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insurance company, trading in separate accounts on behalf of customers, and engaging in risk mitigating 
hedging activities.1 
 
We believe that the agencies’ proposed rule is generally consistent with Congressional intent in this 
regard.   Nevertheless, we do have some specific concerns and set forth are NAIC comments relating to 
four specific areas: 1) the proposed implementation of the exemption for insurance company 
investments for the general account, 2) the proposed implementation exemption for trading on behalf of 
customers, 3) the proposed implementation of the prohibition in investments in private equity and hedge 
funds, and 4) the proposed implementation of the reporting and recordkeeping requirements as they 
relate to insurance companies affiliated with banks. 
 
Exemption for Insurance Company Investments for the General Account 
 
We were pleased to see that the agencies implemented the exemption for insurance company 
investments for the general account as set forth in the statute.  We also agree with the agencies that it is 
unnecessary to examine whether any state’s insurance investment law would threaten the financial 
stability of the banking entity or the United States. As investments are critical to the insurance business 
model, and are necessary to maintain an insurer’s solvency, insurance companies are subject to 
conservative accounting and significant disclosure requirements, practices restricted by state insurance 
laws and regulations, and ongoing solvency oversight of operations. Investment laws and regulations 
provide limits on the type and extent of insurer investments, and examination of insurer investment 
portfolios to ensure compliance with such laws is part of the ongoing oversight by state insurance 
departments.  As such, we do not think a review of such investment laws by the federal government 
would ever be necessary.2 
 
Exemption for Insurance Company Investments in Separate Accounts 
 
As with the exemption for insurer investments for the general account, we were equally pleased to see 
that the federal financial agencies recognize that insurance company separate accounts should also be 
exempted from the proprietary trading prohibitions. However, we do seek clarification in the final rule 
regarding two issues. First, the term “insurance policies” in the rule is undefined. The agencies have 
exempted trading for the separate account on behalf of insurance policyholders only if the company 
purchases or sells the covered financial position solely for a separate account in connection with one or 
more “insurance policies” issued by the company.  Regulated insurance companies sell separate account 
products beyond insurance policies including variable annuities, guaranteed investment contracts, 
deposit-type contracts, for example and such separate account products should be considered insurance 
products for the purpose of the exemption.  
 
We, therefore, respectfully request that the agencies define insurance policies to include any products 
sold by regulated insurance companies including but not limited to insurance policies and annuities.  
 

                                                           
1 See, 12 U.S.C. 1851(d)(1)(D) and (F). 
 
2 We also note that the proposed rule contemplates a role for the Treasury Department’s Federal Insurance Office if such a 
review were to take place.  While we appreciate the role FIO plays as an additional resource regarding insurance matters, it is 
equally critical that such agencies consult with state insurance regulators through the NAIC.  Since its inception, the NAIC 
has served as the collective voice of the state insurance regulators and has provided the federal financial agencies valuable 
expertise regarding insurance regulatory matters. 
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Second, there are certain separate account insurance products that have minimum guarantees.  As with 
other separate account products, the profits and losses inure to the customers, but such products 
guarantee the customer a minimum rate of return on their investment.  These guarantees are funded 
through investments in the general account.  We respectfully request that the federal financial agencies 
clarify that the separate account products with minimum guarantees will be exempted from the 
prohibitions of the Volcker either because 1) they are treated as investments for the insurer’s general 
account, or 2) treated as a separate account investment made on behalf of customers. 
 
Investments in Hedge Funds and Private Equity Funds  
 
Several insurers also invest in private equity and hedge funds. Like other insurer investments for the 
general account, these investments are governed by state insurance laws and permitted up to specified 
limits.  Such investments are also required to be reported on Schedule BA of the Annual Statement 
(Exhibit 1). That schedule provides information such as the nature of the investment (private equity or 
hedge fund and strategy type), the percentage of ownership, investment income, fair value and carrying 
value. In reviewing the proposed rule, it was not clear whether the federal financial agencies propose to 
apply the insurer general account or separate account exemptions to investments in such funds even 
though such investments are permitted under state insurance laws.  We believe that Section 619 of the 
statute is clear that the agencies have authority to exempt such investments from the Volcker Rule 
prohibitions. 3   Given the existence of stringent insurer investment laws and investment reporting 
requirements, there is no reason that insurer investments in private equity or hedge funds should be 
treated differently than any other investments by insurers.   
 
The NAIC requests clarification in the final rule that such investments will be permitted provided they 
are conducted in compliance with state investment laws and under the same conditions that other insurer 
investments are permitted. 
 
Reporting Requirements 
 
Last, we appreciate the need for the federal financial agencies to have sufficient information to ensure, 
as was intended by the Volcker Rule, that bank funds are not being used for proprietary trading or 
covered fund activities.  However, we are deeply concerned that insurance companies, as affiliated 
“banking entities”, are subject to the proposed reporting requirements.  Insurance companies are highly 
regulated entities subject to detailed statutory reporting requirements, periodic risk focused 
examinations, quarterly financial analysis, prior approval of affiliate transactions, and extensive 
regulatory oversight especially as it relates to more volatile investment vehicles. These safeguards are 
designed to spot any activities that could affect the solvency of the insurer or run afoul of insurance laws 
designed to protect policyholder interests.  The proposed reporting requirements unnecessarily increase 
the regulatory burden even though insurance company general and separate accounts are intended to be 
exempt from Volcker Rule prohibitions.  
 
To that end, while we take no position on the reporting requirements for the banks or other affiliates of 
such banks, we respectfully request that the actual insurance company entities affiliated with the bank be 

                                                           
3 12 U.S.C. 1851(d) provides that: “Notwithstanding the restrictions under subsection(a),[ which include investments in 
hedge and private equity funds], to the extent permitted by any other provision of Federal or State law, and subject to the 
limitations under  paragraph (2) and any restrictions or limitations that the [federal financial agencies] may determine, the 
following activities are permitted.”   
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