PoxrtVian
The complete Schedule D solution

Friday January 9, 2026
Greetings all,
May these words find you in good health and spirits as we close 2025.

The following are notes and instructions to assist you in finishing your 2025 investment responsibilities using
PortMan. | know you're busy, but PLEASE take a few minutes to read this letter prior to processing your year-
end Schedule D. It will save you time in the end.

Also, we would like to make you aware that if the year-end or monthly activities are becoming too cumbersome
Accurate Business Systems provides out-sourcing services to do the monthly and year-end procedures for
you. We subscribe to a financial data source system so that we have the information needed to ensure that all
securities are reported correctly and in the appropriate categories. Get in touch if you’d like more information.

You can process December with a 2025 version, but you must download the 2026 version of PortMan to export
your data to the Annual Statement software. An email will be sent out when the 2026 version is ready.

The biggest change for 2025 reporting is that Schedule Part 1 has been split into 2 sections with Issuer Credit
Obligations on Section 1 and Mortgage Backed and Asset Backed bonds being reported on Section 2. Please
refer to the notes on page 8 of this document if you have questions or concerns regarding Mortgage or Asset
Backed securities being in the correct Section.

Please understand the following:

Do Not run YEAR-END until all data is in the statement
software and is verified and approved. Run Year-End only
when you are ready to enter January 2026, and you’ve
downloaded the 2026 version.

Process December using the Monthly Workflow on the following page, then referring to the 2025 Year End
Procedures on page 3. We recommend that you use the Workflow each month. You will greatly increase your
efficiency by following these steps. The workflow can also be accessed and printed by choosing Help, Monthly
Workflow from the Main Menu.

Again, you must use the PortMan version 2026.01.09 or higher to export to the Annual Statement. After
updating, your version can be found on the Portman Main Menu here.

F Hometown Mutual - [PortMan - Portfolio Manager - Version: 2024.1.1]
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https://www.portman-win.com/Downloads/Month-to-Month.pdf
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Monthly System Workflow

Processing the steps below in the order given will help ensure accurate and successful results.

1) VERIFY
a) Prior to entering data for the intended month verify that Month-End processing has been completed for
the prior month. You can do this by looking at the Current Month field on the Main Menu. The
transactions you intend to enter should be dated within the month displayed. If that’s the case, then
proceed to step 2. Otherwise, run Month-End from the Programs menu choice.

2) PROCESS PURCHASES
a) Add Purchases and Acquisitions
b) Pre-Post acquisition transactions to verify accuracy. Check off Pre-Post report and statement.
c) Post acquisition transactions

3) PROCESS INCOME
a) Enter interest, dividend, and principal reduction transactions using Transactions, Income.
b) Pre-Post income transactions to verify accuracy. Check off Pre-Post report and statement.
c) Post Income Transactions

4) PROCESS DISPOSALS
a) Enter Sales, Maturities and Calls using Transactions, Calls, Maturities, Sales.
b) Pre-Post disposal transactions to verify accuracy. Check off Pre-Post report and statement.
c) Post disposal transactions

5) VERIFY
a) Print Portfolio Report
1) Compare with Custodial Statements. Par and Shares need to match. Or, more efficiently, price
the Portfolio using a file. If Market Values match, the Portfolio matches the Custodian and you
continue.

b) Process
1) Update Market Prices and Designations from the Market Screen
1) Accrual
ii1) Amortization
1v) Verify Pre-Post report, then Post amortization transactions.
v) Book Value Adjustments from the Programs menu choice on the Main Menu.
6) Print Reports

a) Reconciliation

b) GL Summary NOTE: At Year end, you must print all reports and
¢) GL Detail transfer data to the Annual Statement software
d) Working Schedule D before you process step 7.

e) Others as desired

7) Month-End  **To enter January you will run Year- End
a) Run Month-End before starting a new month (Year-end for December)

**Do Not run Step 7 until you are ready to start January. You must run all December 31
reports and transfer files to the annual statement software before you run the Year-End
program.




2025 Year End Procedures

Utility Settings
Open the Utility Screen, Main Menu; Utility and verify the following:
Default pricing method and Source: Setting these values on this screen will eliminate the
need to set them on each and every security.
o Pricing Method — This will most likely be set to ¢ or e. In any case, this value should
reflect how your securities are priced. You can double click to select one of the 5 choices.
e Pricing Source - If Pricing Method has been set to a, b, or ¢, then you will need enter a
value into this field, Double-Click the field to get choices.
o BackUp Directory & Export Directory — Verify that these folders point to a valid path.
e Close the Utility screen.

Process December as any other month, but do not run Month End/Year End.

Import or Input Market Prices and designations into PortMan by clicking on Market from
PortMan’s Main Menu. Click OK to choose 12/31/25 when asked for the pricing date. Input or
import prices and designations. Please remember that all Bond, CMO, MBS and ST securities
must have their NAIC Designation begin with a number between 1 & 6. Preferred Stock (PS)
securities must have a number between 1 and 6 in the initial character of their NAIC
Designation. Choose Help, PortMan Manual, Market Price Import for instructions.

SSAP 43R compliance - Companies that own securities designated non-Agency RMBS or
CMBS by the NAIC SVO have another step to determine the displayed NAIC Designation as
defined by SSAP 43R. Update the NAIC List for Structured Securities, then Print the
Structured Securities held per NAIC list report to see if you own modeled securities. If you
own modeled securities, please see the PortMan Instructions for Structured Securities
Reporting on page 7.

Run the Book Value Adjustments procedure on the Programs menu. This procedure will
adjust the book value on any appropriate securities based on their NAIC designations.

PRINT REPORTS
On the Print menu

o [Schedule D Reports] - Print the Working Schedule D parts 1 through 5 to get your final
numbers. (Spreadsheets of Schedules Part 1 through 5 will automatically be created for
future use by the Year End program.

These files are named 123712025 P1.xIsx, 12312025 P2S2.xIsx ... and are stored in the
PortMan EXPORT folder for each company.)

e [Year End Reports] - Print and output to Excel, the Part 1A reports on the print menu.
These reports will be used to input the Maturity and Quality and Maturity distributions.

e [Year End Reports] - Print and output to Excel the Summary Investment Schedule report.
o [Year End Reports] - Print Summary by Country report.

o [Year End Reports] - Print Exhibit of Net Investment Income report.

e [Year End Reports] - Print Exhibit of Realized Gains report.

e [Year End Reports] - Print the Issuer report and the NAIC Desig Percent report. These
are used in the supplemental section.

e Print any other reports on the menu that you desire.

Export your data by choosing Programs, Export Statement, Annual Statement after updating
PortMan to 2026. After all data is approved in your annual statement software and you’re
ready to process January, you can prepare the database for January 2026 processing by
running the Year-End process (which includes Month-End for December). You will find this
option on the Main Menu; Programs. If, for any reason, the Year-End generates an error
message please DO NOT run it again. Call us! Our support number is 502-209-6034.




Notes concerning filing requirements.

We strongly recommend that you subscribe to the applicable NAIC Annual Statement Instructions.
Refer to the Schedule D and related Exhibits and Schedules instructions for Year End
requirements. The PortMan Year End Reports and Transfer Files will enable you to be compliant if
the data is set up correctly.

Reporting change to Bond ETF’s reported on Part 1:

The NAIC instructions now state that the NAIC Designation for ETF’s found on its SVO-
Identified Bond ETF List (https://staspoprodcus01.blob.core.windows.net/svo/svo _bond.pdf)
must be obtained from the NAIC AVS+ system. The unfortunate part is that even though you
can derive FE Designations for Bonds using Ratings from approved agencies for the majority of
Schedule D Part 1, you would have to buy an entire SVO AVS+ subscription to receive a
Designation for even 1 ETF Security that you have assigned to Schedule D Part 1.

Many of these ETF’s will likely have a 1.A Designation as they are populated with US Treasury
securities. If not made up with Treasuries, one can look up the Ratings Concentrations of the
ETF on its prospectus and come up with a close determination of what the Designation should
be, but there is no way to guarantee that you'll match the SVO without purchasing a
subscription.

It is also our understanding that you can choose to list them as an ETF on Part 2 Section 2
without a Designation. There may be state regulations that preclude you from making this
choice.

Get in touch with us if you want to discuss this topic further.

Error messages reqgarding ETF’s and Mutual Funds from data import:

Some of the Annual Statement Software companies we interface with will return Cross Check
warnings for Mutual Funds and ETF’s on Part 2 Section2 because no NAIC Designation is
provided.

We believe these Cross Checks are in error because the language on the NAIC Instructions is
vague and the Statement Software choose to read that as a Designation is required for all
Mutual Funds and ETF’s. We contacted the NAIC SVO office and the only ETF’s that have a
Designation assigned are those that are on the list to be reported on Part 1. We advise to
disregard these checks if you receive them.

How PortMan populates year-end data in reports and the File Export

PortMan uses the same methodology for all data that requires categorization in the Year End
export file and the Year End reports. For fields such as Code (Column 3 on Schedule D Part
1), Bond Characteristics (Column 5 on Schedule D Part 1), Summary Investment Category...
PortMan will first look to see if the field is populated on the security Detail screen. If the field
has a value PortMan will use it, if not the program will determine the value to the best of its
ability by examining the rest of the data. It's best to make an Excel spreadsheet for the
Summary Investment Schedule, sort it by the Category, then CUSIP to make sure the
securities are in the correct buckets. If one needs to be changed, you'll Edit that security,
Double Click the Sum Inv Category field to produce a pop-up window with applicable values
and choose the appropriate value. Re-run the report. You can also check the values of the
following fields for each security by creating an Active Spreadsheet located on the Portfolio
Reports tab. Instructions on saving spreadsheets below.



https://staspoprodcus01.blob.core.windows.net/svo/svo_bond.pdf

Other Year End Data Points applicable:

The Capital Structure Code field will be filled out as other fields that control Year-End
reporting (Summary Investment Schedule...) in the system. PortMan will look to see if the field
is populated on the Security Detail screen, and if it is, will use that value. If it's blank, it will look
to see if there is a value in the Payment Rank field. Payment Rank is a field that can be
populated with Bloomberg information. If there is a value in the Payment Rank field the export
will use it to determine the correct code. If both fields are blank the export will autofill semi-
annual payable securities with a Senior Unsecured code and Monthly pay securities with a
Senior Secured code. Payment Rank and Capital Structure Code can be imported into
PortMan from a new import feature from a spreadsheet provided by your Investment Advisor or
Custodian. There will also be a report on the Year-End tab of the Print Menu that lists each
security and its Capital Structure Code. Pass the list to your investment advisor so they can
confirm each security is categorized correctly. If a code needs to be changed enter it in the
Cap Structure Code field on the Security Detail Screen.

The Bond Characteristics field is populated in the Export file by examining the security and
setting the appropriate value. Once again, it can be populated manually and PortMan will use
that value if it is set.

Industrial and Miscellaneous Mortgage and Asset Backed bonds must have the correct
Collateral Type associated with their backing. The Year End tab of the Print Menu has a
report named Structured Securities held per NAIC Type. The valid codes are listed on the last
page of the report. If you have securities listed on this report the NAIC requires that each
security has the appropriate code identification. Pass the list to your investment advisor so
they can confirm each security is categorized correctly.

Fair Value - There is a field on the input screens to designate the fair value associated with
each lot. If left unselected or set to Default, the system will export securities as follows.

Preferred Stock
Common Stock

Security Type Default Fair
Value
exported

BONDS, not Treasury 2

Bonds, Treasury 1

CMO 2

MBS 2
2
1

Foreign Code
For securities that are denominated or Issued in Foreign countries. The foreign code is

calculated by Portman when you assign values to the following fields.

o If your security is denominated in a foreign currency you will have to designate as
such. The field name is Currency, and it is located on the top of Page 1 of the
Security Detail screen.

o If your security was ISSUED in a country other than the United States, you will have
to designate as such. The field’s name is Country Issued In and it is located on the
top of Page 1 of the Security Detail screen.




The NAIC requires that you list your Pricing Method and Pricing Source used to produce
Market Values. You can set a default value for your securities by:

Choose Utilities, Utility Screen from the Main Menu.
Choose the method by double clicking the Pricing Method field. Choose from the provided list.

A value must be provided for the Pricing Source field if you choose method a, b or c. Double-
Click on the field to select a value. If you don't see your desired choice, you can type it in.

For securities that do not follow the default:

There are two fields on the Detail screens that will allow you to override the defaults chosen
above by designating the pricing service you use for individual security. The first field is named
Pricing Method. If you fill this field with a value, then a field named Pricing Source will display to
accept input.

Make Excel Files for your Year End Reports

We highly recommend that you set a default folder and save your Year End reports to Excel. This
will give you the detail data that makes up the Summary information of that report. Please note the
bottom of the screen below. (The picture below lists 2023 as the year, but you will create and use
a 2025 folder.) We also recommend that you print all Schedule D and Year End reports to a PDF
printer to the same folder, so your Year End data is in one place for later use.

B File Help
Di Quarterly Reconciliation ]
. Schedule . " YearEnd 1 ; ]
Portfolio Reports D. DA, E Reports GL Reports Month-End Detail Reports st
[ AVR Report I Structured Securities held per selected NAIC Type
[ IMR Report @ Grouped  Amortized I Structured Securities held per NAIC List dated:12/15/2023
updste naiclist Clear All
[V Issuer Reports Report
Selections
W Part 1A Section 1- Quality and Maturity [~ Maturity Year & Yield
W Part 1A Section 2- Maturity I Breakdown by Designation
I Special Deposit Report V¥ Twelve Month Loss
W Summary by Country I Variable Rate Securities
V¥ Summary Investment Schedule v Securities by Capital Structure Code
¥ Unrealized Gain & Loss [V Securities by Sovereign Rating (list dated: 12/31/2022)
updste Sovereign Rates list
¥ NAIC Desig Percent Send Ovigul to
e
[v Exhibit of Net Investment Income fimiel
I” Screen
[V Exhibit of Capital Gains (Losses) ¥ Excel
Iv  Open Excel
Process
Selected
Printer: PDF-XChange Standard on PXC Change Printer ~
[Excel Export Path C:\Hometown!2023,12-Dec\Year_End) [ |

Schedule D Export File

There is only one export file that will be created for all annual statement vendors. The export file is
named Schd.txt and it will reside in the Export folder defined on the utility screen and displayed on
the Main Menu. Choose Programs, Export Schedule D from the Main Menu to create the file.
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The complete Schedule D solution

Instructions to facilitate reporting of NAIC
Structured Securities in PortMan.

At the time this letter was created there were still several old or broken links on the NAIC
webpage. We are providing these preliminary instructions while we wait for additional
clarification.

First, let’s determine if these instructions apply to you.
i.  Download and install PortMan version 2026.01.09 or higher.

ii.  Open PortMan and go the Print menu by Choosing File, Print from the Main
Menu.

iii.  Click the “update naic list” this will download the most recent list of securities
from the NAIC. The picture below lists 12/15/2023, but the new version will
list a December 2025 date.

ﬂ File Help
Diagnostic Miscellaneous Quarterly Reconciliation ]
Portfolio Reports Stheoie GL Reports Month-End Year End ] Detail Reports l

D, DA, E Reports

[ Structured Securities held per selected NAIC Type

" IMRReport & Grouped " Amortized [~ Structured Securities held per NAIC List dated:12/15/2023
update naic list

I Issuer Reports

iv.  Print the report titled Structured Securities held per NAIC List located in the
Year End Reports tab

i. Ifyour reportis empty these instructions don’t apply to you, and you're
finished.

ii. Ifyou do have securities on the report, you'll need to follow the
directions below:

1. you will need to purchase the modeled CUSIP information from
the NAIC AVS+ System

2. Review
SSAP 43R, Para 27 in the NAIC Accounting Practices and
Procedures Manual.
and
NAIC Purposes and Procedures Manual - Part Four

3. After you have completed ALL of your December processing. and
have the modeled CUSIP information in hand. Please contact
Portman support for additional instructions.



2025 Notes

As mentioned in our 2024 Year End document and preceding communications there are several
significant changes in the 2025 Schedule D reporting. The biggest is that Schedule D Part 1 will
be broken into 2 Sections the way Part 2 is. The 2024 Year End program would have
automatically placed the appropriate securities (Mortgage and Asset Backed) on the new Schedule
D Part 1 Section 2 page if they were categorized correctly in 2024. As you purchased Backed
purchases in 2025 you were to add them to Part 1 Section 2. If you're not sure you did, we've
added aids to move them there.

For the most part, all monthly pay securities are to be listed on Part 1 Section 2. You can check
yours by printing a new report on the Miscellaneous tab of the Print Menu named Monthly Pay
securities by NAIC Schedule. If you find you have a Monthly pay on the DP1S1 page you can
move it by editing the security and clicking the following:

BOnd Deta" (P1S1) Page 1 | Page2 | Page 3 | Close
Cusip: 02361D-AV-2 Lot 1 ISIN: Category: BN Disposal State:
Name: Ameren lllinois Co 1.55% 11/15/2030 GIL Definition 1 Bonds

NAIC Category: 050 ~  NAIC Line: 008
Issuer Credit Obligations Corporate Bonds (Unaffilated)

Issuer Sovereignty:  US Country Issued In:  US NAIC_Foreign: Currency: USD United States of America, Doll
Coupon 1.550 Calculate Int: 1 30/360 Vendor: Frost
Par Value:  750,000.00 Int. Frequency: S Semi-Annual NAIC DESIG  Modifier  Admin Sym Reporting Desig pesive from
Actual Cost:  659,070.00, | Next Coup Date:11/15/2025 1 F FE 1.FFE -
Price Paid: 87 876000 | Accrued Int Paid 5,715 63 Book Value as: 1 NAIC Default
Issue Date: Pay Schedule: MN May-November Public or Priv Trade 2 Publicly
Maturity Date: 11/15/2030 Yield to Maturty: 4 264033 Portfolio: Frost
Call Date: Yield to Call. 0000000 TR
Call Price Yield to AvgLife:  0.000000 S I” Do Hot Amortize
Trade Date: 11/10/2025 Amontized To: Restricted Asset Code: [~ Variable Rate
Settle Date: 11/12/2025 Sch D Yield: 4 264033 Investment Characteristics: v Has Make Whole Provision
Accrual Strt Dt: Effective Maturity: 11/15/2030 Sum Inv Category: [~ I-BOND / TIPS
Average Life: Pricing Method: SchDFairValue: © 1 « 2 ¢ 3  Default [~ Interest Only
Average Life Dt: Pricing Source: Cap Structure Code: ™ SEC Rule 144A
UDF1Title SRQ Cartegory. [ This is a Paid-In-Kind Lot
UDF2Title [z by
UDF3Title
Reported On Schedule: DP151 ~ MovetoPen 1 Seaion2 —
Issue: 1560% 11/15/2030
Issuer: Ameren lllinois Co

BLUE are calculated. RED are required, if applicable. Double Click for Input

Clicking the link will then ask you to choose the correct line numbers for Part 1, Section 2. If you
change the page of one or more securities you will also have to recalculate the Verification
between Years by opening the Utility Screen and clicking the following link:

PortMan - Utility Settings Close
Company Name ABS EOY Test Company Type P & C ~| ABS Customer# 1742
NAIC Number 12345 Conversion Date 12/31/2024
Annual Statement Vendor SOVOS = | Select Vendor from Drop down list
Trade or Settle T x| Select T for rade date, S for settle date
Int. Maint. Reserve (IMR) >|  Entera Y if this company processes IMR
|MR Melnm Grouped ﬂ |MR Taxrate Enter as a decimal, ie .35 for Prlor vﬁﬂl’ B I vﬂll.lm
Currrent Month 11/1/2025 As of Date 11:30/2025 Enier the As-of date that prints on e o
Write Down Test% .00 20.n0t 2 Schedule D Semsmmmm—m—
use a whole number enter 20, not .2 Part 1 Section 1 39 436,942 04
Calculate CMO gain as ProfitLoss i~} Part 1 Section 2- 8,339,429 86
Amort Method User Specified Disposal Cost Part 2 Section 1,‘ 1334.139.66
CusiporLotLevel C <] Part 2 Section 2: 15.018,063.19
Pricing Method c Broker or Custodian PY Sch D Book: 64.128.564.75
Pricing Source Comerica DA Part 1 13,519,847 37
Stock at Cost No ~| E Part 2: 23,747 876 62
Bond at Cost No a BA Part 1 00
Total PY Book Value: 101,396,288.74
Export Directory: E:\Outsourcework\EXPORT\ J
Backup Direciory: E \Outsourcework\EXPORT\ _,
Excel Export Path: E:\Outsourcework\EXPORT\ _,

Note: Backup and Export Directory path must end with a "\ " Example "A:\" or "E:\Portman\"

The letter we sent prior to the 2024 Year End is again displayed below for reference.
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NAIC Changes affecting 2025 Schedule D
Reporting

Greetings,

As I’'m sure you’re aware there are significant changes to Schedule D requirements beginning in
2025. For the vast majority of you, these changes will have very little effect, other than Schedule
D Part 1 will now have two Sections, just as Schedule D Part 2 has.

The 2025 Schedule D Part 1, Section 1 will list all bonds that are not backed by Residential or
Commercial mortgages or backed by assets. The 2025 Schedule D Part 1, Section 2 will list all
bonds that are backed by Residential or Commercial mortgages or backed by assets. The line
numbers associated with the different bond types will also change. The good news for you is that
PortMan will handle the Section realignments and line number changes automatically when you
run the Year-End program.

In addition to the above the NAIC has tightened their definition of a bond. Again, for the vast
majority of our users who invest in widely available, non-exotic, Rated bonds, this has no effect on
you. However, they are mandating Bonds such as Z Tranche CMOQ’s, Interest Only bonds, and
other bonds whose interest and principal return payments are not guaranteed to be moved to
Schedule BA. The 2025 version of PortMan will allow you to move a security to our new Schedule
BA reporting module and will produce Schedule BA reports for your bond type securities.

The NAIC is calling this exercise The Bond Project. You will find information below that gives more
detail on their mandates. You can also go to their website (NAIC.ORG) and search for more
information and take an online course. It will be your responsibility to identify securities that
should be moved to Schedule BA and they (the NAIC) do not provide a list of CUSIP’s that they
want moved from Schedule D to Schedule BA. It is our recommendation that you consult with
your investment advisor if you think you might own a bond that should be moved. We have talked
to several Advisors, and each has said that they don’t have any securities that they recommend
their clients to move.



Overview

The NAIC has made significant changes that will be effective starting with 2025 Quarter 1 Reporting. The changes are
primarily predicated on the changes, from the NAIC Statutory Accounting Principles Working Group, collectively
known as the Principles Based Bond Project.

The goal of the Project is to establish defining principles which provide a framework for evaluating the substance of a
debt instrument.

A key element, which varies from the current guidance is that the structure should focus on substance over legal form.
This approach provides regulators the ability to understand the underlying risks of the portfolios and question / disallow
structures as bonds that do not comply with the principal intent.

The Changes

This document is an overview of what is to come. For detailed information about the specific changes, click the links
below to see the NAIC modification document.

2023-06BWG Modified

This is the primary change from the Bond Project. Several other modifications are included which support this change.
The 2023-06 modification splits Schedule D Part 1 into two distinct reports.
o Schedule D Part 1 Section 1 — It will display the Issuer Credit Obligations (formerly know as the
“Issuer Obligations”). These are debt obligations that that qualify as a BOND per SSAP 26r.
o Schedule D Part 1, Section 2 — Only the Bonds that qualify in the scope of SSAP 43r are permitted on
this report. Traditionally these would be the Residential Mortgage-Backed, Commercial Mortgage-
Backed, or Asset-Backed investments.
e  Your existing(legacy) Schedule D Part 1, items will have different line numbers on the new reports.
e Schedule DA Part 1 (Short Term) and Schule E Part 2 (Cash Equivalent) line numbers may also be changed.
e  When you make your assessment of your investments, those that do not qualify under SSAP 26r or SSAP 43r,
will be moved to Schedule BA — Other invested assets.
e In addition, the layouts for the following reports have been changed
o Schedule D Part 3
o Schedule D Part 4
o Schedule D Part 5
o Schedule D Verification Between Years
o Summary Investment Schedule
o Schedule D Summary by Country
o Schedule D Part 1A — Section 1 — Quality and Maturity Distribution
o Schedule DA Part 1 Short Term Investments
o Schedule E Part 2 — Cash Equivalents
o Quarterly Reports (Acquired, Disposed, Schedule D Part 1B, Schedule D Verification)
o Changes to the Quarterly Notes:
e Note 1.C(6)

e Note 5.D
e Note5.F
e Note 5.G

e Note 5.H


https://content.naic.org/sites/default/files/inline-files/2023-06BWG_Modified_0.pdf

e Note 5.1
e Note 20.A(1)
e Note 20.A(2)
e Note 20.C
e Note 20.D
o Aswellas- IMR, AVR, ASSET, CASH FLOW, and SIRI

2023-07BWG Modified

This modification applies to Schedules A, B, BA, D Part 2, D Part 6, and E Part 1.its purposes is to provide consistency

for the investment schedules modified in this change with the modifications in 2023-06BWG Modified above.

2023-12BWG Modified

This categorizes debt securities on Schedule BA that do not qualify as bonds under SSAP No. 26 — Bonds or SSAP No.
43R — Asset- Backed Securities and are captured in scope of SSAP No. 21R — Other Invested Assets.

2025-02BWG Modified

Removes categories from Schedule DA and Schedule E, Part 2 that should be reported on Schedule BA. Adds clarifying

instructions on what should be included in the Other Short-Term and Other Cash Equivalent categories.
2025-12BWG
Update the quarterly investment schedules for editorial items to the bond project. (Sch. D Verification, Sch. D Part 1B,

Sch. D Part 3 & 4, Sch. DL Part 1 & 2, and Sch. E Part 1 & 2)

Statutory Issue Paper No. 169

This document provides a history of the discussions that took place regarding this change.

What you need to know

All debt securities must qualify under the bond definition to be reported as bonds as of Jan. 1, 2025. There are no
grandfathering provisions.

At the time of transition, reporting entities shall make their best effort to assess investments and determine whether they
qualify within the bond definition.

The guidance requires assessments at the time of acquisition (origination date) in determining whether an investment
qualifies as a bond. If reporting entities do not have the means to complete historical assessments, reporting entities are
permitted to utilize current information at the time of transition to conclude whether the bond definition is met.

Once an investment is deemed to meet the bond definition, future assessments would not be required unless the initial
determination was questioned by an auditor or state regulator. Changes in performance after acquisition / transition
requires an OTTI assessment and does not change the bond determination.

Debt securities that do not qualify as bonds shall be reported as a disposal from Schedule D-1 and
reported as an acquisition on Schedule BA. The disposal and acquisition will need to take

place before the year end filing.



https://content.naic.org/sites/default/files/inline-files/2023-07BWG_Modified_0.pdf
https://content.naic.org/sites/default/files/inline-files/2023-06BWG_Modified_0.pdf
https://content.naic.org/sites/default/files/inline-files/2023-12BWG_Modified_2.pdf
https://content.naic.org/sites/default/files/inline-files/2024-02BWG_Modified_0.pdf
https://content.naic.org/sites/default/files/inline-files/2024-12BWG.pdf
https://content.naic.org/sites/default/files/inline-files/Bond%20IP%20-%20Adopted%202024%20Summer.pdf

How you can prepare
Learn more about the changes that are taking place by participating in the. EDU 350-118: Principles-Based Bond
Project Training. This is a free (as of the publish date of this document) training offered by the NAIC which covers the
evaluation process.
Read the change documents (click the LINKS in the changes section above)
Using Portman, Version 2025.9.14 and higher.
Portman will perform a one-time baseline evaluation of your investments and assign them to the prospective line
numbers for 2025. This baseline prospective conversion is primarily based on the currently assigned line number. If that
line number is not correct, the conversion will not be correct either. The prospective assignment is meant to simplify
your transition and assessment. It does not relieve you of your responsibility to perform the assessment. Users will have
the ability to review and edit the assigned 2025 Line numbers or 2025 NAIC Report up until the End of Year Rollover.
After the rollover the assignments will require intervention from Support to change. Once Q1 — 2025 is processed,
assignments can no longer no longer be changed.
A new tab “2025 Reports” has been added to the Print Menu. The new tab, at the time of this writing, contains the
following reports:

e NAIC Line Number Transition

e Sch D Part 1 Section 1

e Sch D Part 1 Section 2

e Sch D Part 2 Section 1

e Sch D Part 2 Section 2

e SchDPart3

e SchD Part4

e SchDPart5

e Sch D Verification

A new investment category will be added for 2025 for investments that do not qualify as
Bonds (SSAP 26r), The new type will allow the reporting of Schedule BA — Other Admitted
Assets.


https://web.cvent.com/event/920b55bf-8d48-4cab-9bad-b584b542931b/summary
https://web.cvent.com/event/920b55bf-8d48-4cab-9bad-b584b542931b/summary

