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MEMORANDUM 

TO: Financial Regulation Standards and Accreditation (F) Committee 

FROM: Susan Bernard (CA), Chair, Financial Examiners Handbook (E) Technical Group 
John Litweiler (WI), Vice-Chair, Financial Examiners Handbook (E) Technical Group 

DATE: Feb. 9, 2022 

RE: Consideration for Financial Accreditation Standards 
2022 Financial Condition Examiners Handbook 

_____________________________________________________________________________________ 

The Accreditation Program Manual (Manual) includes Review Team Guidelines to be used for financial 
examinations performed using the risk-focused surveillance approach that is found in the NAIC Financial 
Condition Examiners Handbook (Handbook). This memorandum is to update the Financial Regulation 
Standards and Accreditation (F) Committee on changes the Financial Examiners Handbook (E) Technical 
Group has made to the Handbook in 2021. 

Modifications are made to the Handbook each year, and a new edition is printed annually. This process 
allows for an efficient way to update the Handbook and ensures that users have the latest version. The 
Technical Group made several changes to the Handbook in 2021, the majority of which it considers non-
significant; i.e., having no impact on accreditation guidance. 

The Technical Group noted an opportunity to better align the guidance in the Handbook and the Manual 
as it relates to exam coordination. This change should be considered “significant” for accreditation 
purposes, which the Technical Group defines as a change that may immediately warrant a change to at 
least one accreditation standard or the Review Team Guideline(s) for said standard. Although this change 
is categorized as “significant” by the Technical Group, this is not meant to suggest the modifications are 
synonymous with the term “significant” within the accreditation context. 

During 2021, the Technical Group made the following changes: 

Significant Changes to the Handbook Affecting Accreditation Standards and/or Review Team 
Guidelines: 

• Revisions to the Coordination Framework to clarify the roles and responsibilities of each state that
has a company in a holding company group.

When reviewing the guidance contained in the Coordination Framework, the Technical Group noted that 
Handbook guidance requires the use of Exhibit Z – Exam Coordination when documenting coordination 
efforts for examinations of holding company groups with insurers domiciled in multiple states. This is 
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inconsistent with the guidance in the Manual, which requires the use of Exhibit Z for examinations of 
holding company groups with multiple insurers. 

To ensure a consistent approach to documenting coordination efforts, the Technical Group advises the 
Committee to consider revising the guidance pertaining to Accreditation Standard B2(e): General 
Examination Procedures and Accreditation Standard B2(g): Scheduling of Examinations, as well as the 
related questions on the Accreditation SEG/IAR Form regarding the use of Exhibit Z. The Technical Group 
suggests incorporating the tracked revisions below to reflect this change in the Manual: 

Accreditation Standard B2(e): Use of Appropriate Guidelines and Procedures, Results-Oriented Guideline 
1: 

The examiner should utilize a risk-focused approach and prepare examination documentation in sufficient 
detail to provide a clear understanding of the work performed. The content and organization of the 
documentation should support conclusions reached and effective execution of the risk-focused approach. 
When assessing compliance with this guideline, consideration should be given to the following: 

• Utilization of a risk-focused approach in establishing priority of accounts or operational areas.
• The clarity and accuracy of the documentation used to support examination conclusions.
• Extent of involvement with contract examiners if utilized.
• Utilization of audit work when relied upon to support an identified risk.
• Fulfillment of coordination efforts as determined by the state in Exhibit Z – Examination

Coordination, and consistent with their role as described in the Examiners Handbook, for
companies that are part of a holding company group with insurers domiciled in multiple states
that includes more than one insurer.

Accreditation Standard B2(e): Use of Appropriate Guidelines and Procedures, Process-Oriented Guideline 
3: 

If the company being examined is part of a holding company group with multiple insurers domiciled in 
multiple states, the state should complete the appropriate section of Exhibit Z, Part Two (or similar 
document) as follows: 

• If the state is the exam facilitator conducting a fully coordinated group examination, Exhibit Z,
Part Two, Section B (or similar document) should be completed.

• If the state is a participating state in a fully coordinated group examination, the state should
complete Exhibit Z, Part Two, Section C (or similar document).

• If the state did not participate in a coordinated group examination or utilized existing work outside 
of a fully coordinated group examination, the state should complete Exhibit Z, Part Two, Section
D (or similar document).

Accreditation Standard B2(g): Use of Appropriate Guidelines and Procedures, Process-Oriented Guideline 
3: 

The department should document the attempt to coordinate examination efforts with departments of 
other states consistent with the coordinated exam approach prescribed in the Examiners Handbook. Each 
company that is part of a holding company group that includes more than one insurer with insurers 
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domiciled in multiple states should include a copy of the coordination plan, documented in Section A of 
Exhibit Z, Part Two (or similar document), in its examination file. 

Accreditation SEG/IAR Form, Standard B2(e), Question 5: 

For examinations of companies that are part of a holding company group with insurers domiciled in 
multiple statesthat includes more than one insurer, does the department complete the applicable section 
of Exhibit Z – Examination Coordination based on its role in the examination? 

Non-Significant Changes to the Handbook: 

• Revisions to the Reserves Repositories (Life, Health and Property/Casualty [P/C]), as well as the
Underwriting Repository, to provide additional possible completeness and accuracy procedures
for examination teams to consider that align with the testing approach used by external auditors.
Additionally, procedures were added to enhance collaboration with the actuary to determine
significant lines of business/data elements to focus on for testing purposes.

• Revised guidance related to information technology (IT) in the following areas:
o Additional guidance for evaluating the accessibility and transferability of policyholder data

was incorporated into the following sections of the Handbook: 1) Section 1-3 narrative
guidance; 2) Exhibit C, Part Two – IT Planning Questionnaire (ITPQ); and 3) Exhibit C, Part Two
– IT Work Program and Instructional Notes.

o Ransomware guidance was incorporated into the following sections of the Handbook: 1)
Section 1-3 narrative guidance; and 2) Exhibit C, Part Two – IT Work Program.

If there are any questions regarding the proposed recommendations, please contact either me or NAIC 
staff (Bailey Henning at bhenning@naic.org) for clarification. Thank you for your consideration. 
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