TRAN
8 PACKING AND CRATIN
MOTOR VEH NSPECTION
4789 RANSPORTATION A IN

4800-4899 —
OMMUNICATION
PHON OMMUNICATION
RADIOTELEPHONE COMMUNICATION
PHONE COMM EX RADIOTELERHO
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5112 STATIONERY.QFFICE SUPLY-WHSL

Analyst

Mehta

1 5120.22 _ DRUGS AND PROPRIETARY-WHSL.

Schindler |

’ )

5130  APPARELPIECE GDS.NOTNS-WHSL ____ Schindler |
5131 PIFCEGDS& NOTIONS-WHSL_________ Schindler

5139 FOOTWEAR-WHOLESALE Schindler |
5140-5159 — Wholesale Foods
5140 GROCERIES & RELATED PDS-WHSL Ding
5141 GROCERIES, GENERAL LINE-WHSL Ding
5142 PACKAGED FROZEN FOODS-WHSL Ding
5143 DAIRY PDS, EX DRY, CAN-WHSL Ding
5144 POULTRY & POULTRY PRODS-WHSL Ding
5145 CONFECTIONERY-WHOLESALE Ding
5146 FISH AND SEAFOODS-WHOLESALE Ding
5147 MEATS AND MEAT PRODUCTS-WHSL Ding
5148 FRESH FRUIT & VEGETABLE-WHSL Ding
5149 GROCERIES & RELATED-WHSL,NEC Ding
5150 FARM-PRODUCT RAW MATL-WHSL Ding
5153 GRAIN AND FIELD BEANS-WHSL Ding
5154 LIVESTOCK-WHOLESALE Ding
5159 FARM-PROD RAW MATL-WHSL, NEC Ding

5160-5172 — Chemicals & Allied Products, Wholesale

GROCERY STORES

5160 CHEMICALS & ALLIED PDS-WHSL Anno
5162 PLASTICS MATERIALS-WHOLESALE Anno
5169 CHEMS, ALLIED PDS-WHSL, NEC Anno
5170 PETROLEUM AND PETE PDS-WHSL Anno
5171 PETROLEUM BULK STATIONS-WHSL Anno
5172 PETROLEUM,EX BULK STATN-WHSL Anno
5180-5632 — Miscellaneous Retail
5180 BEER,WINE,ALCOHOLIC BEV-WHSL Ding
5181 BEER AND ALE-WHOLESALE Ding
5182 WINE & ALCOHOLIC BEV-WHSL Ding
5190 MISC NONDURABLE GOODS-WHSL Ding
5191 FARM SUPPLIES-WHOLESALE Ding
5192 BOOKS & NEWSPAPERS-WHOLESALE Ding
5193 FLOWERS, FLORIST SUPPLY-WHSL Ding
5194 TOBACCO AND TOBACCO PDS-WHSL Ding
5198 PAINT,VARNISH,SUPPLIES-WHSL Ding
5199 NONDURABLE GOODS-WHSL, NEC Ding
5200 BLDG MATL,HARDWR,GARDEN-RETL Ding
5210-11 LUMBER & OTH BLDG MATL-RETL Di|
5230-31 PAINT,GLASS, WALLPAPER STORES g
5250-51 HARDWARE STORES ing
5260-61 NURSERIES,LAWN,GARDEN STORES
5270-71 MOBILE HOME DEALERS Di
5300 GENERAL MERCHANDISE STORES ing
5310-11 DEPARTMENT STORES
5330-31 VARIETY STORES Ding
5390, 99 MISC GENERAL MDSE STORES
5400 FOOD STORES

Driscoll

Driscoll
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Analyst

5430-31 FRUIT AND VEGETABLE MARKETS Driscoll
5440-41 CANDY,NUT,CONFECTNRY STORES Driscoll
5450-51 DAIRY PRODUCTS STORES Driscoll
5460-61 BAKERIES-RETAIL Driscoll
5490, 99 MISCELLANEOUS FOOD STORES Driscoll
5500 AUTO DEALERS, GAS STATIONS Johnson
5510-11 MOTOR VEH DEALERS (NEW,USED) Johnson
5520-21 MOTOR VEH DEALER (USED ONLY) Johnson
5530-31 AUTO AND HOME SUPPLY STORES Johnson
5540-41 GASOLINE SERVICE STATIONS Johnson
5550-51 BOAT DEALERS Johnson
5560-61 RECREATIONAL VEHICLE DEALERS Johnson
5570-71 MOTORCYCLE DEALERS Johnson
5590-98 AUTOMOTIVE DEALERS, NEC Johnson
5599- APPAREL AND ACCESSORY STORES Ding
5610-11 MEN’S, BOYS’ CLOTHING STORES ’lg
5620-21 WOMEN’S CLOTHING STORES ing
5630,32 WOMENS ACCESORY,SPECL STORES
5650-51 FAMILY CLOTHING STORES
5660-61  SHOE STORES
5690,99  MISC APPAREL,ACCESORY STORES
5700, 10 HOME FURNITURE & EQUIP STOR
5712 FURNITURE STORES
5713 FLOOR COVERING STORES
5714 DRAPRY,CURTN,UPHE Johnson
5719 MISC HOMEFUR IN Johnson
5720, 22 HOUSEHOLD APPLIA Johnson
5730 RADIO,TV, AND M Johnson
5731 RADIO,TV,CONg Johnson
5734 Johnson
Johnson
ORES Johnson
5800, 10 Driscoll
Driscoll
S (ALCOHOLIC) Driscoll
S RETAIL Ding
PROPRIETARY STORES Ding
Ding
ED MERCHANDISE STORES Ding
SC SHOPPING GOODS STORES Ding
PORT GDS STORES, BIKE SHOPS Ding
BOOK STORES Ding
5943 STATIONERY STORES Ding
5944 JEWELRY STORES Ding
5945 HOBBY, TOY, AND GAME SHOPS Ding
5946 CAMERA & PHOTO SUPPLY STORES Ding
5947 GIFT,NOVELTY,SOUVENIR SHOPS Ding
5948 LUGGAGE,LEATHER GOODS STORES Ding
5949 SEWING, NEEDLEWORK STORES Ding
5960 NONSTORE RETAILERS Ding
5961 CATALOG, MAIL-ORDER HOUSES Ding
5962 AUTO MDSE MACH OPERATORS Ding
5963 DIRECT SELLING ESTABLISHMENT Ding
5980 FUEL DEALERS Ding
5983 FUEL OIL DEALERS Ding
5984 LIQUEFIED PETE GAS DEALERS Ding
5989 FUEL DEALERS, NEC Ding
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5990 RETAIL STORES, NEC Ding 6360-61 TITLE INSURANCE Meyers
5992 FLORISTS Ding 6370-71  PENSION,HEALTH,WELFARE FUNDS Meyers
5993 TOBACCO STORES AND STANDS Ding 6390,98  INSURANCE CARRIERS, NEC VanBuskirk
5994 NEWS DEALERS AND NEWSSTANDS Ding 6399 INSURANCE CARRIERS, NEC VanBuskirk
5995 OPTICAL GOODS STORES Ding 6400-10 INS AGENTS,BROKERS & SERVICE VanBuskirk
5999 MISC RETAIL STORES, NEC Ding 6411 INS AGENTS,BROKERS & SERVICE VanBuskirk
6000-6199 — Banks/Credit Institutions 6500-6553 — Real Estate
6000 DEPOSITORY INSTITUTIONS Kennedy 6500 REAL ESTATE Meyers
6010 CENTRAL RESERVE DEPOSIT INST Kennedy 6510 REAL ESTATE OPERATORS,LESSOR Meyers
6011 FEDERAL RESERVE BANKS Kennedy 6512 OPERATORS-NONRES BLDGS Meyers
6019 CENT RESV DEPOSTRY INSTN,NEC Kennedy 6513 OPERATORS-APARTMENT BLDGS Meyers
6020 COMMERCIAL BANKS Kennedy 6514 OPERATORS-OTHER THAN APARTMT Zhu
6021 NATIONAL COMMERCIAL BANKS Kennedy 6515-17  OPERATORS-RES MOBILE HOME Meyers
6022 STATE COMMERCIAL BANKS Kennedy 6517 LESSORS OF RAILROAD PROPERTY Meyers
6029 COMMERCIAL BANKS, NEC Kennedy 6519 CREDIT TENANT LOAN Djis
6030 SAVINGS INSTITUTIONS Kennedy 6530-31 REAL ESTATE AGENTS & MGRS
6035 SAVINGS INSTN,FED CHARTERED Kennedy 6532 REAL ESTATE DEALERS
6036 SAVINGS INSTN, NOT FED CHART Kennedy 6540-41  TITLE ABSTRACT OFFICES
6060 CREDIT UNIONS Kennedy 6550 LAND SUBDIVIDERS, DEVELOPERS
6061 CREDIT UNIONS, FED CHARTERED Kennedy 6552 SUBDIVIDE, DEV, EX CEMETERY
6062 CREDIT UNIONS,NOT FED CHART Kennedy 6553 CEMETERY SUBDIVID,DEVELOPERS
6080 FRN BANKS,BRANCHES,AGENCIES Kennedy
6081 BRANCHES,AGENCIES-FRN BANKS Kennedy 6700-6799 — Holdings & Invest
6082 FRN TRADE & INTL BANKING Kennedy 6700 HOLDING,OTHER IN
6090 FUNCTIONS REL TO DEP BANKING Kennedy 6710 HOLDING OFFICE
6091 NONDEPOSIT TRUST FACILITIES Kennedy 6712 OFFICES-BANK HOBDING CO
6099 FUNCTIONS REL TO DEP BKG,NEC Kennedy 6719 OFFICES-HOLDNG CQ
6100 NONDEPOSITORY CREDIT INSTN Cosentino 6720 INVESTMENT OFH Evans
6110-11  FEDERAL CREDIT AGENCIES Cosentino 6722 MGMT ]NVT OFIg E Evans
6140,41  PERSONAL CREDIT INSTITUTIONS Cosentino 6726 UNIT INV Cosentino
6150 BUSINESS CREDIT INSTITUTIONS Cosentino 6730 TRUSTS Cosentino
6153 SHORT-TERM BUS CREDIT, EX AG Cosentino 6732 EDL,RS Cosentino
6159 MISC BUSINESS CREDIT INSTN Cosentino IGIOUS,CHARTY Cosentino
6160 MORTGAGE BANKERS AND BROKERS Cosentino INVESTING Meyers
6162 MORTGAGE BANKERS & LOAN CORR Cosentino ADERS Cosentino
6163 LOAN BROKERS Cosentino ERS AND LESSORS Cosentino
6172 FINANCE LESSORS Cosentino . Cosentino
6199 FINANCE SERVICES Meyers Meyers
Meyers
6200-6289 — Security & Commaodity Brokers/Dealers
6200 SECURITY & COMMODITY BROKERS Cosentino 6800-6830 — ABS
6210-11  SECURITY BROKERS & DEALERS Cosentino 6800 ABS Driscoll
6220-21  COMMODITY BROKERS & DEALERS Cosenting 6810 ABS Driscoll
6230-31 SECURITY,COMMODITY EXCHANGES Cosentino 6820 ABS Driscoll
6280 SVCS ALLIED WITH EXCHANGES 6830 ABS Driscoll
6282 INVESTMENT ADVICE
6289 SVCS ALLIED W/EXCHANGES, NEC 7000-7033 — Hotels and Motels
7000 HOTELS, OTHER LODGING PLACES Nelson
6300-6411 — Insurance Carriers 7010-11 HOTELS AND MOTELS Nelson
6300 INSURANCE CARRIERS 7020-21  ROOMING AND BOARDING HOUSES Nelson
6310-11  LIFE INSURANCE e 7030 CAMPS AND REC VEHICLE PARKS Nelson
6320 ACCIDENT,HEALTH INS,MER Meyers 7032 SPORTING & RECREATION CAMPS Nelson
6321 ACCIDENT & HEALTH INS Meyers 7033 REC VEHICLE PARKS, CAMPSITES Nelson
6324 HOSPITAL & MEDICA Meyers 7040-41  MEMBERSHIP HOTELS & LODGING Nelson
6330-31 Meyers
6350-51 Meyers 7200-7299 — Personal Services
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7200 PERSONAL SERVICES Ding 7382 SECURITY SYSTEMS SERVICE Lee
7210 LAUNDRY,CLEANING,GARMENT SVC Ding 7383 NEWS SYNDICATES Lee
7211 POWER LAUNDRY,FAMILY & COMML Ding 7384 PHOTOFINISHING LABORATORIES Lee
7212 GARMENT PRESSING & AGENTS Ding 7385 TELEPHONE INTERCONNECT SYS Lee
7213 LINEN SUPPLY Ding 7389 BUSINESS SERVICES, NEC Lee
7215 COIN-OP LAUNDRY, DRYCLEANING Ding
7216 DRYCLEANING PLANTS, EX RUGS Ding 7500-7549 — Auto Repair Services
7217 CARPET, UPHOLSTERY CLEANING Ding 7500 AUTO REPAIR,SERVICES,PARKING Schindler
7218 INDUSTRIAL LAUNDERERS Ding 7510 AUTO RENT & LEASE,NO DRIVERS Schindler
7219 LAUNDRY & GARMENT SVCS, NEC Ding 7513 TRUCK RENT & LEASE,NO DRIVER Schindler
7220-21  PHOTO STUDIOS, PORTRAIT Ding 7514-15  PASSENGER CAR RENTAL Schindler
7230-31  BEAUTY SHOPS Ding 7515 PASSENGER CAR LEASING Schindler
7240-41  BARBER SHOPS Ding 7519 UTIL TRAILER, REC VEH RENTAL Schindler
7250-51  SHOE REPAIR, SHOESHINE SHOPS Ding 7520-21  AUTOMOBILE PARKING Schindler
7260-61  FUNERAL SERVICE, CREMATORIES Ding 7530 AUTOMOTIVE REPAIR SHOPS Schindler
7290 MISC PERSONAL SERVICES Ding 7532 BODY REPAIR AND PAINT SHOPS Schindler
7291 TAX RETURN PREPARATION SVCS Ding 7533 AUTO EXHAUST SYS REPAIR SHOP
7299 MISC PERSONAL SERVICES, NEC Ding 7534 TIRE RETREAD & REPAIR SHOPS
7536 AUTO GLASS REPLACEMENT SHOPS
7300-7389 — Services & Advertising 7537 AUTO TRANSMISSN REPAIR SHOPS
7300 BUSINESS SERVICES Cosentino 7538 GEN AUTOMOTIVE REPAIR SHOPS
7310 ADVERTISING Cosentino 7539 AUTOMOTIVE REPAIR SHOPS, NEC
7311 ADVERTISING AGENCIES Cosentino 7540 AUTOMOTIVE SVCS, EX REPAIR
7312 OUTDOOR ADVERTISING SERVICES Cosentino 7542 CARWASHES
7313 RADIO, TV ADVERTISING REPS Cosentino 7549 AUTO SVCS, EX REPAIR
7319 ADVERTISING, NEC Cosentino
7320 CREDIT REPORTING AGENCIES Lee 2s
7322 ADJUSTMENT & COLLECTION SVCS Messer Anno
7323 CREDIT REPORTING SERVICES Messer Anno
7330 MAILING,REPRO,COMML ART SVCS Messer Anno
7331 DIRECT MAIL ADVERTISING SVCS Lee Anno
7334 PHOTOCOPYING,DUPLICATING SVC Lee Anno
7335 COMMERCIAL PHOTOGRAPHY Lee Anno
7336 COMML ART & GRAPHIC DESIGN Lee Anno
7338 SECRETARIAL,COURT REPORT SVC Lee Anno
7340 SVCS TO DWELLINGS, OTH BLDGS Lee Anno
7342 DISINFECTING,PEST CONTROL SV Lee Anno
7349 BLDG CLEAN & MAINT SVC, NEC Lee Anno
7350 MISC EQUIP RENTAL & LEASING Messer
7352 MEDICAL EQ RENTAL & LEASING Messer
7353 HEAVY CONSTR EQ RENTAL,LEASE Lee Cosentino
7359 EQUIP RENTAL & LEASING, NEC Van Buskirk MOTION PICTURE PRODTN, SVCS Cosentino
7360 PERSONNEL SUPPLY SERVICES Lee MOTION PIC, VIDEOTAPE PRODTN Cosentino
7361 EMPLOYMENT AGENCIES Lee 7819 SVC TO MOTION PICTURE PRODTN Cosentino
7363 HELP SUPPLY SERVICES 7820 MOTION PICTURE DISTR & SVCS Cosentino
7370 CMP PROGRAMMING,DATA PROCESS 7822 MOTION PICT, VIDEOTAPE DISTR Cosentino
7371 COMPUTER PROGRAMMING SERVICE 7829 SVCS TO MOTION PICTURE DISTR Cosentino
7372 PREPACKAGED SOFTWARE 7830 MOTION PICTURE THEATERS Cosentino
7373 CMP INTEGRATED SYS DESIGN 7832 THEATERS, EX DRIVE-IN Cosentino
7374 CMP PROCESSING,DATA PREP SVC 7833 DRIVE-IN THEATERS Cosentino
7375 INFORMATION RETRIEVAL SVCS 7841 VIDEO TAPE RENTALS Cosentino
7376 CMP FACILITIES MGMT S
7377 COMPUTER RENTAL AND LEASIIES 7900-7999 — Amusement/Recreation Services
7378 CMP MAINTENANCE AND REPAI 7900 AMUSEMENT & RECREATION SVCS Nolan
COMPUTER RELATED AP/ Nolan 7910-11  DANCE STUDIOS,SCHOOLS,HALLS Nolan
Lee 7920 THEATRICAL,BANDS,ENTERTAINRS Nolan
Lee 7922 THEATRICAL PRODUCERS & SVCS Nolan
7929 BANDS, ORCHESTRAS, ACTORS Nolan
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7930,33  BOWLING CENTERS Nolan 8390,99  SOCIAL SERVICES, NEC Johnson
7940 COMMERCIAL SPORTS Nolan 8400 MUSEUM,GALLERY,BOTANIC GARDN Johnson
7941 PROF SPORTS CLUBS, PROMOTERS Nolan 8410, 12 MUSEUMS AND ART GALLERIES Johnson
7948 RACING,INCL TRACK OPERATIONS Nolan 8420,22  ARBORETA,BOTANIC,ZOO GARDENS Johnson
7990 MISC AMUSEMENT & REC SERVICE Nolan
7991 PHYSICAL FITNESS FACILITIES Nolan 8600-8699 — Membership Organization
7992 PUBLIC GOLF COURSES Nolan 8600 MEMBERSHIP ORGANIZATIONS Johnson
7993 COIN-OP AMUSEMENT DEVICES Nolan 8610-11  BUSINESS ASSOCIATIONS Johnson
7996 AMUSEMENT PARKS Nolan 8620-21 PROF MEMBERSHIP ORGANIZATION Johnson
7997 MEMBERSHIP SPORT & REC CLUBS Nolan 8630-31  LABOR UNIONS & SIMILAR ORGS Johnson
7999 AMUSEMENT & REC SVCS, NEC Nolan 8640-41  CIVIC,SOCIAL,FRATERNAL ASSOC Johnson
8650-51 POLITICAL ORGANIZATIONS Johnson
8000-8422 — Health Services 8660-61  RELIGIOUS ORGANIZATIONS Johnson
8000 HEALTH SERVICES Kalinowski 8690,99  MEMBERSHIP ORGANIZATIONS,NEC Johnson
8010-11 OFFICES OF MEDICAL DOCTORS Kalinowski
8020-21 OFFICES AND CLINICS-DENTISTS Kalinowski 8700-8748 — Miscellaneous Consulting Services
8700 ENGR,ACC,RESH,MGMT,REL SVCS Iﬂ
8030-31  OFFICES-OSTEOPATHIC DOCTORS Cosentino 8710 ENGR, ARCHITECT, SURVEY SVCS
8040  OTHER HEALTH CARE PRACTIONRS Cosentino 8711  ENGINEERING SERVICES
8041 OFFICES OF CHIROPRACTORS Cosentino 8712 ARCHITECTURAL SERVICES
8042 OFFICES OF OPTOMETRISTS Kalinowski 8713 SURVEYING SERVICES
8043 OFFICES OF PODIATRISTS Cosentino 8720-21  ACCOUNT,AUDIT,BOOKKEEP SVCS
8049 HEALTH PRACTITIONERS, NEC Kalinowski 8730 RESH,DEVELOPMENT, TESTING SV
8050 NURSING & PERSONAL CARE FAC Kalinowski 8731 COML PHYSICAL, BIOLOGCL R
8051 SKILLED NURSING CARE FAC Kalinowski
8052 INTERMEDIATE CARE FACILITIES Kalinowski
8059 NURSNG,PERSONAL CARE FAC,NEC Kalinowski
8060 HOSPITALS Zhu
8062 GEN MED & SURGICAL HOSPITALS Zhu
8063 PSYCHIATRIC HOSPITALS Cosentino
8069 SPECIALTY HOSP,EX PSYCHIATRC Zhu
8070 MEDICAL AND DENTAL LABS Cosentino
8071 MEDICAL LABORATORIES Cosentino
8072 DENTAL LABORATORIES Cosentino
8080, 82 HOME HEALTH CARE SERVICES Cosentino
8090 MISC HEALTH & ALLIED SVC,NEC Cosentino HOLDS Anno
8092 KIDNEY DIALYSIS CENTERS Cosentino Anno
8093 SPEC OUTPATIENT FACILITY,NEC Cosentino Anno
8099 HEALTH & ALLIED SERVICES,NEC Zhu Friedman
8100,10- LEGAL SERVICES Schindler Friedman
11 Friedman
8200 EDUCATIONAL SERVICES Rosefort
8210-11  ELEMENTARY,SECONDARY SCHOOLS Rosefort 9100-9700 — US Government & Municipals
8220 COLLEGES,UNIV & JR COLLEGES Schindler, 9100 DIRECT US OBLIGATIONS Rosefort
8221 COLLEGES,UNIV & PROF SCHOOLS Schindler 9300 MUNICIPAL Rosefort
8222 JR COLLEGES, TECH INSTITUTES Schi 9320 MUNICIPAL Rosefort
8230-31 _ LIBRARIES 9330 MUNICIPAL Rosefort
8240 VOCATIONAL SCHOOLS 9340 MUNICIPAL Rosefort
8243 DATA PROCESSING SCHOOLS 9350 MUNICIPAL Rosefort
8244 BUSINESS,SECRETARIAL SCHOOLS 9700 INDIRECT US OBLIGATIONS Rosefort

8249 VOCATIONAL SCHOOLS, NEC

8290,99  SCHOOLS & EDUCATION

Rosetort

9730-9800 — Foreign Government & Supranational Entities

8300 SOCIAL SERVICES

Johnson

9730 FOREIGN GOVERNMENTS Rosefort

8320,22  INDIVIDUAL,FAMILY SO

8330-31  JOB TRAINING, VOC

Johnson

9800 SUPER NATIONAL ORGANIZATIONS Rosefort

8350-51  CHILD DAY CARE SE

Johnson
Johnson 9900-9999 — Non-Classifiable Establish
Johnson 9900 NONCLASSIFIABLE ESTABLISHMNT Friedman
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SIC CODE Industry Analyst SIC CODE Industry Analyst
9990 NONCLASSIFIABLE ESTABLISHMNT Friedman 9998 MISCELLANEOUS (GV ONLY) Friedman
9995 NON-OPERATING ESTABLISHMENTS Friedman | 9999 NONCLASSIFIABLE ESTABLISHMNT Friedman |
9997 CONGLOMERATES (GV ONLY) Friedman
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Part Three
Credit Assessment Section 1. Corporate Bonds

SECTION 1. CORPORATE BONDS

a) Methodology for Independent Credit Quality Assessments
Corporate bonds defined as the Obligations of domestic and foreign
corporations, and preferred stock shall be distinguished on the basis of the
categories discussed below. The creditworthiness of the issuer of any particular
category of Obligation shall be assessed by reference to the general, and any
special, rating methodology discussed in this Part, unless the context of the
analysis requires a different approach.

(1)  Independent Assessment
If the security under consideration is unrated, or if an analyst has

conducted an independent analysis of the NAIC CRP-rated security, the
analyst shall make an independent assessment of the issuer, the sqgprity
or both.

(i)  Financial Analysis \\

(A)  Aundited Financial Statement Required
As a first step in the independent assessment, the lyst S5l
conduct an independent financial analysis of the isg s the

financial information presented in the Aud"e
as defined 1n this Manual.

The SVO shall base its financial analysis
historical audited financial informati

of projected financial information (if ava
operating history of three years orgiore

However, the SVO may assigggan INAI esignation based on less
than three years of fi aforfation in circumstances where the
issue’s operating hisg

legal identity has be@
entity or due to other do€

an tiiree years or because the issuer’s
el as a result of a merger into a new
able business circumstances.

Where three yeafs of financial information is not available, the analyst
shall review sudiinformation as is available, and shall determine if
forgwhich information is available is sufficient to

bnally sound opinion.

B)

atios as the analyst feels highlight appropriate aspects of the financial
ance of the issuer that bear on its ability to meet the
ligation owed to the insurance company.
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Foreign Securities, Foreign Sovereign Government and Supranational Entities

A reporting insurance company that owns a security issued by a
foreign sovereign government, an agency or political subdivision of a
foreign sovereign government or a supranational entity (entities with
more than one sovereign government as a member), or that is
guaranteed directly or indirectly by such an entity, must file such
security with the SVO accompanied by a prospectus, investment
committee memorandum and proof of rating from an NAIC CRP
unless it is filing exempt as defined below.

Insurance companies shall not file issues with the SVO if the issuer
does not have a sovereign rating from an NAIC CRP. If the issuer is

not rated by an NAIC CRP, proof of a guarantee from an NAIC
CRP-rated foreign sovereign government may be submitted. \ 4

Where a reporting insurance company has filed a foreign N

accompanied by an Audited Financial Statement, in English

limited by the sovereign rating of the issuer’s
section should not be read as prohibity
transactions structured to eliminate foreign so

1) The insurance company must fil securities for
which the information required by s available. For those
foreign securities held by a “Sub-par;
ot available for the SVO

n may be determined by

below, where the required infor:
to value the security, the N1

the reporting insurance etermination shall carry an

signation exceed the sovereign
igin. The company shall provide its
domestic regulator will
evaluate and assign ratings

e US. gross premiums of the company are no more
an 20% of its gross worldwide premiums or the amount of the
C y’s gross reserves and other liabilities under contracts of
surance (for life insurers gross reserves and other liabilities shall be
tuarial reserves and policyholder liabilities currently reported on
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page 3, lines 1 — 11 of the NAIC Financial Statement Blank, grossed
up for reinsurance ceded; for property and casualty insurers gross
reserves and other liabilities shall be loss reserves, loss adjustment
expense reserves and unearned premium reserves reported on page 3,
lines 1, 2 and 9 of the NAIC Financial Statement Blank, grossed up
for reinsurance ceded) on lives or risks resident or located in the U.S.
are no more than 20% of its total gross reserves and other liabilities
under contracts of insurance as reported on the company’s last
NAIC Financial Statement Blank.

The insurer must also maintain a trust fund in a qualified
U.S. financial institution for the payment of the valid claims of its
U.S. policyholders, their assigns and successors in interest. The trustO

shall consist of a trusteed account representing 103% P the
company’s gross reserves and other liabilities under con
insurance on lives or risks resident or located in the U.S. Th ts

of the trust shall maintain an NAIC Designation as assigne

t
SVO and be valued at admitted values carried in NSUNE'S
NAIC Financial Statement Blank. Such trust shall be
form approved by the insurer’s domestic com

The trust instrument shall provide that cont&t

without diminution. The trust shall
determined by the insurer’s domesti
the trust shall be reported ig the §
Blank special deposit sched
long as the insurer s

ub-paragraph D Company”
s uider contracts of insurance on

If a Company which pré@@@sly qualified as a “Sub-paragraph D
Company” no_hger qualifies, any foreign securities held by such
company whic not assigned an NAIC Designation by the SVO

; NAIC Designation in accordance with the

in subparagraph (B) above. These securities shall

e company with a “Z” suffix for the reporting year

ubsequentTeporting years.
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(D) Parent-Subsidiary Situations

In the case of transactions involving a parent holding company with
an Audited Financial Statement and an issuing subsidiary without a
separate Audited Financial Statement, the SVO may use the financial
statements of the parent holding company as if they were prepared
for the issuing subsidiary when the consolidating work papers relating
to the issuing subsidiary are provided or when the operations of the
parent: (i) are limited solely to owning the issuing subsidiary; and
(1) the issuing subsidiary constitutes at least 97% of the parent’s pre-
tax income and assets on a consolidated basis.

(1)  Qualitative Analysis; Senior Unsecured Credit
Interpretation of the financial ratios obtained in the preceding section will
be conducted in the context of the particular facts of the issuer M its

industry. Issuer and industry analysis shall reflect issuer and
response to competitive and general economic developments, 1
industry and issuer growth trends, issuer market position, co
environment, pricing flexibility, issuer’s labor and su
regulatory considerations, quality of management, releyg
accounting practices applicable to the industry andQgy
may bear on an assessment of the level of risk a®ciart
ability to meet its obligation to the reporting i e
review shall culminate in a preliminary detgrmi n of T issuer’s senior
unsecured credit quality.

(iv) Terms of the Securi
Before determining a final NAI@Des
() the position of the security in t

Designation may be scaled i d on the security’s relationship
: in the capital structure); (i1) the
sufficiency of the legal do
such as:

&)
®)
©

financial support or other credit enhancements;

E) other credit-related factor specific to the security under
review.
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b) Procedure Applicable to Filing Exempt (FE) Securities and to
Private Letter (PL) Rating Securities

(1)  Filing Exemption
Bonds (excluding RMBS and CMBS) and Preferred Stock that have been
assigned an Eligible NAIC CRP Rating, as described in Part One
Section 4 ¢) (i1) (B) of this Manual, are exempt from filing with the SVO
(FE securities).

() Identification of FE Securities
The SVO identifies FE securities as part of its quarterly compilation of the
SVO List of Securities. Please refer to Part One, Section 3 k) of this
Manual for a discussion of the compilation process. SVO staff then applies
the procedures discussed in subsection (iit) below to the FE securities it hasO

identified in the compilation process to produce the most accurate C
+

Designation equivalent. Per instructions of the VOS/TE,
publishes the NAIC Designations it produces in the AVS+. T
contains the official NAIC Designations for any given security.
use the information in AVS+ to identify and report the
NAIC Designation for FE securities they own to the dogm

the NAIC Financial Statement Blank. .
(i)  Direction and Procedure

The SVO shall produce NAIC Designations fo seCQities by applying
the following procedure in conjunction W ist of Credit Rating
: dit

Ratings  to

C
re

Providers and the Equivalent of
NAIC Designations, shown below.

= A Bond or Preferred St8c ! as gyeen assigned an Eligible
NAIC CRP Ratig i
NAIC Designatiog

¢ assigned the equivalent

= If two Eligible NA
lowest credit rating
NAIC Designfton.

tings have been assigned, then the
be used to assign the equivalent

= In case of or Preferred Stock that has been assigned three
Of MO e WAIC CRP Ratings, the Eligible NAIC CRP

i ond or Preferred Stock will be ordered according

t i equivalents and the credit rating falling second
lowest W@kl be used to determine the equivalent NAIC Designation,

Qif that rating is equal to that of the first lowest.

sociation of Insurance Commissioners 98 December 31,2018




Part Three
Section 1.  Corporate Bonds Credit Assessment

The SVO shall not in any manner whatsoever, show, display or disseminate
the credit ratings of NRSROs as part of the compilation or publication of
the SVO List of Securities in the AVS+ product or in any other
NAIC publication associated with the operations of the Valuation of
Securities (E) Task Force.

(iv) PL Securities

(A)  Effective Date of Verification Procedure for PL Securities
Effective July 1, 2018, insurance companies shall be responsible for
providing the SVO copies of private rating letters for PL securities,
where applicable, until such time as industry representatives and the
SVO shall have established reliable procedures for obtaining the
necessary information on credit ratings directly fro% the
NAIC CRPs. For PL Securities issued ptior to January 1, 2018, 1
insurance company cannot provide a copy of the rating lett

SVO due to confidentiality concerns and the rating is not i

securities’ General Interrogatory to be develgpedgf
(i.e., a PL GI security). The rules for PL secgitl S
not and shall not apply to PL securities in sco

Loan-Backed and Structed Securities for which o

matrix is prescribed for purp deterining  capital
requirements.
(B)  Definitions

For purposes of this paraga h,%&e “orivate rating letter”
means a letter or reportagaucd n C CRP on its letterhead or
R O

vestor, obtained by an insurer

. i the issuance or by following the
confidentiality process“@tabligficd by the NAIC CRP. The phrase

113

rivately rated securi

municated to the issuer and a specified group
and not publicly released via the NAIC CRP’s

1) security.

© 1990-2018 Natio sociation of Insurance Commissioners 99 December 31,2018



Part Three
Credit Assessment Section 1. Corporate Bonds

(C)  Conditions to iling Exemption for Pl Securities Issued on or After
Jannary 1, 2018
PL securities are exempt from filing with the SVO for assignment of
an analytically determined NAIC Designation if the security has been
assigned an Eligible NAIC CRP Credit Rating and the insurer verifies
the rated status of the PL security to the SVO. If the PL security is
not rated by an NAIC CRP; or a credit rating is assigned that is not
an Eligible NAIC CRP Credit Rating; or if the insurer cannot provide
the SVO a private rating letter verifying that the assigned credit rating
is an Eligible NAIC CRP Credit Rating; or the NAIC CRP cannot
provide the Eligible NAIC CRP Credit Rating on the PL security to
the NAIC through an electronic data feed approved by the SVO and
that specifically identifies the PL securities rated by that NAICgRP,
the PL security is not filing exempt. An insurer that
PL security that is not filing exempt shall either: 1) file the

within 120 days of purchase.

(D)  Conditions to Filing Exemption for PL .
January 1, 2018

PL securities are exempt from filing with

an analytically determined NAIC Dest
assigned an Eligible NAIC CRP i . If the PL security
CRP rating is not included in th¢fa e CRP credit rating feed
(or other form of direct delivegg froti thedZRP) or the insurer cannot
submit the private lettcyg il x because of confidentiality
c ignated PLGI. Insurers shall
a General Interrogatory with an
5 have an Eligible CRP Credit and are
ents and risk-based capital calculation

VO 1@ assignment of
101 e security has been

provisions, the se
report on all such
attestation that all such
reflected in the fgancial sta
commensurate@fith that rating

(E)  Procedure
eate systems and develop and staff administrative

et procedures to be administered by the SVO to

identi surer-owned PL securities; verify whether or not the

ssigned credit rating is an Eligible NAIC CRP Credit Rating and

ather  translate  that  credit rating into its  equivalent

esignation and input the NAIC Designation for the security

to the appropriate NAIC systems or notify the insurer that the
ecurity 1s not eligible for filing exemption.
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E)  SVO to Administer Verification Procedures

It shall be the responsibility of the NAIC to create and maintain for
the SVO, electronic facilities to accept: 1) electronic data feeds
provided by NAIC CRPs containing and specifically identifying the
PL securities rated by that NAIC CRP and the credit rating assigned
to the PL securities; or 2) PDF files of private rating letters provided
by insurers to the SVO containing the NAIC CRP credit rating for
the PL security.

(G)  The PL Process
It shall be the responsibility of the SVO to identify PL securities in
the AVS+ system for insurance companies to use when reporting
PL securities to the NAIC as part of the NAIC Financial Statement

Blank reporting process. The SVO identifies PL securities wiln it
&

conducts the quarterly compilation of the SVO List of S
Please refer to Part One, Section 3 k) of this Manual for a dis
of the compilation process.

(H)  Producing NAIC Designations for PL. Securities

The SVO shall produce NAIC Designations fgr s ] t to

private letter ratings as follows: rS
= The insurance company shall file a t tvate rating
letter with the SVO if not inglflded e applicable

NAIC CRP Rating feed(s) (o
from the CRP) noted above i stances where the
PL security is included i icable NAIC CRP Rating
feed(s), the SVO sh® e pppcedure in (iif) above.

etter 1s filed, the SVO shall
to determine whether the security
Eligible NAIC CRP Rating in

of direct delivery

securitiegwhere rating is received directly from the CRP
1 ic feeds, conditions 3 and 4 of Part One
») are deemed to be met, as a normal part of the
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= If the SVO verifies that the security has been assigned an
Eligible NAIC CRP Rating, it assigns an NAIC Designation
in accordance with the policy and procedure specified in
subparagraphs (1) and (i) above. The assumption in the
application of this step of the procedure is that PL securities
are typically assigned a credit rating by only one NAIC CRP.
However, if this assumption is inaccurate for any PL security,
the SVO applies the same procedure specified for
FE securities above in (iif).

= If the SVO verifies that the security:

o Has been assigned a credit rating but that the credit
rating is not an Eligible NAIC CRP Credit Ratiq‘ or

o Has not been rated by an NAIC CRP; or \
o Is no longer subject to a private letter rating;

The SVO shall notify the insurer that the security is n or
filing exemption. The insurance company shall then eit at
security and necessary documentation wi | an

independent credit assessment per Section pa) OF

an NAIC 5GI Regulatory Designation to ur
Interrogatory.

or assign
the related

An NAIC 5PLGI designation may e uS@h in connection with
the designation of PL securities T b AIC CRP (ie., for
PL ratings issued on or, aft 1, 2018) when the

documentation is not availgble®™Tor ghe SVO to assign an
NAIC Designation. I'g
is not available for
NAIC CRP credit ra
rating feed (or other

section, the documentation
assign an NAIC Designation if the
luded in the applicable CRP credit
direct delivery from the NAIC CRP)
and the insurer iggunable to Provide a copy of the private letter rating

documentatio necessary for the SVO to assign an

dopted by" NAIC CRPs in relation to the distribution of private
ing letters for what the NAIC refers to as PL securities, including
onfidentiality procedures and agreements, are integral to the
siness models of private for profit entities that the NAIC does not
gulate and which the NAIC stands in the relation of a customer of
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rating services. Accordingly, the SVO, as NAIC staff, shall not be
responsible for negotiating with NAIC CRPs to modify their
confidentiality practices or provide data feeds to the SVO. However,
if an NAIC CRP shall determine that it is willing to modify its
confidentiality provisions or provide such data feed or an alternative
process so that the SVO can obtain electronically, copies of private
rating letters for PL securities issued by that NAIC CRP instead of by
requiring insurers to provide PDF files, then the SVO is authorized
to work with the NAIC CRP to obtain and integrate the private
rating letters or the data feeds into NAIC systems to create electronic Q

processes that will permit electronic verification that the insurer-
owned PL security have been assigned an NAIC CRP Eligible Credit
Rating. Individual insurers and/or representatives of the insv‘mce

industry are encouraged to find ways to resolve confidenti
restrictions imposed by NAIC CRPs on the private rating lett a&
S
it

influence the process as investors to encourage NAIC

provide the data feeds to the SVO or alternative meth
the SVO to obtain NAIC CRP credit ratings for PL sec
used to administer the PL securities verificatigg p

in this section. S

(v) Application of the FE Procedure to Specific Populatg
The filing exemption procedure apply@o investments

required to be filed pursuant to

Manual.

® Catastrophe-Linked Bond are (Glglf”efbmpt provided the credit
rating assigned to them b

as derived in a specified

manner. Please refe Section 16 of this Manual.

(vi) List of NAIC CRPs
The CRPs that provide
pursuant to the terms of Part O

o Services to the NAIC, either
Section 4 of this Manual or otherwise,

are:

ers, or dealers; insurance companies; corporate
asset-backed securities and issuers of government

andard and Poor’s for credit ratings issued to financial institutions,
, or dealers; insurance companies; corporate issuers; issuers of

set-backed securities and issuers of government securities,
unicipal securities, or securities issued by a foreign government.
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= Fitch Ratings for credit ratings issued to financial institutions,
brokers, or dealers; insurance companies; corporate issuers; issuers of
asset-backed securities and issuers of government securities,
municipal securities, or securities issued by a foreign government.

=  Dominion Bond Rating Service (DBRS) for credit ratings issued to
financial institutions, brokers, or dealers; insurance companies;
corporate issuers; issuers of asset-backed securities and issuers of
government securities, municipal securities, or securities issued by a
foreign government.

= A.M. Best Company (A.M. Best) for credit ratings issued to insurance
companies; corporate issuers and issuers of asset-backed securities.

® Morningstar Credit Ratings, ILI.C for credit ratings issued to financial
institutions, brokers, or dealers; corporate issuers and issuers of@sset-

backed securities.
= Kroll Bond Rating Agency for credit ratings issued to 1al

institutions, brokers, or dealers; insurance companies;

issuers; issuers of asset-backed securities and issuers o

government.

= LDgan Jones Rating Company for credit in financial
institutions, brokers, or dealers; insurance i A corporate
issuers.

HR Ratings de Mexico, S.A. de C. it ratings issued to

of government securities, munici
a foreign government.

r each NRSRO was obtained
ocr, on October 14, 2016, and
1l FORM NRSRO certification; with
the exception of the informatio HR Ratings de Mexico, S.A. de C.V,,
which was revised F ary 15, 2018, on the basis of the Order Granting
Registration ... for o Additional Classes of Credit Ratings issued
November 23,

confirmed against each NRS{E
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(vii)

Note 2: The credit rating providers identified above include those of its
affiliates that the credit rating provider identified to the U.S. Securities and
Exchange Commission (the “SEC”) as part of its Form NRSRO
Application as a separate legal entity or a separately identifiable department
or division of the credit rating provider that determines credit ratings that
are credit ratings of the credit rating provider and which the SEC treats as a
credit rating issued by the credit rating provider for purposes of
Section 15E of the Exchange Act and the SEC’s rules thereunder.

CRP Credit Rating Hquivalent to NAIC Designations and to NAIC
Designation Categories

Please note that the existence of a rating does not eliminate the
requirement to file on SAR on any insurer-owned security not currently

listed in the VOS manual unless exempted from filing as detaifd ino

Part Three, Section 1 b) of this Manual. \
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(viit) Securities No Longer Assigned an Fligible NAIC CRP Credit Rating
Any Bond or Preferred Stock that at one time was assigned an Eligible
NAIC CRP Credit Rating by an NAIC CRP but is no longer rated must be
filed with the SVO within 120 days of the loss of the credit rating, as if the
security had never been filing exempt.

(ix) Limitations on Use of NAIC CRP Ratings

(A)  NAIC Designation is Capped to Highest NAIC CRP Rating
The SVO shall not assign an NAIC Designation for a rated security
that reflects an opinion of credit quality greater than that indicated by
the rating assigned by an NAIC CRP, except as provided in
Paragraph (B) below, and except that the SVO may assign the
NAIC Designation it deems appropriate to: VS

O Municipal bonds; and \
@) Military housing bonds or securities as defined in Pagt

Section 18 of this Manual.

(B)  Split Ratings
For filing exempt securities, the NAIC Desi; o
the NAIC Designation equivalent that resulg fro @

the filing exemption process described in Pa rec iis Manual.
This rule will also apply to replicatio &ns defined in
Part Four, Section 1 of this Manual a hastances where NAIC
CRP ratings are used by the SVO.
(C)  Unrated Transaction of Issuer wigh NAYC red Debt
When presented with ané teGsecu; of an issuer that has
another issue rated b : r\p, the staff may consider the
e

%

e be

cation of

ital structure of the issuer to

arrive at an NAIC IS the unrated security, provided that
the staff shall first cons® the rating agency and independently
consider the ter ated security and its impact on payment

risk.
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SECTION 2. PREFERRED STOCK
a) Directive

The SVO is required to classify preferred stock as either perpetual or redeemable.
Valuation Indicators show the classification decision of the SVO and are to be
used by insurers to determine a SAP valuation method for preferred stock.

P means perpetual and is a valuation indicator used to classify a preferred
stock as perpetual. The valuation indicator P means that the issuer of the
preferred stock is not obligated to redeem the issue, the holder of the preferred
stock does not have a right to put the preferred stock to the issuer or that there is
no other equivalent right. The P valuation indicator is assigned for the purposes
outlined in §SAP No. 32— Preferred Stock.

%

preferred stock as a redeemable preferred stock. This means that the issu

RP means redeemable preferred and is a valuation indicator that classftes a
preferred stock is obligated to redeem the issue, the holder of the preferr &
t

has a right to put the preferred stock to the issuer or that there is sofiggpo
equivalent right. The RP valuation indicator is assigned for the purpgses outilyed

in SSAP No. 32— Preferred Stock.

(NOTE: The instruction in the paragraphs above wi
December 31, 2019.)
b) General Procedure for Credit Assessm mssiﬁcation of
Preferred Stock

The following provisions apply to all preferred stoc icct (& notching to reflect
ne, Section 3 of this

its position in the issuer’s capital structure pur

Manual.

®

DPreferred Stock Not Rated b

on 1 a) of this Part. Once the issuetr’s senior

esignation has been established, the analyst will
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B)

@) A determination that the debt level in the issuer’s capital
structure would, or would not impede the ability of the issuer to pay
interest or dividends to the preferred stock holder, and whether
earnings are likely to be sufficient to pay such interest or dividends
(whether or not the issuer is contractually obligated to make such
payments); and

3 Whether all preferred dividends have been paid or sinking
fund requirements have been met for the last three years. If not, the
analyst shall not assign an NAIC 1, NAIC 2 or NAIC 3 Designation
to the preferred stock.

Once these adjustments have been considered, the analyst shall then
determine and assign the most appropriate NAIC Designation to theO

preferred stock. L 4
Classification of Preferred Stock \

The analyst shall review the terms and underlying charact

holder has an irrevocable put or the terms of the sec
an RP wvaluation indicator. If the secm@ &

mandatory redemption, an irrevocable put omfgnotilgg@fovision to
the same effect, the security shall be el Na P valuation
indicator. The final classification decil by thie SVO shall be
influenced by the degree of synergy& rent provisions or
characteristics of a security, the tory ctives of the NAIC
and the SVO’s exercise oy anaig retion. The RP and P

valuation indicators are assiS@ed e purposes outlined in
SSAP No. 32—Preferrg e

this paragraph will be deleted

another provision to the same effect, the secugity sk H ; for

Preferred Stock Rated RP

(A)  Determining an C Designation

©)

sue
If ghck is rated by an NAIC CRP, the SVO shall note
the IC Designation for the issue and then apply the

AIC DeSignation equivalent to the NAIC CRP rating as is
ropriate. If no adjustment is deemed necessary to the
esignation equivalent to the NAIC CRP rating, the analyst
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B)

shall assign the NAIC Designation equivalent to the NAIC CRP
rating to the preferred stock as provided for in this Part Three.

(2)  Issuer Rated, Preferred Issue Not Rated

The analyst may determine the issuer’s senior unsecured designation
by converting the rating assigned by the NAIC CRP to the issuer’s
outstanding debt into an equivalent NAIC Designation. Once the
senior unsecured designation level has been established, the analyst
may adjust the NAIC Designation associated with the issuer’s senior
unsecured designation level by applying the notching instructions
outlined above to the unrated preferred stock. The analyst shall then
determine the most appropriate NAIC Designation and apply the
NAIC Designation to the preferred stock. S

(3)  Issuer Rated, With Other Preferred Stock Rated
The analyst may determine an NAIC Designation for anx

preferred by comparing the unrated preferred stock

outstanding rated preferred stock. The analyst wi
adjustments as are necessary to account for dissimila
two securities and shall also apply the instructi@s il above to
the unrated preferred stock. The analyst @all 0

most  appropriate  NAIC  Designati d
NAIC Designation to the preferred stock.
Classification of Preferred Stock

The analyst shall apply the proce disc in above to classify
the preferred stock with eitw an XP. aluation indicator.

(NOTE: The instruction % jgraph will be deleted

effective December
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SECTION 3. SPECIAL ASSESSMENT SITUATIONS

Bonds and preferred stock that fit the description set out below shall be subject to the general
procedures specified above as well as the specific or special procedures identified below.

a) Eleemosynary Organization Bonds
The bonds of any eleemosynary organization shall be subject to the general
corporate methodology for assigning an NAIC Designation to bonds.

b) Debtor-in-Possession (DIP)
DIP financings are post-petition loans made to a company that has filed for
protection under Chapter 11 of the U.S. Bankruptcy Code (Code). A copy of the
court order approving such financing must accompany loans made pursuant to

Sections 364(b), (c) or (d) of the Code that are submitted to the SVO.The
submission should also include a complete set of documentation pertaining\
th

the loan and, if so, requested by the SVO staff, a legal opinion or analy:
DIP lender’s status with regard to the debtor’s pre-petition creditors.

o
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SECTION 4. CREDIT SUBSTITUTION

a) Filing Requirements
1) Executed copy of the third party Credit Substitution Instrument (defined
below) covering all monies owed under the underlying obligation and having a
tenor at least equal to that of the underlying obligation.

2) If the provider of the Credit Substitution Instrument and the Issuer/Obligor
has been assigned a credit Rating by an NAIC CRP, the filer provides their most
recent annual financial statements. If the provider of the Credit Substitution
Instrument and the Issuer/Obligor has not been assigned a credit rating by an
NAIC CRP, then the filer follows the documentation requirements for an

Initial Filing.
3) A legal opinion of counsel in the jurisdiction where the obligation woflk be

enforced is always desirable and may be required, depending on the compiigxi \
of

the transaction, discussing legal enforceability as described in the defini
Credit Substitution Instrument below.

b) Definitions
The following terms have meaning shown below:

Credit Substitution Methodology means and refers to@n ans
which an NAIC Designation is assigned to a secutity o :
strength of a third party with a high credit worth whaeg¥las m n irrevocable,
unambiguous, unconditional and legally enforcea 0 to pay the insurance
company lender on a full and timely basis the mone e, t0 the lender from a
named borrower (whether related or unrelated£0 s party) of lower credit
worth or to purchase and perform . o itself; in either case in

accordance with underlying written 2gse

Credit Substitution Instrumegls a0 refers to any one of a number of

instruments, known to be gover inable legal frameworks that define

the contractual, legal and other elem® essary to make a promise to pay the

debt of another enforceable iga given juitsdiction. Credit substitution instruments
include documentary lette: credit, guarantees, financial guaranty agreements,
financial guaranty ins 2 ese terms are defined below) and may include

e legal framework that governs such instruments is

identified and 1
analyzed and

ity of the promise to pay the debt of another can be
into the credit assessment. Credit substitution
ts,do not incie suretyships or comfort letters, as defined below.

Letter of Credit means an undertaking given by a third-party
ank) to a beneficiary (i.e., the insurance company lender) at the
the account of the applicant (the borrower) that requires the issuer
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to pay the amount of the credit solely on presentation of a specified document
that complies strictly with the terms and conditions of the letter of credit
(the document) and that prohibits non-documentary terms and conditions to
payment such as the examination of questions of fact or of law pertaining to the
underlying contracts or the assertion of defenses to payment derived from such
underlying contracts. Legal regimes that exclude non-documentary conditions to
payment include the Uniform Commercial Code (UCC), the Uniform Customs
and Practices for Documentary Credits (UCP) and may include other legal
regimes for letters of credit.

Guarantee means a contractual arrangement negotiated between a third party

(the guarantor) and the borrower and lender (an insurance company) in which the

third party agrees to pay promptly and in full, money due from the borrower to

the insurance company; unconditionally, or on the sole condition th® the

borrower has failed to make a payment; and in which the third party pron$§ &
e

to pursue repayment from the borrower until the third party’s obligatio

insurance company is fully performed. The term unconditional in the di
sentence means that the third party expressly waives in writing all mo

and statutory defenses to payment pursuant to a stated intent ect
obligation to pay the insurance company the amount o d by the
borrower and which provides a procedure or mechanisn®og d payment
with the sole condition to payment being the borrower’sgle 1ggering the
insurance company’s right to demand payment and thé@ird par@s obligation to
pay. The term guarantee encompasses joint and se gu ec arrangements in

the debt owed to it
rees to be bound for the

which multiple persons agree to pay the insuraggs, co

by the borrower provided each person ‘) pr
entire amount due. The term guarantyge
suretyship law in which the third

payment under common law, sta

uretyships governed by
right to assert defenses to

ctiolf specific events or occurrences.
The term guarantee excludes cG as defined below. Guarantees are

governed by the general contract la arisdiction.

Financial Guaranty Insf{iance means an absolute, unconditional, and
irrevocable obligation to pay{e named (insurance company investor) insured for

arigpinterest when due by the named borrower, the
1 party either waives all common law and statutory
ghares the obligation so that such defenses to payment
are not implicated. Sgancial Guaranty Insurance are subject to state insurance

laws, su ip law and*general contract law.
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Agreement to Purchase mean a written contract in which the third party agrees
with the insurance company that in the event the borrower defaults on its
payment obligation, the third party will purchase the insurance company’s claim
for the amount of the monetary obligation consisting of outstanding principal and
accrued interest and thereby assume and perform it. Agreements to pay are
governed by general contract law.

Comtfort Letters means and refers to a number of documents that promise
support of a limited kind to a subsidiary or affiliated entity. Comfort letters may
be called letters of assurance, keep-well letters, keep-well agreements, letters of
awareness, letters of responsibility and letters of support typically issued by a
parent corporate entity. Some comfort letters provide quantifiable support such as
minimum net worth agreements, operating agreements and debt service reserve
make-up provisions and some comfort letters provide enforceable remedie e

SVO may reflect quantifiable support and the benefit of legal enforce
remedies in the NAIC Designation by notching upward from the sub

stand-alone NAIC Designation but comfort letters are not Credit SubWy
Instruments. In connection with a comfort letter to be evaluated f¢

an insurance company may provide the SVO the insura
assessment of the economic value and enforceability ®
explanation of the procedures used by the insurancegpofigany$go grade the
comfort letter and a written legal opinion of rgputal¥} local @unsel on legal
ould be enforced,

msurance company

enforceability in the jurisdiction where the a;
translated into English, if written in another 1

may also submit its assessment of the likely f the supporting entity in

the event that the supported entity requires,

c) Outline of Credit S
Transactions that are candidate
rely on the credit quality of the th¥
would include the Credit Substitution
third party, borrower and legfier pertaining to the third party’s promise to pay for
the debt of the borrower. alyst:

odology
bstitution analysis are structured to
ocumentation for such transactions
Iment and the agreements between the

one credit quality of the borrower and that of the
> if the difference in credit quality of the third party
and justify the application of credit substitution
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2) Reviews the documentation to confirm that credit substitution
methodology provides the most accurate approach to identify, measure,
and quantify the business and operational risk of the obligor, business or
transaction. The review also confirms that the purpose of a credit
substitution instrument in the transaction is not as collateral or as a
structural element to address structural subordination or for a purpose
other than credit substitution. The review permits the analyst to
summarize the transaction in appropriate so that the obligation owed by
the obligor to the insurance company can be compared to that undertaken
by the third party to the insurance company. The summary includes terms Q

and conditions, maturity, amount of the debt obligation, mandatory
payment schedule, security, identificaion of borrower/issuer and
guarantors, descriptions of how demand is made to the third panfy for

payment under the Credit Substitution Instrument and how the
party makes the payment, events of default, key definitions and Z§ique
f

terms.

3) Identify the relationship of the third party to the borrowedggnd th
other key parties in the transaction as well as the wider b ss ise
(including affiliates and subsidiaries) of which arty and
borrower are a part. ¢

4) Quantifies the borrower’s payment obligation e afice company
lender under all circumstances and condt

SyQeviews the conditions
under which the Credit Substitution In: be amended or
terminated and the maturity of the Cr

to the tenor of the borrowep o Jevaluates the procedure

strument in relation

governing requesting and receiving e er the Credit Substitution

and timely payment and
obligated to pay the entire amount
borrower.

here the promise would be enforced, if provided, to
e legal enforceability. The specific issues that are considered in the
of legal enforceability vary in accordance with the facts of the
tion and the legal regime and legal principles applicable to the
Substitution Instrument. However, the following are a general
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description of the type of issues the analyst confirms in enforceability
analysis:

a) The third party promises to pay the entire obligation and not only
any deficiency remaining after the insurance company exhausts all
remedies against the collateral and the primary obligor(s).

b) The third party agrees to pay the obligations on the date due and
waives demand, notice, marshaling of assets, and any other defenses
to payment.

¢) The third party may not terminate or amend the support unless and
until the obligation owed to the insurance company has been fully

performed.
d) The Credit Substitution Instrument:
\ 4

=  Does not condition the promise to pay in relatiog t
value, genuineness, validity, or enforceab o)
the guaranteed obligations;

® Repudiates circumstances or conditions Qghat
release it from the stated payment obligatias

S @ d rights;
= Provides that the obligation to artigilar payment
reinstates if a payment made the ary obligor is

recaptured as a result offffie offgor’s bankruptcy or

= Waives rights of set-off, countergl

insolvency;

* Provides that ghe f the obligations are
beneficiaries of th t tution Instrument; and
= Jdentifiesd S rediPSubstitution Instrument ranks

diior unsecured obligation pari-passu

with those &

7) Evaluates the third
promise under the

&4 party’s existing creditors.

’s motivation and likely willingness to perform its

dit Substitution Instrument and related documents
ionship of the borrower and the third party.

and in context
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SECTION 5. REPORTING CERTAIN SCHEDULE BA ASSETS
a) Application of Reporting Instruction

This Section 5 applies to any life insurance company, fraternal benefit society or
other entity, domiciled in any state of the United States, its tetritories or
possessions and required by applicable law to use an NAIC Designation to
calculate an asset valuation reserve (AVR) and a risk-based capital (RBC) charge
for a Schedule BA asset (hereafter a “reporting entity.”)

b) Fixed Income and Preferred Stock-Like Schedule BA Assets
Defined
The NAIC Financial Statement Blank provides that long-term invested assets that
are not clearly or normally includable in any other invested asset schedule are to
be reported on Schedule BA of the NAIC Financial Statement Blank. Pursq‘lt to
applicable NAIC Annual Statement Instructions, a reporting entity determi

es
Schedule BA fixed or variable interest rate asset has the underlying chara@ifti
of a bond or other fixed income instrument or that a joint venture, par

income instrument. A Schedule BA fixed or variable rate asset has t
characteristics of a bond or other fixed income instrumgnt £

maturity and a fixed or floating coupon rate. A join‘ve .
limited liability company has the underlying characteristiy o

instrument if it predominantly holds debt (or loans) ag§recc a public rating
with annual surveillance from a CRP, or is desig e NAIC through the
application of a Weighted Average Rating Factor meghodology that takes

into account the NAIC designation and/or ed to the underlying

investments. Such assets are defined as @aving dn@rlying characteristics of a
t Instructions provide that
istics of a bond or other fixed
income instrument not filed w4 ust be designated as class six for
In furtherance of the regulatory
objectives embodied in the NAIC dal Statement Instructions, this Part
provides a procedure thro which a reporting entity shall file a Schedule BA
asset with the SVO to obtat NAIC Designation other than NAIC 6 in order

to obtain a more favodh ‘ he SVO is hereby charged with responsibility

purposes of calculating an A

ation in the circumstances described above, in
e) of this Section.
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c) Schedule BA Assets to Be Filed with the SVO

1)  Assets with Underlying Fixed Income Characteristics
Whenever a reporting entity shall determine that a long-term investment

properly reported in Schedule BA has the underlying characteristic of a
bond or other fixed income instrument and wishes to obtain a more
favorable NAIC Designation for the investment for AVR purposes, it
shall, file relevant documents describing the investment with the SVO for
the purpose of obtaining an NAIC Designation. For purposes of this
subsection, relevant documents shall mean the reporting entity’s
investment committee memorandum, the obligor’s Audited Financial
Statement, the loan agreement, a description of the investment, its
structure, the economic activity that will generate the cash flow to repay
the obligation, and such other documents as are necessary for the SWO to
conduct a credit analysis. In the cover letter transmitting the do

the reporting entity shall state its opinion and explain and delin e

rationale that supports the reporting entity’s opinion that the ass S
underlying characteristic of a bond or of another fixed incomegastru
(i)  Special Instruction — Capital and Surplus Debentures

Capital and surplus debentures, whether or not ra

subject to valuation as specified in paragra
SSAP No. 41R—Surplus Notes.

Capital and surplus debentures that are ra y AIC CRP are filing
exempt pursuant to Part Three of this Manui§gnd r8ported in the same

way as other filing exempt securities.

All capital and surplus debentures’a eported gh the surplus notes line of
Schedule BA, not on Sched

d) Reporting Exemp % ain Separate Accounts
Reporting entities need not repo BA assets to the SVO otherwise
reportable under this section if such . are held in a separate account that is
not subject to either the AVIFOr risk-based capital (RBC) charges.

e) Directive tg the " @O

Upon receipt of the fieportiily eiitity’s submission of a Schedule BA asset with
1 of a/Jond or other fixed income instrument, the SVO is
a credit assessment and assess the reporting entity’s

underlying cha
hereby directed

asset clgssification ion. Upon conclusion of its analysis, the SVO shall
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reporting entity shall report the aforementioned analytical values obtained from
the SVO for the asset, on the NAIC Financial Statement Blank.

f) Reporting on Schedule BA Assets
Notwithstanding the ability for life insurance companies to obtain
NAIC Designations from the SVO for asset classification decisions and
valuations for Schedule BA assets with the underlying characteristic of a bond or

other fixed income instrument, the reporting entity shall report the investment on
Schedule BA and not on Schedule D of the NAIC Financial Statement Blank.

g) Maintenance and Monitoring of SVO Determinations for
Schedule BA Assets

(i)  Maintaining and Publishing SVO Determinations
SVO determinations relative to Schedule BA assets that hav. the

underlying characteristic of a bond or other fixed income instrumgnt s
be compiled in a separate database within the NAIC’s VOS
Subsequently, the SVO determinations for Schedule BA asset
published as a part of the compilation of securities and investments Sgathe
AVS+ Products under a separate heading to facilitate the offithe
members of the NAIC and their regulatory staff.

(11) —M I:I'lltOI'IIl O : edit
\"
€SS

The SVO shall monitor improvement or deterior t quality for
Schedule BA assets entered into the VOS C enever newly
disclosed information suggests that the lik 0 ayment associated
with a Schedule BA asset has changed, thasSV' analyze whether the
NAIC Designation then assigned to i ent should be adjusted.
The reporting entity is responsible’f i e SVO with information
relative to a change in the ' of the obligor. By way of
illustration of the type of gfi¢ ho

limitation, the reporting ¢

ulbe reported, and not by way of
port any of the following or similar
events: a reorganization of the Or the obligation; any amendment of
the payment terms in gdge contractyany request for an extension of time for
payment beyond cdgiractual grace periods, or any other event which

indicates that th erformance of the issuer or the mnvestment has

(iif)

of a Schedtle BA asset shall file a Subsequent Report with the SVO
Uiling and Subsequent Filing is defined in in this Manual).
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On at least an annual basis, the SVO shall conduct a review of the credit
quality and value of the Schedule BA assets in the VOS Process to
determine whether the NAIC Designation assigned to the Schedule BA
asset should be adjusted to reflect the most recent information about the
issuer’s performance. Upon the conclusion of its annual review, the SVO
shall make any necessary adjustment to the NAIC Designation then
assigned to Schedule BA assets.

(iv) Deletion of Schedule BA Assets from the VOS Process

(A)  Maintenance of Database
The SVO will delete any Schedule BA asset from the VOS Process

on evidence that the investment has matured or that it is no longer
owned by an insurance company. ®

(B)  Failure to File Annnal Review Information
The SVO will delete a Schedule BA asset from the VOS Pr(w&
att

reporting entity has failed to provide sufficient or timely in

that would permit the SVO to conduct the annual revieg asses t
required by Section 5 g) (iif) of this Part. Schedule BA qgsetsglhat

have the underlying characteristic of a bond come
instrument assigned the administrative syndpol
from the VOS Process if any information Mot rectified
by the end of the first quarter followi i
However, the SVO will not delete a A asset that has the
underlying characteristic of a bond or 0 income instrument
that has been assigned the admgfistrats bol NR if an ATF
annual update filing has &0 d fie SVO has received the

m\ AIC Designation to the

information required

Schedule BA asset.
(NOTE: The sym e change to ND, meaning “Not
Designated,” effective ber 31, 2019.)

h) Filing Exemptgecurities Frocess
A filing exempt (FE) secuffiis an Investment Security, as defined in Part Two
Section 2 a) of this Masg ss exempt from filing with the SVO pursuant to

ee, Section 1 b) of this Manual.

VAIC Designations for FE securities by applying the
nd the equivalency relationships disclosed in Part Three

the NAIC and subsequently added by NAIC staff to the Filing
ties Process.
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Insurance companies shall not report a Regulatory Transaction, defined in
Part Three, Section 6 of this Manual, as FE securities, and the NAIC staff shall
not add a Regulatory Transaction to the Filing Exempt Securities Process.

i) NAIC Designation Categories, Valuation Indicators and
Administrative Symbols

(i)  NAIC Designations
NAIC Designations assigned to Schedule BA assets that have the

underlying characteristics of a bond are assigned without a prefix.
NAIC Designations assigned to fixed income instruments deemed to most
resemble a preferred stock are assigned with the Valuation Indicator P or

RP as a prefix, as further discussed in Section h) (i) below.
(NOTE: The Valuation Indicator P and RP will be deleted effective
December 31, 2019.) ¢

(i)  Valuation Indicators
Valuation Indicators are fully applicable to those fixed income in

Schedule BA fixed income instrument is like a pegg
for the purposes of valuation under SAP. If the gglud¥

placed in front of the NAIC Designation, the SVO g, co :

Schedule BA fixed income instrument is like a emxnreferred stock
for the purposes of valuation under SAP.

(NOTE: The Valuation Indicators P an 7 deleted effective

December 31, 2019.)
; N nd preferred stock are also
underlying characteristic of a

respectively.

(i)  Administrative Symbols
Administrative symbols appl

applicable to Schedule B

eporting Conventions; Pricing;
P g g

®

pntained in this Manual apply, respectively, to
at have the underlying characteristic of a bond or

derlying cHaracteristic of a bond or other fixed income instrument
unique transactions, and because their structure may differ from

o s or preferred stock, it is not possible for the SVO to provide
@ equired documentation that would be useful to the reporting entity

instances. To avoid a delay in assessing the credit quality, asset
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classification or valuation of the Schedule BA asset submission, the
reporting entity should take care to provide financial and other information
for the investment that would enable the SVO to assess the financial
strength of the obligor or the reliability of the process by which cash flow
for repayment of the obligation is to be generated.

(i)  Credit Assessment Procedures Applicable to Schedule BA Assets
Subject to the directive contained in Part One, Section 2 f) of this Manual,

the SVO shall have discretion to apply any credit assessment methodology

or any combination of credit assessment methodologies detailed in this
Part Three to assess the credit quality or asset classification of a

Schedule BA asset that has the underlying characteristic of a bond or other

fixed income instrument. O
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SECTION 6. REGULATORY TRANSACTIONS

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

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

c) Guidelines
The SVO or SSG s authorized to conduct an analytical assessment on befglf OfO

any state insurance department that requests such assistance.

If an insurance company files a Regulatory Transaction with the SVO&\
)

ATF process or under the Regulatory Treatment Analysis Service (RTAS,
the SVO shall first contact the state insurance department of the i
company’s state of domicile to disclose that a Regulatory Transacti

submitted and inquire whether the state insurance degart a
analytical assistance. rS
If the state insurance department of the insurer’s state ic uests such

assistance, the SVO shall engage in the requested angiitical aS@gssments of the
nd refer to NAIC
n or classification
e SVO or SSG to the

Regulatory Transaction. SVO determinations m: clu

analytical benchmarks, such as NAIC Designations,
assessments, and such determinations may bgfgtv
state insurance department.

SVO or SSG determinations g1y ion with the assessment of a

Regulatory Transaction may bg

o

adopted by the state insurance
department as part of that state ermination of the regulatory issues
presented by the Regulatory Trans@d However, SVO assessments for a

Regulatory Transaction will be entered into NAIC computer systems reserved

for Investment Securities, efined in Part Two, Section 2 2) of this Manual or
added to the SVO L1 comliies as defined in Part One, Section 3 k) of this
Manual.
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SECTION 7. STRUCTURED SECURITIES OR TRANSACTIONS
a) Structured Transactions Backed by Credit Enhancement

(i)  Structured Securities Fully Guaranteed by an NAIC CRP-Rated Entity or

U.S. Government Entity
Initial Filing Requirements — A structured security filed under this

subsection must be filed with a completed SAR, evidence that the
guarantor is rated by an NAIC CRP and a prospectus, private placement
memoranda or other similar document describing the pool, the credit and

structural components of the transaction and how the guaranty is called
upon together with a copy of the final executed guaranty.

Subsequent Reporting Requirement — A structured security filed under
this subsection must be filed together with evidence of the ofprent

NAIC CRP rating for the guarantor. \
Analytical Procedure — The analytical procedures in this subp&
N
y

apply to non-NAIC CRP-rated asset-backed securities and r
mortgage-backed  securities fully, unconditionally and@y

guaranteed by a U.S. government entity or an entity wit P-
rated senior unsecured obligation or claims paying a

This procedure shall only apply when the reportidyins company
intends that the NAIC designation assigned tq §ne sCQgrity will depend

solely on the rating assigned by an NAIC to g, guarantor or implied
rating of the U.S. government entity.

As used in this subparagraph, an N

unconditional promise to pay all amgun
timely basis, which is effecti &

rated guaranty means an

The SVO shall ass ny reported structured securities benefiting from
NAIC CRP-rat arantee by applying the procedure described
rst confirm that the guaranty meets the definition

OV O shall then review the terms of the reported
rmine whether any aspect of the credit and structural
e security compromises the benefit of the guaranty to
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If the SVO is satisfied that the guarantor is fully obligated to pay the
amounts due to investors, and that the structural characteristics of the
security do not compromise the benefit of the guaranty to the investor, the
SVO shall assign an NAIC Designation not higher than the
NAIC Designation that corresponds to the NAIC CRP rating assigned to
the guarantor.

b) Structured Securities Backed by NAIC CRP-Rated Financial

Assets
Initial Filing Requirements — A structured security filed under this
subsection must be filed with a completed SAR, evidence of all NAIC CRP
ratings assigned to the obligors in the pool and a prospectus, private
placement memoranda or other similar document (which must include a
detailed list of all of the obligors in the pool), describing the asset t}&s in
the pool and the credit and structural components of the transacti

Subsequent Reporting Requirement — A structured security fi

NAIC CRP rating assigned to each pool obligor.
Analytical Procedure — This subparagraph

instruments backed by the scheduled payment@trea 1) NAIC
CRP-rated or NAIC Designated underlying obliod@§ T issued by
NAIC CRP-rated entities; or (i) 100% uncagili guaranteed by

NAIC CRP-rated entities, even if none o ass emselves are rated
by an NAIC CRP.
As used in this subparagraph, an gide i ation is any obligation of

contractual right to receive jz form of cash whether disbursed

an NAIC CRP-rated entity thatY ediiolder of the security a

at a time certain or in schfd ents of interest and principal. To be

eligible for reporting und [Fection, the sum of the total cash
obligations evidenced by the

greater than the outstg@ding balance on the reported security.

The SVO shall ass any reported structured securities backed by
g obligations by applying the procedure

O shall confirm that the pool meets the criteria
SVO shall then assess the reported security to
r the credit and structural characteristics of the security

f this subparagraph, and that the structural characteristics of
rity do not compromise the expectation of predictable cash flow
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from the wunderlying obligations, the SVO shall assign an
NAIC Designation not higher than the NAIC Designation corresponding
to the NAIC CRP rating for senior unsecured debt assigned to the lowest
rated obligor in the pool, or, on a weighted-average basis, whichever is
applicable.
c) Structured Securities Fully Backed by Financial Assets Insured
by NAIC CRP-Rated Insurers
Initial Filing Requirement — A reporting insurance company may file
such a structured security with the SVO and the SVO may assign an
NAIC Designation in reliance on the claims paying NAIC CRP rating
assigned to the pool insurer per the informational requirements described

in this Section and the analytical procedure described in Part Three
Section 3 a) (iii) of this Manual. L 4

A structured security filed under this subsection must be file \
completed SAR, evidence that the pool insurer is rated by an NAI&
en
é

prospectus, private placement memoranda or other similar do
describing the pool and a copy of the pool insurance policy Tgludin
proof of loss and claim form together with a desgripti

processing procedures employed by the pool 'msuanc . @

Subsequent Filing Requirement — A structured 1 & under this
subsection must be filed together with evidence gl the nt NAIC CRP

rating assigned to the pool insurer.

This subparagraph applies to investment 4 acked by underlying

financial assets that are insured against #diyz

insurance policy underwritten by instrer yith an NAIC CRP claims

paying ability rating. Such a z&o cy must have coverage in an
o

amount equal to or gre

obligor defaults by a pool

utstanding balance of the pool’s
assets.

This procedure shall only app
intends that the N
solely on the claims

en the reporting insurance company

Designation assigned to the security will depend
ing ability rating assigned to the issuer of the pool
insurance polic

<AY

As use

1

oraph, NAIC CRP-rated pool insurance means an
insuranc icy “arat provides protection against individual obligor
defaults, underW@itten by an insurer rated and monitored by an NAIC CRP

ims paying ability. The insurance policy must: be in effect for the life

ity; provide for full and timely payment of all amounts due to
the TQuer; and rank as the direct, unsubordinated general obligation of the
ated flsurer.
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The SVO will review the reported security to determine whether the
reporting insurance company has provided evidence that there are no
factors that might compromise the contractual or financial ability or
willingness of the pool insurer to honor claims promptly. The SVO will
then review the pool insurance policy to ascertain the terms of the policy
and verify the information provided by the reporting insurance company.

If the SVO 1s satisfied that the pool insurer is fully obligated to pay
amounts equal to obligor defaults and that such amounts will enable the
issuer to meet its payment obligation to the investors, and that there are no
factors which might compromise the contractual or financial ability or

willingness of the insurer to honor claims promptly, the SVO shall assign
an NAIC Designation not higher than the NAIC Designation O

corresponding to the NAIC CRP rating assigned to the pool insurer. L 4
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OTHER TRANSACTIONS UNDER THE AUSPICES OF THE SVO

Please refer detailed questions about the analytical or other procedures applied to
these securities to the SVO Structured Transactions group.

a) Replication (Synthetic Asset) Transactions
Please refer to Part Four, Section 1 of this Manual for instructions and rules
applicable to Replication (Synthetic Asset) Transactions.
b) Structured Notes
(i)  Definition
A Structured Note is a direct debt issuance by a corporation, municipality,
or government entity, ranking pari-passu with the issuer’s other debt
issuance of equal seniority where either:

= The coupon and/or principal payments are linked, in whqle o
part, to prices of, payment streams from, index or indices, of§sets

deriving their value from other than the issuer’s credit quali

= The coupon and/or principal payments are leveraged
that is different from either a fixed coupon, or a n
floating rate coupon linked to an interest rate ggde
limited to LIBOR or prime rate.

L 4
Analytically, a Structured Note can be divided 1 N
and an embedded derivative.
Securities with certain embedded securities ot sidered Structured
Notes, including but not limited to bon stal@ffd call or put options.

When the issuer is a trust, the Rirce ymints on the security is the
assets in the trust, and investass m& ited to the assets in that
OtCs

(i)  Related Guidance for Morighee Referdéficed Securi
Please refer to Part Seven of MdPlual for related guidance pertaining to
a Structured Note defi@ed as a Mottgage Referenced Security.

s debt issue

(it1) ructions
Please refer to to this Part Three for general instructions and
rules thgf{ar Structured Notes.
c) Re es of ABS, RMBS and CLOs and CDOs

Please rgfer to Part Section 3 b) (ii) and Part One, Section 3 b) (ii1) of this

instructions used to make distinctions between debt and equity
to residual tranches of ABS, RMBS and CL.Os and CDOs.

Manual

reporti
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d) Principal Protected Notes
e) Exchange Traded Funds

Please refer to Part Six, Section 2 d) of this Manual for instructions and rules
applicable to Exchange Traded Funds.
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SECTION 9. POST-DEFAULT CREDIT QUALITY AND VALUATION OF DEFAULTED SECURITIES AND
ANALYTICAL CONVENTIONS

a) General Instructions
Issuers of defaulted securities often emerge from reorganization or private
restructuring and their pre-default liabilities may have been modified but remain
viable as modified. When this is the case, and the insurance company can
demonstrate that it has accounted for the loss of fair value consistently with
SSAP No. 36—Troubled Debt Restructuring, the SVO will assign a credit quality
designation to the defaulted security to reflect the issuer’s post-default credit risk.

b) Procedure for Determining a Post-Default Fair Value for a Loan
or a Security

Any insurance company that owns a previously defaulted security can file relevant
information with the SVO to obtain a fair value for the security or loan, or e

alternative, may calculate a fair value for the loan consistent with SS5.A4P
Troubled Debt Restructuring and report the fair value obtained and a copy of.1

SVO.

Where the insurance company has filed information with
that the SVO determine a fair value, the SVO shall cal‘lat
security or loan and communicate its determination to th urids
writing and enter the fair value in the VOS Process.

Where the insurance company has calculated or w to Qlculate the fair value,
it may report its determination to the SV explanation of the
O will consider the

on, the fair value claimed

methodology used to arrive at the fair v
information provided and determine whe
by the insurance company is reaso ) le. The SVO determination
will be entered into the VOS wili%also be communicated to the
insurance company and the do

c) Procedure for Obtaining @y Fist-Default Credit Assessment
Contemporaneously with th@filing contemplated in Section 11 ¢) (i1) of this Part

above, the nsurance comp hall file current financial and other relevant issuer

information so that t C etermine the issuer’s financial condition and a

current NAI es or the security. The SVO will not assign an
fair value for the loan or security has been

calculated consisten ith SSAP No. 36—Troubled Debt Restructuring.
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d) Issuer Amends or Refinances an Existing Issue as a Non-
Troubled Restructuring
Insurance companies who determine that a restructuring or workout of a
transaction is not a troubled restructuring under SSAP No. 36—Troubled Debr
Restructuring shall file information about the transaction and its determination to

enable the SVO to express an opinion on the matter. The SVO shall provide its
conclusions in writing to the insurance company and the domiciliary insurance
department.

e) Required Documents for Credit Assessment and Valuation
Analysis

The general informational requirements applicable to credit assessments are
contained in this Part Two. In addition, for purposes of the valuation the
insurance company should submit the following documentation to the@®VO
within 120 days of closing: \
If a new issue, Sources and Uses of Funds Statement, including: \
= Listing of new loan participants and allocations
= Listing of previous participants and associated payment disbursem
® Breakdown of previous issue repayment (and expldati Ny write-
off/realized loss or waiver, by type) of: L
o Principal balance
Accrued interest
Deferred financing fees and charges
Unamortized premiums or discount
Make-whole provision %
4
If amended, then:

"  Breakdown and explanation

O O O O

4 off, Walized loss or waiver of:
o Principal balance
Accrued interest

Deferred financing fees and &drges

Unamortized pgghhiums or discount

Make-whole prov:
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= If secured, Collateral Loan Form, including:
o Most recent Compliance Certificate and financials from the company,
including calculations and comparison to covenant levels in effect at
period-end.

f) Analytical Conventions

(1) Issuer Liquidation
The SVO will maintain any non-liquidated assets of an issuer in liquidation
at NAIC 6 provided that the insurance company may file a request for a
reassessment of credit quality of the loan where there is new underlying
credit support for the obligation. As a general rule, in an issuer liquidation
of a bankruptcy-remote entity, the SVO assumes the liabilities to be
permanently impaired, in the absence of evidence to the contrary. &

(i) Reorganizations Under Chapter 11 of the U.S. Bankruptcy C
The SVO will maintain the NAIC Designation of any issuer liabili
to compromise (i.c., any liability of the issuer that has not emer

from the reorganization) at NAIC 6. Bankruptcy-remote liahgti
other than temporarily impaired, but may be upgraded from
reflect the credit risk of the new obligor, provided g1 %
has recognized a loss as required by g

Restructuring in a prior year as discussed in subp
securities issued in lieu of the compromised liald§iti ergence from
bankruptcy will be reevaluated in line edit of the post-
bankruptcy entity.

any has agreed to discuss a
o obligation, SSAP No. 36— Troubled
event is a material credit event as
vork-out situation to the SVO as soon

modification of the termg

Debt Restructuring is implica®
defined in this Manual. Reporti

as practicable after ecision to restructure the transaction is taken, will
enable the SVO to with the insurer to estimate the fair value of the
loan and the cr the issuer.
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SECTION 10. MUNICIPAL BONDS

Municipal bonds are debt instruments of states, counties, special districts, cities, towns and school
districts, whether issued as general obligations, revenue bonds, annual appropriation bonds,
assessment district bonds or obligations that combine aspects of general and revenue bonds issued
by U.S. and Canadian obligors. For purposes of this Manual, credit risk associated with municipal
securities shall be assessed on the basis of the nature of the bond as a general obligation bond,
revenue bond or a bond combining characteristics of both, and on whether the transaction has been
rated by an NAIC CRP.

a) Computerized Services
The SVO shall independently obtain such computerized or other informational

services on municipal securities as are necessary to obtain publicly available rating,
pricing, statistical or financial information on municipal issuers and@their

outstanding securities. \
b) Unrated Securities
S he

If the security is not rated, or if an analyst shall have exercised hi

discretion to conduct an independent evaluation of the securi

NAIC CRP rating, the analyst shall proceed to an independent cigsiggss t:
(i)  General Obligation Bonds &
In the case of a general obligation bond, the SVO de e whether
the issuer has taxing authority and the precise ligglation at authority,

arrive at a determination of all current f te s that relies on the

issuer’s taxing authority and assess the tax ’s aDHlity to support the

existing and proposed levels of debt. e_condtct of this analysis, the

SVO shall consider all factors rel®ant ery) obligation bond analysis,
n e

such as issuer’s debt obligatiog nsion liabilities and other

similar obligations. In asse
debt, the SVO shall asse
distribution and compositi®

paygps ability to support the level of
the issuer’s economy, employment
ation growth, real estate property
valuation, personal income trenG d other local economic traits that are

relevant to its assessgiint.
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(i1)

(iv)

\Y)

Revenue Bonds

In the case of a new issue revenue bond, the reporting insurance company
shall provide the SVO with a feasibility study of the Project in order to
assess the level of demand and all probable alternatives to the services or
Project. In all other cases, the SVO may request the submission of the
feasibility study. The SVO shall assess sources of revenue, revenue
assumptions, Project costs and expenses and other relevant factors. The
analyst may consider any aspect of the Project that may be relevant to
determining an appropriate NAIC Designation.

Industrial Development Revenue Bonds: Pollution Control Bonds

In the case of an industrial development revenue bond or a pollution
control bond, the methodology applied by the SVO to assess credit risk
may derive from any appropriate corporate methodology or fi a
municipal methodology, whether associated with the revenue or th e
obligation approach.

Escrowed and Pre-refunded Bonds
The SVO may make its credit assessment on the basis o exechtéd
8

Letter of Defeasance, an FEscrow Agreement ,or - i
Agreement. rS
Credit Enhanced Municipal Transactions \

A credit enhanced municipal transaction is one hich &,application for

an NAIC Designation 1s to be based on on owing: (i) the credit

rating of a nationally recognized municip r that has issued a
financial guarantee or otherwise ins ; (1) on a financial
a Letter of Credit issued

of credit enhancement. In

guarantee issued by an insurance
by a bank; or (iv) on anothe

determining an NAIC Dgffonatioffor e transaction, the SVO shall
! documents ensure that the credit

strength of the insurer or b through unimpeded to the security
holder. The SVO shall examind@hether the payment obligation of the
insurer or bank ass full and timely payment of all amounts due to the

reporting insurance any. Factors relevant to this analysis include

su t’s or bank’s obligation to pay the effect of
[

ments made by the debtor and/or the third party
pany lender and the third party’s credit rating. The
lgw corporate resolutions of the issuer the guarantee or

sel regarding enforceability of the obligation of the third party, the
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(A)  Quantitative Analysis

payment stream under applicable insolvency laws or other regulatory
regime, or any other documentation that may be considered necessary.

The analyst shall make an independent financial analysis of the issuer.

Wherever possible, the analysis shall be based on histo

rical and

projected tax or revenue data. It shall be the responsibility of the
insurance company investor reporting the investment to obtain and

provide this information to the SVO. The analysis shall incorporate

the Audited Financial Statement, as well as additional information the
analyst may deem necessary. Upon receipt of this information, an
analyst shall perform financial analysis necessary or appropriate for

the transaction under consideration. Interpretation of the

information and data obtained will be conducted in the cont®t,of
the particular facts of the issuer and the Project to be finan

analysis shall reflect the issuet’s political and economic circu

financial

%

AN

and other criteria unique to municipal bond issuance.
(1) Use of Unaudited Financial Statements
For general obligation bonds not rated h , the

&)

SVO will assess the transaction one gra
otherwise be justified by the issuer’s
reporting insurance company cannot (FroviGpthe’SVO with a
copy of the Audited Financial . However, the SVO
shall accept the unaudited fin: statgnent of an issuer
without grade reduction, if una financial statement

has been submitted tdgand by the appropriate state

controller’s office. Reveiigg Bo 1l be subject to the same
ate t.

Designation

AIC Designation, the analyst shall
consider: (i) the suf cy of the legal documentation; and
(1) the ter@@S of the security such as:

(a) ateral.

Ity of the exercise of taxing authority in general
d obligations, or legal validity and enforceability
the pledge of cash flow.
Fconomic feasibility, including demand for the
services for which the issuance is made or Project is
being built.
(d) Project risks and risk mitigation.
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() Priority and legal position of the lender’s right to
payment of the issuer’s general fund (for general
obligations bonds) or reserve or trust fund accounts
(for revenue bonds).

(vi) Special Situations

(A)  Contact the S170
The reporting insurance company shall contact the SVO on a case-

by-case basis in order that the SVO may determine what information
is necessary to conduct an analysis of Annual Appropriation Bonds, Q

Special Assessment Bonds and Municipal Bonds Supported by the

U.S. Government.
L 4 \
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SECTION 11. CREDIT TENANT LOANS

a) Filing Instructions

(1)  Initial Fling Requirements
For Bond Lease Based CTLs and Credit Lease Based C1ILs, the reporting

insurance company shall submit a completed SAR form, a completed Bond
Lease Based or Credit Lease Based CTL Evaluation Form, as appropriate
(in either case together with the documentation described in the Evaluation
Form), and evidence of the lessee’s rating or Audited Financial Statement.

In the case of Acceptable CTL Variants (ACVs), the reporting insurance
company shall submit a completed SAR, an Audited Financial Statement,

Credit Lease Based CTL Evaluation Form (including the documents
described in the Evaluation Form) and a separate memorandum idendfying

and describing the ACV. Any documents that are unique to the tragsa
by virtue of its being an ACV should be included.

(i)  Subsequent Filing Requirements
For Bond Lease Based CTLs, Credit Lease Based CTLs, Mul@le Pro
Transactions (MPTs) and Acceptable CTL Variantsgmshe

insurance company shall submit evidence of a curre

for the lessee or the lessee’s guarantor. For purpdses of

current rating is defined as one issued or r \ 1

12 calendar months. Evidence of a currentpratin§gay be Stibmitted in the

form of a Bloomberg screen or other si& acceptable to the
h

e

NAIC from another information vendor, the lessee, or lessee’s
guarantor, is not rated by an NAIC C rting insurance company
shall file the Audited Financial St t o e lessee or the lessee’s

guarantor, as the case may r
b) General

(i) CTL Categories
Mortgage loans that arg made prifgirily in reliance on the credit standing of

a major tenant, struggiited with an assignment of the rental payments to the

lender with real prope ledged as collateral in the form of a first lien, are

Transactions (MPTs).

ies segregate CTL transactions in accordance with two
es: (a) the degree to which the credit tenant is obligated to the
for payments and real estate-related risks; and (b) the degree of
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complexity in the legal or structural components of the transaction. The
Bond Lease Based CTL category is intended to capture those transactions
that reflect the criteria discussed below and contains no legal or structural
variation from one transaction to another. The Credit Lease Based CTL
category is intended to capture those transactions that differ from Bond
Lease Based transactions primarily because the lessor is to perform
specified obligations, requiring analysis of how lessor risk is mitigated. The
ACV category is intended to reflect substantially all of the standards
described for the Bond Lease Based or Credit Lease Based CTL categories.
Transactions in the ACV category are those that do not perfectly reflect all
of such required characteristics, but which contain the deviations

highlighted in the ACV list; provided such deviations do not in number or

otherwise alter the character of the transaction as a Bond Lease Bagyd or

Credit Lease Based CTL. The ACV category will be interpreted go a

maintain the regulatory expectation that all submitted transactions %
C

criteria set out for the Bond Leased Based or Credit Lease Ba

1s

in the transaction structure. The MPT category pigovid

efficiency of transaction cost and resources. It S
essentially uniform documentation for the transﬁ e credit tenant

or one credit tenant group.

(i) Presumption of Fligibility

Transactions that meet the definition anfY le d structural characteristics
e gibmitted to the SVO for

for one of the four CTL categorti
] orm. From the perspective

determination by the SVO that the
hedule D reporting.

(tv)

ects appropriate CTL criteria. If the information

teria for the category; or (b) that the transaction contains risks
@ t from those normally associated with Schedule D transactions.
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Where, in the opinion of the analyst and where otherwise appropriate, the
risk presented by the transaction is inconsistent with the definition and
other criteria for the CTL category but is consistent with Schedule D
reporting, the analyst may reflect the additional risk by adjusting the
Designation for the transaction downward and away from the credit rating
category assigned to the lessee. If the analyst concludes that the transaction
contains risks different from those normally associated with Schedule D,
the transaction shall be rejected as ineligible for Schedule D reporting.

(v)  General CTT. Issues
The following are the types of general issues that may be relevant to SVO’s
CTL analysis. The list is not intended to be all-inclusive and not all
statements may be relevant to each CTL category. Where appropriate,
analysts shall consider: L 4

(A) The extent to which the transaction appears well ate\

from the credit risk of the lessor.

B) If a Phase I report, or the nature and prior usgeof the @ad,
indicates a substantial likelthood of preexisting _en

contamination, the extent to which the risk ftigdegl may be
evidenced by a Phase I or Phase 1T report, an a@ump At cost by
the lessee or other acceptable solution.

©) If the lessee’s NAIC Desiggatiofiys less @¢han NAIC 2,

insolvency risks associated with the les ay @, increased, and all

other aspects of the transaction may p, t role in the SVO’s
analysis. V'S
D) A previously unrated e rantor is eligible for CTL

consideration if it preseghs ritiggon requested in the Evaluation

Form.

E) While the numi nders 1s not limited, there must be
equivalency in protggtion for al¥fenders.

() While 1’s ownership structure is not limited (i.e., special
; equired), the SVO may require additional

¢)s whether the risks associated with the lessor’s
are mitigated.
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G) While the transaction may involve a leasehold interest created
by an agreement between the owner of the fee interest, the ground
lessee, the ground lessor and the remainder man, if any (specifically
whether or not the ground lease or estate for years is terminated
pursuant to a foreclosure of the note(s) or whether all of the ground
lease obligations materially match all of the lessee’s obligations under the
lease).

(H) Where casualty insurance for full replacement value is
required, it shall be provided by an insurer having a claims paying rating
ability at least equivalent to an NAIC 2 Designation, or if the lessee
shall be rated at least the equivalent of an NAIC 2 Designation and
lessee’s GAAP net worth is at least $100 million at the time of

origination, by self-insurance. If the credit rating of a lessee selfin®ir] Iy
s

Within 90 days of a rating downgrade, insurer shall provi
the SVO that the required insurance coverage has been ghtai

@O If the lessee 1s not assigned an NAI("Z S
and the SVO shall consider it necessary to co

insurer shall collect and send such additional rmagen cxplaining the

strategic importance of the premises to e

s business operations
(whatever the nature of the leased ises,@e.g., retail, office,
warchouse, manufacturing plant).
(vi) Evaluation Form L 4
The CTL Evaluation Formgss X‘ ed to be a part of the
documentation submitted J i er st@ject to all pertinent rules of the

ts regarding truthfulness, accuracy
ation Form is not intended to be a
statement of criteria to assist spucturing of CTLs. Acceptance of an
Evaluation Form bygfie SVO does not imply that the transaction will be
accorded Schedule D ment. The SVO shall have discretion to vary the

terms of, the
judgme y
<) Bo se Based CTL

Form as experience and prudent analytical
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to perform all the obligations related to the leased premises. The
investment community has historically defined a Bond Lease as a “hell or
high water lease,” the general concept being that regardless of what occurs
as to the leased premises, the lessee 1s obligated to continue to pay its rent.
Therefore, the focus is on the credit of the lessee (or of the guarantor of
lessee’s obligations) under the Bond Lease, not the real property
characteristics related to the premises.

(i)  Legal Characteristics of Bond I.eases
A Bond Lease reflects the following legal characteristics:

A) The lessee is responsible for every obligation related to the
leased premises, such as payment of all taxes and utilities, the
performance of maintenance, environmental and ground glease
obligations (if any) and the obligation that the lessee must indemnify

lessor against losses and claims relating to the leased premi!
lessor’s only obligation may be to provide quiet enjoyme
premises by the lessee.

B) The lessor makes no representations or warrantics
the condition of the leased premises and the lessdipacfCpts W premises
“as 1s.”

©) The lessee has no right to offset or % Pto terminate
the Bond Lease upon the occurrence @f o cenceywcondemnation,
casualty or for any other reasons, excep th see may terminate
the Bond Lease: (1) at any time, if t rmitiggdn coincides with the

lessee’s purchase of the leased emigs amount at least sufficient
to pay the outstanding principfh balanceffand accrued interest; or
(i) during a period no log 0 st three years of the lease term

without such purchasg

of 4 condemnation and casualty, if
the insurance proceeds rance proceeds) and condemnation

awards are payable to the le stee and are in amounts sufficient to

D) not required to occupy the leased premises if the
occupant is i r affiliate of the credit tenant. In these cases,
the e additional information regarding the strategic
impor ased premises.

(E lessee may assign and sublease if the lessee remains

onditionally liable for the performance of all lessee obligations.

n The Bond Lease cannot be amended without the lendet’s
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G) The Bond Lease or other relevant document(s) must
specifically prohibit a merger of estates.

(itf)  Structural Characteristics of Bond Iease Based Transactions
A Bond Lease and related documentation reflect the following structural

characteristics:

A Credit Leas
L
DErio ime with specified rent payments at least sufficient to repay the

ﬁ NnoLe(s).
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A) Payments under the note, including a balloon payment,
correspond to a lease payment due from the lessee pursuant to the Bond
Lease that is equal or greater than the note payment. The term
“balloon” in the definition is intended to imply only a payment larger
than previous payments and does not contemplate permitting
transactions with refinance risk.

B) Neither the lease payments nor the debt payments ndd be

D) The lessee leases 100% of the real property securing théQgte.
(®) There 1s a valid first lien on the real property gr th old
estate in favor of the lender/trustee.

) There must be in effect a fully eg able and
perfected assignment of lease payments in fafptr o nder/trustee
and the lender/trustee must be dire cting Yease payments
sufficient to fully pay each and every inst t o'\t service.

G) To the extent the credi re upon is that of a

guarantor, the guarantee of th®less ions must be irrevocable

and unconditional, and mu,
the lessee under the Bo
party guarantees for f

mance of all obligations of

he"@rm “guarantor” excludes third-
dit enhancement but is intended to
include support arrange s, wiich in the opinion of the SVO, are
entered into as a re @ the business of the lessee or the group
of entities of whi e lessee 1s a part.

(H) is not relevant and therefore not limited.

ed CTL

sed CTL transaction is one structured around a Credit
" A Credit Lease 1s a lease between a lessor and a lessee for a specified

level. \O
©) The lessee is required to pay for all expense items. \

&
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The Credit Lease requires the lessee to perform most of the obligations
related to the leased premises. A Credit Lease transaction is a corporate
bond/commercial mortgage transaction whose primary risk/return
characteristics are derived from the creditworthiness of the lessee rather
than from the traits of the mortgaged property. The principal difference
between a Bond Lease and a Credit Lease i1s the small set of landlord
obligations or real estate risks that must be explicitly addressed through
well-recognized mitigation methods discussed in Section 11 d) (iv) of this
Part.

1)  Legal Characteristics of Credit Ieases
A Credit Lease reflects the following legal characteristics:

A) The lessee 1s responsible for most of the obligations @ated
to the leased premises, such as the payment of taxes and utilities,

performance of maintenance, environmental matters cause
occupancy and ground lease obligations (if any) and must inde
lessor against most losses and claims relating to the leased premis
exceptions or other obligations must be addressed througify

adjusted debt service coverage ratios or other accgptab,

B) The lessee accepts the leased prenfles, 4
estoppel certificate.

©) The lessee has limited rights g o r abat¥ rent related to
casualty or condemnation or the failure er roof, structural or
parking obligations.

D) The lessee is not redfired upy the leased premises if the
occupant is a subsidiary or_affilia t edit tenant. In these cases,

the SVO may require ation regarding the strategic

importance of the leas

E) The lessee ma igffVand sublease if the lessee remains
unconditionally liahlg for the p&

() The it Iease cannot be amended without the lender’s
consent.

G) t Lease or other relevant document(s) must
specifi T a merger of estates.
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i) Structural Characteristics of Credit I.ease Based I'ransactions

A Credit Lease Based transaction reflects the following structural
characteristics:

(A) Payments under the note, including a balloon payment,
correspond to a lease payment due from the lessee pursuant to the
credit lease, except that the loan term may exceed the lease term by not
more than six months, and the outstanding principal balance at the end
of the lease term shall not exceed 5% of the original loan balance.

B) Neither the rent payments nor the debt payments need be
level.

©) The lessee is required to either directly pay or to reimburse
the lessor for primary expense items (e.g., taxes, utilities, maintefpance

and other operating expenses).
D) The lessee leases 100% of the real property securing x
E) There 1s a valid first lien on the real property or aS@hol

estate in favor of the lender/trustee.

(F) There must be in effect a fully exé
perfected assignment of lease payments in fa2®r o

and the lender/trustee must be directly c
sufficient to pay the debt service fully.
G) To the extent the credit to& pon is that of a
guarantor, the guarantee of the lessec@bliga must be irrevocable
and unconditional, and must g‘ran%ance of all obligations of
the lessee under the Credit Lea guarantor excludes third-

e
party guarantees for purpgfec nhancement, but is intended to

in the opinion of the SVO are
business of the lessee or the group

standards. The value reported in the appraisal
from a comparison of each of the (i) cost,
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1v)  Risks and Acceptable Mitigants in Credit I.ease Based Transactions

The following are acceptable forms of mitigation against landlord-retained
obligations.

Situation/Mitigant

(A) Roof, structural and parking expenses not explicitly covered
by Credit Lease:

(1) Deduct all appropriate costs in calculating an adjusted

debt service coverage (DSC) ratio of at least 1.05x; and
(2) Provide that funds shall be escrowed in amounts
estimated to be accumulated, on a substantially level basts,
to a level sufficient to allow for payment of the named O

costs at the time they are expected to occur. L 2

B) Loan term exceeds initial lease term: \
(1) Difference shall not exceed six months; and
(2) Remaining principal shall not exceed 5% ofggrigin: n
balance.
© Casualty: 7S
(1) Rent loss insurance (or an N pay rent
ired

regardless of a casualty) is m an insurer

having a claims-paying a¥
NAIC 2 Designation, or s¢
a credit rating equival

whose GAAP n€t gvo
time of the g t&

r equivalent to an
sragce by a tenant having
AIC 2 Designation, and
least $100 million, at the
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D) Ground lease obligations not explicitly addressed in credit
lease:

(1) Credit Lease payments must be sufficient to pay ground
rent, with DSC adjusted accordingly; and

(2) Attornment (non-disturbance) or other agreement
between fee owner and lender is required, obligating
ground lessor to notify lender of any default by ground
lessee and permitting lender an opportunity to cure the
default.

E) Condemnation:
(1) Where condemnation results in the termination of the
Credit Lease, all awards go to the lender to the ext®icof
the outstanding principal and interest; and \
(2) Where condemnation does not result in the ter bon
of the Credit Lease, the premises must be rep

restored.

) Environmental:

(1) Phase I environmental report s& ing e onmental
problems; or \m

(2) If the Phase I report shoys a lem e nature and

antial likelthood of

prior use of the land indic; as
preexisting environme co ynation, a Phase II

report and an agsumgiio at cost by the lessee or

other acceptable‘s HOLL
e) Acceptable CTL Vaga

ich&Wer is appropriate, specifically identifying the
alt Based or Credit Lease Based CTL standards not
itted transaction, explaining the differing language,
t put in place to substitute for the missing criteria and
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f) Guidelines for Acceptable CTL Variants

1) Acceptable CT1. Variants
Transactions that exhibit the following variations from the definitions of

Bond Lease or Credit Lease Based CTL contained above will nevertheless
be eligible for Schedule D treatment in accordance with these guidelines
and the definitions if the following standards are met:

A) Transactions where lease payments are insufficient to cover
required debt service. The shortfall would be covered fully by credit
enhancement, cash escrow or excess rent set-asides.

B) Transactions with balloon payments in excess of 5% for

Credit Lease Based CTLs if lease payments or credit enhancement fund

the balloon. The SVO will assess the extent to which the pagment

stream, whether provided by the lease or credit enhancement, cqyer,

balloon payment. &

©) Transactions where loan term exceeds lease by more@an s
,Qurchas& e

e th

months. The lessee is obligated either to renew the lease

property or terminate the lease and pay an amoug e

outstanding debt. If the tenant renews the lease, t
have to be for the balance of the loan term. I
property, the sale and settlement of the landlo sgation must

occur not later than the date prior to which | paym@hts would cease
and there must be a simultaneous payme the er.

D) Transactions that have ur d by the reporting
mnsurance company from anotifpr in a an assignment. If Bond
Lease or Credit Lease criteria aré Wet, t t that the transaction was

acquired through an assig es jeopardize CTL treatment.

(E) Transaction®
the premises. The reportir

tenant occupies less than 100% of
tenant and the credif tenant’s 1Se payments shall be sufficient to cover
the necessary esggiw, common area maintenance and other relevant
costs.

of affilia@®n between the parties, there is a substantial community

daterests between the parties; for example, the relationship that might
ist een an auto manufacturer and an auto supplier.
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G) Transactions where the tenant may terminate the lease despite
the fact that the amount due under the lease is greater than 5% of the
original loan amount. The tenant shall not terminate the lease without
first paying off the loan or extending the term of the lease to a term
sufficient to amortize the remaining balance of debt.

(H) Transactions in which the landlord has obligations other than
those specified in the definition for Credit Lease Based CTLs. The SVO
shall have sole discretion to determine whether the level of risk
associated with the retained landlord obligation is consistent with the
mitigant used. The SVO anticipates that the reporting insurance

company will provide a structure that protects the cash flow. Devices
like cash escrow or excess rent set asides may be appropriate mitigants. O

) Transactions in which the landlord retains obligations ¥t
where the lease requires the tenant to continue to make p en\
t's
ese

regardless of landlord’s breach of these obligations, with ten

remedy to pursue legal remedies for damages against the landlord?
transactions would be treated as Credit Lease Based CTLs{grespediVe

of the fact that the stated variation may be the o 4 e

the submitted transaction and a Bond Lease Bag

0] Transactions that permit lease termi fo alty to all

or substantially all of the property prior to fina e years of the

lease term. The reporting insurance ¢ ny Sggst demonstrate that

insurance by a third party acceptable t in place and fully
e termination. A key

covers principal and interest in the fve
consideration in this Variatio" bé) clear that the insurance
company lender would alwass ole.”

a
¢ tht lease to be canceled if the
ecified time period after a casualty.

The transaction shall incd a mechanism to assure that the
casualty could be ggaired witht

in force and ortgagee would have to permit application of

the term of the insurance policy then

insurance pr i off the debt.
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© 1990-2018 Natio

@ Transactions in which the tenant has a right to abate rent
during a casualty, condemnation, repair or restoration event. The
reporting insurance company shall provide: (i) evidence of rent
insurance of a duration of at least one year from a company rated the
equivalent of an NAIC 1; and (if) evidence that the tenant is obligated to
resume paying rent after the end of the insurance policy payments,
regardless of the status of the casualty, condemnation, repair or
restoration event.

(o) Transactions that provide a right to terminate the lease and
substitute property on substantial casualty or condemnation. The tenant
shall substitute equivalent leased property.

N) Transactions where tenant has a right to condemnation *v)rard
for value of leasehold estate or tenant improvements. If the tenant
leaschold interest in the premises because it has advanced fo

improvements, CTL eligibility is not affected because the
would permit the tenant to receive proceeds of the conde 101

award, provided the tenant continues to be obligated e
payments called for under the lease and those payge tto
pay the loan in full, or the loan is repaid. rS

©O) Transactions with an unsatisfacto e Phase 1I
report. Section 1 a) of this Part is intended teggirovid industry with
a device through which it can communicien mental issues to the
SVO. Generally, the SVO anticipates that a I transactions will have
a Phase I report. If the Phase I reporgfSets unfavorable matter, a

Phase II report shall provide% e edistudy of the issue. If the
reporting insurance COmMpad 0 sue the transaction it may
atrial information to the SVO,
ould mitigate the risk. The SVO

e proposed solution serves as an

present the Phase II
detailing the manner
would then determine w4
adequate mitigant for the risk.

®) Transd®Qns with a stale environmental audit. These
transactions 3 itted if the tenant has been in the property
ne initial audit, the initial audit is available and

5VO and the tenant’s use of property is not

since ghhe
accep
enviro lly sensitive. The documents shall include reliance on a
ng net leaS® paragraph to establish that all environmental obligations
nant obligations and not landlord obligations.
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Q) Transactions with appraisals submitting only one appraisal
method. A transaction may be submitted with an appraisal that lacks all
three-valuation methods (cost, comparative and income approaches) if
the appraisal is in accordance with MAI standards and makes clear that
the other two methods were not applicable and this is stated in the MAI
opinion.

R) Transactions with second mortgages. Rent must exceed
aggregate debt service on all debt up to required Credit Lease Based
coverage standards and the second mortgagee could not put lender into
default.

S Transactions where the lender is the second mortgagee. Rent
must exceed aggregate debt service on all debt up to required gredit

%

Lease Based coverage standards and the lender shall have a right to

first mortgage defaults.
(T) Transactions with minor lessor representations, wa ies

covenants. Staff shall have sole discretion to assess the

However, these transactions may be permitted 1f4 s, estopped

from asserting these lessor obligations to abfe ok piyment of

rent, or if there 1s credit enhancement or o atc¥available to
protect against tenant non-payment.

L) Use of collateral trustee and is ce orggust certificates. The
use of a collateral trustee, or trus tify has no impact on
eligibility for CTL treatment. 8taff i urse, review appropriate
range

documentation associated with r f
™) Transactions i . Store.” The SVO will raise no

objection to CTL eligs nsaction in which the original lessee
“darkens” the leased pre

essee remains unconditionally liable

for the performance of all le Ubligations.
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2) Multiple Property Transactions (MPTs)
1) Definition
An MPT transaction is a series of single property Bond Lease Based CTLs
or Credit Lease Based CTLs (but not both) combined in one transaction.
The MPT category does not alter the fundamental structure or principles
of either the Bond Lease Based or the Credit Lease Based CTL. To qualify
as an MPT CTL, cach site or property must satisfy the existing Bond Lease
Based or Credit Lease Based CTL definition, on a stand-alone basis.

i)  General Iegal Characteristics of MPT's
An MPT transaction reflects the following legal characteristics:

(A) Hach property or site qualifies as (i) a Bond Lease Based CTL

or (i) a Credit Leased Based MPT CTL, as defined below. &

B) Either (i) a single credit tenant or (i) “affiliate m\
tenants with a guarantee by the parent.

©) Differences in the documents are identified and i to
dollar amount of rent or debt and state/local law differences

D) Local counsel opinion(s) and a sp )l opinion
regarding enforceability of documents, perfecti@n o terests in

the collateral and consequently, the recordatio cu
are provided to the SVO.

S documents,

E) For Credit Lease Based MPIRGILs, “Q@ch property has a
satisfactory Phase I environmental r an Appraisal indicating
the appraised value of the proggrty d \ning the appraiser’s name
and certifications done in accord Wit standards.

Existing  cr 8 Jor cross collateralization
g

provisions are identifid

G) Any variance mG
sites in the transacty

Either a single credit tenant or affiliated credit tenants with a
giar by the parent; however, in all cases the lessee must occupy the
agkd premises.
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©) Any guarantee of a lessee’s obligation must be with respect to
all properties in the transaction.

D) All risks and acceptable mitigants, as currently described in
the existing Credit Lease Based CTL definition, must be uniform for
each property.

v)  Acceptable CTT. Variants Fligible for MPT Treatment
The following Acceptable CTL Variants will be acceptable for Credit Lease

Based MPT CTLs:

(A) Transactions that have been purchased by the reporting
insurance company from another institution via an assignment. If Bond
Lease or Credit Lease criteria are met, the fact that the transaction was
acquired through an assignment does not jeopardize CTL treatmerfp
B) Transactions where the tenant may terminate N
despite the fact that the amount due under the lease is greater tHafigo
of the original loan amount. The tenant may not terminate cas

a

without first paying off the loan or extending the term of €g lease
term sufficient to amortize the remaining balance of deh

e

lease term. The reporting insurance compagyl mustqglemonstrate that

©) Transactions that permit lease termggatio
or substantially all of the property prior to the

tytoa]l

ars of the

insurance by a third party acceptable t 1s in place and fully
covers principal and interest in the eve easc®termination. A key
consideration in this variation is t e r that the insurance
company lender would always @valk e.”

D) Transactions r to terminate the lease and

substitute property o asumity, economic obsolescence or

condemnation. The té
property.

E) Transacg®ns with appraisals utilizing only one appraisal
method (provid hat the appraisal method is uniform for all

ave to substitute equivalent leased

aC may be submitted with an appraisal that lacks
thods (cost, comparative and income approaches),
al is in accordance with MAI standards and makes
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h) Variants Requiring an NAIC CRP Rating
An NAIC CRP rating is required for CTL transactions:

() With two credit tenants in the transaction.

(i1) If lease payments do not commence until completion of
construction, but cash escrow or credit enhancement is available
during construction sufficient to negate risks.

(1)  If additional credit enhancement would upgrade the

rating of the transaction above the credit rating of the tenant.
(iv)  Where self-insured tenants with a Designation below
NAIC 2 are required to maintain a specified minimum net worth

or to immediately obtain insurance.

) Where environmental issues are not addressed, hut O
is a strong net lease paragraph, indemnification, compli ith
laws or maintenance covenants.

(vi)  With unaddressed and preexisting environmatal iss
there is credit enhancement or other collateral to

(vit)  Where there is no appraisal or 1\@1 C

Where landlord makes construction warranties or , tc as limited
rights to offset rent for construction, if estoppe eem are in place or
there is agreement from credit tenant that Seof] nonbinding against
lender because the risk is fully mitigated.

L 4
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SECTION 12. WORKING CAPITAL FINANCE INVESTMENTS

a) Filing Requirements

(1)  Initial Filing Requirements
An insurance company requesting an analysis of a proposed Working

Capital Finance Program shall provide the SVO with the documentation
described in this subparagraph.

= An RTAS Application;

* The Obligor’s Audited Financial Statements, if the Obligor is not
rated for credit risk by a NAIC CRP;

* The insurance company’s Investment Committee Memorandum
for the proposed Working Capital Finance Program; &

® The audited consolidated financial statements of the
which the Finance Agent for the Working Capital Finance
is a part, and one of the following:

(A)  An annual independent report according to men{ ¥n
Standards for Attestation Engagements (SSAE) Ng #5 on
on of the

controls at a service organization related to &e L
investment; or

(B)  An annual audit of the internal cogfrols ofghe consolidated
does not note any

group of which the Finance Agent is
material weakness related to servicing.

= A Certification from theginsu: pany’s Chief Investment

Office that the insurance co
any Supplier in the Working
the Working Capital Finance
surance or insurance related assets.

ase of a certificate, note or other manifestation,
epresenting a right to payment from a trust, other special purpose

, or special purpose pool holding confirmed supplier
receivables, that it has a commercially reasonable belief that the
documents establishing and governing the Working Capital Finance

© 1990-2018 Natio sociation of Insurance Commissioners 155 December 31,2018



Part Three
Credit Assessment Section 12.  Working Capital Finance Investments

Program create and preserve interests in the Confirmed Supplier
Receivables capable of being enforced by the trustee or other entity
holding Confirmed Supplier Receivables as first priority perfected
security interests under the Uniform Commercial Code.

Please refer to SSAP No. 105—Working Capital Finance Investments for the
definition of a commercially reasonable belief.

A copy of:

®  The document(s) that create the Working Capital Finance Investments
(ie., the short-term receivables) that is the subject of the RTAS —
Emerging Investment Vehicle Service Application, and establishes the
obligations of the Obligor to, and the protection afforded owners of,
Working Capital Finance Investments (including the Investors/@lhis
agreement is sometimes referred to as the Invoice Paymenjy 'Ler
Acknowledgement, the Payable Services Agreement or the ing
Services Agreement.

= DPlease refer to Part Four, Section 2 of this Manual for guigance r&@ed
to filing an RTAS Application with the SVO.

® The agreement(s) between the Obligor and

governing the administration of the \X/orkingQa 1t
and the Working Capital Finance Investments 4
agreements may be included in the dpcu s me

wned above or
may be a stand-alone agreement which omcqes referred to as the
Settlement Services Agreement or ige-Related Electronic

Services Agreement.

= The agreement governing th? thef/Working Capital Finance

Investments from the Sug ce Agent. This agreement is

sometimes referred tqQ s Purchase Agreement or the
Supplier Agreement.
= The agreement governing :
Finance Investmegts or a terest in Working Capital Finance
Investments by @il Investor from the Finance Agent. This agreement is

sometimes refe as the Agency Agreement, the Participation

ogtam T'rust Agreement.
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(i)  Subsequent Filing Requirements
= Copies of any of the documents originally submitted with the

RTAS Application subsequently amended.

® The audited consolidated financial statements of the group of which
the Finance Agent for the Working Capital Finance Program is a part,
and one of the following:

o An annual independent report according to Statement on Standards
for Attestation Engagements (SSAE) No. 16, reporting on controls
at a service organization related to the administration of the
investment; or

o An annual audit of the internal controls of the consolidated group
of which the Finance Agent is part, which does not nofg, any

Q

material weakness related to servicing.

b) Definitions in SSAP No. 105—Working Capital
Investments

Please refer to SSAP No. 105—Workins Capital Finance Invest;

understand and comply with before applying for an
Working Capital Finance Programs that would permit
Capital Finance Investments.

With the exception of the definitions for Dilu nd Operational Risk
below, the definitions shown below are sum: o) ose contained in
SSAP No. 105—Working Capital Finance Invest; only to facilitate a

discussion and in all cases subordinate t(‘he SSAP No. 105.
c) Summary of Key Defipitie s\
(i)  Confirmed Supplier Recejafible
A recetvable sold by a ier to ajinance Agent or Investor (or by a

Finance Agent to an Investot
designated by the SV at req
Agent or Investor, r to the sale of the receivable from the Supplier to

a Working Capital Finance Program
the Obligor to confirm to the Finance

stor, that it has no defenses to payment of the
esented by the receivable against the Supplier and,

no defenses to payment includes confirmation that the
r does not have a right to refuse payment that it may have acquired
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(i)  Dilution Risk

With respect to any Working Capital Finance Program, dilution risk refers
to disputes or contractual provisions that may reduce the amount of the
obligation owed by the Obligor to the Supplier under the original
receivable or the obligation owed by the Obligor to the Finance Agent
and/or Investor under the Confirmed Supplier Receivable. Examples of
dilution risk are credit for returns of defective goods or an allegation of
fraud, such as that the invoice is not legitimate or 1s a duplicate invoice.

(1) Finance Agent
A bank, financial institution, financial intermediary or service provider that

facilitates the Working Capital Finance Program that arranges the sale,
assignment or transfer of the Confirmed Supplier Receivable to the O

Investor and administers payment.

L 4
() Iavestor \
The insurance company that files the RT'AS Application with th :
it

order to obtain an NAIC Designation for a proposed Working

Finance Program.

(v) Obligor
An entity that purchases the goods or serviced¥fro
thereby generates the original supplier receivabl Obligor
has, or can be designated, NAIC 1 or NAIC the or has been
assigned an equivalent credit rating by a N R

(vi) Operational Risk
With respect to any Working Cgoital ({1

refer to the combined effect of thdggroce and parties employed to
implement the program andg@i&MgespOQibility under the documents and

to the determination by

rogram, operational risk

ether these procedures and parties
will ensure full and timel§
obligation to the Investor.

afce by the Obligor of the payment
: ple of an operational risk is the
confirmation process ghnployed to"verify that the Obligor has no defenses
to payment.

(vif) Supplier

e goods or services to the Obligor, obtains a
bligor in exchange and subsequently chooses to sell
the right to

e Agent or Investor under the terms of a Working Capital Finance
Pro designated NAIC 1 or NAIC 2 by the SVO.

ive the payment associated with the receivable to the
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(viii) Working Capital Finance Program

(ix)

The program created for the Obligor and its Suppliers by a Finance Agent
the terms of which permits Suppliers to the Obligor to negotiate the sale of
a right to receive payment from the Obligor (which is associated with and
evidenced by a recetvable) to the Finance Agent or an Investor.

Working Capital Finance Investment
The right to receive the payment associated with a Confirmed Supplier

Receivable purchased by an Investor under a Working Capital Finance
Program designated NAIC 1 or NAIC 2 by the SVO and is the subject of
SSAP No. 105—Working Capital Finance Investments.

NOTE: SSAP No. 105—Working Capital Finance Investments imposes
reporting and statutory accounting requirements on insurance congpany

investments in Working Capital Finance Investments and spec

)

analytical procedures to be applied or analytical controls to be ve b
the SVO that are not detailed above. Insurance companies tro
A

ar
advised to become familiar with SSAP No. 7105 before filing an
Application with the SVO.

d)

Direction and Program Parameters
M‘ ital Finance
inance Wavestment that

12.

Direction
The SVO may assign an NAIC Designation to a

Program Parameters

(A)  RTAS Submission Required ¢
A request that the SVQgaast

NAIC Designation to the Investor for the Working Capital
inance Program and the Working Capital Finance Investments
nerated thereunder upon receipt of fully executed final copies of
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the required documentation. Please refer to Part Two. Section 6 of
this Manual for instructions on how to file an ATF with the SVO.

(B)  Variations in Structure
Working Capital Finance Programs may differ in structure and in the
protection afforded the Investor. Structural strength and weaknesses
of various structures in such programs will be reflected in the NAIC
Designation assigned by the SVO.

(C)  Program Qunality
The SVO shall only assign an NAIC Designation to Working Capital
Finance Programs that can be designated NAIC 1 or NAIC 2. Credit
quality is measured by reference to a NAIC CRP credit rating or an
NAIC Designation assigned by the SVO. V'S

The SVO shall withdraw the NAIC Designation assig 0
Working Capital Finance Program on the date the Obligor’ 1C

CRP credit rating or NAIC Designation is downgraded to
or its NAIC CRP equivalent.
NOTE: SSAP No. 105—Working Capital inance In A des

that Working Capital Finance Investme ts erate@ under a
Working Capital Finance Program of an Ob g falladfbelow the
equivalent of NAIC 1 or NAIC 2 becomes N .

(D) Process and Methodology

An NAIC Designation shall be assig to & Working Capital
Finance Program on the basis o udiassessment of credit,

dilution, operational and ofer n Jksessment of protections

provided by operative documcii, to nvestor and the quality of

transaction participa

e) Risk-Assessment

1)  Credit Risk
for a Working Capital Finance Program shall be
lity of the Obligor, which may be determined by
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(i)  Dilution Risk

To achieve an NAIC 1 or NAIC 2 Designation, the Working Capital
Finance Program must eliminate dilution risk in the Working Capital
Finance Investment proposed to be eligible for purchase by the Investor.
The terms governing the Investor’s Working Capital Finance Investment
must eliminate Obligor recourse to its Supplier as a condition to payment
of the obligation to the Investor so as to result in an unconditional right to
receive payment on a full and timely basis.

(1) Operational Risk
To achieve an NAIC 1 or NAIC 2 Designation, all operational risks shall

be identified and assessed. Key participants shall have a NAIC CRP credit
rating or an NAIC Designation assigned by the SVO at a level at least that
of the Obligor. L 4

(iv) Legal, Structural and Regulatory Considerations \
e 1
no

Events of default remedies should provide the Investor at least th,

and privileges, unimpaired, of a trade creditor upon default
Obligor defenses that could cause dilution of principal.

Manual and that the regulator 1s the functi
Governors of the Federal Reserve System
of the Currency (OCC) or the Fede
(FDIC). In the alternative, the
Investor are made directly by thasOb
assets with those of the O}

ot other Investors.

The SVO will verify that the
Chief Investment Offfse confirm¥ that the Investor is not affiliated with
Obligor and that ing Capital Finance Investment excludes insurance

ve that payments due the

o commingling of funds or
ervicer or Trust Administrator

flation from the insurance company’s

or insurance-rel3

The SV will

Legal CopiGel

that the doc@gents establishing and governing the Working Capital

e Program establishes the rights and UCC code standard for

pr b first priority perfected interest in Confirmed Supplier
bab

it the Certification from the insurance company’s
s the existence of a commercially reasonable belief
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The remedies available to the participants in the Working Capital Finance
Program should be expressly identified in the documentation for the
Working Capital Finance Investment.

Characteristics that shall be present in a proposed Working Capital Finance
Investment include, but are not limited to, the following, or a substantial
equivalent:

= The Obligor makes payments directly to (i) the Investor; (i1) Finance
Agent; or (i) the servicer for the Working Capital Finance Program.

= The Investor must have the option, and not an obligation, to
purchase subsequent Working Capital Finance Investment so as to
ensure the Investor can exit the Working Capital Finance Investment
by permitting existing investments to mature. V'S

= SSAP No. 105—Working Capital Finance Investments provides that
documentation governing Working Capital Finance Progm&\

mi

provide that disputes arising under the agreements shall be

%

us
to a court of competent jurisdiction in the U.S. or be subjec an

alternative dispute resolution process sanctioned by stat n
the nature of Working Capital Finance O
anticipates that documentation governing Wor Finance
Investments will be subject to the laws and ju e courts
of California, Delaware or New York, or oal jurisdiction

with significant exposure to sop
transactions.

= Events of default must be clearly
that gives the Investor the 4bili
actions taken or not tak s such as the Servicer or

Trustee, or other na ing similar functions.
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SECTION 13. INVESTMENTS IN CERTIFIED CAPITAL COMPANIES
a) Definition

A certified capital company (CAPCO) is a state legislated venture capital firm that
can be a partnership, corporation, trust or limited liability company, profit or not-
for-profit and which may capitalize itself in a variety of ways. Investors who
acquire an equity interest or qualified debt instrument from a CAPCO receive
state premium or income tax credit.

b) Statutory Accounting Guidance
Guidance on the accounting for investments in a CAPCO is i INT 06-02:
Accounting and Reporting for Investments in a Certified Capital Company (CAPCO) (INT
06-02) located in Appendix B of the NAIC Acounting Practices and Procedures
Manual.

Before a CAPCO security can be filed with the SVO, the reporting 1

insurance company’s responsibility to apply Statutory Accounting Gui
CAPCO Transactions.

@

INT 06-02 requires reporting entities to account and repgrt f .
CAPCOs consistent with the security or other interes‘th %

specific guidance on the tax credits. For example, an imngstor lcquired a
bond issued by a CAPCO would follow the accounting N ponds found
in SSAP No. 26R—Bonds and report the detl
Schedule D in accordance with the NAIC

t the “transaction on

Part Three of this Manual. Related guidagge is

For an investor who acquired a limitad
would be valued in accordance wz

cordance with the NAIC Quarterly

in the appropriate Joint Venture,

Partnership or Limited Liaky

Both of the examples
reporting on tayferedis

NOTE: Nothin ;
SSAP No. 26R or S No. 48.

c) rocedure for Reporting and Filing with the SVO

The i n pany should first determine the reporting for CAPCOs

ed by@he statutory accounting guidance. This is done by establishing the
agicr offfhe investment and then applying the appropriate accounting and
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reporting guidance and to the extent necessary the related procedures in this
Manual for Schedule D or Schedule BA assets. If the CAPCO investment is
subject to the SVO filing process and does not meet the filing exempt
requirements, it should be filed with the SVO. If the SVO disagrees with the
insurance company characterization of the investment, it will so inform the
insurance company and provide rationale why the SVO believes the company has
misapplied or misinterpreted the guidance of INT 06-02 and request a re-filing if
necessary.

d) Required Documentation

(1)  Unrated
In the case of a CAPCO issue that is not rated by an NAIC CRP:

(A)  Initial Filings

obtain and complete the SVO’s VIM fornfpand

required documents and attachments. \

(B)  Subsequent Filings
For CAPCO issues that are not filing p ow the procedures
below (Corporate Issues Not Fili xe o file a subsequent
report with the SVO.

4

"K annually file an updated

ne, Section 2 f) of this Manual, the
redit assessment methodology or any

The reporting insurance co
Audited Financial Sta

e) Applicable Methot
Subject to the directive contained 1l

SVO shall have discretion tg apply any
combination of credit ass ent methodologies detailed in Part Three of this

Manual to assess the credi ity or to assess asset classification of a CAPCO
security.
The SVO sha e n to apply any credit assessment methodology or

combination of mc&gdologies as provided for in Part One, Section 2 f) of this
Manual hall consi@®r whether the procedure in Part One, Section 3 b) of this
Manual dsable to securities that contain other non-payment risk should be

apphO
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SECTION 14. LOTTERY SECURITIES

a) Definition
Lottery Securities are financial arrangements in which an insurer purchases the
right to receive lottery prize money owed by a state lottery authority to the winner
of a lottery or a subsequent assignee. The transfer may be expressed as the
purchase of a receivable, the execution of an assignment of rights or in some
other legally effective manner. A significant component of the SVO’s analysis of
lottery securities focuses on the enforceability of the rights obtained by the

reporting insurance company. The issue raised is whether state law requires the
observation of a special procedure before a transfer of lottery prize money may be
affected.
b) Documentation Requirements &
An insurer filing a lottery security must file the following documents:
(i)  Direct Transfer x
= Documentation of the transfer such as assignment agreement or r&Qpiva
purchase agreement,
cceivC@the court
order and will make payment to the insurer as difegted rt order,
= Bvidence, in the form of a letter from the I th&ty, that the
withholding of federal and state incomg, tax Whcibutab® to the lottery
prize money will be credited to the insure;\
(i)  Indirect Transfer
In addition to the documents req&&&, thgtinsurer shall submit:

= A certified copy of a court order if one is required,

= A written statement of the lottery authority that it

= A trust agreement,
® Legal opinions.

c) No Court Order Req

If the state lottery law goverging the tragsfer does not require a court order, the

reporting insurance compaggiishall submit an opinion of counsel acceptable to the
SVO, certifying that no_a

administrative aathor

consent or authorization of a governmental or
ired in connection with the transfer.

© 1990-2018 Natio sociation of Insurance Commissioners 165 December 31,2018



Part Three
Credit Assessment Section 14.  Lottery Securities

d) Court Order Required

(1) Direct Transfer
A direct transfer structure is a lottery security arrangement in which the
reporting insurance company purchases or otherwise acquires the right to
the lottery prize money directly from the winner of a lottery or from a
subsequent assignee. The reporting insurance company shall submit the
following documents:

(A) A certified copy of the court order that authorizes the transfer of the
lottery prize money to the insurer, and

(B) A written acknowledgement by the state lottery authority that it has
received a copy of the court order and that it will cause the lottery prize
money to be paid (and, if applicable, that it will instruct and requidp the
issuer of the annuity responsible for making the lottery prizg, mo
payments to pay and deliver the lottery prize money) directly to the er,

in accordance with the court order.

(i) Indirect Transfer
(A) An indirect transfer structure is a lottery secufifmto il the
reporting insurance company has obtained the riglid % i
money by acquiring the beneficial interest in a trusty [puch 45
similar manner. If more than one lottery prize is o a trust (or
similar entity), an additional issue is raisedyi.e. d thé@ndirect transfer
be considered a transfer of the lottery prize ey ust be ordered by
a court. To address this issue, the ins sh: mit the documents
required by one of the following gtio
(B) A certified copy of the court 0% orizes the transfer of the

st

lottery prize money fromg the insurer, and a written
uthority that it has received a copy
of the court order and that Qi t the lottery prize money to be paid
(and, if applicable, that it will 1
responsible for makiis the lottery prize money payments to pay and

and require the issuer of the annuity

deliver the lottery prt oney) directly to the trust, in accordance with the

Court order to effect a transfer of the right to receive
y, the transfer of a beneficial interest in a trust 1s not the
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(D) (a) An opinion of counsel expressing a qualified opinion that the
transfer of the beneficial interest in a trust should not be construed as a
transfer of lottery prize money requiring a court order which may be
qualified with respect to the lack of case law or legislative history to
support this view or by the observation that counsel is unaware that the
state lottery authority would concur with this reasoning; and (b) A written
acknowledgement by the state lottery authority to the effect that the
indirect transfer (for example, via a transfer of the beneficial interest in a
trust) is not the transfer of the lottery prize and does not require a court
order; or

(E) A copy of the state lottery authority’s policy statement that it will
irrevocably cause the lottery prize money to be paid (and, if applicable, that
it will instruct and require the issuer of the annuity responsible for ing
the lottery prize money payments to pay and deliver the lott I%)
money) to the trust despite the lack of court order.

e) Limited Discretion for Certain Indirect Transfers
An insurer reporting an indirect transfer lottery security arrangemen t cafiot
obtain the documents set forth in (i) (A), B), (C) or u the
transaction to the SVO with a qualified opinion of &Y
(i) (D) (a) above. In that case, the SVO may process the tr.
limited in its discretion to assigning an NAIC Dest, on €

tegory lower
than the Designation the transaction would ha € based on the credit
strength of the state or of the lottery authority.

f) Structured Lottery Securities
If more than one lottery prize is transle a t (or similar entity), the
tured lottery security. The

abl®to structured lottery securities.

security created thereby is consides

issues and criteria described abog are apps

However, securitizations introdtmother strirtural considerations. The insurer is

urged to contact the SVO.
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SECTION 15. POWER GENERATION PROJECTS

a)

Documentation Requirements
Independent Engineer Report — A typical report format identifies the
contractor who will construct the Project, experience and the
contract type; e.g., fixed cost turnkey. Describes the equipment to be
used to construct the Project, provides an assessment of its expected
life and identifies and explains applicable warranties. Discusses
anticipated completion date and contingencies or ramifications if the
completion date is not met. Projects financed after construction is
completed will not need to include such construction discussions in
the Independent Engineer Report. The report should identify uses of
construction funds and any construction budget contingency
available. Provides data and a study of Resource Risk includjngé

C

the geography and time period over which the informa

obtained. Often provides an analysis of the Off-Take Arra

and any applicable degradation or curtailment projectio
Off-Take Arrangement or Power Purchase -
the Buyer and the terms under which the Prgject
generated electricity, ancillary services,
attributes will be sold; identifies pricing (inclli ation clauses);
d unscheduled
outages; financial penalties imposed he ract for generation

permitted degradation; allowances f} (@

below required levels and identifie ire rves and the amount

of such reserves. ¢
f this Manual for Audited
ble to an Off-Taker not rated

Please refer to Part Three, Sec
Financial Statement s
by an NAIC CRP.
Information Memor: s can be in the form of a Private
Placement Memorandu nfidential Information Memorandum
or a Detailed Ingtnal Report. The Information Memorandum should

include: a ct description (site), parties and background

equipment supplier(s) and contractor, the

e economic rationale of the Project; a description

uses of funds; cash flow projections covering the

iscussion Yof available reserve accounts such as debt service,

erating and maintenance and decommissioning, as applicable; a

de tion of the legal agreements including security and covenants
d a description of the Off-Take Arrangement.

© 1990-2018 Natio sociation of Insurance Commissioners 168 December 31,2018




Part Three

Section 15. Power Generation Projects Credit Assessment

= Legal Agreements — The package of legal agreements identifies the
terms of the security and collateral package; and provides an opinion
whether investors have a perfected security interest and lien on the
collateral; indicates the maturity date of the debt incurred in the
Project Financing and includes sufficiently detailed Scheduled and
Targeted Amortization schedules as well as the requirement for any
Cash Sweep (as applicable); identifies the reserves that have been
established and confirms that such reserves are pledged as part of the
collateral package to bondholders; provides for a cash flow Waterfall
to ensure items of cash flow such as revenue, expenses, tax, debt
service and distributions occur in the specified priority; and includes
the affirmative and negative covenants (such as restricted payments
tests and limitations on the incurrence of additional indebtedgess)
applicable to the Project; identifies events of default, cross-dgfaul
the issuer’s other debt, if applicable, and remedies up &
occurrence of an event of default.

= Depositary Agreement — The contractual agreement betwe e
Project company, the lenders, and a third-party tru ch
governs the collection and application of ca
the Project as further defined in Part Three

ctt
b)  Definitions \
Cash Flow Available for Debt Service (CFADR) i ed as‘cash flow from

oparting expenses) less

operations in any given period (cash revenue minus

major maintenance capital expenditures. Maj ain ce expenditures are
those the Project needs to make to opergge th ood order for the life of
the transaction, including expenditures ré&Qged t orced Outage. Excluded

dr are any extraordinary or

discretionary capital expenditurg required to keep the plant in good

working order.

Cash Sweep refers to prin ition that occurs at specified intervals
based on excess cash (or rtion thereof) after completing certain steps in the
Project’s Depositary Agr Waterfall. Cash Sweep mechanisms are often
utilized in order,to re with excess cash available, and can be utilized

prohibition on distrib@gons to the parent or sponsor.

sociation of Insurance Commissioners 169 December 31,2018



Part Three
Credit Assessment Section 15. Power Generation Projects

Depositary Agreement refers to the contractual agreement between the Project
company, the lenders, and a third-party trustee, which governs the collection and
application of cash flow proceeds from the Project. The Depositary Agreement
includes provisions for reserve accounts that support specific Project liquidity
needs, certain future Project liabilities, and/or backstop debt service.

DSCR stands for debt service coverage ratio and is defined as Cash Flow
Available for Debt Service (CFADS), divided by the scheduled interest and
principal payments as measured during any given period (measured on a twelve
month rolling basis) and seeks to show the cash flow cushion available to meet
the Project’s ongoing debt amortization obligations given the intrinsic cash flow
generation ability of the Project. The scheduled interest and principal payments

are defined in the Project’s bond indenture or loan agreement during a speciﬁedO

period. L 4

EPC stands for Engineering, Procurement and Construction and re&\
gect

contract under which a contractor agrees to design and construct a Pr
specified timeline and in accordance with specified performance requireme

repayment, contractual obligations, and protections inco

(such as guarantees, security, pledges, reserve accounts,
Fully Amortizing means that the Project’s debt is re during the term of
such debt through cash flow from operations.

Fully Contracted means the Project (@ Sc s fhtered into an agreement
with a utility or other purchaser of electrici to sell all of the electricity
it will produce in an Off-Take Arg Spor pursuant to which the Buyer

ary services, tax credits, and/or

Forced Outage means thgy net capawility of the Project’s main electricity

generating units that are un@ghilable for load for emergency reasons.

St producing electric energy by transforming

other forms ofgher, e amount of electric energy produced, expressed in

kilowatt hours.
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Heat Content means the amount of heat energy available to be released by the
transformation or use of a specified physical unit of an energy form (e.g., a ton of
coal, a barrel of oil, a kilowatt-hour of electricity, a cubic foot of natural gas, or a
pound of steam). The amount of heat energy is commonly expressed in British
thermal units (Btu). NOTE: Heat content of combustible energy forms can be
expressed in terms of either gross heat content (higher or upper heating value) or
net heat content (lower heating value), depending upon whether or not the
available heat energy includes or excludes the energy used to vaporize water

(contained in the original energy form or created during the combustion process).
The Energy Information Administration typically uses gross heat content values.
Hedging Contracts are contracts where a counterparty agrees to purchase a
specified quantity of future electric generation (or ancillary services) at fixed prices
independent of the real-time spot market prices. These contracts are tyPically

r

financially settled with the power plant selling its generation into the sp
and paying/receiving the difference between the hedged price and the ac ot
g
e

market price to/from the counterparty. In the electric power market, the d
are typically structured as a heat rate call option or revenue put.ghateres

hedges provide for the conversion of floating interest rates es.

Derivatives may be used for this purpose.

Implied Heat Rate is a calculation of the day-ahead elec T

day-ahead natural gas price. Implied heat rate is also N “break-even
natural gas market heat rate,” because only a r s getlerator with an
operating heat rate (measure of unit efficiency) be e iifplied heat rate value
can make money by burning natural gas to ate p . Natural gas plants

with a higher operating heat rate cannoggnak t the prevailing electricity

&greed to between a buyer and

stiply and demand.

and natural gas prices.

Merchant Pricing means the pi
seller set in an open market on f§

Off-Taker means the purchaser o Oject company’s electricity under an

Off-Take Arrangement or a BRA.

Off-Take Arrangement m an agreement under which the Project company
enters into an agreem ; Off-Taker to provide a specified quantity of

electric gener apacity, ancillary services and/or environmental

attributes and typically obligated to pay for that product whether
or not it accepts

capacity oduce it.

peration and maintenance expenses and refers to the costs
normal operating, maintenance and administrative activities of the
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Partially Amortizing is a debt amortization profile that includes a balloon
payment at the end of the debt term. This structure typically relies on refinancing
or an equity contribution to repay the balloon amount.

Partially Contracted is a Project that has entered into a PPA or Off-Take
Arrangement for less than the plant’s full generating capacity.

Power Generation Project (Project) refers to a power plant that generates and
sells electricity within a special purpose entity, using a specified Technology and
Fuel Source.

Power Purchaser means the buyer of electric generation, capacity, ancillary
services and/or environmental attributes from the Project company.

Power Purchase Agreement (PPA) means an agreement in which the Power

Purchaser agrees to purchase all or up to a specified quantity of e c&
e

generation, capacity, ancillary services and/or environmental attributes
by the Project company.
Q@
3

%

c
Project Financing means the issuance of debt by a special purpos a

t1
non-recourse basis, whereby the debt incurred to construct or acquir Prgjccet
cally

is repaid from the cash flow from operations of the Proj s

pursuant to an Off-Take Arrangement or in a PPA, rggher @ g on the
equity Sponsor.

Renewable Energy Power Generation Projegt m a Pr@ect Generation
Project whose Technology is based on the cap o roy from on-going
natural processes, such as sunshine, wind, wave gagwe 1ng water, biological

processes such as anaerobic digestion anggeo r at tlow.

Resource Risk refers to the inherent varia a ertainty in projected solar

irradiation and wind speeds using g om the Project site that is then
correlated to a longer historica al data set to produce a long-term

resource projection for the Projec

Scheduled Outage refers to plannd
unavailable to operate. Schgiuled Outages are typically planned in advance and
communicated with the RT O and/or the Off Taker.

s are the principal amortization amounts required
chedule included either in the Note Purchase
Agreement, Cté ecment, or the form of Note. Scheduled Principal is

distin from eted Principal payments and Cash Sweep principal
payment he fact that failure to make a Scheduled Principal payment would
result 4 efault.
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Solar Power Generation Project is a Renewable Energy Power Generation
Project based on a technology that converts heat energy into electricity using
mechanical processes (solar thermal) for example, by concentrating solar radiation
to create steam or that converts sun light directly into electricity based on
semiconductor technology (photovoltaic or PV solar).

Targeted Principal payments are principal amortization amounts that are paid if
and to the extent that cash is available at that point of the Waterfall according to
the priority of payments in the Depositary Agreement. Failure to make a Targeted
Principal payment does not result in a payment default. Satisfaction of Targeted
Principal payments may be a condition to permitting distributions to the parent or
sponsor. Financing Structures with debt tranches that utilize Targeted Principal

payments are often intended to address the inherent period to period variability inO

renewable resources (such as solar or wind) by allowing the Project to a r&
j

principal during periods of strong resource without penalizing or strainin, €
cash flow during periods of weaker resource.

bio-mass; renewable; or other. S
Waterfall describes the order and priority of payment m must) be
made according to the Depositary Agreement or other Bgbject ment.

ne

Wind Power Generation Project is a Renewa ower Generation

Project that utilizes one or more wind turbine to Gs) that harness the
energy generated by wind and convert it & ele¢lrici
n n

c) e Projects
d particularly in subsection (c)

on projects. A typical non-recourse

Economic Dynamic of

all number of assets to generate all
over the life of the asset(s). In some
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d) General Methodology for Power Generation Project Finance

Transactions
Assessment of a Project incorporates an evaluation of the analytical constructs
described in this subsection (c). The conclusions drawn from each analytical
constructs are then organized by reference to the factors shown in the Credit
Factor Chart in subsection (d) below applied in conjunction with the Principles
Guiding the Use of the Credit Factor Chart to reflect the unique structural
elements in each transaction.

1) Cash Flows — Analysis of the Project’s cash flow during the debt term (and
beyond, as applicable) to assess its composition and predictability.

2) Competitive Position of the Project Asset and its PPA/Off-Take
Arrangement — An assessment of the Project asset within the context of the
marketplace and regulatory environment and an analysis of the PPA oOff-
Take Arrangement relative to the power market in its region and r 0
considerations.

3) Operating and Technical Risks —Assessment of the Project’s techno a
operating risks.

4) Financial Metrics — Analysis of the Project’s key financial met ary
metric for a Project Financing Structure that is full§ and fully
amortizing is DSCR. Financial metrics are evaluated% i similar
characteristics, debt service obligations and leverag of projected

cash flow compared to total debt is another key pn this analysis.
Additional considerations that could strength

analysis include:

en the above core

e Liquidity/Reserve Accounts *

e Structure
e Refinancing Risk

e Structural Subordination

e Construction Exposure

e) Tools and Cogpepts Used in the Application of the General
Methodology for Po Generation Projects

®

in deternithing the credit quality of a transaction. Given the highly
wzed nature of this asset class, the baseline assumption is that there
ue structural elements in each transaction that reflect the
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Credit Factor

transactions. For each Credit Factor there is a recommended range for
weighting to reflect that risk can vary significantly among Projects.

Subcategory

Weight

Range Average

Strong

Contractor with little
relevant experience or . Contractor with significant
. Contractor with some . .
weak reputation; L experience and strong financial
o elev: Xperie: 5 X ate S = H
% 4 s 5 floating contract; P ? position; fixed rate contract with
Construction Construction 0%—40% ;= contract; reasonable budget = 5 5
aggressive budget and financial incentives and penalties;
§ £ and schedule; reasonable
schedule; difficult construction complesit reasonable budget and schedule;
. NS T X1ty . -
construction process plesty simple construction
and/or complexity
Operator with little s Operator with significant
P ; Operator with some relevant Pe &
50, relevant experience; exeentice: GnEritorcan be experience; operator can be
o . experience; ator.
Operator " irreplaceable operator; P P - replaced; compensation is based on
10% . replaced; compensation is . -
compensation is not Eassd M results with LDs for
et based ased on performance deroatf R
performance base underperformance
Proven technology with some
erformance history, or
" Unproven technology pertormar e L
10% — PP e s newer technology with Proven technology with siy
Technology i with limited i o 2 24 S
20% cEirrice Histo appropriate equipment performance hiy
€ a ¢ history . i
P g warranties backstopping
performance guarantees
O&M is managed by the
Project or third party and
. e expenses are
Operations & Operations & O&Mis rp:mage_d by smoothed/backstopped by
“Technolo Mai 10% — the Project and . ) d
2y aintenance 15% funded fi a5k reserve accounts and/or
O&M o funded from cash e Falli Sl
(OaM) flow from operations equipmentwarrantics, g
Adequate sensitivity
modeling for higher than
projected O&M expenses.
agreement with fixed pricing
Fuel is purchased on Firm fuel transportatioi transportation or is subject
Fuel 1s s » .
P supply; resource as tolling agreement with the
. the open market; o PR 2
Resource/Fuel 5% — is acceptable any Power purchaser; resource
o resource assessment S L 3
Assessment 20% ks, onvsie bistoriaal some qa-site hij assessment is high-quality and based
-S10e StC . ol . .
reference data corr&ed to on significant historical data or
‘ station wi meaningful historical operating data
is present in lieu of a new resource
assessment
Wealocounterparti nterparties; Counterparti hose
. us arties; “ounterparties whos
Creditworthiness 10% — agpresstve cnntmcl' 5 lactual terms, creditworthiness is rated above the
o terms, high probability - s
Counterparty of Counterparty 25% of default o ‘ performance Project’s; favorable contractual
e o
redit Profile L dards terms
: é ‘01_( termination
ompetitive
Posi[t,ion Partial Tnerchant exposure L
L ” B i Generation is sold under a long-
Competitive 5% — with some hedging or some
s 5 . = N 3 term power purchase agreement or
Position 15% PPA offtake to mitigate price
— hedge arrangement
fluctuations
Strong bankruptcy
remoteness and legal Strong bankruptcy remoteness
separation provisions; limited legal separation provisions; strong
3 5 5 refinancing risk; historical look-back and look-forward
TrgngaCtion Transaction 10% look-back di tribution test: distribution tests; no refinancin,
ook-back distril ests; s on tests; no refina
Structure Structure 20% i 8

appropriate depositary
arrangement and average
reserve account/liquidity
protection

ry terms/cash
control/liquidity

risk; strong depositary terms,
excellent liquidity protection with
appropriate reserve accounts
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(i)  Principles Guiding the Use of the Credit Factor Chart

(A) Credit Factors
Construction: Projects are often financed for a long-term period,
with the private placement debt coming in before, during, or after
construction. Accordingly, if the debt is funding before or during
construction, an analysis of the construction exposure and its
potential impact on the financing must be completed. The
assessment of construction risk is intended to facilitate the

assignment of a long-term rating for the Project from the first date of
the financing, assuming steady state operations, that is unaffected by
the presence of a typical construction scenario with a properly
structured Engineering, Procurement and Construction (EPC)
arrangement. Accordingly, the analysis of construction risk exp@syre

is meant to capture outsized risk exposures that have
probability of causing a meaningful delay in achievem £

commercial ~ operations,  materially  increasing  cos
delaying/impairing the Project’s ability to service debt.
This analysis should address the likelthogd g e ct’s

construction being completed on time, gon

contingency), and within the expected a

parameters. In addition to the likelihood dfa s th*construction

process, the contractual structure of rangement should be
edic

assessed to determine the adequacy o

the EPC arrangement to addres tentralitfelays, disputes, cost

overruns, and operational @pficie{i ed-price EPC Contract

with a reputable consttuctio% at includes mechanisms
gre

nd mechanisms in

mages) to align the parties’

B.
o
[¢]
B
=
<
o
w
=
o]
Q
Q

ject on time, within operational
specifications, and Wit gt would be expected to score as a
Strong in the risk factOfpgloring for this category. Unqualified
contractors, ugfealistic construction budgets, or unachievable
timelines (if addressed by structural enhancements to the

0 merit a Weak score. Escrow accounts and

ay be used to help ensure performance under the
ere a guarantee from the construction company’s
parent eemed insufficient/lacking creditworthiness to backstop
he contractor’s obligations. An independent engineer would typically

ess the quality of the contract, the pricing, adequacy of
0 ency, and the ability of the contractor to complete the scope

work in the timeline expected.
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Special Considerations Unique to Renewable Projects: Wind and

solar projects are generally considered to have lower risk construction
processes than conventional power plants due to the modular nature
of the equipment involved and the shorter timeline required to
complete construction and commissioning activities. Both solar and
wind projects are typically commissioned in stages, allowing the
Project to begin earning revenue prior to Commercial Operation
Date (COD), which can help to offset exposure to construction
delays if they arise in the final stages of commissioning. The level of

complexity in the construction activities for a photovoltaic (PV) solar Q

project is typically considered to be low due to minimal moving parts
and the modular nature of the plant assembly.
Operational & Technology: Assessment of a Project’s Operati(ﬂ &

Technology profile 1s intended to determine the level of ex
these challenges that could impact both revenue and expenses$ se
ats

risks are assessed through four primary sub-categories:
technology, O&M expense profile, and resource/fu
Typical investment grade Projects will utilize compae

technology, a sophisticated operator, a carefG

and capital expense projection, and an appﬁp 120

that avoids financial penalties for fu ansportation
constraints and exposure to fuel costs, tha not ed through to
the Off-Taker. Comprehensive prgi&ety age and liability
insurance is expected to be in 3 usiness interruption
coverage that compensates gat Pfje force majeure disruptions

in operations.

aewable Projects: For renewable
Projects, a professigl assessment by an experienced third-
party engineering pically be completed prior to
construction of a Pro

adjustments for@he particular geography, climate, and details of the

with appropriate sensitivities and

Project site affgyequipment being used. Wind speeds or solar

d on site for a meaningful period of time in
art of construction is preferable. The debt sizing
or downside resource scenarios as well as the mean
resource. Operational Projects that have meaningful
generation data from historical operations may rely on

al historical data points in base and stress cases if the actual
p g history is determined to be a better predictor for future
rformance than the original resource assessment.
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B) Counterparty Exposure and Competitive Position
Counterparty Exposure — In instances where the Project’s cash flow
stream is dependent upon payment or other performance by a
counterparty, the credit quality of that entity should be assessed. The
primary counterparty of concern in a typical power project financing
is the Off-Taker or hedge counterparty for the sale of the Project’s
generated power. The credit rating of the Off-Taker/hedge
counterparty typically serves as the ceiling for the Project’s credit
quality due to reliance on the counterparty for cash flow to service
the debt financing. The power purchase agreement or hedge does not
need to cover all of a power project’s generation in order for the
Project to qualify for an investment grade quality conclusion or a
strong assessment in this category, but the debt sizing showgl be
appropriate for the level of contracted cash flows under theyOffi

Manual for Audited Financial Statement standards ap

Off-Taker not rated by an NAIC CRP.

Letters of credit, guarantees, and other securi ! &

lower credit quality counterparty’s ob]igati&s shoQd i

account, as the security could be sufficie x performance
ovi

pari-passu lien

throughout the contract. If the Projegt m r
to the hedge provider to secure the iect liocations under the
hedge, the potential detriment to thgggnio rs caused by sharing

this security interest should 36 evfilua attve to the debt amount
and value of the Project’s” Iggg- flows under scenarios
where the hedge is ou . . Capped liens in such situations

are typically preferre

Off-Take Arrangeme
Project’s cash flow due

dibe assessed to identify risks to the
e Project failing to meet specified
performance stffrdards, uncompensated curtailment, and any clauses
e Off-Taker to reduce payments or terminate the

ture regulatory/market changes. In some
cet alternatives to a counterparty, and the ease with

greements or hedge arrangements under market terms should

rally be considered to have a strong competitive position. In
ituations where the contractual price of the power being sold under
e offtake agreement materially exceeds prevailing spot and forward
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© 1990-2018 Natio

market prices in the region, the Off-Taker’s motivation for entering
into the agreement (and ability to pass the cost of such agreement on
to its ratepayers/customers) should be considered. State renewable
portfolio standards, federal environmental legislation, the current
political climate, federal/state energy policy and regulations, and
regional  supply/demand  fundamentals may support the
viability/defensibility of above market Off-Take Arrangements. If the
viability of an Off-Take Arrangement is in question, it might be
appropriate to consider the Project’s ability to service debt if it were
to sell power (and any applicable ancillary services) under current and
forward market rates.

Projects that are fully exposed to merchant pricing are likely to be
considered to have a weak competitive position unless a par& ar
heat rate or cost advantage that results in superior cash flo te

to other market participants can be proven.

recourse, stand-alone entity that is neither reliant on it
impacted by its parent’s credit profile. While the ult e of
the transaction can take different forms ?c o
T
1

components are needed in order for the

U
t
separate from its parent(s):
e The Project entity 1s a limited or$ifiec rpose entity (solely
{

regulation, and/or

engaged in the generation, distribution,
transmission of electricity).

e 'The debt investors have a ¢ ity st in the assets, accounts,

and equity of the Prg investors have an assignment of

e 'The Project is contrd titled to the cash flow stream that

services the de

Additionally, a typic oject structure includes the following:

e TheP nd¥are segregated from the parent/sponsor, and a
i ee administers the movement of cash flow, in
th a Waterfall.

o, Distribuli®ns to the parent/sponsor are allowed only when certain
criteria and DSCRs are met.
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e Standard affirmative and negative covenants requiring regular
operational and financial reporting, restricting the sale of assets,
prohibiting/restricting the incurrence of  additional
liens/indebtedness, limiting modifications to and cancellation of
material Project agreements, restricting acquisitions or changes in
line of business, and other standard Project finance covenants.

The assessment of strong, average, or weak for the Project’s structure
is dependent upon the strength of the above terms, and how they
have been crafted to address the Project’s specific attributes/risk
profile.

Financial structures that should be evaluated further to determine
whether their structure merits a designation of average oryeak

include: \
e Refinancing Risk — Projects with partial or a bar&
St
t

amortization during the debt term should present

scenarios to show the most likely level of debt

maturity that will be refinanced, and the a
refinancing would be accepted by the mark d on the
cash flow post-maturity, contract structu& 0S , and the
expected asset value at the time of refinanggghe I of the asset
(compared to its expected useful life) t/k capacity, and
current mergers & acquisition (M& lues similar assets on a

sed to evaluate the
fully amortizing structure

transaction price per kW basis

viability of a refinancing. A Proj
(with otherwise strong striggtu nts) will be considered

stronger than a partig

. Projects where the debt is at a
a significant degree of Project or
subsidiary level debt (o quity) that needs to be serviced prior

to cash being (Vailable to service the debt of the rated issuer.
The abilt oject to withstand revenue disruptions due to
un ed¥ Outages and other events is assessed. The
as include the existence and amounts of debt service
res maintenance reserves, operating reserves, property

damage al@business interruption insurance, and committed working
apital facilities. A debt service reserve of six-month is standard. The
r a major maintenance reserve may be mitigated by a long-

rm service agreement.
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©) Ouwerall Financial Risk Profile
After evaluating the Project’s credit factors, the average debt service
coverage ratio (DSCR) profile necessary to support a quality
conclusion will be determined. DSCR 1s not the only metric used to
determine the appropriate quality conclusion—in structures with
multiple tranches, Cash Sweeps, Targeted Amortization, and
refinancing risk, the net present value (NPV) of the remaining
projected cash flow divided by the total debt amount (NPV Ratio) is
an appropriate measure of the Project’s ability to service debt over
the term of the financing (or post-financing, when evaluating
refinancing risk). The calculation of the NPV Ratio typically uses the
coupon (or weighted average interest rate) as the discount rate for the
calculation. In evaluating a refinancing scenario post-maturity gf the

current financing, market rates (accounting for the currentfo

interest rate environment) can be used to approxim the
appropriate coupon/discount rate.

Projects exhibiting an overall credit factor assessment e ‘weakWgyse
not expected to fall within the highest or high-qualiggcatcSsicdidue

S
B 2
conclusion as a comparable Project wi

following table provides guidance for ra of DSCRs or NPV
Ratios would generally indicate ghighi rsus  lower quality

to their inherent weaknesses. Projects with uni§ that give

rise to higher variability or uncertainty in require

higher debt service coverage ratios to a

conclusions given different over: essments from the Credit

Factor Chart. *

Overall Credit
Factor Chart Risk
Assessment Investment Grade Speculative Grade

Highest High Low Lowest
Weak N/A N/A 1.30 - 2.00x 1.20 - 1.50x 1.10 - 1.35x
Average 1.75-3.25x 1.30-2.00 1.20 - 1.50x 1.10 - 1.35x 1.00 - 1.25x
Strong 1.50 — 3.00x 1.20 — 1.10 - 1.35x 1.00 — 1.25x 1.00 — 1.15x
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f) Additional Methodological Considerations for Renewable
Energy Projects

(1) Additional Considerations Applicable to Solar Power Generation Projects
Assessment of Solar Power Generation Projects is conducted on the basis

of the general methodology described Section 15 b) of this Part, above but
is subject to the additional considerations that follow.

Regulatory Incentives — The electrical output of Solar Power Generation
utilizing photovoltaic technology can be expensive relative to the cost of
the output of thermal combined cycle gas turbines or coal-fired plants
depending on the regional market that the Project is operating in and time
of day that the power is being delivered. This often means the viability of
individual Projects depends on regulatory incentive, subsidy or support.

When such support exists, the form of the support; its predictability; ghe
general level of political support for renewable energy and the fit @
energy policy and framework are evaluated.

Structural Risk — If the form of incentive, subsidy or support impos

lines for Project completion as a condition, the ability to meet
and the potential loss of the incentive, subsidy or
of the Project should be considered. 'S

Technology Risk — Technology risk is defined by e potential

for serial defects that can cause panel yields t pecification or
make yields degrade more quickly than origr ed. The presence of
warranties and insurance products SuEOOr
technology, as well as decreasing futurefban lacement costs should be

considered as potential risk mitigant,

Resource Risk — The volurg
plant depends on the p

tr roduced by a PV solar power

expected volume of irradia®
provided by reputable and@ggfrienced consultants prior to the
commencement of mercial Operations, expressed as a probability
distribution functio he Project’s ongoing ability to service debt is
50 and the P90 forecast to calculate base case

s determined to be a better predictor for future
pe ance than the original resource assessment.
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(i) Additional Considerations Applicable to Wind Power Generation Projects

Assessment of Wind Power Generation Projects is conducted on the basis
of the general methodology described in Section 7 b) of this Part above,

but 1s subject to the additional considerations that follow.

Regulatory Incentives — The cost of electrical output from Wind Power
Generation is typically competitive with the cost of the output of thermal
combined cycle gas turbines or coal-fired plants depending on the regional
market in which the Project 1s operating and time of day that the power is
being delivered. Some Projects, however, rely on a regulatory incentive,
subsidy or support. When such support exists, the form of the support; its
predictability; the general level of political support for renewable energy

and the fit with the energy policy and framework are evaluated. . O

Structural Risk — If the form of incentive, subsidy or support imposes ti
lines for Project completion as a condition, the ability to meet the ne
and the potential loss of the incentive, subsidy or support on thgwia

of the Project should be considered.

Technology Risk — Technology risk is defined by reference to tial
for serial defects that can cause lower than projed ty and/or
higher than projected operating expenses. The pfsence nties and

considered O&M projections, as well as the I yment of the
turbine model/similar technology, and a spare parts (OEM

and/or aftermarket) are factors that can balanc

Resource Risk — The volume of ejectri ed by a wind power plant
is impacted by the period to periodfgariabilitydpf the wind resource. The

wind resource forecast ig

reputable and experienced
ement of commercial operations,
expressed as in a probabifiggdistribufbn function. The Project’s ongoing
ability to service debt is typicagg ag@cssed by using both the P75 and the
P90 forecast to calc base cas€ and downside financial ratio scenarios.
(Different base or

side scenarios may be used in certain instances if
ject or the presence of a unique risk exposure
tion scenario.) Projects that have meaningful wind
lata from historical operations may rely on actual
historical Uatfggoints in base and stress cases if the actual operating history
ispdetermined t&®be a better predictor for future performance than the

ori resource assessment.
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(i11) Principles Guiding the Use of the Credit Factor Chart — Special
Considerations Unique to Renewable Projects

A) Credit Factors
Construction: Wind and solar projects are considered to have lower
risk construction processes than conventional power plants due to
the modular nature of the equipment involved and the shorter
timeline required to complete construction and commissioning
activities. Both solar and wind projects are typically commissioned in
stages, allowing the Project to begin earning revenue prior to
Commercial Operation Date (COD), which can help to offset

exposure to construction delays if they arise in the final stages of
commissioning. The level of complexity in the construction activitiesO

for a photovoltaic (PV) solar project is typically considered to &k\

due to minimal moving parts and the modular nature of la
assembly.

Operational & Technology: Assessment: For renewable projdgs, a

engineering firm will typically be completed prigr tQ of a
Project, with appropriate sensitivities for the
particular geography, climate, and details o site and

equipment being used. Wind speeds or sol data gathered

on site for a meaningful period of vance of the start of
construction is preferable. The de ould account for
downside resource scenarios as w the projected resource.
Projects that have meaningful r d operational data from
rel

historical operations ma Y historical data points in

projection scenarios j ating history is determined to

be a better preds e performance than the original

a Project’s risk profile or its historical performance
of a different scenario) to determine which designation
s Most appropriate.
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SECTION 16.

CATASTROPHE-LINKED SECURITIES

a) Definition
For the purposes of this Manual, Catastrophe-Linked Bonds are financial
instruments that:

(A) Are specifically designed to transfer underwriting risk assoctated with
the occurrence of a natural catastrophic event, such as a hurricane, an
earthquake or a flood (a “Catastrophe Event”), from an originating insurer
to the reporting insurance company investor and other security holders;
and

(B) Are structured so that payment of interest or principal to the
reporting insurance company depends on the occurrence of a Catastrophe
Event of a defined magnitude or, that causes an aggregate insurance s in
excess of a stipulated amount, and
(C)  Are structured so that either all or a portion of the principalginv
by the reporting insurance company is at risk.
b) Filing Exemption Status
Catastrophe-Linked Bonds are eligible for the filing exemdi
this Manual, provided that: (1) the transaction has been@ated

(2) the NAIC CRP rating will be continuously e
NAIC CRP’s rating results from application of a metlgfiolo, t incorporates

historical information, as well as stochastic pr dels and computer
simulations; assesses the potential for loss of inte and/or principal from
underwriting risk; and correlates the prob e occurrence of the
Catastrophe Event and the loss associat® wi daglage caused by such event

N severity reflected by the

ie-Linked Bonds
Catastrophe-Linked Bonds that hav&go#been assigned a credit rating by an
NAIC CRP and those that j@ve been asSigned a credit rating by an NAIC CRP
based on the use of a meth

logy other than that specified subject to the Special

Reporting Instruction j
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Credit Assessment Preferred Stock Investments
SECTION 17. SUBSIDIARY, CONTROLLED AND AFFILIATED (SCA) DEBT OR PREFERRED STOCK
INVESTMENTS

a) Filing Instructions

(1) Common Stock
An investment in the form of common stock issued by an insurance or

non-insurance subsidiary, controlled or affiliated (SCA) entity of the
reporting insurance company or an investment in the form of a preferred
stock issued by an insurance subsidiary, controlled or affiliated company of

the reporting insurance company is required to be filed with the NAIC
Financial Regulatory Services Division in the manner and form and
with the documentation provided for in the Appendix to
SSAP No. 97—Investments in Subsidiary. Controlled and Affiliated Fntities.
(i) Bonds *
An investment in the form of a bond issued by an insur o

noninsurance SCA entity of the reporting insurance company is

the SVO. To file an SCA bond investment, the reporting in ce

state of domicile or that no such approval is necess n idi

is an insurance company, the subsidiary’s mogiirece i i

Statement Blank, together with the repor '&‘company’s NAIC

Financial Statement Blank, internal inves& itee memorandum
O

for the investment and loan documentatj T e to the transaction.
(11) Preferred Stock ¢

An investment in the form g < issued by a noninsurance

SCA entity of the reporting ny is filed with the SVO. To

file an SCA preferred sto on-insurer, the reporting insurance
company files an Audited

o

Statement for the issuer of the
preferred stock, a copygof the cofjgbrate resolution authorizing the issuance
of the preferred s , written evidence that the transaction has been

approved by the domicile or that no such approval is necessary,

¢ terms of the preferred stock, as well as the
ent Blank for the reporting insurance company.
Please sd aon on preferred stock in this Part for additional

agalytical procc@gres applicable to that asset class.
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b) Purpose
This section applies to credit assessment' of any SCA investment in the form of a
debt instrument purchased (or otherwise acquired) from an insurance or non-
insurance entity (SCA debt) and preferred stock issued by an insurance or non-
insurance entity (SCA preferred stock). This procedure is used to determine
whether an SCA debt or SCA preferred transaction is eligible for reporting as an
Investment Security pursuant to Part Two, Section 2 a) of this Manual. The

determination of “Investment Security” and credit assessment provided by the
SVO shall not be construed to reflect assessments specific to affiliated
transactions contained in SSAP No. 25— Afjiliates and Other Related Parties. As such,
an SVO-assigned NAIC Designation for affiliated transactions:

o Does not reflect collectability based on independent payment ability of a
parent reporting entity. 4

o Does not reflect whether the transaction was conducted at arm’slengx\
e

o Does not reflect whether the transaction is considered “economic d
SSAP No. 25.

c) Notification Procedure
Prior to applying the procedures required below, the SV@®spall

(A) Confirm that the SCA relationship has been reportdif to C Financial
Regulatory Services (FRS) Division, if requir

(B) If the SCA common preferred stock trapggstio reported (or if not
required to be reported), the SVO shall:

) Inform the state insurg dePQum @ of the reporting insurance
SCA debt or SCA preferred

p=<

company’s state of
stock has been filed

@) Evaluate whether the SC/
circular within meaning of Part One, Section 2 ¢) (ii) of this

or SCA preferred stock transaction is

Manual.

! Consistent with guidance in Part One,

Two, the result of an SVO credit analysis expresses an opinion of the credit quality of a specific
liability in the issuer’s capital structure. The ab 1

ze payment may be affected by factors not related to credit risk, or by the manner in which
the repayment promise has been, designations do not measure other risks or factors that may affect repayment, including
volatility/interest rate, prepaymen iquidity, and for affiliated transactions addressed in this section, whether the transaction is considered

arms-length and econo:
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3 In the case of SCA preferred stock, determine the SCA preferred
stock issuer’s senior unsecured debt designation and obtain the

appropriate designation level for the preferred stock by applying the
methodology specified in Section 1 b) of this Part.

Although an NAIC Designation does not provide assurances regarding arms-
length or economic, if the SVO becomes aware of any information that
indicates further review is warranted, the SVO shall contact the reporting
entity to discuss, with subsequent notification (by the reporting entity or
SVO) to the domiciliary state regulator, as needed. Pursuant to SSAP No. 25,
affiliate transactions that are not arm’s-length and/or economic are subject to
additional accounting and reporting guidelines and each reporting entity is
required to be knowledgeable about its domiciliary state reg*tory
requirements for approval of these transactions.

The following definitions/concepts are from SSAP No. 25:

=  Arm’s-Length: An arm’s-length transaction is defined as a transa n
which willing parties, each being reasonably aware of all ant S
and neither under compulsion to buy, sell, or loag, w, to

participate. P

= Fconomic: An economic transaction is defi 'm’s-length
transaction which results in the transfer of ris d rewards of
ownership and represents a cons at act thereof; e,
“permanence.” The appearance of perman isValso an important
criterion in assessing the economic sybstaggg, of 4 transaction. In order
for a transaction to have econdhig s ncghand thus warrant revenue
(loss) recognition, it must aames N e reversed. An economic

' de B@siness purpose demonstrable in

ch results in the mere inflation of

surplus without any othe able and measurable betterment is

not an economic tragsaction. e statutory accounting shall follow the

substance, not the &firm of the transaction.

d) Procedurg réfit Assessment of Filed SCA Transactions

The proceduregpect @ subsection applies to bonds and preferred stock

giplexity and purpose are like those in transactions
between unaffiliat arties filed with the SVO so that credit risk assessment
method@logies applied®to transactions between unaffiliated parties can be

meaning plied to transactions between affiliated parties.

whose terms,
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A determination that a bond or a preferred stock submitted for an assessment
under this Section is not like a transaction between unaffiliated parties and/or that
analytical methodologies applied to transactions between unaffiliated parties
cannot be meaningfully applied to the filed transaction shall be in the sole
discretion of the SVO.

An insurer apprised of the SVO’s determination may request a conference call
with the SVO to evaluate whether focused disclosure and documentation
pertaining to the terms, structure, complexity and purpose of the transaction may
enable the SVO to develop a credit assessment methodology specific to the
transaction. If the insurer and the SVO agree that a transaction specific credit
assessment approach can be developed, administrative details pertaining to the
conduct of the assessment shall be as negotiated between the SVO and the
insurer. Instead of filing a transaction under this section, an insurer may cho®e to
file an RTAS submission (discussed in Part Four, Section 2 of this M
solicit an opinion and rationale from the SVO whether or not an SCA tra

domiciliary state regulator to consider requesting that the SV
department in the determination of an NAIC Designation fo
under the Regulatory Transactions procedure discussed in
of this Manual.
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SECTION 18. MILITARY HOUSING BONDS OR SECURITIES

a)

Initial Filing Requirements

Military housing bonds or Securities are defined below in Part Four, Section 5(b)

of this Manual. Readers are urged to familiarize themselves with that Section

before filing a security with the SVO. An insurance company requesting an

analysis of a mulitary housing bond or security shall provide the SVO with the

documentation described in this subparagraph.

transaction in the following form:

(1)  Analytical Memorandum
A detailed analytical memorandum containing a complete analysis of the Q

Transaction Summary and Structure Overview

Project Summary \
Debt Issuance

Participants and Issuance Details

Name of Project
o : . L 4
Identification of risk assessment on key issues \

Bonds Outstanding and Sources and Uses at@lose

Scope Plan

Any Modifications including New &d Uses Based on
Modified Scope Plan
Other Deal Provisions @ \

Accounts and Rese
Key Waterfall Pr
Base Overview
Developer Oyview
Basic Alloy

an r Housing (BAH) and DSCR Performance

New and Renovated Military Housing Units
ebt Service Coverage Ratio for last several years

Occupancy and Construction History
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(i1)

(itf)

(iv)

®

At a minimum the memorandum shall include a detailed analysis of the
following key risk factors:

= Stabilized/Permanent Debt Service Coverage
= Stabilized/Permanent Occupancy

= Developer Opinion

= DPolitical (BRAC) Opinion

= [Dxpense Ratio (if applicable)

= Overall Credit Opinion

Certification from Insurer Investment Officer

The insurance company shall also file with the SVO a certification iggsuch
form as the SVO shall determine and provide. The certification form s

require an investment officer of the insurance company to attes &
truth and accuracy of the facts and conclusions reache

memorandum.

Prospectus

A final and current prospectus or offering memor4Qglu, hroject and
bonds or securities. L 2

Audited Financial Statements \
The most recent audited financial statemenfg, f¢ roject o issuer.

b) Subsequent Filing Requirements

Analytical Memorandum
A detailed revised or updated’ a orandum containing a
complete analysis of the g & sing, at a minimum, the
following key risk factors:

= Stabilized/Permané

= Stabilized/Permanent OS§Pancy
=  Developer ion
= PoliticafiBRS 1nion

= QOver redit Opinion

cation from Insurer Investment Officer

December 31,2018
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c) Direction
The SVO is directed to assess investment risks of military housing bonds or
securities, as defined below, using the certification process discussed in
this Section 5 to assign such bonds or securities an NAIC Designation and any
other appropriate analytical values it deems appropriate.

d) Definition
For purposes of paragraph (a) above, military housing bonds are defined as bonds
or securities that:

(A) Are issued to finance the construction of housing for U.S. military
personnel and their civilian families in Projects developed in conjunction
with the U.S. Department of Defense (DOD);

Provide for ongoing construction of new and/or rehabilitation of Wi Iy

housing to be located on and/or off U.S. military bases over a tim
that may exceed 40 years;

as.
T

Involve significant federal government involvement in the Project,
the grant of land and/or housing stock for the constructiofggrojec
payment by the federal government of the rent allowg tary

personnel and their dependents directly into the nge : @

(B) Were issued before December 31, 2009, and \F
O Initially assigned a credit rating b AIC on the basis
of a financial guaranty issued by a I -rated monoline
insurer where the NAIC CRP subs n oraded or withdrew
the rating on the military hgusin

0, security solely as a result
e rating assigned by it to

@) Never insugtl ine or rated by an NAIC CRP but

typical of transactions thas e underwritten by monoline insurers,
as determined e SVO 1n its sole analytical discretion.

e) Status of Other

ilitary Housing Bonds

a® underlying rating) by an NAIC CRP continue to be
sul to the filing exempt rule and process discussed in Part Three of this
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(i) Bonds Newly Issued and Bonds Rated by an NAIC CRP
Military housing bonds or securities that were issued on or after
December 31, 2009, and were rated by an NAIC CRP shall be subject to
the filing exempt rule.

f) Certification Process for Military Housing Bonds

1  Documentation
An insurance company filing a military housing bond or security with the
SVO under this Section 6 shall provide the SVO with a detailed analytical
memorandum, a certification and the other documentation as described
above.

(1) Certification

(A)  Finding 4
Military housing bonds or securities require ex

ongoing evaluation to determine that the cons
process is in compliance with requirements set for!
loan and other documents governing the houst
well as periodic determinations of how
process impacts financial assumpfl
transaction. Most of this risk asses@ienr Wy

effectiveness of the construction ent process,
the consequent availability ofhou the g@eration of rent
from that housing, and the s nc that rent for debt
service, both in the current ime periods. Military

ic
housing bonds or, sec o incorporate complex

1t14
contractual provisionsgshat“govegy the distribution of cash
flows received & ent JRMEnNts to project purposes or to
g (..
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B)

Military housing bonds and securities are structured with
financial guaranty policies issued by monoline insurance
companies and are assigned credit ratings based on the rating
of the financial guarantor. As NAIC CRPs downgraded or
withdrew the credit ratings assigned to monoline insurance
companies, military housing bonds or securities were also
downgraded or became unrated. Often, the stand-alone credit
quality of the bond or its issuer is higher than that of the
financial guarantor. Because credit ratings for rated military
housing bonds or securities no longer accurately reflect the
quality of the bond or security, and because some military
housing bonds or securities are no longer rated, it is necessary
to have an alternative credit assessment procedure to gpsess

risk for statutory risk-based capital and other state igsura
regulatory reporting purposes. \
ong

Apnalytical Memorandum and Certification
An insurance company filing a military housfge b
securities for analysis under this section shall pi\Qgidgythe

SVO with a detailed analytical memo discusses

key risk factors in the project. TH® gen?
a
th

memorandum and the key risk facto usipe addressed
are more fully discussed abovg. T surand® company shall
also provide the SVO with a ¢ G in such form as the

t officer of the filing
the status of the
ccuracy of the facts and

SVO shall require, in which
insurance company, fafili 1

project/investment, atggsts

data and analytj the analytical memorandum

he cCrtification process approved by
the submission of both of these

Obligation
tification Required for Reliance

of a completed certification from an

ay > insurance company investment professional, the

5 !
=
S8l be entitled to rely on the facts and data presented

he analytical memorandum to reach an analytical
determination and to treat the facts, data and analytical
conclusions contained in the analytical memorandum as true
and accurate in all material respects, subject to its own due

diligence obligation as specified below.

sociation of Insurance Commissioners 194 December 31,2018

O



Part Three
Section 18. Military Housing Bonds or Securities Credit Assessment

(2) Independent SVO Analysis

The SVO shall use the documentation provided by the
insurance company to perform an independent analysis of the
transaction and to assign an NAIC Designation and any other
appropriate analytical values to it. In particular, the SVO shall
use third-party information such as the project prospectus,
audited financial statements and other documentation to
verify and confirm key aspects of the financial, legal and
structural aspects of the transaction described in the analytical
memorandum. The SVO shall then proceed to form an
independent opinion of the risks in the project, utilizing
appropriate corporate and other analytical methodologies.

Where the analytical memorandum is deemed to be

(3)  Obligation to Pass on Sufficiency of Analytical Memorandug \
lea

or deficient in any respect, the SVO shall re
insurance company to update it or to provide a
supplement on the issues or concerns identified
The SVO shall assign an NAIC Desiggati e
level of confidence in the analysis. &

x$
2

L 4
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Part Four
Special Regulatory Procedures

Applicable to
Investment Activity of Insurers Section 1. Replication (Synthetic Asset) Transactions (RSATs)
SECTION 1. REPLICATION (SYNTHETIC ASSET) TRANSACTIONS (RSATS)

a) Definitions
The following terms shall have the meaning ascribed in this section. The
definitions of derivative instruments set forth in Part Six, Section 3 ¢) (1) (B) of

this Manual are incorporated by reference.

(i)  Approved RSAT
Any transaction that meets either of the following conditions:
(A)  Safe Harbor — Defined RS ATs
Any transaction structured according to the following defined
transaction types shall be presumed to be an Approved RQAxand

should be submitted to the SVO pursuant to this paragra
Transactions that are structured to contain elements of ri

qualify for an NAIC Designation, are not eligible fo
treatment and must be submitted to th
paragraph (B) below. If the SVO receives a
qualify for an NAIC Designation but woul
Approved RSAT, the SVO will bring the tr:
of the VOS/TF and await instructio

O Bond with Interest Rate Swap
enters into a swap agreement to eyfna ting interest rate for a

fixed interest rate, or vice vé¥sa

@) Bond with Credi Swap — In this RSAT, the
R s to exchange the credit default

insurer enters into a g
» to exchange the return of one Basket

risk of a bond for i
(3) Bond with ToWy
enters into a total return sV

or Index of ds for the return of another Basket or Index of
bonds.
4) oreign Currency Swap — In this RSAT, the

in a currency swap to exchange the right to receive
pri interest in the currency of one country for that of
another. oreign currency swap can be structured on a fixed or

oating rate bond. The swap can involve any currency.
Bond with Equity Option — In this RSAT, the insurer holds
bond and enters into a call option to purchase common stock or a

on an equity index
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©) Convertible Bond with Sale of Equity Option — In this
RSAT, the insurer holds a convertible bond and enters into an
agreement to sell the equity conversion rights connected with the
bond to another party.

7 Bond with Index Amortizing Interest Rate Swap — In this
RSAT, the insurer enters into an agreement to exchange fixed interest
rate payments for floating interest rate payments or vice versa. The
notional amount of the swap, and therefore the size of the interest
rate swap, amortizes by reference to an index, usually also tied to
interest rates.

8) Bond with Interest Rate Swap and Swaption
Agreement — In this RSA'T, the insurer enters into two agreenSe s.
The first agreement is to exchange a fixed interest rate for i

interest rate or vice versa. In the second agreement, the insure
into a swaption agreement by which it allows itself the ofggn
transferring its obligations under the swap agreement.

) Bond with Interest Rate Swap and ate
Cap/Floor — In this RSAT, the insurer enter ahreements.
The first agreement is to exchange a fixed b, 9, floating
interest rate or vice versa. In the second agr: th&Qnsurer limits

its exposure above or below a certaig int&§t rate Wvel by entering
into a cap or floor agreement.

(B)  Transactions Subject to RSAT ApproygyKen
Transactions that are nof®s ording to one of the
% ubmitted to the SVO for a

0t transaction is an Approved
be made through a review of the
cribe the characteristics of the

onstration of how the cash flows serve to produce the

3)

nthetic asset.
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The documentation should demonstrate that the combined cash
flows will achieve the economic performance sought to be produced
by the insurer and, therefore, qualify the transaction as an Approved
RSAT. If the SVO receives a transaction that does not qualify for an
NAIC Designation but would otherwise qualify as an Approved
RSAT, the SVO will bring the transaction to the attention of the
VOS/TFE and await instructions on how to proceed with it.

(i) DBasket
means composite of specific financial instruments that are determined by

agreement between two parties to be used as a statistical benchmark.

(i) Cash Component L 4
means the instrument, or portfolio of instruments, owned by the ifjsu
company that is identified by the insurer as the cash instrument co nt
of the RSAT. In an RSAT, the credit quality of the Cash Co%

differ from the credit quality of the reference securities.

(iv) Change in Credit Profile
means an RSAT where the credit risk, as deﬁnej§u J % t One of

this Manual and denoted by NAIC Designation 18
the Cash Component is different from the cre x tie replicated
(synthetic) asset. Examples of transactio onstittite a change in
credit profile may include:
(A) A Bond with Credit De isk SWap where the risk of
loss of principal results frof th i) of default by an obligor
different from the Cash p t or. This RSAT can also be
structured to use the gor 1 the Cash Component and the

replicated (synthett ere the replicated (synthetic) asset

is in a different positi® apital structure of the obligor. For
example, the swap may .
status to one of ¥ subordinated debt holder.

(B) A BondWith Total Return Swap where the obligors in the

Cash Cog podfolio are different from those in the derivative

in a change from senior creditor’s

ent.

ctiedit profile ini

A Bond with Interest Rate Swap.
A Bond with Foreign Currency Swap.
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(v) Lffective RSAT
means a reported transaction that meets the following conditions:

(A)  The transaction is determined to be an Approved RSAT; and
B) The replicated (synthetic) asset is an otherwise permissible
investment; and

©) At the time the RSAT 1s entered into, the insurer’s investment
in the cash and derivative components have a market value that is not

materially different from the market value ascribed to the RSAT; and
(D)  The insurer’s maximum potential loss in the Replicated
(Synthetic) Asset does not exceed the sum of the book/adjusted O

carrying value of the Cash Component, and the der@tive

component; and
(E)  The RSAT consists of a fixed income Cash Compone d
t

derivative component and the term of the derivative compo

not exceed the term to maturity of the Cash Component; and
) At no time is there exposure to a derivativ
without a corresponding Cash Component assigne i the
Replicated (Synthetic) Asset.

(vi) Identical RSAT
means an RSAT entered into by multiple, get 1 sepaite and distinct,
insurance companies of the same insura co y group through
separate derivative contracts, but utiliziggy the type of derivative
transaction, Cash Component, gunt%nsacﬁon effective date,
1n

scheduled termination date and assigged USIP Identifier.
(vi)) Index \

means a composite ofKtinancial truments whose composition is

determined by application 8 , pre-defined rules to be used as a

statistical benchmark. Financia ments may be added to or deleted

from the index unive

Reference Security

(vi)

and that mstrument by which a credit event is determined or
triggered.
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() RSAT
stands for Replication (Synthetic Asset) Transaction and means a derivative
transaction entered into in conjunction with other investments in order to
reproduce the investment characteristics of otherwise permissible
investments. Notwithstanding the rule set forth in Part Two of this Manual

pertaining to short-term investments, the term RSAT includes long-term
transactions (i.e., those with a when-issued maturity of a year or more) and

short-term transactions (i.e., those with a when-issued maturity of a year or
less). Although transactions structured with a futures or forward equity
contract may not exactly reproduce a specific asset, these transactions are :

permitted to the extent such RSATs are permissible investments according

to the insurer’s state of domicile. A derivative transaction entered ir¥o by

an insurer as a hedging or income generation transaction sha

considered to be a replication (synthetic asset) transaction. The er
hon

shall be responsible for determining that a derivative trans

considered to be either a hedging, income generation
(synthetic asset) transaction prior to filing the transactio
For a definition of hedging and income generatio
Deripatives.

(x) RSAT Form
refers to the Replication (Synthetic Asset)
the RSATSs discussed and defined in this Sec

(xi) RSAT-CCA Form
refers to the Replication (Synth&c rgilsaction — Credit Change
2 s @ffere the RSAT results in a

e @sh Component.

Form used to report

Annex Form used to repor

thetic Asset) Transaction Form used to report
ussed and defined in this Section 1.

(xtv) RSAT Iné
rgfers to the
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b) Instruction to Report Replication (Synthetic Asset)
Transactions
@)  Instruction
Insurance companies shall report all RSAT transactions, including RSAT
transactions of duration less than 365 days, to the SVO and the SVO shall
apply the instructions contained in this Section 1 to all reported RSAT's
including Baskets and Indices.

(i)  Special Instruction Regarding Identical RSA'T's

Only one insurance company that is a member of an insurance company
group that has engaged in an Identical RSAT is required to file the RSAT
with the SVO. All of the rules and procedures specified in_this Secjgon 1

shall be applicable to that filing.
Notwithstanding this special instruction, all of the members e

insurance company group that have entered into an Identical R sh
nevertheless fully report their holdings as required by the I1C A 1
Statement Instructions for Schedule DB, Part C.

Any state insurance regulator who questions Wl‘th @

into by members of an insurance company group afgets e di

an Identical RSAT may require the members of Nt file relevant

information with the SVO so that may wverify whether

transactions claimed to be identical are iden®@S&@wit e meaning of the
co

%

entered
inition of

es have otherwise

definition and/or whether the insur;
appropriately reported the RSAT"msa i

The SVO shall have authorig may indiilffes of insurance companies
1eS\, filcQelevant information with 1t so it

(iif)

counterpgrty 1 ated with any derivative component of the RSAT.
The cre Jarticular counterparty is captured in the risk-based
capital clfa the counterparty reported in Schedule DB, Part D,
Section 1.
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c) Initial Reporting of Replication (Synthetic Asset) Transactions

(i)  Informational Requirements — General
Each reporting insurance company is required to file the information listed

under subsection (¢) (1) below for every RSAT filing. Additionally, for
those RSATs exhibiting a Change in Credit Profile, the reporting insurance

company shall be required to file the information listed under
subparagraph (B) below.

(A)  General Filing Instructions
1) RSAT Form

@) If any Cash Component is required to be filed with the SVO
and 1s not on the VOS Process with a current year Designatiofy the

reporting insurance company is required to follow the 0,
conventions and file the required documents identified in P W

0
or Part Three of this Manual.

3 The reporting insurance company is required, to e
prospectus, offering circular, detailed term sheet, trade c ‘magion,
swap agreement, call option agreement, foreig rerapagreement

% nsaction,

or other agreement or document, as approfyriatc

corresponding to ecach derivative comp 0 reported
Approved RSAT.

4 If the derivative component oved RSAT relies on
a counterparty that is not on the List o terparties Designated

by the SVO (refer to Part Six
description of analytical pro&dur

of this Manual for a

(B)  _Additional Instructions
1) RSAT-CCA
2 If the transa;
Reference Securities that

that involves securities, including
¢ an NAIC Designation, the reporting
insurance com is required to follow the reporting conventions
and file the re§Qred documents for such securities as set forth in

Part Two of this Manual.
d) P & ied to Initial Reports of Replication (Synthetic
Asset) Tr
) ective RSA

set forth in subsections (A), (D), (B) and (F) of
1 a) (v) of this Part above. The reporting insurance company shall
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have responsibility for ensuring that the standards of effectiveness set forth
in subsections (B) and (C) of Section 1 a) (v) of this Part have been met.

(i)  Credit Assessment
The SVO shall apply the procedures listed under subsection (A) below for
every filing. Additionally, for those RSATs exhibiting a Change in Credit
Profile, the SVO shall apply the procedures set forth in subsection (B)

below.

(A)  General Procedures
) If the Cash Component is of a type that is required to be filed

with the SVO and is not on the VOS Process with a current year
designation, the SVO shall apply the procedures set foflh in

Part Three of this Manual.
@) If any counterparty involved in the RSAT is not ¢ tly
listed on the SVO’s List of Counterparties Designated by S
the SVO shall apply the procedures set forth in Part SixgSectio £

3 The SVO shall review the documents
derivative component of the reported Appr@ved

the relationships and identities of the partie e A% ent(s) are
as reported on the RSAT Form.

4 If the SVO determines thatSifte entation provided
comports with the reported RSAT, then yst shall assign the

NAIC Designation of the Cﬁh Cgfhpo, tO the RSAT.

(B)  _Additional Procedures for RSATy a in Credit Profile
) If the transag
Securities, which
designation, the SVO
the Reference Securities tOW

[ve@securities, including Reference
OS Process with a current year
that Designation associated with
AT.

@) If the @dnsaction involves securities, including Reference
Securities, that not on the VOS Process with a current year
shall apply the procedures set forth in

Manual to the securities. Upon determination of an
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e) Subsequent Reporting of Replication (Synthetic Asset)
Transactions

(i) Informational Requirements — General
Hach reporting insurance company is required to file the information listed

under subsection (1) below for every RSAT filing. Additionally, for those
RSATs exhibiting a Change in Credit Profile, the reporting insurance
company shall be required to file the information listed under

subsection (B) below.

(A)  General Filing Instructions
@) For the Cash Component, file the documentation required by
Part Two or Part Three of this Manual. 'S
@) There are no additional subsequent reporting requir

there are no changes in any of the components of the RS
sale, termination or modification of the component pie

be effective pursuant to Section 1 a
immediately terminate the replication (synth transaction.

(B)  Additional Instructions for RSATs with a dit Profile
File the documentation required by Part hree of this Manual.
for securities, including Referen 1t the VOS Process. If a

security is no longer listed on the

f) Procedures AppK
(Synthetic Asset) Transacti®

(i)  Credit Assessment
The SVO shall app e procedures listed under subsection (i) below for
every filing. Addition for those RSATs exhibiting a Change in Credit
Profile, the S apply the procedures set forth in subsection (B)

below.

(A)  Gentr cedire
1) SVO shall monitor the NAIC Designation assigned to
e Cash Component.
The SVO shall monitor the NAIC Designation assigned to
e counterparties to the derivative component of the RSAT.
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The reporting insurance company must report a change in the
documentation relating to any derivative component to the SVO.
The SVO shall assess the significance of such change.

(B)  Additional Procedures for RSATs with a Change in Credit Profile
The SVO shall monitor the NAIC Designation assigned to any
security, including Reference Securities, involved in the RSAT.

g) Additional Procedures for RSATs Using Baskets
(i)  Initial Reporting

(A)  Informational Requirements
Reporting insurance companies are required to file the informgation

listed below for each replication they enter into using a Basket. \

@) RSAT Basket Form
©) If any of the component instruments in a Basket a

the VOS Process With a current year Designation,

and file the required documents set forth in
of this Manual. for each of those instrument@®
3 If the derivative component of
counterparty that is not on the List of C

erpartigy Designated by

(i)

(A)  Effectiveness Testing
The SVO shall verify
of effectiveness set

AT meets those standards
sc&¥ons (A), (D), (E) and (F) of
. The reporting insurance company

shall have responsibil ensumng that the standards of

of this Part ab have been met.

set fortigen Part Three Section 1 a) of this Manual.

( onnterparty
y, counterparty named in the RSAT is not currently listed on the

List of Counterparties Designated by the SVO, the SVO shall
ply the procedures set forth in Part Six, Section 2 of this Manual.
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h) Subsequent Reporting

(i)  Informational Requirements
Reporting insurance companies are required to file the information listed

below for each replication they enter into using a Basket on an annual
basts.

(A)  If there are additions or deletions to the component
instruments in a Basket, the SVO should be notified within 30 days.
If any new component instrument in a basket is not on the VOS
Process, the reporting insurance company is required to follow the

reporting conventions and file the required documents set forth in
Part Two or Part Three of this Manual. for ecach of @hose

instruments.
B) If any of the existing or new component instrumengigin a
£y
W

Basket are on the VOS Process, but do not have a ¢
Designation, the reporting insurance company is requiged to
the reporting conventions and file the required docume
in Part Two or Part Three of this Man fi

instruments. O

(i)  Procedures Applied to Subsequent Reports of Bagh€ts

(A)  The SVO shall monitor th esigiiation of those

Basket components with NAIC Desit% ant.

(B)  The SVO shall monitor t Al ignation assigned to
the counterparty to the deriggtive @t of the RSAT.
i) Additional Procedur N g Indices

(i)  Initial Reporting
(A)  Informational Requireme

Reporting insurance com s are required to file an RSAT Fixed
Income Index BOorm with the SVO for each replication they enter
into using an ey or fixed income Index. An insurance company
may only, 0« RSAT using a fixed income Index if the Index
is (lsted 5 VO’s RSAT Index List Equity Indices are not
req the SVO’s RSAT Index List as no credit quality
evaluatioifes performed on equity investments.
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®

®

(B)  Procedures Applied to Initial Reports of Indices
(1)  Effectiveness Testing
The SVO shall verify that the reported RSAT meets those standards
of effectiveness set forth in subsections (A), (D), (F), and (F) of
Section 1 a) (v) of this Part above. The reporting insurance company

shall have responsibility for ensuring that the standards of
effectiveness set forth in subsections (B) and (C) of Section 1 a) (v)
above have been met.

(2) Counterparty

If any counterparty named in the RSAT Form is not currently listed
on the SVO’s List of Counterparties Designated by the svily
SVO shall apply the procedures set forth in P

art Six, Section
Manual.
(3) Verification

The SVO will verify that any fixed income Index named &
Form is on the SVO’s current RSAT Index Li:

i) Subsequent Reporting L 4
Informational Requirements \‘
(A)  Reporting insurance companjgs ar t required to file any
annual information with the SVO for T's an Index as long
as the Index, if it 1s a fixed inco nde ains on the SVO’s
RSAT Index List. If a Fixe‘lnc . is removed from the list,
any RSAT utilizing such Ifgex willflo longer qualify as an
Approved RSAT.
B) The SVO he NWAIC Designation assigned to
the counterparty to t component of the RSAT.
k) Procedures for Compilatidif of the RSAT Index List
Compilation of List

The staff is in
indices ghat standards identified in subsection (i) below
(RSAT Mle RSAT Index List may be used by reporting
insurance” ¢ anics when filing fixed income Index RSATSs with the
SKO, If the S determines that an Index does not meet the eligibility
re ents set forth below, the Index will not be included on the list.
ica f an Index on the RSAT Index List does not imply an opinion

@ yuality of such Index or of the Index vendor.

compile and maintain a list of fixed income
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(i1)

(itf)

Eligibility Requirements
A fixed income Index may be eligible for listing on the RSAT Index List if

the Index meets the following requirements:

A

B)

@

D)

Initial Reporting

Rule-Based
The Index is composed and valued based on the application of
objective, pre-defined criteria.

Additions to or deletions from the list must be made based on the
application of such criteria.

Information Available
Rating information about the components is, or can be g\ade

available, to the SVO.
Components Rated \

All, or substantially all, of the Index components are rate

NAIC Designation, the reporting insuran§g c8 ay either
(1) file the component with the SVO to ob§ ation or
(2) assign an NAIC 5GI Designation to instrument, as

long as it is current on principal i st or an NAIC 6*
Designation if it is not or if the not determinable.
Instruments assigned an NAIC estgnation or NAIC 6%
Designation, on a combinedibasis} eplrsent no more than 5% of

the Index’s total value.

Independent
The Index is predo bosed of instruments whose 1ssuers
are unaffiliated with the ‘ndor.

In order to apply for¥sting of a fixed income Index on the RSAT Index

List, a reporti company should submit the following to the
SVO:

A) of all Index components.

B) ratings of all NAIC CRP-rated Index components from

all NAIC CRPs that have rated the component.
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©) The actual NAIC Designation for each Index component
with an NAIC Designation or an equivalent NAIC Designation for
each component rated by an NAIC CRP using the conversion
instructions set forth in Part Three if rated and monitored by one
NAIC CRP, the equivalent NAIC Designation; if rated and
monitored by two NAIC CRPs, then the lowest rating and if rated
and monitored by three or more NAIC CRPs, then the second lowest
rating. In the case of a security rated and monitored by three or more
NAIC CRPs, the NAIC CRP ratings for a security are ordered
according to their NAIC Designation equivalents and the rating that
1s second lowest will be selected, even if that rating is equal to that of|
the first lowest.

(D) A demonstration and certification by the insurance ¢

as evidenced by an executed certificate by an officer of the in

of this Part have been met.

(iv) Subsequent Reporting
The reporting insurance company shall annually@pub

items listed in Section 1 k) (ii1) of this Part for ea
desires to maintain on the RSAT Index List. gfhy Ind, on the RSAT

Index List for which the required docum ari t submitted, or any
Index that no longer meets the eligibility Sguireifients set forth in
Section 1 k) (i) of this Part, shall be del t AT Index List.

(v)  Dublication o
The SVO shall publish the cNQist quarterly in Section 1 1) of this
Dart.

1) RSAT Index List

Index Name

Markit CDX NA IG Index
Markit CDX NA HY Index
Markit CDX EM Index

Markit CMBX Index
Markit 1Traxx #irope
Markit MCDX X
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SECTION 2. THE RTAS — EMERGING INVESTMENT VEHICLE

a) Emerging Investment Vehicle
(i)  Finding
The VOS/TF finds that the pace of financial innovation and extent of
financial engineering requires close cooperation between regulated
insurance companies, investment banks and other financial market
participants and the regulators who must assess the solvency implications
of financial innovation and engineering. This subsection establishes the
mechanism for an insurance company or another market participant

(Applicant) to apply to the SVO for the purpose of determining the
probable regulatory treatment to be accorded to an Emerging Inves@nent

Vehicle (EIV) before it is sold to an insurance company, or for aj
security. K
(i)  Definition of “Probable Regulatory Treatment”
t

For purposes of this subsection, “probable regulatory treat

m! S

the professional opinion of the SVO as to the credit g
and/or asset classification for statutory reportin:
valuation that would be accorded to the EIV uni
purchased by an insurance company and reported

is
Probable regulatory treatment includes a s e the SVO that in its
opinion: (1) the existing regulatory frame eady captures the risks
h

m of credit ratings,

posed by the security either through ¢

valuation policy or classificatidp m 0 (2) that the existing

regulatory framework does not ca % posed by the security and
i \Y

F to develop an appropriate
ument; or (3) that the SVO lacks an

(itf)

Ously reviewed by the VOS/TF or the SVO for a
dgtermination e probable regulatory treatment to be accorded to the

EIV may be “newly offered” in the sense that the security or
uct has not previously been known (and hence none of its
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(tv)

\Y)

(vi)

has evolved to incorporate substantially different features or to contain
significant innovation such that it should be considered as never having
been reviewed by the VOS/TF or the SVO.

Who May Request an Analysis Under This Section
An EIV may be filed: by an insurance company or by another market

participant (without the requirement of insurance company sponsorship);
or by a state insurance regulator for any security owned by an insurance
company under the authority and for purposes discussed in this
Section 2 a), subject only to the conditions imposed in this subsection and
in other referenced sections.

The SVO is not authorized to require anyone to file a transactiond@s

an
EIV. However, nothing in this subsection limits the obligatiofpo \
or

authority of the SVO to report to the VOS/TF any transaction, wh
not filed with the SVO, that presents issues or contains fea
require guidance from the VOS/TE, either pursuant tgy Part ¢

Section 2 f) of this Manual or otherwise.

Submission Procedure

To request an analysis of probable regulatory tg e EIV, the

Applicant submits an original completed Ap a\\, Regulatory
srector, 5VO (Director)

n S@gplication shall be

Treatment Analysis Service (Application) e
or the Director’s designated representati
accompanied by written and substantiall umentation showing
arity as the SVO requires
the prospectus or private
if it is unavailable at the time
evet, it may be required before a

be made by the SVO.

all material terms with the same secifi
to complete a purchased transactio

D is not authorized to assist the Applicant to
o attain specific regulatory objectives. The SVO
on to determine that the terms of a security or
as reflected in the documentation submitted with the
ation indicate that the security or financial product is not
substafgially finalized.
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(vii)

(vi)

Discretion

The Director shall have full discretion to reject an Application if, in the
Director’s sole discretion, acceptance of the Application would not meet
the objectives of the NAIC FHinancial Regulation Standards and
Accreditation Program. The Director will communicate any such rejection
to the Applicant and will return the Application fee and may communicate
such rejection to the VOS/TT for informational purposes.

Communication of Determination

At the conclusion of the processing of the EIV, the SVO will provide a
letter to the EIV Applicant setting forth its conclusions with respect to the
issue(s) raised by the EIV. VS

If the SVO concludes that this Manual does not provide

the EIV, or that in its opinion the NAIC Financial Re
and Accreditation Program does not clearly specify standards

Manual.

Information provided as part of the RT'AS — Em
Application shall be treated as confidential
communicate the content of the letter to
also communicates that the purpose of aly ected in the letter is
regulatory. The Applicant may abo prilvi ies of the SVO letter to
anyone provided a complete copy offhe er must be given.

If, after the SVO has co ecision to the Applicant, an
\Whnd reports it to the SVO, either on
@ln insurance regulator, the SVO may

insurance company purc
its own initiative or at the di
be required to enter its dete ation into NAIC systems, including
systems accessible tQ{he market participants for regulatory purposes. This

shall not be consitgd a breach of the agreement to hold our

determination g

y G 1
expegiation is that Applicants who advise insurance

full disclosure of the SVO determination to any
urance compupy that requests such information, even if the conclusion

The re

compani

is rary to the Applicant’s initial expectations.
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(ix) Standing of EIV Application in the NAIC Financial Condition Framework
The activity authorized by this subsection is intended solely to facilitate the

business and regulatory objectives of the NAIC and the financial solvency
function of the VOS/TFE. The SVO’s acceptance of an Application does
not convey any regulatory status or recognition to the EIV.

A preliminary NAIC Designation assigned under the procedure specified in
this subsection is only valid for the day issued as such designation reflects

the preliminary draft of documents and other information that have been
presented to the SVO.
A preliminary NAIC Designation will not be published in the Database or
the AVS+ Products and, therefore, cannot be used to report the Qredit
quality of the security to the NAIC or any state insurance depctme
Only NAIC Designations published in the AVS+ Products may b&

t

report an investment to an NAIC member’s state insurance depar

If an insurance company subsequently purchases the

purchasing company must file an Initial Report or, if th ing
exempt, report the security in accordance with that (il % il'he SVO
shall apply its usual procedure for initially re ; cs before

[Sesignation in

Cl
assigning an NAIC Designation and publishing s C
the AVS+ Products.

L 4

NS
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Part Six
SVO Verification Activities in

Support of Certain Regulatory
Processes Section 1. List of Qualified U.S. Financial Institutions
SECTION 1. Li1ST OF QUALIFIED U.S. FINANCIAL INSTITUTIONS

a) Regulatory Purpose and Objectives
The List of Qualified U.S. Financial Institutions established in this Part Six
implements Section 3 C. (1) and Section 4 A. of the NAIC Credit for Reinsurance
Model Law (#785) (Model Law).

Section 3 C. (1) of the Model Law permits an asset or a reduction from liability
for reinsurance ceded by a domestic insurer to an assuming insurer. The asset or
reduction may be in an amount held by or on behalf of the ceding insurer,
including security in the form of a LOC issued or confirmed by a qualified

U.S. financial institution. Section 4 A. of the Model Law defines the term
“qualified U.S. financial institution,” which is hereby incorporated by refered®.

The List of Qualified U.S. Financial Institutions is a compilation of the n so\
t
Nts

banks and non-depository lenders (financial institutions) that have applj
NAIC to be identified as issuers of LOCs in support of reinsurance arran,
under the Model Law or state law provisions based on the Model La

The placement of the name of a financial institution o
U.S. Financial Institutions indicates that the SVO has Wrified ¢Japplicant
meets the financial and other eligibility standards specifie i

financial institution has agreed to provide the SVEY with"Qgy information

necessary to permit the SVO to evaluate w s financial institution

continued to meet the eligibility standards specified 1n Es P

The List of Qualified U.S. Financial Institutiofs 1 ained for the use of state
insurance regulators administering credit réinsurgdie provisions in state law

based on the Model Law and may 2 msurance companies to identify

financial institutions willing to \rance arrangements as identified in
Section 3 C. (1) and Section 4 A."€§he Modg) Law.

The List of Qualified U.S. Financial
not intended to be used for @Ay other purpose or by any other person or entities.
The placement of the name financial institution on the List of Qualified U.S.
opinion as to any aspect of the financial

alpropriateness of doing business with the financial
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c) List of Nationally Recognized Statistical Rating Organizations

(i) Lstablish a Tist of Nationally Recognized Statistical Rating

Organizations
The SVO shall establish a List of Nationally Recognized Statistical Rating

Organizations (NRSROs), as specified in this Section, to be used to
administer the List of Qualified U.S. Financial Institutions. The SVO shall
place on the List of NRSROs any credit rating organization that:

A) Is registered with the U.S. Securities and Exchange Commission (SEC)
as an NRSRO, as that term is defined in the applicable federal statute.

B) Has criteria and methodology for assigning credit ratings to banks and
non-depository lenders—sometimes hereafter referred to as no k
financial institutions (NBFIs)—that the SVO has confirmed is cégsi K
with the needs of the NAIC for purposes of the Model Law and w a

minimum:

e Utlizes an analytical framework that assesses the increm
banks and NBFIs (i.e., non-depository lender
and incorporates as criteria in its bank an
nature and robustness of regulation, access
contingent liquidity and the stability of fundifle.

olQhe bank’s or NBEFT’s

and/or long-term debt

e Results in the expression of an op
likelthood of default on an LOC obliga
obligation.

e Results in the assignment st cregit rating, defined to mean
that the NRSRO considagant N t the assigned credit rating
would be downgraddh pne Gear under the moderate stress

scenario specified i

hg criteria.

(i) Procedure
(A) The SVO may plffe an NRSRO on the List of NRSROs either on its
own initiative or upotighe application of the NRSRO, after confirming that

in its sole discretion the NRSRO’s criteria and

e minimum standards specified above and is

ical matter and in its sole discretion, it determines that changes in the

criteria and/or methodology no longer meet specified minimum
are otherwise no longer consistent with the needs of the
or purposes of the Model Law.
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(B) The SVO shall place on the List of NRSROs the name of the NRSRO,
the titles and dates of publication of the criteria, and methodology for
banks and NBFIs that the SVO has determined will provide the NAIC a
credit rating suitable for the administration of aspects of credit risk
pertaining to reinsurance arrangements under the Model Law.

(1) Policy and Iegal Disclosure Pertaining to the List of NRSROs
The NAIC uses publicly available credit ratings, when available, as one

component of the services it provides to state insurance regulators
concerned with financial solvency monitoring of insurance company
investments. In adopting or in implementing the procedure described in
this part, the NAIC acts solely as a private consumer of publicly av%able

2\

credit ratings. The sole NAIC objective in obtaining and using

available credit ratings is to conserve limited regulatory resour
example, the resources of the SVO. The Valuation of Securities
Force has established the procedure specified in this section s
ensure that the NAIC can avail itself of publicly available i
opinions for the purposes identified in this part.

The NAIC is not selecting, approving or certdin or other

rating organizations or distinguishing among the

pelic or policy
purpose whatsoever. Nor is the NAIC end
analytical product of any NRSRO or distin: i tween NRSROs for
any specific public purpose. The NAIC disclai uthority to regulate
NRSROs.

A representative of a fi titution may apply to have the name
of the financigl instituti@ added to the List of Qualified
U.S. Financial

Describe whether it is a bank or non-depository lender, as well as

tify its federal and state regulators and corporate affiliations.
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(i1)

= Represent that it meets the definition of a qualified U.S. financial
institution as specified in the Model Law (as printed in the
Application).

= Describe its experience in the issuance of letters of credit.

= Provide evidence of a credit rating grade, assigned by an NRSRO
on the List of NRSROs developed using the criteria and
methodology specified in the List of NRSROs.

® Provide initially and agree to provide on a periodic basis the
financial information identified in the application as the financial
institution’s profile and metrics to enable the SVO to monitor the
financial institution’s credit rating and financial profile. (The best
method of data collection and the most appropriate data sotrges
to be used for this information are still being determt an
thus may change based wupon availability and

modifications.)
Procedure

(A)  Initial Application

®)

©

¥

An application is submitted to the SVO. e s of the
application process and of required inf (\ not been
finalized). Upon receipt, the SVO shall, r&@Qgw theSipplication and
supporting documentation and co nic in a writing its

determination whether the appliggiion een approved and

whether the name of the figanci
List of Qualified U.S. Financialf§astt

ion will be placed on the

Annual Updates
On an annual bast e SVO Wall contact all financial institutions
whose names shall the the List of Qualified U.S. Financial
Institutions by mail, requé@fe cach financial institution to indicate
sts to be maintained on the List of Qualified
stutions by submitting the annual update portion of

ual update application documents and/or the renewal

ce shall be interpreted as a request that the name of the financial
ion be removed from the List of Qualified U.S. Financial
stitutions. The SVO shall accordingly remove the name of the
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financial institution from the List of Qualified U.S. Financial
Institutions without further communication or notice.

e) Eligibility Standards to Be Placed on the List of Qualified
U.S. Financial Institutions

The SVO shall place on the List of Qualified U.S. Financial
Institutions the name of any financial institution that is:

(A) A domestic financial institution authorized to issue or confirm
LOC:s that have been assigned a credit rating from an NRSRO on the
List of NRSROs generated pursuant to the criteria and methodology

specified on the List of NRSROs for that NRSRO of “Baa/BBB” or

better for its LOC or long-term debt obligation. . 2

(B) A U.S. branch or agency of a foreign financial institution: \
(1) Authorized to issue LOCs for reinsurance.

(2) That 1s a part of a foreign institution that (a) attain’
credit rating from an NRSRO on the List of NRSROs

pursuant to the criteria and methodolois @
NRSROs for that NRSRO of “Baa/BBB g0r Dter 4
“Aa/AA” for long-term debt

debt by an NAIC credit guin OVi

f) SVO Monitoring of Moveientsgigl the Credit Quality of
Financial Institution on is f Qualified U.S. Financial

Institutions

a
ted
e List of
its LOC

or long-term debt obligation.

(3) Domiciled in a country wi

(1) SVO Monitoring

The SVO shall monitor the c uality of financial institutions on the

debt obligation credit rating, including whether
$Jthe rating to be stable or has indicated that the
financial
atch.

- The objective of the independent analysis is to monitor the
Wl for and actual deterioration of the credit quality of a financial
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institution on the List of Qualified U.S. Financial Institutions in order to
provide notice to the regulatory community and insurers including to
determine whether the entity should be added to the SVO Watch List so
the regulatory community and insurers may consider the implications of
the noted credit deterioration for reinsurance arrangements with the
financial institution, if any.

(i1) Outline of Methodology
On a quarterly (or semiannual) basis, the SVO shall:

Calculate the following financial ratios or items for each financial

institution on the SVO Watch List or for those financial institutions on the
List of Qualified U.S. Financial Institutions: 4

= Net interest income to total income \
= Net Interest Margin
= [Efficiency Ratio

= Charge-Offs / Allowance for Losses
= Tier 1 Capital Ratio

= Total Capital Ratio @

= Financial Leverage Ratio \
The SVO will compare the results obtaine etrics discussed above
to the ranges published by nationally ni statistical rating
organizations (NRSROs) for the minim Al it rating requirement
(Baa3/BBB-) as they pertain to: l‘al a equity capital; annualized
cash from operations; debt to capi n DA to interest coverage.

e likelihood that the financial
minimum credit rating.

This information will be u
mstitution will drop belo

NOTE: The financial metrics
ratings are published gy NRSRO
by the NRSROs t ate changes in market conditions to the financial
profiles associatedad

af0s and data points) for specific credit
and may be adjusted from year to year

ir credit ratings.

eterioration

bout the credit quality of financial institutions on the List of
lified U.S. Financial Institutions as described below.

) If a financial institution is rated by an NRSRO at “A-/A3” or
tter and the SVO determines that a financial institution no longer
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meets one or more of the financial metrics specified above, the SVO
will monitor the institution to assess the likelthood of the NRSRO to
take a potential negative rating action against the institution.

B) If the SVO determines that a financial institution on the List
of Qualified U.S. Financial Institutions rated “BBB+/Baal” or below
but not lower than “BBB-/Baa3” by an NRSRO no longer meets one
or more of the financial metrics specified above or that it has been

placed on Negative Outlook or Negative Watch by an NRSRO, the Q

SVO shall perform a more detailed review of the financial condition

of the institution.

If the SVO determines that the noted credit deterioration sugg
that the financial institution may soon no longer meet the ire
minimum, the SVO will place the name of the financial instigatio

its Watch List. If the name of the financial institution is place th

SVO Watch List, the financial institution will not be allo
participation on the financial institution list for

to r

© If a financial institution on e
U.S. Financial Institutions is downgraded b Baa3” by an
NRSRO, the SVO shall remove the gam the fiffncial institution
from the List of Qualified U.S. Financ sttegRns.

is'acleted from the List of
its NRSRO credit rating
g may renew participation

(D) A financial institution wh
Qualified U.S. Financial Ins@utio
dropped below the ming

on the financial instig e financial institution’s credit

rating is restored to | or higher with a stable outlook.

0
eview individual LOCs, trust agreements or
S®The placement of the name of a financial
instituti £ Qualified U.S. Financial Institutions does NOT
imply  th; TLaw requirements pertaining to LOCs, trust
agreements orgginsurance arrangements have been met.
1) In ation

tion about LOC requirements, see Section 10 A. (3) and
12 of the NAIC Credit for Reinsurance Model Regulation (#786).
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h) List of Qualified U.S. Financial Institutions

EXPLANATORY NOTE: State insurance regulators and insurance companies may
use this list for the purposes discussed above.

A specific financial institution must apply to be listed only once. This means that an
insurance company may do business with: (i) a listed domestic parent bank entity, and any of
its unlisted domestic branches; (ii) a listed domestic branch of a domestic parent bank entity,
the unlisted domestic parent bank entity and any other unlisted domestic branches of the
same domestic parent bank entity; and (ii1) a listed U.S. branch of a foreign bank entity and
any other unlisted U.S. branches of the same foreign parent bank entity and to the equivalent
relationships when a financial institution other than a bank is an Applicant.*
Notwithstanding the above, any entity related to a domestic listed entity (ie., parent or

branch) may apply to be listed independently. Any domestic parent bank entity, its domestic

branches and U.S. branches of a foreign parent bank entity with no related entity on the list
that wants to be listed must apply to the SVO.

This list is updated monthly. For the latest version, please visit the Securities Valuati

Office web page: pww.naic.org/ svo.him.

subsidiaries, that want to be listed, must apply individually.

INSTITUTION NAME BRANCH NAME
American Business Bank Los Angeles, CA
Associated Bank, N.A. Green Bay, WI USA
Australia and New Zealand Banking Group | New York, NY Australia
Limited
Banco Bilbao Vizcaya Argentaria S A New York, NY Spain
Banco Santander S.A. New York, 93006QMFDDM | Spain
Bank of America, N.A. Charlott 26009593 USA
Bank of Hawaii 121301028 USA
Bank of Montreal 71000288 Canada
Bank of the West 121100782 USA
Barclays Bank PLC 26002574 United
Kingdom
Bayerische Landesbank 26003337 Germany
BMO Harris Bank N.A. 71904627 Canada
BNP Paribas New York, NY 26007689 France
BOKF, NA Tulsa, OK 103900036 USA
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INSTITUTION NAME BRANCH NAME ABA/LEIL SOVEREIGN
Branch Banking & Trust Co. Charlotte, NC 53101121 USA
Canadian Imperial Bank of Commerce New York, NY 26002558 Canada
Capital One N A New York, NY 65000090 USA
CIBC Bank USA Chicago, 1L FDXQ75GPEQKR | USA
PWABYNG3
Citibank, N.A. New York, NY 21000089 USA
Citizens Bank PA Citizens Bank PA 36076150 USA
Citizens Bank, N.A. Providence, RI 11500120 USA
City National Bank Beverly Hills, CA 122016066 USA
CoBank, ACB Greenwood Village, CO | 307088754 USA
Comerica Bank Dallas, Tx 111000753 USA
Commerce Bank Kansas City, Missouri 7DMUJTLIFFTVI
AGIHT88

Commerzbank, A.G.

New York, NY

26008044

Commonwealth Bank of Australia

New York, NY

2600902

Compass Bank

Houston, TX

620118

alia

SA

Coo6peratieve Rabobank U.A. New York, NY Netherlands

Credit Agricole Corporate and Investment | New York, NY France

Bank

Credit Industriel et Commercial New York, NY France

Credit Suisse AG New York, D Switzerland

Deutsche Bank A.G. New York Branch New Yo 20161231 Germany

Deutsche Bank Trust Company Americas Jersey City, 21001033 USA

DNB Bank ASA 549300GKFGORYR| Norway
RQ1414

DZ Bank AG 61050057 Germany

Hast West Bank 322070381 USA

Enterprise Bank & Trust KOZDN2CBIQCOE| USA
HBKNK35

Federal Home Loan Bank o nta Atlanta, GA MQ942CBKGDEM| USA
4ZABHY63

Federal Home Loan Bank of F Boston, MA 11000536 USA

Federal Home Loan Bag Chicago, 1L 71004501 USA
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INSTITUTION NAME BRANCH NAME ABA/LEIL SOVEREIGN
Federal Home Loan Bank of Dallas Dallas, TX R7UJYAV8DF2UV | USA

19RDE54
Federal Home Loan Bank of Pittsburgh Pittsburgh, PA 43001435 USA
Federal Home Loan Bank of San Francisco | San Francisco, CA 121000701 USA
Federal Home Loan Bank of Topeka Topeka, KS 101101947 USA
Fifth Third Bank Cincinnati, OH QFROUNIUWUY | USA
UODVIWDS51
First Hawaiian Bank Honolulu, HT 121301015 USA
First Midwest Bank Joliet,IL. KV8W1JTB8IZ821 | USA
S5ED75
First National Bank of Omaha Omaha, NE 104000016 USA
First National Bank of Pennsylvania Pittsburgh, PA N8T7HW55L.K5D2| USA
ORCHP39
First Tennessee Bank, N.A. Memphis, TN 84000026 USA
First-Citizens Bank & Trust Company Raleigh, NC LOVVXIKTSTHFIK
SOMLEG66
Frost Bank San Antonio, TX 114000093
Fulton Bank Lancaster, PA
Goldman Sachs Bank USA New York, NY
Hancock Whitney Bank New Orleans, LA
HSBC Bank USA, N.A. Buffalo, NY
Huntington National Bank Columbus, OH USA
Industrial and Commercial Bank of China New York, B China
Ltd.
INTRUST Bank, N.A. 549300IXP5DNWS | USA
GY6LFI6
JPMorgan Chase Bank 21000021 USA
KBC Bank, N.V. 26008248 Belgium
KeyBank National Association 41001039 USA
Landesbank Baden-Wuerttemberg 26013453 Germany
Landesbank Hessen-Thuringen Giro; 26002545 Germany
Legacy Texas Bank 54930010C7TLHQL| USA
QDHY1
Lloyds Bank Corporate Markects New York, NY 981390502 United
Kingdom
Lloyds Bank Plc New York, NY 26002655 United
Kingdom
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INSTITUTION NAME BRANCH NAME ABA/LEIL SOVEREIGN
Macquarie Bank Limited New York, NY 47ZHCHI4KYZG2 | Australia
WVRT8631
Manufacturers and Traders Trust Co. Baltimore, MD 22000046 USA
Manufacturers Bank Brea, California 122226076 USA

MB Financial Bank, N.A. Chicago, L. YIMYTIGWK1HM | USA
7EQO6C15

Mizuho Bank, Ltd. New York, NY 26004307 Japan

Morgan Stanley Bank, N.A. Salt Lake City, UT 26014630 USA

MUFG Bank Ltd Chicago Branch Chicago, 1L 71002341 Japan

MUFG Bank Ltd Los Angeles Branch Los Angeles,CA 122004162 Japan

MUFG Bank Ltd New York Branch New York, NY 26009632 Japan

MUFG Union Bank N.A.

San Francisco, CA

OX3PU53ZLPQK] | USA

4700D47
National Australia Bank Ltd. New York, NY 26007728
National Bank of Canada New York, NY 26005487

Natixis New York, NY 2600992

Norddeutsche Landesbank Girozentrale New York, NY 2601254 sermany
Nordea Bank AB (PUBL) New York, NY Finland
Old National Bank Evansville, IN USA
Peoples United Bank Burlington, V'T' 6 USA

Pinnacle Bank

30098EZ8JMSA | USA
S24

PNC Bank, National Association

43000096 USA

Regions Bank 62000019 USA
Resanant Bank 84201294 USA
Royal Bank of Canada 26004093 Canada
Santander Bank, National AssociatiQ 11075150 USA

ServisFirst Bank 549300X551CPK8G| USA
7B851

Silicon Valley Bank dan Jose, CA 0K2D5AK28E305 | USA
CCOGE35

Skandinaviska Enskilda Banke New York, NY 26003036 Sweden

Societe Generale New York, NY 26004226 France
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INSTITUTION NAME BRANCH NAME ABA/LEI SOVEREIGN
Standard Chartered Bank New York, NY 26001591 United

Kingdom
State Street Bank and T'rust Company Boston, MA 11000028 USA
Sumitomo Mitsui Banking Corp. New York, NY 26009674 Japan
Sumitomo Mitsui Trust Bank, Limited New | New York, NY 5493006GGLR4BT | Japan
York Branch EL8OO61
SunTrust Bank Atlanta, GA 61000104 USA
Svenska Handelsbanken AB New York, NY 26010841 Sweden
TD Bank, N.A. Mt. Laurel, NJ 31201360 Canada
Texas Capital Bank, NA Dallas, TX 111017979 USA @

The Bank of New York Mellon New York, NY 21000018 USA

The Bank of Nova Scotia New York, NY 26002532 Can

The Chiba Bank, Ltd. New York, NY 26011125

The Northern Trust Company Chicago, 1L OPTKHDJGID
SPFWH30

The Shizuoka Bank Ltd New York Branch | New York 2601194

The Toronto-Dominion Bank New York, NY “anada

Trustmark National Bank Jackson, MS USA

U.S. Bank N.A. Cincinnati, Ohio USA

UBS AG Stamford Branch Stamford Branch p1CT2L1Q | Switzerland

50

UMB Bank N.A. Kansas City,4 OOGEITDJ2YU| USA
BMSZ83

Umpqua Bank Portland 123205054 USA

UniCredit Bank AG New York, 26008808 Germany

United Bank Tysof® Corner Vienna, 56004445 USA
Vv

Webster Bank N.A. Xate G WVOOVGBTLUP1 | USA

XIUJE722

ncisco, CA 121043218 USA

Wells Fargo Bank

Wells Fargo Bank, N.A. n-Salem, NC 121000248 USA

Western Alliance Bank Phoenix, AZ 122105980 USA

Wilmington Trust Company Wilmington, DE 31100092 USA

Wilmington Trust, Nati Wilmington, DE 22313005 USA
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INSTITUTION NAME BRANCH NAME ABA/LEI SOVEREIGN
7B, N.A. Salt Lake City, UT 124042559 USA

* Institutions which were previously on the list but which have not paid the required $750.00 annual
maintenance fee have been removed from the list. Institutions which no longer met the eligibility
requirements have been removed from the list.

** Due to timing differences in the production of the Purposes and Procedures Manual of the NAIC
Investment Analysis Office, please consult the monthly list publication to further confirm changes to
the list that may include additions and/or de-listings.
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Section 1.  List of Qualified U.S. Financial Institutions Processes
i) List of Nationally Recognized Statistical Rating Organizations
and Methodology and Criteria Used to Monitor Institutions on the
NAIC List of Qualified U.S. Financial Institutions
NAME oF NRSRO METHODOLOGY/ CRITERIA DATE
Moody’s Investors Service Bank Rating Methodology March 16, 2015

Standard & Poor’s Global
Ratings Portal, RatingsDirect

Nonbank Financial Institutions Rating Methodology

Issue Credit Rating Methodology for Nonbank
Financial Institutions and Nonbank Financial Services
Companies

Banks: Rating Methodology and Assumptions

December 9, 2014 The criteria for banks was
originally published on

December 9, 2014 Nov. 9, 2011, was republished
after a review completed on
Sept. 30, 2014. The review

November 9, 2011 replaced or revised criteria for

the application of sovereign
ratings and assessment of
bank branch creditworthiness
published Oct. 14, 2015nd
other articles identified in t!
Appendix.

Fitch Ratings

Global Bank Rating Criteria

Global Non-Bank Financial Institutions Rating
Criteria

November 26, 2016
March 10, 2017

Kroll Bond Rating Agency*

Global Bank and Bank Holding Company Rating
Methodology

Global Finance Company Rating Methodology

February 19, 2016
November 28, 20‘
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SECTION 2. MUTUAL FUNDS

a) SVO Administration
The SVO is charged with verifying whether a money market fund is eligible to be
listed on the U.S. Direct Obligations/Full Faith and Credit Exempt List, and
whether a bond mutual fund 1s eligible to be listed on the Bond List. Eligibility
requirements for the aforementioned lists are described below and apply

notwithstanding the definition of the term “short-term investment” set forth
elsewhere in this Manual.

b) Mutual Fund Lists
(1)  U.S. Direct Obligations/Full Faith and Credit Fixempt List
A money market fund is eligible for listing on the U.S. 81 t
Obligations/Full Faith and Credit Fxempt Tist if the fund th\

following conditions:

(A)  The fund maintains a money market fund rating of
from Standard & Poor’s or Aaa-mf from Moody’s Inve Seryices

(B)  The fund maintains a stable net asseggalug
(C)  The fund allows a maximum of se
proceeds.

(D)  The fund invests 100% of its
direct obligations of the U.S. Govern
are backed by the full faith and it S. Government or
collateralized repurchase agfeme sed of such obligations at
all times. Refer to Sectiog
to be direct obligatiog
entitled to the full

r in securities that

\4 ist of securities considered

S, vernment and entities that are
di\of the U.S. Government.

(i) Bond Fund List
A bond mutual fun eligible
meets the following @gditions:

or listing on the Bond List if the fund

A, I h#® maintain the highest credit quality rating given
b
B) Th shall maintain at least the highest market risk rating

given b NAIC CRP to a fund that invests in bonds that are
ssued or guaranteed as to payment of principal and interest by
cies and instrumentalities of the U.S. Government, including
ar*backed bonds and collateralized mortgage obligations, and
llateralized repurchase agreements comprised of those obligations.
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<)

If the SVO determines that a

©) The fund shall allow a maximum of seven-day redemption of
proceeds.

(D)  The fund shall invest 100% of its total assets in the
U.S. Government securities listed in Section 2 e) of this Part below,
class 1 bonds that are issued or guaranteed as to payment of principal
and interest by agencies and instrumentalities of the
U.S. Government, including loan-backed bonds and collateralized
mortgage obligations, and collateralized repurchase agreements
comprised of those obligations at all times.

(E)  The fund shall declare a dividend of its net investment
income each day prior to calculating its net asset value per share.

(D) The fund shall not invest in any derivative instrumei® 4as
that term is defined in the NAIC Acounting Practices and U
Mannal.

(G)  The fund shall not invest in any bonds that receive
all of the interest portion of the underlying collateral arlittle

principal, or in any bonds with coupons which
index. @
(H)  The fund shall not invest in the foll of securities:
(a) leveraged or deleveraged notes that multip® or fraction of
an index or indices; (b) notes that payZiinct r interest linked to
foreign currencies, non-U.S. d rates, equity or

based on an index and which vary inversel

commodities indices or any oth
U.S. dollar-denominated fixedgacottle ingfuments; or (c) notes that
pay principal or intere to 1ggre than one index.

Approval of Listi

hat is not composed of

rket fund has met the eligibility

that shares of an ETF owned by an insurance company are to
rted as common stock. The presumption may be overcome if the
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(i) ETFs Eligible for Classification Analysis

An ETF is eligible for analysis if it operates pursuant to the terms of an
exemptive order granted by the SEC (SEC Order) that requires the:

(A)  ETF not advertise or market itself as an open-end fund or as
a mutual fund;

B) ETFE sponsor not register a future ETF with the SEC (that
would rely on the requested relief) unless the sponsors have
requested and received with respect to such future ETF either an
SEC Order from the Commission or a no-action letter from the
Division of Investment Management of the Commission that
contains the condition stated in paragraph (A) above; and

©) ETF be listed on a national securities exchange for as lon
it operates in reliance on the SEC Otder, provided, however,

Application process (Application) des
Part Four, Section 2 of this Manual.

2) The insurance company sh: copies of the
e ETF, the
atory exemptions
and identifying the agreed u con s (SEC Application)

and the corresponding f@pal S to the SVO.

3) The SVO sh -. that the SEC Application
and SEC Order #fflude th€&konaons stated above.

prospectus or other docume
application of the fund sponsor re

(i) Determining Whether anW@iligible NI Has Debt or Preferred-Stock

Characteristics '

Subject to the right o

e SVO to'reject an RT'AS — Emerging Investment

ication, the SVO 1is authorized to conduct
ETF that meets the conditions specified in
s Part. In its analysis, the SVO shall determine
v t securities held in the ETF portfolio have the

Vehicle Service
clasnﬁcanon ang
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(tv)

\Y)

If the SVO concludes that the ETF should be classified as a debt
instrument, it shall place the name of the ETF on the List of Exchange
Traded Funds Eligible for Reporting as a Schedule D Bond (the ETF Bond
List) in Section 2 h) and Section 2 i) of this Part.

If the SVO concludes that the ETE should be classified as a preferred-
stock, it shall place the name of the ETF on the List of Fixchange Traded
Funds Eligible for Reporting as a Schedule D Preferred-Stock (the ETF
Preferred-Stock List) in Section 2 d) (i1) of this Part.

The ETF List
Any ETF on the ETF Bond List may be reported as a bond on Schedule D

either the ETF Bond List or the ETF Preferred §goc
procedure discussed above to determine if the ETE

used solely to determine whether t
y, the Regulatory Treatment
no¥a substitute for the procedures

debt or preferred-stock inst

that govern the initial or
the SVO.

¢ of insurer-owned securities with

An Initial Report ofthe purchase of shares of an ETF is made in
accordance with the ctions contained in this Manual. A Subsequent

instructiffis cd

Report of the p onghares of an E'TF is made in accordance with the
@ this Manual.
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e) List of Securities That Are Considered “Exempt Obligations”
for Purposes of Determining the Asset Valuation Reserve and the
Risk-Based Capital Calculation
This Section is used to determine those securities that are included in the
“Exempt Obligations” category for purposes of determining the asset valuation
reserve (AVR) and the risk-based capital (RBC) calculation.

The securities issued, guaranteed or insured by entities shown in Part Two

Section 4 ¢) (iv) of this Manual are considered to be in the “exempt obligations” Q

category for purposes of determining the AVR and the RBC calculation.

Securities issued, guaranteed or insured by entities on the Filing Exempt Other

U.S. Government list are not “exempt obligations,” and shall be reported g the

Special Revenue and Special Assessment Obligations category, noty in

U.S. Government category. \
d

The loan-backed and structured securities that are “exempt obligations a
reported in the U.S. Government category are securities that have a guard e
X a

for their interest and principal payments by the U.S. Governmeg re
the pass-through securities and Collateralized Mortgage Obliggtions gtiganteed by
the Government National Mortgage Associati® (G or the

U.S. Department of Veterans Affairs (VA). K\
Q\a. ’
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f) List of Money Market Funds Filed with the SVO (U.S. Direct
Obligations/Full Faith and Credit Exempt List)

COMPLEX_NAME FUND_NAME CuUsIP

BlackRock BCF Treasury Fund — Institutional Shares 066922659
T-FUND ADMIN SHS 09248U676
T-FUND CAP SHS 09250C804
T-FUND CASH MGMT SHS 09248U668
T-FUND CASH RESV SHS 09248U650
T-FUND DIR SHS 09248U692
T-FUND SELECT SHS 09250C812
TREAS TR FD 09250C770

TREAS TR FD CAP SHS 0‘)250(“‘6

TREAS TR FD CASH MGMT SHS

TREAS TR FD DLR SHS

TREASURY TR FD ADMIN SHS

TREASURY TR FD CASH RESV SHS
BlackRock Liquidity Funds T-Fund — Institutional Shares
Treasury Trust Fund — Institutional Shares
Cavanal Hill Funds U S'TREASURY FD SELECT SHS
U.S. Treasury Fund — Administrative Shares 2
U.S. Treasury Fund — Institutional Shares 4956P703
U.S. Treasury Fund — Service Shares 14956P885
Deutsche Asset Management | DEUTSCHE TREAS PORTFOLIOCAP SHS 461473829
ICT — Treasury Portfolio — Institutional Shg 461473209
Dreyfus Institutional Treasury Securities Cagsh Ad m ilton 26200X811
Institutional Treasury Securities Cash c S 26200X829
Institutional Treasury/Agen 26200X860
Institutional Treasury/Ag tad? — Institutional 26200X878
Treasury & Agency Cas [Mnd — Admin Shares 261908305
Treasury & Agency Cash Ma; und — Institutional 261908107
Share
Treasury & Agency @h Management Fund — Investor 261908206
Treasury Securities Management — Administrative Shares 261941306
Treasury Sec agement Fund — Institutional 261941108
Tre Management Fund — Investor 261941207
Dreyfus Service Corporations TREASURY SECMONEY MKT 177366507
177366879
Federated Investors, Inc. 60934N823
60934N500
asury Obligations Fund — Service Shares 60934N872
st for U.S. Treasury Obligations 60934N799
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COMPLEX_NAME FUND_NAME CUSIP
U.S. Treasury Cash Reserves — Institutional Shares 60934N682
U.S. Treasury Cash Reserves — Service Shares 60934NG674
Fidelity Investment TREAS ONLY PORT INSTL CL 31607A802
Fidelity Investments Fidelity Institutional MMF Treasury Portfolio Institutional C 31607A885
Institutional Treasury Only Portfolio — Class 1 233809300
Institutional Treasury Only Portfolio — Class 11 233809805
Institutional Treasury Only Portfolio — Class 111 233809888
Institutional Treasury Only Portfolio — Select Class 192826105
Institutional Treasury Portfolio — Class 1 316175504
Institutional Treasury Portfolio — Class 11 316175835
Institutional Treasury Portfolio — Class 1T 316175484
Institutional Treasury Portfolio — Select Class
First American Funds TREAS OBLIGS FD CL P
Treasury Obligations — Class Y
Treasury Obligations — Class A
Treasury Obligations — Class D
Treasury Obligations — Class X
Treasury Obligations — Class Z
Treasury Obligations — Institutional Investor Class 46V419
Treasury Obligations — Reserve Shares 1846V716
US Treasury — Class A 31846V476
US Treasury — Institutional Investor Shares 31846V393
US Treasury — Class D 31846V468
US Treasury — Class Y 31846V534
US Treasury — Class Z 31846V450
Gabelli Funds Inc SHS U S TREASURY MO 36239W106
Goldman Sachs Trust Financial Square Treasur ’Admin Shares 38142B609
Financial Square Treasur§ nd — Capital Shares 38143H407
Financial Square Treasury Inse und — Cash 38145C729
Management
Financial Square Trg@Sury Instruments Fund — Institutional S 38142B500
Financial Square " ry Instruments Fund — Preferred Share 381428807
Financial Sq 50 struments Fund — Premier Shares 38145C737
Finggial S¢ ry Instruments Fund — Resource 38145C711
Sha _
Finan asury Instruments Fund — Select Shares 38142Y724
Financial ¢ Treasury Instruments Fund — Service Class 38142B708
inancial Square Treasury Obligations — Cash Management 38145C786
cial Square Treasury Obligations Fund — Admin Class 38141W315
Square Treasury Obligations Fund — Capital Shares 38143H308
ancial Square Treasury Obligations Fund — Institutional S 38141W323
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COMPLEX_NAME FUND_NAME CusIP
Financial Square Treasury Obligations Fund — Preferred Share 38141W281
Financial Square Treasury Obligations Fund — Premier Shares 38145C794
Financial Square Treasury Obligations Fund — Resource Shares 38145C778
Financial Square Treasury Obligations Fund — Select Shares 38142Y732
Financial Square Treasury Obligations Fund — Service Class 38141\W299
Financial Square Treasury Solutions Fund — Admin Class 381428872
Financial Square Treasury Solutions Fund — Capital Shares 38143HG605
Financial Square Treasury Solutions Fund — Cash Management 38145C752
Financial Square Treasury Solutions Fund — Institutional 381428880
Financial Square Treasury Solutions Fund — Preferred Shares 38142B856
Financial Square Treasury Solutions Fund — Premier Shares 38145Cg0
Financial Square Treasury Solutions Fund — Resource Shares
Financial Square Treasury Solutions Fund — Select Shares
Financial Square Treasury Solutions Fund — Service Class
HSBC Funds U.S. Treasury Money Market Fund — Class D
U.S. Treasury Money Market Fund — Class 1
U.S. Treasury Money Market Fund — Class Y
US Treasury Money Market Fund — Intermediary Clas
US Treasury Money Market Fund — Intermediary Service, 30V456
Invesco Advisers, Inc. Treasury Obligations Portfolio — Cash Management 25252794
Treasury Obligations Portfolio — Corporate C 825252547
Treasury Obligations Portfolio — Institutional ( 825252505
Treasury Obligations Portfolio — Personal I 825252828
lass 825252604
825252786
825252810
825252307
825252570
8252524006
825252208
825252109
825252836
825252703
JP Morgan Funds 4812C2239
Us. Yoney Market — IM Shares 4812C2262
JPMorgan Funds gsury Securities Money Market — Agency Shares 4812A2843
)0% US Treasury Securities Money Market — Capital Class 4812A0375
o US Treasury Securities Money Market — Institutional 4812A2835
"T'reasury Securities Money Market — Morgan Shares 4812A2827
% US Treasury Securities Money Market — Premier Shares 4812A2819
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COMPLEX_NAME FUND_NAME CUSIP
U.S. Treasury Plus Money Market — Agency Shares 4812C2742
U.S. Treasury Plus Money Market — Institutional Shares 4812C2734
U.S. Treasury Plus Money Market — Morgan Shares 4812C2726

Legg Mason Partners Western Asset US Treasury Reserves — Class N 52470R805
Western Asset Inst U.S. Treas Obligations MM Fund — Admin 52470G536
Sh
Western Asset Inst U.S. Treas Obligations MM Fund — Inst Sh 52470G551
Western Asset Inst U.S. Treas Obligations MM Fund — Inv Shs 52470G544
Western Asset Institutional US Treasury Reserves — Inst. 52470G841
Western Asset Institutional US Treasury Reserves — Investor 52470G684

Western Asset Premium US Treasury Reserves

52470M202

Morgan Stanley Institutional
Liquidity Funds

Treasury Portfolio — Administrative Class

Treasury Portfolio — Advisory Class

Treasury Portfolio — Cash Class

Treasury Portfolio — Institutional Class

Treasury Portfolio — Institutional Select Class

Treasury Portfolio — Investor Class

"T'reasury Portfolio — Participant Class

Treasury Securities Portfolio — Administrative Class

Treasury Securities Portfolio — Advisory Class

61747C533

Treasury Securities Portfolio — Institutional C 61747C525

Treasury Securities Portfolio — Institutional Sel 61747C491

Treasury Securities Portfolio — Investor Cla 61747C483

Treasury Securities Portfolio — Par, 61747C517

Northern Institutional Funds | Treasury Portfolio — Money Market P 665279873

Treasury Portfolio — Money 2 665279808

PNC Advantage Funds Advantage Institutional ' 73015P500

Advantage Institutional 73015P401

Advantage Institutional Treas® Service Class 73015P609

PNC Funds Treasury Money Maglget Fund — SA 69351]199

ct Fund — Institutional Class 69351215

SEI Daily Income Trust 783965726

783965619

State Street Global Advisors 857492599

857492623

857492888

857492862

State Street Global Advisor: 85749Q448
Limited

{AS MONEY MKT FDINST 857492565
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COMPLEX_NAME FUND_NAME CusIP

TREAS PLUS MONEY MKT FDINSTL CL 857492557

TREASURY FD INVT CL 857492870

TREASURY MONEY MKT FDADMIN CL 857492631

TREASURY PLUS FD INVT CL 857492854

TREASURY PLUS MONEY MKT FDADMIN CL 857492615
TD Asset Management USA Institutional Treasury Oblig. Money Market Fund — Com Class 872370741
Funds Inc.

Institutional Treasury Oblig. Money Market Fund — Inst Sve 87237U758
UBS Global Asset Select Treasury Institutional Fund 90262Y802
Management

Select Treasury Investor Fund 90262Y851

Select Treasury Preferred Fund 90262Y4p7
Wells Fargo Funds 100% Treasury Money Market Fund — A 9497R

100% Treasury Money Market Fund — Administrator Class 9499

100% Treasury Money Market Fund — Institutional Class

100% Treasury Money Market Fund — Service Class

100% Treasury Money Market Fund — Sweep

Treasury Plus Money Market Fund — A

Treasury Plus Money Market Fund — Administrator Class

Treasury Plus Money Market Fund — Institutional

Treasury Plus Money Market Fund — Service Class

Treasury Plus Money Market Fund — Sweep 949921282
Wilmington Funds U.S. Treasury Money Market Fund — Admin Sh 97181C480
U.S. Treasury Money Market Fund — Select 97181C514
US Treasury Money Market Fund 4 Servi 97181C498
*  Funds which were previously on the list, but which have not pai uirgl? $250.00 annual maintenance

fee, have been removed from the list. Funds which no lg
removed from the list.

COMPLEX NAME CUSsIP

Wells Fargo Funds 94985665
94975P785
94985D640
949851632

ist, but which have not paid the required $250.00 annual maintenance
fee, have been r ¢ tist. Funds which no longer meet the eligibility requirements have been
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**  Due to timing differences in the production of this Manual, please consult the monthly Mutual Funds List
publication to further confirm changes to the Funds list that may include additions and/or deletions.

h) List of Exchange Traded Funds Eligible for Reporting as a
Schedule D Bond
An insurance company that purchases an ETEF whose name was added by the
SVO to either the List of Exchange Traded Funds Eligible for Reporting as a
Schedule D Bond or to the List of Exchange Traded Funds Eligible for Reporting
as a Schedule D Preferred Stock, must file the ETF with the SVO to obtain a final
NAIC Designation for reporting purposes.

The Regulatory Treatment Analysis Services (RTAS) process used to evaluate
ETFs under Part Four, Section 2 of this Manual only results in the assignm@hat of
a preliminary NAIC Designations to the ETFE.

Preliminary NAIC Designations are indications of the likely SVO respons

purposes and therefore cannot be used to report the ETF to the
insurance regulators.

Please refer to Part Four, Section 2 of this Manual for
process and to Section 3 a) (ix) of that Part for a det
preliminary status of NAIC Designations assigned und

Exchange Traded Funds — Bonds

Exchange Traded Funds — Bonds - ETF NAME CUSIP
Xtrackers High Beta High Yield Bond ETF 233051259
Xtrackers Low Beta High Yield Bond ETF 233051267
Xtrackers Short Duration High Yield Bond E'TF 233051283
Deutsche X-trackers USD High Yield Corporate Bond 233051432
Deutsche X-trackers Municipal Infrastructure Revenue B8 233051705
First Trust Senior Loan ETF 33738D309
First Trust Enhanced Short Maturity ETF 33739Q408
FlexShares iBoxx 3-Year Target Duration TIPS In 339391506
FlexShares iBoxx 5-Year Target Duration TIPS Inde 33939L605
FlexShares Ready Access Variable Income If 339391886
Franklin Short Duration U.S. Gove 353506108
Goldman Sachs Access High Yield ( i 381430453
Goldman Sachs Access Investment Grad®@urporate Bond ETF 381430479
Goldman Sachs Treasury Al 0-1 Year E'TF 381430529
Highland/iBoxx Senior Loa L 430101774

4 ate ETF 454091827
wred ETH 454091843
efond ETF 46138LE636
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Exchange Traded Funds — Bonds - ETF NAME CUSIP
Invesco Fundamental High Yield® Corporate Bond ETF 46138E719
Invesco Emerging Markets Sovereign Debt ETH 461381784
Invesco Senior Loan F'TF 46138G508
Invesco Taxable Municipal Bond ETF 46138G805
Invesco Treasury Collateral ETF 46138G888
iShares Global High Yield Corporate Bond E'TF 464286178
iShares International High Yield Bond E'TF 464286210
iShares Emerging Markets Corporate Bond ETH 464286251
iShares Emerging Markets High Yield Bond E'TF 464286285
iShares Emerging Markets Local Currency Bond ETH 464286517
iShares TIPS Bond E'TF 464287176
iShares Core U.S. Aggregate Bond ETF 464287226 ¢
iShares iBoxx § Investment Grade Corporate Bond ETF
iShares 20+ Year Treasury Bond ETF
iShares 7-10 Year Treasury Bond ETF
iShares 1-3 Year Treasury Bond E'TH
iShares International Treasury Bond E'TF
iShares 1-3 Year International Treasury Bond ETF

iShares Short-Term National Muni Bond ETF

iShares Agency Bond ETF

iShares ].P. Morgan USD Emerging Markets Bond E'TF

iShares New York Muni Bond ETF 464288323
iShares California Muni Bond ETF 464288356
iShares National Muni Bond ETF 464288414
iShares iBoxx § High Yield Corporate Bond ETF 464288513
iShares MBS ETF 464288588
iShares Government/Credit Bond ETF 464288596
iShares Intermediate Government/Credit Bond ETF 464288612
iShares Broad USD Investment Grade Corporate Bond 404288620
iShares Intermediate-Term Corporate Bond ETF 464288638
iShares Short-Term Corporate Bond ETH 464288646
iShares 10-20 Year Treasury Bond ETF 464288653
iShares 3-7 Year Treasury Bond E'TH 464288661
iShares Short Treasury Bond E'TH 464288679
iShares Core Long-Term USD Bo 464289479
iShares Long-Term Corporate Bond 464289511
iShares Core U.S. Treasury Bond ETF 46429B267
iShares Aaa — A Rated Co * Bond E'TF 46429B291
iShares Core GNMA Bond E 46429B333
iShares CMBS ETF 46429B366
iShares iBondsSep 20 i Bond ETF 46429B564
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Exchange Traded Funds — Bonds - ETF NAME CUSIP

iShares Floating Rate Bond ETH 46429B655
iShares 0-5 Year TIPS Bond ETF 464298747
iShares Short Maturity Bond ETF (Active Fund) 46431W507
iShares Core Short-Term USD Bond ETF 464321859
iShares iBonds Mar 2020 Term Corporate ex-Financials ETF 46432FAK3
iShares iBonds Mar 2023 Term Corporate ex-Financials E'TF 46432FAN7
iShares iBonds Mar 2023 Term Corporate ETF 46432FAZ0
iShares iBonds Mar 2020 Term Corporate ETH 46432FBCO
iShares 0-5 Year Investment Grade Corporate Bond E'TF 46434V100
iShares 0-5 Year High Yield Corporate Bond ETH 46434V407
iShares iBonds Sep 2020 Term Muni Bond ETF 46434V571

iShares Core Total USD Bond Market ETF

46434V0613

iShares Yield Optimized Bond ETF

iShares Treasury Floating Rate Bond ETF

iShares Liquidity Income ETF (Active Fund)

iShares iBonds Dec 2020 Term Corporate E'TE

iShares iBonds Dec 2019 Term Corporate ETF

iShares iBonds Dec 2023 Term Corporate ETF

iShares iBonds Dec 2022 Term Corporate ETF

iShares iBonds Dec 2025 Term Corporate ETH

iShares iBonds Dec 2024 Term Corporate E'TE

iShares iBonds Dec 2021 Term Corporate ETF

46434VBK5

iShare 10+ Year Investment Grade Corporate Bond ETF 46435G144
iShare 5-10 Year Investment Grade Corporate Bond E'TH 46435G151
iShares ESG USD Corporate Bond ETF 46435G193
iShares Edge Investment Grade Enhanced Bond E'TH 46435G219
iShares ESG 1-5 Year USD Corporate Bond ETF 46435G243
iShares Edge High Yield Defensive Bond ETF 46435G250
iShares iBoxx $ High Yield ex Oil & Gas Corporate Bond 46435G441
iShares Fallen Angels USD Bond ETF 46435G474
iShares iBonds Dec 2022 Term Muni Bond ETF 46435G755
iShares iBonds Dec 2021 Term Muni Bond ETF 46435G789
iShares iBonds Dec 2026 Term Corporate E'TE 46435GAA0
iShares iBonds Dec 2024 Term Munj 464350697
iShares Broad USD High Yield Cot 46435U853
JPMorgan Ultra-Short Income ETF 46641Q837
JPMorgan Disciplined High Yield E'TF 46641QQ878
Sage ESG Intermediate Cry 66538H583
NuShares Enhanced Yield U 67092P102
NuShares FEnhanced Yi " Aggregate Bond F'TH 67092P110
orate Bond Index Fxchange-Traded Fund 72201R783
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Exchange Traded Funds — Bonds - ETF NAME CUSIP
PIMCO Enhanced Maturity Active F'TF 72201R833
SPDR Bloomberg Barclays Corporate Bond ETH 78464A144
SPDR Bloomberg Barclays International Corporate Bond E'TF 78464A151
SPDR Nuveen S&P High Yield Municipal Bond ETF 78464A284
SPDR Bloomberg Barclays Short Term International Treasury Bond ETH 78464A334
SPDR Portfolio Long Term Corporate Bond F'TF 78464A367
SPDR Portfolio Intermediate Term Corporate Bond E'TH 78464A375
SPDR Bloomberg Barclays Mortgage Backed Bond ETF 78464A383
SPDR Bloomberg Barclays Emerging Markets Local Bond E'TF 78464A391
SPDR Bloomberg Barclays High Yield Bond ETF 78464A417
SPDR Portfolio Short Term Corporate Bond ETH 78404A474
SPDR Citi International Government Inflation-Protected Bond ETT 78464A490 >
SPDR Bloomberg Barclays International Treasury Bond ETF
SPDR Portfolio Aggregate Bond E'TF
SPDR Bloomberg Barclays TIPS ETF
SPDR Portfolio Long Term Treasury ETF
SPDR Bloomberg Barclays Intermediate Term Treasury ETE
SPDR Blackstone / GSO Senior Loan ETF
SPDR SSGA Ultra Short Term Bond ETF
SPDR Portfolio Short Term Treasury ETF
SPDR Bloomberg Barclays Investment Grade Floating Rate E'TH 8468R200
SPDR Bloomberg Barclays Short Term High Yield Bond ETF 78468R408
SPDR ICE BofAML Crossover Corporate Bond ETF 78468R606
SPDR Bloomberg Barclays 1-3 Month T-Bill ETF 78468R663
SPDR Nuveen Bloomberg Barclays Municipal Bond FTF ’ 78468R721
SPDR Nuveen Bloomberg Barclays Short Term Municipal Bond E'T' 78468R739
Vankck Vectors EM Investment Grade + BB Rated USD 92189346
VanFck Vectors Emerging Markets High Yield Bond I} 92189F353
VanEFck Vectors High-Yield Municipal Index ETF 92189F361
VanFck Vectors International High Yield Bond ETF 921891445
VanEck Vectors Investment Grade Floating Rate E 92189F486
VanEck Vectors J.P. Morgan EM Local Currency d ETF 92189494
VanFck Vectors AMT-Free Intermediate Munigi ETF 921891544
Vanguard Extended Duration Treas 921910709
Vanguard Long-Term Bond Index 921937793
Vanguard Intermediate-Term Bond 921937819
921937827
921937835
921946885
922020805
92203]407
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Exchange Traded Funds — Bonds - ETF NAME CUSIP

Vanguard Short-Term Government Bond ETF 92206C102
Vanguard Short-Term Corporate Bond ETH 92206C409
Vanguard Total Corporate Bond Fund 92206C573
Vanguard Intermediate-Term Government Bond E'TH 92206C706
Vanguard Mortgage-Backed Securities Index Fund 92206C771
Vanguard Long-Term Corporate Bond ETF 92206C813
Vanguard Long-Term Government Bond ETF 92206C847
Vanguard Intermediate-Term Corporate Bond ETF 92206C870
Vanguard Tax-Fxempt Bond Index ETF 922907746
WisdomTree Barclays US Aggregate Bond Enhanced Yield Fund 97717X511
WisdomTree Strategic Corporate Bond ETF 97717X693
WisdomTree Emerging Markets Corporate Bond ETF 97717X784 ¢
WisdomTree Asia Local Debt Fund E'TF
WisdomTree Emerging Markets Local Debt Fund E'TF

@3) List of Exchange Traded Funds Eligible for Reporti
Schedule D Preferred Stock
An insurance company that purchases an ETEF whose ng
SVO to either the List of Exchange Traded Funds Elgibl8
Schedule D Bond or to the List of Exchange Traded Funds@§iligs
as a Schedule D Preferred Stock, must file the ETE wi eS
NAIC Designation for reporting purposes.

to obtain a final

The Regulatory Treatment Analysis Services ogeSs used to evaluate
ETFs under Part Four, Section 2 of this Manuyff o sults in the assignment of
a preliminary NAIC Designations to the

Preliminary NAIC Designations a N e likely SVO response if the
ETF were purchased by an igfirer and $¥ported to the SVO for regulatory
purposes and therefore cannot b€ port the ETF to the NAIC or state

insurance regulators.

Please refer to Part Four tion 2 of this Manual for text discussing the RTAS
3 a) (ix) of this Manual for a detailed discussion

IC Designations assigned under the RTAS

process and to Part Four, S¢
of the preliminary

process.
Exchan, ded"runds — Preferred Stock
EXCHANGE TRADED FUNDS RRED ST — ETF NAME CUSIP
Invesco Preferred ETF 46138E511
iShares S&P U.S. Preferred Stge 464288687
SPDR Wells Fargo Preferrq 78464A292
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SECTION 3. COUNTERPARTY EXPOSURE; NETTING ELIGIBILITY

a) NAIC Designation

The SVO will convert the counterparty’s or the guarantor’s financial strength
ratings as assigned by an NAIC CRP (e.g., S&P Financial Programs Ratings,
Moody’s Counterparty’s Ratings or Fitch Counterparty Risk Ratings) into an
equivalent NAIC Designation. In the absence of an NAIC CRP counterparty
financial strength rating, the SVO may convert the counterparty’s senior
unsecured rating, as assigned by an NAIC CRP, into the equivalent NAIC
Designation. In the absence of an NAIC CRP counterparty financial strength or
senior unsecured rating, the SVO will conduct a review of the counterparty’s
financial statements to assign an NAIC Designation. For purposes qf the
application of this Section, all U.S. domiciled exchanges are assigned an INAI
Designation. \

b) Netting Eligibility
The VOS/TF has determined that there is adequate legal certainfg to p&git

netting of exposures for counterparties domiciled within the tes.
Netting of exposures for a foreign (non-U.S.) counterparty SQllEH tted if its
domiciliary jurisdiction has been approved for listing i sdictions
Eligible for Netting. Other jurisdictions may be added t urisdictions
Eligible for Netting if, in the opinion of the SO, constation with the

VOS/TF, legal opinions or analyses provide ade@ite leSlacertainty that upon
default of the counterparty, close-out netting woudd, be eable.
c) List of Counterparties Rted e VO for Schedule DB,
Part D, Section 1
@  General

(A)  Association V alues
Association values for G

® instruments, where such derivative
instruments are germitted by¥iaw or regulation of an insurer’s state of
domicile, shaljflbe equal to the Statement Value reported in
(Options, Caps and Floors Owned), Part B

loors Written), Part C (Collars, Swaps and

Manunals Life and Health, Fraternal, and Property & Casualty

ompanies.
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(B)  Accounting and Documentation Guidance
The NAIC Acounting Practices and Procedures Mannal contains general

accounting guidance, documentation guidance, and specific
accounting procedures for derivative instruments.
(i)  Procedures for Determining NAIC Designations and Netting Fligibility for
Derivative Instrument Counterparties
(A)  Purpose
1 NAIC  Designations:  The  purpose of  assigning

NAIC Designations or quality ratings is to assign counterparties into
SVO Rating Categories for Schedule DB, Part D, Section 1.

(B)  Counterparties Rated by the SV'O for Purposes of Assignment inlo%&
e

Rating Categories for Schedule DB, Part D, Section 1
Below are counterparties rated by the SVO as of the publicagi

of this Manual. For an updated list prior to the next publica dat
of this Manual, see the AVS Bulletin Board.

(1)  Administration

X) Listing a Counterparty L 4

An insurance company that wants to Nz rparty listed

on the List of Counterparti b e SVO for
the SVO:

y
Schedule DB, Part D, Section 1 s%
o A Counterparty Rating ATF Ingffial’ Eiling ¥5rm.

o Form CRR 1.
o Evidence of an NA
senior unsecured
Financial State
guarantor, so that
NAIC Designation.

e procedure discussed in Part Three of this
orm a financial analysis of the counterparty, or the

guarantor, in  order to  assign  an
QLesignation.
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(Y)  Annual Update of Counterparties on the List

In order to maintain a counterparty on the List, an insurance
company must file the following information:

o A Counterparty Rating ATF Annual Update Filing Form.

o Evidence of an NAIC CRP counterparty rating, an NAIC CRP
senior unsecured rating or a copy of the most recent Audited
Financial Statement for the counterparty, or the counterparty’s
guarantor.

If an insurance company doesn’t file an annual update by June 1,
XXXX, the counterparty will be deleted from the List ef@tive
with the July 1, XXXX, Purposes and Procedures Manual

CD-ROM. If deleted, the insurance company will have toS#bmi1
an initial filing in order for the counterparty to be plac
List.

COUNTERPARTY LOCATION
Exchange Traded Derivative Counterparties All U.S. Registered
Exchanges &

OVER THE COUNTER DERIVATIVE COUNTERPARTIES

Abbey National Treasury Services PLC London, UK
AIG Markets, Inc. Wilton, CT
Bank of America, N.A. San Francisco,
Bank of Montreal Mont’l, Ca
Barclays Bank, Plc London,
BNP Paribas

Citibank, NA

Citigroup Global Markets Inc.
Credit Agricole Corporate and Investment Bank
Credit Suisse International

S RS . B . RS . S . BRSNS . BRSNS . RN . SRR . B . A

Credit Suisse Securities (USA) LLC New York, NY
Deutsche Bank AG Frankfurt, Germany
Fifth Third Bank, Ohio Cincinnati, OH
Goldman Sachs & Co. LLC New York, NY
Goldman Sachs Bank USA New York, NY
Goldman Sachs International London, UK
HSBC Bank USA, N.A. New York, NY
ING Capital Markets LLC New York, NY
J.P. Morgan Chase & C New York, NY
J.P. Morgan Securities, New York, NY
JP Morgan Chas Columbus, OH
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COUNTERPARTY LOCATION DESIGNATION
Merrill Lynch Pierce, Fenner & Smith Incorporated New York, NY 1
Morgan Stanley & Co., LLC New York, NY 1
Morgan Stanley & Co. International Plc London, UK 1
Morgan Stanley Capital Services, Inc New York, NY il
National Australia Bank Limited Melbourne, Australia 1
NATIXIS NY 1
Natixis S.A. Paris, France 1
Natwest Markets PLC London, UK il
Nomura Global Financial Products Inc. New York, NY 1
Prudential Global Funding Newark, NJ 1
Royal Bank of Canada Toronto, Canada 1
Royal Bank of Scotland Plc Edinburgh, UK 1 *
Societe Generale — New York Branch New York, NY 1 \
Societe Generale S.A. Paris, France il \
Suntrust Bank Atlanta, GA 1
Swiss Re Risk Solutions Corporation Wimington, DE 1
Toronto Dominion Bank Toronto, Canada 1
UBS AG
Wells Fargo Bank N.A.

Wells Fargo Securities, LL.C
Zurich Insurance Company

Zurich, Switzerland

Zurich, Switzerland

San Francisco, CA .

Charlotte, NC \
1

d) List of Foreign (non-U.S.) Jurisdictifas ible for Netting for

Purposes
Schedule DB

®

© 1990-2018 Natio

(A)  Purpose
M

of  Determining  Expo
, Part D, Section 1

re nterparties  for

Netting Elig

n Schedule DB, Part D, Section 1. The netting of
with a counterparty will only be permitted in this

s a master agreement that provides for such
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2 Legal Certainty for Netting Eligibility: There is adequate
legal certainty to permit netting of exposures for counterparties
domiciled within the United States. Netting of exposures in
Schedule DB, Part D, Section 1 will be permitted for a foreign (non-

U.S.) counterparty if its domiciliary jurisdiction appears on the list in
this subparagraph (d). Jurisdictions will appear on the list if, in the
opinion of the SVO, legal opinions and/or analyses provide adequate
legal certainty that upon default of the counterparty, closeout netting
would be enforced.

[ Jurisdiction: |
Australia
Belgium ’

Canada

Cayman Island

England

France 0

Germany
Ireland

Japan

Scotland

Singapore

Switzerland . \
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Part Seven

The NAIC Structured
Securities Group Section 1. The NAIC Structured Securities Group
SECTION 1. THE NAIC STRUCTURED SECURITIES GROUP

The NAIC has determined that it is necessary to establish a staff function to provide NAIC
members with an internal analytical capability to assess risks associated with insurer-owned
securitizations and other complex financially engineered securities. The SSG is established as the
staff function assigned to assess credit and other investment risks in securitizations and other
complex financially engineered securities owned by state-regulated insurance companies.
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SECTION 2. DEFINITIONS

The following terms used in this Part Seven have the meaning ascribed to them below.

ABS stands for asset-backed securities and means structured securities backed by consumer
obligations originated in the United States.

CMBS stands for commercial mortgage-backed securities and means structured securities
backed by commercial real estate mortgage loans originated in the United States. The definition of
CMBS may refer to securitizations backed by commercial mortgages, respectively, originated outside
of the Unites States if and to the extent that the vendor selected by the NAIC to conduct the
financial modeling: 1) has the necessary information about the commercial mortgage and
commercial mortgage loans originated outside of the United States to fully model the resulting
securities; and 2) can adapt the modeling process to account for any structural peculidriies
associated with the jurisdiction in which the mortgage was originated.

Initial Information means the documentation required to be filed with an Initial Filing of
or a CMBS CUSIP, pursuant to Section 5 below and pertaining to Loan Informati

= Loan Information means a review of the loan files by a third partvo %

of legal title and other related issues;

® Reps and Warranty Information means the actual representation Ne in effect for

the securitization given by the mortgage originator(s) t t petfaining to loan

origination processes and standards, compliance with appli Jaw,@an documentation
and the process governing put backs of defective mortga, ck to WY originator(s); and

= Structure and Formation Information means the wipterf: eg¥ribed in the definition of

Ongoing Information, information and documentati rm of legal opinions and

documentation governing the formation of th a nd its entities relative to issues

such as bankruptcy remoteness, true sale the legal standards and procedures

governing the securitization and other simil

Legacy Security, for the purposes of this Sgghion 2, shall mean any RMBS and any CMBS that

closed prior to January 1, 2013.

o
=
oQ
o-
=
o
[—
2
=]
=
B
&
=8
=]
=
O
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=]
17}
2.
Z
O
&
~t
<

e[Wata; such as principal balance, factors, principal

ated realized losses, appraisal reductions and other
b) trust-level data, such as aggregate interest and
principal and other payments receive ances and payments to non-trance accounts, aggregate

the collateral pool (i.c. ”) to the holders of the certificates/securities—provided in the

format and mo g d by the NAIC financial modeling vendor.
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Original Source, with respect to a specific set of data, means the Trustee, Servicer or similar entity
that is contractually obligated under the agreement governing the RMBS or CMBS to generate and
maintain the relevant data and information in accordance with standards specified in applicable
agreements or an authorized re-distributor of the same.

Re-REMIC is a securitization backed by (1) otherwise eligible RMBS from one or two transactions;
or (ii) otherwise eligible CMBS from one or two transactions at closing. Re-REMICs cannot acquire
any Underlying Securities after closing.

RMBS stands for residential mortgage-backed securities and means structured securities backed

by non-agency residential mortgages originated in the United States, where the collateral consists of

loans pertaining to non-multi-family homes. That includes prime, subprime and Alt-A mortgages, as

well as home-equity loans, home-equity lines of credit and Re-REMICs of the above. Excludedgfrom

this definition is agency RMBS, where the mortgages are guaranteed by federal and ederx
er

sponsored agencies such as the Government National Mortgage Association (GNMA),
National Mortgage Association (FNMA) or Federal Home LLoan Mortgage Corporation (¢

and loans against manufactured or mobile homes or collateralized debt obligatio

residential mortgage loans originated outside of the United States” t
securities; and 2) can adapt the modeling process to accougl” forganyestructural peculiarities

associated with the jurisdiction in which the mortgage was @igin

Underlying Security means the RMBS or CMBS MIC. A Re-REMIC cannot be

an Underlying Security.

NOTE: The definitions of RMBS and CMBS re tions associated with the financial

modeling process, NAIC credit rating provi

processes, as more fully discussed below andggilay, therefore, be subject to a narrower or a broader
reading in any reporting period. Please cz
scope of the definitions for a giyen rq period.

= It is possible that the
because the financial mo

RMBS and CMBS definitions may be broadened
vendors indicate other collateral or waterfall structures
can be modele
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= NAIC CRPs may adopt different internal conventions with respect to what market or
asset segments are within their rated populations of RMBS, CMBS or ABS. This could
affect the application of the adopted NAIC methodology or require the NAIC to select
which naming process it wishes to adopt.

= Tt is possible that the SSG will acquire analytical assessment capabilities that permit the
assessment of existing, additional or different structured securities that cannot now be
modeled or that are not currently rated.

Price Grids means and refers to CUSIP-specific price matrices containing six price breakpoints; i.c.,
each price corresponding to a specific NAIC Designation category. Each breakpoint on a Price Grid
is the price point that tips the NAIC Designation for the RMBS CUSIP into the next NAIC
Designation (credit quality/credit risk) category. The plural is used because two Price Grids are
generated for any CUSIP. This reflects the difference in RBC for those insurance companie’ that

%

maintain an asset valuation reserve and for those insurance companies that do not.

Official Price Grids means and refers to those generated by the SSG and provided to an ra
company or insurance companies that own the security for regulatory reporting purposes.
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SECTION 3.

POLICIES DEFINING THE NAIC STRUCTURED SECURITIES GROUP

The

a) Directive to Conduct Ongoing Operations
SSG shall conduct the following ongoing operations pursuant to, and in

accordance with, the directives, procedures and instructions described in this Part
Seven and those generally applicable to the SVO or other Staff Functions in this

Manual and other applicable NAIC guidance:

O

(i)
(iif)
(tv)

O

(i)

applicable to the SS®

Develop and maintain expertise related to securitizations, including, but
not limited to, knowledge of: market developments; issues and concerns
related to applicable law; accounting regimes; structures, including waterfall
arrangements, governing the cash flows and performance characteristics of
different types of collateral; and the financial modeling and other

technology relevant to assessing their valuation and risk assessment. \

Collaboration with the SVO to assess credit and other risks on
securitizations including for the purpose of assigning NAIC Desi
e

Collaboration with other NAIC staff functions to facilitate t
regulatory objectives.
Such other analytical assignments assigned or requested b " or

other NAIC Regulator Group. S

b) SSG Regulatory Products \
NAIC Designations

The SSG is authorized to assign NAIC Desigigiions:

Price Grids
The SSG shall generate Price Grifs as

responsibilities under the agment Analysis Service (RTAS) as
specified in Section 6 ¢ as shall otherwise be necessary in

fulfillment of an assigned re

c) Other Applic
Instructions; Resp
Financial Products;
Review

le cs — Application of Analytical
bility for Investment Risk Analysis in New
ess for Placing Securities Under Regulatory

made applicable to the SVO shall be also fully
allowing for differences inherent in structured securities,

analytic ignment given to the SSG and methodologies to be applied by it.
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SECTION 4.

ADMINISTRATIVE AND OPERATIONAL MATTERS

a) Certain Administrative Symbols

The following administrative symbols are used in the Valuation of Securities
(VOS) Products to identify RMBS and CMBS that the NAIC vendor has
confirmed will be subject to the financial modeling methodology described in

Section 6 a) of this Part.

FMR indicates that the specific CUSIP identifies an RMBS that is subject to the
financial modeling methodology.

FMC indicates that the specific CUSIP identifies a CMBS that is subject to the
financial modeling methodology.

The use of these administrative symbols in the VOS Product means the Ruger

should not use the filing exempt process specified in Part Three of this u

for the security so identified.

NOTE: The administrative symbols FMR and FMC are related to symb a
S. r

insurers are required to use in the financial statement reporting pri U

applicable financial statement reporting rules, an insurer usgs th, ) as a
suffix to identify modeled RMBS and CMBS CUSIPs. T@ S inserted
by the insurer in the financial statement as a suffix idpfro e NAIC

Designation category; i.e., 2FM.
b) Quarterly Reporting of RMBS and C
To determine the NAIC Designation to be used _for egly financial statement
reporting for an RMBS or CMBS purchased syfise to the annual surveillance
described in Section 6 a) of this Part, theq ur es the prior year-end modeling
data for that CUSIP (which can b .\ e NAIC) and follows the
i) oiffic Prga adWrdance with, SSAP No, 43R—

instructions in Section 6 a) (il

determined by application of the methodology discussed
Section 6 a) (iif) of this Part, not by the use of credit ratings of
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(B) RMBS and CMBS That Cannot Be Financially Modeled
(1)  But are rated by a CRP

RMBS and CMBS that cannot be financially modeled but that are
rated by a CRP are exempt from filing with the SSG. The NAIC
Designations for these RMBS and CMBS are determined by
application of the filing exemption discussed in this Manual and
SSAP No. 43R, paragraph 25.

(2) Butare not rated by an CRP
RMBS and CMBS that cannot be financially modeled and that are not

rated by a CRP are not filing exempt and must be filed with the SSG
as discussed in Section 6 a) (1ii)) of this Part. O

L 4

()  Filing Exemption for ABS
ABS rated by a CRP are exempt from filing with the SSG pursuar%

filing exemption contained in Part Three of this Manual.

d) Review of Decisions of the SSG

Analytical decisions made through the application of financial gagae not

subject to the appeal process specified in Part One, Section S lanual. In
the absence of an appeal, the SSG shall provide Whate%r lafs

results of financial modeling is possible to any insurer estoit and owns
the security, provided that it is not unduly burdengome®k the SS& to do so. Any
decision made by the SSG that results in the asst, t of Y NAIC Designation
and does not involve financial modeling methodglegy, er developed by the

SSG on its own or in collaboration with the S i ject to the appeal process

in Part One, Section 2 1) of this Manual.gl\
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SECTION 5. REQUIRED DATA AND DOCUMENTS FOR TRANSACTIONS SUBMITTED TO THE SSG

a) General Policy on Required Data and Documentation
The policy statement set forth in this Section 5 a) shall be applicable generally to
any transaction filed with the SSG for an analytical assessment, including, but not
limited to, a Price Grid or for assignment of an NAIC. Any filing with the SSG is
deemed to be incomplete unless the insurer has provided the information,
documentation, and data in quantity and quality sufficient to permit the SSG to
conduct an analysis of the creditworthiness of the issuer and the terms of the
security to determine the requested analytical value. It is the obligation of the
reporting insurance company to provide the SSG with all necessary information.

It is the responsibility of the SSG to determine whether the information provided
is sufficient and reliable for its purposes and to communicate inform#f#fonal
deficiencies to the reporting insurance company. \
b) Documentation Standards and Procedure for &
Surveillance of RMBS and CMBS

(i)  Documentation Standard

In order for an insurer-owned RMBS or CMBS to he ear-
end modeling process, conducted pursuant to Segtio Part, the
dta of the

analysis must be based on information, document@ion P
utmost integrity.

A Legacy Security must meet the Ongoing ma requirements.

An RMBS, CMBS or Re-REMIC that 1s
the Initial Information and On}ging

Security must meet

n requirements. For the
purposes of determining a Re-

closing date of the Re-REM e Qaderlying Security) shall be used.
The SSG may, in its sol ermine that the Initial Information
and/or Ongoing Informatid ficient and/or not reliable to permit

the RMBS or CMBS CUSIP tS&@# cligible for financial modeling. If the
SSG determines that (e Initial Information and/or Ongoing Information
is not sufficient and ot reliable to permit the RMBS or CMBS CUSIP

: odeling, it will communicate this decision to

a dialogue to ascertain whether alternative
that would be deemed sufficient and/or reliable by
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(i)

Initial Information Requirements
An RMBS or CMBS meets the Initial Information Requirements if the

security meets one of the following three conditions:

1. RTAS — The RMBS or CMBS was assigned a preliminary price grid
or designation as described in this Part Seven;

2. Initial Sufficiency Filing — The RMBS or CMBS was reviewed by
SSG through an Initial Sufficiency Filing; or

3. Safe Harbor — The RMBS or CMBS meets the Safe Harbor
requirements.

(A)  Initial Sufficiency Information Filing

An insurance company may file Initial Sufficiency Information wil the
SSG for the purpose of obtaining a determination that an RMBS

CUSIP is eligible for financial modeling under the annual surv ce

process discussed in Section 6 a) (iif) of this Part.
Initial Sufficiency Information is only filed once for any givi RMBE®r

CMBS. Reporting insurance companies are solely responsg ing
the SSG with Initial Information. ¢
A determination by the SSG that a given RMBS or 1s eligible

for financial modeling after an Initial Suffict
subject to the further and continuing oblig e SSG obtain or the
insurer provide the SSG with updated On; nfotvhation close to the
date of the annual surveillance.

Required Documents for Initig en iling — An insurer that
owns an RMBS or a CMB 5hi
available shall provide thed

(1) RMBS

nformation is not publicly

folibwing documentation.

following
= P
= ProSp

applicable, ISDA Schedules and Confirmations or similar

L pinions given in connection with the transaction

y other documents referenced by the above
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®  Third-party due diligence scope document and raw results. If less
than 100% due diligence, detailed description of the loan selection
process.

= Ifapplicable, loan purchase agreements or similar.

= Loan tape.

(2) CMBS
Unless otherwise specified by the SSG in a Modeling Alert, as further

described below, an Initial Filing for a CMBS consists of submission
of Initial Information and Ongoing Information in the form of the

following documentation:
= Pooling and Servicing Agreement or similar. O
= Prospectus, Offering Memorandum or similar.

= Accountant’s comfort letter.

= Ifapplicable, ISDA Schedules and Confirmations or similar.

= Legal opinion given in connection with the transaction.

= Any other documents reference in the above.

= Asset summaries.

= Loan tape. L 4

=  Loan documents, including reliable inform '& e terms of
the transaction; including, but not limi o, finaecial covenants,

events of default, legal remedies

0 information about
financial, contractual or legal aspec saction in form and
substance consistent with indus
= In certain cases, additional s beliw will enable the SSG to
verify and validate inif
securing the CMBS

substance consistentiath best piiictices for typical CMBS issuance.

formation of the property
may be required in form and

= Historical operating statt ind borrower’s budget.

= Underwriter’s lysis of Sabilized cash flow with footnotes of
assumptions
= Property rent roll information.

er data from recognized industry market sources.
gfheering report (Property Condition Assessment).
ental Site Assessment (ESA) — Phase I/Phase 1L

ion related to seismic, flood and windstorm risks.
anchise agreements and ground leases, if applicable.

ment agreements.
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(3) SSG Modeling Alerts

The SSG shall at all times have discretion to determine that
differences in the structure, governing law, waterfall structure or any
other aspect of a securitization or a class of securitization requires
that insurance companies provide Initial Information and/or
Ongoing Information additional to or different from that identified
in this Part Seven. The SSG shall communicate such additional or
different documentation requirements to insurers by publishing a
Modeling Alert on the NAIC website and scheduling a meeting of
the Valuation of Securities (E) Task Force to ensure public

dissemination of the decision.
(B)  Safe Harbor L 4
Safe Harbor options serve as proxies for the Initial Sufficiency ’\

options reflect publicly available information that a third party ha?&
the Initial Information. Because the structured securities marketSy qui

dynamic, the list of Safe Harbor options may change fre

notice and opportunity for comment, as described

Section 5 b) (11) (3) of this Manual. An RMBS or CHgB!

Information requirement if: L 4
b

i. At least two Section 17(g)-7 reports iss&Ne nt CRPs are
er

publicly available; or

ii. A security that is publicly registere e federal Securities

Act of 1933.

An RMBS or CMBS meetg
Ongoing Information is

nformation Requirements if

(1)  Ongoing Information Reguiremeg
O,
0C

G and the relevant third-party
vendor from an Original % SSG, in its sole discretion and in
consultation with the relevant&Qirdéparty vendor, may determine that the
Ongoing Informationgp not suffiffent or reliable to permit a given RMBS
or CMBS CUSIP t financially modeled. However, in making such a
determination, take into account reasonable market practices

and stanghrds.
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(iv) Special Rules for Certain Re-REMICs
Re-REMICs are generally simple restructurings of RMBS or CMBS. An

Initial Sufficiency Filing for a Re-REMIC (a) which is not a Legacy Security
itself but (b) where each Underlying Security 1s a Legacy Security shall not
require submission of information regarding the Underlying Securities. In
most cases, a prospectus for the Re-REMIC will be sufficient. If the SSG
determines that additional information about the Re-REMIC structure or
formation is required, it will communicate this decision to the insurer and

invite a dialogue to ascertain whether additional information is available
that would be deemed sufficient by the SSG.
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SECTION 6. ANALYTICAL ASSIGNMENTS

®

(i1)

(iif)

a) Annual Surveillance of RMBS and CMBS - Modeled and
Non-Modeled Securities — General Instructions

Scope
This Section 6 a) explains the financial modeling methodology applicable

to RMBS and CMBS (defined in Section 2 of this Parf) securitizations and
the book/adjusted carrying value methodology applicable to modeled and
non-modeled securities subject to SSAP No. 43R pan-Backed and
Structured Securities. Please refer to SSAP No. 43R for a description of
securities subject to its provisions. The Valuation of Securities (E) Task

Force does not formulate policy or administrative procedures for statutory
accounting guidance. Reporting insurance companies are responsil& or
determining whether a security 1s subject to SSAP No. 43R and

the appropriate guidance.

Important Limitation on the Definitions of RMBS and CMBS
The definitions of RMBS and CMBS in Section 2 of this Par interiied
solely to permit the SSG to communicate with financial g d

insurance company investors who own RMBS, ar€ @

financial modeling and/or the book/adjusted carryige vialge mpthodology

and their investment advisors to facilitate the pe & v the SSG of
i lo

the financial modeling methodology des

w. 4he definitions
e anu@phould not be used

contained in this Section are not intended f
as accounting or statutory statement i

Readers must refer to SSAP Noggd3R ble accounting guidance
and reporting instructions.

ngible for the filing exemption provided
this Manual because credit ratings of CRPs are no

Haoseve nd CMBS are not submitted to the SSG. Please
re 1) of this Part and Part Three of this Manual for
rela’
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(B)  Use of Financial Modeling for Year-End Reporting for RMBS and CMBS
Beginning with year-end 2009 for RMBS and 2010 for CMBS,
probability weighted net present values will be produced under NAIC
staff supervision by an NAIC-selected vendor using its financial
model with defined analytical inputs selected by the SSG. The vendor
will provide the SSG with a range of net present values for each
RMBS or CMBS corresponding to each NAIC designation category.
The NAIC designation for a specific RMBS or CMBS is determined
by the insurance company, based on book/adjusted carrying value
ranges. Please refer to SSAP No. 43R for guidance on all accounting

and related reporting issues.
(C)  Analytical Procedures for RMBS and CMBS O
The SSG shall develop and implement all necessary proggsses
coordinate the engagement by the NAIC of a vendor &
us

perform loan-level analysis of insurer-owned RMBS and C

S

the vendor’s proprietary models.

RMBS and CMBS Subject to Financial Modeling

(1)  Setting Microeconomic Assumptions an‘St

DS

Not later than September of each yea all begin
working with the vendor to identi e a ptions, stress
scenarios and probabilities (here ¢ el criteria”) the SSG
intends to use at year-end to run th or’s¥inancial model.

(2) Financial Modeling Proc‘ss

Information about the find

ng process can be found
at: www.naic.oro/ siry /R index: structured securities. him.

(3) Use of Net Pfent ValueWind Carrying Value for Financially

For each WoS and CMBS, the financial model
determinegg¥he net present value at which the expected loss

he Qdpoint between the RBC charges for each
. S
*

iparabsses, discounted using the security’s coupon rate

at10n; 1.e., each price point, if exceeded, changes the
ition. Net present value is the net present value of

in case of original 1ssue discount securities to book yield
at original issue and in case of floating rate securities, discounted
using LIBOR curve + Origination spread). Because of the

fference in RBC charge, the deliverable is five values for each
RMBS and CMBS security for companies required to maintain an
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asset valuation reserve (AVR) and five values for companies not
required to maintain an AVR. This is illustrated in the chart

below.
rae | NAIC designation (pre-tax) The NAIC designation for a given modeled RMBS
== REC Midpoint or CMBS CUSIP owned by a given insurance

IIJ l:“" ‘II gl‘:"'" company depends on the insurer’s book/adjusted
A o 3 ':;a.-n carrying value of each RMBS or CMBS, whether
4.5 7.25% that carrying wvalue, in accordance with
10.0%% 20,00 SSAP No. 43R, paragraphs 25 through 206a, is the
LOM tized cost or fair value, and where the
RBC Midpoint SImER _ ’ :
TR T book/adjusted carrying value matches the price
|.3% 2.95% ranges provided in the model output forfpeach
6% 71.30% NAIC Designation; excepr that an RMBS qg C
[hF 16 50%% ‘ ) ) N }
30 a6 5% tranche that has no expected loss under any of th 7e
UL modeling scenarios and that would be equiv

the detailed instructions provided in SSAP No. 43R.

b)

()  Definition

“

Securities Not Modeled by the SSG an
CRP or Designated by the SVO
Securities subject to SSAP No. annot¥be modeled by
the SSG and are not rated by an
SVO are either: (X) assigned ministrative symbol
NR (not rated) (1VOT" T NR will be changed
to ND, meaning “Not jona, effective December 31,

with the SVO; or (Y) assigned
pecial Reporting Instruction; i.e., an

designated by the

2019), requiring s
the NAIC desigfa
NAIC 5GI or
Part Two, Section 5 8

e-star or six-star), as discussed in

Mortgage Refeienced Security

curity is a category of a Structured Note, as
ree, Section 8 of this Manual.

the Structured Note definition, the following are
Mortgage Referenced Security:

ge Referenced Security’s coupon and/or principal payments are

i whole or in part, to prices of, or payment streams from, real
ndex or indices related to real estate, or assets deriving their value
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(itf)

O

(i)

(iif)

from instruments related to real estate, including, but not limited to,
mortgage loans.

Not Filing Exempt
A Mortgage Referenced Security is not eligible for the filing exemption in

Part Three of this Manual but is subject to the filing requirement indicated
in Part Two, Section 2 a) of this Manual.

NAIC Risk Assessment

In determining the NAIC designation of a Mortgage Referenced Security,
the SSG may use the financial modeling methodology discussed in
Section 6 a) of this Part, adjusted to the specific reporting and accounting

requirements applicable to Mortgage Referenced Securities.

c) The RTAS — Emerging Investment Vehicle
Purpose

Price grids are generated for the exclusive use of insurance comp&

Grids by following the instructions in SSAP No. gokediand
Structured Securities to derive a final NAIC Designady
CMBS, which they use to derive the RBC appipab

CMBS. Please refer to SSAP No. 43R for a plaftion of the
applicable procedure.

Extension of Authority

The procedure specified in Part Four, Sgmgi this Manual for the

authorized to determine
d CMBS pursuant to

probable regulatory treatment f
Section 5 a) of this Part or fg ecQitics, where, in the opinion of the
" gaawould yield the necessary analytical

SVO 1is extended to the SSG, %d thil' S

Interpretation
To facilitate thy

referen
the SSG

context.

aseWherever in Part Four, Section 2 of this Manual,

SVO, it shall be read to also refer to and apply to
differences in the operational or methodological
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(iv)

Part Four, Section 2 of this Manual shall also be read as authority for
collaboration between SVO and SSG staff functions so as to encompass

RTAS assignments that require the use of SVO financial, corporate,
municipal, legal, and structural analysis and related methodologies, as well
as of financial modeling methodologies.

T'ranslation of Preliminary into Official Price Grids
Price Grids generated by the SSG pursuant to an RTAS under Section 6 ¢)

of this Part are preliminary within the meaning of that term as used in
Part Four, Section 2 of this Manual and, accordingly, cannot be used for

official NAIC regulatory purposes.

Preliminary  NAIC  Designations are translated into  official
NAIC Designations by the SVO when an insurance company pur S
and files the security and the SVO conducts an official ass e

However, this Manual does not require the filing of RMBS an
subject to financial modeling methodology with the SSG. It s,
necessary to specify a procedure for the translation of preliy

Grids into official Price Grids that can be used for ory
purposes.

- o * .
Preliminary Price Grids generated by the SSG be@yne cial Price
Grid within the meaning of this Section when af¥ins e company has

purchased the security for which the I was generated and
reported that security for quarterly repor urpOdes using the SSG-
generated Price Grid.

A Price Grid for a security report& surgnce company for quarterly
- cOplu
a

reporting is effective until e next annual surveillance
tW@hich the time the Price Grids
be the official Price Grid for that

pursuant to Section 6 a)
generated by the SSG at
security.
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