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2024 Fall National Meeting 
Denver, Colorado 
 
VALUATION OF SECURITIES (E) TASK FORCE 
Sunday, November 17, 2024 
2:30 p.m. - 3:30 p.m.  
Gaylord Rockies Hotel—Aurora Ballroom B—Level 2 
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AGENDA 
 
Discuss and Consider Adoption of: 
 

 

1. Its Oct. 1 and Summer National Meeting Minutes 



Attachment One 
Valuation of Securities �~E) Task Force 

11/17/24 

Draft Pending Adoption 

© 2024 National Association of Insurance Commissioners 1 

Draft: 10/14/24 

Valuation of Securities (E) Task Force 
Virtual Meeting 
October 1, 2024 

The Valuation of Securities (E) Task Force met Oct. 1, 2024. The following Task Force members participated: 
Doug Ommen, Chair, represented by Carrie Mears (IA); Andrew N. Mais, Vice Chair, represented Kenneth 
Cotrone (CT); Lori K. Wing-Heier represented by David Phifer (AK); Mark Fowler represented by Sheila Travis 
and Sanjeev Chaudhuri (AL); Ricardo Lara represented by Laura Clements (CA); Michael Yaworsky represented 
by Ray Spudeck (FL); Dean L. Cameron represented by Eric Fletcher (ID); Vicki Schmidt represented by Tish 
Becker (KS); Timothy J. Temple represented by Bill Werner (LA); Marie Grant represented by Greg Ricci (MD); 
Chlora Lindley-Myers represented by Debbie Doggett (MO); Jon Godfread represented by Matt Fischer (ND); 
D.J. Bettencourt represented by Jennifer Li (NH); Justin Zimmerman represented by David Wolf (NJ); Adrienne
A. Harris represented by Bob Kasinow (NY); Judith L. French represented by Cameron Piatt (OH); Glen
Mulready represented by Eli Snowbarger (OK); Cassie Brown represented by Amy Garcia (TX); Jon Pike
represented by Jennifer Heaps (UT); Scott A. White represented by Doug Stolte and Greg Chew (VA); Mike
Kreidler represented by Katy Bardsley (WA); and 
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or other language that would be impacted by the definition’s inclusion of the “receipt of full and timely 
principal and expected interest,” and update those references, as necessary. One suggestion was to change 
the following proposed language in Part One, paragraph 32, “This process is distinct from the SVO’s  

assessment of an investment’s risk, which results in an NAIC Designation,” to “This process is distinct from the 
SVO’s investment risk assessment, which results in an NAIC Designation.” With the Task Force’s approval, the 
amendment would be updated with that change in the exposure.  

Mears directed the SVO to expose the P&P Manual amendment, including the change to remove references 
to Subscript-S and update references to investment risk, for a 30-day public comment period ending Nov. 1. 
The goal is to adopt the amendment at the Fall National Meeting. 

2. Exposed a Proposed P&P Manual Amendment to Update the List of NAIC CRPs and the NAIC Policy on the
Use of CRP Credit Ratings

Mears said the next agenda item was an update to the previously exposed P&P Manual amendment to update 
the List of NAIC Credit Rating Providers (CRPs), with an addition to clarify the NAIC’s use of CRP ratings. A 
suggestion was made regarding the CRP status amendment to clarify some confusion caused by the difference 
between the two asset-backed security (ABS) definitions. The ABS definition in Statement of Statutory 
Accounting Principles (SSAP) No. 43—Asset-Backed Securities that will be effective Jan. 1, 2025, with the 
principles-b
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3. Adopted a Revised Proposed Amendment to the P&P Manual to Update the Definition of an NAIC
Designation

Mears said the next item on the agenda is to discuss and consider for adoption a revised proposed P&P Manual 
amendment to update the definition of an NAIC designation.  

Marc Perlman (NAIC) said that, as mentioned at previous meetings, NAIC designations are currently explained 
and defined in both Parts One and Two of the P&P Manual. The exposed amendment is the latest iteration in 
an attempt to consolidate the explanations and definitions into Part One because what constitutes an NAIC 
d
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methodologies. Furthermore, it does not release rationales, which the U.S. Securities and Exchange 
Commission (SEC) requires of all CRPs. There is no written explanation of how an NAIC designation is 
determined. Compared to what the SEC requires of the rating agencies, this is less robust and not as auditable 
or able to be overseen as is the case with the rating agencies. Rating agencies, however, produce credit 
ratings. Now, the SVO proposes to measure investment risk. Anderson said it is probably workable and 
acceptable not to have proprietary methodologies for credit risk, which is what the SVO is doing now; 
however, when it comes to investment risk, Anderson explained that he does not know of any existing 
methodologies. It would be necessary to have the actual procedures for how investment risk is going to be 
determined in the P&P Manual. There are methodologies that exist in the real world for credit risk, but 
Anderson said that as far as he knows, there is no real methodology for investment risk. Anderson suggested 
that those methodologies be a part of this proposal so that they can be complete and operational.  

Mears said as a reminder that this is just the definition and that there is no procedural component. As it 
stands, the Task Force expects the bond definition to go into place next year, which may result in some 
investments being filed with the SVO for analysis. She said that, when appropriate, there may be a need to 
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that are presented across the board. State insurance regulators do not desire to limit the SVO to a single 
methodology that would preclude the use of others. Also, the SVO’s use of a particular methodology from a 
rating agency should not be construed as validation of one CRP over another.  

A few comment letters mentioned that rating agencies are “accredited.” As explained in previous meetings, 
the SEC’s Office of Credit Ratings (OCR) is tasked with recognizing nationally recognized statistical rating 
organizations (NRSROs). The SEC’s oversight does not include the validation or endorsement of rating agency 
methodologies or ratings. Such endorsement is expressly prohibited by the Credit Rating Agency Reform Act 
of 2006. Likewise, the NAIC and state insurance regulators, making up a state-based organization, are 
prohibited from regulating credit ratings and methodologies. The NAIC’s interest is purely as a consumer of 
ratings and how it uses those ratings in its insurance regulatory processes.  

There was concern that the NAIC might sell confidential data. The NAIC absolutely does not sell confidential 
data it receives. There is already a component in Part Two of the P&P Manual addressing this concern: “The 
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There was a request to add more specificity around the timeline for review. The SVO cannot be certain how 
long it will take for the information to be submitted, how long discussions with insurers will last as they want 
to be fulsome, the complexity of the investments they will be reviewing, and the availability of all the parties 
to meet. Given all these unknowns, setting a specific deadline for the SVO would be difficult. The SVO and 
overseeing state insurance regulators expect 



Attachment Two 
Valuation of Securities �~E) Task Force 

11/17/24 

Draft Pending Adoption 

© 2024 National Association of Insurance Commissioners 6 

dated July 30, 2024. As noted in that accompanying memorandum, the updates include the following:   1) 
clarification that the process will be consistently applied across all CRPs; 2) defining the term “authorized 
insurers;” 3) clarification regarding the SVO’s written summary of its analysis during the review phase; 4) 
including other authorized parties to discuss the security with the SVO; 5) the Investment Analysis Office (IAO) 
will communicate in writing its opinion of the appropriate NAIC designation category; 6) the annual summary 
will be anonymized and will not disclose information on specific securities, CRPs, or impacted insurers; 7) the 
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end. I
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and the Committee welcomes comments. Mears suggested that Rapert tie some of these issues to that RFP 
since those would be happening first and allow for robust discussion. State insurance regulators review 
investments all the time. There are multiple investments for which she asks insurers for more information, 
such as the rating report and certain details embedded in the regulatory process. When we put something 
under review, in many cases, it is just to get more information. It is contemplated, even in this process, that 
that could be the end of it. We would not want to create undue concern or harm with the automatic 
notification of that process. It would probably feel like a lot since that is a regulators job. Mears said Rapert’s 
comments and concerns are well-heard and understood. Many of those can be addressed through what is laid 
out in the Committee’s RFP, the Framework's diligence process, and the required communication. This 
discretion proposal is meant to be a backstop to the CRP due diligence process in the Framework, and the Task 
Force would encourage Egan-Jones Ratings Company and any of the CRPs to read through that and provide 
comments on how -
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Mears said the next item on the agenda is to discuss and consider for exposure a proposed P&P Manual 
amendment to require annual reviews for Regulatory Transactions.  

Therriault said t
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to potentially get an 
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306. The SVO or SSG is authorized to conduct an analytical assessment on behalf of any
state insurance department that requests such assistance. If the state insurance department
of the insurer’s state of domicile requests such assistance, the SVO shall engage in the
requested analytical assessments of the security component of the Regulatory Transaction.
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Definition of SVO Analytical Value 

310. An SVO Analytical Value produced by the SVO is an expression of the credit quality
of the security component of a Regulatory Transaction which is expressed with the
numerical symbols 1 through 6 in the case of a Regulatory Transaction within the reporting
paradigm associated with the RTS code and can be expressed with the grade indicated by
the letters A through G for Analytical Value of 1, and three delineations each for the
Analytical Value 2, 3, 4 and 5 indicated by the letters A, B and C, and one delineation for
Analytical Value 6. In the case of the security component of a Regulatory Transaction
within the reporting paradigm associated with the RT code the SVO has not developed
the SVO Analytical Value but in that case the Value is expressed with the numerical
symbol 6.

Codes and Their Meaning 

311. RTS is reported for the security component of a Regulatory Transaction for which:

�ƒ A state insurance department requested SVO assistance in assessing the credit
quality of the security component of the Regulatory Transaction; and

�ƒ The SVO provided an SVO Analytical Value for the security to the department;
and

�ƒ The department thereafter directed its insurer to report the SVO Analytical Value.

For the security component of a Regulatory Transaction within the RTS reporting 
paradigm, the reporting entity reports the analytical value it received from the department, 
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312. RT is reported for the security component of a Regulatory Transaction for which:

�ƒ A state insurance department did not request assistance from the SVO in assessing
the credit quality of the security component of the Regulatory Transaction; or

�ƒ The department requested the assistance of the SVO but the SVO determined the
security component of the Regulatory Transaction was not an Investment Security
if engaged in on a stand-alone basis; or

�ƒ The SVO was unable to provide an SVO Analytical Value for the security
component of the Regulatory Transaction.

For the security component of Regulatory Transactions within the RT reporting paradigm, 
the reporting entity always self-assigns and reports the SVO Analytical Value 6; e.g., 6 RT. 

Annual Updates and Material Changes 

313. SVO or SSG determinations of an SVO Analytic Value are only applicable for the
calendar year of the request and do not represent a permanent assessment of the risk of
the Regulatory Transaction.  The SVO Analytic Value will be withdrawn by the SVO the
calendar year after it was requested, consistent with all other Initial and Annual
assessments of investment risk in this Manual.  In the absence of an updated assessment,
the insurance company, with the insurance department’s approval, will need to self-assign
and report the SVO Analytical Value 6; e.g., 6 RT.

314. If the insurance company and/or insurance department requests an updated SVO
Analytic Value for a subsequent calendar year, the SVO or SSG will reassess the Regulatory
Transaction consistent with other Annual assessments of investment risk in this Manual.
The insurer is expected to provide the necessary information to the SVO or SSG for its
review. Any missing information will be requested by the SVO or SSG and expected to be
provided promptly by the insurance company consistent with the Informational
Deficiencies instructions in this Manual.  At the completion of its assessment the SVO or
SSG will inform the insurance company and insurance department of the updated SVO
Analytic Value.

315. If the insurer becomes aware of a material change to the Regulatory Transaction at any
time, it is the responsibility of the insurance company to provide the 
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TO:  Carrie Mears, Chair, Valuation of Securities (E) Task Force 
Members of the Valuation of Securities (E) Task Force  

FROM: Charles A. Therriault, Director, NAIC Securities Valuation Office  
Marc Perlman, Managing Investment Counsel, NAIC Securities Valuation Office 
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PART ONE  
POLICIES  OF THE  NAIC  VALUATION  OF SECURITIES (E) TASK

FORCE  
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PART THREE  
SVO PROCEDURES AND METHODOLOGY FOR PRODUCTION

OF NAIC  DESIGNATIONS  
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LIST OF NAIC  CREDIT RATING PROVIDERS 

58.The CRPs that provide Credit Rating Services to the NAIC are:

�ƒ
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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.  

https://naiconline.sharepoint.com/teams/SVOVOSTaskForce/Shared Documents/Meetings/2024/2024-10-01 
VOSTF Interim Meeting/02-CRP status/2024-015.02 PP_Manual_Amend_CRP_NRSRO_Status v2.docx 
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We believe that this additional language would further clarify the confusion/ambiguity that may 
exist as to the impact of the recent changes.  Specifically, we believe that the additional language 
would assist in any confusion insurers and third parties may have over which definition controls when 
determining whether a CRP is authorized to be used as part of the FE process. 

Thank you again for allowing us the opportunity to submit this comment letter. We welcome 
additional engagement with the VOSTF and appreciate your attention to these important requested 
changes. 

Sincerely 

Eric Mandelbaum 
General Counsel
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TO:  Carrie Mears, Chair, Valuation of Securities (E) Task Force 
Members of the Valuation of Securities (E) Task Force  

FROM: Charles A. Therriault, Director, NAIC Securities Valuation Office  
Marc Perlman, Managing Investment Counsel, NAIC Securities Valuation Office 
Eric Kolchinsky, Director, NAIC Structured Securities Group and Capital Markets 
Bureau 

RE:  Proposed P&P Manual Amendment to Update the List of NAIC Credit Rating 
Providers (CRP) and the NAIC Use of CRP Credit Ratings 

DATE:  
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PART ONE  
POLICIES  OF THE  NAIC  VALUATION  OF SECURITIES (E) TASK
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LIST OF NAIC  CREDIT RATING PROVIDERS 

58.
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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.  

https://naiconline.sharepoint.com/teams/SVOVOSTaskForce/Shared Documents/Meetings/2024/2024-10-01 
VOSTF Interim Meeting/02-CRP status/2024-015.02 PP_Manual_Amend_CRP_NRSRO_Status v2.docx 
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ABOUT THE NAIC,  THE VALUATION OF SECURITIES (E) TASK FORCE AND THE SVO

… 

The VOS/TF and the SVO Staff 

4. The NAIC has determined that credit quality the assessment of investment risk, which
includes credit quality, of insurance company investments provide a sound empirical
anchor for certain regulatory functions related to financial solvency regulation. The
VOS/TF formulates and implements NAIC’s credit investment risk assessment and
related policies. The SVO is the professional staff assigned to support the VOS/TF. The
SVO conducts credit quality investment risk assessments of securities owned by state-
regulated insurance companies and performs such other duties specified by VOS/TF in
this Manual or assigned by other NAIC regulator groups, from time to time.

… 
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POLICIES PERTAINING TO SVO AND SSG OPERATIONS 

… 

NAIC Designations Do Not Communicate Statutory Accounting or Reporting 

32.The assessment of investment credit risk for an obligation or asset, as specified in the
P&P Manual, is a separate and distinct process from the determination of statutory
accounting or reporting under the AP&P Manual. The manner in which an NAIC
Designation is used within statutory accounting guidance is limited to that, if any,
specified in a Statement of Statutory Accounting Principles (SSAP) and cannot be
derived or implied by language in the P&P Manual. Obtaining an NAIC 
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FILING SECURITIES WITH THE SVO 

Filing Requirements 

53. Initial  – Insurers that file a security must provide the SVO with the information
necessary to evaluate the credit investment risk for the security.

54.Annual – Insurers that file a security are also required to provide the SVO with the
information necessary to evaluate the credit investment risk for the security on an annual
basis.

… 

APPLICATION OF THE FE PROCEDURE TO SPECIFIC POPULATIONS  

… 

85.NAIC Designation is Capped to Highest NAIC CRP Rating – The SVO shall not
assign an NAIC Designation for a security that has a credit rating assigned by an NAIC
CRP when the NAIC Designation would express an opinion of credit quality investment
risk higher than that indicated by the rating assigned by the NAIC CRP, except that the
SVO may assign the NAIC Designation it deems appropriate to Municipal bonds and
Military housing bonds or securities.

. . . 

87.Unrated Transaction of Issuer with NAIC CRP-Rated Debt – When an insurer files
an unrated security of an issuer that has another issue rated by an NAIC CRP, SVO may
consider the rated issue and its position in the capital structure of the issuer to arrive at
an NAIC Designation for the unrated security, provided staff first consults with the
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PART TWO  
OPERATIONAL AND ADMINISTRATIVE INSTRUCTIONS

A
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THE REGULATORY TREATMENT ANALYSIS S
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GENERAL CORPORATE AND MUNICIPAL METHODOLOGY  FOR INDEPENDENT CREDIT
QUALITY  INVESTMENT RISK ASSESSMENT 

… 

VALUATION AND CREDIT INVESTMENT RISK ASSESSMENT OF DEFAULTED SECURITIES

AND  ANALYTICAL  CONVENTION S 

General Instructions 

71. Issuers of defaulted securities often emerge from reorganization or private restructuring
and their pre-
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SUBSIDIARY, CONTROLLED AND AFFILI ATED (SCA) AND RELATED PARTY BOND  OR
PREFERRED STOCK INVESTMENTS  

… 

256. Bonds – 
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258. SCA and Related Party Filing Exempt Investments – 







http://www.naic.org/documents/svo_rtas_app.pdf
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MUNICIPAL BONDS 

… 

Industrial Development Revenue Bonds; Pollution Control Bonds 

315. In the case of an industrial development revenue bond or a pollution control bond,
the methodology applied by the SVO to assess credit investment risk may derive from
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Senior Director, Accounting Policy 
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October 31, 2024 

Ms. Carrie Mears 
Chair, Valuation of Securities (E) Task Force (VOSTF) 
National Association of Insurance Commissioners (NAIC) 
110 Walnut Street, Suite 1500 
Kansas City, MO 64106-2197 

Re: Proposed P&P Manual Amendment to Remove References to Subscript-S and Update 
References to Investment Risk 

Dear Ms. Mears: 

The under



Per the P&P Manual, the sections related to Notching include the following: 

• Definition and Purpose
• Notching NAIC Designation Categories (to Reflect Credit Risk)
• Methodology
• SVO Guidelines for Notching
• Notching Investment Grade Issuers
• Notching for Non-Investment Grade Issuers
• Notc
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