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an asset class while similar asset classes remain the same. Finally, factors to consider may include impacts on asset 
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The due diligence framework should include strengthening insurance 
investors’ own internal credit risk management capabilities in line 
with the investment management requirements in the NAIC 
Examiners Handbook.  
 
We oppose authorizing the SVO to notch a CRPs rating that would 
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complex securities such as structured products. A strong due diligence 
process to help the SVO determine instances where CRP ratings may 
not capture the nature or level of risk that C1 RBC is meant to address 
will be a critical element in a renewed investment regulatory 
framework. 

Regulators Response:  Comments supported the Framework proposal to develop a due diligence 
framework over the use of CRPs. 
Moody’s  Comments are focused on proposing the NAIC develop a review 

process in support of SVO discretion that is narrowly focused on 
potential differences in the meaning of ratings across CRPs in 
particular sectors, asset classes, or between public and private 
ratings, and this should be data driven. Otherwise, other due diligence 
would be redundant with regulation by the SEC. Comments also 
suggest relying to a greater extent on market discipline to drive 
greater consistency in ratings from different CRPs. The comments also 
suggest expanding the scope, depth, and frequency of the NAICs 
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broad approach when considering emerging risks, even if only a small number 
of insurers are investing in a particular asset class.  

Regulators Response: Comment is generally supportive of the concept and regulators recognize 
multiple details are yet to be determined. 
RRC  We encourage NAIC to expand this monitoring beyond bonds to other invested 

assets and to also look beyond credit risk to market and liquidity risk. We 
encourage the NAIC to seek assistance from appropriate experts/advisors in 
how these risks should be reviewed by the SVO in a future process.  

Regulators Response: Members agree that the risk analysis capabilities contemplated in the 
Framework should be broader than just bonds and credit risk. Comment is generally supportive of the 
concept and regulators recognize multiple details are yet to be determined. 
Regulators Views on Section III 
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American 
Investment 
Council 

 The NAICs current plans to begin financial modeling CLOs in January 2024 is 
inconsistent with the E Committee’s observations (Holistic Framework) and 
recent presentations by the American Academy of Actuaries. This timeline 
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#5-Build Out a Broad Policy Advisory Function that can recommend future policy changes. If needed, hire key 
external consultants to be on retainer. This would be akin to the use of the AAA of similar for RBC and reserving.  
 

Commentor  Comments 
ACLI  
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#6-Establish a Broad Investment Working Group under E Committee that acts in an advisory capacity to various 
investment items (similar to FAWG/VAWG) including 1) review of bond reporting under new principles-based 
bond definition 2) challenges to individual designations provided by CRPs; 3) review of work provided by 
external consultants.  
 

Commentor  Comments 
ACLI  We especially emphasize the need for confidentiality, structured similar to 

FAWG and VAWG, but also a need for both regulator only and industry 
transparency and understanding.  

Regulators Response: Comment is generally supportive of the concept, particularly if group is focused 
on the “big picture.” Regulators recognize multiple details yet to be determined. 
Anderson 
Insights 

 Notes a working group could be charged with overseeing the performance 
of the SVO. 

Regulators Response: Comment is generally supportive of the concept, noting workings groups have 
existed in the past to serve various functions. Regulators recognize multiple details yet to be 
determined.   
Alternative 
Credit Council 

 Would allow greater integration and communication between groups on 
accounting, valuation, and capital.  

Regulators Response: Comment is generally supportive of the concept and regulators recognize 
multiple details yet to be determined. 
Lease-Backed 
Securities WG 

 Supportive that acts as an advisor to the SVO and that facilitates 
coordination between NAIC groups.  

Regulators Response: Comment is generally supportive of the concept and regulators recognize 
multiple details yet to be determined. 
Met Life  But clear parameters will be required to avoid introducing new, 

cumbersome bureaucratic processes.  
Regulators Response: Comment is generally supportive of the concept and regulators recognize 
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Regulators Response: Comment is generally supportive of the concept and regulators will incorporate 
into the broader review of a centralized investment expertise at the NAIC. 
Lease-Backed 
Securities WG 

 Task Force should have a more active role and the current name does not 
reflect the SVOs current responsibilities. (Suggests also the P&P Manual is 
disorganized and self-contradictory) 
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Met Life  We agree that the RBC approach should be developed in a way that 
minimizes the incentives and opportunities for market participants to 
engage in capital arbitrage.  We would argue that for larger sectors of 
structured securities such as RMBS, CMBS, and CLOs, for which collateral has 
a reasonable level of homogeneity this goal can more effectively and 
efficiently be achieved through a security modeling and mapping approach 
than through a wholesale revision of RBC factors – in fact, such a process has 
been successfully in place for RMBS and CMBS for over a decade. For less 
homogenous sectors such as ABS, a simplified approach like the factor 
multiplier discussed in the prior section could be applied rather than 
developing new factors from scratch, which will likely be a highly impractical 
endeavor.   

Regulators Response: Regulators note these technical discussions will continue at RBC IRE WG and 
VOSTF, with a focus on coordination. 
NAMIC


