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Accounting Practices and Procedures Manual
NAIC: A Comprehensive Guide

Introduction:

Navigating the complex world of insurance accounting can feel like traversing
a dense forest without a map. The National Association of Insurance
Commissioners (NAIC) sets crucial standards, and understanding their
recommended accounting practices and procedures is paramount for insurers of
all sizes. This comprehensive guide will illuminate the key components of a
robust NAIC-compliant accounting practices and procedures manual, offering
insights into its structure, essential contents, and the overall benefits of
meticulous financial record-keeping. Whether you're a seasoned insurance
professional or just starting your journey in the industry, this post will
equip you with the knowledge to build and maintain a compliant and efficient
accounting system. We'll delve into the specifics, breaking down the
complexities into manageable, actionable steps.

I. Understanding the Importance of an NAIC-Compliant Accounting Manual

The NAIC's influence on insurance accounting cannot be overstated. State
insurance regulators utilize NAIC guidelines to oversee the financial health
and solvency of insurance companies. A meticulously crafted accounting
practices and procedures manual not only ensures compliance but also
streamlines operations, minimizes errors, and provides a clear audit trail.
This translates to reduced risks of regulatory penalties, improved financial
reporting accuracy, and enhanced investor confidence. Furthermore, a well-
structured manual serves as an invaluable training tool for new employees,
ensuring consistency across the organization.

IT. Key Components of an Effective Accounting Practices and Procedures Manual
(NAIC-focused)

An effective accounting manual is more than just a collection of rules; it's
a living document that adapts to changes in regulations and business
practices. Key components include:

A. Introduction and Scope: This section should clearly define the purpose of
the manual, its target audience (e.g., accounting staff, auditors), and the
scope of its coverage (e.g., specific lines of insurance, accounting

standards followed). It should also explicitly state the manual's alignment



with NAIC guidelines and relevant accounting standards (like SAP).

B. Chart of Accounts: A detailed and well-organized chart of accounts is
foundational. This section should clearly define each account, its purpose,
and the specific transactions recorded within it. The chart should be
consistent with NAIC reporting requirements and allow for accurate tracking
of assets, liabilities, income, and expenses. Regular review and updates are
crucial to reflect changes in business operations.

C. Revenue Recognition: This chapter will detail the procedures for
recognizing insurance revenue in accordance with NAIC guidelines and
applicable accounting standards (e.g., IFRS 17, if applicable). This will
cover topics such as premium allocation, unearned premium reserves, and the
treatment of reinsurance. Specific examples and flowcharts can significantly
enhance understanding.

D. Expense Recognition: This section outlines the policies and procedures for
recognizing various expenses, including claims expenses, administrative
expenses, and commissions. It should include guidance on proper expense
classification, documentation requirements, and accrual accounting
principles. Specific procedures for tracking and allocating expenses should
be clearly defined.

E. Reserve Calculations: Adequate reserves are critical for insurance
solvency. This section should outline the methodologies used to calculate
various reserves, including loss reserves, unearned premium reserves, and
other liability reserves. It should demonstrate compliance with NAIC
guidelines for reserve calculations and the use of appropriate actuarial
models.

F. Reconciliations and Reporting: This section details the procedures for
performing various reconciliations, such as bank reconciliations,
intercompany reconciliations, and general ledger reconciliations. It should
also outline the procedures for generating financial statements, ensuring
compliance with NAIC reporting requirements. This may include detailed
instructions on preparing statutory financial statements.

G. Internal Controls: Strong internal controls are essential for preventing
and detecting errors and fraud. This section should describe the
organization's internal control framework, outlining key controls related to
authorization, recording, and custody of assets. This section should align
with the COSO framework.

H. Audit Trail and Documentation: Maintaining a comprehensive audit trail is
crucial for regulatory compliance and effective internal auditing. This
section will explain how transactions are documented, archived, and accessed.
This includes policies for data retention and the use of electronic document
management systems.

I. Policy and Procedure Updates: This section outlines the process for
updating the accounting practices and procedures manual to reflect changes in



regulations, accounting standards, or business practices. It should detail
how updates are communicated to staff and how version control is maintained.

III. Sample Accounting Practices and Procedures Manual Outline (NAIC-Focused)
Manual Title: "Accounting Practices and Procedures Manual — [Company Name]"
Contents:

Introduction: Purpose, Scope, Applicability, NAIC Compliance Statement.
Chapter 1: Chart of Accounts and General Ledger Procedures: Detailed chart of
accounts, account definitions, transaction recording procedures, and general
ledger maintenance.

Chapter 2: Revenue Recognition: Policies and procedures for recognizing
insurance premiums, including allocation methods, unearned premium reserves,
and treatment of reinsurance. Examples and flowcharts.

Chapter 3: Expense Recognition: Policies and procedures for classifying and
recognizing all expenses, including detailed examples and supporting
documentation requirements.

Chapter 4: Reserve Calculations: Methodology for calculating loss reserves,
unearned premium reserves, and other liability reserves, including actuarial
methods and compliance with NAIC guidelines.

Chapter 5: Financial Reporting and Reconciliation: Procedures for preparing
statutory financial statements, performing reconciliations, and meeting NAIC
reporting deadlines.

Chapter 6: Internal Controls: Description of the internal control framework,
focusing on segregation of duties, authorization procedures, and monitoring
activities.

Chapter 7: Audit Trail and Documentation: Policies for document retention,
data security, and maintaining a comprehensive audit trail.

Chapter 8: Policy and Procedure Updates: Process for reviewing, updating, and
distributing revisions to the manual.

Appendix: Supporting documents, forms, and templates.

IV. Detailed Explanation of Qutline Points

Each chapter outlined above requires a detailed explanation and should
include specific examples, flowcharts, and supporting documentation relevant
to the insurance industry and compliant with NAIC regulations. For instance,
Chapter 2 (Revenue Recognition) should include specific examples of premium
allocation methods for different insurance products, a clear explanation of
how unearned premiums are calculated and accounted for, and the procedures
for handling reinsurance transactions. Similarly, Chapter 4 (Reserve
Calculations) will need to address the specific methodologies used for loss
reserving, potentially referencing actuarial models and providing detailed
formulas or examples of calculations. The level of detail should be
sufficient for both training new staff and guiding experienced professionals
in daily accounting tasks.



V. Frequently Asked Questions (FAQs)

1. What is the NAIC, and why is its guidance important for insurance
accounting? The NAIC (National Association of Insurance Commissioners)
develops model laws and regulations for insurance companies. Compliance
ensures financial stability and protects policyholders.

1. How often should my accounting practices and procedures manual be
updated? At least annually, or more frequently if there are significant
regulatory changes, accounting standard updates, or changes to your
business operations.

1. What are the penalties for non-compliance with NAIC accounting
guidelines? Penalties can range from fines and regulatory action to
license revocation, depending on the severity of the non-compliance.

1. Can I use a generic accounting manual template, or do I need a custom
one? While templates can be helpful, a custom manual tailored to your
specific insurance products and operations is recommended for optimal
compliance.

1. What software can help me manage my insurance accounting and comply with
NAIC requirements? Several specialized insurance accounting software
packages are available. Research and choose a system that fits your
needs.

1. Who is responsible for maintaining the accounting practices and
procedures manual? This responsibility typically falls on the accounting
department, but oversight should come from senior management.

1. How do I ensure my staff understands and follows the manual's
procedures? Regular training, testing, and ongoing communication are
essential for ensuring compliance.



1. What role does internal audit play in ensuring compliance with the
manual? Internal audit should regularly review the accounting procedures
and controls to ensure effectiveness and compliance with NAIC standards.

1. Where can I find additional resources on NAIC accounting guidelines? The
NAIC website is the primary source of information. Additionally,
professional organizations and consulting firms offer guidance.

VI. Related Articles:

1. Insurance Accounting Software Solutions: A review of popular software
options for streamlining insurance accounting processes.

2. Understanding Insurance Regulatory Compliance: A deeper dive into
insurance regulatory requirements and best practices.

3. The Importance of Internal Controls in Insurance Accounting: Focusing on
safeguarding assets and preventing fraud.

4. Loss Reserve Calculations for Property and Casualty Insurers: Detailed
explanations of loss reserving techniques.

5. IFRS 17 and its Impact on Insurance Accounting: A guide to the new
international accounting standard.

6. Effective Audit Trails for Insurance Companies: Best practices for
maintaining complete and accurate documentation.

7. NAIC Annual Statement Preparation: A step-by-step guide to completing
the annual statement.

8. Managing Unearned Premium Reserves: Strategies for effectively managing
and accounting for unearned premiums.

9. Risk Management and its Relation to Insurance Accounting: How strong
risk management impacts financial reporting.

This comprehensive guide provides a solid foundation for creating and
maintaining a robust NAIC-compliant accounting practices and procedures
manual. Remember that this is a dynamic process, requiring continuous



monitoring and adaptation to evolving regulatory landscapes and best
practices within the insurance industry. Staying informed and proactive will
ensure your organization's financial integrity and regulatory compliance.
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Manual Steven M. Bragg, 2012-06-19 Now in a fifth edition, Accounting Policies and Procedures
Manual: A Blueprint for Running an Effective and Efficient Department is a how-to guide on creating
an effective and efficient accounting department policies and procedures manual. Written by Steven
Bragg, the foremost authority in accounting and controllership issues, the new edition includes: A
new, complimentary Web site providing readers with the foundation for creating or enhancing their
accounting department policies and procedures manual More coverage of accounting procedures
including inventory, billing, cash receipts, pricing, order entry, credit, collections, sales returns,
capital budgeting, cash forecasting, payroll, and closing the books Accounting Policies and
Procedures Manual is the tool every accounting department needs to regularize and systematize its
procedures to match the best in the industry.
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Federal Government United States Government Accountability Office, 2019-03-24 Policymakers
and program managers are continually seeking ways to improve accountability in achieving an
entity's mission. A key factor in improving accountability in achieving an entity's mission is to
implement an effective internal control system. An effective internal control system helps an entity
adapt to shifting environments, evolving demands, changing risks, and new priorities. As programs
change and entities strive to improve operational processes and implement new technology,
management continually evaluates its internal control system so that it is effective and updated
when necessary. Section 3512 (c) and (d) of Title 31 of the United States Code (commonly known as
the Federal Managers' Financial Integrity Act (FMFIA)) requires the Comptroller General to issue
standards for internal control in the federal government.

accounting practices and procedures manual naic: 2019 Accounting Practices and
Procedures Manual Naic, 2019-03-15
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accounting practices and procedures manual naic: NAIC Accounting Practices and
Procedures Manual, As of March 2015, 2015-03-20

accounting practices and procedures manual naic: Coordinated Examination Program
(CEP)., 1991

accounting practices and procedures manual naic: 2019 States' Prescribed Differences
from NAIC Statutory Accounting Principles Naic, 2023-01-13 The Accounting Practices and
Procedures Manual presents a comprehensive basis of accounting that should be followed if not in
conflict with state statutes and/or regulations. Should the domiciliary state set forth accounting
guidance that differs from the AP&P Manual, disclosures of such must be made. This publication
provides information regarding each state's prescribed differences from NAIC statutory accounting
principles, including a citation to the respective state statute and/or regulation
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Insurance Companies American Institute of Certified Public Accountants. Insurance Companies




Committee, 1990
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Statement Blanks Naic, 2020-06

accounting practices and procedures manual naic: Regulation of Savings and Loan Holding
Companies United States. Congress. House. Committee on Banking and Currency, 1957

accounting practices and procedures manual naic: Proceedings of the Casualty Actuarial
Society Casualty Actuarial Society, 1999 List of members for the years 1914-20 are included in v.
1-7, after which they are continued in the Year book of the society, begun in 1922.

accounting practices and procedures manual naic: Life, Health & Annuity Reinsurance John
E. Tiller, Denise Fagerberg Tiller, 2015 Life, Health, & Annuity Reinsurance addresses the many
issues and considerations involved in reinsurance for life, health and annuity companies. Although
written by actuaries, it may be read by anyone interested in the topic and does not require an
actuarial background--
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Certified Public Accountants. Banking Committee, 1984
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Manual As Of 2014 Naic, 2014-03

accounting practices and procedures manual naic: Accounting Practices and
Procedures Manual As Of 2013 Naic, 2013-04

accounting practices and procedures manual naic: Audit and Accounting Guide: Property
and Liability Insurance Entities 2018 AICPA, 2019-01-14 Get authoritative accounting and auditing
guidance. Educate staff on the property and liability insurance industry, its products and regulatory
issues, and the related transaction cycles an insurance entity is involved with. This guide contains
updates on current GAAP and statutory accounting and audit guidance, as well as relevant guidance
contained in standards issued through September 1, 2018 which have a major impact on insurance
entities, including: FASB ASU No. 2016-01 and AICPA Q&A Section 7100.15: Insurance Companies
and the Definition of Public Business Entity Revenue Recognition Implementation Issue:
Considerations for Applying the Scope Exception in FASB ASC 606-10-15-2 and 606-10-15-4 to
Contracts Within the Scope of FASB ASC 944

accounting practices and procedures manual naic: Audit and Accounting Guide:
Property and Liability Insurance Entities 2016 AICPA, 2018-02-21 Considered the industry
standard resource, this guide provides practical guidance, essential information and hands-on advice
on the many aspects of accounting and authoritative auditing for employee benefit plans. This new
2016 edition is packed with information on new requirements -- including the simplification of
disclosure requirements for investments in certain entities that calculate net asset value per share
(or its equivalent), the simplification of disclosures for fully benefit-responsive investment contracts,
plan investment disclosures, and measurement date practical expedient, and a new employee stock
ownership plans chapter that includes both accounting and auditing.

accounting practices and procedures manual naic: Audit and Accounting Guide: Life
and Health Insurance Entities 2018 AICPA, 2018-10-26 This book helps simplify the complexities
of insurance entity regulatory compliance. Whether performing audit engagements or management
at an insurance entity, the 2018 edition of this guide is a must-have resource to keep abreast of
recent regulatory changes related to the life and health insurance industry, its products and
regulatory issues, and the related transaction cycles that an insurance entity is involved with. New
to the 2018 edition: This edition covers recent regulatory updates related to the Affordable Care Act
and provides guidance for new standards that impact life and health insurance, including revenue
recognition, financial instruments, leases, and more.

accounting practices and procedures manual naic: Risk retention groups common
regulatory standards and greater member protections are needed : report to the Chairman,
Committee on Financial Services, House of Representatives. ,

accounting practices and procedures manual naic: Health Care Entities, September




2017 AICPA, 2017-10-20 It is critical that auditors understand the complexities of the specialized
accounting and regulatory requirements of the health care industry. This guide is considered the
industry standard resource and the 2017 update contains practical, how-to guidance for accounting
and auditing of health care entities. Prepared and reviewed by industry experts to provide hands on,
practical guidance for those who work in and with health care entities, this 2017 edition includes
relevant GASB and FASB updates (including those related to private companies), and auditor
involvement with municipal securities findings. Further, SAS No. 133, Auditor Involvement With
Exempt Offering Documents will be important in this industry. The clarification made by this
standard will be very helpful to auditors in understanding their requirements related to public
offering documents that include audited financial statements.

accounting practices and procedures manual naic: Banking and Financial Services
Melanie L. Fein, Esq Fein, 2006-04-24 For banks, insurance companies and securities firms
preparing to capitalize on the rapidly accelerating trend towards financial services convergence, the
possibilities are virtually endless. This book provides coverage of essential financial services
regulation. It offers red flags pinpointing regulatory obstacles and pitfalls.

accounting practices and procedures manual naic: Insurance Company Solvency United
States. Congress. Senate. Committee on the Judiciary. Subcommittee on Antitrust, Monopolies, and
Business Rights, 1991

accounting practices and procedures manual naic: State Solvency Regulation of
Property-casualty and Life Insurance Companies United States. Advisory Commission on
Intergovernmental Relations, 1992

accounting practices and procedures manual naic: The Massachusetts register , 1997

accounting practices and procedures manual naic: Insurance Company Failures United
States. Congress. House. Committee on Energy and Commerce. Subcommittee on Oversight and
Investigations, 1992

accounting practices and procedures manual naic: Efforts to Combat Fraud and Abuse in
the Insurance Industry United States. Congress. Senate. Committee on Governmental Affairs.
Permanent Subcommittee on Investigations, 1991

accounting practices and procedures manual naic: Efforts to Combat Fraud and Abuse in
the Insurance Industry: April 29-30, 1992 United States. Congress. Senate. Committee on
Governmental Affairs. Permanent Subcommittee on Investigations, 1991

accounting practices and procedures manual naic: Property and Liability Insurance Entities
2019 AICPA, 2020-02-07 Stay up—to—date on current GAAP and statutory accounting and audit
guidance for property and liability insurance entities. This guide provides a good grounding on the
industry, its products and regulatory issues, and the related transaction cycles that a property and
liability insurance entity is involved with. Relevant guidance contained in standards issued through
September 1, 2019, is covered, including the following: FASB ASU No. 2017-12, Derivatives and
Hedging (Topic 815): Targeted Improvements to Accounting for Hedging Activities SSAP No. 26R,
Bonds SSAP No. 43R, Loan-backed and Structured Securities SSAP No. 97, Investments in
Subsidiary, Controlled and Affiliated Entities Revised for SSAP No. 101, Income Taxes, and NAIC
INT 18-03, Additional Elements Under the Tax Cuts and Jobs Act Key topics covered: Understand
current GAAP and statutory accounting for property and liability insurance entities. Get
authoritative accounting and auditing guidance applicable to property and liability Understand
current GAAP and statutory accounting for property and liability insurance entities. Get
authoritative accounting and auditing guidance applicable to property and liability insurance
entities. Properly develop an audit plan for auditing loss reserves. Easily educate your staff on
property and liability insurance.

accounting practices and procedures manual naic: Federal Income Taxation of Property
and Casualty Insurance Companies Ernst & Young LLP, 1996-04-30 This is the first book to address
the special rules that apply to the taxation of all property and casualty insurance companies,
including life insurance companies with property/casualty insurance operations. It covers the special




rules that apply to the taxation of captive insurance companies in addition to the general rules that
are usually applicable to a captive insurance company. At the same time, it examines the fact that
many healthcare organizations are now considered to be insurance companies and will be taxed as
such under all the various healthcare reform proposals. Includes a sample tax return for property
and casualty insurance companies, Form 1120PC, and guidance on how to read and review a
property and/or casualty company annual report.

accounting practices and procedures manual naic: Smart Insurance Reform United States.
Congress. House. Committee on Financial Services. Subcommittee on Capital Markets, Insurance,
and Government Sponsored Enterprises, 2006

accounting practices and procedures manual naic: Valuation of Life Insurance Liabilities
Louis J. Lombardi, 2006

accounting practices and procedures manual naic: Life, Health & Annuity Reinsurance
John E. Tiller, Denise Fagerberg Tiller, 2005

accounting practices and procedures manual naic: Insurance regulation and
competition for the 21st century United States. Congress. House. Committee on Financial
Services. Subcommittee on Capital Markets, Insurance, and Government Sponsored Enterprises,
2002

accounting practices and procedures manual naic: Accountants' Handbook, Special
Industries and Special Topics D. R. Carmichael, Lynford Graham, 2012-06-05 This highly
regarded reference is relied on by a considerable part of the accounting profession in their
day-to-day work. This handbook is the first place accountants, auditors, bankers, lawyers, financial
analysts, and other preparers and users of accounting information look to find answers to questions
on accounting and financial reporting. The new edition will be updated to reflect the new FASB
Codification, as well as including expanded coverage of fair value and guidance on developing fair
value estimates, fraud risk and exposure, healthcare, and IFRS.

accounting practices and procedures manual naic: Proceedings of the National
Association of Insurance Commissioners National Association of Insurance Commissioners.
Meeting, 1995

accounting practices and procedures manual naic: United States International Monetary
Fund. Monetary and Capital Markets Department, 2015-04-02 This paper discusses key findings of
the Detailed Assessment of Observance of the Insurance Core Principles on the United States. The
assessment finds a reasonable level of observance of the Insurance Core Principles. There are many
areas of strength, including at state level the powerful capacity for financial analysis with peer
group review and challenge through the processes of the National Association of Insurance
Commissioners. Lead state regulation is developing and a network of international supervisory
colleges has been put in place. Key areas for development include the valuation standard of the state
regulators, especially for life insurance, and group capital standards.
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