Attachment 20


Bond Definition

Proposed Reporting Lines – Schedule BA

2023 Spring NM Exposure

This document proposes annual statement reporting line and descriptions for suggested reporting lines for investments reported as other invested assets on Schedule BA. The main focus is to categorize debt securities 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. 21—Other Invested Assets. As detailed within, other revisions have also been proposed to update the schedule. 

Comments are requested on all aspects of this document – including whether reporting lines should be added or deleted as well as the suggested instructions to clarify what should be captured in each location. 

SCHEDULE BA – PARTS 1, 2 AND 3
OTHER LONG‑TERM INVESTED ASSETS – GENERAL INSTRUCTIONS
Include only those classes of invested assets not clearly or normally includable in any other invested asset schedule, or that have been specifically identified for reporting on Schedule BA: Other Invested Assets. 
For accounting guidance related to foreign currency transactions and translations, refer to SSAP No. 23—Foreign Currency Transactions and Translations.

If a reporting entity has any detail lines reported for any of the following required groups, categories, or subcategories, it shall report the subtotal amount of the corresponding group, category, or subcategory, with the specified subtotal line number appearing in the same manner and location as the pre‑printed total or grand total line and number:

Group or Category
Line Number

Debt Securities That Do Not Qualify as Bonds
Debt Securities That Do Not Reflect a Creditor Relationship in Substance

NAIC Designation Assigned by the Securities Valuation Office (SVO)

Unaffiliated


Affiliated


NAIC Designation Not Assigned by the Securities Valuation Office (SVO)
Unaffiliated


Affiliated


Debt Securities That Lack Substantive Credit Enhancement

NAIC Designation Assigned by the Securities Valuation Office (SVO)

Unaffiliated


Affiliated


NAIC Designation Not Assigned by the Securities Valuation Office (SVO)
Unaffiliated


Affiliated


Debt Securities That Do Not Qualify as Bonds Solely to a Lack Of Meaningful Cash Flows

NAIC Designation Assigned by the Securities Valuation Office (SVO)

Unaffiliated


Affiliated


NAIC Designation Not Assigned by the Securities Valuation Office (SVO)
Unaffiliated


Affiliated
















Joint Venture (Including Non-Registered Private Funds), Partnership or Limited Liability Company Interests with Underlying Assets Having the Characteristics of:

Fixed Income Instruments

NAIC Designation Assigned by the Securities Valuation Office (SVO)

Unaffiliated
1599999

Affiliated
1699999

NAIC Designation Not Assigned by the Securities Valuation Office (SVO)
Unaffiliated
1799999
Affiliated
1899999

Common Stocks

Unaffiliated
1999999

Affiliated
2099999

Real Estate

Unaffiliated
2199999

Affiliated
2299999

Mortgage Loans

Unaffiliated
2399999

Affiliated
2499999

Other

Unaffiliated
2599999

Affiliated
2699999

Surplus Debentures, etc.

Unaffiliated
2799999

Affiliated
2899999

Collateral Loans

Unaffiliated
2999999

Affiliated
3099999

Non-collateral Loans

Unaffiliated
3199999

Affiliated
3299999
Capital Notes

Unaffiliated
3399999

Affiliated
3499999

Guaranteed Federal Low Income Housing Tax Credit

Unaffiliated
3599999

Affiliated
3699999

Non-Guaranteed Federal Low Income Housing Tax Credit

Unaffiliated
3799999

Affiliated
3899999

Guaranteed State Low Income Housing Tax Credit

Unaffiliated
3999999

Affiliated
4099999

Non-Guaranteed State Low Income Housing Tax Credit

Unaffiliated
4199999

Affiliated
4299999
All Other Low Income Housing Tax Credit

Unaffiliated
4399999

Affiliated
4499999

NAIC Staff Note: The reporting lines for Low Income Housing Tax Credits are anticipated to be updated as part of the current tax credit investment statutory accounting review. 

Working Capital Finance Investment

Unaffiliated
4599999

Residual Tranches or Interests with Underlying Assets Having Characteristics of:
Fixed Income Instruments

Unaffiliated
4699999

Affiliated
4799999

Common Stock

Unaffiliated
4899999

Affiliated
4999999

Preferred Stock

Unaffiliated
5099999

Affiliated
5199999

Real Estate

Unaffiliated
5299999

Affiliated
5399999

Mortgage Loans

Unaffiliated
5499999

Affiliated
5599999

Other 

Unaffiliated
5699999

Affiliated
5799999
Any Other Class of Assets

Unaffiliated
5899999
Affiliated
5999999
Subtotals

Unaffiliated
6099999
Affiliated
6199999
TOTALS
6299999
The following listing is intended to give examples of investments to be included in each category; however, the list should not be considered all-inclusive:









Debt Securities That Do Not Qualify as Bonds

Include:
Debt securities captured in SSAP No. 21—Other Admitted Assets. This is specific to securities, as that term is defined in SSAP No. 26—Bonds, whereby there is a fixed schedule for one or more future payments (referred to as debt securities), but for which the security does not qualify for bond reporting under SSAP No. 26 as an issuer credit obligation or an asset-backed security. 
Investments that have been assigned an NAIC designation by the Securities Valuation Office (SVO) pursuant to the policies in the Purposes and Procedures Manual of the NAIC Investment Analysis Office shall be reported on Lines 0799999 and 0899999.

Investments that have not been assigned an NAIC designation by the Securities Valuation Office (SVO) pursuant to the policies in the Purposes and Procedures Manual of the NAIC Investment Analysis Office for this category. Designations received from an SEC NRSRO are permitted to be reported but are not required. Report these investments on Lines 0999999, 1099999, 1199999, 1299999, 1399999 and 1499999.
Exclude:
Any investment that does not qualify as a security. This term is defined in SSAP No. 26R. 

Any investment that is not captured as a debt security that does not qualify as a bond pursuant to SSAP No. 21R—Other Admitted Assets.  




Joint Ventures (Including Non-Registered Private Funds), Partnership or Limited Liability Company Interests with Underlying Assets Having the Characteristics:

Fixed Income Instruments

Include:
Joint venture (including non-registered private funds), partnership or limited liability company investments that are engaged in bond or preferred stock fixed income strategies.
.

Investments on the NAIC List of Schedule BA Non-Registered Private Funds with Underlying Assets Having Characteristics of Bonds or Preferred Stock that has been assigned an NAIC designation by the Securities Valuation Office (SVO) pursuant to the policies in the Purposes and Procedures Manual of the NAIC Investment Analysis Office. Report these investments on Lines 1599999 and 1699999.

Investments that have not been assigned an NAIC designation by the Securities Valuation Office (SVO) pursuant to the policies in the Purposes and Procedures Manual of the NAIC Investment Analysis Office. Designations received from an SEC NRSRO are permitted to be reported but are not required. Report these investments on Lines 1799999 and 1899999.
Common Stocks

Include:
Venture Capital Funds or other underlying equity investments.

Real Estate

Include:
Real estate development interest. Reporting should be consistent with the detailed property analysis appropriate for the corresponding risk-based capital factor for this investment category. If the requisite details are not available for reporting, report under “Other” subcategory.
Mortgage Loans
Include:
Mortgage obligations. Reporting should be consistent with the detailed property analysis appropriate for the corresponding risk-based capital factor for this investment category. If the requisite details are not available for reporting, report under “Other” subcategory. 

Other

Include:
Limited partnership interests in oil and gas production.

Forest product partnerships.

Investments within the Joint Venture and Partnership Interests category that do not qualify for inclusion in the “Fixed Income Instruments,” “Common Stocks,” “Real Estate” or “Mortgage Loans” subcategories.


Surplus Debentures, etc.

Include:
That portion of any subordinated indebtedness, surplus debenture, surplus note, debenture note, premium income note, bond, or other contingent evidence of indebtedness that is reported in the surplus of the issuer.

Collateral Loans

Include:
Refer to SSAP No. 21R—Other Admitted Assets for a definition of collateral loans. Loans that are backed by any form of collateral, regardless of if the collateral is sufficient to fully cover the loan, shall be captured in this category. Guidance in SSAP No. 21R shall be followed to determine nonadmittance


In the description column, the name of the actual borrower and state if the borrower is a parent, subsidiary, affiliate, officer or director. Also include the type of collateral held.
Non-collateral Loans

Include:
Non-collateral loans are considered the unpaid portion of loans previously made to another organization or individual in which the reporting entity has a right to receive money for the loan, but for which the reporting entity has not obtained collateral to secure the loan. 

Non-collateral loans shall not include those instruments that meet the definition of a bond, per SSAP No. 26R—Bonds, a mortgage loan per SSAP No. 37—Mortgage Loans, asset-backed securities per SSAP No. 43R—Loan-Backed and Structured Securities, or a policy or contract loan per SSAP No. 49—Policy Loans.

In the description column, provide the name of the actual borrower. For affiliated entities, state if the borrower is a parent, subsidiary, affiliate, officer or director. Refer to SSAP No. 20—Nonadmitted Assets and SSAP No. 25—Affiliates and Other Related Parties for accounting guidance.

Capital Notes

Include:
The portion of any capital note that is reported on the line for capital notes of the issuing insurance reporting entity.

Low Income Housing Tax Credit
Note: These instructions will be updated in accordance with the SAPWG tax credit agenda item. 
Include:
All Low Income Housing Tax Credit Investments (LIHTC or affordable housing) that are in the form of a Limited Partnership or a Limited Liability Company including those investments that have the following risk mitigation factors:

A.
Guaranteed Low Income Housing Tax Credit Investments. There must be an all‑inclusive guarantee from a CRP-rated entity that guarantees the yield on the investment.

B.
Non-guaranteed Low Income Housing Tax Credit Investments.
I.
A level of leverage below 50%. For a LIHTC Fund, the level of leverage is measured at the fund level.

II.
There is a Tax Credit Guarantee Agreement from General Partner or managing member. This agreement requires the General Partner or managing member to reimburse investors for any shortfalls in tax credits due to errors of compliance, for the life of the partnership. For a LIHTC Fund, a Tax Credit Guarantee is required from the developers of the lower tier LIHTC properties to the upper tier partnership and all other LIHTC investments.

III.
There are sufficient operating reserves, capital replacement reserves and/or operating deficit guarantees present to mitigate foreseeable foreclosure risk at the time of the investment.

Non-qualifying LIHTCs should be reported in the “All Other” category

Working Capital Finance Investment

Include:
Investments in an interest in a Confirmed Supplier Receivables (CSR) under a Working Capital Finance Program (WCFP) that is designated by the SVO as meeting the criteria specified in the Purposes and Procedures Manual of the NAIC Investment Analysis Office for an NAIC “1” or “2.”
Working Capital Finance Program (WCFP)

Open account program under which an Investor may purchase interests, or evidence thereof, in commercial non-insurance receivables. 
A WFCP is created for the benefit of a commercial investment grade obligor and its suppliers of goods or services and facilitated by a financial intermediary.

Confirmed Supplier Receivables (CSR) 

A first priority perfected security interest claim or right to payment of a monetary obligation from the Obligor arising from the sale of goods or services from the Supplier to the Obligor the payment of which the Obligor has confirmed by representing and warranting that it will not protest, delay, or deny, nor offer nor assert any defenses against, payment to the supplier or any party taking claim or right to payment from the supplier.

See SSAP No. 105R—Working Capital Finance Investments for accounting guidance.
Residual Tranches or Interests with Underlying Assets Having Characteristics of:
Investment in Residual Tranches or Interests should be assigned to the subcategory with the highest underlying asset concentration. There shouldn’t be any bifurcation of the underlying assets among the subcategories.

Include:
Residual tranches or interests captures securitization tranches and beneficial interests as well as other structures captured in scope of SSAP No. 43R – Asset-Backed Securities, that reflect loss layers without any contractual payments, whether interest or principal, or both. Payments to holders of these investments occur after contractual interest and principal payments have been made to other tranches or interests and are based on the remaining available funds. See SSAP No. 43R for accounting guidance.

Fixed Income Instruments

Include:
 Investments with underlying collateral which, if held individually, would be reported on Schedule D – Part 1 – Long-Term Bonds
Common Stocks

Include:
Investments with underlying collateral which, if held individually, would be reported on Schedule D – Part 2 – Section 2 – Common Stocks
Preferred Stocks

Include:
Investments with underlying collateral which, if held individually, would be reported on Schedule D – Part 2 – Section 1 – Preferred Stocks
Real Estate

Include:
Investments with underlying collateral which, if held individually, would be reported on Schedule A – Real Estate Owned
Mortgage Loans

Include:
Investments with underlying collateral which, if held individually, would be reported on Schedule B – Mortgage Loans
Other

Include:
Items that do not qualify for inclusion in the above subcategories.
Any Other Class of Assets

Include:
Investments that do not fit into one of the other categories. An example of items that may be included are reverse mortgages.
All structured settlement income streams acquired as investments where the reporting entity acquires the legal right to receive payments. (Valuation and admittance provisions are detailed in SSAP No. 21R—Other Admitted Assets.)
This category shall also include oil and gas leases, aircraft owned under leveraged lease arrangements, investments in extractive materials and timber deeds that are not owned within a partnership, LLC or joint venture structure. 
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