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The NAIC is the authoritative source for insurance industry information. Our expert solutions support 
the efforts of regulators, insurers and researchers by providing detailed and comprehensive insurance 
information. The NAIC offers a wide range of publications in the following categories: 

Accounting & Reporting
Information about statutory accounting principles 
and the procedures necessary for filing financial 
annual statements and conducting risk-based 
capital calculations.

Special Studies
Studies, reports, handbooks and regulatory 
research conducted by NAIC members on a variety 
of insurance-related topics.

Consumer Information
Important answers to common questions about 
auto, home, health and life insurance — as well as 
buyer’s guides on annuities, long-term care 
insurance and Medicare supplement plans.

Statistical Reports
Valuable and in-demand insurance industry-wide 
statistical data for various lines of business 
including auto, home, health and life insurance.

Financial Regulation
Useful handbooks, compliance guides and reports 
on financial analysis, company licensing, state 
audit requirements and receiverships.

Supplementary Products
Guidance manuals, handbooks, surveys and 
research on a wide variety of issues.

Legal
Comprehensive collection of NAIC model laws, 
regulations and guidelines; state laws on insurance 
topics; and other regulatory guidance on antifraud 
and consumer privacy.

Capital Markets & Investment Analysis
Information regarding portfolio values and 
procedures for complying with NAIC reporting 
requirements.

Market Regulation
Regulatory and industry guidance on market-
related issues, including antifraud, product filing 
requirements, producer licensing and market 
analysis.

White Papers
Relevant studies, guidance and NAIC policy 
positions on a variety of insurance topics.

NAIC Activities
NAIC member directories, in-depth reporting of 
state regulatory activities and official historical 
records of NAIC national meetings and other 
activities.
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What RBC Pages Should Be Submitted? 

For year-end 2017 fraternal RBC, submit hard copies of 
pages FR001 through FR049 to any state that requests a 
hard copy. A hardcopy is not required to be submitted to 
the NAIC.  

If any actuarial certifications are required per the RBC 
instructions, those should be included as part of the hard-
copy filing. Other pages, such as the mortgage and real 
estate worksheets, do not need to be submitted, but they 
still need to be retained by the company as documenta-
tion. 

Risk-Based Capital Level of Action 

As a result of the adoption of agenda item 2017-01-L-
RBC Ratio by the Capital Adequacy (E) Task Force at 
the Spring National Meeting,  a line was added to FR034 
Risk-Based Capital Level of Action to show the Author-
ized Control Level RBC ratio to be consistent with the 
other RBC formulas and to simplify data pulls.  

XXX/AXXX Reinsurance Primary Security 
Shortfall by Cession 
As a result of the adoption of agenda item 2017-02-L 
Primary Security Shortfall Instruction Change by the 
Capital Adequacy (E) Task Force on its June 28 confer-
ence call,  changes were made to the instructions to 
clarify only list cessions subject to  Actuarial Guideline 
XLVIII—Actuarial Opinion and Memorandum Require-
ments for the Reinsurance of Policies Required to be 
Valued Under Sections 6 and 7 of the NAIC Valuation of 
Life Insurance Policies Model Regulation (AG 48). For 
treaties that include some policies subject to AG 48 and 
some policies subject to the Term and Universal Life 
Insurance Reserve Financing Model Regulation (#787),
only the portion of the cession regulated by AG 48 is to 
be included

Operational Risk 

As a result of a technical issue that was presented during 
the June 28 Capital Adequacy (E) Task Force conference 
call, implementation of a risk factor for Operational Risk 
has been deferred for at least a year.  The Task Force 
adopted agenda item 2016-13-O at the Spring National 
Meeting and modified it on its June 28 conference call. 
At the Spring National Meeting, the Task Force, in 
essence, voted to “go live” for 2017 reporting by adopt-
ing the structural change to remove the proxy-based 
approach, move the “add-on” approach for basic opera-
tional risk to page FR031 and retain the growth risk por-
tion of the information only page. On its June 28 confer-
ence call, the Task Force adopted the operational risk 
instructions but voted to reduce the recommended RBC 
charge from 1.5% to 0% for 2017 to allow the Operation-
al Risk (E) Subgroup to address the technical concerns 
raised. 

In This Issue:
What RBC Pages to Submit .......................................... 1 
Risk-Based Capital Level of Action .............................. 1 
XXX/AXXX Reins. Primary Sec. Shortfall .................. 1 
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Unaffiliated Common Stock Money Market Mutual 

Funds .......................................................................... 2 
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Contact Information ...................................................... 2 
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lished annually or whenever needed by the NAIC for 
insurance regulators, professionals and consumers. 

Direct correspondence to: Dave Fleming, RBC Newslet-
ters, NAIC, 1100 Walnut Street, Suite 1500, Kansas City, 
MO 64106-2197. Phone: (816) 783-8121. Email: dflem-
ing@naic.org. 
Address corrections requested. Please mail the old 
address label with the correction to: NAIC Publications 
Department, 1100 Walnut Street, Suite 1500, Kansas 
City, MO 64106-2197. Phone: (816) 783-8300. Email: 
prodserv@naic.org. 

Money Market Mutual Funds 

As a result of the reclassification of money market mu-
tual funds (MMMFs) to cash equivalents by the Statu-
tory Accounting Principles (E) Working Group, the 
Capital Adequacy (E) Task Force  adopted agenda item 
2016-15-CA at the Spring National MMMFs will be 
isolated on their own line on the Miscellaneous Assets 
schedule and subtracted from the cash equivalents. The 
Annual Statement Source will be Schedule E, Part 2, 
Column 7, Line 8599999.  

Unaffiliated Common Stock MMMFs 

As a result of the adoption of agenda item 2017-06-CA, 
by the Capital Adequacy (E) Task Force  on the June 28 
conference call, the factor was modified to 0% on Line 
(22) on FR005 Unaffiliated Preferred and Common 
Stock. The purpose of the modification is to avoid the 
double counting of MMMFs in both cash equivalents 
and common stock. The instructions were also revised 
to reflect the change.

Stop Loss

 As a result of the adoption of agenda item 2016-17-CA 
by the Capital Adequacy (E) Task Force at the Spring 
National Meeting, a tiered factor approach will be ap-
plied to Stop Loss premiums. A footnote was added to 
apply a factor of 0.350 to the first $25 million in stop 
loss premium and a factor of  0.250 to premium in ex-
cess of $25 million.

Supplemental Benefits within Stand-Alone 
Medicare Part D Coverage 

As a result of the adoption of agenda item 2016-16-CA 
by the Capital Adequacy (E) Task Force at the Spring 
National Meeting, the factor for Supplemental Benefits 
within Stand-Alone Medicare Part D Coverage was in-
creased to 0.500 and will be applied to claims incurred.
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uc

in
g 

la
nd

.  
(s

ee
 N

ot
e 

6)
 

(2
9)

 
90

 d
ay

s p
as

t d
ue

? 
In

pu
t 

En
te

r ‘
Y

es
’ i

f p
ay

m
en

ts
 a

re
 9

0 
da

ys
 p

as
t d

ue
. 

(3
0)

 
In

 p
ro

ce
ss

 o
f f

or
ec

lo
su

re
? 

In
pu

t 
En

te
r ‘

Y
es

’ i
f t

he
 lo

an
 is

 in
 p

ro
ce

ss
 o

f f
or

ec
lo

su
re

. 
(3

1)
 

Is
 c

ur
re

nt
 p

ay
m

en
t l

ow
er

 
th

an
 a

 p
ay

m
en

t b
as

ed
 o

n 
th

e 
Lo

an
 In

te
re

st
? 

In
pu

t 
Y

es
 / 

N
o 

(3
2)

 
Is

 lo
an

 in
te

re
st

 a
 fl

oa
tin

g 
ra

te
? 

In
pu

t 
Y

es
 / 

N
o 

(3
3)

 
If

 n
ot

 fl
oa

tin
g,

 d
oe

s l
oa

n 
re

se
t d

ur
in

g 
te

rm
? 

In
pu

t 
Y

es
 / 

N
o 

- S
om

e 
fix

ed
 ra

te
 lo

an
s d

ef
in

e 
in

 th
e 

lo
an

 d
oc

um
en

t a
 c

ha
ng

e 
to

 a
 n

ew
 ra

te
 d

ur
in

g 
th

e 
lif

e 
of

 th
e 

lo
an

, w
hi

ch
 

m
ay

 b
e 

a 
pr

e-
de

te
rm

in
ed

 ra
te

 o
r m

ay
 b

e 
th

e 
th

en
 c

ur
re

nt
 m

ar
ke

t r
at

e.
  G

en
er

al
ly

 a
ny

 su
ch

 c
ha

ng
es

 a
re

 le
ss

 fr
eq

ue
nt

 th
an

 
an

nu
al

.  
 

(3
4)

 
Is

 n
eg

at
iv

e 
am

or
tiz

at
io

n 
al

lo
w

ed
? 

In
pu

t 
Y

es
 / 

N
o 

(3
5)

 
A

m
or

tiz
at

io
n 

Ty
pe

? 
In

pu
t 

1 
= 

fu
lly

 a
m

or
tiz

in
g 

 
2 

= 
am

or
tiz

in
g 

w
ith

 b
al

lo
on

 
3 

= 
fu

ll 
 I/

O
 

4 
= 

 p
ar

tia
l I

/O
, t

he
n 

am
or

tiz
in

g 
(3

6)
 

R
ol

lin
g 

A
ve

ra
ge

 N
O

I 
C

om
pu

ta
tio

n 
Fo

r 2
01

3 
– 

10
0%

 o
f N

O
I 

Fo
r 2

01
4 

– 
65

%
 N

O
I +

 3
5%

 N
O

I P
rio

r 
Fo

r 2
01

5 
– 

50
%

 N
O

I +
 3

0%
 N

O
I P

rio
r +

 2
0%

 N
O

I 2
nd

 P
rio

r 
Fo

r l
oa

ns
 o

rig
in

at
ed

 o
r v

al
ue

d 
w

ith
in

 th
e 

cu
rr

en
t y

ea
r, 

us
e 

10
0%

 N
O

I. 
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Fo
r l

oa
ns

 o
rig

in
at

ed
 2

01
3 

or
 la

te
r a

nd
 w

ith
in

 2
 y

ea
rs

, u
se

 6
5%

 N
O

I a
nd

 3
5%

 N
O

I P
rio

r 
(3

7)
 

R
B

C
 D

eb
t S

er
vi

ce
 

C
om

pu
ta

tio
n 

Th
e 

am
ou

nt
 o

f 1
2 

m
on

th
ly

 p
rin

ci
pa

l a
nd

 in
te

re
st

 p
ay

m
en

ts
 re

qu
ire

d 
to

 a
m

or
tiz

e 
th

e 
To

ta
l L

oa
n 

B
al

an
ce

 (1
3)

 u
si

ng
 a

 
St

an
da

rd
iz

ed
 A

m
or

tiz
at

io
n 

pe
rio

d 
of

 3
00

 m
on

th
s a

nd
 th

e 
A

nn
ua

l L
oa

n 
In

te
re

st
 R

at
e 

(1
7)

.  
(3

8)
 

R
B

C
 D

C
R

 
C

om
pu

ta
tio

n 
Th

e 
ra

tio
 o

f t
he

 N
et

 O
pe

ra
tin

g 
In

co
m

e 
(3

6)
 d

iv
id

ed
 b

y 
th

e 
R

B
C

 D
eb

t S
er

vi
ce

 (3
7)

 ro
un

de
d 

do
w

n 
to

 2
 d

ec
im

al
 p

la
ce

s. 
 

Se
e 

N
ot

e 
3 

be
lo

w
 fo

r s
pe

ci
al

 c
irc

um
st

an
ce

s. 
(3

9)
 

N
C

R
EI

F 
Pr

ic
e 

In
de

x 
at

 
V

al
ua

tio
n 

C
om

pu
ta

tio
n 

Th
e 

va
lu

e 
of

 th
e 

N
C

R
EI

F 
Pr

ic
e 

In
de

x 
on

 th
e 

la
st

 d
ay

 o
f t

he
 c

al
en

da
r q

ua
rte

r t
ha

t i
nc

lu
de

s t
he

 d
at

e 
de

fin
ed

 in
 (2

1)
 a

nd
 

(2
2)

. 
(4

0)
 

C
on

te
m

po
ra

ne
ou

s 
Pr

op
er

ty
 V

al
ue

 
C

om
pu

ta
tio

n 
Th

e 
Pr

op
er

ty
 V

al
ue

 (2
0)

 ti
m

es
 th

e 
ra

tio
 (r

ou
nd

ed
 to

 4
 d

ec
im

al
 p

la
ce

s)
 o

f t
he

 P
ric

e 
In

de
x 

cu
rr

en
t t

o 
th

e 
Pr

ic
e 

In
de

x 
at

 
va

lu
at

io
n 

(3
9)

.  
(4

1)
 

R
B

C
 L

TV
 

C
om

pu
ta

tio
n 

Th
e 

Lo
an

 to
 V

al
ue

 ra
tio

 is
 th

e 
To

ta
l L

oa
n 

V
al

ue
 (1

3)
 d

iv
id

ed
 b

y 
th

e 
C

on
te

m
po

ra
ne

ou
s V

al
ue

 (4
0)

 ro
un

de
d 

to
 th

e 
ne

ar
es

t 
pe

rc
en

t. 
(4

2)
 

C
M

 c
at

eg
or

y 
C

om
pu

ta
tio

n 
Th

e 
ris

k 
ca

te
go

ry
 d

et
er

m
in

ed
 b

y 
ap

pl
yi

ng
 th

e 
D

C
R

 (3
8)

 a
nd

 th
e 

LT
V

 (4
1)

 to
 th

e 
cr

ite
ria

 in
 F

ig
ur

e 
(4

), 
Fi

gu
re

 (5
) o

r 
Fi

gu
re

 (6
). 

 S
ee

 N
ot

es
 2

, 3
, 4

, 5
, a

nd
 6

 b
el

ow
 fo

r s
pe

ci
al

 c
irc

um
st

an
ce

s. 
 N

ot
e 

1:
  

N
et

 O
pe

ra
tin

g 
In

co
m

e 
(N

O
I)

:  
Th

e 
m

aj
or

ity
 o

f 
co

m
m

er
ci

al
 m

or
tg

ag
e 

lo
an

s 
re

qu
ire

 th
e 

bo
rr

ow
er

 to
 p

ro
vi

de
 th

e 
le

nd
er

 w
ith

 a
t l

ea
st

 a
nn

ua
l f

in
an

ci
al

 s
ta

te
m

en
ts

.  
Th

e 
N

O
I 

w
ou

ld
 b

e 
de

te
rm

in
ed

 a
t t

he
 R

B
C

 c
al

cu
la

tio
n 

da
te

 b
as

ed
 o

n 
th

e 
m

os
t r

ec
en

t a
nn

ua
l p

er
io

d 
fr

om
 f

in
an

ci
al

 s
ta

te
m

en
ts

 p
ro

vi
de

d 
by

 th
e 

bo
rr

ow
er

 a
nd

 a
na

ly
ze

d 
ba

se
d 

on
 a

cc
ep

te
d 

in
du

st
ry

 st
an

da
rd

s. 
 T

he
 m

os
t r

ec
en

t a
nn

ua
l p

er
io

d 
is

 d
et

er
m

in
ed

 a
s f

ol
lo

w
s:

 
If

 th
e 

bo
rr

ow
er

 r
ep

or
ts

 o
n 

a 
ca

le
nd

ar
 y

ea
r 

ba
si

s, 
th

e 
st

at
em

en
ts

 f
or

 th
e 

ca
le

nd
ar

 y
ea

r 
en

di
ng

 D
ec

em
be

r 
31

 o
f 

th
e 

ye
ar

 p
rio

r 
to

 th
e 

R
B

C
 c

al
cu

la
tio

n 
da

te
 w

ill
 b

e 
us

ed
.  

Fo
r 

ex
am

pl
e,

 if
 th

e 
R

B
C

 c
al

cu
la

tio
n 

da
te

 is
 1

2/
31

/2
01

2,
 th

e 
m

os
t r

ec
en

t a
nn

ua
l p

er
io

d 
is

 th
e 

ca
le

nd
ar

 y
ea

r t
ha

t e
nd

s 1
2/

31
/2

01
1.

 
If

 th
e 

bo
rr

ow
er

 re
po

rts
 o

n 
a 

fis
ca

l y
ea

r b
as

is
, t

he
 s

ta
te

m
en

ts
 fo

r t
he

 fi
sc

al
 y

ea
r t

ha
t e

nd
s 

af
te

r J
un

e 
30

 o
f t

he
 p

rio
r c

al
en

da
r y

ea
r a

nd
 n

o 
la

te
r t

ha
n 

Ju
ne

 3
0 

of
 th

e 
ye

ar
 o

f t
he

 
R

B
C

 c
al

cu
la

tio
n 

da
te

 w
ill

 b
e 

us
ed

.  
Fo

r e
xa

m
pl

e,
 if

 th
e 

R
B

C
 c

al
cu

la
tio

n 
da

te
 is

 1
2/

31
/2

01
2,

 th
e 

m
os

t r
ec

en
t a

nn
ua

l p
er

io
d 

is
 th

e 
fis

ca
l y

ea
r t

ha
t e

nd
s 

af
te

r 6
/3

0/
20

11
 a

nd
 n

o 
la

te
r t

ha
n 

6/
30

/2
01

2.
 

Th
e 

fo
re

go
in

g 
tim

e 
pe

rio
ds

 a
re

 u
se

d 
to

 p
ro

vi
de

 s
uf

fic
ie

nt
 ti

m
e 

fo
r 

th
e 

bo
rr

ow
er

 to
 p

re
pa

re
 th

e 
fin

an
ci

al
 s

ta
te

m
en

ts
 a

nd
 p

ro
vi

de
 th

em
 to

 th
e 

le
nd

er
, a

nd
 f

or
 th

e 
le

nd
er

 to
 

ca
lc

ul
at

e 
th

e 
N

O
I. 

 
Th

e 
ac

ce
pt

ed
 in

du
st

ry
 st

an
da

rd
s f

or
 d

et
er

m
in

in
g 

N
O

I w
er

e 
de

ve
lo

pe
d 

by
 th

e 
C

om
m

er
ci

al
 M

or
tg

ag
e 

St
an

da
rd

s A
ss

oc
ia

tio
n 

no
w

 k
no

w
n 

as
 C

R
E 

Fi
na

nc
ia

l C
ou

nc
il 

(C
R

EF
C

). 
 T

he
 

co
m

pa
ny

 m
us

t d
ev

el
op

 th
e 

N
O

I u
si

ng
 th

e 
st

an
da

rd
s 

pr
ov

id
ed

 b
y 

th
e 

C
R

EF
C

 M
et

ho
do

lo
gy

 fo
r A

na
ly

zi
ng

 a
nd

 R
ep

or
tin

g 
Pr

op
er

ty
 In

co
m

e 
St

at
em

en
ts

 v
.5

.1
. (

w
w

w
.c

re
fc

.o
rg

/ir
p)

.  
  

Th
es

e 
st

an
da

rd
s 

ar
e 

pa
rt 

of
 th

e 
C

R
EF

C
 In

ve
st

or
 R

ep
or

tin
g 

Pa
ck

ag
e 

(C
R

EF
C

 IR
P 

Se
ct

io
n 

V
II

.) 
de

ve
lo

pe
d 

to
 s

up
po

rt 
co

ns
is

te
nt

 re
po

rti
ng

 fo
r c

om
m

er
ci

al
 re

al
 e

st
at

e 
lo

an
s 

ow
ne

d 
by

 th
ird

 p
ar

ty
 in

ve
st

or
s. 

 T
hi

s g
ui

da
nc

e 
w

ou
ld

 b
e 

a 
st

an
da

rd
iz

ed
 b

as
is

 fo
r d

et
er

m
in

in
g 

N
O

I f
or

 R
B

C
. 

 Th
e 

N
O

I w
ill

 b
e 

ad
ju

st
ed

 to
 u

se
 a

 3
 y

ea
r r

ol
lin

g 
av

er
ag

e 
fo

r t
he

 D
SC

 c
al

cu
la

tio
n.

  F
or

 2
01

3,
 a

 s
in

gl
e 

ye
ar

 o
f N

O
I w

ill
 b

e 
us

ed
.  

Fo
r 2

01
4,

 2
 y

ea
rs

 w
ill

 b
e 

us
ed

, w
ei

gh
te

d 
65

%
 

m
os

t r
ec

en
t y

ea
r a

nd
 3

5%
 p

rio
r y

ea
r. 

 T
he

re
af

te
r, 

3 
ye

ar
s 

w
ill

 b
e 

us
ed

 w
ei

gh
te

d 
50

%
 m

os
t r

ec
en

t y
ea

r, 
30

%
 p

rio
r y

ea
r, 

an
d 

20
%

 2
nd

 p
rio

r y
ea

r. 
 T

hi
s 

w
ill

 a
pp

ly
 w

he
n 

th
er

e 
is

 a
 

hi
st

or
y 

of
 N

O
I v

al
ue

s. 
 F

or
 n

ew
 o

rig
in

at
io

ns
, i

nc
lu

di
ng

 re
fin

an
ci

ng
, t

he
 a

bo
ve

 sc
he

du
le

 w
ou

ld
 a

pp
ly

 b
y 

du
ra

tio
n 

fr
om

 o
rig

in
at

io
n.

  F
or

 th
e 

sp
ec

ia
l c

irc
um

st
an

ce
s l

is
te

d 
be

lo
w

, t
he

 
sp

ec
ifi

c 
in

st
ru

ct
io

ns
 b

el
ow

 w
ill

 p
ro

du
ce

 th
e 

N
O

I t
o 

be
 u

se
d,

 w
ith

ou
t f

ur
th

er
 a

ve
ra

gi
ng

.  
 

 
N

ot
e 

2:
  T

he
 c

al
cu

la
tio

n 
of

 d
eb

t s
er

vi
ce

 c
ov

er
ag

e 
an

d 
lo

an
 to

 v
al

ue
 w

ill
 in

cl
ud

e 
al

l d
eb

t s
ec

ur
ed

 b
y 

th
e 

pr
op

er
ty

 th
at

 is
 (1

) s
en

io
r t

o 
or

 p
ar

i p
as

su
 w

ith
 th

e 
in

su
re

r's
 in

ve
st

m
en

t; 
an

d 
(2

) 
an

y 
de

bt
 s

ub
or

di
na

te
 to

 th
e 

in
su

re
r's

 in
ve

st
m

en
t t

ha
t i

s 
no

t (
a)

 s
ub

je
ct

 to
 a

n 
in

te
rc

re
di

to
r, 

st
an

ds
til

l o
r s

ub
or

di
na

tio
n 

ag
re

em
en

t w
ith

 th
e 

in
su

re
r p

ro
vi

de
d 

th
at

 th
e 

ag
re

em
en

t d
oe

s 
no

t g
ra

nt
 th

e 
 su

bo
rd

in
at

e 
de

bt
 h

ol
de

r a
ny

 ri
gh

ts
 th

at
 w

ou
ld

 m
at

er
ia

lly
 a

ff
ec

t t
he

 ri
gh

ts
 o

f t
he

 in
su

re
r a

nd
 p

ro
vi

de
d 

th
at

 th
e 

su
bo

rd
in

at
e 

de
bt

 h
ol

de
r i

s 
pr

oh
ib

ite
d 

fr
om

 ta
ki

ng
 a

ny
 

ac
tio

n 
ag

ai
ns

t t
he

 b
or

ro
w

er
 th

at
 w

ou
ld

 m
at

er
ia

lly
 a

ff
ec

t t
he

 in
su

re
r’

s 
pr

io
rit

y 
lie

n 
po

si
tio

n 
w

ith
 r

es
pe

ct
 to

 th
e 

pr
op

er
ty

 w
ith

ou
t t

he
 p

rio
r 

w
rit

te
n 

co
ns

en
t o

f 
th

e 
in

su
re

r, 
or

 (
b)

 
su

bj
ec

t t
o 

go
ve

rn
in

g 
la

w
s 

th
at

 p
ro

vi
de

 th
at

 th
e 

in
su

re
r’

s 
in

ve
st

m
en

t h
ol

ds
 a

 s
en

io
r 

po
si

tio
n 

to
 th

e 
su

bo
rd

in
at

ed
 d

eb
t h

ol
de

r 
an

d 
pr

ov
id

e 
su

bs
ta

nt
ia

lly
 s

im
ila

r 
pr

ot
ec

tio
ns

 to
 th

e 
in

su
re

r a
s i

n 
(2

)(
a)

 a
bo

ve
.  
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 N
ot

e 
3:

  U
na

va
ila

bl
e 

O
pe

ra
tin

g 
St

at
em

en
ts

 
Th

er
e 

ar
e 

a 
va

rie
ty

 o
f s

itu
at

io
ns

 w
he

re
 th

e 
m

os
t r

ec
en

t a
nn

ua
l p

er
io

d’
s 

op
er

at
in

g 
st

at
em

en
t m

ay
 n

ot
 b

e 
av

ai
la

bl
e 

to
 a

ss
is

t i
n 

de
te

rm
in

in
g 

N
O

I. 
Th

es
e 

si
tu

at
io

ns
 w

ill
 o

cc
ur

 in
 d

is
tin

ct
 

ca
te

go
rie

s a
nd

 e
ac

h 
ca

te
go

ry
 re

qu
ire

s s
pe

ci
al

 c
on

si
de

ra
tio

n.
 T

he
 c

at
eg

or
ie

s a
re

: 
 

1.
Lo

an
s o

n 
ow

ne
r o

cc
up

ie
d 

pr
op

er
tie

s 
 

a.
Fo

r 
pr

op
er

tie
s 

w
he

re
 th

e 
ow

ne
r 

is
 th

e 
so

le
 o

r 
pr

im
ar

y 
te

na
nt

 (
50

%
 o

r 
m

or
e 

of
 th

e 
re

nt
ab

le
 s

pa
ce

), 
pr

op
er

ty
 le

ve
l o

pe
ra

tin
g 

st
at

em
en

ts
 m

ay
 n

ot
 b

e 
av

ai
la

bl
e 

or
 

m
ea

ni
ng

fu
l. 

  I
f t

he
 p

ro
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pu
t 

En
te

r t
he

 v
al

ue
 o

f t
he

 lo
an

 b
al

an
ce

 o
w

ed
 b

y 
th

e 
bo

rr
ow

er
.  

(1
2)

 
B

al
lo

on
 P

ay
m

en
t a

t 
M

at
ur

ity
 

In
pu

t 
En

te
r t

he
 a

m
ou

nt
 o

f a
ny

 b
al

lo
on

 o
r p

rin
ci

pa
l p

ay
m

en
t d

ue
 a

t m
at

ur
ity

. 

(1
3)

 
Pr

in
ci

pa
l B

al
an

ce
 T

ot
al

 
In

pu
t 

En
te

r t
he

 to
ta

l a
m

ou
nt

 o
f m

or
tg

ag
e 

ou
ts

ta
nd

in
g 

th
at

 is
 se

ni
or

 to
 o

r p
ar

i p
as

su
 w

ith
 th

e 
co

m
pa

ny
’s

 m
or

tg
ag

e 
(1

4)
 

N
O

I S
ec

on
d 

Pr
io

r 
In

pu
t 

En
te

r t
he

 N
O

I f
ro

m
 th

e 
ye

ar
 p

rio
r t

o 
th

e 
va

lu
e 

in
 (1

5)
.

Se
e 

N
ot

e 
1.

 
(1

5)
 

N
O

I P
rio

r 
In

pu
t 

En
te

r t
he

 N
O

I f
ro

m
 th

e 
pr

io
r y

ea
r t

o 
th

e 
va

lu
e 

in
 (1

6)
. 

Se
e 

N
ot

e 
1.
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(1
6)

 
N

O
I  

In
pu

t 
En

te
r t

he
 N

et
 O

pe
ra

tin
g 

In
co

m
e 

fo
r t

he
 m

os
t r

ec
en

t 1
2 

m
on

th
 fi

sc
al

 p
er

io
d 

w
ith

 a
n 

en
d-

da
te

 b
et

w
ee

n 
Ju

ly
1 

of
 th

e 
ye

ar
 

pr
io

r t
o 

th
is

 re
po

rt 
an

d 
Ju

ne
 3

0 
of

 th
e 

ye
ar

 o
f t

hi
s r

ep
or

t. 
 T

he
 N

O
I s

ho
ul

d 
be

 re
po

rte
d 

fo
llo

w
in

g 
th

e 
gu

id
an

ce
 o

f t
he

 
C

om
m

er
ci

al
 R

ea
l E

st
at

e 
Fi

na
nc

e 
C

ou
nc

il 
In

ve
st

or
 R

ep
or

tin
g 

Pr
of

ile
 v

.5
.0

.  
Se

ct
io

n 
V

II
.  

Se
e 

N
ot

es
 1

, 2
, 3

, 4
, 5

 a
nd

 6
 

be
lo

w
. 

(1
7)

 
In

te
re

st
 R

at
e 

In
pu

t 
En

te
r t

he
 a

nn
ua

l i
nt

er
es

t r
at

e 
at

 w
hi

ch
 th

e 
lo

an
 is

 a
cc

ru
in

g.
  

If
 th

e 
ra

te
 is

 fl
oa

tin
g,

 e
nt

er
 th

e 
la

rg
er

 o
f t

he
 c

ur
re

nt
 m

on
th

 ra
te

 o
r t

he
 a

ve
ra

ge
 ra

te
 o

f i
nt

er
es

t f
or

 th
e 

pr
io

r 1
2 

m
on

th
s, 

or
 

If
 th

e 
ra

te
 is

 fi
xe

d 
by

 th
e 

co
nt

ra
ct

, n
ot

 le
ve

l o
ve

r t
he

 y
ea

r, 
bu

t l
ev

el
 fo

r t
he

 n
ex

t 1
2 

m
on

th
s, 

us
e 

cu
rr

en
t r

at
e.

 
If

 th
e 

‘T
ot

al
 L

oa
n 

B
al

an
ce

’ c
on

si
st

s o
f m

ul
tip

le
 lo

an
s, 

us
e 

an
 a

ve
ra

ge
 lo

an
 in

te
re

st
 ra

te
 w

ei
gh

te
d 

by
 p

rin
ci

pa
l b

al
an

ce
. 

(1
8)

 
Tr

ai
lin

g 
12

 M
on

th
 D

eb
t 

Se
rv

ic
e 

In
pu

t 
En

te
r a

ct
ua

l 1
2 

m
on

th
s d

eb
t s

er
vi

ce
 fo

r p
rio

r 1
2 

m
on

th
s. 

(1
9)

 
O

rig
in

al
 P

ro
pe

rty
 V

al
ue

 
In

pu
t 

En
te

r t
he

 lo
an

 b
al

an
ce

 a
t t

he
 ti

m
e 

of
 o

rig
in

at
io

n 
of

 th
e 

lo
an

. 
(2

0)
 

Pr
op

er
ty

 V
al

ue
 

In
pu

t 
Th

e 
va

lu
e 

of
 th

e 
Pr

op
er

ty
 a

t t
im

e 
of

 lo
an

 o
rig

in
at

io
n,

 o
r a

t t
im

e 
of

 re
va

lu
at

io
n 

du
e 

to
 im

pa
irm

en
t u

nd
er

w
rit

in
g,

 
re

st
ru

ct
ur

e,
 e

xt
en

si
on

, o
r o

th
er

 re
-w

rit
in

g.
   

(2
1)

 
Y

ea
r o

f V
al

ua
tio

n 
In

pu
t 

Y
ea

r o
f t

he
 v

al
ua

tio
n 

da
te

 d
ef

in
in

g 
th

e 
va

lu
e 

in
 (2

0)
.  

Th
is

 w
ill

 b
e 

ei
th

er
 th

e 
da

te
 o

f o
rig

in
at

io
n,

 o
r t

im
e 

of
 re

st
ru

ct
ur

e,
 

re
fin

an
ce

, o
r o

th
er

 e
ve

nt
 w

hi
ch

 p
re

ci
pi

ta
te

s a
 n

ew
 v

al
ua

tio
n.

 
(2

2)
 

Q
ua

rte
r o

f V
al

ua
tio

n 
In

pu
t 

C
al

en
da

r q
ua

rte
r o

f t
he

 v
al

ua
tio

n 
da

te
 d

ef
in

in
g 

th
e 

va
lu

e 
in

 (2
0)

. 
(2

3)
  

C
re

di
t E

nh
an

ce
m

en
t 

In
pu

t 
En

te
r t

he
 fu

ll 
do

lla
r a

m
ou

nt
 o

f a
ny

 c
re

di
t e

nh
an

ce
m

en
t. 

 (s
ee

 N
ot

e 
5)

 
(2

4)
 

Se
ni

or
 L

oa
n?

 
In

pu
t 

En
te

r ‘
Y

es
’ i

f s
en

io
r p

os
iti

on
, ‘

N
o’

 if
 n

ot
.  

(s
ee

 N
ot

e 
7)

 
(2

5)
 

C
on

st
ru

ct
io

n 
Lo

an
? 

In
pu

t 
En

te
r ‘

Y
es

’ i
f t

hi
s i

s a
 c

on
st

ru
ct

io
n 

lo
an

. (
se

e 
N

ot
e 

4)
 

(2
6)

 
C

on
st

ru
ct

io
n 

– 
no

t i
n 

ba
la

nc
e 

In
pu

t 
En

te
r ‘

Y
es

’ i
f h

is
 is

 a
 c

on
st

ru
ct

io
n 

lo
an

 th
at

 is
 n

ot
 in

 b
al

an
ce

.  
(s

ee
 N

ot
e 

4)
 

(2
7)

 
C

on
st

ru
ct

io
n 

– 
Is

su
es

 
In

pu
t 

En
te

r ‘
Y

es
’ i

f t
hi

s i
s a

 c
on

st
ru

ct
io

n 
lo

an
 w

ith
 is

su
es

.  
 (s

ee
 N

ot
e 

4)
 

(2
8)

 
La

nd
 L

oa
n?

 
In

pu
t 

En
te

r ‘
Y

es
’ i

f t
hi

s i
s a

 lo
an

 o
n 

no
n-

in
co

m
e 

pr
od

uc
in

g 
la

nd
.  

(s
ee

 N
ot

e 
6)

 
(2

9)
 

90
 d

ay
s p

as
t d

ue
? 

In
pu

t 
En

te
r ‘

Y
es

’ i
f p

ay
m

en
ts

 a
re

 9
0 

da
ys

 p
as

t d
ue

. 
(3

0)
 

In
 p

ro
ce

ss
 o

f f
or

ec
lo

su
re

? 
In

pu
t 

En
te

r ‘
Y

es
’ i

f t
he

 lo
an

 is
 in

 p
ro

ce
ss

 o
f f

or
ec

lo
su

re
. 

(3
1)

 
Is

 c
ur

re
nt

 p
ay

m
en

t l
ow

er
 

th
an

 a
 p

ay
m

en
t b

as
ed

 o
n 

th
e 

Lo
an

 In
te

re
st

? 

In
pu

t 
Y

es
 / 

N
o 

(3
2)

 
Is

 lo
an

 in
te

re
st

 a
 fl

oa
tin

g 
ra

te
? 

In
pu

t 
Y

es
 / 

N
o 

(3
3)

 
If

 n
ot

 fl
oa

tin
g,

 d
oe

s l
oa

n 
re

se
t d

ur
in

g 
te

rm
? 

In
pu

t 
Y

es
 / 

N
o 

- S
om

e 
fix

ed
 ra

te
 lo

an
s d

ef
in

e 
in

 th
e 

lo
an

 d
oc

um
en

t a
 c

ha
ng

e 
to

 a
 n

ew
 ra

te
 d

ur
in

g 
th

e 
lif

e 
of

 th
e 

lo
an

, w
hi

ch
 

m
ay

 b
e 

a 
pr

ed
et

er
m

in
ed

 ra
te

 o
r m

ay
 b

e 
th

e 
th

en
 c

ur
re

nt
 m

ar
ke

t r
at

e.
  G

en
er

al
ly

 a
ny

 su
ch

 c
ha

ng
es

 a
re

 le
ss

 fr
eq

ue
nt

 th
an

 
an

nu
al

.  
(3

4)
 

Is
 n

eg
at

iv
e 

am
or

tiz
at

io
n 

al
lo

w
ed

? 
In

pu
t 

Y
es

 / 
N

o 

(3
5)

 
A

m
or

tiz
at

io
n 

ty
pe

? 
In

pu
t 

1 
= 

fu
lly

 a
m

or
tiz

in
g 

 
2 

= 
am

or
tiz

in
g 

w
ith

 b
al

lo
on

  
3 

= 
fu

ll 
 I/

O
 

4 
= 

 p
ar

tia
l I

/O
, t

he
n 

am
or

tiz
in

g 
(3

6)
 

Sc
he

du
le

 B
A

 m
or

tg
ag

e?
 

In
pu

t 
Y

es
 / 

N
o 
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(3
7)

 
A

ff
ili

at
ed

 M
or

tg
ag

e?
 

In
pu

t 
Y

es
 / 

N
o 

(3
8)

 
C

ov
en

an
t M

ax
 L

TV
 

In
pu

t 
Fo

r m
or

tg
ag

e 
in

ve
st

m
en

ts
 w

ith
 c

ov
en

an
ts

, w
ha

t i
s t

he
 m

ax
im

um
 L

TV
 a

llo
w

ed
? 

(3
9)

 
C

ov
en

an
t M

in
 D

C
R

 
In

pu
t 

Fo
r m

or
tg

ag
e 

in
ve

st
m

en
ts

 w
ith

 c
ov

en
an

ts
, w

ha
t i

s t
he

 m
in

im
um

 D
C

R
 a

llo
w

ed
? 

(4
0)

 
C

ov
en

an
ts

 in
 c

om
pl

ia
nc

e?
 

In
pu

t 
Y

es
 / 

N
o 

– 
fo

r m
or

tg
ag

e 
in

ve
st

m
en

ts
 w

ith
 c

ov
en

an
ts

, i
s t

he
 in

ve
st

m
en

t i
n 

co
m

pl
ia

nc
e 

w
ith

 th
e 

co
ve

na
nt

s?
 

(4
1)

 
D

ef
ea

se
d 

w
ith

 
G

ov
er

nm
en

t S
ec

ur
iti

es
 

In
pu

t 
Y

es
 / 

N
o

– 
ha

s t
he

 m
or

tg
ag

e 
lo

an
 b

ee
n 

de
fe

as
ed

 u
si

ng
 g

ov
er

nm
en

t s
ec

ur
iti

es
? 

(4
2)

 
Pr

im
ar

ily
 S

en
io

r 
M

or
tg

ag
es

 
In

pu
t 

Is
 th

e 
m

or
tg

ag
e 

po
ol

 p
rim

ar
ily

 se
ni

or
 m

or
tg

ag
e 

in
st

ru
m

en
ts

? 
 {

If
 y

es
, a

ss
ig

n 
to

 C
M

2}
 

(4
3)

 
R

ol
lin

g 
A

ve
ra

ge
 N

O
I 

C
om

pu
ta

tio
n 

Fo
r 2

01
2 

– 
10

0%
 o

f N
O

I 
Fo

r 2
01

4 
– 

65
%

 N
O

I +
 3

5%
 N

O
I P

rio
r 

Fo
r 2

01
5 

– 
50

%
 N

O
I +

 3
0%

 N
O

I P
rio

r +
 2

0%
 N

O
I 2

nd
 P

rio
r 

Fo
r l

oa
ns

 o
rig

in
at

ed
 o

r v
al

ue
d 

w
ith

in
 th

e 
 c

ur
re

nt
 y

ea
r, 

us
e 

10
0%

 N
O

I. 
Fo

r l
oa

ns
 o

rig
in

at
ed

 2
01

2 
or

 la
te

r a
nd

 w
ith

in
 2

 y
ea

rs
, u

se
 6

5%
 N

O
I a

nd
 3

5%
 N

O
I P

rio
r. 

(4
4)

 
R

B
C

 D
eb

t S
er

vi
ce

 
C

om
pu

ta
tio

n 
Th

e 
am

ou
nt

 o
f 1

2 
m

on
th

ly
 p

rin
ci

pa
l a

nd
 in

te
re

st
 p

ay
m

en
ts

 re
qu

ire
d 

to
 a

m
or

tiz
e 

th
e 

To
ta

l L
oa

n 
B

al
an

ce
 (1

3)
 u

si
ng

 a
 

St
an

da
rd

iz
ed

 A
m

or
tiz

at
io

n 
pe

rio
d 

of
 3

00
 m

on
th

s a
nd

 th
e 

A
nn

ua
l L

oa
n 

In
te

re
st

 R
at

e 
(1

7)
.  

(4
5)

 
R

B
C

 - 
D

C
R

 
C

om
pu

ta
tio

n 
Th

e 
ra

tio
 o

f t
he

 N
et

 O
pe

ra
tin

g 
In

co
m

e 
(4

3)
 d

iv
id

ed
 b

y 
th

e 
R

B
C

 D
eb

t S
er

vi
ce

 (4
4)

 ro
un

de
d 

do
w

n 
to

 2
 d

ec
im

al
 p

la
ce

s. 
 

Se
e 

N
ot

e 
3 

be
lo

w
 fo

r s
pe

ci
al

 c
irc

um
st

an
ce

s. 
Fo

r l
oa

n 
po

ol
s w

ith
 c

ov
en

an
ts

, t
hi

s w
ill

 b
e 

th
e 

m
in

im
um

 D
C

R
 b

y 
co

ve
na

nt
. 

(4
6)

 
N

C
R

EI
F 

In
de

x 
at

 
V

al
ua

tio
n 

C
om

pu
ta

tio
n 

Pr
ic

e 
in

de
x 

is
 th

e 
va

lu
e 

of
 th

e 
N

C
R

EI
F 

Pr
ic

e 
In

de
x 

on
 th

e 
la

st
 d

ay
 o

f t
he

 c
al

en
da

r q
ua

rte
r t

ha
t i

nc
lu

de
s t

he
 d

at
e 

de
fin

ed
 

in
 (2

1)
 a

nd
 (2

2)
. 

(4
7)

 
C

on
te

m
po

ra
ne

ou
s 

Pr
op

er
ty

 V
al

ue
 

C
om

pu
ta

tio
n 

Th
e 

Pr
op

er
ty

 V
al

ue
 (1

1)
 ti

m
es

 th
e 

ra
tio

 (r
ou

nd
ed

 to
 4

 d
ec

im
al

 p
la

ce
s)

 o
f t

he
 P

ric
e 

In
de

x 
cu

rr
en

t t
o 

th
e 

Pr
ic

e 
In

de
x 

(4
6)

.  

(4
8)

 
R

B
C

 - 
LT

V
 

C
om

pu
ta

tio
n 

Th
e 

Lo
an

 V
al

ue
 (1

3)
 d

iv
id

ed
 b

y 
th

e 
C

on
te

m
po

ra
ne

ou
s V

al
ue

 (4
7)

 ro
un

de
d 

to
 th

e 
ne

ar
es

t p
er

ce
nt

. 
Fo

r L
oa

n 
Po

ol
s w

ith
 c

ov
en

an
ts

, t
hi

s w
ill

 b
e 

th
e 

m
ax

 L
TV

 b
y 

co
ve

na
nt

. 
(4

9)
 

C
M

 C
at

eg
or

y 
C

om
pu

ta
tio

n 
C

om
m

er
ci

al
 M

or
tg

ag
e 

R
is

k 
ca

te
go

ry
 is

 th
e 

ris
k 

ca
te

go
ry

 d
et

er
m

in
ed

 b
y 

ap
pl

yi
ng

 th
e 

D
C

R
 (4

5)
 a

nd
 th

e 
LT

V
 (4

8)
 to

 th
e 

cr
ite

ria
 in

 F
ig

ur
e 

(1
1)

, F
ig

ur
e 

(1
2)

 o
r F

ig
ur

e 
(1

3)
.  

Se
e 

N
ot

es
 2

, 3
, 4

, 5
, a

nd
 6

 b
el

ow
 fo

r s
pe

ci
al

 c
irc

um
st

an
ce

s. 
If

 (4
1)

 =
 y

es
, C

M
1.

   
If

 (4
2)

 =
 y

es
, C

M
2.

  I
f n

o 
LT

V
 a

nd
 D

C
R

, a
nd

 (4
1)

 =
 n

o 
an

d 
(4

2)
 =

 n
o,

 C
M

3.
 

 N
ot

e 
1:

  
N

et
 O

pe
ra

tin
g 

In
co

m
e 

(N
O

I)
:  

Th
e 

m
aj

or
ity

 o
f 

co
m

m
er

ci
al

 m
or

tg
ag

e 
lo

an
s 

re
qu

ire
 th

e 
bo

rr
ow

er
 to

 p
ro

vi
de

 th
e 

le
nd

er
 w

ith
 a

t l
ea

st
 a

nn
ua

l f
in

an
ci

al
 s

ta
te

m
en

ts
.  

Th
e 

N
O

I 
w

ou
ld

 b
e 

de
te

rm
in

ed
 a

t t
he

 R
B

C
 c

al
cu

la
tio

n 
da

te
 b

as
ed

 o
n 

th
e 

m
os

t r
ec

en
t a

nn
ua

l p
er

io
d 

fr
om

 fi
na

nc
ia

l s
ta

te
m

en
ts

 p
ro

vi
de

d 
by

 th
e 

bo
rr

ow
er

 a
nd

 a
na

ly
ze

d 
ba

se
d 

on
 a

cc
ep

te
d 

in
du

st
ry

 
st

an
da

rd
s. 

 T
he

 m
os

t r
ec

en
t a

nn
ua

l p
er

io
d 

is
 d

et
er

m
in

ed
 a

s f
ol

lo
w

s:
 

If
 th

e 
bo

rr
ow

er
 r

ep
or

ts
 o

n 
a 

ca
le

nd
ar

 y
ea

r 
ba

si
s, 

th
e 

st
at

em
en

ts
 f

or
 th

e 
ca

le
nd

ar
 y

ea
r 

en
di

ng
 D

ec
em

be
r 

31
 o

f 
th

e 
ye

ar
 p

rio
r 

to
 th

e 
R

B
C

 c
al

cu
la

tio
n 

da
te

 w
ill

 b
e 

us
ed

.  
Fo

r 
ex

am
pl

e,
 if

 th
e 

R
B

C
 c

al
cu

la
tio

n 
da

te
 is

 1
2/

31
/2

01
2,

 th
e 

m
os

t r
ec

en
t a

nn
ua

l p
er

io
d 

is
 th

e 
ca

le
nd

ar
 y

ea
r t

ha
t e

nd
s 1

2/
31

/2
01

1.
 

If
 th

e 
bo

rr
ow

er
 re

po
rts

 o
n 

a 
fis

ca
l y

ea
r b

as
is

, t
he

 s
ta

te
m

en
ts

 fo
r t

he
 fi

sc
al

 y
ea

r t
ha

t e
nd

s 
af

te
r J

un
e 

30
 o

f t
he

 p
rio

r c
al

en
da

r y
ea

r a
nd

 n
o 

la
te

r t
ha

n 
Ju

ne
 3

0 
of

 th
e 

ye
ar

 o
f t

he
 

R
B

C
 c

al
cu

la
tio

n 
da

te
 w

ill
 b

e 
us

ed
.  

Fo
r e

xa
m

pl
e,

 if
 th

e 
R

B
C

 c
al

cu
la

tio
n 

da
te

 is
 1

2/
31

/2
01

2,
 th

e 
m

os
t r

ec
en

t a
nn

ua
l p

er
io

d 
is

 th
e 

fis
ca

l y
ea

r t
ha

t e
nd

s 
af

te
r 6

/3
0/

20
11

 a
nd

 n
o 

la
te

r t
ha

n 
6/

30
/2

01
2.

 
Th

e 
fo

re
go

in
g 

tim
e 

pe
rio

ds
 a

re
 u

se
d 

to
 p

ro
vi

de
 s

uf
fic

ie
nt

 ti
m

e 
fo

r 
th

e 
bo

rr
ow

er
 to

 p
re

pa
re

 th
e 

fin
an

ci
al

 s
ta

te
m

en
ts

 a
nd

 p
ro

vi
de

 th
em

 to
 th

e 
le

nd
er

, a
nd

 f
or

 th
e 

le
nd

er
 to

 
ca

lc
ul

at
e 

th
e 

N
O

I. 
 Th

e 
ac

ce
pt

ed
 in

du
st

ry
 s

ta
nd

ar
ds

 f
or

 d
et

er
m

in
in

g 
N

O
I 

w
er

e 
de

ve
lo

pe
d 

by
 th

e 
C

om
m

er
ci

al
 M

or
tg

ag
e 

St
an

da
rd

s 
A

ss
oc

ia
tio

n 
no

w
 k

no
w

n 
as

 C
R

E 
Fi

na
nc

ia
l C

ou
nc

il 
(C

R
EF

C
). 

 T
he

 
co

m
pa

ny
 m

us
t d

ev
el

op
 th

e 
N

O
I 

us
in

g 
th

e 
st

an
da

rd
s 

pr
ov

id
ed

 b
y 

th
e 

C
R

EF
C

 M
et

ho
do

lo
gy

 f
or

 A
na

ly
zi

ng
 a

nd
 R

ep
or

tin
g 

Pr
op

er
ty

 I
nc

om
e 

St
at

em
en

ts
 v

. 5
.1

(w
w

w
.c

re
fc

.o
rg

/ir
p)

 . 
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Th
es

e 
st

an
da

rd
s 

ar
e 

pa
rt 

of
 th

e 
C

R
EF

C
 In

ve
st

or
 R

ep
or

tin
g 

Pa
ck

ag
e 

(C
R

EF
C

 IR
P 

Se
ct

io
n 

V
II

.) 
de

ve
lo

pe
d 

to
 s

up
po

rt 
co

ns
is

te
nt

 re
po

rti
ng

 fo
r c

om
m

er
ci

al
 re

al
 e

st
at

e 
lo

an
s 

ow
ne

d 
by

 
th

ird
 p

ar
ty

 in
ve

st
or

s. 
 T

hi
s g

ui
da

nc
e 

is
 a

 st
an

da
rd

iz
ed

 b
as

is
 fo

r d
et

er
m

in
in

g 
N

O
I f

or
 R

B
C

. 
 Th

e 
N

O
I w

ill
 b

e 
ad

ju
st

ed
 to

 u
se

 a
 3

 y
ea

r r
ol

lin
g 

av
er

ag
e 

fo
r t

he
 D

SC
 c

al
cu

la
tio

n.
  F

or
 2

01
3,

 a
 s

in
gl

e 
ye

ar
 o

f N
O

I w
ill

 b
e 

us
ed

.  
Fo

r 2
01

4,
 2

 y
ea

rs
 w

ill
 b

e 
us

ed
, w

ei
gh

te
d 

65
%

 m
os

t 
re

ce
nt

 y
ea

r a
nd

 3
5%

 p
rio

r y
ea

r. 
 T

he
re

af
te

r, 
3 

ye
ar

s 
w

ill
 b

e 
us

ed
 w

ei
gh

te
d 

50
%

 m
os

t r
ec

en
t y

ea
r, 

30
%

 p
rio

r y
ea

r, 
an

d 
20

%
 2

nd
 p

rio
r y

ea
r. 

 T
hi

s 
w

ill
 a

pp
ly

 w
he

n 
th

er
e 

is
 a

 h
is

to
ry

 o
f 

N
O

I 
va

lu
es

.  
Fo

r 
ne

w
 o

rig
in

at
io

ns
, i

nc
lu

di
ng

 r
ef

in
an

ci
ng

, t
he

 a
bo

ve
 s

ch
ed

ul
e 

w
ou

ld
 a

pp
ly

 b
y 

du
ra

tio
n 

fr
om

 o
rig

in
at

io
n.

  
Fo

r 
th

e 
sp

ec
ia

l c
irc

um
st

an
ce

s 
lis

te
d 

be
lo

w
, t

he
 s

pe
ci

fic
 

in
st

ru
ct

io
ns

 b
el

ow
 w

ill
 p

ro
du

ce
 th

e 
N

O
I t

o 
be

 u
se

d,
 w

ith
ou

t f
ur

th
er

 a
ve

ra
gi

ng
.  

 
 N

ot
e 

2:
  T

he
 c

al
cu

la
tio

n 
of

 d
eb

t s
er

vi
ce

 c
ov

er
ag

e 
an

d 
lo

an
 to

 v
al

ue
 w

ill
 in

cl
ud

e 
al

l d
eb

t s
ec

ur
ed

 b
y 

th
e 

pr
op

er
ty

 th
at

 is
 (1

) s
en

io
r t

o 
or

 p
ar

i p
as

su
 w

ith
 th

e 
in

su
re

r's
 in

ve
st

m
en

t; 
an

d 
(2

) 
an

y 
de

bt
 s

ub
or

di
na

te
 to

 th
e 

in
su

re
r's

 in
ve

st
m

en
t t

ha
t i

s 
no

t (
a)

 s
ub

je
ct

 to
 a

n 
in

te
rc

re
di

to
r, 

st
an

ds
til

l o
r s

ub
or

di
na

tio
n 

ag
re

em
en

t w
ith

 th
e 

in
su

re
r p

ro
vi

de
d 

th
at

 th
e 

ag
re

em
en

t d
oe

s 
no

t 
gr

an
t t

he
  s

ub
or

di
na

te
 d

eb
t h

ol
de

r a
ny

 ri
gh

ts
 th

at
 w

ou
ld

 m
at

er
ia

lly
 a

ff
ec

t t
he

 ri
gh

ts
 o

f t
he

 in
su

re
r a

nd
 p

ro
vi

de
d 

th
at

 th
e 

su
bo

rd
in

at
e 

de
bt

 h
ol

de
r i

s 
pr

oh
ib

ite
d 

fr
om

 ta
ki

ng
 a

ny
 a

ct
io

n 
ag

ai
ns

t t
he

 b
or

ro
w

er
 th

at
 w

ou
ld

 m
at

er
ia

lly
 a

ff
ec

t t
he

 in
su

re
r’

s 
pr

io
rit

y 
lie

n 
po

si
tio

n 
w

ith
 r

es
pe

ct
 to

 th
e 

pr
op

er
ty

 w
ith

ou
t t

he
 p

rio
r 

w
rit

te
n 

co
ns

en
t o

f 
th

e 
in

su
re

r, 
or

 (
b)

 s
ub

je
ct

 to
 

go
ve

rn
in

g 
la

w
s t

ha
t p

ro
vi

de
 th

at
 th

e 
in

su
re

r’
s i

nv
es

tm
en

t h
ol

ds
 a

 se
ni

or
 p

os
iti

on
 to

 th
e 

su
bo

rd
in

at
ed

 d
eb

t h
ol

de
r a

nd
 p

ro
vi

de
 su

bs
ta

nt
ia

lly
 si

m
ila

r p
ro

te
ct

io
ns

 to
 th

e 
in

su
re

r a
s i

n 
(2

)(
a)

 
ab

ov
e.

  
 N

ot
e 

3:
  U

na
va

ila
bl

e 
O

pe
ra

tin
g 

St
at

em
en

ts
:

Th
er

e 
ar

e 
a 

va
rie

ty
 o

f s
itu

at
io

ns
 w

he
re

 th
e 

m
os

t r
ec

en
t a

nn
ua

l p
er

io
d’

s 
op

er
at

in
g 

st
at

em
en

t m
ay

 n
ot

 b
e 

av
ai

la
bl

e 
to

 a
ss

is
t i

n 
de

te
rm

in
in

g 
N

O
I. 

Th
es

e 
si

tu
at

io
ns

 w
ill

 o
cc

ur
 in

 d
is

tin
ct

 
ca

te
go

rie
s a

nd
 e

ac
h 

ca
te

go
ry

 re
qu

ire
s s

pe
ci

al
 c

on
si

de
ra

tio
n.

 T
he

 c
at

eg
or

ie
s a

re
: 

 
1.

Lo
an

s o
n 

ow
ne

r o
cc

up
ie

d 
pr

op
er

tie
s 

 
a.

Fo
r 

pr
op

er
tie

s 
w

he
re

 th
e 

ow
ne

r 
is

 th
e 

so
le

 o
r 

pr
im

ar
y 

te
na

nt
 (

50
%

 o
r 

m
or

e 
of

 th
e 

re
nt

ab
le

 s
pa

ce
), 

pr
op

er
ty

 le
ve

l o
pe

ra
tin

g 
st

at
em

en
ts

 m
ay

 n
ot

 b
e 

av
ai

la
bl

e 
or

 
m

ea
ni

ng
fu

l. 
  I

f t
he

 p
ro

pe
rty

 is
 o

cc
up

ie
d 

an
d 

th
e 

lo
an

, t
ax

es
 a

nd
 in

su
ra

nc
e 

ar
e 

cu
rr

en
t, 

it 
w

ill
 b

e 
ac

ce
pt

ab
le

 to
 d

er
iv

e 
in

co
m

e 
an

d 
a 

re
as

on
ab

le
 e

st
im

at
e 

of
 e

xp
en

se
s 

fr
om

 th
e 

m
os

t r
ec

en
t a

pp
ra

is
al

 o
r e

qu
iv

al
en

t a
nd

 a
dd

iti
on

al
 k

no
w

n 
ac

tu
al

 e
xp

en
se

s (
e.

g.
, r

ea
l e

st
at

e 
ta

xe
s a

nd
 in

su
ra

nc
e)

.  
  

b.
Fo

r 
pr

op
er

tie
s 

w
he

re
 th

e 
ow

ne
r 

is
 a

 m
in

or
ity

 te
na

nt
 (

49
%

 o
f 

le
ss

 o
f 

th
e 

re
nt

ab
le

 s
pa

ce
), 

th
e 

ow
ne

r-
oc

cu
pi

ed
 s

pa
ce

 s
ho

ul
d 

be
 u

nd
er

w
rit

te
n 

at
 th

e 
av

er
ag

e 
re

nt
 p

er
 

sq
ua

re
 fo

ot
 o

f t
he

 a
rm

’s
 le

ng
th

 te
na

nt
 le

as
es

.  
Th

is
 in

co
m

e 
es

tim
at

e 
sh

ou
ld

 b
e 

ad
de

d 
to

 th
e 

ot
he

r t
en

an
t l

ea
se

s 
an

d 
co

m
bi

ne
d 

w
ith

 a
 re

as
on

ab
le

 e
st

im
at

e 
of

 e
xp

en
se

s 
ba

se
d 

on
 th

e 
m

os
t r

ec
en

t a
pp

ra
is

al
 o

r e
qu

iv
al

en
t a

nd
 a

dd
iti

on
al

 k
no

w
n 

ac
tu

al
 e

xp
en

se
s (

e.
g.

, r
ea

l e
st

at
e 

ta
xe

s a
nd

 in
su

ra
nc

e)
.  

 
 

2.
B

or
ro

w
er

 d
oe

s n
ot

 p
ro

vi
de

 th
e 

an
nu

al
 o

pe
ra

tin
g 

st
at

em
en

t 
 

a.
B

or
ro

w
er

 re
fu

se
s t

o 
pr

ov
id

e 
th

e 
an

nu
al

 o
pe

ra
tin

g 
st

at
em

en
ts

 
i.

If
 th

e 
le

as
es

 a
re

 in
 p

la
ce

 a
nd

 e
vi

de
nc

ed
 b

y 
es

to
pp

el
s 

an
d 

in
sp

ec
tio

ns
, N

O
I w

ou
ld

 b
e 

de
riv

ed
 fr

om
 n

or
m

al
iz

ed
 u

nd
er

w
rit

in
g 

in
 a

cc
or

da
nc

e 
w

ith
 th

e 
C

R
EF

C
 

M
et

ho
do

lo
gy

 fo
r A

na
ly

zi
ng

 a
nd

 R
ep

or
tin

g 
Pr

op
er

ty
 In

co
m

e 
St

at
em

en
ts

.  
ii.

If
 th

er
e 

is
 e

vi
de

nc
e 

fr
om

 in
sp

ec
tio

n 
th

at
 th

e 
pr

op
er

ty
 is

 o
cc

up
ie

d,
 b

ut
 th

er
e 

is
 n

o 
ev

id
en

ce
 o

f 
in

 p
la

ce
 le

as
es

 (
e.

g.
, l

ea
se

 d
oc

um
en

ts
 o

r 
es

to
pp

el
s)

, N
O

I 
w

ou
ld

 b
e 

se
t e

qu
al

 to
 th

e 
le

ss
er

 o
f c

al
cu

la
te

d 
de

bt
 se

rv
ic

e 
(D

SC
=1

.0
) o

r t
he

 N
O

I f
ro

m
 th

e 
no

rm
al

iz
ed

 u
nd

er
w

rit
in

g.
  

iii
.

If
 th

er
e 

is
 n

o 
ev

id
en

ce
 fr

om
 in

sp
ec

tio
n 

th
at

 th
e 

pr
op

er
ty

 is
 o

cc
up

ie
d 

an
d 

no
 e

vi
de

nc
e 

of
 in

 p
la

ce
 le

as
es

 (e
.g

., 
le

as
e 

do
cu

m
en

ts
 o

r e
st

op
pe

ls
), 

as
su

m
e 

N
O

I =
 

$0
.  

b.
If

 th
e 

bo
rr

ow
er

 d
oe

s 
no

t h
av

e 
ac

ce
ss

 to
 a

 c
om

pl
et

e 
pr

ev
io

us
 y

ea
r o

pe
ra

tin
g 

st
at

em
en

t, 
de

te
rm

in
e 

N
O

I b
as

ed
 o

n 
th

e 
C

R
EF

C
 g

ui
de

lin
es

 fo
r a

na
ly

zi
ng

 a
 p

ar
tia

l y
ea

r 
in

co
m

e 
st

at
em

en
t. 
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N
ot

e 
4:

  C
on

st
ru

ct
io

n 
lo

an
s  

C
on

st
ru

ct
io

n 
lo

an
s w

ou
ld

 b
e 

ca
te

go
riz

ed
 a

s f
ol

lo
w

s, 
ba

se
d 

on
 a

 d
et

er
m

in
at

io
n 

by
 th

e 
lo

an
 se

rv
ic

er
 w

he
th

er
 th

e 
lo

an
 is

 in
 b

al
an

ce
 a

nd
 w

he
th

er
 c

on
st

ru
ct

io
n 

is
su

es
 e

xi
st

: 
 

a.
In

 b
al

an
ce

, n
o 

co
ns

tru
ct

io
n 

is
su

es
: 

D
SC

 =
 1

.0
, L

TV
 d

et
er

m
in

ed
 a

s u
su

al
 

b.
N

ot
 in

 B
al

an
ce

, n
o 

co
ns

tru
ct

io
n 

is
su

es
:  

C
M

4 
c.

C
on

st
ru

ct
io

n 
is

su
es

: 
 

 
C

M
5 

 A
 lo

an
 is

 “
in

 b
al

an
ce

” 
if 

th
e 

co
m

m
itt

ed
 a

m
ou

nt
 o

f t
he

 c
on

st
ru

ct
io

n 
lo

an
 p

lu
s 

an
y 

le
nd

er
 h

el
d 

re
se

rv
es

 a
nd

 u
nf

un
de

d 
bo

rr
ow

er
 e

qu
ity

 is
 s

uf
fic

ie
nt

 to
 c

ov
er

 th
e 

re
m

ai
ni

ng
 c

os
ts

 o
f t

he
 

de
ve

lo
pm

en
t p

ro
je

ct
, i

nc
lu

di
ng

 d
eb

t s
er

vi
ce

 n
ot

 a
nt

ic
ip

at
ed

 to
 b

e 
pa

id
 fr

om
 p

ro
pe

rty
 o

pe
ra

tio
ns

. 
 A

 “
co

ns
tr

uc
tio

n 
is

su
e”

 is
 a

 p
ro

bl
em

 th
at

 m
ay

 r
ea

so
na

bl
y 

je
op

ar
di

ze
 th

e 
co

m
pl

et
io

n 
of

 th
e 

pr
oj

ec
t. 

 E
xa

m
pl

es
 o

f 
co

ns
tru

ct
io

n 
is

su
es

 in
cl

ud
e 

th
e 

ab
an

do
nm

en
t o

f 
co

ns
tru

ct
io

n 
an

d 
co

ns
tru

ct
io

n 
de

fe
ct

s t
ha

t a
re

 n
ot

 b
ei

ng
 a

dd
re

ss
ed

. 
 N

ot
e 

5:
 C

re
di

t e
nh

an
ce

m
en

ts
:  

W
he

re
 th

e 
lo

an
 p

ay
m

en
ts

 a
re

 s
ec

ur
ed

 b
y 

a 
le

tte
r o

f c
re

di
t f

ro
m

 a
n 

in
ve

st
m

en
t g

ra
de

 fi
na

nc
ia

l i
ns

tit
ut

io
n 

or
 a

n 
es

cr
ow

 a
cc

ou
nt

 h
el

d 
at

 a
n 

in
ve

st
m

en
t 

gr
ad

e 
fin

an
ci

al
 in
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tic

s 
as

 a
n 

as
se

t e
ls

ew
he

re
 in

 th
e 

R
B

C
 in

st
ru

ct
io

ns
.  

“A
cc

ep
ta

bl
e 

co
lla

te
ra

l”
 m

ea
ns

 c
as

h,
 c

as
h 

eq
ui

va
le

nt
s, 

se
cu

rit
ie

s 
is

su
ed

 o
r g

ua
ra

nt
ee

d 
by

 th
e 

U
ni

te
d 

St
at

es
 o

r 
C

an
ad

ia
n 

go
ve

rn
m

en
ts

 o
r 

th
ei

r 
go

ve
rn

m
en

t-s
po

ns
or

ed
 e

nt
er

pr
is

es
, p

ub
lic

ly
 tr

ad
ed

 o
bl

ig
at

io
ns

 d
es

ig
na

te
d 

1 
by

 th
e 

N
A

IC
, g

ov
er

nm
en

t m
on

ey
 m

ar
ke

t m
ut

ua
l f

un
ds

, a
nd

 s
uc

h 
ot

he
r 

ite
m

s a
s m

ay
 b

e 
de

fin
ed

 a
s a

cc
ep

ta
bl

e 
co

lla
te

ra
l i

n 
th

e 
Pu

rp
os

es
 a

nd
 P

ro
ce

du
re

s M
an

ua
l o

f t
he

 N
AI

C
 In

ve
st

m
en

t A
na

ly
si

s O
ffi

ce
. 

  
R

E
PL

IC
A

T
IO

N
 (S

Y
N

T
H

E
T

IC
 A

SS
E

T
) T

R
A

N
SA

C
T

IO
N

S 
A

N
D

 M
A

N
D

A
T

O
R

Y
 C

O
N

V
E

R
T

IB
L

E
 S

E
C

U
R

IT
IE

S 
FR

01
3 

Ba
si

s o
f F

ac
to

rs
 

 A
 r

ep
lic

at
io

n 
(s

yn
th

et
ic

 a
ss

et
) 

tra
ns

ac
tio

n 
is

 a
 d

er
iv

at
iv

e 
tra

ns
ac

tio
n 

en
te

re
d 

in
to

 i
n 

co
nj

un
ct

io
n 

w
ith

 o
th

er
 i

nv
es

tm
en

ts
 i

n 
or

de
r 

to
 r

ep
ro

du
ce

 t
he

 i
nv

es
tm

en
t 

ch
ar

ac
te

ris
tic

s 
of

 
ot

he
rw

is
e 

pe
rm

is
si

bl
e 

in
ve

st
m

en
ts

. A
 d

er
iv

at
iv

e 
tra

ns
ac

tio
n 

en
te

re
d 

in
to

 b
y 

a 
co

m
pa

ny
 a

s 
a 

he
dg

in
g 

or
 in

co
m

e-
ge

ne
ra

tio
n 

tra
ns

ac
tio

n 
sh

al
l n

ot
 b

e 
co

ns
id

er
ed

 a
 re

pl
ic

at
io

n 
(s

yn
th

et
ic

 
as

se
t) 

tra
ns

ac
tio

n.
 A

ll 
re

pl
ic

at
io

n 
tra

ns
ac

tio
ns

 m
us

t b
e 

re
vi

ew
ed

 a
nd

 a
pp

ro
ve

d 
by

 th
e 

N
A

IC
 C

ap
ita

l M
ar

ke
ts

 &
 I

nv
es

tm
en

t A
na

ly
si

s 
O

ff
ic

e 
an

d 
as

si
gn

ed
 a

n 
R

SA
T 

nu
m

be
r. 

Th
e 

tra
ns

ac
tio

ns
 a

re
 d

is
cl

os
ed

 in
 S

ch
ed

ul
e 

D
B

, P
ar

t C
. 
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A
 re

pl
ic

at
io

n 
(s

yn
th

et
ic

 a
ss

et
) t

ra
ns

ac
tio

n 
in

cr
ea

se
s 

th
e 

co
m

pa
ny

’s
 e

xp
os

ur
e 

to
 o

ne
 ty

pe
 o

f a
ss

et
, t

he
 re

pl
ic

at
ed

 (s
yn

th
et

ic
) a

ss
et

, a
nd

 m
ay

 re
du

ce
 th

e 
co

m
pa

ny
’s

 e
xp

os
ur

e 
to

 th
e 

as
se

t 
ris

k 
as

so
ci

at
ed

 w
ith

 th
e 

ca
sh

 m
ar

ke
t c

om
po

ne
nt

s o
f t

he
 tr

an
sa

ct
io

n.
 B

ot
h 

ef
fe

ct
s a

re
 c

ap
tu

re
d 

an
d 

qu
an

tif
ie

d 
in

 th
e 

w
or

ks
he

et
 fo

r r
ep

lic
at

io
n 

tra
ns

ac
tio

ns
. 

 A
 m

an
da

to
ry

 c
on

ve
rti

bl
e 

se
cu

rit
y 

is
 d

ef
in

ed
 a

s 
a 

ty
pe

 o
f c

on
ve

rti
bl

e 
bo

nd
 th

at
 h

as
 a

 re
qu

ire
d 

co
nv

er
si

on
 o

r r
ed

em
pt

io
n 

fe
at

ur
e.

 E
ith

er
 o

n 
or

 b
ef

or
e 

a 
co

nt
ra

ct
ua

l c
on

ve
rs

io
n 

da
te

, t
he

 
ho

ld
er

 m
us

t 
co

nv
er

t 
th

e 
m

an
da

to
ry

 c
on

ve
rti

bl
e 

se
cu

rit
y 

in
to

 t
he

 u
nd

er
ly

in
g 

co
m

m
on

 s
to

ck
. M

an
da

to
ry

 c
on

ve
rti

bl
e 

se
cu

rit
ie

s 
ar

e 
su

bj
ec

t t
o 

sp
ec

ia
l r

ep
or

tin
g 

in
st

ru
ct

io
ns

 a
nd

 a
re

 
th

er
ef

or
e 

no
t a

ss
ig

ne
d 

N
A

IC
 D

es
ig

na
tio

ns
 o

r U
ni

t P
ric

es
 b

y 
th

e 
SV

O
. T

he
 b

al
an

ce
 s

he
et

 a
m

ou
nt

 fo
r m

an
da

to
ry

 c
on

ve
rti

bl
e 

se
cu

rit
ie

s 
sh

al
l b

e 
re

po
rte

d 
at

 th
e 

lo
w

er
 o

f a
m

or
tiz

ed
 c

os
t 

or
 f

ai
r 

va
lu

e 
du

rin
g 

th
e 

pe
rio

d 
pr

io
r t

o 
co

nv
er

si
on

. T
hi

s 
re

po
rti

ng
 m

et
ho

d 
is

 n
ot

 im
pa

ct
ed

 b
y 

N
A

IC
 d

es
ig

na
tio

n 
or

 in
fo

rm
at

io
n 

re
ce

iv
ed

 fr
om

 c
re

di
t r

at
in

g 
pr

ov
id

er
s 

(C
R

Ps
). 

U
po

n 
co

nv
er

si
on

, t
he

se
 s

ec
ur

iti
es

 w
ill

 b
e 

su
bj

ec
t t

o 
th

e 
ac

co
un

tin
g 

gu
id

an
ce

 o
f t

he
 S

SA
P 

th
at

 re
fle

ct
s 

th
ei

r r
ev

is
ed

 c
ha

ra
ct

er
is

tic
s. 

 F
or

 fu
rth

er
 g

ui
da

nc
e 

re
ga

rd
in

g 
m

an
da

to
ry

 c
on

ve
rti

bl
e 

se
cu

rit
ie

s r
ef

er
 to

 S
SA

P 
N

o.
 2

6.
  T

hi
s w

or
ks

he
et

 a
dj

us
ts

 th
e 

R
B

C
 re

qu
ire

m
en

t u
pw

ar
d 

if 
th

e 
se

cu
rit

y 
th

at
 re

su
lts

 fr
om

 th
e 

co
nv

er
si

on
 is

 m
or

e 
ris

ky
 th

an
 th

e 
or

ig
in

al
 se

cu
rit

y.
 

Sp
ec

ifi
c 

In
st

ru
ct

io
ns

 fo
r A

pp
lic

at
io

n 
of

 F
or

m
ul

a 
 Th

is
 w

or
ks

he
et

 s
ho

ul
d 

co
nt

ai
n 

a 
lin

e 
fo

r 
ea

ch
 r

ep
lic

at
ed

 (
sy

nt
he

tic
) 

as
se

t 
an

d 
ea

ch
 c

as
h 

in
st

ru
m

en
t c

om
po

ne
nt

 o
f 

al
l r

ep
lic

at
io

n 
(s

yn
th

et
ic

 a
ss

et
) 

tra
ns

ac
tio

ns
 u

nd
er

ta
ke

n 
by

 th
e 

co
m

pa
ny

. I
t s

ho
ul

d 
al

so
 c

on
ta

in
 a

 li
ne

 f
or

 e
ac

h 
m

an
da

to
ry

 c
on

ve
rti

bl
e 

se
cu

rit
y 

an
d 

a 
lin

e 
fo

r 
th

e 
se

cu
rit

y 
th

at
 w

ill
 r

es
ul

t f
ro

m
 th

e 
co

nv
er

si
on

. T
he

 a
ss

et
s 

sh
ou

ld
 b

e 
so

rte
d 

fir
st

 b
y 

R
SA

T 
nu

m
be

r, 
ne

xt
 b

y 
ty

pe
 (r

ep
lic

at
ed

 a
ss

et
s, 

th
en

 c
as

h 
in

st
ru

m
en

ts
) a

nd
 fi

na
lly

 b
y 

C
U

SI
P.

 

C
ol

um
n 

(1
) 

Th
e 

R
SA

T 
nu

m
be

r f
or

 e
ac

h 
tra

ns
ac

tio
n 

sh
ou

ld
 b

e 
th

at
 u

se
d 

in
 S

ch
ed

ul
e 

D
B

, P
ar

t C
, S

ec
tio

n 
1.

 L
ea

ve
 th

is
 c

ol
um

n 
bl

an
k 

fo
r m

an
da

to
ry

 c
on

ve
rti

bl
e 

se
cu

rit
ie

s. 
 C

ol
um

n 
(2

) 
En

te
r 

an
 R

 (
fo

r 
re

pl
ic

at
ed

 a
ss

et
) 

if 
th

e 
lin

e 
de

sc
rib

es
 o

ne
 o

f 
th

e 
re

pl
ic

at
ed

 (
sy

nt
he

tic
) 

as
se

ts
, a

 C
W

 (
fo

r 
ca

sh
 i

ns
tru

m
en

t 
w

ith
 R

B
C

 c
re

di
t) 

if 
th

e 
lin

e 
de

sc
rib

es
 o

ne
 o

f 
th

e 
ca

sh
 

in
st

ru
m

en
ts

 c
on

st
itu

tin
g 

th
e 

tra
ns

ac
tio

n 
an

d 
th

e 
tra

ns
ac

tio
n 

ei
th

er
 (

1)
 is

 a
 s

w
ap

 o
f 

pr
os

pe
ct

iv
el

y 
de

te
rm

in
ed

 in
te

re
st

 r
at

es
; o

r 
(2

) 
el

im
in

at
es

 th
e 

as
se

t r
is

k 
as

so
ci

at
ed

 w
ith

 th
e 

ca
sh

 
in

st
ru

m
en

t, 
an

d 
a 

C
N

 (f
or

 c
as

h 
in

st
ru

m
en

t w
ith

 n
o 

R
B

C
 c

re
di

t) 
if 

th
e 

lin
e 

de
sc

rib
es

 o
ne

 o
f t

he
 c

as
h 

in
st

ru
m

en
ts

 c
on

st
itu

tin
g 

th
e 

tra
ns

ac
tio

n 
an

d 
th

e 
tra

ns
ac

tio
n 

do
es

 n
ot

 e
lim

in
at

e 
th

e 
in

su
re

r’
s e

xp
os

ur
e 

to
 th

e 
as

se
t r

is
k 

as
so

ci
at

ed
 w

ith
 th

e 
in

st
ru

m
en

t. 
En

te
r a

n 
M

C
 fo

r a
 m

an
da

to
ry

 c
on

ve
rti

bl
e 

se
cu

rit
y 

an
d 

an
 M

CC
 fo

r t
he

 se
cu

rit
y 

th
at

 w
ill

 re
su

lt 
fr

om
 th

e 
co

nv
er

si
on

. 
 C

ol
um

n 
(3

) 
Sh

ow
 th

e 
C

U
SI

P 
fo

r a
ll 

ca
sh

 in
st

ru
m

en
ts

 th
at

 a
re

 se
cu

rit
ie

s, 
al

l m
an

da
to

ry
 c

on
ve

rti
bl

e 
se

cu
rit

ie
s a

nd
 a

ll 
se

cu
rit

ie
s t

ha
t w

ill
 re

su
lt 

fr
om

 a
 m

an
da

to
ry

 c
on

ve
rs

io
n.

 
 C

ol
um

n 
(4

) 
G

iv
e 

th
e 

de
sc

rip
tio

n 
of

 th
e 

re
pl

ic
at

ed
 (s

yn
th

et
ic

) a
ss

et
(s

) o
r c

as
h 

in
st

ru
m

en
ts

 a
s f

ou
nd

 o
n 

Sc
he

du
le

 D
B

, P
ar

t C
, S

ec
tio

n 
1.

 L
ea

ve
 b

la
nk

 fo
r m

an
da

to
ry

 c
on

ve
rti

bl
e 

se
cu

rit
ie

s. 
 C

ol
um

n 
(5

) 
G

iv
e 

th
e 

N
A

IC
 d

es
ig

na
tio

n 
or

 o
th

er
 d

es
cr

ip
tio

n 
th

at
 w

ill
 b

es
t i

de
nt

ify
 th

e 
as

se
t r

is
k 

cl
as

s o
f t

he
 a

ss
et

. F
or

 re
pl

ic
at

io
ns

 (s
yn

th
et

ic
 a

ss
et

s)
, t

hi
s i

s c
on

ta
in

ed
 in

 c
ol

um
ns

 3
 o

r 1
4 

of
 

Sc
he

du
le

 D
B

, P
ar

t C
, S

ec
tio

n 
1.

 
 C

ol
um

n 
(6

) 
G

iv
e 

th
e 

bo
ok

/a
dj

us
te

d 
ca

rr
yi

ng
 v

al
ue

 o
f t

he
 a

ss
et

. F
or

 re
pl

ic
at

io
ns

 (s
yn

th
et

ic
 a

ss
et

s)
, t

hi
s i

s c
on

ta
in

ed
 in

 c
ol

um
ns

 5
, 1

0 
or

 1
5 

of
 S

ch
ed

ul
e 

D
B

, P
ar

t C
, S

ec
tio

n 
1.
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C
ol

um
n 

(7
) 

Fo
r r

ep
lic

at
ed

 (s
yn

th
et

ic
) a

ss
et

s 
an

d 
fo

r t
he

 s
ec

ur
iti

es
 th

at
 w

ill
 re

su
lt 

fr
om

 th
e 

co
nv

er
si

on
 o

f a
 m

an
da

to
ry

 c
on

ve
rti

bl
e 

se
cu

rit
y,

 m
ul

tip
ly

 th
e 

ris
k-

ba
se

d 
ca

pi
ta

l f
ac

to
r a

pp
ro

pr
ia

te
 to

 th
e 

as
se

t c
la

ss
 o

f t
he

 re
pl

ic
at

ed
 (s

yn
th

et
ic

) a
ss

et
 ti

m
es

 th
e 

bo
ok

/a
dj

us
te

d 
ca

rr
yi

ng
 v

al
ue

 c
on

ta
in

ed
 in

 C
ol

um
n 

(6
). 

Fo
r c

as
h 

in
st

ru
m

en
t c

om
po

ne
nt

s 
th

at
 q

ua
lif

y 
fo

r a
n 

R
B

C
 c

re
di

t a
nd

 fo
r 

m
an

da
to

ry
 c

on
ve

rti
bl

e 
se

cu
rit

ie
s, 

th
e 

am
ou

nt
 c

on
ta

in
ed

 in
 th

is
 c

ol
um

n 
is

 th
e 

pr
od

uc
t o

f: 
 

 
(a

)
th

e 
ris

k-
ba

se
d 

ca
pi

ta
l f

ac
to

r a
pp

ro
pr

ia
te

 to
 th

e 
as

se
t c

la
ss

 o
f t

he
 c

as
h 

in
st

ru
m

en
t o

r m
an

da
to

ry
 c

on
ve

rti
bl

e 
se

cu
rit

y,
 b

ut
 n

ot
 h

ig
he

r t
ha

n 
th

e 
av

er
ag

e 
ris

k-
ba

se
d 

ca
pi

ta
l 

fa
ct

or
 fo

r t
he

 re
pl

ic
at

ed
 (s

yn
th

et
ic

) a
ss

et
(s

) o
r t

he
 se

cu
rit

ie
s t

ha
t r

es
ul

t f
ro

m
 th

e 
co

nv
er

si
on

 o
f t

he
 m

an
da

to
ril

y 
co

nv
er

tib
le

 se
cu

rit
y,

 ti
m

es
 

 
(b

)
th

e 
bo

ok
/a

dj
us

te
d 

ca
rr

yi
ng

 v
al

ue
 c

on
ta

in
ed

 in
 C

ol
um

n 
(6

), 
tim

es
 

(c
)

–1
. 

 Fo
r o

th
er

 c
as

h 
in

st
ru

m
en

t c
om

po
ne

nt
s, 

th
is

 c
ol

um
n 

sh
ou

ld
 c

on
ta

in
 z

er
o.

 
  

H
E

D
G

E
D

 A
SS

E
T

 B
O

N
D

 A
N

D
 C

O
M

M
O

N
 S

T
O

C
K

 S
C

H
E

D
U

L
E

S 
FR

01
4 

an
d 

FR
01

5 
(I

ns
tr

uc
tio

ns
 re

la
te

d 
to

 in
te

rm
ed

ia
te

 h
ed

ge
s a

re
 in

 it
al

ic
s.)

 
H

ed
gi

ng

Th
e 

co
nc

ep
t o

f h
ed

gi
ng

 c
re

di
t, 

eq
ui

ty
 a

nd
 o

th
er

 ri
sk

s 
is

 w
id

el
y 

ac
ce

pt
ed

 a
nd

 u
nd

er
st

oo
d 

am
on

g 
in

su
re

rs
 a

nd
 th

ei
r r

eg
ul

at
or

s. 
In

 o
rd

er
 fo

r r
eg

ul
at

or
s 

to
 d

is
tin

gu
is

h 
be

tw
ee

n 
in

su
re

rs
 

th
at

 h
av

e 
ef

fe
ct

iv
el

y 
re

du
ce

d 
th

ei
r r

is
ks

 fr
om

 th
os

e 
in

su
re

rs
 th

at
 h

av
e 

no
t, 

th
e 

ris
k 

ba
se

d 
ca

pi
ta

l c
om

pu
ta

tio
n 

sh
ou

ld
 b

e 
se

ns
iti

ve
 to

 su
ch

 d
iff

er
en

ce
s. 

In
cr

ea
si

ng
 o

r d
ec

re
as

in
g 

ex
po

su
re

 
to

 d
iff

er
en

t 
as

se
t 

cl
as

se
s 

in
 r

el
at

io
n 

to
 a

 b
en

ch
m

ar
k 

as
se

t 
al

lo
ca

tio
n 

ta
ilo

re
d 

to
 m

ee
t 

th
e 

lo
ng

 te
rm

 o
bl

ig
at

io
ns

 t
o 

po
lic

y 
ow

ne
rs

 i
s 

cr
iti

ca
l 

to
 s

uc
ce

ss
fu

lly
 m

an
ag

in
g 

a 
co

m
pa

ny
. 

H
ed

gi
ng

 is
 th

e 
pr

oc
es

s 
of

 u
si

ng
 d

er
iv

at
iv

e 
in

st
ru

m
en

ts
 to

 m
os

t e
ff

ic
ie

nt
ly

 li
m

it 
ris

k 
as

so
ci

at
ed

 w
ith

 a
 p

ar
tic

ul
ar

 a
ss

et
 in

 a
 m

an
ne

r c
on

si
st

en
t w

ith
 th

e 
in

su
re

r’
s 

lo
ng

 te
rm

 o
bj

ec
tiv

es
. 

Th
e 

re
la

tiv
e 

ad
va

nt
ag

e 
of

 u
si

ng
 c

as
h 

m
ar

ke
t t

ra
ns

ac
tio

ns
 v

er
su

s d
er

iv
at

iv
e 

m
ar

ke
t t

ra
ns

ac
tio

ns
 d

ep
en

ds
 u

po
n 

m
ar

ke
t c

on
di

tio
ns

. 
 Th

e 
N

A
IC

 m
od

el
 i

nv
es

tm
en

t 
la

w
s 

an
d 

re
gu

la
tio

ns
 e

st
ab

lis
h 

sp
ec

ifi
c 

co
ns

tra
in

ts
 o

n 
th

e 
us

e 
of

 d
er

iv
at

iv
es

. 
 G

ov
er

na
nc

e 
of

 d
er

iv
at

iv
e 

us
e 

st
ar

ts
 w

ith
 a

pp
ro

ve
d 

an
d 

do
cu

m
en

te
d 

au
th

or
iti

es
 fr

om
 th

e 
in

su
re

r’
s B

oa
rd

 o
f D

ire
ct

or
s t

o 
m

an
ag

em
en

t. 
Th

es
e 

au
th

or
iti

es
 a

re
 c

oo
rd

in
at

ed
 w

ith
 a

nd
 e

nh
an

ce
d 

by
 li

m
its

 e
st

ab
lis

he
d 

by
 th

e 
in

su
re

r’
s d

om
ic

ili
ar

y 
st

at
e.

  
 H

ed
gi

ng
 s

tra
te

gi
es

 c
ur

re
nt

ly
 e

m
pl

oy
ed

 b
y 

in
su

re
rs

 r
an

ge
 f

ro
m

 s
tra

ig
ht

fo
rw

ar
d 

re
la

tio
ns

hi
ps

 b
et

w
ee

n 
th

e 
he

dg
ed

 a
ss

et
 a

nd
 th

e 
de

riv
at

iv
e 

in
st

ru
m

en
t (

th
e 

he
dg

e)
 to

 m
or

e 
co

m
pl

ex
 

re
la

tio
ns

hi
ps

. T
he

 p
ur

po
se

 o
f t

hi
s 

se
ct

io
n 

of
 th

e 
R

B
C

 c
al

cu
la

tio
n 

is
 to

 m
ea

su
re

 a
nd

 re
fle

ct
 in

 R
B

C
 th

e 
ris

k 
re

du
ct

io
n 

ac
hi

ev
ed

 b
y 

an
 in

su
re

r’
s 

us
e 

of
 th

e 
m

os
t s

tra
ig

ht
fo

rw
ar

d 
ty

pe
s 

of
 

he
dg

es
 in

vo
lv

in
g 

cr
ed

it 
de

fa
ul

t a
nd

 e
qu

ity
 C

-1
 ri

sk
s. 

 To
 a

vo
id

 th
e 

po
ss

ib
le

 d
ou

bl
e 

co
un

tin
g 

of
 R

B
C

 c
re

di
ts

, e
xc

lu
de

d 
fr

om
 th

is
 s

ec
tio

n 
ar

e 
an

y 
R

B
C

 c
re

di
ts

 a
ris

in
g 

fr
om

 h
ed

ge
s 

th
at

 a
re

 p
ar

t o
f 

th
e 

C
le

ar
ly

 D
ef

in
ed

 H
ed

gi
ng

 S
tra

te
gy

 
(C

D
H

S)
 r

eq
ui

re
d 

fo
r 

C
-3

 c
as

h 
flo

w
 t

es
tin

g 
or

 o
th

er
 r

is
k 

m
iti

ga
tio

n 
te

ch
ni

qu
es

 (
e.

g.
 r

ei
ns

ur
an

ce
) 

w
hi

ch
 p

ro
du

ce
 r

ed
uc

ed
 l

ev
el

s 
of

 R
B

C
 b

y 
op

er
at

io
n 

of
 o

th
er

 p
ar

ts
 o

f 
th

e 
R

B
C

 
fo

rm
ul

a.
 

 R
B

C
 a

nd
 M

ea
su

rin
g 

th
e 

R
is

k 
R

ed
uc

ed
 b

y 
H

ed
gi

ng
 

To
 m

ea
su

re
 th

e 
ris

ks
 r

ed
uc

ed
 b

y 
he

dg
in

g 
an

d 
re

fle
ct

 th
e 

ef
fe

ct
s 

in
 R

B
C

 it
 is

 im
po

rta
nt

 to
 u

nd
er

st
an

d 
th

e 
ch

ar
ac

te
ris

tic
s 

an
d 

pu
rp

os
e 

of
 th

e 
he

dg
e.

 A
 p

or
tfo

lio
 m

an
ag

er
 s

ee
ki

ng
 to

 
he

dg
e 

a 
pa

rti
cu

la
r a

ss
et

 o
r p

or
tfo

lio
 ri

sk
 m

us
t d

et
er

m
in

e 
if 

th
e 

de
riv

at
iv

e 
in

st
ru

m
en

ts
 a

va
ila

bl
e 

w
ill

 d
o 

a 
su

ita
bl

e 
jo

b 
of

 ri
sk

 m
iti

ga
tio

n.
 

D
ef

au
lt 

ris
k 

- A
 p

or
tfo

lio
 m

an
ag

er
 m

ay
 d

et
er

m
in

e 
th

at
 th

e 
de

fa
ul

t r
is

k 
of

 a
 p

ar
tic

ul
ar

 d
eb

t s
ec

ur
ity

 w
hi

ch
 m

at
ur

es
 in

 8
 y

ea
rs

 n
ee

ds
 to

 b
e 

he
dg

ed
 b

ec
au

se
 o

f a
 n

ea
r t

er
m

 c
re

di
t c

on
ce

rn
 

w
hi

ch
 m

ay
 re

so
lv

e 
be

fo
re

 th
e 

de
bt

 m
at

ur
es

. A
 c

re
di

t d
ef

au
lt 

sw
ap

 (C
D

S)
 w

ou
ld

 b
e 

th
e 

m
os

t e
ff

ec
tiv

e 
he

dg
in

g 
in

st
ru

m
en

t. 
In

 s
om

e 
ci

rc
um

st
an

ce
s 

th
e 

m
an

ag
er

 m
ay

 p
ur

ch
as

e 
a 

C
D

S 
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w
ith

 8
 y

ea
rs

 to
 m

at
ur

ity
 w

hi
ch

 fu
lly

 m
iti

ga
te

s 
th

e 
de

fa
ul

t r
is

k 
an

d 
sh

al
l r

es
ul

t i
n 

an
 R

B
C

 c
re

di
t w

hi
ch

 fu
lly

 o
ff

se
ts

 th
e 

C
-1

 d
ef

au
lt 

ris
k 

ch
ar

ge
 o

n 
th

e 
de

bt
 s

ec
ur

ity
. H

ow
ev

er
, s

ee
ki

ng
 

th
e 

m
os

t l
iq

ui
d 

an
d 

co
st

 e
ff

ic
ie

nt
 m

ar
ke

t f
or

 th
e 

pu
rc

ha
se

 o
f 

su
ch

 a
n 

in
st

ru
m

en
t m

ay
 le

ad
 to

 th
e 

pu
rc

ha
se

 o
f 

a 
5 

ye
ar

 C
D

S 
w

hi
ch

 th
e

m
an

ag
er

 p
la

ns
 to

 r
en

ew
 (

ro
ll)

 a
s 

th
e 

cr
ed

it 
ci

rc
um

st
an

ce
s 

ev
ol

ve
 in

 th
e 

co
m

in
g 

ye
ar

s. 
In

 th
is

 c
as

e 
th

er
e 

is
 a

 3
 y

ea
r 

m
at

ur
ity

 m
is

m
at

ch
 b

et
w

ee
n 

th
e 

de
bt

 s
ec

ur
ity

 a
nd

 th
e 

he
dg

in
g 

in
st

ru
m

en
t. 

To
 a

cc
ou

nt
 f

or
 th

e 
di

ff
er

en
ce

 
be

tw
ee

n 
in

su
re

rs
 th

at
 h

av
e 

he
dg

ed
 th

e 
de

bt
 se

cu
rit

y 
to

 fu
ll 

m
at

ur
ity

 v
er

su
s t

ho
se

 w
ith

 a
 m

is
m

at
ch

ed
 p

os
iti

on
, t

he
 d

et
er

m
in

at
io

n 
of

 th
e 

R
B

C
 c

re
di

t s
ha

ll 
be

 m
ad

e
in

 a
cc

or
da

nc
e 

w
ith

 th
e

fo
llo

w
in

g 
fo

rm
ul

a 
w

hi
ch

 li
m

its
 th

e 
re

su
lts

 to
 a

 fr
ac

tio
n 

of
 th

e 
C

-1
 c

ha
rg

e 
fo

r t
he

 h
ed

ge
d 

as
se

t. 
 

%
10

%
10

%
94

,1
C

ha
rg

e
A

ss
et

 
 

C
1

 
of 

% 
A

s
C

re
di

t 
 

R
B

C
Bo

nd
of

 M
at

ur
ity

 
to

Ti
m

e

C
D

S
of

 M
at

ur
ity

 
to

Ti
m

e
M

in

 Th
is

 a
cc

ou
nt

s f
or

 m
is

m
at

ch
ed

 m
at

ur
iti

es
 a

nd
 p

ro
vi

de
s a

 re
gu

la
to

ry
 m

ar
gi

n 
of

 sa
fe

ty
 w

ith
in

 a
 ra

ng
e 

of
 9

4%
-1

0%
 o

f t
he

 C
-1

 a
ss

et
 c

ha
rg

e.
 

 Th
er

e 
m

ay
 a

ls
o 

be
 c

ir
cu

m
st

an
ce

s w
he

re
 d

ef
au

lt 
ri

sk
 is

 re
du

ce
d 

by
 h

ed
gi

ng
 s

pe
ci

fic
 p

or
tfo

lio
s 

us
in

g 
a 

ba
sk

et
 o

r 
in

de
x-

 b
as

ed
 d

er
iv

at
iv

e 
(e

.g
. C

D
X 

fa
m

ily
 o

f d
er

iv
at

iv
es

) w
ith

 th
e 

sa
m

e 
or

 v
er

y 
si

m
ila

r 
co

m
po

ne
nt

s a
s t

he
 p

or
tfo

lio
. F

or
 th

es
e 

he
dg

es
 th

e 
ri

sk
 r

ed
uc

tio
n 

sh
al

l b
e 

m
ea

su
re

d 
ba

se
d 

on
 th

e 
nu

m
be

r 
of

 is
su

er
s 

co
m

m
on

 to
 th

e 
bo

th
 th

e 
in

su
re

r’
s p

or
tfo

lio
 a

nd
 th

e 
in

de
x/

ba
sk

et
 C

D
S.

 A
 m

in
im

um
 o

f 5
0%

 o
ve

rl
ap

 o
f t

he
 d

er
iv

at
iv

e 
in

st
ru

m
en

t n
ot

io
na

l a
m

ou
nt

 a
nd

 th
e 

bo
ok

 a
dj

us
te

d 
ca

rr
yi

ng
 v

al
ue

 o
f t

he
 h

ed
ge

d 
bo

nd
s s

ha
ll 

be
 re

qu
ir

ed
 to

 q
ua

lif
y 

fo
r 

an
y 

RB
C

 c
re

di
t. 

 A
dd

iti
on

al
ly

, i
f t

he
 in

su
re

r 
he

dg
es

 a
n 

in
de

x,
 e

ac
h 

bo
nd

 m
us

t b
e 

lis
te

d 
(e

. g
. i

f t
he

 in
su

re
r 

ac
qu

ir
es

 a
 C

D
X 

th
at

 h
ed

ge
s 

12
5 

na
m

es
 e

qu
al

ly
, t

he
n 

th
e 

in
su

re
r 

m
us

t l
is

t 
al

l 1
25

 n
am

es
 o

n 
th

e 
sc

he
du

le
), 

re
ga

rd
le

ss
 if

 th
e 

in
su

re
r o

w
ns

 a
ll 

th
e 

bo
nd

s i
n 

th
e 

in
de

x.
 

A
s 

R
B

C
 is

 c
ur

re
nt

ly
 m

ea
su

re
d 

an
d 

re
po

rte
d 

an
nu

al
ly

 a
nd

 to
 a

n 
ex

te
nt

 p
ro

vi
de

s 
a 

re
gu

la
to

r w
ith

 a
n 

in
di

ca
to

r o
f c

ap
ita

l s
uf

fic
ie

nc
y 

fo
r t

he
 n

ea
r t

er
m

 fu
tu

re
; d

ef
au

lt 
ris

k 
pr

ot
ec

tio
n 

as
 

pr
ov

id
ed

 b
y 

C
D

S 
(b

as
ed

 o
n 

a 
sp

ec
ifi

c 
se

cu
rit

y 
or

 a
n 

in
de

x 
of

 s
ec

ur
iti

es
) 

sh
al

l h
av

e 
m

or
e 

th
an

 1
 y

ea
r 

re
m

ai
ni

ng
 to

 m
at

ur
ity

 in
 o

rd
er

 to
 r

ec
ei

ve
 a

ny
 R

B
C

 c
re

di
t, 

pr
ov

id
ed

 th
at

 th
e 

re
m

ai
ni

ng
 m

at
ur

ity
 o

f t
he

 h
ed

ge
d 

de
bt

 s
ec

ur
ity

 o
r a

ve
ra

ge
 m

at
ur

ity
 o

f t
he

 h
ed

ge
d 

po
rtf

ol
io

 is
 g

re
at

er
 th

an
 1

 y
ea

r. 
W

he
n 

bo
th

 th
e 

de
fa

ul
t r

is
k 

pr
ot

ec
tio

n 
an

d 
th

e 
he

dg
ed

 d
eb

t s
ec

ur
ity

 
ha

ve
 le

ss
 th

an
 o

ne
 y

ea
r 

to
 m

at
ur

ity
, f

ul
l R

B
C

 c
re

di
t s

ha
ll 

be
 a

llo
w

ed
 p

ro
vi

de
d 

th
at

 th
e 

m
at

ur
ity

 o
f 

th
e 

pr
ot

ec
tio

n 
is

 la
te

r 
th

an
 th

e 
m

at
ur

ity
 o

f 
th

e 
de

bt
 s

ec
ur

ity
; o

th
er

w
is

e 
no

 R
B

C
 

cr
ed

it 
is

 a
llo

w
ed

. 

Eq
ui

ty
 m

ar
ke

t r
is

k 
- A

 p
or

tfo
lio

 m
an

ag
er

 m
ay

 d
et

er
m

in
e 

th
at

 th
e 

m
ar

ke
t r

is
k 

of
 h

ol
di

ng
 a

 p
ar

tic
ul

ar
 c

om
m

on
 s

to
ck

 n
ee

ds
 to

 b
e 

re
du

ce
d.

 B
ec

au
se

 a
n 

ou
tri

gh
t s

al
e 

at
 th

at
 p

oi
nt

 in
 ti

m
e 

m
ig

ht
 b

e 
di

sa
dv

an
ta

ge
ou

s 
to

 th
e 

in
su

re
r a

nd
/o

r p
ol

ic
y 

ow
ne

rs
, a

 s
ho

rt 
fu

tu
re

s 
co

nt
ra

ct
 m

ay
 b

e 
pu

rc
ha

se
d 

to
 e

lim
in

at
e 

th
e 

cu
rr

en
t m

ar
ke

t r
is

k 
by

 e
st

ab
lis

hi
ng

 a
 s

al
e 

pr
ic

e 
in

 th
e 

fu
tu

re
. 

Th
e 

C
-1

 R
B

C
 e

qu
ity

 ri
sk

 c
re

di
t s

ha
ll 

be
 li

m
ite

d 
to

 9
4%

.  

Th
er

e 
m

ay
 a

ls
o 

be
 c

ir
cu

m
st

an
ce

s 
w

he
re

 e
qu

ity
 m

ar
ke

t r
is

k 
is

 r
ed

uc
ed

 b
y 

he
dg

in
g 

eq
ui

ty
 p

or
tfo

lio
s 

us
in

g 
de

ri
va

tiv
es

 b
as

ed
 o

n 
eq

ui
ty

 m
ar

ke
t i

nd
ic

es
 (e

.g
. S

&
P 

50
0 

fu
tu

re
s 

co
nt

ra
ct

s)
. 

U
nl

es
s 

th
e 

eq
ui

ty
 p

or
tfo

lio
 is

 e
xa

ct
ly

 m
at

ch
ed

 to
 th

e 
in

de
x,

 th
e 

he
dg

e 
w

ill
 n

ot
 p

ro
vi

de
 p

re
ci

se
 o

ne
-to

-o
ne

 p
ro

te
ct

io
n 

fr
om

 fl
uc

tu
at

io
ns

 in
 v

al
ue

.  
 T

he
 in

su
re

r 
m

us
t l

is
t a

ll 
po

si
tio

ns
 in

 
th

e 
eq

ui
ty

 in
de

x 
in

di
vi

du
al

ly
 (e

. g
. a

ll 
50

0 
co

m
m

on
 st

oc
ks

 th
at

 a
re

 p
ar

t o
f t

he
 S

&
P 

50
0)

, r
eg

ar
dl

es
s i

f t
he

 in
su

re
r o

w
ns

 a
ll 

th
e 

st
oc

ks
 in

 th
e 

in
de

x.

D
ef

in
iti

on
s a

nd
 In

st
ru

ct
io

ns
 fo

r t
he

 S
pr

ea
ds

he
et

 C
om

pu
ta

tio
n 

of
 R

is
k 

R
ed

uc
tio

n 

(N
um

er
ic

 re
fe

re
nc

es
 re

pr
es

en
t s

pr
ea

ds
he

et
 c

ol
um

ns
) 

B
on

ds
 

(1
) 

D
es

cr
ip

tio
n 

- R
ep

or
te

d 
on

 S
ch

ed
ul

e 
D

B
. 

(2
) 

N
ot

io
na

l A
m

ou
nt

 - 
A

m
ou

nt
 re

po
rte

d 
on

 S
ch

ed
ul

e 
D

B
. 
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(3
) 

R
el

at
io

ns
hi

p 
Ty

pe
 o

f t
he

 H
ed

gi
ng

 In
st

ru
m

en
t a

nd
 H

ed
ge

d 
A

ss
et

.  
Th

er
e 

ar
e 

tw
o 

ca
te

go
rie

s;
 B

as
ic

 a
nd

 In
te

rm
ed

ia
te

 re
la

tio
ns

hi
ps

.  
B

as
ic

 re
la

tio
ns

hi
p 

= 
Si

ng
le

 is
su

er
 c

re
di

t 
de

fa
ul

t s
w

ap
 o

n 
a 

si
ng

le
 is

su
er

 n
am

e 
to

 h
ed

ge
 th

e 
cr

ed
it 

ris
k 

of
 a

 s
pe

ci
fic

 h
ed

ge
d 

as
se

t. 
 In

te
rm

ed
ia

te
 r

el
at

io
ns

hi
p 

=
 A

 p
or

tfo
lio

 o
f i

ns
ur

er
 a

ss
et

s 
pa

ir
ed

 w
ith

 a
 b

as
ke

t o
r 

in
de

x 
ba

se
d 

he
dg

in
g 

in
st

ru
m

en
t w

ith
 th

e 
sa

m
e 

or
 v

er
y 

si
m

ila
r 

co
m

po
ne

nt
s 

as
 th

e 
po

rt
fo

lio
.  

Fo
r 

in
te

rm
ed

ia
te

 r
el

at
io

ns
hi

ps
, a

 m
in

im
um

 o
f 5

0%
 o

ve
rl

ap
 o

f t
he

 d
er

iv
at

iv
e 

in
st

ru
m

en
t n

ot
io

na
l 

am
ou

nt
 a

nd
 th

e 
bo

ok
 a

dj
us

te
d 

ca
rr

yi
ng

 v
al

ue
 o

f t
he

 h
ed

ge
d 

bo
nd

s s
ha

ll 
be

 re
qu

ir
ed

 to
 q

ua
lif

y 
fo

r a
ny

 R
BC

 c
re

di
t. 

 
 (4

) 
M

at
ur

ity
 D

at
e 

- D
at

e 
re

po
rte

d 
on

 S
ch

ed
ul

e 
D

B
. 

(5
) 

D
es

cr
ip

tio
n 

- B
on

d 
de

sc
rip

tio
n 

fo
un

d 
in

 S
ch

ed
ul

e 
D

.  
Fo

r i
nt

er
m

ed
ia

te
 re

la
tio

ns
hi

ps
, e

ac
h 

bo
nd

 m
us

t b
e 

lis
te

d 
(e

. g
. i

f t
he

 in
su

re
r a

cq
ui

re
s a

 c
re

di
t d

ef
au

lt 
in

de
x 

th
at

 h
ed

ge
s 

12
5 

na
m

es
 e

qu
al

ly
, t

he
n 

th
e 

in
su

re
r m

us
t l

is
t a

ll 
12

5 
na

m
es

 o
n 

th
e 

sc
he

du
le

. 

(6
) 

C
U

SI
P 

Id
en

tif
ic

at
io

n 
- B

on
d 

un
iq

ue
 id

en
tif

ie
r f

ou
nd

 in
 S

ch
ed

ul
e 

D
.  

(7
) 

B
oo

k 
A

dj
us

te
d 

C
ar

ry
in

g 
V

al
ue

 - 
V

al
ue

 fo
un

d 
on

 S
ch

ed
ul

e 
D

.  
 

(8
)  

O
ve

rla
p 

w
ith

 I
ns

ur
er

’s
 B

on
d 

Po
rtf

ol
io

 –
 T

he
 p

or
tio

n 
of

 C
ol

um
n 

(2
) 

N
ot

io
na

l A
m

ou
nt

 o
f 

th
e 

H
ed

gi
ng

 I
ns

tru
m

en
t t

ha
t h

ed
ge

s 
C

ol
um

n 
(7

) 
B

oo
k 

A
dj

us
te

d 
C

ar
ry

in
g 

V
al

ue
.  

Th
is

 a
m

ou
nt

 c
an

no
t e

xc
ee

d 
C

ol
um

n 
(7

) B
oo

k 
A

dj
us

te
d 

C
ar

ry
in

g 
V

al
ue

. 
 

 (9
) 

M
at

ur
ity

 D
at

e 
- T

he
 d

at
e 

is
 fo

un
d 

in
 S

ch
ed

ul
e 

D
.  

 

(1
0)

 
N

A
IC

 D
es

ig
na

tio
n 

- D
es

ig
na

tio
n 

fo
un

d 
in

 S
ch

ed
ul

e 
D

. N
ec

es
sa

ry
 to

 d
et

er
m

in
e 

co
rr

ec
t R

B
C

 F
ac

to
r f

or
 th

e 
B

on
ds

. 
 

(1
1)

 
R

B
C

 F
ac

to
r -

 F
ac

to
r b

as
ed

 o
n 

C
ol

um
n 

(1
0)

 N
A

IC
 D

es
ig

na
tio

n 
an

d 
N

A
IC

 C
-1

 R
B

C
 fa

ct
or

s t
ab

le
.  

  

(1
2)

 
G

ro
ss

 R
B

C
 C

ha
rg

e 
– 

Th
is

 is
 th

e 
C

-1
 R

B
C

 c
ha

rg
e 

ba
se

d 
on

 h
ol

di
ng

s a
t t

he
 e

nd
 o

f t
he

 y
ea

r. 
 C

al
cu

la
tio

n:
 C

ol
um

ns
 (7

) B
oo

k 
A

dj
us

te
d 

C
ar

ry
in

g 
V

al
ue

 m
ul

tip
lie

d 
by

 (1
1)

 R
B

C
 

Fa
ct

or
. 

(1
3)

 
R

B
C

 C
re

di
t f

or
 H

ed
gi

ng
 In

st
ru

m
en

ts
 –

 If
 C

ol
um

n 
(8

) O
ve

rla
p 

w
ith

 In
su

re
r’

s B
on

d 
Po

rtf
ol

io
 is

 z
er

o;
 th

e 
R

B
C

 C
re

di
t w

ou
ld

 a
ls

o 
be

 z
er

o.
  T

he
 H

ed
gi

ng
 In

st
ru

m
en

t m
us

t h
av

e 
m

or
e 

th
an

 1
 y

ea
r r

em
ai

ni
ng

 to
 m

at
ur

ity
 in

 o
rd

er
 to

 re
ce

iv
e 

an
y 

R
B

C
 c

re
di

t p
ro

vi
de

d 
th

at
 th

e 
re

m
ai

ni
ng

 ti
m

e 
to

 m
at

ur
ity

 o
f t

he
 H

ed
ge

d 
A

ss
et

 - 
B

on
ds

 is
 g

re
at

er
 th

an
 1

 y
ea

r. 
 If

 b
ot

h 
th

e 
H

ed
gi

ng
 In

st
ru

m
en

t a
nd

 th
e 

H
ed

ge
d 

A
ss

et
 - 

B
on

ds
 m

at
ur

ity
 d

at
es

 a
re

 le
ss

 th
an

 1
 y

ea
r, 

th
e 

m
ax

im
um

 R
B

C
 c

re
di

t d
et

er
m

in
ed

 u
si

ng
 th

e 
fo

rm
ul

a 
be

lo
w

 s
ha

ll 
be

 a
llo

w
ed

 p
ro

vi
de

d 
th

at
 

th
e 

m
at

ur
ity

 o
f t

he
 h

ed
gi

ng
 in

st
ru

m
en

t i
s 

eq
ua

l t
o 

or
 la

te
r t

ha
n 

th
e 

m
at

ur
ity

 o
f t

he
 b

on
d.

   
C

al
cu

la
tio

n 
is

 C
ol

um
n 

(8
) O

ve
rla

p 
w

ith
 In

su
re

r’
s 

B
on

d 
Po

rtf
ol

io
 m

ul
tip

lie
d 

by
 R

B
C

 C
re

di
t 

as
 %

 o
f C

-1
 A

ss
et

 C
ha

rg
e 

fo
rm

ul
a 

(f
or

m
ul

a 
lis

te
d 

be
lo

w
) m

ul
tip

lie
d 

by
 (1

1)
 R

B
C

 F
ac

to
r. 

  

%
10

%
10

%
94

,1
C

ha
rg

e
A

ss
et

 
 

C
1

 
of 

% 
as

C
re

di
t 

 
R

B
C

Bo
nd

of
 M

at
ur

ity
 

to
Ti

m
e

In
st

ru
m

en
t

H
ed

gi
ng

of
 M

at
ur

ity
 

to
Ti

m
e

M
in

Ti
m

e 
to

 M
at

ur
ity

 o
f H

ed
gi

ng
 In

st
ru

m
en

t d
iv

id
ed

 b
y 

Ti
m

e 
to

 M
at

ur
ity

 o
f B

on
d 

ca
nn

ot
 e

xc
ee

d 
1.
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(1
4)

 
N

et
 R

B
C

 C
ha

rg
e 

– 
C

ol
um

n 
(1

2)
 G

ro
ss

 R
B

C
 C

ha
rg

e 
m

in
us

 (1
3)

 R
B

C
 C

re
di

t f
or

 H
ed

gi
ng

 In
st

ru
m

en
ts

. 
 C

om
m

on
 S

to
ck

s 

(1
) 

D
es

cr
ip

tio
n 

- R
ep

or
te

d 
on

 S
ch

ed
ul

e 
D

B
. 

(2
) 

N
ot

io
na

l A
m

ou
nt

 - 
A

m
ou

nt
 re

po
rte

d 
on

 S
ch

ed
ul

e 
D

B
. 

(3
) 

R
el

at
io

ns
hi

p 
Ty

pe
 o

f 
th

e 
H

ed
gi

ng
 I

ns
tru

m
en

t a
nd

 H
ed

ge
d 

A
ss

et
.  

Th
er

e 
ar

e 
tw

o 
ca

te
go

rie
s;

 B
as

ic
 r

el
at

io
ns

hi
ps

 o
r 

In
te

rm
ed

ia
te

 r
el

at
io

ns
hi

ps
.  

B
as

ic
 r

el
at

io
ns

hi
p 

= 
Si

ng
le

 
na

m
e 

eq
ui

ty
 H

ed
gi

ng
 I

ns
tru

m
en

t p
ai

re
d 

w
ith

 a
 s

pe
ci

fic
 c

om
m

on
 s

to
ck

.  
In

te
rm

ed
ia

te
 r

el
at

io
ns

hi
p 

=
 A

 p
or

tfo
lio

 o
f c

om
m

on
 s

to
ck

s 
pa

ir
ed

 w
ith

 a
 b

as
ke

t o
r 

in
de

x 
ba

se
d 

H
ed

gi
ng

 
In

st
ru

m
en

t w
ith

 th
e 

sa
m

e 
or

 v
er

y 
si

m
ila

r 
co

m
po

ne
nt

s 
as

 th
e 

po
rt

fo
lio

.  
Fo

r 
in

te
rm

ed
ia

te
 r

el
at

io
ns

hi
ps

, a
 m

in
im

um
 o

f 5
0%

 o
ve

rl
ap

 o
f t

he
 d

er
iv

at
iv

e 
in

st
ru

m
en

t n
ot

io
na

l a
m

ou
nt

 a
nd

 
th

e 
bo

ok
 a

dj
us

te
d 

ca
rr

yi
ng

 v
al

ue
 o

f t
he

 h
ed

ge
d 

co
m

m
on

 st
oc

ks
 sh

al
l b

e 
re

qu
ir

ed
 to

 q
ua

lif
y 

fo
r a

ny
 R

BC
 c

re
di

t. 
 

(4
) 

D
es

cr
ip

tio
n 

- C
om

m
on

 S
to

ck
 d

es
cr

ip
tio

n 
fo

un
d 

in
 S

ch
ed

ul
e 

D
 P

ar
t 2

 S
ec

tio
n 

2.
  F

or
 i

nt
er

m
ed

ia
te

 r
el

at
io

ns
hi

ps
, 

ea
ch

 c
om

m
on

 s
to

ck
 m

us
t 

be
 l

is
te

d 
(e

. 
g.

 i
f 

th
e 

in
su

re
r 

ac
qu

ir
es

 a
 sh

or
t f

ut
ur

es
 c

on
tr

ac
t t

ha
t h

ed
ge

s t
he

 S
&

P 
50

0,
 th

en
 th

e 
in

su
re

r m
us

t l
is

t a
ll 

50
0 

st
oc

ks
 o

n 
th

e 
sc

he
du

le
). 

 

(5
) 

C
U

SI
P 

Id
en

tif
ic

at
io

n 
- C

om
m

on
 S

to
ck

 u
ni

qu
e 

id
en

tif
ie

r f
ou

nd
 in

 S
ch

ed
ul

e 
D

 P
ar

t 2
 S

ec
tio

n 
2.

 
 

(6
) 

B
oo

k 
A

dj
us

te
d 

C
ar

ry
in

g 
V

al
ue

 - 
V

al
ue

 fo
un

d 
on

 S
ch

ed
ul

e 
D

 P
ar

t 2
 S

ec
tio

n 
2.

  
 

 (7
) 

O
ve

rla
p 

w
ith

 I
ns

ur
er

’s
 S

to
ck

 P
or

tfo
lio

 –
 T

he
 p

or
tio

n 
of

 C
ol

um
n 

(2
) 

N
ot

io
na

l A
m

ou
nt

 o
f 

th
e 

H
ed

gi
ng

 I
ns

tru
m

en
t t

ha
t h

ed
ge

s 
C

ol
um

n 
(6

) 
B

oo
k 

A
dj

us
te

d 
C

ar
ry

in
g 

V
al

ue
.  

Th
is

 a
m

ou
nt

 c
an

no
t e

xc
ee

d 
th

e 
C

ol
um

n 
(6

) B
oo

k 
A

dj
us

te
d 

C
ar

ry
in

g 
V

al
ue

. 
 

(8
) 

R
B

C
 F

ac
to

r -
 F

ac
to

r b
as

ed
 o

n 
N

A
IC

 R
B

C
 F

R
00

5 
co

m
m

on
 st

oc
k 

fa
ct

or
.  

(9
) 

G
ro

ss
 R

B
C

 C
ha

rg
e 

- T
he

 C
-1

 R
B

C
 c

ha
rg

e 
ba

se
d 

on
 h

ol
di

ng
s a

t t
he

 e
nd

 o
f t

he
 y

ea
r. 

 C
al

cu
la

tio
n:

 C
ol

um
ns

 (6
) B

oo
k 

A
dj

us
te

d 
C

ar
ry

in
g 

V
al

ue
 m

ul
tip

lie
d 

by
 (8

) R
B

C
 F

ac
to

r. 
 

(1
0)

 
R

B
C

 C
re

di
t f

or
 H

ed
gi

ng
 I

ns
tru

m
en

ts
 -

 R
B

C
 c

re
di

t f
or

 e
qu

ity
 m

ar
ke

t r
is

k 
re

du
ct

io
n 

is
 li

m
ite

d 
to

 9
4%

 o
f 

th
e 

C
-1

 A
ss

et
 c

ha
rg

e.
  

  
C

al
cu

la
tio

n:
 C

ol
um

n 
(7

) 
O

ve
rla

p 
w

ith
 

In
su

re
r’

s S
to

ck
 P

or
tfo

lio
 m

ul
tip

lie
d 

by
 (8

) R
B

C
 F

ac
to

r m
ul

tip
lie

d 
by

 9
4%

. 

(1
1)

 
N

et
 R

B
C

 C
ha

rg
e 

- C
ol

um
n 

(9
) G

ro
ss

 R
B

C
 C

ha
rg

e 
m

in
us

 (1
0)

 R
B

C
 C

re
di

t f
or

 H
ed

gi
ng

 In
st

ru
m

en
ts

. 
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Fa
ct

or
s 

Ta
bl

e
A

s 
de

te
rm

in
ed

 b
y 

th
e 

N
A

IC

NA
IC

 
De

si
gn

at
io

n
In

te
rn

al
 

De
si

gn
at

io
n

Fa
ct

or
NA

IC
 

De
si

gn
at

io
n

In
te

rn
al

 
De

si
gn

at
io

n
Fa

ct
or

NA
IC

 
De

si
gn

at
io

n
In

te
rn

al
 

De
si

gn
at

io
n

Fa
ct

or
0.

00
00

 
 

0.
00

00
0.

00
00

1
1

0.
00

40
1

1A
M

0.
00

40
1

1Z
0.

00
40

2
2

0.
01

30
2

2A
M

0.
01

30
2

2Z
0.

01
30

3
3

0.
04

60
3

3A
M

0.
04

60
3

3Z
0.

04
60

4
4

0.
10

00
4

4A
M

0.
10

00
4

4Z
0.

10
00

5
5

0.
23

00
5

5A
M

0.
23

00
5

5Z
0.

23
00

6
6

0.
30

00
6

6A
M

0.
30

00
6

6Z
0.

30
00

0.
00

00
0.

00
00

0.
00

00
5

5*
0.

23
00

1
1F

M
0.

00
40

1
1Z

*
0.

00
40

6
6*

0.
30

00
2

2F
M

0.
01

30
2

2Z
*

0.
01

30
3

3F
M

0.
04

60
3

3Z
*

0.
04

60
0.

00
00

4
4F

M
0.

10
00

4
4Z

*
0.

10
00

1
1F

0.
00

40
5

5F
M

0.
23

00
5

5Z
*

0.
23

00
2

2F
0.

01
30

6
6F

M
0.

30
00

6
6Z

*
0.

30
00

3
3F

0.
04

60
4

4F
0.

10
00

 
 

0.
00

00
Co

m
m

on
 S

to
ck

 T
yp

e
Fa

ct
or

5
5F

0.
23

00
1

1S
0.

00
40

O
th

er
 U

na
ff

ili
at

ed
 P

ub
lic

 C
om

m
on

 S
0.

45
00

 †
6

6F
0.

30
00

2
2S

0.
01

30
M

on
ey

 M
ar

ke
t M

ut
ua

l F
un

ds
0.

00
40

3
3S

0.
04

60
Fe

de
ra

l H
om

e 
Lo

an
 B

an
k 

C
om

m
on

 S
0.

01
10

 
 

0.
00

00
4

4S
0.

10
00

U
na

ff
ili

at
ed

 P
riv

at
e 

C
om

m
on

 S
to

ck
0.

30
00

1
1F

E
0.

00
40

5
5S

0.
23

00
2

2F
E

0.
01

30
6

6S
0.

30
00

3
3F

E
0.

04
60

4
4F

E
0.

10
00

5
5*

S
0.

23
00

5
5F

E
0.

23
00

6
6*

S
0.

30
00

6
6F

E
0.

30
00

5
5*

G
I

0.
23

00
† 

- 3
0 

pe
rc

en
t a

dj
us

te
d 

up
 o

r d
ow

n 
by

 th
e 

w
ei

gh
te

d 
av

er
ag

e 
be

ta
 

   
  f

or
 th

e 
pu

bl
ic

ly
 tr

ad
ed

 c
om

m
on

 s
to

ck
 p

or
tf

ol
io

 s
ub

je
ct

 to
 a

 
   

 m
in

im
um

 o
f 2

2.
5 

pe
rc

en
t a

nd
 a

 m
ax

im
um

 o
f 4

5 
pe

rc
en

t. 
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R
E

IN
SU

R
A

N
C

E
FR

01
6

Ba
si

s o
f F

ac
to

rs
 

Th
er

e 
is

 a
 ri

sk
 a

ss
oc

ia
te

d 
w

ith
 re

co
ve

ra
bi

lit
y 

of
 a

m
ou

nt
s 

fr
om

 re
in

su
re

rs
. T

he
 ri

sk
 is

 d
ee

m
ed

 c
om

pa
ra

bl
e 

to
 th

at
 re

pr
es

en
te

d 
by

 b
on

ds
 b

et
w

ee
n 

ris
k 

cl
as
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ra
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at
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0.
23

1 
fo

r 
20

06
) 

is
 a

pp
lie

d 
ag

ai
ns

t t
ot

al
 n

et
 lo

ss
es

 a
nd

 e
xp

en
se

s 
un

pa
id

 a
s 

sh
ow

n 
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at
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 c
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’ c
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 c
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t c
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 re
pr
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l c
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 c
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 c
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 o
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r p
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at
e 

sp
re

ad
 o

f 
ris

k,
 s

uc
h 

th
at

 th
e 

ris
k 

of
 th

e 
po

ol
 c
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 c
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at
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lif
yi

ng
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t b
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IT
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G

 R
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K
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M
A

N
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G
E

D
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A
R
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 C

R
E
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IT
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2 

 Th
is

 w
or

ks
he

et
 F

R
02

2 
U

nd
er

w
rit

in
g 

R
is

k 
– 

M
an

ag
ed

 C
ar

e 
C

re
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t i
s 

op
tio

na
l. 

It 
m

ay
 b

e 
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m
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et
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 f
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y 
pa
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e 

co
m

pr
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en
si

ve
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ed
ic

al
 o

r 
de

nt
al

 b
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in
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St

an
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A
lo
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M
ed

ic
ar

e 
Pa

rt 
D

 C
ov

er
ag

e 
or
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ll 

of
 th

em
. L

in
e 

(1
) w

ill
 b

e 
fil

le
d 

in
 a

s t
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 b
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an
ci

ng
 it

em
 if

 a
ny

 o
f L

in
es

 (2
) t

hr
ou

gh
 (8

) a
re

 e
nt

er
ed
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nd

 th
en

 L
in

e 
(9

) w
ill

 b
e 

re
qu

ire
d)

. 
 Th

e 
ef

fe
ct

 o
f 

m
an

ag
ed

 c
ar

e 
ar
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ng

em
en
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 o

n 
th

e 
va
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lit
y 
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 u

nd
er

w
rit
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g 
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lts
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 th
e 

fu
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en
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l d
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en
ce

 b
et

w
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s 
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m

an
ag
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 c
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e 
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de
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 T
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an
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ed

 c
ar

e 
cr

ed
it 
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 u
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d 
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du
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e 

R
B

C
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t f
or
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nc
e 
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s 
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 c
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e 

cr
ed

it 
is

 b
as
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on
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n 
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 u
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er
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ty
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 c
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t. 
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e 
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ed
 c
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e 
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ng
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e 
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rta

in
ty
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f c
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m
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 c
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t, 
w
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le
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e 
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 h
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e 
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n 
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ic
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lit
y 
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 c

la
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s p
ay

m
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 e
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 d
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un
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 Th
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e 
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e 
fiv

e 
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ve
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 o
f 

m
an
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 c
ar

e 
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 a
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se
d 

in
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B
C

 f
or

m
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 o
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 t
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n 
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r 
St

an
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A
lo

ne
 M

ed
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ar
e 

Pa
rt 

D
 C

ov
er
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lth
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 i
n 

th
e 

fu
tu
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s 
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w
 m

an
ag

ed
 c

ar
e 

ar
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ng
em

en
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 e
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e,
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e 
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m
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r o

f c
at

eg
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s m
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ge

m
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 b

e 
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d 
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e 
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g 
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te
go

rie
s. 

Th
e 

m
an

ag
ed

 c
ar

e 
ca

te
go

rie
s a
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: 

 
C

at
eg

or
y 

0 
- A

rr
an

ge
m

en
ts

 n
ot

 In
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ud
ed

 in
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th
er

 C
at

eg
or

ie
s 

C
at

eg
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y 
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- C
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tra
ct
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l F
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 P

ay
m

en
ts

  
C

at
eg

or
y 

2 
- B
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W
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 A

rr
an

ge
m

en
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C

at
eg

or
y 
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- C
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C
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 E
xp

en
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rr
an
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m

en
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 C
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ta
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 C
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A
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m
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 C
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 c
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ve
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io
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 p
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n 
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r m
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m
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t D
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 c
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d 
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e 
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t f
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R

B
C
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 b
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e 
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 p
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r m
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 c
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f p
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R
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R
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 c
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s d
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 c
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 c
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 c
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 c
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 C
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 c
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 c
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 c
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 c
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cc

om
pl

is
he

d.
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r c
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 c
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D
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 c
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 p
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 c
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 p
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at
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or
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- P

ay
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en
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 C
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 c
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l c
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 c
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t b
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 c
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 c
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 c
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 c
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 c
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 p
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 c
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 c

on
tra

ct
ua

lly
 r

eq
ui

re
d 

to
 p

ay
 th

e 
to

ta
l o

pe
ra

tin
g 

co
st

s 
of

 th
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 m
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 p
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l o
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l c
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, C
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ra
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 b
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s d
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 b
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 c
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 p
ro

te
ct

io
n 

is
 p

ro
vi

de
d.

 
 Li

ne
 (1

3)
 

C
at

eg
or

y 
3a

 fo
r S

ta
nd

-A
lo

ne
 M

ed
ic

ar
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 b
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 c
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ra
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 C
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 c
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l c
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 C
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 c
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at
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R
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 C

ar
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 c
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 c
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 p
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m

 is
 s

ep
ar

at
ed

 in
to

 th
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s d
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 p
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 c
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 d
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f c
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 d
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 p
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 p
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 c
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R
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 d
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 p
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 c
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at
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 c
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 c

al
cu

la
tio

n 
is

 a
s f

ol
lo

w
s:

 
  

 
(1

) 
 

(2
)

Li
ne

 (8
) 

In
di

vi
du

al
 &

 In
du

st
ria

l 
St

at
em

en
t V

al
ue

 
Fa

ct
or

 
R

B
C

 R
eq

ui
re

m
en

t
 

Fi
rs

t 5
00

 M
ill

io
n 

   
   

 
 

X
  0

.0
02

3 
 =

 
   

   
 

 
 

N
ex

t 4
,5

00
 M

ill
io

n 
   

   
 

 
X

  0
.0

01
5 

 =
 

   
   

 
 

 
N

ex
t 2

0,
00

0 
M

ill
io

n 
   

   
 

 
X

  0
.0

01
2 

 =
 

   
   

 
 

 
O

ve
r 2

5,
00

0 
M

ill
io

n 
   

   
 

 
X

  0
.0

00
9 

 =
 

   
   

 
 

 
 

 
 

 
 

To
ta

l I
nd

iv
id

ua
l &

 In
du

st
ria

l N
et

 A
m

ou
nt

 a
t R

is
k 

 
   

   
 

 
 

   
   

 
 

 
 

 
 

 
 Li

ne
 (2

0)
 

G
ro

up
 &

 C
re

di
t (

no
t a

pp
lic

ab
le

 to
 fr

at
er

na
l) 

St
at

em
en

t V
al

ue
 

Fa
ct

or
 

R
B

C
 R

eq
ui

re
m

en
t

 
Fi

rs
t 5

00
 M

ill
io

n 
   

   
 

 
X

  0
.0

01
8 

 =
 

   
   

 
 

 
N

ex
t 4

,5
00

 M
ill

io
n 

   
   

 
 

X
  0

.0
01

2 
 =

 
   

   
 

 
 

N
ex

t 2
0,

00
0 

M
ill

io
n 

   
   

 
 

X
  0

.0
00

9 
 =

 
   

   
 

 
 

O
ve

r 2
5,

00
0 

M
ill

io
n 

   
   

 
 

X
  0

.0
00

8 
 =

 
   

   
 

 
 

 
 

 
 

 
To

ta
l G

ro
up

 &
 C

re
di

t N
et

 A
m

ou
nt

 a
t R

is
k 

(le
ss

 F
EG

LI
 &

 
SG

LI
 in

 fo
rc

e)
  

   
   

 
 

 
   

   
 

 

 
 

 
 

 
 A

ll 
am

ou
nt

s s
ho

ul
d 

be
 e

nt
er

ed
 a

s r
eq

ui
re

d.
 T

he
 ri

sk
-b

as
ed

 c
ap

ita
l s

of
tw

ar
e 

w
ill

 c
al

cu
la

te
 th

e 
R

B
C

 re
qu

ire
m

en
t f

or
 in

di
vi

du
al

 a
nd

 in
du

st
ria

l a
nd

 fo
r g

ro
up

 a
nd

 c
re

di
t. 



©
 1

99
8-

20
17

 N
at

io
na

l A
ss

oc
ia

tio
n 

of
 In

su
ra

nc
e 

C
om

m
is

si
on

er
s 

71
 

10
/2

0/
20

17
 

PR
E

M
IU

M
 S

T
A

B
IL

IZ
A

T
IO

N
 R

E
SE

R
V

E
S 

FR
02

6

N
ot

 a
pp

lic
ab

le
 to

 fr
at

er
na

l. 
 



©
 1

99
8-

20
17

 N
at

io
na

l A
ss

oc
ia

tio
n 

of
 In

su
ra

nc
e 

C
om

m
is

si
on

er
s 

72
 

10
/2

0/
20

17
 

IN
T

E
R

E
ST

 R
A

T
E

 R
IS

K
 A

N
D

 M
A

R
K

E
T

 R
IS

K
 

FR
02

7

Th
e 

fo
llo

w
in

g 
in

st
ru

ct
io

ns
 fo

r t
he

 In
te

re
st

 R
at

e 
R

is
k 

an
d 

M
ar

ke
t R

is
k 

w
ill

 re
m

ai
n 

ef
fe

ct
iv

e 
in

de
pe

nd
en

t o
f t

he
 s

ta
tu

s 
of

 th
e 

su
ns

et
 p

ro
vi

si
on

, S
ec

tio
n 

8,
 o

f A
G

 4
8 

in
 a

 p
ar

tic
ul

ar
 s

ta
te

 
or

 ju
ris

di
ct

io
n.

 T
hi

s i
ns

tru
ct

io
n 

w
ill

 b
e 

co
ns

id
er

ed
 fo

r c
ha

ng
e 

on
ce

 th
e 

am
en

dm
en

t r
ef

er
en

ce
d 

in
 A

G
 4

8,
 S

ec
tio

n 
8,

 re
ga

rd
in

g 
cr

ed
it 

fo
r r

ei
ns

ur
an

ce
, i

s a
do

pt
ed

 b
y 

th
e 

N
A

IC
.

 Ba
si

s o
f F

ac
to

rs
 

 Th
e 

in
te

re
st

 ra
te

 ri
sk

 is
 th

e 
ris

k 
of

 lo
ss

es
 d

ue
 to

 c
ha

ng
es

 in
 in

te
re

st
 ra

te
 le

ve
ls

. T
he

 fa
ct

or
s 

ch
os

en
 re

pr
es

en
t t

he
 s

ur
pl

us
 n

ec
es

sa
ry

 to
 p

ro
vi

de
 fo

r a
 la

ck
 o

f s
yn

ch
ro

ni
za

tio
n 

of
 a

ss
et

 a
nd

 
lia

bi
lit

y 
ca

sh
 fl

ow
s. 

 Th
e 

im
pa

ct
 o

f 
in

te
re

st
 r

at
e 

ch
an

ge
s 

w
ill

 b
e 

gr
ea

te
st

 o
n 

th
os

e 
pr

od
uc

ts
 w

he
re

 th
e 

gu
ar

an
te

es
 a

re
 m

os
t i

n 
fa

vo
r 

of
 th

e 
po

lic
yh

ol
de

r 
an

d 
w

he
re

 th
e 

po
lic

yh
ol

de
r 

is
 m

os
t l

ik
el

y 
to

 b
e 

re
sp

on
si

ve
 t

o 
ch

an
ge

s 
in

 i
nt

er
es

t 
ra

te
s. 

Th
er

ef
or

e,
 r

is
k 

ca
te

go
rie

s 
va

ry
 b

y 
w

ith
dr

aw
al

 p
ro

vi
si

on
. F

ac
to

rs
 f

or
 e

ac
h 

ris
k 

ca
te

go
ry

 w
er

e 
de

ve
lo

pe
d 

ba
se

d 
on

 th
e 

as
su

m
pt

io
n 

of
 w

el
l 

m
at

ch
ed

 a
ss

et
 a

nd
 li

ab
ili

ty
 d

ur
at

io
ns

. A
 lo

ad
in

g 
of

 5
0 

pe
rc

en
t w

as
 th

en
 a

dd
ed

 o
n 

to
 r

ep
re

se
nt

 th
e 

ex
tra

 r
is

k 
of

 le
ss

 w
el

l-m
at

ch
ed

 p
or

tfo
lio

s. 
So

ci
et

ie
s 

m
us

t s
ub

m
it 

an
 u

nq
ua

lif
ie

d 
ac

tu
ar

ia
l o

pi
ni

on
 b

as
ed

 o
n 

as
se

t a
de

qu
ac

y 
te

st
in

g 
un

de
r t

he
 re

vi
se

d 
St

an
da

rd
 V

al
ua

tio
n 

La
w

 to
 b

e 
el

ig
ib

le
 fo

r a
 c

re
di

t o
f o

ne
-th

ird
 o

f t
he

 R
B

C
 o

th
er

w
is

e 
ne

ed
ed

. T
he

 in
te

rr
og

at
or

y 
on

 
Li

ne
 (

1.
1)

 s
ho

ul
d 

be
 a

ns
w

er
ed

 y
es

 if
 th

e 
op

in
io

n 
is

 u
nq

ua
lif

ie
d.

  
It 

sh
ou

ld
 a

ls
o 

be
 a

ns
w

er
ed

 y
es

 if
 th

e 
op

in
io

n 
is

 q
ua

lif
ie

d 
bu

t t
he

 o
nl

y 
re

as
on

 f
or

 q
ua

lif
ic

at
io

n 
of

 th
e 

op
in

io
n 

is
 

be
ca

us
e 

of
 th

e 
di

re
ct

io
n 

pr
ov

id
ed

 in
 A

ct
ua

ria
l G

ui
de

lin
e 

X
LV

II
I. 

 C
on

si
de

ra
tio

n 
is

 n
ee

de
d 

fo
r p

ro
du

ct
s 

w
ith

 c
re

di
te

d 
ra

te
s 

tie
d 

to
 a

n 
in

de
x,

 a
s 

th
e 

ris
k 

of
 s

yn
ch

ro
ni

za
tio

n 
of

 a
ss

et
 a

nd
 li

ab
ili

ty
 c

as
h 

flo
w

s 
is

 ti
ed

 n
ot

 o
nl

y 
to

 c
ha

ng
es

 in
 in

te
re

st
 ra

te
s 

bu
t 

al
so

 to
 c

ha
ng

es
 in

 th
e 

un
de

rly
in

g 
in

de
x.

 In
 p

ar
tic

ul
ar

, e
qu

ity
-in

de
xe

d 
pr

od
uc

ts
 h

av
e 

re
ce

nt
ly

 g
ro

w
n 

in
 p

op
ul

ar
ity

 w
ith

 m
an

y 
ne

w
 p

ro
du

ct
 v

ar
ia

tio
ns

 e
vo

lv
in

g.
 T

he
 s

am
e 

C
-3

 fa
ct

or
s 

ar
e 

to
 b

e 
ap

pl
ie

d 
fo

r e
qu

ity
-in

de
xe

d 
pr

od
uc

ts
 a

s f
or

 th
ei

r n
on

-in
de

xe
d 

co
un

te
rp

ar
ts

; i
.e

., 
ba

se
d 

on
 g

ua
ra

nt
ee

d 
va

lu
es

 ig
no

rin
g 

th
os

e 
re

la
te

d 
to

 th
e 

in
de

x.
 

 In
 a

dd
iti

on
, s

om
e 

so
ci

et
ie

s m
ay

 c
ho

os
e 

to
 o

r b
e 

re
qu

ire
d 

to
 c

al
cu

la
te

 p
ar

t o
f t

he
 R

B
C

 o
n 

C
er

ta
in

 A
nn

ui
tie

s a
nd

 S
in

gl
e 

Pr
em

iu
m

 L
ife

 In
su

ra
nc

e 
un

de
r a

 m
et

ho
d 

us
in

g 
ca

sh
 fl

ow
 te

st
in

g 
te

ch
ni

qu
es

. R
ef

er
 to

 F
R

04
9 

Ex
em

pt
io

n 
Te

st
: C

as
h 

Fl
ow

 T
es

tin
g 

fo
r C

-3
 R

B
C

 fo
r d

et
er

m
in

at
io

n 
of

 e
xe

m
pt

io
n 

fr
om

 th
is

 c
as

h 
flo

w
 te

sti
ng

 re
qu

ire
m

en
t. 

 
 R

es
er

ve
s o

n 
C

er
ta

in
 A

nn
ui

tie
s a

nd
 S

in
gl

e 
Pr

em
iu

m
 L

ife
 In

su
ra

nc
e 

th
at

 w
er

e 
C

as
h 

Fl
ow

 T
es

te
d 

fo
r A

ss
et

 A
de

qu
ac

y 
– 

Fa
ct

or
-B

as
ed

 R
BC

 
Se

e 
A

pp
en

di
x 

1 
of

 th
e 

in
st

ru
ct

io
ns

 fo
r m

or
e 

de
ta

ils
.  

 
Th

e 
ris

k 
ca

te
go

rie
s a

re
: 

(a
)

Lo
w

-R
is

k 
C

at
eg

or
y 

Th
e 

ba
si

c 
ris

k-
ba

se
d 

ca
pi

ta
l d

ev
el

op
ed

 fo
r a

nn
ui

tie
s 

an
d 

lif
e 

in
su

ra
nc

e 
in

 th
e 

lo
w

-r
is

k 
ca

te
go

ry
 w

as
 b

as
ed

 o
n 

an
 a

ss
um

ed
 a

ss
et

/li
ab

ili
ty

 d
ur

at
io

n 
m

is
m

at
ch

 o
f 0

.1
25

 (i
.e

., 
a 

w
el

l-m
at

ch
ed

 p
or

tfo
lio

). 
Th

is
 d

ur
at

io
na

l g
ap

 w
as

 c
om

bi
ne

d 
w

ith
 a

 p
os

si
bl

e 
4 

pe
rc

en
t o

ne
-y

ea
r s

w
in

g 
in

 in
te

re
st

 ra
te

s 
(th

e 
m

ax
im

um
 h

is
to

ric
al

 in
te

re
st

 ra
te

 s
w

in
g 

95
 p

er
ce

nt
 

of
 th

e 
tim

e)
 to

 p
ro

du
ce

 a
 p

re
-ta

x 
fa

ct
or

 o
f 0

.0
07

7.
 In

 a
dd

iti
on

 to
 th

e 
50

 p
er

ce
nt

 lo
ad

in
g 

di
sc

us
se

d 
ab

ov
e,

 th
e 

ris
k-

ba
se

d 
ca

pi
ta

l p
re

-ta
x 

fa
ct

or
 is

 0
.0

11
5.

  
 

(b
)

M
ed

iu
m

 a
nd

 H
ig

h-
R

is
k 

C
at

eg
or

y 
Th

e 
fa

ct
or

s 
fo

r t
he

 m
ed

iu
m

 a
nd

 h
ig

h-
ris

k 
ca

te
go

rie
s 

w
er

e 
de

te
rm

in
ed

 b
y 

m
ea

su
rin

g 
th

e 
va

lu
e 

of
 th

e 
ad

di
tio

na
l r

is
k 

fr
om

 th
e 

m
or

e 
di

sc
re

tio
na

ry
 w

ith
dr

aw
al

 p
ro

vi
si

on
s 

ba
se

d 
on

 a
ss

um
pt

io
ns

 o
f p

ol
ic

yh
ol

de
r b

eh
av

io
r a

nd
 1

,0
00

 ra
nd

om
 in

te
re

st
 ra

te
 s

ce
na

rio
s. 

Su
pp

le
m

en
ta

ry
 c

on
tra

ct
s 

no
t i

nv
ol

vi
ng

 li
fe

 c
on

tin
ge

nc
ie

s 
an

d 
di

vi
de

nd
 a

cc
um

ul
at

io
ns

 a
re

 
in

cl
ud

ed
 in

 th
e 

m
ed

iu
m

-r
is

k 
ca

te
go

ry
 d

ue
 to

 th
e 

hi
st

or
ic

al
 te

nd
en

cy
 o

f t
he

se
 p

ol
ic

yh
ol

de
rs

 to
 b

e 
re

la
tiv

el
y 

in
se

ns
iti

ve
 to

 in
te

re
st

 ra
te

 c
ha

ng
es

. 
 



©
 1

99
8-

20
17

 N
at

io
na

l A
ss

oc
ia

tio
n 

of
 In

su
ra

nc
e 

C
om

m
is

si
on

er
s 

73
 

10
/2

0/
20

17
 

A
dd

iti
on

al
 C

om
po

ne
nt

 fo
r C

al
la

bl
e/

Pr
e-

Pa
ya

bl
e 

A
ss

et
s 

Id
en

tif
y 

th
e 

am
ou

nt
 o

f 
ca

lla
bl

e/
pr

e-
pa

ya
bl

e 
as

se
ts

 (
in

cl
ud

in
g 

IO
s 

an
d 

si
m

ila
r 

in
ve

st
m

en
ts

) 
su

pp
or

tin
g 

re
se

rv
es

 c
la

ss
ifi

ed
 i

n 
th

is
 s

ec
tio

n.
 T

he
 C

-3
 r

eq
ui

re
m

en
t a

fte
r 

ta
xe

s 
is

 5
0 

pe
rc

en
t o

f 
th

e 
ex

ce
ss

, i
f 

an
y,

 o
f 

bo
ok

/a
dj

us
te

d 
ca

rr
yi

ng
 v

al
ue

 a
bo

ve
 c

ur
re

nt
 c

al
l p

ric
e.

 T
he

 c
al

cu
la

tio
n 

is
 d

on
e 

on
 a

n 
as

se
t-b

y-
as

se
t b

as
is

. N
O

TE
: I

f 
a 

co
m

pa
ny

 is
 r

eq
ui

re
d 

to
 

ca
lc

ul
at

e 
pa

rt 
of

 th
e 

R
B

C
 b

as
ed

 o
n 

ca
sh

 fl
ow

 sc
en

ar
io

 te
st

in
g 

fo
r C

-3
 R

B
C

, t
he

 fa
ct

or
 b

as
ed

 re
qu

ire
m

en
ts

 fo
r c

al
la

bl
e/

pr
e-

pa
ya

bl
e 

as
se

ts
 u

se
d 

in
 th

at
 te

st
in

g 
is

 z
er

o.
 

 A
ll 

O
th

er
 R

es
er

ve
s  

Th
is

 c
ap

tu
re

s 
al

l 
re

se
rv

es
 n

ot
 i

nc
lu

de
d 

in
 R

es
er

ve
s 

on
 C

er
ta

in
 A

nn
ui

tie
s 

an
d 

Si
ng

le
 P

re
m

iu
m

 L
ife

 I
ns

ur
an

ce
 t

ha
t 

w
er

e 
C

as
h 

Fl
ow

 T
es

te
d 

or
 p

ro
du

ct
s 

in
cl

ud
ed

 u
nd

er
 t

he
 

“R
ec

om
m

en
de

d 
A

pp
ro

ac
h 

fo
r S

et
tin

g 
R

is
k-

Ba
se

d 
C

ap
ita

l R
eq

ui
re

m
en

ts
 fo

r V
ar

ia
bl

e 
A

nn
ui

tie
s a

nd
 S

im
ila

r P
ro

du
ct

s.”
 

 Th
e 

ris
k 

ca
te

go
rie

s a
re

: 
(a

)
Lo

w
-R

is
k 

C
at

eg
or

y 
Th

e 
ba

si
c 

ris
k-

ba
se

d 
ca

pi
ta

l d
ev

el
op

ed
 fo

r a
nn

ui
tie

s 
an

d 
lif

e 
in

su
ra

nc
e 

in
 th

e 
lo

w
-r

is
k 

ca
te

go
ry

 w
as

 b
as

ed
 o

n 
an

 a
ss

um
ed

 a
ss

et
/li

ab
ili

ty
 d

ur
at

io
n 

m
is

m
at

ch
 o

f 0
.1

25
 (i

.e
., 

a 
w

el
l-m

at
ch

ed
 p

or
tfo

lio
). 

Th
is

 d
ur

at
io

na
l g

ap
 w

as
 c

om
bi

ne
d 

w
ith

 a
 p

os
si

bl
e 

4 
pe

rc
en

t o
ne

-y
ea

r s
w

in
g 

in
 in

te
re

st
 ra

te
s 

(th
e 

m
ax

im
um

 h
is

to
ric

al
 in

te
re

st
 ra

te
 s

w
in

g 
95

 p
er

ce
nt

 
of

 th
e 

tim
e)

 to
 p

ro
du

ce
 a

 p
re

-ta
x 

fa
ct

or
 o

f 0
.0

07
7.

 In
 a

dd
iti

on
 to

 th
e 

50
 p

er
ce

nt
 lo

ad
in

g 
di

sc
us

se
d 

ab
ov

e,
 th

e 
ris

k-
ba

se
d 

ca
pi

ta
l p

re
-ta

x 
fa

ct
or

 is
 0

.0
11

5.
  

 
(b

)
M

ed
iu

m
 a

nd
 H

ig
h-

R
is

k 
C

at
eg

or
y 

Th
e 

fa
ct

or
s 

fo
r t

he
 m

ed
iu

m
 a

nd
 h

ig
h-

ris
k 

ca
te

go
rie

s 
w

er
e 

de
te

rm
in

ed
 b

y 
m

ea
su

rin
g 

th
e 

va
lu

e 
of

 th
e 

ad
di

tio
na

l r
is

k 
fr

om
 th

e 
m

or
e 

di
sc

re
tio

na
ry

 w
ith

dr
aw

al
 p

ro
vi

si
on

s 
ba

se
d 

on
 a

ss
um

pt
io

ns
 o

f p
ol

ic
yh

ol
de

r b
eh

av
io

r a
nd

 1
,0

00
 ra

nd
om

 in
te

re
st

 ra
te

 s
ce

na
rio

s. 
Su

pp
le

m
en

ta
ry

 c
on

tra
ct

s 
no

t i
nv

ol
vi

ng
 li

fe
 c

on
tin

ge
nc

ie
s 

an
d 

di
vi

de
nd

 a
cc

um
ul

at
io

ns
 a

re
 

in
cl

ud
ed

 in
 th

e 
m

ed
iu

m
-r

is
k 

ca
te

go
ry

 d
ue

 to
 th

e 
hi

st
or

ic
al

 te
nd

en
cy

 o
f t

he
se

 p
ol

ic
yh

ol
de

rs
 to

 b
e 

re
la

tiv
el

y 
in

se
ns

iti
ve

 to
 in

te
re

st
 ra

te
 c

ha
ng

es
. 

A
dd

iti
on

al
 C

om
po

ne
nt

 fo
r C

al
la

bl
e/

Pr
e-

Pa
ya

bl
e 

A
ss

et
s 

Id
en

tif
y 

th
e 

am
ou

nt
 o

f 
ca

lla
bl

e/
pr

e-
pa

ya
bl

e 
as

se
ts

 (
in

cl
ud

in
g 

IO
s 

an
d 

si
m

ila
r 

in
ve

st
m

en
ts

) 
no

t 
re

po
rte

d 
el

se
w

he
re

 i
n 

th
is

 s
ch

ed
ul

e.
  

Th
is

 e
xc

lu
de

s 
ca

lla
bl

e/
pr

e-
pa

ya
bl

e 
as

se
ts

 
su

pp
or

tin
g 

R
es

er
ve

s 
on

 C
er

ta
in

 A
nn

ui
tie

s 
an

d 
Si

ng
le

 P
re

m
iu

m
 L

ife
 In

su
ra

nc
e 

th
at

 w
er

e 
C

as
h 

Fl
ow

 T
es

te
d 

or
 s

up
po

rti
ng

 th
e 

In
te

re
st

 R
at

e 
R

is
k 

C
om

po
ne

nt
 fo

r p
ro

du
ct

s 
in

cl
ud

ed
 

un
de

r 
th

e 
“R

ec
om

m
en

de
d 

A
pp

ro
ac

h 
fo

r 
Se

tti
ng

 R
is

k-
B

as
ed

 C
ap

ita
l 

R
eq

ui
re

m
en

ts
 f

or
 V

ar
ia

bl
e 

A
nn

ui
tie

s 
an

d 
Si

m
ila

r 
Pr

od
uc

ts
.”

 T
hi

s 
in

cl
ud

es
 c

al
la

bl
e/

pr
e-

pa
ya

bl
e 

as
se

ts
 

su
pp

or
tin

g 
ot

he
r r

es
er

ve
s 

an
d 

ca
pi

ta
l a

nd
 s

ur
pl

us
. T

he
 C

-3
 re

qu
ire

m
en

t a
fte

r t
ax

es
 is

 5
0 

pe
rc

en
t o

f t
he

 e
xc

es
s, 

if 
an

y,
 o

f b
oo

k/
ad

ju
st

ed
 c

ar
ry

in
g 

va
lu

e 
ab

ov
e 

cu
rr

en
t c

al
l p

ric
e.

 T
he

 
ca

lc
ul

at
io

n 
is

 d
on

e 
on

 a
n 

as
se

t-b
y-

as
se

t b
as

is
 a

nd
 re

po
rte

d 
in

 a
gg

re
ga

te
.  

 C
as

h 
Fl

ow
 T

es
tin

g 
fo

r C
-3

 R
B

C
 

A
 c

om
pa

ny
 m

ay
 b

e 
re

qu
ire

d 
or

 c
ho

os
e 

to
 p

er
fo

rm
 R

B
C

 c
as

h 
flo

w
 te

st
in

g 
to

 d
et

er
m

in
e 

its
 R

B
C

 re
qu

ire
m

en
t. 

B
ec

au
se

 o
f t

he
 w

id
es

pr
ea

d 
us

e 
of

 in
cr

ea
si

ng
ly

 w
el

l d
is

ci
pl

in
ed

 s
ce

na
rio

 
te

st
in

g 
fo

r a
ct

ua
ria

l o
pi

ni
on

s 
ba

se
d 

up
on

 a
n

as
se

t a
de

qu
ac

y 
an

al
ys

is
 in

vo
lv

in
g 

ca
sh

 fl
ow

 te
st

in
g,

 it
 w

as
 d

et
er

m
in

ed
 th

at
 a

 p
ra

ct
ic

al
 m

et
ho

d 
of

 m
ea

su
rin

g 
th

e 
de

gr
ee

 o
f a

ss
et

/li
ab

ili
ty

 
m

is
m

at
ch

 e
xi

st
ed

. I
t i

nv
ol

ve
s f

ur
th

er
 c

as
h 

flo
w

 sc
en

ar
io

 te
st

in
g.

 S
ee

 A
pp

en
di

x 
1 

– 
C

as
h 

Fl
ow

 T
es

tin
g 

fo
r C

-3
 R

B
C

 fo
r d

et
ai

ls
. 

 Sp
ec

ifi
c 

In
st

ru
ct

io
ns

 fo
r A

pp
lic

at
io

n 
of

 th
e 

Fo
rm

ul
a 

Li
ne

s (
2)

 th
ro

ug
h 

(1
6)

 
Th

es
e 

lin
es

 d
ea

l w
ith

 C
er

ta
in

 A
nn

ui
tie

s 
an

d 
Si

ng
le

 P
re

m
iu

m
 L

ife
 In

su
ra

nc
e 

fo
r w

hi
ch

 re
se

rv
es

 w
er

e 
ca

sh
 fl

ow
 te

st
ed

 fo
r a

ss
et

 a
de

qu
ac

y.
 T

he
 fi

xe
d 

po
rti

on
 o

f e
qu

ity
-b

as
ed

 v
ar

ia
bl

e 
pr

od
uc

ts
 s

ho
ul

d 
no

t 
be

 i
nc

lu
de

d.
 G

ua
ra

nt
ee

d 
in

de
xe

d 
se

pa
ra

te
 a

cc
ou

nt
s 

fo
llo

w
in

g 
a 

C
la

ss
 I

 i
nv

es
tm

en
t 

st
ra

te
gy

 a
re

 r
ep

or
te

d 
as

 l
ow

-r
is

k 
Li

ne
 2

 a
nd

 t
ho

se
 f

ol
lo

w
in

g 
a 

C
la

ss
 I

I 
in

ve
st

m
en

t s
tra

te
gy

 a
re

 e
xc

lu
de

d.
C

om
pa

ny
 so

ur
ce

 re
co

rd
s e

nt
er

ed
 in

 C
ol

um
n 

(3
) o

f L
in

es
 (1

3)
, (

15
) a

nd
 (1

6)
 sh

ou
ld

 b
e 

ad
ju

st
ed

 to
 a

 p
re

-ta
x 

ba
si

s. 
 Li

ne
 (1

7)
 

Sh
ou

ld
 e

qu
al

 th
e 

su
m

 o
f L

in
es

 (6
) +

 (1
1)

 +
 (1

4)
 +

 (1
5)

. L
in

e 
(1

6)
 is

 n
ot

 in
cl

ud
ed

 in
 th

e 
Li

ne
 (1

7)
 to

ta
l. 

In
st

ea
d,

 it
 is

 in
cl

ud
ed

 in
 th

e 
Li

ne
 (3

2)
 to

ta
l. 

 



©
 1

99
8-

20
17

 N
at

io
na

l A
ss

oc
ia

tio
n 

of
 In

su
ra

nc
e 

C
om

m
is

si
on

er
s 

74
 

10
/2

0/
20

17
 

Li
ne

s (
18

) t
hr

ou
gh

 (3
1)

 
Th

es
e 

lin
es

 c
ov

er
:  

(a
)

Th
e 

re
m

ai
ni

ng
 c

om
pa

ny
 b

us
in

es
s 

th
at

 w
as

 n
ot

 c
as

h 
flo

w
 te

st
ed

 fo
r a

ss
et

 a
de

qu
ac

y 
(s

ee
 A

pp
en

di
x 

1 
fo

r d
et

ai
ls

) e
xc

lu
di

ng
 p

ro
du

ct
s i

nc
lu

de
d 

un
de

r t
he

 “
R

ec
om

m
en

de
d 

  
 

A
pp

ro
ac

h 
fo

r S
et

tin
g 

R
is

k-
B

as
ed

 C
ap

ita
l R

eq
ui

re
m

en
ts

 fo
r V

ar
ia

bl
e 

A
nn

ui
tie

s a
nd

 S
im

ila
r P

ro
du

ct
s”

 a
nd

 
(b

)
B

us
in

es
s i

n 
so

ci
et

ie
s t

ha
t d

id
 n

ot
 c

as
h 

flo
w

 te
st

 fo
r a

ss
et

 a
de

qu
ac

y.
 

 Th
e 

ca
lc

ul
at

io
n 

fo
r 

ris
k-

ba
se

d 
ca

pi
ta

l 
sh

ou
ld

 n
ot

 i
nc

lu
de

 u
ni

tiz
ed

 s
ep

ar
at

e 
ac

co
un

ts
 w

ith
ou

t 
gu

ar
an

te
es

 e
ve

n 
th

ou
gh

 t
he

y 
m

ay
 b

e 
in

cl
ud

ed
 i

n 
Ite

m
 3

2 
of

 t
he

 N
ot

es
 t

o 
Fi

na
nc

ia
l 

St
at

em
en

ts
. S

ep
ar

at
e 

ac
co

un
ts

 w
ith

 g
ua

ra
nt

ee
s 

sh
ou

ld
 b

e 
in

cl
ud

ed
, e

xc
ep

t f
or

 th
os

e 
se

pa
ra

te
 a

cc
ou

nt
s 

th
at

 g
ua

ra
nt

ee
 a

n 
in

de
x 

an
d 

fo
llo

w
 a

 C
la

ss
 II

 in
ve

st
m

en
t s

tra
te

gy
 a

nd
 c

er
ta

in
 

ot
he

r g
ua

ra
nt

ee
d 

se
pa

ra
te

 a
cc

ou
nt

s 
as

 d
ef

in
ed

 b
el

ow
. S

yn
th

et
ic

 G
IC

’s
 n

et
 o

f c
er

ta
in

 c
re

di
ts

 s
ho

ul
d 

be
 in

cl
ud

ed
 in

 th
is

 s
ec

tio
n.

 T
he

 p
ro

vi
si

on
s 

fo
r t

he
se

 c
re

di
ts

 to
 C

-3
 re

qu
ire

m
en

ts
 is

 
pr

ov
id

ed
 in

 th
e 

Se
pa

ra
te

 A
cc

ou
nt

s s
ec

tio
n 

of
 th

e 
ris

k-
ba

se
d 

ca
pi

ta
l i

ns
tru

ct
io

ns
.E

xp
er

ie
nc

e 
ra

te
d 

pe
ns

io
n 

co
nt

ra
ct

s d
ef

in
ed

 b
el

ow
 sh

ou
ld

 b
e 

ex
cl

ud
ed

 fr
om

 “
an

nu
ity

 re
se

rv
es

 w
ith

 fa
ir 

va
lu

e 
ad

ju
st

m
en

t”
 a

nd
 “

an
nu

ity
 r

es
er

ve
s 

no
t w

ith
dr

aw
ab

le
.”

 A
ll 

am
ou

nt
s 

sh
ou

ld
 b

e 
re

po
rte

d 
ne

t o
f 

re
in

su
ra

nc
e,

 n
et

 o
f 

po
lic

y 
lo

an
s

an
d 

ad
ju

st
ed

 f
or

 a
ss

um
ed

 a
nd

 c
ed

ed
 m

od
ifi

ed
 

co
in

su
ra

nc
e.

 
 Ex

pe
rie

nc
e-

ra
te

d 
gr

ou
p 

an
d 

in
di

vi
du

al
 p

en
si

on
 b

us
in

es
s t

ha
t m

ee
ts

 a
ll 

of
 th

e 
fo

llo
w

in
g 

fo
ur

 c
on

di
tio

ns
 is

 e
xc

lu
de

d 
fr

om
 C

–3
 fa

ct
or

-b
as

ed
 ri

sk
: 

 
(a

) 
G

en
er

al
 a

cc
ou

nt
 fu

nd
ed

; 
 

(b
) 

R
es

er
ve

 in
te

re
st

 ra
te

 is
 c

ar
rie

d 
at

 n
o 

gr
ea

te
r t

ha
n 

4 
pe

rc
en

t a
nd

/o
r f

un
d 

lo
ng

-te
rm

 in
te

re
st

 g
ua

ra
nt

ee
 (i

n 
ex

ce
ss

 o
f a

 y
ea

r)
 d

oe
s n

ot
 e

xc
ee

d 
4 

pe
rc

en
t; 

 
(c

) 
Ex

pe
rie

nc
e 

ra
tin

g 
m

ec
ha

ni
sm

 is
 im

m
ed

ia
te

 p
ar

tic
ip

at
io

n,
 re

tro
ac

tiv
e 

cr
ed

its
, o

r o
th

er
 te

ch
ni

qu
e 

ot
he

r t
ha

n 
pa

rti
ci

pa
tin

g 
di

vi
de

nd
s;

 a
nd

 
 

(d
) 

Ei
th

er
 is

 n
ot

 s
ub

je
ct

 to
 d

is
cr

et
io

na
ry

 w
ith

dr
aw

al
 o

r 
is

 s
ub

je
ct

 to
 f

ai
r 

va
lu

e 
ad

ju
st

m
en

t, 
bu

t o
nl

y 
if 

th
e 

co
nt

ra
ct

ua
lly

 d
ef

in
ed

 lu
m

p 
su

m
 f

ai
r 

va
lu

e 
ad

ju
st

m
en

t r
ef

le
ct

s 
po

rtf
ol

io
 e

xp
er

ie
nc

e 
as

 w
el

l a
s 

cu
rr

en
t i

nt
er

es
t r

at
es

 a
nd

 is
 e

xp
ec

te
d 

to
 p

as
s 

bo
th

 c
re

di
t r

is
k 

an
d 

ra
te

 ri
sk

 to
 th

e 
po

lic
yh

ol
de

r a
t w

ith
dr

aw
al

. (
A

 lu
m

p 
su

m
 s

et
tle

m
en

t 
ba

se
d 

on
ly

 o
n 

ch
an

ge
s 

in
 p

re
va

ili
ng

 r
at

es
 d

oe
s 

no
t m

ee
t t

hi
s 

te
st

. B
oo

k 
va

lu
e 

ca
sh

 o
ut

 o
pt

io
ns

 m
ee

t t
hi

s 
te

st
 a

s 
lo

ng
 a

s 
th

e 
pr

es
en

t v
al

ue
 o

f 
pa

ym
en

ts
 u

si
ng

 U
.S

. 
Tr

ea
su

ry
 s

po
t r

at
es

 is
 le

ss
 th

an
 o

r e
qu

al
 to

 th
e 

lu
m

p 
su

m
 fa

ir 
va

lu
e 

on
 th

e 
va

lu
at

io
n 

da
te

 a
nd

 th
e 

po
lic

yh
ol

de
r d

oe
s 

no
t h

av
e 

an
 o

pt
io

n 
to

 c
ha

ng
e 

th
e 

pa
ym

en
t p

er
io

d 
on

ce
 p

ay
m

en
ts

 b
eg

in
.) 

 Fo
r 

so
ci

et
ie

s 
no

t e
xe

m
pt

 f
ro

m
 C

-3
 R

B
C

 c
as

h 
flo

w
 te

st
in

g,
 s

uc
h 

te
st

in
g 

is
 to

 in
cl

ud
e 

th
os

e 
ex

pe
rie

nc
e-

ra
te

d 
pr

od
uc

ts
 e

xe
m

pt
ed

 f
ro

m
 th

e 
fo

rm
ul

a 
fa

ct
or

s, 
bu

t f
or

 w
hi

ch
 c

as
h 

flo
w

 
te

st
in

g 
is

 d
on

e 
as

 a
 p

ar
t o

f t
he

 a
ss

et
 a

de
qu

ac
y 

te
st

in
g.

 
 N

on
-in

de
xe

d
se

pa
ra

te
 a

cc
ou

nt
 b

us
in

es
s w

ith
 g

ua
ra

nt
ee

s t
ha

t s
at

is
fy

 b
ot

h 
co

nd
iti

on
s (

b)
 a

nd
 (d

) a
bo

ve
 is

 e
xc

lu
de

d 
fr

om
 C

–3
 fa

ct
or

-b
as

ed
 ri

sk
. 

 G
ua

ra
nt

ee
d 

in
de

xe
d 

se
pa

ra
te

 a
cc

ou
nt

 b
us

in
es

s 
fo

llo
w

in
g 

a 
C

la
ss

 I
 in

ve
st

m
en

t s
tra

te
gy

 is
 r

ep
or

te
d 

on
 L

in
e 

(1
8)

. N
ot

e 
th

at
 in

 th
e 

A
A

A
 R

ep
or

t “
Pr

op
os

ed
 N

ew
 R

is
k-

B
as

ed
 C

ap
ita

l 
M

et
ho

d 
fo

r 
Se

pa
ra

te
 A

cc
ou

nt
s 

Th
at

 G
ua

ra
nt

ee
 a

n 
In

de
x”

 (
ad

op
te

d 
by

 th
e 

N
A

IC
 L

ife
 R

is
k-

B
as

ed
 C

ap
ita

l W
or

ki
ng

 G
ro

up
 in

 N
ew

 Y
or

k,
 N

Y
, i

n 
Ju

ne
 2

00
3)

, t
he

re
 is

 a
 s

tre
ss

 te
st

 
ap

pl
ic

ab
le

 to
 C

la
ss

 I 
in

ve
st

m
en

t s
tra

te
gi

es
 fo

r a
 c

om
pa

ny
 th

at
 is

 n
ot

 su
bj

ec
t t

o 
sc

en
ar

io
 te

st
in

g 
re

qu
ire

m
en

ts
. 

 C
om

pa
ny

 so
ur

ce
 re

co
rd

s e
nt

er
ed

 in
 C

ol
um

n 
(3

) o
f L

in
es

 (3
0)

 a
nd

 (3
1)

 sh
ou

ld
 b

e 
ad

ju
st

ed
 to

 a
 p

re
-ta

x 
ba

si
s. 

 Li
ne

 (3
3)

 
En

te
r i

n 
C

ol
um

n 
(3

) t
he

 p
re

-ta
x 

in
te

re
st

 ra
te

 ri
sk

 re
su

lts
 o

f c
as

h 
flo

w
 te

st
in

g 
pe

r t
he

 A
pp

en
di

x 
1a

 m
et

ho
do

lo
gy

. L
in

e 
(3

3)
 s

ho
ul

d 
on

ly
 b

e 
co

m
pl

et
ed

 b
y 

al
l s

oc
ie

tie
s 

w
ho

 d
o 

ca
sh

 fl
ow

 
te

st
in

g 
of

 C
er

ta
in

 A
nn

ui
tie

s a
nd

 S
in

gl
e 

Pr
em

iu
m

 L
ife

 In
su

ra
nc

e 
fo

r a
ss

et
 a

de
qu

ac
y 

(s
ee

 A
pp

en
di

x 
1)

 e
xc

ep
t t

ho
se

 w
ith

 le
ss

 th
an

 $
10

0 
m

ill
io

n 
in

 a
dm

itt
ed

 a
ss

et
s a

t y
ea

r-
en

d,
 u

nl
es

s t
he

 
an

sw
er

 to
 L

in
e 

(1
4)

 o
r L

in
e 

(2
2)

 o
f F

R
04

9 
Ex

em
pt

io
n 

Te
st

: C
as

h 
Fl

ow
 T

es
tin

g 
fo

r C
-3

 R
B

C
 is

 “
Y

es
”

or
 if

 th
e 

co
m

pa
ny

 c
ho

os
es

 to
 d

o 
C

-3
 R

B
C

 c
as

h 
flo

w
 te

st
in

g 
on

 a
 c

on
tin

ui
ng

 
ba

si
s. 

O
nc

e 
a 

co
m

pa
ny

 c
ho

os
es

 to
 u

se
 th

e 
C

-3
 R

B
C

 C
as

h 
Fl

ow
 T

es
tin

g 
m

et
ho

d 
to

 c
al

cu
la

te
 R

B
C

 it
 m

us
t c

on
tin

ue
 to

 d
o 

so
 u

nl
es

s r
eg

ul
at

or
y 

ap
pr

ov
al

 fr
om

 th
e 

do
m

ic
ili

ar
y 

ju
ris

di
ct

io
n 

is
 re

ce
iv

ed
 to

 g
o 

ba
ck

 to
 th

e 
fa

ct
or

-b
as

ed
 m

et
ho

d.
 T

he
 in

te
re

st
 ra

te
 ri

sk
 c

om
po

ne
nt

 fo
r V

ar
ia

bl
e 

A
nn

ui
tie

s a
nd

 S
im

ila
r P

ro
du

ct
s s

ho
ul

d 
be

 e
nt

er
ed

 in
to

 L
in

e 
(3

5)
. 
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Li
ne

 (3
4)

  
If

 L
in

e 
(3

3)
 is

 e
qu

al
 to

 z
er

o,
 th

en
 L

in
e 

(3
4)

 s
ho

ul
d 

eq
ua

l L
in

e 
(3

2)
. O

th
er

w
is

e,
 L

in
e 

(3
4)

 s
ho

ul
d 

eq
ua

l L
in

e 
(3

2)
 p

lu
s 

Li
ne

 (3
3)

 le
ss

 L
in

e 
(1

6)
 le

ss
 L

in
e 

(1
7)

 s
ub

je
ct

 to
 a

 m
in

im
um

 o
f 

0.
5 

tim
es

 L
in

e 
(3

2)
. 

 Li
ne

 (3
5)

 
En

te
r t

he
 in

te
re

st
 ra

te
 ri

sk
 c

om
po

ne
nt

 fo
r V

ar
ia

bl
e 

A
nn

ui
tie

s a
nd

 S
im

ila
r P

ro
du

ct
s. 

Th
e 

in
te

re
st

 ra
te

 ri
sk

 c
om

po
ne

nt
 sh

ou
ld

 b
e 

en
te

re
d 

on
 a

 p
re

-ta
x 

ba
si

s. 
 Li

ne
 (3

6)
 

To
ta

l i
nt

er
es

t r
at

e 
ris

k.
 E

qu
al

s L
in

e 
(3

4)
 p

lu
s L

in
e 

(3
5)

. 
 Li

ne
 (3

7)

O
ve

rv
ie

w
 Th

e 
am

ou
nt

 re
po

rte
d 

on
 L

in
e 

(3
7)

 is
 c

al
cu

la
te

d 
us

in
g 

a 
ni

ne
-s

te
p 

pr
oc

es
s. 

A
s 

in
 S

te
p 

3 
of

 th
e 

Si
ng

le
 S

ce
na

rio
 C

-3
 M

ea
su

re
m

en
t C

on
si

de
ra

tio
ns

 s
ec

tio
n 

of
 A

pp
en

di
x 

1a
 –

 C
as

hF
lo

w
 

Te
st

in
g 

fo
r C

-3
 R

B
C

 M
et

ho
do

lo
gy

, e
xi

st
in

g 
A

V
R

-r
el

at
ed

 a
ss

et
s s

ho
ul

d 
no

t b
e 

in
cl

ud
ed

 in
 th

e 
in

iti
al

 a
ss

et
s u

se
d 

in
 th

e 
C

-3
 m

od
el

in
g 

un
le

ss
 A

V
R

 h
as

 b
ee

n 
ex

cl
ud

ed
 fr

om
 T

A
C

 d
ue

 to
 

its
 u

se
 in

 th
e 

as
se

t a
de

qu
ac

y 
an

al
ys

is
 s

up
po

rti
ng

 re
se

rv
es

. A
V

R
-r

el
at

ed
 a

ss
et

s 
m

ay
 b

e 
in

cl
ud

ed
 w

ith
 C

-3
 te

st
in

g 
to

 th
e 

ex
te

nt
 th

at
 th

e 
A

V
R

 h
as

 b
ee

n 
us

ed
 in

 th
e 

ca
sh

 fl
ow

 te
st

in
g 

an
d 

is
 th

er
ef

or
e 

ex
cl

ud
ed

 fr
om

 T
A

C
, a

nd
 th

at
 p

or
tio

n 
of

 th
e 

A
V

R
-r

el
at

ed
 a

ss
et

s 
re

la
te

s 
to

 th
e 

bu
si

ne
ss

 b
ei

ng
 te

st
ed

. T
he

se
 a

ss
et

s 
ar

e 
av

ai
la

bl
e 

fo
r f

ut
ur

e 
cr

ed
it 

lo
ss

 d
ev

ia
tio

ns
 o

ve
r a

nd
 

ab
ov

e 
ex

pe
ct

ed
 c

re
di

t l
os

se
s. 

Th
es

e 
de

vi
at

io
ns

 a
re

 c
ov

er
ed

 b
y 

C
-1

 r
is

k 
ca

pi
ta

l. 
Si

m
ila

rly
, f

ut
ur

e 
A

V
R

 c
on

tri
bu

tio
ns

 s
ho

ul
d 

no
t b

e 
m

od
el

ed
.  

H
ow

ev
er

, t
he

 e
xp

ec
te

d 
cr

ed
it 

lo
ss

es
 

sh
ou

ld
 b

e 
in

 th
e 

C
-3

 m
od

el
in

g.
 (D

ev
ia

tio
ns

 fr
om

 e
xp

ec
te

d 
ar

e 
co

ve
re

d 
by

 b
ot

h 
th

e 
A

V
R

 a
nd

 C
-1

 ri
sk

 c
ap

ita
l a

nd
 sh

ou
ld

 n
ot

 b
e 

m
od

el
ed

). 
 IM

R
 a

ss
et

s s
ho

ul
d 

be
 u

se
d 

fo
r C

-3
 m

od
el

in
g.

 If
 n

eg
at

iv
e 

ca
sh

 fl
ow

s a
re

 h
an

dl
ed

 b
y 

se
lli

ng
 a

ss
et

s, 
th

en
 a

pp
ro

pr
ia

te
 m

od
el

in
g 

of
 c

on
tri

bu
tio

ns
 to

 a
nd

 a
m

or
tiz

at
io

n 
of

 th
e 

IM
R

 n
ee

d 
to

 
be

 re
fle

ct
ed

 in
 th

e 
m

od
el

in
g.

 (1
) T

he
 fi

rs
t s

te
p 

is
 d

et
er

m
in

ed
 b

y 
ap

pl
yi

ng
 th

e 
m

et
ho

do
lo

gy
 d

es
cr

ib
ed

 in
 th

e 
re

po
rt 

“R
ec

om
m

en
de

d 
A

pp
ro

ac
h 

fo
r S

et
tin

g 
R

is
k-

B
as

ed
 C

ap
ita

l R
eq

ui
re

m
en

ts
 fo

r V
ar

ia
bl

e 
A

nn
ui

tie
s 

an
d 

Si
m

ila
r P

ro
du

ct
s 

Pr
es

en
te

d 
by

 th
e 

A
m

er
ic

an
 A

ca
de

m
y 

of
 A

ct
ua

rie
s’

 L
ife

 C
ap

ita
l A

de
qu

ac
y 

Su
bc

om
m

itt
ee

 to
 th

e 
N

at
io

na
l A

ss
oc

ia
tio

n 
of

 In
su

ra
nc

e 
C

om
m

is
si

on
er

s’
 C

ap
ita

l 
A

de
qu

ac
y 

Ta
sk

 F
or

ce
 (J

un
e 

20
05

)”
 to

 c
al

cu
la

te
 th

e 
to

ta
l a

ss
et

 re
qu

ire
m

en
t. 

A
lth

ou
gh

 A
pp

en
di

x 
2 

in
 th

e 
R

ep
or

t n
ot

es
 p

at
h 

de
pe

nd
en

t m
od

el
s 

un
de

r a
 d

iff
er

en
t s

et
 o

f i
ni

tia
liz

at
io

n 
pa

ra
m

et
er

s 
m

ig
ht

 p
ro

du
ce

 s
ce

na
rio

s 
th

at
 d

o 
no

t s
at

is
fy

 a
ll 

th
e 

ca
lib

ra
tio

n 
po

in
ts

 s
ho

w
n 

in
 T

ab
le

 1
, t

o 
be

 in
 c

om
pl

ia
nc

e 
w

ith
 th

e 
re

qu
ire

m
en

ts
 in

 th
is

 fi
rs

t s
te

p,
 th

e 
ac

tu
al

 s
ce

na
rio

s 
us

ed
 f

or
 d

iv
er

si
fie

d 
U

.S
. e

qu
ity

 f
un

ds
 m

us
t m

ee
t t

he
 c

al
ib

ra
tio

n 
cr

ite
ria

. T
he

 s
ce

na
rio

s 
ne

ed
 n

ot
 s

tri
ct

ly
 s

at
is

fy
 a

ll 
ca

lib
ra

tio
n 

po
in

ts
 in

 T
ab

le
 1

 o
f 

A
pp

en
di

x 
2,

 b
ut

 th
e 

ac
tu

ar
y 

sh
ou

ld
 b

e 
sa

tis
fie

d 
th

at
 a

ny
 d

iff
er

en
ce

s 
do

 n
ot

 m
at

er
ia

lly
 re

du
ce

 th
e 

re
su

lti
ng

 c
ap

ita
l r

eq
ui

re
m

en
ts

. S
ee

 th
e 

Pr
ea

m
bl

e 
to

 th
e 

A
cc

ou
nt

in
g 

Pr
ac

tic
es

 a
nd

 P
ro

ce
du

re
s 

M
an

ua
l f

or
 a

n 
ex

pl
an

at
io

n 
of

 m
at

er
ia

lit
y.

 In
cl

ud
e 

th
e 

Ta
x 

A
dj

us
tm

en
t a

s d
es

cr
ib

ed
 in

 th
e 

re
po

rt.
 

  (2
) T

he
 se

co
nd

 st
ep

 is
 to

 re
du

ce
 th

e 
am

ou
nt

 c
al

cu
la

te
d 

in
 (1

) a
bo

ve
 b

y 
th

e 
in

te
re

st
 ra

te
 p

or
tio

n 
of

 th
e 

ris
k 

(i.
e.

, o
nl

y 
th

e 
se

pa
ra

te
 a

cc
ou

nt
 m

ar
ke

t r
is

k 
is

 in
cl

ud
ed

 in
 th

is
 st

ep
). 

 (3
) T

he
 th

ird
 st

ep
 is

 to
 c

al
cu

la
te

 th
e 

St
an

da
rd

 S
ce

na
rio

 A
m

ou
nt

. 
 (4

) T
ak

e 
th

e 
gr

ea
te

r o
f t

he
 a

m
ou

nt
s f

ro
m

 st
ep

s (
2)

 a
nd

 (3
). 

 
 (5

) A
pp

ly
 th

e 
sm

oo
th

in
g 

an
d 

tra
ns

iti
on

 ru
le

s (
if 

ap
pl

ic
ab

le
) t

o 
th

e 
am

ou
nt

 in
 st

ep
 (4

). 
 (6

) A
dd

 th
e 

ge
ne

ra
l a

cc
ou

nt
 in

te
re

st
 ra

te
 p

or
tio

n 
of

 th
e 

ris
k 

to
 th

e 
am

ou
nt

 in
 st

ep
 (5

). 
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(7
) S

ub
tra

ct
 th

e 
re

po
rte

d 
st

at
ut

or
y 

re
se

rv
es

 fo
r t

he
 b

us
in

es
s s

ub
je

ct
 to

 th
e 

R
ep

or
t f

ro
m

 th
e 

am
ou

nt
 c

al
cu

la
te

d 
in

 st
ep

 (6
). 

Fl
oo

r t
hi

s a
m

ou
nt

 a
t $

0.
 

 (8
) D

iv
id

e 
th

e 
re

su
lt 

fr
om

 st
ep

 (7
) b

y 
0.

65
 to

 a
rr

iv
e 

at
 a

 p
re

-ta
x 

am
ou

nt
. 

 (9
) S

pl
it 

th
e 

re
su

lt 
fr

om
 st

ep
 (8

) i
nt

o 
an

 in
te

re
st

 ra
te

 ri
sk

 p
or

tio
n 

an
d 

a 
m

ar
ke

t r
is

k 
po

rti
on

. N
ot

e 
th

at
 th

e 
in

te
re

st
 ra

te
 p

or
tio

n 
m

ay
 n

ot
 e

qu
al

 th
e 

in
te

re
st

 ra
te

 p
or

tio
n 

of
 th

e 
ris

k 
us

ed
 in

 
st

ep
s (

2)
 a

nd
 (6

) a
bo

ve
 e

ve
n 

af
te

r a
dj

us
tin

g 
th

es
e 

to
 a

 p
re

-ta
x 

ba
si

s. 
Th

e 
in

te
re

st
 ra

te
 p

or
tio

n 
of

 th
e 

ris
k 

sh
ou

ld
 b

e 
in

cl
ud

ed
 in

 L
in

e 
(3

5)
 a

nd
 th

e 
m

ar
ke

t r
is

k 
po

rti
on

 in
 L

in
e 

(3
7)

. 
 Th

e 
lin

es
 o

n 
th

e 
al

te
rn

at
iv

e 
ca

lc
ul

at
io

ns
 p

ag
e 

w
ill

 n
ot

 b
e 

re
qu

ire
d 

fo
r 2

01
7.

 
 C

al
cu

la
tio

n 
of

 th
e 

To
ta

l A
ss

et
 R

eq
ui

re
m

en
t 

 Th
e 

m
et

ho
d 

of
 c

al
cu

la
tin

g 
th

e 
To

ta
l A

ss
et

 R
eq

ui
re

m
en

t i
s e

xp
la

in
ed

 in
 d

et
ai

l i
n 

th
e 

A
A

A
’s

 Ju
ne

 2
00

5 
re

po
rt,

 re
fe

re
nc

ed
 a

bo
ve

. I
n 

su
m

m
ar

y,
 it

 is
 a

s f
ol

lo
w

s:
 

 A
. 

A
gg

re
ga

te
 th

e 
re

su
lts

 o
f r

un
ni

ng
 s

to
ch

as
tic

 s
ce

na
rio

s 
us

in
g 

pr
ud

en
t b

es
t e

st
im

at
e 

as
su

m
pt

io
ns

 (t
he

 m
or

e 
re

lia
bl

e 
th

e 
un

de
rly

in
g 

da
ta

 is
, t

he
 s

m
al

le
r t

he
 n

ee
d 

fo
r m

ar
gi

ns
 fo

r 
co

ns
er

va
tis

m
) 

an
d 

ca
lib

ra
te

d 
fu

nd
 p

er
fo

rm
an

ce
 d

is
tri

bu
tio

n 
fu

nc
tio

ns
. 

If
 u

til
iz

in
g 

pr
ep

ac
ka

ge
d 

sc
en

ar
io

s 
as

 o
ut

lin
ed

 i
n 

th
e 

A
m

er
ic

an
 A

ca
de

m
y 

of
 A

ct
ua

rie
s’

 r
ep

or
t, 

C
on

st
ru

ct
io

n 
an

d 
U

se
 o

f P
re

-P
ac

ka
ge

d 
Sc

en
ar

io
s t

o 
Su

pp
or

t t
he

 D
et

er
m

in
at

io
n 

of
 R

eg
ul

at
or

y 
Ri

sk
-B

as
ed

 C
ap

ita
l R

eq
ui

re
m

en
ts

 fo
r V

ar
ia

bl
e 

An
nu

iti
es

 a
nd

 S
im

ila
r P

ro
du

ct
s, 

Ja
n.

 1
3,

 2
00

6,
 th

e 
En

ha
nc

ed
 C

-3
 P

ha
se

 I 
In

te
re

st
 R

at
e 

G
en

er
at

or
 sh

ou
ld

 b
e 

us
ed

 in
 g

en
er

at
in

g 
an

y 
in

te
re

st
 ra

te
 sc

en
ar

io
s o

r r
eg

en
er

at
in

g 
pr

e-
pa

ck
ag

ed
 fu

nd
 sc

en
ar

io
s f

or
 fu

nd
s 

th
at

 in
cl

ud
e 

th
e 

im
pa

ct
 o

f b
on

d 
yi

el
ds

. D
et

ai
ls

 c
on

ce
rn

in
g 

th
e 

En
ha

nc
ed

 C
-3

 P
ha

se
 I 

In
te

re
st

 R
at

e 
G

en
er

at
or

 c
an

 b
e 

fo
un

d 
on

 th
e 

A
m

er
ic

an
 A

ca
de

m
y 

of
 A

ct
ua

rie
s w

eb
pa

ge
 a

t 
th

e 
fo

llo
w

in
g 

ad
dr

es
s 

ht
tp

://
w

w
w

.a
ct

ua
ry

.o
rg

/p
df

/li
fe

/c
3s

up
p_

ja
n0

6.
pd

f. 
Th

e 
En

ha
nc

ed
 C

3 
Ph

as
e 

1 
In

te
re

st
 R

at
e 

G
en

er
at

or
 w

ith
 it

s 
ab

ili
ty

 to
 u

se
 th

e 
yi

el
d 

cu
rv

e 
as

 o
f t

he
 ru

n 
da

te
 a

nd
 to

 re
ge

ne
ra

te
 p

re
-p

ac
ka

ge
d 

fu
nd

 re
tu

rn
s u

si
ng

 in
te

re
st

 ra
te

 sc
en

ar
io

s b
as

ed
 o

n 
th

e 
cu

rr
en

t y
ie

ld
 c

ur
ve

 re
pl

ac
es

 th
e 

us
ag

e 
of

 th
e 

M
ar

ch
 2

00
5 

pr
e-

pa
ck

ag
ed

 sc
en

ar
io

s. 
 B
. 

C
al

cu
la

te
 re

qu
ire

d 
ca

pi
ta

l f
or

 e
ac

h 
sc

en
ar

io
 b

y 
ca

lc
ul

at
in

g 
ac

cu
m

ul
at

ed
 s

ta
tu

to
ry

 s
ur

pl
us

, i
nc

lu
di

ng
 th

e 
ef

fe
ct

 o
f f

ed
er

al
 in

co
m

e 
ta

xe
s 

at
 a

 ra
te

 o
f 3

5 
pe

rc
en

t, 
fo

r e
ac

h 
ca

le
nd

ar
 

ye
ar

-e
nd

 a
nd

 it
s p

re
se

nt
 v

al
ue

. T
he

 n
eg

at
iv

e 
of

 th
e 

lo
w

es
t o

f t
he

se
 p

re
se

nt
 v

al
ue

s i
s t

he
 a

ss
et

 re
qu

ire
m

en
t f

or
 th

at
 sc

en
ar

io
. T

he
se

 v
al

ue
s a

re
 re

co
rd

ed
 fo

r e
ac

h 
sc

en
ar

io
 a

nd
 th

e 
sc

en
ar

io
s a

re
 th

en
 so

rte
d 

on
 th

is
 m

ea
su

re
. F

or
 th

is
 p

ur
po

se
, s

ta
tu

to
ry

 su
rp

lu
s i

s m
od

el
ed

 a
s i

f t
he

 st
at

ut
or

y 
re

se
rv

e 
w

er
e 

eq
ua

l t
o 

th
e 

w
or

ki
ng

 re
se

rv
e.

 
 C

. 
Th

e 
To

ta
l A

ss
et

 R
eq

ui
re

m
en

t i
s 

se
t a

t t
he

 9
0 

C
on

di
tio

na
l T

ai
l E

xp
ec

ta
tio

n 
by

 ta
ki

ng
 th

e 
av

er
ag

e 
of

 th
e 

w
or

st
 1

0 
pe

rc
en

t o
f a

ll 
th

e 
sc

en
ar

io
s’

 a
ss

et
 re

qu
ire

m
en

ts
 (c

ap
ita

l p
lu

s 
st

ar
tin

g 
re

se
rv

e)
. R

is
k-

ba
se

d 
ca

pi
ta

l i
s 

ca
lc

ul
at

ed
 a

s 
th

e 
ex

ce
ss

 o
f t

he
 T

ot
al

 A
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A
ny

 a
dd

iti
on

al
 a

ss
um

pt
io

ns
 n

ee
de

d 
to

 a
pp

ly
 th

e 
St

an
da

rd
 S

ce
na

rio
 M

et
ho

d 
to

 th
e 

in
fo

rc
e 

sh
al

l b
e 

ex
pl

ic
itl

y 
do

cu
m

en
te

d.
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B
)

R
es

ul
ts

 fo
r t

he
 S

ta
nd

ar
d 

Sc
en

ar
io

 M
et

ho
d.

 

Th
e 

St
an

da
rd

 S
ce

na
rio

 A
m

ou
nt

 is
 e

qu
al

 to
 (1

) +
 (2

) –
 (3

) w
he

re
: 

1)
Is

 th
e 

su
m

 o
f t

he
 B

as
ic

 A
dj

us
te

d 
R

es
er

ve
 a

s d
es

cr
ib

ed
 in

 S
ec

tio
n 

II
 fo

r a
ll 

co
nt

ra
ct

s f
or

 w
hi

ch
 th

e 
St

an
da

rd
 S

ce
na

rio
 A

m
ou

nt
 is

 b
ei

ng
 d

et
er

m
in

ed
, 

2)
Is

 z
er

o 
or

 if
 g

re
at

er
 th

e 
ag

gr
eg

at
e 

gr
ea

te
st

 p
re

se
nt

 v
al

ue
 fo

r a
ll 

co
nt

ra
ct

s 
m

ea
su

re
d 

as
 o

f t
he

 e
nd

 o
f e

ac
h 

pr
oj

ec
tio

n 
ye

ar
 o

f t
he

 n
eg

at
iv

e 
of

 th
e 

A
cc

um
ul

at
ed

 N
et

 R
ev

en
ue

 
de

sc
rib

ed
 b

el
ow

 u
si

ng
 th

e 
as

su
m

pt
io

ns
 d

es
cr

ib
ed

 in
 S

ub
se

ct
io

n 
II

I(
D

) a
nd

 a
 d

is
co

un
t r

at
e 

eq
ua

l t
o 

th
e 

A
cc

um
ul

at
io

n 
R

at
e,

 A
R

. T
he

 A
cc

um
ul

at
ed

 N
et

 R
ev

en
ue

 a
t t

he
 e

nd
 

of
 a

 p
ro

je
ct

io
n 

ye
ar

 e
qu

al
s (

i) 
+ 

(ii
) -

 (i
ii)

 w
he

re
: 

(i)
Is

 th
e 

A
cc

um
ul

at
ed

 N
et

 R
ev

en
ue

 a
t t

he
 e

nd
 o

f t
he

 p
rio

r p
ro

je
ct

io
n 

ye
ar

 a
cc

um
ul

at
ed

 a
t t

he
 ra

te
 A

R
 to

 th
e 

en
d 

of
 th

e 
cu

rr
en

t p
ro

je
ct

io
n 

ye
ar

. T
he

 A
cc

um
ul

at
ed

 N
et

 
R

ev
en

ue
 a

t t
he

 b
eg

in
ni

ng
 o

f t
he

 p
ro

je
ct

io
n 

(i.
e.

, t
im

e 
0)

 is
 z

er
o.

 

(ii
)A

re
 th

e 
m

ar
gi

ns
 g

en
er

at
ed

 d
ur

in
g 

th
e 

pr
oj

ec
tio

n 
ye

ar
 o

n 
ac

co
un

t v
al

ue
s a

s d
ef

in
ed

 in
 p

ar
ag

ra
ph

 II
I(

D
)(

1)
 m

ul
tip

lie
d 

by
 o

ne
 m

in
us

 th
e 

ta
x 

ra
te

 a
nd

 a
cc

um
ul

at
ed

 a
t 

ra
te

 A
R

 to
 th

e 
en

d 
of

 c
ur

re
nt

 p
ro

je
ct

io
n 

ye
ar

, a
nd

  

(ii
i)

A
re

 th
e 

co
nt

ra
ct

 b
en

ef
its

 p
ai

d 
in

 e
xc

es
s 

of
 a

cc
ou

nt
 v

al
ue

 a
pp

lie
d 

pl
us

 th
e 

In
di

vi
du

al
 re

in
su

ra
nc

e 
pr

em
iu

m
s 

(c
ed

ed
 le

ss
 a

ss
um

ed
) l

es
s 

th
e 

In
di

vi
du

al
 re

in
su

ra
nc

e 
be

ne
fit

s 
(c

ed
ed

 le
ss

 a
ss

um
ed

) 
pa

ya
bl

e 
or

 r
ec

ei
va

bl
e 

du
rin

g 
th

e 
pr

oj
ec

tio
n 

ye
ar

 m
ul

tip
lie

d 
by

 o
ne

 m
in

us
 th

e 
ta

x 
ra

te
 a

nd
 a

cc
um

ul
at

ed
 a

t r
at

e 
A

R
 to

 th
e 

en
d 

of
 

cu
rr

en
t p

ro
je

ct
io

n 
ye

ar
. I

nd
iv

id
ua

l r
ei

ns
ur

an
ce

 is
 d

ef
in

ed
 in

 p
ar

ag
ra

ph
 II

I(
D

)(
2)

. 

3)
Is

 th
e 

va
lu

e 
of

 a
pp

ro
ve

d 
he

dg
es

 a
nd

 A
gg

re
ga

te
 re

in
su

ra
nc

e 
as

 d
es

cr
ib

ed
 in

 p
ar

ag
ra

ph
 II

I(
E)

(2
). 

A
gg

re
ga

te
 re

in
su

ra
nc

e 
is

 d
ef

in
ed

 in
 p

ar
ag

ra
ph

 II
I(

D
)(

2)
. 

C
)

Th
e 

ac
tu

ar
y 

sh
al

l d
et

er
m

in
e 

th
e 

pr
oj

ec
te

d 
re

in
su

ra
nc

e 
pr

em
iu

m
s 

an
d 

be
ne

fit
s 

re
fle

ct
in

g 
al

l t
re

at
y 

lim
ita

tio
ns

 a
nd

 a
ss

um
in

g 
an

y 
op

tio
ns

 in
 th

e 
tre

at
y 

to
 th

e 
ot

he
r 

pa
rty

 a
re

 
ex

er
ci

se
d 

to
 d

ec
re

as
e 

th
e 

va
lu

e 
of

 r
ei

ns
ur

an
ce

 to
 th

e 
re

po
rti

ng
 c

om
pa

ny
 (

e.
g.

, o
pt

io
ns

 to
 in

cr
ea

se
 p

re
m

iu
m

s 
or

 te
rm

in
at

e 
co

ve
ra

ge
). 

Th
e 

po
si

tiv
e 

va
lu

e 
of

 a
ny

 r
ei

ns
ur

an
ce

 
tre

at
y 

th
at

 is
 n

ot
 g

ua
ra

nt
ee

d 
to

 th
e 

in
su

re
r o

r i
ts

 s
uc

ce
ss

or
 s

ha
ll 

be
 e

xc
lu

de
d 

fr
om

 th
e 

va
lu

e 
of

 re
in

su
ra

nc
e.

 T
he

 c
om

m
is

si
on

er
 m

ay
 re

qu
ire

 th
e 

ex
cl

us
io

n 
of

 a
ny

 p
or

tio
n 

of
 th

e 
va

lu
e 

of
 re

in
su

ra
nc

e 
if 

th
e 

te
rm

s o
f t

he
 re

in
su

ra
nc

e 
tre

at
ie

s a
re

 to
o 

re
st

ric
tiv

e 
(e

.g
., 

tim
e 

or
 a

m
ou

nt
 li

m
its

 o
n 

be
ne

fit
s c

or
re

la
te

 to
 th

e 
St

an
da

rd
 S

ce
na

rio
 M

et
ho

d)
.  

D
)

A
ss

um
pt

io
ns

 fo
r P

ar
ag

ra
ph

 II
I (

B
) (

2)
 M

ar
gi

ns
 a

nd
 A

cc
ou

nt
 V

al
ue

s. 

1)
M

ar
gi

ns
 o

n 
A

cc
ou

nt
 V

al
ue

s. 
Th

e 
ba

se
s 

fo
r 

re
tu

rn
 a

ss
um

pt
io

ns
 o

n 
as

se
ts

 s
up

po
rti

ng
 a

cc
ou

nt
 v

al
ue

s 
ar

e 
sh

ow
n 

in
 T

ab
le

 I
. T

he
 "

In
iti

al
" 

re
tu

rn
s 

sh
al

l b
e 

ap
pl

ie
d 

to
 th

e 
ac

co
un

t v
al

ue
s 

as
si

gn
ed

 to
 e

ac
h 

as
se

t c
la

ss
 o

n 
th

e 
va

lu
at

io
n 

da
te

 a
s 

im
m

ed
ia

te
 d

ro
ps

, r
es

ul
tin

g 
in

 th
e 

A
cc

ou
nt

 V
al

ue
s 

at
 ti

m
e 

0.
 T

he
 "

Y
ea

r 1
" 

an
d 

"Y
ea

r 2
+"

 re
tu

rn
s 

ar
e 

gr
os

s 
an

nu
al

 e
ff

ec
tiv

e 
ra

te
s 

of
 re

tu
rn

 a
nd

 a
re

 u
se

d 
(a

lo
ng

 w
ith

 o
th

er
 d

ec
re

m
en

ts
 a

nd
/o

r i
nc

re
as

es
) t

o 
pr

od
uc

e 
th

e 
A

cc
ou

nt
 V

al
ue

s 
as

 o
f t

he
 e

nd
 o

f e
ac

h 
pr

oj
ec

tio
n 

ye
ar

. 
Fo

r p
ur

po
se

s o
f t

hi
s s

ec
tio

n,
 m

on
ey

 m
ar

ke
t f

un
ds

 sh
al

l b
e 

co
ns

id
er

ed
 p

ar
t o

f t
he

 B
on

d 
cl

as
s. 

 

Th
e 

Fi
xe

d 
Fu

nd
 ra

te
 is

 th
e 

gr
ea

te
r o

f t
he

 m
in

im
um

 ra
te

 g
ua

ra
nt

ee
d 

in
 th

e 
co

nt
ra

ct
 o

r 
3.

5%
 b

ut
 n

ot
 g

re
at

er
 th

an
 th

e 
cu

rr
en

t r
at

es
 b

ei
ng

 c
re

di
te

d 
to

 F
ix

ed
 F

un
ds

 o
n 

th
e 

va
lu

at
io

n 
da

te
. 

A
cc

ou
nt

 V
al

ue
s 

sh
al

l b
e 

ac
cu

m
ul

at
ed

 a
fte

r 
th

e 
in

iti
al

 d
ro

p 
us

in
g 

th
e 

ra
te

s 
fr

om
 T

ab
le

 I
 w

ith
 a

pp
ro

pr
ia

te
 r

ed
uc

tio
ns

 a
pp

lie
d 

to
 th

e 
su

pp
or

tin
g 

as
se

ts
. T

he
 a

pp
ro

pr
ia

te
 

re
du

ct
io

ns
 fo

r a
cc

ou
nt

 v
al

ue
s 

su
pp

or
te

d 
by

 a
ss

et
s 

in
 th

e 
Eq

ui
ty

, B
on

d 
or

 B
al

an
ce

 C
la

ss
es

 a
re

 a
ll 

fu
nd

 a
nd

 c
on

tra
ct

 c
ha

rg
es

 a
cc

or
di

ng
 to

 th
e 

pr
ov

is
io

ns
 o

f t
he

 fu
nd

s 
an

d 
co

nt
ra

ct
s. 

Th
e 

ap
pr

op
ria

te
 re

du
ct

io
n 

fo
r A

cc
ou

nt
 V

al
ue

s s
up

po
rte

d 
by

 F
ix

ed
 F

un
ds

 is
 z

er
o.
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Th
e 

m
ar

gi
ns

 o
n 

A
cc

ou
nt

 V
al

ue
s a

re
 d

ef
in

ed
 a

s f
ol

lo
w

s:
 

a)
D

ur
in

g 
th

e 
Su

rr
en

de
r C

ha
rg

e 
Pe

rio
d:

 

i.
0.

10
%

 o
f A

cc
ou

nt
 V

al
ue

; p
lu

s 

ii.
Th

e 
m

ax
im

um
 o

f: 

0.
20

%
 o

f A
cc

ou
nt

 V
al

ue
; o

r 

Ex
pl

ic
it 

an
d 

op
tio

na
l c

on
tra

ct
 c

ha
rg

es
 fo

r g
ua

ra
nt

ee
d 

liv
in

g 
an

d 
de

at
h 

be
ne

fit
s. 

b)
A

fte
r t

he
 S

ur
re

nd
er

 C
ha

rg
e 

Pe
rio

d:
 

i.
Th

e 
am

ou
nt

 d
et

er
m

in
ed

 in
 (a

) a
bo

ve
; p

lu
s 

ii.
Th

e 
le

ss
er

 o
f: 

0.
65

%
 o

f A
cc

ou
nt

 V
al

ue
s;

 a
nd

 

50
%

 o
f t

he
 e

xc
es

s, 
if 

an
y,

 o
f a

ll 
co

nt
ra

ct
 c

ha
rg

es
 o

ve
r (

a)
 a

bo
ve

. 

H
ow

ev
er

, o
n 

fix
ed

 fu
nd

s a
fte

r t
he

 su
rr

en
de

r c
ha

rg
e 

pe
rio

d,
 a

 m
ar

gi
n 

of
 u

p 
to

 th
e 

am
ou

nt
 in

 (a
) a

bo
ve

 p
lu

s 0
.4

%
m

ay
 b

e 
us

ed
. 

Ta
bl

e 
I 

 
 

In
iti

al
 

Y
ea

r 1
 

Y
ea

r 2
+ 

Eq
ui

ty
 C

la
ss

 
-2

0%
 

-0
%

 
3%

 
B

on
d 

C
la

ss
 

0 
0 

4.
85

%
 

B
al

an
ce

d 
C

la
ss

 
-1

2%
 

-0
%

 
3.

74
%

 
Fi

xe
d 

Se
pa

ra
te

 A
cc

ou
nt

s a
nd

 
G

en
er

al
 A

cc
ou

nt
  

 
Fi

xe
d 

Fu
nd

 R
at

e 
 

Fi
xe

d 
Fu

nd
 R

at
e 

 

 

2)
R

ei
ns

ur
an

ce
 C

re
di

t. 
In

di
vi

du
al

 r
ei

ns
ur

an
ce

 is
 d

ef
in

ed
 a

s 
re

in
su

ra
nc

e 
w

he
re

 th
e 

to
ta

l p
re

m
iu

m
s 

fo
r 

an
d 

be
ne

fit
s 

of
 th

e 
re

in
su

ra
nc

e 
ca

n 
be

 d
et

er
m

in
ed

 b
y 

ap
pl

yi
ng

 th
e 

te
rm

s 
of

 th
e 

re
in

su
ra

nc
e 

to
 e

ac
h 

co
nt

ra
ct

 c
ov

er
ed

 w
ith

ou
t r

ef
er

en
ce

 to
 th

e 
pr

em
iu

m
s 

or
 b

en
ef

its
 o

f a
ny

 o
th

er
 c

on
tra

ct
 c

ov
er

ed
 a

nd
 s

um
m

in
g 

th
e 

re
su

lts
 o

ve
r a

ll 
co

nt
ra

ct
s 

co
ve

re
d.

 R
ei

ns
ur

an
ce

 th
at

 is
 n

ot
 In

di
vi

du
al

 re
in

su
ra

nc
e 

is
 A

gg
re

ga
te

 re
in

su
ra

nc
e.

  

In
di

vi
du

al
 r

ei
ns

ur
an

ce
 p

re
m

iu
m

s 
pr

oj
ec

te
d 

to
 b

e 
pa

ya
bl

e 
on

 c
ed

ed
 r

is
k 

an
d 

re
ce

iv
ab

le
 o

n 
as

su
m

ed
 r

is
k 

sh
al

l b
e 

in
cl

ud
ed

 in
 th

e 
su

bp
ar

ag
ra

ph
 I

II
(B

)(
2)

(ii
i).

 S
im

ila
rly

, 
In

di
vi

du
al

 r
ei

ns
ur

an
ce

 b
en

ef
its

 p
ro

je
ct

ed
 to

 b
e 

re
ce

iv
ab

le
 o

n 
ce

de
d 

ris
k 

an
d 

pa
ya

bl
e 

on
 a

ss
um

ed
 r

is
k 

sh
al

l b
e 

in
cl

ud
ed

 in
 s

ub
pa

ra
gr

ap
h 

II
I(

B
)(

2)
(ii

i).
 N

o 
A

gg
re

ga
te

 
re

in
su

ra
nc

e 
sh

al
l b

e 
in

cl
ud

ed
 in

 su
bp

ar
ag

ra
ph

 II
I(

B
)(

2)
(ii

i).
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3)
La

ps
es

, P
ar

tia
l W

ith
dr

aw
al

s, 
an

d 
M

on
ey

ne
ss

. P
ar

tia
l w

ith
dr

aw
al

s 
el

ec
te

d 
as

 g
ua

ra
nt

ee
d 

liv
in

g 
be

ne
fit

s 
or

 r
eq

ui
re

d 
co

nt
ra

ct
ua

lly
 (

e.
g.

, a
 c

on
tra

ct
 o

pe
ra

tin
g 

un
de

r 
an

 
au

to
m

at
ic

 w
ith

dr
aw

al
 p

ro
vi

si
on

 o
n 

th
e 

va
lu

at
io

n 
da

te
) a

re
 to

 b
e 

in
cl

ud
ed

 in
 s

ub
pa

ra
gr

ap
h 

II
I(

B
)(

2)
(ii

i).
 N

o 
ot

he
r p

ar
tia

l w
ith

dr
aw

al
s, 

in
cl

ud
in

g 
fr

ee
 p

ar
tia

l w
ith

dr
aw

al
s, 

ar
e 

to
 b

e 
in

cl
ud

ed
. A

ll 
la

ps
e 

ra
te

s s
ha

ll 
be

 a
pp

lie
d 

as
 fu

ll 
co

nt
ra

ct
 su

rr
en

de
rs

. 

A
 c

on
tra

ct
 is

 in
 th

e 
m

on
ey

 (I
TM

) i
f i

t i
nc

lu
de

s 
a 

gu
ar

an
te

ed
 li

vi
ng

 b
en

ef
it 

an
d 

at
 a

ny
 ti

m
e 

th
e 

po
rti

on
 o

f t
he

 fu
tu

re
 p

ro
je

ct
ed

 a
cc

ou
nt

 v
al

ue
 u

nd
er

 th
e 

St
an

da
rd

 S
ce

na
rio

 
M

et
ho

d 
re

qu
ire

d 
to

 o
bt

ai
n 

th
e 

be
ne

fit
 w

ou
ld

 b
e 

le
ss

 th
an

 th
e 

va
lu

e 
of

 th
e 

gu
ar

an
te

ed
 b

en
ef

it 
at

 th
e 

tim
e 

of
 e

xe
rc

is
e 

or
 p

ay
m

en
t. 

If
 th

e 
pr

oj
ec

te
d 

ac
co

un
t v

al
ue

 is
 9

0 
pe

rc
en

t o
f 

th
e 

va
lu

e 
of

 th
e 

gu
ar

an
te

ed
 b

en
ef

it 
at

 th
e 

tim
e 

of
 e

xe
rc

is
e 

or
 p

ay
m

en
t, 

th
e 

co
nt

ra
ct

 is
 s

ai
d 

to
 b

e 
10

 p
er

ce
nt

 in
 th

e 
m

on
ey

. I
f 

th
e 

in
co

m
e 

fr
om

 a
pp

ly
in

g 
th

e 
pr

oj
ec

te
d 

ac
co

un
t v

al
ue

 to
 g

ua
ra

nt
ee

d 
pu

rc
ha

se
 ra

te
s 

ex
ce

ed
s 

th
e 

in
co

m
e 
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si

bl
e,

 c
on

si
st

en
t f

ro
m

 y
ea

r t
o 

ye
ar

. 

11
) T

ax
es

. A
ll 

ta
xe

s s
ha

ll 
be

 b
as

ed
 o

n 
a 

ta
x 

ra
te

 o
f 3

5 
pe

rc
en

t. 
 

E)
A

ss
um

pt
io

ns
 fo

r u
se

 in
 p

ar
ag

ra
ph

 II
I (

B
) (

3)
. 

1)
Th

e 
V

al
ue

 o
f 

A
gg

re
ga

te
 R

ei
ns

ur
an

ce
. 

Th
e 

va
lu

e 
of

 A
gg

re
ga

te
 r

ei
ns

ur
an

ce
 i

s 
th

e 
di

sc
ou

nt
ed

 v
al

ue
, 

at
 r

at
e 

A
R

 o
f 

th
e 

ex
ce

ss
 o

f: 
a)

 t
he

 b
en

ef
it 

pa
ym

en
ts

 f
ro

m
 t

he
 

re
in

su
ra

nc
e,

 o
ve

r b
) t

he
 re

in
su

ra
nc

e 
pr

em
iu

m
s, 

w
he

re
 (a

) a
nd

 (b
) a

re
 d

et
er

m
in

ed
 u

nd
er

 th
e 

as
su

m
pt

io
ns

 d
es

cr
ib

ed
 in

 S
ub

se
ct

io
n 

III
(D

). 
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2)
Th

e 
V

al
ue

 o
f A

pp
ro

ve
d 

H
ed

ge
s. 

Th
e 

va
lu

e 
of

 a
pp

ro
ve

d 
he

dg
es

 s
ha

ll 
be

 c
al

cu
la

te
d 

se
pa

ra
te

ly
 fr

om
 th

e 
ca

lc
ul

at
io

n 
in

 p
ar

ag
ra

ph
 II

I(
B

)(
2)

. T
he

 v
al

ue
 o

f a
pp

ro
ve

d 
he

dg
es

 
is

 th
e 

di
ff

er
en

ce
 b

et
w

ee
n:

 a
) t

he
 d

is
co

un
te

d 
va

lu
e 

at
 ra

te
 A

R
 o

f t
he

 a
fte

r-
ta

x 
ca

sh
 fl

ow
s f

ro
m

 th
e 

ap
pr

ov
ed

 h
ed

ge
s;

 le
ss

 b
) t

he
ir 

st
at

em
en

t v
al

ue
s o

n 
th

e 
va

lu
at

io
n 

da
te

.  
 To

 b
e 

an
 a

pp
ro

ve
d 

he
dg

e,
 a

 d
er

iv
at

iv
e 

or
 o

th
er

 in
ve

st
m

en
t h

as
 to

 b
e 

an
 a

ct
ua

l a
ss

et
 h

el
d 

on
 th

e 
va

lu
at

io
n 

da
te

, b
e 

de
si

gn
at

ed
 a

s a
 h

ed
ge

 fo
r o

ne
 o

r m
or

e 
co

nt
ra

ct
s s

ub
je

ct
 

to
 th

e 
St

an
da

rd
 S

ce
na

rio
, a

nd
 b

e 
pa

rt 
of

 a
 c

le
ar

ly
 d

ef
in

ed
 h

ed
gi

ng
 s

tra
te

gy
 a

s 
de

sc
rib

ed
 in

 th
e 

R
ep

or
t. 

If
 th

e 
ap

pr
ov

ed
 h

ed
ge

 a
ls

o 
su

pp
or

ts
 c

on
tra

ct
s 

no
t s

ub
je

ct
 to

 th
e 

St
an

da
rd

 S
ce

na
rio

, t
he

n 
on

ly
 th

at
 p

or
tio

n 
of

 th
e 

he
dg

e 
de

si
gn

at
ed

 f
or

 c
on

tra
ct

s 
su

bj
ec

t t
o 

th
e 

St
an

da
rd

 S
ce

na
rio

 s
ha

ll 
be

 in
cl

ud
ed

 in
 th

e 
va

lu
e 

of
 a

pp
ro

ve
d 

he
dg

es
. 

A
pp

ro
ve

d 
he

dg
es

 m
us

t b
e 

he
ld

 in
 a

cc
or

da
nc

e 
w

ith
 a

n 
in

ve
st

m
en

t p
ol

ic
y 

th
at

 h
as

 b
ee

n 
im

pl
em

en
te

d 
fo

r 
at

 le
as

t s
ix

 m
on

th
s 

an
d 

ha
s 

be
en

 a
pp

ro
ve

d 
by

 th
e 

B
oa

rd
 o

f 
D

ire
ct

or
s 

or
 a

 s
ub

co
m

m
itt

ee
 o

f B
oa

rd
 m

em
be

rs
. A

 c
op

y 
of

 th
e 

in
ve

st
m

en
t p

ol
ic

y 
an

d 
th

e 
re

so
lu

tio
n 

ap
pr

ov
in

g 
th

e 
po

lic
y 

sh
al

l b
e 

m
ai

nt
ai

ne
d 

w
ith

 th
e 

do
cu

m
en

ta
tio

n 
of

 
th

e 
St

an
da

rd
 S

ce
na

rio
 a

nd
 a

va
ila

bl
e 

on
 re

qu
es

t. 
A

pp
ro

ve
d 

he
dg

es
 m

us
t b

e 
he

ld
 in

 a
cc

or
da

nc
e 

w
ith

 a
 w

rit
te

n 
in

ve
st

m
en

t s
tra

te
gy

 d
ev

el
op

ed
 b

y 
m

an
ag

em
en

t t
o 

im
pl

em
en

t 
th

e 
B

oa
rd

’s
 in

ve
st

m
en

t p
ol

ic
y.

 A
 c

op
y 

of
 th

e 
in

ve
st

m
en

t s
tra

te
gy

 o
n 

th
e 

va
lu

at
io

n 
da

te
, t

he
 m

os
t r

ec
en

t i
nv

es
tm

en
t s

tra
te

gy
 p

re
se

nt
ed

 to
 th

e 
B

oa
rd

 if
 d

iff
er

en
t a

nd
 th

e 
m

os
t r

ec
en

t w
rit

te
n 

re
po

rt 
on

 th
e 

ef
fe

ct
iv

en
es

s o
f t

he
 st

ra
te

gy
 sh

al
l b

e 
m

ai
nt

ai
ne

d 
w

ith
 th

e 
do

cu
m

en
ta

tio
n 

of
 th

e 
St

an
da

rd
 S

ce
na

rio
 a

nd
 a

va
ila

bl
e 

on
 re

qu
es

t. 
 

 Th
e 

co
m

m
is

si
on

er
 m

ay
 re

qu
ire

 th
e 

ex
cl

us
io

n 
of

 a
ny

 p
or

tio
n 

of
 th

e 
va

lu
e 

of
 a

pp
ro

ve
d 

he
dg

es
 u

po
n 

a 
fin

di
ng

 th
at

 th
e 

co
m

pa
ny

’s
 d

oc
um

en
ta

tio
n,

 c
on

tro
ls

, m
ea

su
re

m
en

t, 
ex

ec
ut

io
n 

of
 st

ra
te

gy
 o

r h
is

to
ric

al
 re

su
lts

 a
re

 n
ot

 a
de

qu
at

e 
to

 su
pp

or
t a

 fu
tu

re
 e

xp
ec

ta
tio

n 
of

 ri
sk

 re
du

ct
io

n 
co

m
m

en
su

ra
te

 w
ith

 th
e 

va
lu

e 
of

 a
pp

ro
ve

d 
he

dg
es

. 
 Th

e 
ite

m
 b

ei
ng

 h
ed

ge
d,

 th
e 

co
nt

ra
ct

 g
ua

ra
nt

ee
s, 

an
d 

th
e 

ap
pr

ov
ed

 h
ed

ge
s 

ar
e 

as
su

m
ed

 to
 b

e 
ac

co
un

te
d 

fo
r a

t t
he

 a
ve

ra
ge

 p
re

se
nt

 v
al

ue
 o

f t
he

 ta
il 

sc
en

ar
io

s. 
Th

e 
va

lu
e 

of
 

ap
pr

ov
ed

 h
ed

ge
s 

fo
r 

th
e 

st
an

da
rd

 s
ce

na
rio

 is
 th

e 
di

ff
er

en
ce

 b
et

w
ee

n 
an

 e
st

im
at

e 
of

 th
is

 “
ta

il 
va

lu
e”

 a
nd

 th
e 

“f
ai

r 
va

lu
e”

 o
f 

ap
pr

ov
ed

 h
ed

ge
s. 

Fo
r 

th
is

 v
al

ua
tio

n 
to

 b
e 

co
ns

is
te

nt
 w

ith
 th

e 
st

at
em

en
t v

al
ue

 o
f a

pp
ro

ve
d 

he
dg

es
, t

he
 st

at
em

en
t v

al
ue

 o
f a

pp
ro

ve
d 

he
dg

es
 w

ill
 n

ee
d 

to
 b

e 
he

ld
 a

t f
ai

r v
al

ue
 w

ith
 th

e 
im

m
ed

ia
te

 re
co

gn
iti

on
 o

f g
ai

ns
 

an
d 

lo
ss

es
. A

cc
or

di
ng

ly
, i

t i
s 

as
su

m
ed

 th
at

 a
pp

ro
ve

d 
he

dg
es

 a
re

 n
ot

 s
ub

je
ct

 to
 th

e 
IM

R
 o

r t
he

 e
qu

ity
 c

om
po

ne
nt

 o
f t

he
 A

V
R

. A
pp

ro
ve

d 
he

dg
es

 n
ee

d 
no

t s
at

is
fy

 S
SA

P 
N

o.
 8

6.
 In

 p
ar

tic
ul

ar
, a

s g
ai

ns
 a

nd
 lo

ss
es

 o
f a

pp
ro

ve
d 

he
dg

es
 a

re
 re

co
gn

iz
ed

 im
m

ed
ia

te
ly

, a
pp

ro
ve

d 
he

dg
es

 n
ee

d 
no

t s
at

is
fy

 th
e 

re
qu

ire
m

en
ts

 fo
r h

ed
ge

 a
cc

ou
nt

in
g 

of
 fa

ir 
va

lu
e 

he
dg

es
.  

 It 
is

 th
e 

co
m

bi
na

tio
n 

of
 h

ed
ge

s 
an

d 
lia

bi
lit

ie
s 

th
at

 d
et

er
m

in
e 

w
hi

ch
 s

ce
na

rio
s 

ar
e 

th
e 

ta
il 

sc
en

ar
io

s. 
In

 p
ar

tic
ul

ar
, s

ce
na

rio
s 

w
he

re
 th

e 
he

dg
in

g 
is

 le
as

t e
ff

ec
tiv

e 
ar

e 
lik

el
y 

to
 b

e 
ta

il 
sc

en
ar

io
s a

nd
 li

ab
ili

tie
s t

ha
t a

re
 a

 le
ft 

ta
il 

ris
k 

co
ul

d 
in

 c
om

bi
na

tio
n 

w
ith

 h
ed

ge
s b

ec
om

e 
a 

rig
ht

 ta
il 

ris
k.

 
 Th

e 
ca

sh
 f

lo
w

 p
ro

je
ct

io
n 

fo
r 

ap
pr

ov
ed

 h
ed

ge
s 

th
at

 e
xp

ire
 in

 le
ss

 th
an

 o
ne

 y
ea

r f
ro

m
 th

e 
va

lu
at

io
n 

da
te

 s
ho

ul
d 

be
 b

as
ed

 o
n 

ho
ld

in
g 

th
e 

he
dg

es
 to

 th
ei

r e
xp

ira
tio

n.
 F

or
 

he
dg

es
 w

ith
 a

n 
ex

pi
ra

tio
n 

of
 m

or
e 

th
an

 o
ne

 y
ea

r, 
th

e 
va

lu
e 

of
 h

ed
ge

s 
sh

ou
ld

 b
e 

ba
se

d 
on

 li
qu

id
at

io
n 

of
 th

e 
he

dg
es

 o
ne

 y
ea

r f
ro

m
 th

e 
va

lu
at

io
n 

da
te

. W
he

re
 a

pp
lic

ab
le

, 
th

e 
liq

ui
da

tio
n 

va
lu

e 
of

 h
ed

ge
s 

sh
al

l b
e 

co
ns

is
te

nt
 w

ith
 B

la
ck

-S
ch

ol
es

 p
ric

in
g,

 a
 ri

sk
 fr

ee
 ra

te
 o

f D
R

, a
nn

ua
l v

ol
at

ili
ty

 im
pl

ic
it 

as
 o

f t
he

 v
al

ua
tio

n 
da

te
 in

 th
e 

st
at

em
en

t 
va

lu
e 

of
 th

e 
he

dg
es

 u
nd

er
 B

la
ck

-S
ch

ol
es

 p
ric

in
g 

an
d 

a 
ris

k 
fr

ee
 r

at
e 

of
 D

R
 a

nd
 th

e 
as

su
m

ed
 r

et
ur

ns
 in

 th
e 

St
an

da
rd

 S
ce

na
rio

 f
ro

m
 th

e 
va

lu
at

io
n 

da
te

 to
 th

e 
da

te
 o

f 
liq

ui
da

tio
n.

 
 Th

er
e 

is
 n

o 
cr

ed
it 

in
 th

e 
St

an
da

rd
 S

ce
na

rio
 f

or
 d

yn
am

ic
 h

ed
gi

ng
 b

ey
on

d 
th

e 
cr

ed
it 

th
at

 r
es

ul
ts

 f
ro

m
 h

ed
ge

s 
ac

tu
al

ly
 h

el
d 

on
 th

e 
va

lu
at

io
n 

da
te

. T
he

re
 is

 n
o 

cr
ed

it 
fo

r 
he

dg
es

 a
ct

ua
lly

 h
el

d 
on

 th
e 

va
lu

at
io

n 
da

te
 th

at
 a

re
 n

ot
 a

pp
ro

ve
d 

he
dg

es
 a

s 
th

e 
co

m
m

itm
en

t t
o 

m
ai

nt
ai

n 
th

e 
le

ve
l o

f 
ris

k 
re

du
ct

io
n 

de
riv

ed
 f

ro
m

 s
uc

h 
he

dg
es

 is
 n

ot
 

ad
eq

ua
te

. 
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3)
R

et
en

tio
n 

of
 C

om
po

ne
nt

s. 
Fo

r t
he

 S
ta

nd
ar

d 
Sc

en
ar

io
 A

m
ou

nt
s o

n 
th

e 
st

at
em

en
t d

at
e 

th
e 

co
m

pa
ny

 sh
ou

ld
 h

av
e 

av
ai

la
bl

e 
to

 th
e 

C
om

m
is

si
on

er
 th

e 
fo

llo
w

in
g 

va
lu

es
:  

a)
Fo

r r
un

s A
 a

nd
 B

 a
s d

ef
in

ed
 in

 I(
C

) b
y 

co
nt

ra
ct

 a
nd

 in
 a

gg
re

ga
te

 th
e 

am
ou

nt
s d

et
er

m
in

ed
 in

 II
I(

B
)(

1)
 a

nd
 II

I(
B

)(
2)

. 

b)
Fo

r r
un

 A
 th

e 
ag

gr
eg

at
e 

am
ou

nt
s d

et
er

m
in

ed
 in

 II
I(

E)
(1

) a
nd

 II
I(

E)
(2

). 

 Sm
oo

th
in

g 
an

d 
Tr

an
si

tio
n 

R
ul

es
 

 If
 a

 c
om

pa
ny

 i
s 

fo
llo

w
in

g 
a 

C
le

ar
ly

 D
ef

in
ed

 H
ed

gi
ng

 S
tra

te
gy

 (
Se

e 
“R

ec
om

m
en

de
d 

A
pp

ro
ac

h 
fo

r 
Se

tti
ng

 R
is

k-
B

as
ed

 C
ap

ita
l 

R
eq

ui
re

m
en

ts
 f

or
 V

ar
ia

bl
e 

A
nn

ui
tie

s 
an

d 
Si

m
ila

r 
Pr

od
uc

ts
” 

pr
es

en
te

d 
by

 th
e 

A
m

er
ic

an
 A

ca
de

m
y 

of
 A

ct
ua

rie
s’

 L
ife

 C
ap

ita
l A

de
qu

ac
y 

Su
bc

om
m

itt
ee

 to
 th

e 
N

at
io

na
l A

ss
oc

ia
tio

n 
of

 In
su

ra
nc

e 
C

om
m

is
si

on
er

’s
 C

ap
ita

l A
de

qu
ac

y 
Ta

sk
 

Fo
rc

e 
(J

un
e 

20
05

) f
or

 th
e 

de
fin

iti
on

 o
f t

hi
s p

hr
as

e)
 o

n 
so

m
e 

or
 a

ll 
of

 it
s b

us
in

es
s, 

a 
de

ci
si

on
 sh

ou
ld

 b
e 

m
ad

e 
w

he
th

er
 o

r n
ot

 to
 sm

oo
th

 th
e 

TA
R

. I
n 

al
l c

as
es

 w
he

re
 ‘c

as
h 

va
lu

e’
 is

 to
 b

e 
us

ed
, t

he
 v

al
ue

s 
us

ed
 m

us
t b

e 
co

m
pu

te
d 

on
 a

 c
on

si
st

en
t b

as
is

 fo
r e

ac
h 

bl
oc

k 
of

 b
us

in
es

s 
at

 s
uc

ce
ss

iv
e 

ye
ar

-e
nd

s. 
Fo

r d
ef

er
re

d 
an

nu
iti

es
 w

ith
 a

 c
as

h 
va

lu
e 

op
tio

n,
 d

ire
ct

 w
rit

er
s 

w
ill

 
us

e 
th

e 
ca

sh
 v

al
ue

. F
or

 d
ef

er
re

d 
an

nu
iti

es
 w

ith
 n

o 
ca

sh
 v

al
ue

 o
pt

io
n,

 o
r 

fo
r r

ei
ns

ur
an

ce
 a

ss
um

ed
 th

ro
ug

h 
a 

tre
at

y 
ot

he
r t

ha
n 

co
in

su
ra

nc
e,

 u
se

 th
e 

po
lic

yh
ol

de
r a

cc
ou

nt
 v

al
ue

 o
f t

he
 

un
de

rly
in

g 
co

nt
ra

ct
. F

or
 p

ay
ou

t a
nn

ui
tie

s, 
or

 o
th

er
 a

nn
ui

tie
s 

w
ith

 n
o 

ac
co

un
t v

al
ue

 o
r c

as
h 

va
lu

e,
 u

se
 th

e 
am

ou
nt

 a
s d

ef
in

ed
 fo

r v
ar

ia
bl

e 
pa

yo
ut

 a
nn

ui
tie

s i
n 

th
e 

de
fin

iti
on

 o
f W

or
ki

ng
 

R
es

er
ve

. F
or

 a
ny

 b
us

in
es

s 
re

in
su

re
d 

un
de

r a
 c

oi
ns

ur
an

ce
 a

gr
ee

m
en

t t
ha

t c
om

pl
ie

s 
w

ith
 a

ll 
ap

pl
ic

ab
le

 re
in

su
ra

nc
e 

re
se

rv
e 

cr
ed

it 
“t

ra
ns

fe
r o

f r
is

k”
 re

qu
ire

m
en

ts
, t

he
 c

ed
in

g 
co

m
pa

ny
 

sh
al

l r
ed

uc
e 

th
e 

va
lu

e 
in

 p
ro

po
rti

on
 to

 th
e 

bu
si

ne
ss

 c
ed

ed
 w

hi
le

 th
e 

as
su

m
in

g 
co

m
pa

ny
 sh

al
l u

se
 a

n 
am

ou
nt

 c
on

si
st

en
t w

ith
 th

e 
bu

si
ne

ss
 a

ss
um

ed
. 

 A
 c

om
pa

ny
 w

ho
 re

po
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al

ue
 o

f A
lie

n 
In

su
ra

nc
e 

Su
bs

id
ia

rie
s 

– 
O

th
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 c
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 c
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r t
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6.
1)

 a
nd

 (6
.2

): 
 T

ak
e 

th
e 

va
lu

es
 fr

om
 th
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s f
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 C
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 C
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 in
 c

ol
um

n 
(9

). 
 Li

ne
s (

1)
, (

2)
, (

3)
, (

4)
, (

5.
1)

, (
5.

2)
, (

5.
3)

, (
6.

1)
, a

nd
 (6

.2
): 

 T
ak

e 
th

e 
va

lu
es

 fr
om

 th
e 

R
B

C
 fo

rm
s f

or
 C

-0
, C

-1
, C

-2
, C

-3
a,

 C
-3

b,
 C

-3
c,

 C
-4

a,
 a

nd
 C

-4
b.

   
 

Li
ne

s (
2.

1)
 a

nd
 (3

.1
) a

re
 th

e 
C

-1
 c

on
ce

nt
ra

tio
n 

fa
ct

or
s f

or
 th

e 
ca

pt
iv

e,
 c

al
cu

la
te

d 
pe

r t
he

 st
an

da
rd

 R
B

C
 fo

rm
ul

a.
 

Li
ne

s (
2.

2)
 a

nd
 (3

.2
) a

re
 c

al
cu

la
te

d 
pe

r T
re

at
m

en
t o

f C
on

ce
nt

ra
tio

n 
Fa

ct
or

 se
ct

io
n 

ab
ov

e.
 

Li
ne

 (
2.

3)
 i

s 
eq

ua
l 

to
 L

in
e 

(2
) 

m
in

us
 L

in
e 

(2
.1

) 
pl

us
 L

in
e 

(2
.2

). 
 L

in
e 

(3
.3

) 
is

 e
qu

al
 t

o 
Li

ne
 (

3)
 m

in
us

 L
in

e 
(3

.1
) 

pl
us

 L
in

e 
(3

.2
). 

 T
hi

s 
re

pl
ac

es
 p

ot
en

tia
l 

do
ub

le
-c

ou
nt

in
g 

of
 

co
nc

en
tra

tio
n 

fa
ct

or
 a

m
ou

nt
s w

ith
 a

 m
or

e 
re

fin
ed

 re
fle

ct
io

n 
of

 d
iv

er
si

fic
at

io
n 

ac
ro

ss
 c

ed
in

g 
co

m
pa

ny
 a

nd
 C

ap
tiv

e 
as

se
ts

.  
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Li
ne

 (7
) i

s t
he

 v
al

ue
 fr

om
 th

e 
R

B
C

 fo
rm

s f
or

 T
ot

al
 A

dj
us

te
d 

C
ap

ita
l. 

 F
or

 su
bs

id
ia

ry
 C

ap
tiv

es
 th

at
 a

re
 le

ss
 th

an
 1

00
%

 o
w

ne
d,

 L
in

e 
(7

) i
s t

o 
be

 in
cr

ea
se

d 
by

 a
ny

 C
-0

 a
m

ou
nt

 (t
im

es
 .6

5 
to

 ta
x-

af
fe

ct
 a

nd
 th

en
 ti

m
es

 .5
 to

 a
dj

us
t t

o 
A

C
L 

va
lu

e)
 c

ha
rg

ed
 to

 th
e 

ce
di

ng
 c

om
pa

ny
 d

ue
 to

 th
at

 C
ap

tiv
e.

  F
or

 1
00

%
 o

w
ne

d 
su

bs
id

ia
ry

 C
ap

tiv
es

 w
he

re
 th

e 
ce

di
ng

 c
om

pa
ny

 h
as

 ta
ke

n 
a 

C
-0

 c
ha

rg
e 

ba
se

d 
on

 t
he

 s
ub

si
di

ar
y 

C
ap

tiv
e’

s 
R

B
C

 c
al

cu
la

tio
n,

 L
in

e 
(7

) 
is

 e
qu

al
 t

o 
th

e 
gr

ea
te

r 
of

 t
he

 c
al

cu
la

te
d 

To
ta

l 
A

dj
us

te
d 

C
ap

ita
l 

an
d 

th
e 

B
en

ch
m

ar
k 

R
B

C
. F

or
 o

th
er

 
su

bs
id

ia
ry

 C
ap

tiv
es

 (e
g 

w
he

re
 th

e 
ce

di
ng

 c
om

pa
ny

 h
as

 ta
ke

n 
a 

C
-0

 c
ha

rg
e 

ba
se

d 
on

 th
e 

su
bs

id
ia

ry
 C

ap
tiv

e’
s 

ca
rr

yi
ng

 v
al

ue
), 

Li
ne

 (7
) s

ho
ul

d 
be

 in
cr

ea
se

d 
by

 a
ny

 C
-0

 a
m

ou
nt

 (t
im

es
 

.6
5 

to
 ta

x-
ef

fe
ct

 a
nd

 th
en

 ti
m

es
 .5

 to
 a

dj
us

t t
o 

A
C

L 
va

lu
e)

 c
ha

rg
ed

 to
 th

e 
ce

di
ng

 c
om

pa
ny

 d
ue

 to
 th

at
 C

ap
tiv

e.
  I

n 
al

l c
as

es
, a

ss
et

s 
in

 e
xc

es
s 

of
 th

e 
to

ta
l P

rim
ar

y 
Se

cu
rit

y 
an

d 
O

th
er

 
Se

cu
rit

y 
m

ay
 n

ot
 b

e 
co

ns
id

er
ed

 a
ss

et
s 

un
le

ss
 th

ey
 w

ou
ld

 b
e 

no
rm

al
ly

 a
dm

itt
ed

 o
n 

th
e 

ba
la

nc
e 

sh
ee

t o
f t

he
 re

po
rti

ng
 e

nt
ity

 w
ith

ou
t t

ak
in

g 
in

to
 a

cc
ou

nt
 a

ny
 p

re
sc

rib
ed

 o
r p

er
m

itt
ed

 
pr

ac
tic

es
, a

nd
 L

in
e 

(7
) s

ho
ul

d 
be

 re
du

ce
d 

to
 re

fle
ct

 a
ny

 su
ch

 o
cc

ur
re

nc
e.

 
Li

ne
 (8

) i
s t

he
 A

C
L 

fo
r t

he
 C

ap
tiv

e 
ba

se
d 

on
 th

e 
ab

ov
e 

va
lu

es
 (i

nc
lu

di
ng

 a
dj

us
tm

en
ts

 n
ot

ed
). 

Li
ne

 (9
) i

s t
he

 B
en

ch
m

ar
k 

R
B

C
 le

ve
l f

or
 se

tti
ng

 R
B

C
 S

ho
rtf

al
l. 

 It
 is

 se
t e

qu
al

 to
 3

00
%

 o
f A

ut
ho

riz
ed

 C
on

tro
l L

ev
el

 fo
r e

ac
h 

C
ap

tiv
e.

 
Li

ne
 (1

0)
 is

 th
e 

R
B

C
 S

ho
rtf

al
l o

f t
he

 C
ap

tiv
e.

  I
t i

s t
he

 d
iff

er
en

ce
 b

et
w

ee
n 

th
e 

To
ta

l A
dj

us
te

d 
C

ap
ita

l a
nd

 th
e 

B
en

ch
m

ar
k 

R
B

C
 le

ve
l. 

 It
 is

 L
in

e 
(9

) m
in

us
 L

in
e 

(7
), 

flo
or

ed
 a

t z
er

o,
 fo

r 
ea

ch
 C

ap
tiv

e.
 

Li
ne

 (1
1)

 is
 th

e 
Fi

na
l T

ot
al

 A
dj

us
te

d 
C

ap
ita

l o
f t

he
 C

ed
in

g 
C

om
pa

ny
.  

It 
is

 n
ot

 a
pp

lic
ab

le
 to

 th
e 

C
ap

tiv
e.

 
 Fi

ll 
a 

se
pa

ra
te

 c
ol

um
n 

fo
r e

ac
h 

C
ap

tiv
e.

  I
n 

th
e 

ev
en

t t
ha

t t
he

 C
ap

tiv
e 

as
su

m
es

 b
us

in
es

s 
fr

om
 m

or
e 

th
an

 o
ne

 c
ed

in
g 

co
m

pa
ny

, o
r i

n 
th

e 
ev

en
t t

ha
t o

nl
y 

a 
po

rti
on

 o
f t

he
 b

us
in

es
s 

at
 th

e 
C

ap
tiv

e 
is

 s
ub

je
ct

 to
 th

e 
sc

op
e 

of
 A

G
 4

8,
 u

se
 a

 p
ro

 ra
ta

 p
or

tio
n 

of
 th

e 
to

ta
l C

-0
, C

-1
, C

-2
, C

-3
a,

 C
-3

b,
 C

-3
c,

 C
-4

a,
 a

nd
 C

-4
b 

ris
ks

, a
s w

el
l a

s T
ot

al
 A

dj
us

te
d 

C
ap

ita
l f

or
 L

in
es

 (1
), 

(2
), 

(4
), 

(5
.1

), 
(5

.2
), 

(5
.3

), 
(6

.1
) 

an
d 

(6
.2

), 
an

d 
(7

). 
 R

e-
ca

lc
ul

at
e 

th
e 

A
ut

ho
riz

ed
 C

on
tro

l L
ev

el
 (

Li
ne

 8
) 

fo
r 

th
e 

pr
o 

ra
ta

 p
or

tio
n.

  
U

se
 r

es
er

ve
s 

ce
de

d 
by

 th
e 

ce
di

ng
 c

om
pa

ny
 a

nd
 to

ta
l 

re
se

rv
es

 o
f t

he
 C

ap
tiv

e 
to

 d
et

er
m

in
e 

pr
o 

ra
ta

 a
m

ou
nt

s. 
  

 C
ol

um
n 

(1
0)

:  
C

on
so

lid
at

ed
 a

m
ou

nt
s 

 Li
ne

 (1
0)

 c
ol

um
n 

(1
0)

 is
 th

e 
su

m
 o

f c
ol

um
ns

 (2
) t

hr
ou

gh
 (9

). 
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SE
N

SI
T

IV
IT

Y
 T

E
ST

S 
FR

03
8,

 F
R

03
9 

an
d 

FR
04

0 
 Th

e 
se

ns
iti

vi
ty

 te
st

s p
ro

vi
de

 a
 “

w
ha

t i
f”

 sc
en

ar
io

 re
ca

lc
ul

at
in

g 
50

%
 o

f t
he

 C
al

cu
la

te
d 

R
B

C
 A

m
ou

nt
 o

r T
ot

al
 A

dj
us

te
d 

C
ap

ita
l u

si
ng

 a
 sp

ec
ifi

ed
 a

lte
rn

at
iv

e 
fo

r a
 p

ar
tic

ul
ar

 fa
ct

or
 in

 th
e 

fo
rm

ul
a.

 
 Th

e 
am

ou
nt

s r
ep

or
te

d 
in

 th
e 

se
ns

iti
vi

ty
 te

st
s w

ill
 b

e 
an

 a
ct

ua
l r

ec
al

cu
la

tio
n 

of
 th

e 
50

%
 o

f t
he

 C
al

cu
la

te
d 

R
B

C
 A

m
ou

nt
 a

nd
 T

ot
al

 A
dj

us
te

d 
Su

rp
lu

s. 
If

 a
 c

om
pa

ny
 d

oe
s n

ot
 h

av
e 

an
y 

of
 

th
es

e 
sp

ec
ifi

ed
 it

em
s, 

th
e 

am
ou

nt
s r

ep
or

te
d 

w
ill

 b
e 

th
e 

sa
m

e 
as

 th
e 

50
%

 o
f t

he
 C

al
cu

la
te

d 
R

B
C

 A
m

ou
nt

 a
nd

 T
ot

al
 A

dj
us

te
d 

Su
rp

lu
s a

s o
rig

in
al

ly
 c

al
cu

la
te

d.
 

 O
th

er
 a

ff
ili

at
es

, n
on

co
nt

ro
lle

d 
as

se
ts

, g
ua

ra
nt

ee
s f

or
 a

ff
ili

at
es

, c
on

tin
ge

nt
 li

ab
ili

tie
s, 

lo
ng

-te
rm

 le
as

es
 a

nd
 in

te
re

st
 sw

ap
s r

ep
or

te
d 

el
se

w
he

re
 w

ill
 a

ut
om

at
ic

al
ly

 tr
ig

ge
r r

ec
al

cu
la

tio
ns

 o
f 

th
e 

R
B

C
. S

oc
ie

tie
s w

ho
 o

w
n 

lo
w

er
-ti

er
 su

bs
id

ia
rie

s s
ho

ul
d 

en
te

r t
he

 re
fe

re
nc

ed
 a

m
ou

nt
s f

ro
m

 th
e 

su
bs

id
ia

rie
s’

 R
B

C
 re

po
rt 

or
 a

nn
ua

l s
ta

te
m

en
t t

im
es

 th
e 

pe
rc

en
t o

f o
w

ne
rs

hi
p.

 
 A

ff
ili

at
ed

 in
ve

st
m

en
ts

 o
w

ne
d 

by
 th

e 
co

m
pa

ny
, o

th
er

 th
an

 p
re

fe
rr

ed
 a

nd
 c

om
m

on
 s

to
ck

, s
ho

ul
d 

be
 re

po
rte

d 
on

 L
in

e 
(7

.1
). 

C
om

pa
ni

es
 o

w
ni

ng
 lo

w
er

-ti
er

 s
ub

si
di

ar
ie

s 
sh

ou
ld

 re
po

rt 
th

e 
re

fe
re

nc
ed

 a
m

ou
nt

s f
ro

m
 th

e 
su

bs
id

ia
rie

s’
 a

nn
ua

l s
ta

te
m

en
t m

ul
tip

lie
d 

by
 th

e 
pe

rc
en

t o
f o

w
ne

rs
hi

p 
on

 L
in

e 
(7

.2
). 

 Su
rp

lu
s 

no
te

s 
re

po
rte

d 
on

 P
ag

e 
3 

sh
ou

ld
 b

e 
re

po
rte

d 
w

he
re

 in
di

ca
te

d.
 S

oc
ie

tie
s 

w
ho

 o
w

n 
lo

w
er

-ti
er

 s
ub

si
di

ar
ie

s 
sh

ou
ld

 re
po

rt 
th

e 
re

fe
re

nc
ed

 a
m

ou
nt

s 
fr

om
 th

e 
su

bs
id

ia
rie

s’
 a

nn
ua

l 
st

at
em

en
t t

im
es

 p
er

ce
nt

 o
f o

w
ne

rs
hi

p 
(a

s d
ef

in
ed

 in
 th

e 
af

fil
ia

te
d 

st
oc

k 
se

ct
io

n)
. 

 Th
e 

am
ou

nt
s 

re
po

rte
d 

on
 t

hi
s 

pa
ge

 f
or

 s
ub

si
di

ar
ie

s 
sh

ou
ld

 i
nc

lu
de

 o
nl

y 
th

os
e 

su
bs

id
ia

rie
s 

th
at

 a
re

 s
ub

je
ct

 t
o 

a 
“l

oo
k 

th
ro

ug
h”

 r
is

k-
ba

se
d 

ca
pi

ta
l 

ca
lc

ul
at

io
n 

(i.
e.

, i
ns

ur
an

ce
 a

nd
 

in
ve

st
m

en
t s

ub
si

di
ar

ie
s)

. O
th

er
 su

bs
id

ia
rie

s h
av

e 
a 

fix
ed

 R
B

C
 fa

ct
or

 a
nd

 th
er

ef
or

e,
 h

av
e 

no
 im

pa
ct

 o
n 

th
e 

se
ns

iti
vi

ty
 te

st
s. 

 
FE

D
E

R
A

L
 A

C
A

 R
IS

K
 A

D
JU

ST
M

E
N

T
 A

N
D

 R
IS

K
 C

O
R

R
ID

O
R

 S
E

N
SI

T
IV

IT
Y

 T
E

ST
 

FR
04

1 

Th
e 

fe
de

ra
l A

C
A

 R
is

k 
A

dj
us

tm
en

t a
nd

 R
is

k 
C

or
rid

or
 S

en
si

tiv
ity

 T
es

t i
s 

us
ed

 to
 a

dj
us

t T
A

C
 fo

r t
he

 ri
sk

 a
dj

us
tm

en
t r

ec
ei

va
bl

e 
or

 p
ay

ab
le

 a
nd

 th
e 

ris
k 

co
rr

id
or

 re
tro

sp
ec

tiv
e 

pr
em

iu
m

 
an

d 
re

se
rv

e 
fo

r r
at

e 
cr

ed
it 

or
 p

ol
ic

y 
ex

pe
rie

nc
e 

ra
tin

g 
re

fu
nd

s. 
Th

e 
se

ns
iti

vi
ty

 te
st

 id
en

tif
ie

s 
th

e 
po

te
nt

ia
l i

m
pa

ct
 to

 a
n 

in
su

re
r’

s 
R

B
C

 ra
tio

 d
ue

 to
 th

e 
ris

k 
of

 m
is

es
tim

at
in

g 
th

e 
A

C
A

 
ris

k 
ad

ju
st

m
en

t a
nd

 r
is

k 
co

rr
id

or
 b

y 
th

e 
in

su
re

r. 
Th

e 
se

ns
iti

vi
ty

 te
st

 lo
ok

s 
at

 b
ot

h 
th

e 
ris

k 
of

 o
ve

re
st

im
at

io
n 

an
d 

un
de

re
st

im
at

io
n 

by
 th

e 
in

su
re

r 
fo

r 
bo

th
 re

ce
iv

ab
le

s 
an

d 
pa

ya
bl

es
). 

Li
ne

s 
(1

) 
th

ro
ug

h 
(1

1)
 lo

ok
 a

t t
he

 r
is

k 
of

 o
ve

re
st

im
at

io
n 

w
hi

le
 L

in
es

 (1
2)

 th
ro

ug
h 

(2
2)

 lo
ok

 a
t t

he
 ri

sk
 o

f u
nd

er
es

tim
at

io
n 

by
 d

ec
re

as
in

g 
an

d 
in

cr
ea

si
ng

 th
e 

am
ou

nt
 re

po
rte

d 
in

 th
e 

N
ot

es
 to

 F
in

an
ci

al
 S

ta
te

m
en

t b
y 

25
 p

er
ce

nt
. T

he
 se

ns
iti

vi
ty

 te
st

 p
ro

vi
de

s a
 “

w
ha

t i
f”

 sc
en

ar
io

 th
at

 h
as

 n
o 

ef
fe

ct
 o

n 
th

e 
ris

k-
ba

se
d 

ca
pi

ta
l a

m
ou

nt
s r

ep
or

te
d 

in
 th

e 
an

nu
al

 st
at

em
en

t. 
Th

e 
H

ea
lth

 R
is

k-
B

as
ed

 C
ap

ita
l (

E)
 W

or
ki

ng
 G

ro
up

 d
et

er
m

in
ed

 th
at

 a
 2

5 
pe

rc
en

t c
ha

ng
e 

in
 th

e 
an

nu
al

 s
ta

te
m

en
t a

m
ou

nt
 a

nd
 a

 5
0 

pe
rc

en
t f

ac
to

r s
ho

ul
d 

be
 u

se
d 

to
 c

al
cu

la
te

 th
e 

ef
fe

ct
 o

f 
th

e 
m

is
es

tim
at

io
n 

of
 th

e 
ris

k 
ad

ju
st

m
en

t o
r r

is
k 

co
rr

id
or

 re
ce

iv
ab

le
 a

nd
 p

ay
ab

le
 o

n 
th

e 
R

B
C

 ra
tio

. T
he

 c
om

pa
ny

 c
an

 p
ro

vi
de

 a
n 

ex
pl

an
at

io
n 

in
 th

e 
Fo

ot
no

te
 if

 th
e 

co
m

pa
ny

 b
el

ie
ve

s 
th

e 
fa

ct
or

s a
re

 n
ot

 a
pp

ro
pr

ia
te

, w
ith

 a
n 

ex
pl

an
at

io
n 

as
 to

 w
hy

 th
e 

fa
ct

or
s a

re
 in

ap
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om
 L

in
e 

(1
6)

 a
bo

ve
. L

in
e 

(1
8)

 is
 c

al
cu

la
te

d 
as

 F
R

02
7 

In
te

re
st

 
R

at
e 

R
is

k 
an

d 
M

ar
ke

t R
is

k 
C

ol
um

n 
(3

) (
Li

ne
 (2

2)
 +

 (2
7)

 +
 (2

9)
 +

 (3
0)

 +
 (3

1)
 +

 (3
5)

 ) 
x 

0.
65

 p
lu

s a
ny

 e
qu

ity
-in

de
xe

d 
am

ou
nt

s s
ub

tra
ct

ed
 in

 th
e 

Li
ne

 (5
) c

al
cu

la
tio

n.
 

 



©
 1

99
8-

20
17

 N
at

io
na

l A
ss

oc
ia

tio
n 

of
 In

su
ra

nc
e 

C
om

m
is

si
on

er
s 

11
4 

10
/2

0/
20

17
 

A
pp

en
di

x 
1 

– 
C

as
h 

Fl
ow

 T
es

tin
g 

fo
r 

C
-3

 R
B

C
 

 
Th

is
 a

pp
en

di
x 

is
 a

pp
lic

ab
le

 fo
r a

ll 
co

m
pa

ni
es

 n
ot

 e
xe

m
pt

 fr
om

 C
as

h 
Fl

ow
 T

es
tin

g 
fo

r C
-3

 R
B

C
. 

 Th
e 

m
et

ho
d 

of
 d

ev
el

op
in

g 
th

e 
C

-3
 c

om
po

ne
nt

 is
 b

ui
ld

in
g 

on
 th

e 
w

or
k 

of
 th

e 
as

se
t a

de
qu

ac
y 

m
od

el
in

g,
 b

ut
 u

si
ng

 in
te

re
st

 sc
en

ar
io

s d
es

ig
ne

d 
to

 h
el

p 
ap

pr
ox

im
at

e 
th

e 
95

th
 p

er
ce

nt
ile

 C
-

3 
ris

k.
 

 Th
e 

C
-3

 c
om

po
ne

nt
 is

 to
 b

e 
ca

lc
ul

at
ed

 a
s t

he
 su

m
 o

f f
ou

r a
m

ou
nt

s, 
bu

t s
ub

je
ct

 to
 a

 m
in

im
um

. T
he

 c
al

cu
la

tio
n 

is
: 

 (a
)

Fo
r C

er
ta

in
 A

nn
ui

tie
s 

or
 S

in
gl

e 
Pr

em
iu

m
 L

ife
 In

su
ra

nc
e 

pr
od

uc
ts

 o
th

er
 th

an
 e

qu
ity

-in
de

xe
d 

pr
od

uc
ts

, w
he

th
er

 w
rit

te
n 

di
re

ct
ly

 o
r a

ss
um

ed
 th

ro
ug

h 
re

in
su

ra
nc

e,
 th

at
 th

e 
co

m
pa

ny
 

te
st

s 
fo

r a
ss

et
 a

de
qu

ac
y 

an
al

ys
is

 u
si

ng
 c

as
h 

flo
w

 te
st

in
g,

 a
n 

ac
tu

ar
y 

sh
ou

ld
 c

al
cu

la
te

 th
e 

C
-3

 re
qu

ire
m

en
t b

as
ed

 o
n 

th
e 

sa
m

e 
ca

sh
 fl

ow
 m

od
el

s 
an

d 
as

su
m

pt
io

ns
 u

se
d 

an
d 

sa
m

e 
“a

s-
of

” 
da

te
 a

s 
fo

r a
ss

et
 a

de
qu

ac
y,

 b
ut

 w
ith

 a
 d

iff
er

en
t s

et
 o

f i
nt

er
es

t s
ce

na
rio

s 
an

d 
a 

di
ff

er
en

t m
ea

su
re

m
en

t o
f r

es
ul

ts
. A

 w
ei

gh
te

d 
av

er
ag

e 
of

 a
 s

ub
se

t o
f t

he
 s

ce
na

rio
-s

pe
ci

fic
 

re
su

lts
 is

 u
se

d 
to

 d
et

er
m

in
e 

th
e 

C
-3

 re
qu

ire
m

en
t. 

Th
e 

re
su

lt 
is

 to
 b

e 
di

vi
de

d 
by

 0
.6

5 
to

 p
ut

 it
 o

n 
a 

pr
e-

ta
x 

ba
si

s 
fo

r F
R

02
7 

In
te

re
st

 R
at

e 
R

is
k 

an
d 

M
ar

ke
t R

is
k 

C
ol

um
n 

(2
) L

in
e 

(3
3)

. 
 

If
 th

e 
“a

s-
of

” 
da

te
 o

f t
hi

s t
es

tin
g 

is
 n

ot
 D

ec
. 3

1,
 th

e 
ra

tio
 o

f t
he

 C
-3

 re
qu

ire
m

en
t t

o 
re

se
rv

es
 o

n 
th

e 
“a

s-
of

” 
da

te
 is

 a
pp

lie
d 

to
 th

e 
ye

ar
-e

nd
 re

se
rv

es
, s

im
ila

rly
 g

ro
up

ed
, t

o 
de

te
rm

in
e 

th
e 

ye
ar

-e
nd

 C
-3

 re
qu

ire
m

en
t f

or
 th

is
 c

at
eg

or
y.

 
 (b

)
Eq

ui
ty

-in
de

xe
d 

pr
od

uc
ts

 a
re

 to
 u

se
 th

e 
ex

is
tin

g 
C

-3
 R

B
C

 fa
ct

or
s, 

no
t t

he
 re

su
lts

 o
f c

as
h 

flo
w

 te
st

in
g.

  
 (c

)
Fo

r a
ll 

ot
he

r p
ro

du
ct

s 
(e

ith
er

 n
on

-c
as

h-
flo

w
-te

st
ed

 o
r t

ho
se

 o
ut

si
de

 th
e 

pr
od

uc
t s

co
pe

 d
ef

in
ed

 a
bo

ve
) t

he
 C

-3
 re

qu
ire

m
en

ts
 a

re
 c

al
cu

la
te

d 
us

in
g 

cu
rr

en
t e

xi
st

in
g 

C
-3

 R
B

C
 fa

ct
or

s 
an

d 
in

st
ru

ct
io

ns
. 

 (d
)

Fo
r c

al
la

bl
e/

pr
e-

pa
ya

bl
e 

as
se

ts
 (i

nc
lu

di
ng

 IO
s 

an
d 

si
m

ila
r i

nv
es

tm
en

ts
ot

he
r t

ha
n 

th
os

e 
us

ed
 fo

r t
es

tin
g 

in
 c

om
po

ne
nt

 a
) a

bo
ve

, t
he

 C
-3

 re
qu

ire
m

en
t i

s 
76

.9
 p

er
ce

nt
 o

f t
he

 e
xc

es
s, 

if 
an

y,
 o

f 
bo

ok
/a

dj
us

te
d 

ca
rr

yi
ng

 v
al

ue
 a

bo
ve

 c
ur

re
nt

 c
al

l p
ric

e.
 T

he
 c

al
cu

la
tio

n 
is

 to
 b

e 
do

ne
 o

n 
an

 a
ss

et
-b

y-
as

se
t b

as
is

.  
Fo

r 
ca

lla
bl

e/
pr

e-
pa

ya
bl

e 
as

se
ts

 u
se

d 
fo

r 
te

st
in

g 
in

 
co

m
po

ne
nt

 a
) a

bo
ve

 a
s w

el
l a

s t
ho

se
 u

se
d 

in
 C

3P
2 

te
st

in
g,

 th
e 

C
-3

 fa
ct

or
 re

qu
ire

m
en

t i
s z

er
o.

 
 Th

e 
to

ta
l C

-3
 c

om
po

ne
nt

 is
 th

e 
su

m
 o

f a
, b

, c
 a

nd
 d

, b
ut

 n
ot

 le
ss

 th
an

 h
al

f t
he

 C
-3

 c
om

po
ne

nt
 b

as
ed

 o
n 

cu
rr

en
t f

ac
to

rs
 a

nd
 in

str
uc

tio
ns

.  
 

Fo
r 

th
is

 C
-3

 c
al

cu
la

tio
n,

 “
C

er
ta

in
 A

nn
ui

tie
s”

m
ea

ns
 p

ro
du

ct
s 

w
ith

 th
e 

ch
ar

ac
te

ris
tic

s 
of

 d
ef

er
re

d 
an

d 
im

m
ed

ia
te

 a
nn

ui
tie

s, 
st

ru
ct

ur
ed

 s
et

tle
m

en
ts

, g
ua

ra
nt

ee
d 

se
pa

ra
te

 a
cc

ou
nt

s 
(e

xc
lu

di
ng

 g
ua

ra
nt

ee
d 

in
de

xe
d 

se
pa

ra
te

 a
cc

ou
nt

s 
fo

llo
w

in
g 

a 
C

la
ss

 I
I 

in
ve

st
m

en
t 

st
ra

te
gy

) 
an

d 
G

IC
s 

(in
cl

ud
in

g 
sy

nt
he

tic
 G

IC
s 

an
d 

fu
nd

in
g 

ag
re

em
en

ts
). 

D
eb

t 
in

cu
rr

ed
 f

or
 

fu
nd

in
g 

an
 in

ve
st

m
en

t a
cc

ou
nt

 is
 in

cl
ud

ed
 if

 c
as

h 
flo

w
 te

st
in

g 
of

 th
e 

ar
ra

ng
em

en
t i

s 
re

qu
ire

d 
by

 th
e 

in
su

re
r’

s 
st

at
e 

of
 d

om
ic

ile
 f

or
 a

ss
et

 a
de

qu
ac

y 
an

al
ys

is
. T

he
 e

qu
ity

-b
as

ed
 

po
rti

on
s o

f v
ar

ia
bl

e 
pr

od
uc

ts
 a

re
 n

ot
 to

 b
e 

in
cl

ud
ed

, b
ut

 g
ua

ra
nt

ee
d 

fix
ed

 o
pt

io
ns

 w
ith

in
 su

ch
 p

ro
du

ct
s a

re
. S

ee
 A

pp
en

di
x 

1b
 fo

r f
ur

th
er

 d
is

cu
ss

io
n.

 
 

Th
e 

co
m

pa
ny

 m
ay

 u
se

 e
ith

er
 a

 s
ta

nd
ar

d 
50

 s
ce

na
rio

 s
et

 o
f i

nt
er

es
t r

at
es

 o
r a

n 
al

te
rn

at
iv

e,
 b

ut
 m

or
e 

co
ns

er
va

tiv
e,

 1
2 

sc
en

ar
io

 s
et

 (f
or

 p
ar

t a
, a

bo
ve

). 
It 

m
ay

 u
se

 th
e 

sm
al

le
r s

et
 fo

r 
so

m
e 

pr
od

uc
ts

 a
nd

 th
e 

la
rg

er
 o

ne
 fo

r o
th

er
s. 

D
et

ai
ls

 o
f t

he
 c

as
h 

flo
w

 sc
en

ar
io

 te
st

in
g 

m
et

ho
do

lo
gy

 a
re

 c
on

ta
in

ed
 in

 A
pp

en
di

x 
1a

. 
 

In
 o

rd
er

 to
 a

llo
w

 ti
m

e 
fo

r t
he

 a
dd

iti
on

al
 w

or
k 

ef
fo

rt,
 a

n 
es

tim
at

ed
 v

al
ue

 is
 p

er
m

itt
ed

 fo
r t

he
 y

ea
r-

en
d 

an
nu

al
 st

at
em

en
t. 

Fo
r t

he
 R

B
C

 e
le

ct
ro

ni
c 

fil
in

g,
 th

e 
ac

tu
al

 re
su

lts
 o

f t
he

 c
as

h 
flo

w
 te

st
in

g 
fo

r 
C

-3
 R

B
C

 w
ill

 b
e 

re
qu

ire
d.

 I
f 

th
e 

ac
tu

al
 R

B
C

 v
al

ue
 e

xc
ee

ds
 th

at
 e

st
im

at
ed

 e
ar

lie
r 

in
 th

e 
bl

an
ks

 f
ili

ng
 b

y 
m

or
e 

th
an

 5
 p

er
ce

nt
, o

r 
if 

th
e 

ac
tu

al
 v

al
ue

 tr
ig

ge
rs

 
re

gu
la

to
ry

 a
ct

io
n,

 a
 re

vi
se

d 
fil

in
g 

w
ith

 th
e 

N
A

IC
 a

nd
 th

e 
st

at
e 

of
 d

om
ic

ile
 is

 re
qu

ire
d 

by
 Ju

ne
 1

5;
 o

th
er

w
is

e,
 re

-f
ili

ng
 is

 p
er

m
itt

ed
 b

ut
 n

ot
 re

qu
ire

d.
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Th
e 

ris
k-

ba
se

d 
ca

pi
ta

l s
ub

m
is

si
on

 is
 to

 b
e 

ac
co

m
pa

ni
ed

 b
y 

a 
st

at
em

en
t f

ro
m

 th
e 

ap
po

in
te

d 
ac

tu
ar

y 
ce

rti
fy

in
g 

th
at

 in
 h

is
 o

r h
er

 o
pi

ni
on

 th
e 

as
su

m
pt

io
ns

 u
se

d 
fo

r t
he

se
 c

al
cu

la
tio

ns
 

ar
e 

no
t u

nr
ea

so
na

bl
e 

fo
r t

he
 p

ro
du

ct
s, 

sc
en

ar
io

s a
nd

 p
ur

po
se

 b
ei

ng
 te

st
ed

. T
hi

s C
-3

 A
ss

um
pt

io
n 

St
at

em
en

t i
s r

eq
ui

re
d 

fr
om

 th
e 

ap
po

in
te

d 
ac

tu
ar

y 
ev

en
 if

 th
e 

ca
sh

 fl
ow

 te
st

in
g 

fo
r 

C
-3

 R
B

C
 is

 d
on

e 
by

 a
 d

iff
er

en
t a

ct
ua

ry
.  

 Th
e 

ca
sh

 fl
ow

 te
st

in
g 

us
ed

 fo
r t

hi
s 

pu
rp

os
e 

w
ill

 u
se

 th
e 

sa
m

e 
as

su
m

pt
io

ns
 a

s 
to

 c
as

h 
flo

w
s, 

as
se

ts
 a

ss
oc

ia
te

d 
w

ith
 te

st
ed

 li
ab

ili
tie

s, 
fu

tu
re

 in
ve

st
m

en
t s

tra
te

gy
, r

at
e 

sp
re

ad
s, 

“a
s-

of
” 

da
te

 a
nd

 h
ow

 n
eg

at
iv

e 
ca

sh
 f

lo
w

 is
 r

ef
le

ct
ed

 c
on

si
st

en
t w

ith
 th

os
e 

us
ed

 f
or

 c
as

h 
flo

w
 te

st
in

g 
fo

r 
as

se
t a

de
qu

ac
y 

pu
rp

os
es

 (e
xc

ep
t t

ha
t i

f 
ne

ga
tiv

e 
ca

sh
 f

lo
w

 is
 m

od
el

ed
 b

y 
bo

rr
ow

in
g,

 th
e 

ac
tu

ar
y 

ne
ed

s 
to

 m
ak

e 
su

re
 th

at
 th

e 
am

ou
nt

 a
nd

 c
os

t o
f 

bo
rr

ow
in

g 
ar

e 
re

as
on

ab
le

 f
or

 th
at

 p
ar

tic
ul

ar
 s

ce
na

rio
 o

f 
th

e 
C

-3
 te

st
in

g)
. T

he
 o

th
er

 d
iff

er
en

ce
s 

ar
e 

th
e 

in
te

re
st

 sc
en

ar
io

s a
ss

um
pt

io
ns

 a
nd

 h
ow

 th
e 

re
su

lts
 a

re
 u

se
d.

  
 

It 
is

 im
po

rta
nt

 th
at

 a
ss

um
pt

io
ns

 b
e 

re
vi

ew
ed

 fo
r r

ea
so

na
bl

en
es

s 
un

de
r t

he
 s

ev
er

e 
sc

en
ar

io
s 

us
ed

 fo
r C

-3
 R

B
C

 c
as

h 
flo

w
 te

st
in

g.
 T

he
 a

ss
um

pt
io

ns
 u

se
d 

fo
r c

as
h 

flo
w

 te
st

in
g 

m
ay

 
ne

ed
 to

 b
e 

m
od

ifi
ed

 so
 a

s t
o 

pr
od

uc
e 

re
as

on
ab

le
 re

su
lts

 in
 se

ve
re

 sc
en

ar
io

s. 
 

Th
e 

ac
tu

ar
y 

m
us

t 
al

so
 e

ns
ur

e 
th

at
 t

he
 c

as
h 

flo
w

 t
es

tin
g 

us
ed

 f
or

 t
he

 5
0 

or
 1

2 
sc

en
ar

io
s 

do
es

 n
ot

 d
ou

bl
e-

co
un

t 
ca

sh
 f

lo
w

 o
ff

se
ts

 t
o 

th
e 

in
te

re
st

 r
at

e 
ris

ks
. T

ha
t 

is
, t

ha
t 

th
e 

ca
lc

ul
at

io
ns

 d
o 

no
t r

ed
uc

e 
C

-3
 a

nd
 a

no
th

er
 R

B
C

 c
om

po
ne

nt
 fo

r t
he

 s
am

e 
m

ar
gi

ns
. F

or
 e

xa
m

pl
e,

 c
er

ta
in

 re
se

rv
e 

m
ar

gi
ns

 o
n 

so
m

e 
gu

ar
an

te
ed

 s
ep

ar
at

e 
ac

co
un

t p
ro

du
ct

s 
se

rv
e 

an
 

A
V

R
 ro

le
 a

nd
 a

re
 c

re
di

te
d 

ag
ai

ns
t t

he
 C

-1
o 

re
qu

ire
m

en
t. 

To
 th

at
 d

eg
re

e,
 th

es
e 

m
ar

gi
ns

 sh
ou

ld
 b

e 
re

m
ov

ed
 fr

om
 th

e 
re

se
rv

e 
us

ed
 fo

r C
-3

 R
B

C
 c

as
h 

flo
w

 te
st

in
g.
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A
pp

en
di

x 
1a

 –
 C

as
h 

Fl
ow

 T
es

tin
g 

fo
r 

C
-3

 R
B

C
 M

et
ho

do
lo

gy
 

 G
en

er
al

 A
pp

ro
ac

h
 1.

Th
e 

un
de

rly
in

g 
as

se
t a

nd
 li

ab
ili

ty
 m

od
el

(s
) a

re
 th

os
e 

us
ed

 fo
r y

ea
r-

en
d 

A
ss

et
 A

de
qu

ac
y 

A
na

ly
si

s c
as

h 
flo

w
 te

st
in

g,
 o

r a
 c

on
si

st
en

t m
od

el
. 

 2.
R

un
 th

e 
sc

en
ar

io
s (

12
 o

r 5
0)

 p
ro

du
ce

d 
fr

om
 th

e 
in

te
re

st
-r

at
e 

sc
en

ar
io

 g
en

er
at

or
.  

 3.
Th

e 
st

at
ut

or
y 

ca
pi

ta
l a

nd
 su

rp
lu

s p
os

iti
on

, S
(t)

, s
ho

ul
d 

be
 c

ap
tu

re
d 

fo
r e

ve
ry

 sc
en

ar
io

 fo
r e

ac
h 

ca
le

nd
ar

 y
ea

r-
en

d 
of

 th
e 

te
sti

ng
 h

or
iz

on
. T

he
 c

ap
ita

l a
nd

 su
rp

lu
s p

os
iti

on
 is

 e
qu

al
 to

 
st

at
ut

or
y 

as
se

ts
 le

ss
 st

at
ut

or
y 

lia
bi

lit
ie

s f
or

 th
e 

po
rtf

ol
io

. 
 4.

Fo
r e

ac
h 

sc
en

ar
io

, t
he

 C
-3

 m
ea

su
re

 is
 th

e 
m

os
t n

eg
at

iv
e 

of
 th

e 
se

rie
s 

of
 p

re
se

nt
 v

al
ue

s 
S(

t)*
pv

(t)
, w

he
re

 p
v(

t) 
is

 th
e 

ac
cu

m
ul

at
ed

 d
is

co
un

t f
ac

to
r f

or
 t 

ye
ar

s 
us

in
g 

10
5 

pe
rc

en
t o

f 
th

e 
af

te
r-

ta
x 

on
e-

ye
ar

 T
re

as
ur

y 
ra

te
s f

or
 th

at
 sc

en
ar

io
. I

n 
ot

he
r w

or
ds

:  
  

 
 

 
 

t

ti
t

pv
1

1/(1
)(

)  

 5.
R

an
k 

th
e 

sc
en

ar
io

-s
pe

ci
fic

 C
-3

 m
ea

su
re

s 
in

 d
es

ce
nd

in
g 

or
de

r, 
w

ith
 s

ce
na

rio
 n

um
be

r 1
’s

 m
ea

su
re

 b
ei

ng
 th

e 
po

si
tiv

e 
ca

pi
ta

l a
m

ou
nt

 n
ee

de
d 

to
 e

qu
al

 th
e 

ve
ry

 w
or

st
 p

re
se

nt
 v

al
ue

 
m

ea
su

re
.  

 6.
Ta

ki
ng

 th
e 

w
ei

gh
te

d 
av

er
ag

e 
of

 a
 su

bs
et

 o
f t

he
 sc

en
ar

io
 sp

ec
ifi

c 
C

-3
 sc

or
es

 d
er

iv
es

 th
e 

fin
al

 C
-3

 a
fte

r-
ta

x 
fa

ct
or

.  
 

(a
)F

or
 th

e 
50

 sc
en

ar
io

 se
t, 

th
e 

C
-3

 sc
or

es
 a

re
 m

ul
tip

lie
d 

by
 th

e 
fo

llo
w

in
g 

se
rie

s o
f w

ei
gh

ts
: 

 
--

--
--

--
--

--
--

--
--

--
--

--
--

--
--

--
--

--
-  

W
ei

gh
tin

g 
Ta

bl
e 

 --
--

--
--

--
--

--
--

--
--

--
--

--
--

--
--

--
--

--
--

- 
 

Sc
en

ar
io

 R
an

k:
  

17
 

16
 

15
 

14
 

13
 

12
 

11
 

10
 

9 
8 

7 
6 

5 
W

ei
gh

t: 
0.

02
 

0.
04

 
0.

06
 

0.
08

 
0.

10
 

0.
12

 
0.

16
 

0.
12

 
0.

10
 

0.
08

 
0.

06
 

0.
04

 
0.

02
 

 
Th

e 
su

m
 o

f t
he

se
 p

ro
du

ct
s i

s t
he

 C
-3

 c
ha

rg
e 

fo
r t

he
 p

ro
du

ct
. 

 
(b

)F
or

 th
e 

12
 sc

en
ar

io
 se

t, 
th

e 
ch

ar
ge

 is
 c

al
cu

la
te

d 
as

 th
e 

av
er

ag
e 

of
 th

e 
C

-3
 sc

or
es

 ra
nk

ed
 2

 a
nd

 3
, b

ut
 c

an
no

t b
e 

le
ss

 th
an

 h
al

f t
he

 w
or

st
 sc

en
ar

io
 sc

or
e.

 
  7.

If
 m

ul
tip

le
 a

ss
et

/li
ab

ili
ty

 p
or

tfo
lio

s 
ar

e 
te

st
ed

 a
nd

 a
gg

re
ga

te
d,

 a
n 

ag
gr

eg
at

e 
C

-3
 c

ha
rg

e 
ca

n 
be

 d
er

iv
ed

 b
y 

fir
st

 s
um

m
in

g 
th

e 
S(

t)'
s 

fr
om

 a
ll 

th
e 

po
rtf

ol
io

s 
(b

y 
sc

en
ar

io
) a

nd
 th

en
 

fo
llo

w
in

g 
St

ep
s 2

 th
ro

ug
h 

6 
ab

ov
e.

 A
n 

al
te

rn
at

iv
e 

m
et

ho
d 

is
 to

 c
al

cu
la

te
 th

e 
C

-3
 sc

or
e 

by
 sc

en
ar

io
 fo

r e
ac

h 
pr

od
uc

t, 
su

m
 th

em
 b

y 
sc

en
ar

io
, t

he
n 

or
de

r t
he

m
 b

y 
ra

nk
 a

nd
 a

pp
ly

 th
e 

ab
ov

e 
w

ei
gh

ts
. 

 Si
ng

le
 S

ce
na

rio
 C

-3
 M

ea
su

re
m

en
t C

on
si

de
ra

tio
ns

 
 1.

G
EN

ER
A

L 
M

ET
H

O
D

 -
 T

hi
s 

ap
pr

oa
ch

 in
co

rp
or

at
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r f
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 t
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The Fraternal RBC Forecasting CD-ROM contains a spreadsheet that calculates RBC using the same 
formula presented in the 2017 NAIC Fraternal Risk-Based Capital Report Including Overview & 
Instructions for Companies. A hard copy of this booklet is mailed with the forecasting CD-ROM or is 
available for download from the NAIC Publications Department. 

The forecasting spreadsheets can be used to check RBC results throughout the year to get an early look at 
RBC results before the RBC vendor filing software may be available, or to evaluate “what-if” scenarios.  

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

User Requirements 

• A Microsoft Windows® version of Microsoft 
Excel 2010 (or compatible versions). 

• Five megabytes of hard disk space.  
• A good understanding of spreadsheet 

software. 

Installation from the CD-ROM 

To install the spreadsheet files, start Windows 
Explorer and go to the CD-ROM drive where 
the forecasting spreadsheet is located.  

Copy and Paste the Forecast_Frat_2017_ 
08_18.xlsm file in the directory where you 
would like the file to be saved. 

 About the File 

The spreadsheet Forecast_Frat_2017_08_ 
18.xlsm was created in Microsoft Excel. The 
spreadsheet can be used with Microsoft Excel 
version 14.0 or higher. The spreadsheet 
includes menus for use in navigation between 
pages and for printing. 

The RBC spreadsheet above follows the 2017 
Fraternal Risk-Based Capital Report Including 
Overview and Instructions for Companies
formula pages. A copy of the instructions and 
blank are included with the CD-ROM to assist 
in the completion of the forecasting file.  

Fraternal
Risk-Based Capital Forecasting 

Spreadsheet Instructions 
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Usage

1. Open the Forecast_Frat_2017_08_18.xlsm file by double clicking on the file. 
2. Enter data as described in the following sections and examine the results. 
3. Save any changes to the spreadsheets using the “Save” command from the “File” menu. 

Please Note 

In certain versions of Excel, the user may receive the following message when the forecasting file is 
opened: 

If this is the case, the user would need to click on the “Enable Content” button.  

To change the Excel security level, go to the Developer tab, in the Code group, click Macro Security. In 
the Macro Settings, select the security option. 

Data Entry 

The RBC spreadsheets have been color-coded for easy use. 

• Blue-shaded cells are data elements that tie directly to the 2017 fraternal annual statement (i.e., 
vendor link items). This data can be found in the company's annual statement filing. 

• Red-shaded cells are data elements that are not available directly from the annual statement (e.g., 
manual data entry items). These items come from other company records as noted in the 
spreadsheet. 

• Grey-shaded cells are data elements calculated automatically by the spreadsheet. These cells are 
protected.

• Green-shaded cells are data elements that must be entered using a separate input worksheet. 
Clicking on the cell will automatically take the user to the input worksheet when using the 
Forecast_Frat_2017_08_18.xlsm file. Data input into the separate worksheet will feed 
automatically to the main page. 
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What-If Scenarios 

One of the unique features of the forecasting spreadsheet is its ability to perform what-if calculations. 
Because the formula is implemented through the Excel Spreadsheet, the user is able to run various 
scenario by adjusting the book/adjusted carrying value, amount or statement value to analyze the effect 
such changes would have on the company’s overall RBC ratio based on the RBC factors and covariance. 

Saving and Exiting 

To exit the program, simply click the  in the upper right corner of the file or choose the “Exit” option 
from the “File” menu. The spreadsheet program will prompt to save any files that have been changed. 

• Answer “yes” at the prompt to save any changes, such as data input or formula changes. 
• Answer “no” if the saving is not desired. Warning: This will ignore any and all other changes. 

Printing

A print menu was added to aid in printing for Excel users. Click on each box next to the page name for 
the individual pages desired to be printed. Then select the button for “Print Selected Pages.” Select the 
“Reset” button any time it is desired to have all buttons deselected. Individual boxes can also be 
deselected by clicking on them. 

RBC Forecasting Tips 

1. Make sure the CD-ROM is retained so a back-up copy of the Excel file is available. The NAIC will 
not replace the CD-ROM unless it was damaged during shipping or is otherwise defective. 

2. Gather information required for the affiliated investments section before beginning. In some instances 
information will need to be gathered from the various affiliates themselves. 

3. Keep a copy of the NAIC annual statement blank and annual statement instructions nearby and refer to 
them as needed. 

4. Keep the copy of the RBC Overview and Instructions at the computer to be used as a reference while 
filling out the spreadsheet. The spreadsheet follows the RBC Overview and Instructions formula pages 
exactly. 

5. Make a list of questions while filling out the spreadsheet. Then call the NAIC staff once, saving both 
parties time. 

6. When leaving voicemail messages, make the question as specific and detailed as possible. We will 
then be able to call back with the answer, saving time spent on the phone. Please leave a phone number 
or email address, and we will get back to you with an answer as soon as possible. 
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Questions and Support 

If problems are encountered, please refer to the RBC Overview and Instructions booklet and/or the 
Forecasting Spreadsheet Instructions first. However, if there is still a question, contact the NAIC. 

For questions pertaining to annual statement references, insurance accounting questions or formula 
questions, contact Dave Fleming (NAIC). 

For computer-usage related questions (loading the product, etc.), contact the NAIC Help Desk. 

Important Contact Information 

• Formula questions: Dave Fleming (816) 783-8121; dfleming@naic.org.

• Computer questions: NAIC Help Desk (816) 783-8500; Help@naic.org.

• Annual statement questions: NAIC Financial Reporting Questions Help Line (816) 783-8400 

• Questions on publications: NAIC Publications (816) 783-8300; prodserv@naic.org.
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The National Association of Insurance Commissioners 
(NAIC) is the U.S. standard-setting and regulatory support 
organization created and governed by the chief insurance 
regulators from the 50 states, the District of Columbia and five 
U.S. territories. Through the NAIC, state insurance regulators 
establish standards and best practices, conduct peer review, 
and coordinate their regulatory oversight. NAIC staff supports 
these efforts and represents the collective views of state 
regulators domestically and internationally. NAIC members, 
together with the central resources of  the NAIC, form the 
national system of state-based insurance regulation in the U.S. 

For more information, visit www.naic.org.

 RBC- FI - 17




