Proposal re: 15 step process for SVO to review all filing exempt securities and to determine
whether the rating is unreasonable for requlatory purposes.

1) SVO staff identifies a FE security with an NAIC Designation determined by a rating that
appears to be an unreasonable assessment of risk.

2) SVO Senior Credit Committee (SCC) meets to determine if it agrees that the rating appears an
unreasonable assessment of risk and, if so, places the security “Under Review”.

3) If the SVO SCC votes to put the security “Under Review” an information request will be sent
through VISION to insurers that hold that security in their VISION portfolio and an the SVO
Administrative Symbol assigned to identify them in VISION and AVS+.

4) If the information request is not responded to, the SVO may reach out to the domiciliary Chief
Financial Examiner.

5) Upon receipt of all necessary documentation through the information request, the SVO will
then perform a full analysis of the security and coordinate with the interested insurer(s) on any
questions or issues the SVO may have about the security.

6) SVO SCC re-convenes and determines, based on its full analysis of all necessary information,
whether the FE NAIC Designation is three (3) or more notches different than the SCC’s opinion.

7) If the SVO SCC opinion differs from the FE produced NAIC Designation Category by a
material three (3) or more notches the specific CRP rating(s) for that security will be removed
from FE.

8) The SCC will present its analysis to a sub-group of the Task Force to provide oversight over
the FE removal process and enable the Task Force to provide feedback to the SVO.

9) If there are no alternative CRP ratings, the SVO SCC’s assessment will be entered into
VISION. If an alternative CRP rating is subsequently received, it will be incorporated into the
FE process, if applicable.

10) If the SVO SCC assesses the issue is part of a recurring pattern, the SVO Director will
inform the chair and decide if an issue paper, referral or amendment is needed.

11) An anonymized summary of each unique issue or situation will be published on the SVO
webpage or some other insurer accessible location for transparency.

12) An insurer may appeal to the Task Force chair if they believe the SVO did not follow the
procedures outlined in the P&P Manual.

13) If an insurer(s) wishes to appeal the SVO SCC’s analytical assessment, it may request the
NAIC’s IAO to contract, at the insurer(s) expense, with an independent third-party acceptable to
the NAIC 1AO to perform a blind review of the security (e.g. without knowledge of the SCC’s,



insurer’s or CRP’s assessment) with the information provided through the information request. If
the independent third-party review results in an NAIC Designation Category that is one (1) or
less notches different from the FE produced NAIC Designation Category, then the SVO SCC’s
opinion will be overridden by the reinstatement of the CRP rating(s). If the independent third-
party review results in an NAIC Designation Category that is more than one (1) notch different
from the FE produced NAIC Designation Category, then the SVO SCC’s opinion will remain.

14) The SVO will identify through SVO Administrative Symbols when a CRP rating(s) has been
removed from the Filing Exemption process for a security.

15) At the Spring National Meeting, the SVO Director will summarize FE discretion actions take
for the preceding year.



