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[bookmark: _Hlk45604885]Note: This meeting will be recorded for subsequent use. 

[bookmark: _Hlk64355618]REVIEW of COMMENTS on EXPOSED ITEMS 

The following items received comments during the exposure period that are open for discussion. 
1. [bookmark: _Hlk39148908]Ref #2021-18: VM-21 Scenario Consistency Update
2. Ref# 2021-31: Life Reinsurance Disclosure Clarifications  

	Ref #
	Title
	Attachment #
	Agreement with Exposed Document?
	Comment Letter Page Number 

	2021-18
SSAP No. 108
(Robin)
	VM-21 Scenario Consistency Update
	1- Agenda Item
	In Agreement (minor edits received)
	IP – 1



Summary:
On December 11, 2021, the Statutory Accounting Principles (E) Working Group received comments on the prior exposure, and exposed additional SAP clarifications , to SSAP No. 108—Derivatives Hedging Variable Annuity Guarantees. The revisions, which incorporate edits proposed from Life Actuarial (A) Task Force representatives and interested parties, ensure consistency with revisions to VM-21: Requirements for Principle-Based Reserves for Variable Annuities by removing reference to the standard scenario while adding reference to the conditional tail expectation 70 guidance. This agenda item had a shortened exposure period, ending January 14, 2022, so that the Working Group could  consider adoption for year-end 2021 reporting. 

Interested Parties’ Comments:
Interested parties do not object to these changes.

Informal comments from a member of Life Actuarial (A) Task Force (LATF): 
We reviewed, and the way that the Macauley duration language got moved into the footnote made the first line of the footnote no longer make any sense. Here are suggested editorial revisions for clarity (changes highlighted in yellow, plus a final note that we moved the piece about the discount rate for the Macauley duration to the end, since it is a separate discussion from anything about the Standard Projection):

See shaded revisions to the exposure draft:

14. 	Deferred assets and deferred liabilities recognized under paragraph 13.b. shall be amortized using a straight-line method into realized gains or realized losses over a finite amortization period. The amortization timeframe shall equal the Macaulay duration of the guarantee benefit cash flows based on the VM-21 Standard ScenarioProjection (new FN), but shall not exceed a period of 10 years. 


New Footnote: The VM-21 Standard Projection benefit cash flowscalculation shall be based on the prescribed assumptions run for the scenario that produces the scenario reserve closest to conditional tail expectation (CTE) 70 (adjusted). and a discount rate equal to the valuation interest rate specified by the Standard Valuation Law for annuities valued on an issue year basis, using Plan Type A and a Guarantee Duration greater than 10 years but not more than 20 years. The VM-21 Standard Projection with prescribed assumptions run is determined using the method (company specific market path (CSMP) or conditional tail expectations (CTE) with prescribed assumptions (CTEPA)) applied by the reporting entity to calculate the prescribed projections amount. For the CSMP method, the economic scenario is Path A, with the guarantee benefit cash flows from the run to calculate Prescribed Amount A. For the CTEPA method, the economic scenario is the scenario that produces the scenario reserve closest to the CTE70 (Aadjusted) from the stochastic reserve calculation, with the guarantee benefit cash flows from the VM-21 Standard Projection with prescribed assumptions run for this economic scenario. The discount rate for the Macaulay duration calculation shall be equal to the valuation interest rate specified by the Standard Valuation Law for annuities valued on an issue year basis, using Plan Type A and a Guarantee Duration greater than 10 years but not more than 20 years. 

Recommended Action:
NAIC staff shared the revised wording from the LATF member prior to the interested parties submitting their comment letter and the interested parties informally indicated that they did not object to the LATF member proposed edits. NAIC staff recommends that the Working Group adopt the exposed revisions, classified as a SAP clarification, with the edits proposed by a member of LATF (as illustrated with the shaded revisions above). The revisions are proposed to have a December 31, 2021, effective date so that the VM and AP&P Manual will be in sync. 

Final language proposed for adoption in SSAP No. 108, which include edits from the LATF member This tracking reflects the revisions to SSAP No. 108 that would be shown in the publication:

14. 	Deferred assets and deferred liabilities recognized under paragraph 13.b. shall be amortized using a straight-line method into realized gains or realized losses over a finite amortization period. The amortization timeframe shall equal the Macaulay duration of the guarantee benefit cash flows based on the VM-21 Standard ScenarioProjection (new FN), but shall not exceed a period of 10 years. 

New Footnote: The VM-21 Standard Projection benefit cash flows shall be based on the prescribed assumptions run for the scenario that produces the scenario reserve closest to conditional tail expectation (CTE) 70 (adjusted). The VM-21 Standard Projection with prescribed assumptions run is determined using the method (company specific market path (CSMP) or conditional tail expectations with prescribed assumptions (CTEPA)) applied by the reporting entity to calculate the prescribed projections amount. For the CSMP method, the economic scenario is Path A, with the guarantee benefit cash flows from the run to calculate Prescribed Amount A. For the CTEPA method, the economic scenario is the scenario that produces the scenario reserve closest to the CTE70 (adjusted) from the stochastic reserve calculation, with the guarantee benefit cash flows from the VM-21 Standard Projection with prescribed assumptions run for this economic scenario. The discount rate for the Macaulay duration calculation shall be equal to the valuation interest rate specified by the Standard Valuation Law for annuities valued on an issue year basis, using Plan Type A and a Guarantee Duration greater than 10 years but not more than 20 years. 
	Ref #
	Title
	Attachment #
	Agreement with Exposed Document?
	Comment Letter Page Number 

	2021-31
SSAP No. 61
(Robin)
	Life Reinsurance Disclosure Clarifications  

	2
	In Agreement (with proposed edits)
	IP-1
AICPA’s TF -3



Summary: 
This agenda item was exposed on December 11, 2021, to address questions received from members of the American Institute of Certified Public Accountants’ (AICPA) NAIC Task Force regarding the life reinsurance disclosures and the related audited notes that were first effective in December 2020. The disclosures were adopted in SSAP No. 61R—Life and Health Reinsurance in agenda item 2017-28: Reinsurance Risk Transfer for Short Duration Contracts. Preparers and auditors have highlighted unclear elements in the disclosures that could use additional clarification. In the statutory annual statement filing the disclosures are in Note 23H and are not data captured. The proposed revisions to SSAP No. 61R narrow the scope of the disclosures and clarify what is required in the disclosures. This agenda item had a shortened exposure period, ending January 14, 2022, so that the Working Group could consider adoption for year-end 2021 reporting.

Interested Parties’ Comments:
Interested parties appreciate the exposure to clarify and narrow the scope of information requested in the SSAP No. 61R disclosures, specifically to paragraphs 78-83. Our understanding is that the original intent of these additional disclosures was to obtain information on ceded reinsurance. We note that the reference to “ceding” in paragraphs 79 and 80 should be “ceded” as is written in paragraph 81. For paragraph 81, we would suggest deleting “assumed or” so that the scope of disclosure remains consistent from 2020 to 2021 (with the extraneous disclosures clarified). 

Members of the AICPA’s NAIC Task Force 
Thanks again for considering the comments we submitted in 2021 related to these new disclosures and in developing the Form A. The AICPA NAIC Task Force has two additional comments that we would also appreciate that you consider:
1.  Several of our members pointed out it might be confusing and/or lead to inconsistent practice to allow the disclosures to be included in either the footnotes or a supplemental schedule, because footnotes and supplemental information provide different levels of auditor assurance. Therefore, It would be unusual to have the option to include the disclosures in either place. As a result, we are recommending the following revisions below as "friendly amendments" to maintain the disclosures in a supplemental schedule, consistent with 2020. (This is also consistent with the intent of our comments last year.)
78. Disclosures for paragraphs 79-84 are required to be included with the annual audit report financial statements beginning with the period ended December 31, 2020, regarding reinsurance contracts. The disclosures required within paragraphs 79-84 shall can be included in accompanying supplemental schedules or the notes of the annual audit report beginning in year-end 2020. If the disclosures are not applicable, an affirmative statement that no such contracts were identified is acceptable in the notes to the financial statements. These disclosures shall be limited to reinsurance contracts entered into, renewed or amended on or after January 1, 1996. This limitation applies
to the annual audit report only and does not apply to the statutory annual statement interrogatories and the property and casualty reinsurance summary supplemental filing.
2.  On a related issue and assuming the Working Group agrees to the changes above in paragraph 78 of SSAP No. 61R, we would like to comment on SAPWG's conclusion that the life reinsurance supplemental schedule should be comparative. The other required schedules to the financial statements do not require comparable information. (A list of the schedules is below.)  For these schedules, the annual statement instructions set out the form and content of the schedules which reflects a one year presentation. It would be useful to understand why this schedule would be different and if that was the intent of SAPWG. Do you know whether the decision to make the disclosure comparable considered that the other required schedules are not required to be comparable? In either case, we would like to request that the guidance in SSAP 61R (or in the 2022 annual statement instructions) state whether the schedule should be comparative. 
With regard to the conclusion in the minutes that indicates that the change would be done prospectively, this seems like an accommodation to prevent companies from having to fix prior years (which we don't want to discourage), but there could be some complexity in reporting on a comparative schedule that is not comparable because the guidance changed (e.g., the basis for preparing the schedule is not comparative) and could lead to diversity in approach in how individual companies and auditors deal with reporting in the current year. 
Below is a list of current supplemental schedules which are not comparative (i.e. only the current year is presented)
· Supplemental schedule of assets and liabilities 
· Supplemental schedule of Investment Risk Interrogatories
· Summary Investment Schedule
· Supplemental P/C Reinsurance Contracts Disclosures
· 
Recommended Action:
NAIC staff recommends that the Working Group adopt the exposed SAP clarifications with additional revisions that reflects the following: 1) Revisions from the Interested Parties and from the members of the AICPA’s NAIC Task Force as detailed in the comment letters; and 2) Additional NAIC staff proposed edits to paragraph 78 that were developed in discussion with representatives from the AICPA. The new proposed edits to the exposed language are shaded. The edits are recommended to added with a December 31, 2021, effective date to assist preparers and auditors. 

The new revisions are summarized by paragraph below:

· Paragraph 78 –  
· Audit Report Location - The exposed revisions were to clarify that the information could be in the audited notes or the supplementary schedules. The AICPA’s NAIC Task Force members requested edits to clarify that the information reside in the supplementary schedules unless no such contracts subject to the disclosures were identified, in which case, the information that no such contracts were identified can be in either the audited note or the supplementary schedules. 

· Comparative or Not- Supplemental Schedule - The AICPA’s NAIC Task Force members have noted that most supplemental schedules, including the one for the P&C reinsurance disclosures, are not comparative and are only focused on the current period. NAIC staff verified that the related P&C disclosures in the general interrogatories PC (GI part 2, interrogatories 7-9) are focused on contracts in effect for the period covered by the statement. Given that the PC supplementary reinsurance information is not comparative, NAIC staff and the AICPA representatives drafted proposed revisions that the supplementary information is for reinsurance contracts in effect for the current period covered by the statement. 

· Paragraphs 79 and 80 – Interested parties suggested editorial change of verb tense from ceding to ceded. 

· [bookmark: _Hlk42761822]Paragraph 81 – Interested parties suggested deleting “assumed or” so that the scope of disclosure is focused on ceded reinsurance contracts. The December exposure intentionally added assumed or ceded because the paragraph included the word “any”. However, upon review, the disclosure in SSAP No. 61R, paragraph 81 is based on the text in SSAP No. 62R—Property and Casualty Reinsurance, paragraph 115, which is clearly  only for ceded reinsurance contracts. The sentence in SSAP No. 62R begins: “Disclose if the reporting entity ceded any risk under any reinsurance contract (or under multiple contracts with the same reinsurer or its affiliates) for which during the period covered by the statement…”  Therefore, NAIC staff supports the revision as it provides consistency with the P&C disclosure. 

The proposed revisions to SSAP No. 61R—Life and Health Reinsurance compared to the December 2021 exposure are illustrated below as shaded text: 

78. Disclosures for paragraphs 79-84 apply to reinsurance contracts in effect for the current period covered by the statement and are required to be included with the annual audit report financial statements beginning with the period ended December 31, 2020, regarding reinsurance contracts. The disclosures required within paragraphs 79-84 shall can be included in accompanying supplemental schedules or the notes of the annual audit report beginning in year-end 2020. If the disclosures are not applicable, an affirmative statement that no such contracts were identified is acceptable in the notes to the financial statements or the supplemental schedules. These disclosures shall be limited to reinsurance contracts entered into, renewed or amended on or after January 1, 1996. This limitation applies to the annual audit report only and does not apply to the statutory annual statement interrogatories and the property and casualty reinsurance summary supplemental filing. 
79. Disclose any ceded ceding reinsurance contracts (or multiple contracts with the same reinsurer or its affiliates) subject to A-791 that includes a provision, which limits the reinsurer’s assumption of significant risks identified as in A-791. Examples of risk-limiting features include provisions such as a deductible, a loss ratio corridor, a loss cap, an aggregate limit or similar effect. If true, indicate the number of reinsurance contracts to which such provisions apply. For contracts subject to A-791, indicate if deposit accounting was applied for all contracts, which limit significant risks.
80. Disclose any ceded ceding reinsurance contracts (or multiple contracts with the same reinsurer or its affiliates) not subject to A-791, for which reinsurance accounting was applied and includes a provision that limits the reinsurer’s assumption of risk. Examples of risk-limiting features include provisions such as a deductible, a loss ratio corridor, a loss cap, an aggregate limit or similar effect. Note that a stop loss or excess of loss reinsurance agreement with deductibles or loss caps which apply to the entire contract and are not adjustable based on other features, do not require disclosure under this paragraph. If true, indicate the number of reinsurance contracts to which such provisions apply. If affirmative, indicate if the reinsurance credit was reduced for the risk-limiting features.
81. Disclose if any assumed or ceded reinsurance contracts contain features (except reinsurance contracts with a federal or state facility) described below which result in delays in payment in form or in fact:
a. Provisions which permit the reporting of losses, or settlements are made, less frequently than quarterly or payments due from the reinsurer are not made in cash within ninety (90) days of the settlement date (unless there is no activity during the period).
b. Payment schedule, accumulating retentions from multiple years or any features inherently designed to delay timing of the reimbursement to the ceding entity.
82. Disclose if the reporting entity has reflected reinsurance accounting credit for any contracts not subject to Appendix A-791 and not yearly renewable term, which meet the risk-transfer requirements of SSAP No. 61R and identify the type of contracts and the reinsurance contracts.
a. Assumption Reinsurance – as discussed in paragraph 60, which are new for the reporting period.
b. Non-proportional reinsurance, which does not result in significant surplus relief. If yes, indicate if the insured events(s) triggering contract coverage has been recognized.
83. Disclose if the reporting entity ceded any risk which is not subject to A-791 and not yearly renewable term reinsurance, under any reinsurance contract (or multiple contracts with the same reinsurer or its affiliates) during the period covered by the financial statement, and either:
a. Accounted for that contract as reinsurance under statutory accounting principles (SAP) and as a deposit under U.S. generally accepted accounting principles (GAAP); or
b. Accounted for that contract as reinsurance under U.S. GAAP and as a deposit under SAP.
If the reporting entity does not prepare U.S. GAAP financial statements or its financial statements are not part of upstream U.S. GAAP financial statements, this disclosure can be answered not applicable. 
84. If affirmative disclosure is required for paragraph 83, explain why the contract(s) is treated differently for GAAP and SAP.
Revisions to SSAP No. 61R as they would be reflected in the publication. (This tracking removes exposed revisions that were subsequently revised.) 

1. Disclosures for paragraphs 79-84 apply to reinsurance contracts in effect for the current period covered by the statement and are required to be included with the annual audit report financial statements beginning with the period ended December 31, 2020, regarding reinsurance contracts. The disclosures required within paragraphs 79-84 shall be included in accompanying supplemental schedules of the annual audit report beginning in year-end 2020. If the disclosures are not applicable, an affirmative statement that no such contracts were identified is acceptable in the notes to the financial statements or the supplemental schedules. These disclosures shall be limited to reinsurance contracts entered into, renewed or amended on or after January 1, 1996. This limitation applies to the annual audit report only and does not apply to the statutory annual statement interrogatories and the property and casualty reinsurance summary supplemental filing. 
1. Disclose any ceded reinsurance contracts (or multiple contracts with the same reinsurer or its affiliates) subject to A-791 that includes a provision, which limits the reinsurer’s assumption of significant risks identified as in A-791. Examples of risk-limiting features include provisions such as a deductible, a loss ratio corridor, a loss cap, an aggregate limit or similar effect. If true, indicate the number of reinsurance contracts to which such provisions apply. For contracts subject to A-791, indicate if deposit accounting was applied for all contracts, which limit significant risks.
1. Disclose any ceded reinsurance contracts (or multiple contracts with the same reinsurer or its affiliates) not subject to A-791, for which reinsurance accounting was applied and includes a provision that limits the reinsurer’s assumption of risk. Examples of risk-limiting features include provisions such as a deductible, a loss ratio corridor, a loss cap, an aggregate limit or similar effect. Note that a stop loss or excess of loss reinsurance agreement with deductibles or loss caps which apply to the entire contract and are not adjustable based on other features, do not require disclosure under this paragraph. If true, indicate the number of reinsurance contracts to which such provisions apply. If affirmative, indicate if the reinsurance credit was reduced for the risk-limiting features.
1. Disclose if any ceded reinsurance contracts contain features (except reinsurance contracts with a federal or state facility) described below which result in delays in payment in form or in fact:
1. Provisions which permit the reporting of losses, or settlements are made, less frequently than quarterly or payments due from the reinsurer are not made in cash within ninety (90) days of the settlement date (unless there is no activity during the period).
1. Payment schedule, accumulating retentions from multiple years or any features inherently designed to delay timing of the reimbursement to the ceding entity.
1. Disclose if the reporting entity has reflected reinsurance accounting credit for any contracts not subject to Appendix A-791 and not yearly renewable term, which meet the risk-transfer requirements of SSAP No. 61R and identify the type of contracts and the reinsurance contracts.
1. Assumption Reinsurance – as discussed in paragraph 60, which are new for the reporting period.
1. Non-proportional reinsurance, which does not result in significant surplus relief. If yes, indicate if the insured events(s) triggering contract coverage has been recognized.
1. Disclose if the reporting entity ceded any risk which is not subject to A-791 and not yearly renewable term reinsurance, under any reinsurance contract (or multiple contracts with the same reinsurer or its affiliates) during the period covered by the financial statement, and either:
1. Accounted for that contract as reinsurance under statutory accounting principles (SAP) and as a deposit under U.S. generally accepted accounting principles (GAAP); or
1. Accounted for that contract as reinsurance under U.S. GAAP and as a deposit under SAP.
If the reporting entity does not prepare U.S. GAAP financial statements or its financial statements are not part of upstream U.S. GAAP financial statements, this disclosure can be answered not applicable. 
1. If affirmative disclosure is required for paragraph 83, explain why the contract(s) is treated differently for GAAP and SAP.

The comment letters are included in Attachment 3 (4 pages). 
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