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S&P Revises Outlooks 
on Six Insurance Groups 
Following Revision 
to Outlook on U.S. 
Sovereign Rating

On June 10, S&P revised the outlook on the 
sovereign credit rating of the United States of 
America to stable from negative. S&P followed 
the announcement by revising the outlook 
on six U.S. insurance groups to stable from 
negative. The affected groups included Teachers 
Insurance & Annuity Association, Massachu-
setts Mutual Life Insurance Co., Northwestern 
Mutual Life Insurance Co., and New York Life 
Insurance Co. The financial strength rating for 
the companies remains “AA+” (Very Strong). 

In August 2011, S&P downgraded the U.S. 
credit rating to “AA+” with a negative outlook 
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and similarly downgraded the ratings of the 
aforementioned insurance groups under the 
premise that the groups had significant invest-
ments tied to the U.S. S&P’s rating policy pro-
hibits the ratings of companies with significant 
ties to a country to have ratings higher than the 
country’s sovereign credit rating.

R
Fitch’s Credit Outlook 
for U.S. Life Insurance 
Industry Remains Stable 
for 2013
Fitch Ratings maintained their stable outlook 
for the U.S. life insurance industry reflecting the 
industry’s strong balance sheet fundamentals 
and improved liquidity profile. Fitch said 
these positive factors help mitigate its ongoing 
concerns over challenging macroeconomic 
conditions pressuring industry operating 
fundamentals. Fitch said the large majority of 
its North American insurance rating actions 
in 2012 and into 2013 were affirmations with 
stable outlooks. 

Fitch expects sustained low interest rates over 
the next two years will negatively impact earn-
ings growth rates, but will not have a material 
effect on industry capital. If interest rates 
remain low much beyond 2014, Fitch stated 
that its outlook for the industry would likely 
turn negative.
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(Continued on next page)

The New Capital Rule and BOLI
The Office of the Comptroller of the Currency and Board of Governors of the Federal Reserve System (Board), are 
adopting a final rule that revises their risk-based and leverage capital requirements for banking organizations. The 
FDIC is adopting a substantially identical interim rule with request for comments. A considerable period of time has 
passed since the proposals were made to this final rule, and although major changes were made with regard to mini-
mal capital requirements, the real surprise was that some critical items in the proposal were omitted in the final rule.

Treatment for residential mortgage exposures went unchanged and an option to exclude Accumulated Other Com-
prehensive Income (AOCI) components in regulatory capital were part of the final capital rule.

Risk-Weighting for BOLI
While there were revisions to risk weights, the risk weighting for Bank-Owned Life Insurance (BOLI) assets remained 
essentially unchanged. General Account BOLI continues to receive a 100% risk weighting. Banks holding Separate or 
Hybrid Account BOLI assets, for risk weighting purposes, must treat these similarly to an exposure to an investment 
fund. There continues to be a 20% risk weight floor applied to these product types and a bank must utilize one of 
the following three look-through approaches to determine risk for the underlying account asset:

Category Current Risk Weight New Capital Rule Section

Equity exposure 
to investment 
funds

There is a 20% risk weight floor on 
investment fund holdings.

Two approaches available:

1.	 Risk weight is the same as the 
highest risk weight investment 
the fund is permitted to hold.

2.	 A banking organization may 
assign risk weight on a pro rata 
basis based on the investment 
limits in the fund’s prospectus. 

Unchanged

1.	 Unchanged. (Now called the 
Simple Modified Look-Through 
Approach.)

2.	 Unchanged. (Now called the 
Alternative Modified Look-
Through Approach.) 

3.	 A third treatment (called the 
Full Look-Through Approach) 
has been introduced and it risk 
weights each asset of the fund 
(as if owned directly) and mul-
tiplies by the banking organiza-
tion’s proportional ownership in 
the fund.

Subpart D, §.53

Source:  OCC New Capital Rule Community Bank Guide;  
http://www.occ.gov/news-issuances/news-releases/2013/2013-110b.pdf
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Capital Conservation Buffers
Also under the new rule, community banks must hold minimum capital conservation buffers in order to avoid 
limitations on capital distributions, including dividends, as well as certain discretionary bonus payments to executive 
officers. The following table illustrates the amount that a bank can pay out in capital distributions or discretionary 
bonus payments.

Capital Conservation Buffer*  
(As a Percentage of  

Risk-Weighted Assets) 

Maximum Payout  
(As a Percentage of  

Eligible Retained Income) 
Greater than 2.5% No payout limitation applies 

Less than or equal to 2.5% and greater than 1.875% 60% 

Less than or equal to 1.875% and greater than 1.25% 40% 

Less than or equal to 1.25% and greater than 0.625% 20% 

Less than or equal to 0.625% 0% 

Source:  OCC New Capital Rule Community Bank Guide;  
http://www.occ.gov/news-issuances/news-releases/2013/2013-110b.pdf

*The capital conservation buffer requirements will be gradually phased-in beginning January 1, 2016.

Links

The full rule and guidelines to the rule can be found at the following sites:

Final Rule:
http://www.fdic.gov/news/board/2013/2013-07-09_notice_dis_a_res.pdf?source=govdelivery

OCC New Capital Rule Community Bank Guide:
http://www.occ.gov/news-issuances/news-releases/2013/2013-110b.pdf

OCC Quick Reference Guide for Community Banks:
http://www.occ.gov/news-issuances/news-releases/2013/2013-110c.pdf

Expanded Community Bank Guide to the New Capital Rule for FDIC-Supervised Banks:
http://www.fdic.gov/regulations/capital/Community_Bank_Guide_Expanded.pdf

Federal Reserve Guide for Community Banks:
http://www.federalreserve.gov/commbankguide20130702.pdf

ICBA Summary:
http://www.icba.org/files/ICBASites/PDFs/BaselIIIFinalRuleSummary.pdf

ABA Basel III Newsbytes Edition:
http://www.aba.com/Issues/Documents/NewsbytesSpecialEditionBaselIII.pdf
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Sun Life Financial 
Completes Sale of Domestic 
U.S. Entities to Delaware 
Life Holdings

On August 2, 2013, Sun Life Financial completed the 
sale of two domestic U.S. entities to Delaware Life 
Holdings (Delaware Life):

�� Sun Life Assurance Company of Canada U.S. (Sun 
Life US)

�� Sun Life Insurance & Annuity Company of New 
York (Sun Life NY)

Delaware Life is owned by shareholders of Guggen-
heim Partners (Guggenheim), a privately held global 
financial services firm with more than $160 billion in 
assets under management. Guggenheim provides asset 
management, investment banking, and capital markets 
services, as well as insurance, institutional finance, and 
investment advisory solutions, to institutions, govern-
ments and agencies, corporations, investment advisors, 
family offices, and individuals.

M Commentary
M Financial sees the closing of the Sun Life/Delaware 
Life transaction, in conjunction with the NY regulatory 
approval with additional policyholder protections 
and the strong track record of Guggenheim managing 
Security Benefit Life, as positive signs that Guggenheim/
Delaware Life will manage M Financial’s in-force block 
consistent with our standards.

In addition, M Financial has secured a service agree-
ment with Delaware Life regarding business with Sun 
Life placed by M Member Firms such as M Benefit 
Solutions. The service agreement, which applies to 
business transferred to Delaware Life, includes service 
standards, contacts, and annual meetings between the 
management teams regarding the management of the 
in-force block.
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Just the FAQs

Q:  Why do life insurance companies ask 
for a W9 Form before paying a tax-free 
policy death benefit?

A:  Except in uncommon circumstances, 
life insurance death benefits are not 
subject to income tax when received by 
a policy beneficiary. However, all but 
a few states require insurance compa-
nies to credit interest on life insurance 
death claims to prevent the insurer from 
profiting on pending claim payments 
(i.e., by holding the money that will be 
used to pay the claim after the insured’s 
death and continuing to receive earn-
ings on it). While the requirements differ 
from state to state, interest is generally 
credited from the date the insured dies 
to the date the insurer pays the death 
claim. The interest is subject to income 
tax because it is in addition to the life 
insurance policy death benefit. Insurance 
companies require policy beneficiaries 
to submit a W9 Form in order obtain the 
information needed to correctly report 
the taxable income to the IRS and to the 
beneficiary.
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ING U.S. IPO in May 2013 
and Rebranding as Voya 
Financial in 2014
In May 2013, ING U.S., Inc. (ING US) made an initial 
public offering. The offering of 65 million shares at 
$19.50/share provided ING US with nearly $600 mil-
lion in new capital and reduced the ownership stake by 
parent company ING Groep N.V. to 75%. Following the 
offering, Moody’s Investors Service commented on the 
event as a “credit positive” for ING US. Moody’s said the 
IPO will improve the company’s overall capitalization 
and financial flexibility. 

In addition, the company will be rebranded Voya 
Financial; however, the rebranding will not begin prior 
to 2014 and is not expected to be fully complete until 
late 2014 at the earliest.

M Benefit Solutions and M Financial remain in regular 
contact with ING US to gain a better understanding 
of the transaction and advocate on behalf of clients 
to ensure our standards and expectations are met. 
M Benefit Solutions and M Financial will continue to 
proactively monitor developments with ING US and 
provide information as it becomes available.

r

Recent Event

FMS 2013 Finance & Accounting Forum

June 16–18, 2013 
Seaport Hotel & World Trade Center 
Boston, MA

Upcoming Event

2013 ABA Annual Convention

October 20–22, 2013 
Hyatt Regency 
New Orleans, LA
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Advisor Firms

M Benefit Solutions - Bank Strategies is structured to provide our clients with consistent nationwide coverage.  
We have identified several Advisors with extensive experience in bank executive and director benefits and BOLI  
to provide consulting services to clients nationwide.*

Distributed throughout the country, these Advisors work interactively with M Benefit Solutions and bank clients to 
design programs which meet each bank’s specific needs and to ensure high quality administrative and compliance 
services.

ECI/Bank Benefits

Thomas V. Lynch
tlynch@ecicompanies.com
Minneapolis, MN
Phone:  952.885.2727; Fax:  952.885.0995

Evergreen Consulting, Inc.
James Cheney
jcheney@evergreenci.com

Robert Kozloski
rkozloski@evergreenci.com
Chattanooga, TN
Phone:  423.756.3828; Fax:  423.265.0735

Financial Designs Ltd.
Gerald Middel
jmiddel@fdltd.com 
Denver, CO
Phone:  303.948.4068; Fax:  303.832.7100

Goldstein Financial Group

Murray Hoyt
mhoyt@goldsteinfinancial.com 
Deerfield, IL
Phone:  720.838.8978

GW Financial, LLC
John Gagnon
jgagnon@bolicoli.com
Reading, MA
Phone:  781.942.5700; Fax:  781.942.5710

M Benefit Solutions - Bank Strategies

Mark Boomgaarden
mark.boomgaarden@mben.com
St. Peter, MN
Phone:  952.334.3239

Douglas Harper
douglas.harper@mben.com
Carefree, AZ
Chicago, IL
Phone:  480.223.8141

Thomas J. Jordan
tom.jordan@mben.com
Austin, TX
Phone:  512.656.9950

Dan Wagner
dan.wagner@mben.com
Chesterfield, MO
Phone:  636.530.1635

*These Advisors are associated with our Broker/Dealer, M Holdings Securities, Inc.



A u g u s t  2 0 1 3

M Financial Plaza, 1125 NW Couch Street, Suite 900, Portland, OR 97209       503.238.1813       www.mben.com/bank

The information incorporated into this presentation has been taken from sources, which we believe to be reliable, but there is 
no guarantee as to its accuracy.

This material is intended for informational purposes only and should not be construed as legal or tax advice and is not 
intended to replace the advice of a qualified attorney, tax advisor or plan provider. Please consult with your attorney or tax 
advisor as applicable.

Pursuant to IRS Circular 230, M Benefit Solutions notifies you as follows:  The information contained in this document is not 
intended to and cannot be used by anyone to avoid IRS penalties.

ICBA preferred service providers are chosen by the ICBA Bank Services Committee. For details, please visit the following web 
site address:  http://www.icba.org/psp/.

About M Benefit Solutions - Bank Strategies

M Benefit Solutions - Bank Strategies, based in Portland, Oregon, is a division of M Benefit Solutions, a Subsidiary  
of M Financial Group. Please go to www.mfin.com/DisclosureStatement.htm for further details regarding this 
relationship. M Benefit Solutions is a recognized leader in the community bank executive and director benefits and 
BOLI marketplace. Through a network of firms located in key markets across the country, M Benefit Solutions - Bank 
Strategies helps banks attract, retain, and reward key executives and directors through the design, implementation, 
and administration of benefit programs that aim to maximize the use of a bank’s financial resources. M Benefit  
Solutions - Bank Strategies is the Independent Community Bankers of America’s (ICBA) Preferred Service Provider 
for executive and director benefits and BOLI. For more information, please visit www.mben.com/bank.


