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Investment FINANCIAL EXAMINERS HANDBOOK 2

Fxam Identified Risk Examiner/ | Work - ‘,
Obj. Completion | Paper ] S
Date Ref. 5B

o s ) §

15. Scan the cash receipts/disbursements Cco . 3.
joumal and bank statements for unusuai AC | B
debits or credits.

- ol : - 4

16.  Test whether account balances and PD e 5
disclosures comply with the NAIC ) 3
Accounting Practices and Procedures : e
Manual and Annual Statement ; & ;
Instructions. ? <

17.  Review the Notes to the Financial [ PD i i
Statements and General Interrogatories and i <
evaluate the completeness of information.

18. Consider the reasonableness of accrued VA | B
interest and interest received during the E
year based on prior years. t

b 3= . |

19. Select a sample of interest payments co i ‘5
included on the bank statements. Trace AC 17 %
those amounts to the cash receipts journal. g R

20.  Trace the total accrued interest to the | CO - 254
detailed investment income exhibit and AC I
balance sheet.

21. Trace the total interest received to the | CO o ] 6.
detailed investment income exhibit. AC R

! 4

22, Ensure that the net amounts of all cash AC - Sas
accounts are reported jointly. If in the VA | g
aggregatc the insurer has a net negative B &
cash balance, ensure that the amount is Y ,ﬂ
reported as a negative asset and not = 7.
recorded as a liability, in accordance with _ s
SSAP No. 2, paragraph 5. E 1

Aggregate Write-ins for Invested Assets / —_——Elements of NAIC Financial Examiners

" Liabilities-(Perivative fnstraments)| / Handbook Regarding Derivatives Starts Here 8
o L. Review available independent audit reports AC 1‘
. and management letters for evidence of e
3 inappropriate hedge accounting practices. { LAl

2, Obtain contracts that the insurer has | EX 1y } g
entered into and agree them to the | OB/OW i
documentation provided in the insurer’s
records and Schedule DB.
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NAIC Annual ( And Quarterly) Statement
Blank Schedule DB (Derivative Instruments)

ANNUAL STATEMENT FOR THE YEAR 2009 OF THE

SCHEDULE DB PART A SECTION1

Showing all Options, Caps, Floors and Insurance Futures Options Owned December 31 of Current Year

1 2 3 4 5 6 7 8 9 10 11 12 13 14
Number Date Used to
of of Adjust
Contracts Maturity, Basis Other
or Expiry, Date Exchange Cost/ of Investment /
Notional or Strike Price, of or Option Book Statement Fair Increase/(Decrease) Hedged Miscellaneous
Description Amount Settlement Rate or Index Acquisition C ty Premium Value * Value Value by Adj Item Income

2599999 | _Hedging Transactions XXX
2799999 Subtotal Other Derivative Ti i XXX
9999999 Totals XXX

SCHEDULE DB PART A SECTION2

Showing all Options, Caps, Floors and Insurance Futures Options Acquired During Current Year

1 2 3 4 5 6 7
Number of Contracts or Date of Maturity, Expiry, Strike Price, Date of Exchange or Cost/
Description Notional Amount or Settlement Rate or Index Acquisiti C party Option Premium
2599999 btotal Hedging Tr
2799999 Subtotal Other Derivative Transactions
9999999 Total

©1994-2009 National Association of Insurance Commissioners E18 Investment



ANNUAL STATEMENT FOR THE YEAR 2009 OF THE

SCHEDULE DB PART A SECTION 3

Showing all Owned Options, Caps, Floors and Insurance Futures Options Terminated During Current Year

2 3 4 5 6 7 8 9 10 1 12 13 Gein (Loss) on Termination 17
14 15 16
Date Indicate Used to
Number of of Exercise, Adjust
Contracts Maturity, Enpiration, Increase/ Basis Other
ar Expiry, Date Exchange Cost/ Maturity Consideration {(Decrease) of Investment/
Notional or Strike Price, of or Option or Termination Book Received on by Hedged Miscellaneous
Description Amount Settlement Rate or Index Acquisition Counterparty Premium Sale Date Value » inati Adjustment Recognized Itern Deferred Income
2599999 Subtotal Hedging Transactions XXX XXX XAX
2799999 Subtotal _Other Derivative Transactions XHX XXX XXX
9999999 Totals XXX XAX XXX
SCHEDULE DB PARTB SECTION1
Showing all Options, Caps, Floors and Insurance Futures Options Written and In-Force December 31 of Current Year
1 2 3 4 5 6 7 8 9 10 n 12 12 14
Dale
Number of of
Contracts Maturity, Other
or Expiry, Dale of Exchange Increase/ Used lo Investment/
Notional ar Strike, Price, Tssugnce/ or Cansideration Book Slalement Fair (Decrease) by Adjust Miscellaneous
Description Amount Setilemnent Rate or Index Purchase Counterparty Received Value * Value Value Adjusiment Basis Income
2599999 Subrotal Hedging Transactions XXX
2699999 Subtotal _Income Generation Transactions XXX
2799999 Subtotal _Other Derivative Transactions XXX
9999999 Totals XXX

©1994-2009 National Association of Insurance Commissioners
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ANNUAL STATEMENT FOR THE YEAR 2009 OF THE

SCHEDULE DB PARTC SECTION1

Showing all Collar, Swap and Forwards Open December 31 of Current Year

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Date Date Used 1o
of Strike Price, of Adjust
Maturity, Rate Opening Cost Increase/ Basis Other
Expiry, or Position Exchange or (Decrease) of Investment/
Notional ot Index Rec (Pay) or or (Consideration Book Statement Fair Hedged Miscellaneous Potential
Description Amount Sertlement Agreement Counterparty Received) Value ! Value Value Adjustment Item Income Exposure
2599999 Subtotal Hedging Transactions XXX
2799999 Subtoral _Other Derivative Transactions XXX
9999999 Totals XXX
SCHEDULE DB PART C SECTION 2
Showing all Collar, Swap and Forwards Opened During Current Year
1 2 3 4 5 6 7
Date Date
of of
Maturity, Strike Price, Opening Cost
Expiry, Rate Position Exchange or
Notional or or or or (Consideration
Description Amaunt Settlement Index Rec (Pay) Agreement Counterparty Received

2799999

Subtotal
9999999 Total

2599999 Subtotal Hedging Transactions

Other Derivative Transactions

©1994-2009 National Association of Insurance Commissioners
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ANNUAL STATEMENT FOR THE YEAR 2009 OF THE

SCHEDULE DB PART C SECTION3

Showing all Collar, Swap and Forwards Terminated During Current Year

1 2 3 4 5 6 7 8 9 10 n 12 13 Gain/(Loss) on Termination | 17
14 15 16
Date Date Indicate Used to
of of Exercise, Adjust
Maturity, Opening Expiration, Consideration Increase Basis Other
Expiry, Strike Price, Position Exchange Cost or Maturity Received or {Decrease) of Investment /
Notional or Rate or Index of or (Consideration or Termination Book (Paid) on by Hedged Misceilaneous
Description Amount Settlement Rec (Pay) Agreement Counterparty Received) Sale Date Value 3 Terminations Adjustment Recosniz:d Item Deferved Income
2599999  Subtotal Hedging Transactions XXX XXX XXX
2799999  Subtotal Other Derivative Transactions XXX XXX XXX
9999999  Totals XXX XXX XXX

SCHEDULE DB

PARTD SECTION1

Showing all Futures Contracts and Insurance Futures Contracts Open December 31 of Current Y ear

1 3 4 s 3 7 8 9 Variation Margin Information 13
10 n 12
Used to
Adjust
Date Basis
Number of Exchange of
of Maturity Original Curent Variation Opening or Cash Hedged Potential
Description Contracts Date Value Value Margin Position Counterparty Deposit Recognized Item Deferred Exposure
2599999 Subtotal Hedging Transactions XXX XXX
2799999 Subtotal _Other Detivative Transactions XXX XXX
9999999 Totals XXX XXX
©1994-2009 National Association of Insurance Commissioners E22 Investment



ANNUAL STATEMENT FOR THE YEAR 2009 OF THE

SCHEDULE DB PARTD SECTION 2

Showing all Futures Contracts and Insurance Futures Contracts Opened During Current Year

1 2 3 4 S 6 7
Number Date of Exchange Net Additions
of Maturity Original Opening or to
Description Contracts Date Value Position Counterparty Cash Deposits
2599999  Subtotal Hedging T! XXX XXX
2799999  Subtotal Other Derivative Transactions XXX XXX
9999999  Totals XXX XXX
SCHEDULE DB PARTD SECTION3
Showing all Futures Contracts and Insurance Futures Contracts Terminated During Current Year
1 2 3 4 5 6 7 8 9 10 Variation Margin Information
11 12 13
Gain (Loss)
Used to
Adjust
Net Basis
Number Date of Exchange Reduction of
of Maturity Original Termination Variation Opening or to Termination Gain (Loss) Hedged Gain (Loss)
Description Contracts Date Value Value Margin Position Counterparty Cash Deposits Date Recognized Item Deferred
2599999  Subtotal Hedging T XXX XXX XAX
2799999 k | _Other Derivative Transactions XXX XXX XXX
9999999  Totals XXX XXX XKX
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Appendix E

(t) Qualifying master netting agreement means, with respect to a party, an agreement governing one or
more swaps or security-based swaps to which a eevered-swap-entity is a party that satisfies the
following criteria—

l (1) The agreement includes provisions that creates a single legal obligation for all individual
transactions covered by the agreement upon an event of default, including bankruptcy,
insolvency, or similar proceeding, of such party’s #e counterpartv:

(2) The agreement includes provisions that provides the-eevered-swap-entitwsuch party the right
to accelerate, terminate, and close-out on a net basis all transactions under the agreement and
to liquidate or set off collateral promptly upon an event of default, including upon an event of

| bankruptcy, insolvency, or similar proceeding, of such partv's ¢he-counterpartv. provided that, in
any such case, any exercise of rights under the agreement will not be stayed or avoided under

applicable law in the relevant iurisdictions_other than under section 210{c){8)(F)(ii} of the Dodd-
Frank Wall Street Reform and Consumer Protection Act or as otherwise required bv a regulator
of such party’s counterparty;

(3) Fre-Such party eevered-swap-enrtity-has conducted sufficient legal review to conclude with a
well-founded basis (and maintains sufficient written documentation of that legal review) that—

(i) The agreement meets the requirements of paragraph (t)(2) of this definition; and

(ii) In the event of a legal challenge (including one resulting from default or from

bankruptcy, insolvency, or similar proceeding) in the jurisdiction where such party
would be most likelv to bring an enforcement proceeding as determined bv such party,

the relevant court and administrative authorities would find the provisions included

under paragraph (t)(1) and {2) above asreemert to be legal, valid, binding, and

enforceable under the law of the-relevartsuch iurisdictions:

(4) The such partv eevered-swan-entityv-establishes and maintains procedures to monitor
possiblechanges in relevant law as thev occur and to ensure that the agreement continues to
satisfy the requirements of this definition; and

(5) The agreement does not contain a provision that permits-a-ren-defaulting-counterpariy-te
meke-alewer-paymentthanitwenld-make-etherwiseunder-the-agreementerne-paymentat
all-te-a-defeultersrthe-cstatecta-defoultercvenifthodeofoultcrerthe-ostateofthe defaulter
is-a-neterediterunderthe-agreement: suspends, conditions, or extinguishes a payment
obligation of a party, in whole or in part, or does not create a pavment obligation of a party that
would otherwise exist, solely because of the status of such party as a nondefaulting party in
connection with the insolvencv of such party’s counterparty, or the appointment of or the

exercise of rights or powers by a receiver for such party’s counterparty, and not as a result of

224462y
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