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Statutory Accounting Principles (E) Working Group
Maintenance Agenda Submission Form

Form A
Issue: Issue Papers in Statutory Hierarchy
Check (applicable entity):
P/IC Life Health
Modification of Existing SSAP X X X
New Issue or SSAP ] [] L]
Interpretation ] ] ]

Description of Issue: This agenda item has been drafted to capture issue papers in Level 5 of the statutory hierarchy
pursuant to the direction from the 2024 Fall National Meeting. Additionally, revisions have been proposed to update
the process to develop issue papers to reflect current Working Group practice.

This issue originated in response to a Sept. 27, 2024, interested parties’ comment letter for the Principles-Based
Bond Definition Questions and Answer Implementation Guide where interested parties suggested that issue papers
should be recognized as authoritative guidance. These comments suggested inclusion of issue papers in Level 2 or
Level 4 of the statutory hierarchy. However, NAIC staff identified that a Level 5 classification would better prevent
unintended conflicts between issue papers and other sources of statutory guidance. Issue papers are not always
updated after adoption of an SSAP, especially a clarification adoption, and should not be considered more applicable
than any other statutory-specific guidance, whether that guidance is in SSAP, interpretation, reporting instructions
or information from the Purposes and Procedures Manual of the Investment Analysis Office. By classifying issue
papers as Level 5, issue papers will be on the same level as non-authoritative U.S. GAAP guidance/literature and
will be behind all other sources of statutory guidance. Although this inclusion clarifies that issue papers are a source
of statutory guidance that can be applied and utilized, the Level 5 classification would only allow application if they
do not conflict with other statutory guidance. This classification confirms that an issue paper cannot be used or cited
above any other source of established statutory guidance captured in the statutory hierarchy. The excerpt from the
Hearing agenda discussed during the 2024 Fall National Meeting (captured within the authoritative literature) noted
that some users have attempted to cite issue paper guidance as authoritative, particularly once they were publicly
posted on the website, although the guidance had been replaced by a more current SSAP. It was also noted that
some citations in issue papers discuss proposed guidance that is evaluated and rejected. These reasons further
support the identification of issue papers in Level 5 of the statutory hierarchy, as they are a source of statutory
accounting, but shall be applied only to the extent that they do not conflict with a higher level of guidance.

The proposed revisions to incorporate these changes are predominantly captured in the Statutory Hierarchy reflected
in the Statutory Accounting Preamble and Appendix E. Revisions have not been proposed to modify the effective
date language of historical Issue Papers. Rather, a note has been included to identify the revisions to the
classification of issue papers as Level 5 of the statutory hierarchy.

Excerpt from Interested Parties’ Sept. 27, 2024, Comment Letter:

First, interested parties would like to suggest that Issue Papers be recognized as authoritative guidance and
included in Level 2, or alternatively Level 4, in the statutory hierarchy of authoritative guidance. Level 2
would place issue papers higher in the hierarchy than the annual statement instructions (Level 3) which
arguably is appropriate. Level 4 specifically includes the preamble as authoritative guidance and paragraph
45 of the preamble states, “While it is not intended that there be any significant differences between an
underlying issue paper and the resultant SSAP, if differences exist, the SSAP prevails and shall be
considered definitive.” This part of the preamble implies if a difference exists, and is not addressed by the
SSAP, it is authoritative. If this interpretation by interested parties is not consistent with the NAIC’s
interpretation, it is important that the issue papers be explicitly included in the statutory hierarchy as many
are drafted to include interpretative guidance not included in the SSAPs (e.g., feeder funds related to the
new principles-based bond definition (PBBD) and superseded US GAAP OTTI impairment guidance that
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is still applicable for statutory accounting but is not codified within the SSAPS). Further, other areas of the

Accounting Practices & Procedures Manual that suggest issues papers are not authoritative (e.g., Appendix
E) would need to be updated for consistency.

Existing Authoritative Literature:

Statutory Accounting Principles Preamble

V. Statutory Hierarchy

42. The following Hierarchy is not intended to preempt state legislative and regulatory authority.

Level 1
SSAPs, including U.S. GAAP reference material to the extent adopted by the NAIC from the FASB
Accounting Standards Codification! (FASB Codification or GAAP guidance)

Level 2
Consensus positions of the Emerging Accounting Issues (E) Working Group as adopted by the
NAIC (INTs adopted before 2016)
Interpretations of existing SSAPs as adopted by the Statutory Accounting Principles (E) Working
Group (INTs adopted in 2016 or beyond)

Level 3
NAIC Annual Statement Instructions
Purposes and Procedures Manual of the NAIC Investment Analysis Office

Level 4
Statutory Accounting Principles Preamble and Statement of Concepts?

Level 5

Sources of nonauthoritative GAAP accounting guidance and literature, including: (a) practices
that are widely recognized and prevalent either generally or in the industry, (b) FASB Concept
Statements, (c) AICPA guidance not included in FASB Codification, (d) International Financial
Reporting Standards, (e) Pronouncements of professional associations or regulatory agencies, (f)
Technical Information Service Inquiries and Replies included in the AICPA Technical Practice
Aids, and (g) Accounting textbooks, handbooks and articles

43. If the accounting treatment of a transaction or event is not specified by the SSAPs, preparers, regulators

! Effective September 15, 2009, the FASB Codification is the source of authoritative U.S. generally accepted accounting principles. As of
that date, the FASB Codification superseded all then-existing non-SEC accounting and reporting standards. All other nongrandfathered, non-
SEC accounting literature not included in the FASB Codification is nonauthoritative. As of September 15, 2009, AICPA Statements of
Position are no longer reviewed as part of the statutory maintenance process as they are no longer considered authoritative GAAP literature.
If the AICPA were to address an issue that affects the FASB Codification, an accounting standard update (ASU) would be issued and reviewed
for applicability to statutory accounting.

2 The Statutory Accounting Principles Statement of Concepts incorporates by reference FASB Concepts Statements Five and Eight to the
extent they do not conflict with the concepts outlined in the statement. However, for purposes of applying this hierarchy the FASB Concepts
Statements shall be included in Level 5 and only those concepts unique to statutory accounting as stated in the statement are included in
Level 4.
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and auditors of statutory financial statements should consider whether the accounting treatment is specified by
another source of established statutory accounting principles. If an established statutory accounting principle
from one or more sources in Level 2 or 3 is relevant to the circumstances, the preparer, regulator or auditor
should apply such principle. If there is a conflict between statutory accounting principles from one or more
sources in Level 2 or 3, the preparer, regulator or auditor should follow the treatment specified by the source in
the higher level—that is, follow Level 2 treatment over Level 3. Revisions to guidance in accordance with
additions or revisions to the NAIC statutory hierarchy should be accounted for as a change in accounting
principle in accordance with SSAP No. 3—Accounting Changes and Corrections of Errors.

44. Because of developments such as new legislation or the evolution of a new type of business transaction,
there sometimes are no established statutory accounting principles for reporting a specific transaction or event.
In those instances, it might be possible to report the event or transaction on the basis of its substance by
selecting a statutory accounting principle that appears appropriate when applied in a manner similar to the
application of an established statutory principle to an analogous transaction or event. In the absence of a SSAP
or another source of established statutory accounting principles, the preparer, regulator or auditor of statutory
financial statements may consider other accounting literature, depending on its relevance in the circumstances.
Other accounting literature includes the Statutory Accounting Principles Statement of Concepts and GAAP
reference material and accounting literature identified in Level 5. The appropriateness of other accounting
literature depends on its relevance to the particular circumstances, the specificity of the guidance, and the
general recognition of the issuer or author as an authority. For example, the Statutory Accounting Principles
Statement of Concepts would be more authoritative than any other sources of accounting literature. Similarly,
FASB Concepts Statements would normally be more influential than other sources of nonauthoritative GAAP
pronouncements.

Statements of Statutory Accounting Principles (Bolding and underlining added for emphasis)

45, This Manual consists primarily of Statements of Statutory Accounting Principles (SSAPSs).
SSAPs are the primary Accounting Practices and Procedures promulgated by the NAIC. These statements
are the result of issue papers that have been exposed for public comment and finalized. Finalized issue
papers are in Appendix E. While it is not intended that there be any significant differences between
an underlying issue paper and the resultant SSAP, if differences exist, the SSAP prevails and
shall be considered definitive.

Appendix E —Issue Papers (Bolding and underlining added for emphasis)

Introduction

Issue papers are used as the first step in developing new or revised SSAPs, and each contains a recommended
conclusion, discussion and relevant literature section. While issue papers do not constitute an authoritative
level of statutory accounting guidance as defined by the statutory hierarchy, they are an important part
of the Accounting Practices and Procedures Manual (Manual) because they reference the history and
discussion of the related SSAP.

Issue papers are published in the Manual within Appendix E the first year after adoption of the related SSAP,
but are then removed from the subsequent year's Manual and posted for public reference on the Statutory
Accounting Principles (E) Working Group (SAPWG) web page at

https://content.naic.org/cmte_e app sapwdg.htm.

2024 Fall National Meeting Discussion

NAIC staff presented a recommendation along with a review of historical quidance and references in issue papers

during the 2024 Fall National Meeting. This information has been retained within this agenda item for reference

purposes:

2024 Fall National Meeting Recommendation: NAIC staff recommend that the Working Group direct a new
agenda item to consider capturing issue papers in Level 5 of the statutory hierarchy. Although interested parties
have proposed a classification of Level 2, and an alternative classification in Level 4, NAIC staff suggest that
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consideration of a Level 5 classification is most appropriate to prevent any unintended conflicts with other sources
of statutory guidance. The rationale for this position is that issue papers are not always updated after adoption of an
SSAP, especially a clarification adoption, and should not be considered more applicable than any other statutory-
specific guidance, whether that guidance is deemed to reflect accounting guidance, reporting instructions or
information from the SVO manual. The Level 5 classification will put issue papers on the same level as non-
authoritative GAAP guidance and literature. NAIC staff believe this is appropriate, as if guidance for a topic is not
specifically detailed in any other form of statutory-specific sources, adopted issue papers should be a viable source
for guidance along with non-authoritative GAAP.

As detailed within, from a review of references in the issue papers, various references imply that issue papers can
be applied and utilized as long as the guidance within the Issue Paper does not conflict with other guidance. There
are a few explicit instances that note they are not authoritative/in the statutory hierarchy. NAIC staff notes that Issue
Papers often include discussion of guidance or components that are not incorporated into SSAP, therefore it is
imperative for the guidance to only be applicable if consistent with an adopted SSAP. By adding the issue papers
to Level 5, this reference would clarify the intent to use issue papers, and the use of information detailed within,
eliminating questions on the use of the guidance that is consistent with currently adopted SSAPs.

e By classifying issue papers as Level 5, instead of Level 2, if there is a subsequent reporting revision that is
not captured in statutory accounting but only reflected in the annual statement instructions, the updated
instructions, which are Level 3, shall be followed. If issue papers were classified as Level 2, there could be
inherent reporting conflict if the issue paper detailed reporting requirements at the time of adoption as that
issue paper guidance would not be subsequently updated.

e By classifying issue papers as Level 5, instead of Level 4, issue papers will continue to be below the SAP
Preamble and Statement of Concepts. As such, if there are revisions to the Preamble, those revisions will
continue to override any potential conflicts with a previously adopted issue paper.

NAIC staff recognizes that existing guidance presents inconsistent references to issue papers causing confusion on
how/when they should apply. As noted, there are a few explicit statements that issue papers are not authoritative,
but other references imply application and use of Issue Papers when there are no differences between the issue paper
and the SSAP. NAIC staff believe it is imperative to stress application only when the guidance is in line with a
current adopted SSAP. As SSAPs have not historically been posted publicly, NAIC staff receive questions that cite
guidance in issue papers as they are posted publicly. Often in these situations, the citations have been superseded
by more current SSAP, so attempting to use the issue paper guidance in those instances would not be in line with
current SSAP. The following Preamble excerpt has been within the NAIC Accounting Practices and Procedures
Manual since original codification (2000 Manual) and implies that finalized issue papers are applicable but defer
to the SSAP if differences exist. (This was paragraph 41 in the 2000 Manual and is reflected as paragraph 45 in the
2024 Manual.)

41/45. This Manual consists primarily of Statements of Statutory Accounting Principles (SSAPs). SSAPs
are the primary Accounting Practices and Procedures promulgated by the NAIC. These statements
are the result of issue papers that have been exposed for public comment and finalized. Finalized
issue papers are in Appendix E. While it is not intended that there be any significant
differences between an underlying issue paper and the resultant SSAP, if differences exist,
the SSAP prevails and shall be considered definitive.

The following Preamble excerpt has also been within the NAIC Accounting Practices and Procedures Manual since
original codification (2000 Manual) and indicates in the absence of a SSAP or “established source of statutory
accounting principles,” other accounting literature may be considered. As issue papers would represent an
established source of statutory guidance, this Preamble guidance could be argued to have always supported issue
papers as a source that could be considered along with non-authoritative GAAP if other statutory guidance did not
exist. (This is paragraph 40 in the 2000 Manual and is reflected as paragraph 44 in the 2024 Manual.)
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40/44. Because of developments such as new legislation or the evolution of a new type of business
transaction, there sometimes are no established statutory accounting principles for reporting a
specific transaction or event. In those instances, it might be possible to report the event or
transaction on the basis of its substance by selecting a statutory accounting principle that appears
appropriate when applied in a manner similar to the application of an established statutory principle
to an analogous transaction or event. In the absence of a SSAP or another source of
established statutory accounting principles, the preparer, regulator or auditor of statutory
financial statements may consider other accounting literature, depending on its relevance
in the circumstances. Other accounting literature includes the Statutory Accounting
Principles Statement of Concepts and GAAP reference material and accounting literature
below category c in the GAAP hierarchy as defined in SAS 69. The appropriateness of other
accounting literature depends on its relevance to the particular circumstances, the specificity of the
guidance, and the general recognition of the issuer or author as an authority. For example, the
Statutory Accounting Principles Statement of Concepts would be more authoritative than any other
sources of accounting literature. Similarly, FASB Concepts Statements would normally be more
influential than other sources below category d in the GAAP hierarchy4.

From a review of all issue papers, NAIC staff has identified that the original issue papers that correspond to the
original codification of statutory accounting principles through issue papers adopted in 2000 did not include an
“Effective Date” section. Beginning with Issue Paper No. 107—Certain Health Care Receivables and Receivables
Under Government Insured Plans, which was finalized Aug. 8, 2001, an Effective Date section was included. After
that issue paper, some form of “Effective Date” guidance was generally included (but not always). From Issue Paper
No. 107 through Issue Paper No. 164, when effective date language was included, it was worded like the excerpts
below. Although these excerpts identify that the issue papers are not in the statutory hierarchy, they also indicate
an expectation that the issue paper's conclusions can be “applied” once the SSAP has been adopted.

Issue Paper No. 107: Finalized Aug. 1, 2001

28. Upon adoption of this issue paper, the NAIC will release a Statement of Statutory Accounting
Principle (SSAP) for comment. The SSAP will contain the adopted Summary Conclusion of this
issue paper. Users of the Accounting Practices and Procedures Manual should note that issue
papers are not represented in the Statutory Hierarchy (see Section IV of the Preamble) and
therefore the conclusions reached in this issue paper should not be applied until the
corresponding SSAP has been adopted by the Plenary of the NAIC. It is expected that the SSAP
will contain an effective date of years ending on or after December 31, 2001.

Issue Paper No. 164: Finalized July 30, 2020

23. The adoption of this issue paper by the Statutory Accounting Principles (E) Working Group, and
the substantively revised statement of statutory accounting principles (SSAP) occurred on July 30,
2020. The substantive revisions to SSAP No. 32R are detailed in Exhibit A of this issue paper and
reflected in the substantively-revised SSAP No. 32R—Preferred Stock. The effective date of the
guidance will be identified in the SSAP. Users of the Accounting Practices & Procedures
Manual should note that issue papers are not represented in the Statutory Hierarchy (see
Section IV of the Preamble) and therefore the conclusions reached in this issue paper should
not be applied until the corresponding SSAP has been adopted by the Plenary of the NAIC.

Although the original process for issue papers was to have them adopted prior to the development and adoption of
the SSAP (which could result in differences between the SSAP and issue paper), current practice more often adopts
the SSAP revisions, and then uses the issue paper for historical documentation purposes, or they are completed
concurrently. Note, however, that not all SSAP revisions, especially those of clarification type and not contested,

4 As specified by AU Section 411, paragraph 11.
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have a related issue paper updated. The following effective date language is captured in more recent issue papers
adopted between 2019-2023. (Noted also in Issue Papers No. 163, 165 and 167.)

Issue Paper No. 162: Finalized Aug. 3, 2019

24. As issue papers are not represented in the Statutory Hierarchy (see Section IV of the Preamble),
the subsequent consideration and adoption of this issue paper will not have any impact of the
effective date of the substantive revisions adopted to SSAP No. 62R during the 2018 Fall National
Meeting.

NAIC staff only identified the following two issue papers that appear to have been expanded to include language

as “not authoritative” in the issue paper’s effective date language. These are relatively recent issue papers adopted
in 2022 and 2023.

Issue Paper No. 166—Updates to the Definition of a Asset (Finalized Aug. 10, 2022)

21. As issue papers are not authoritative and are not represented in the Statutory Hierarchy (see
Section V of the Preamble), the consideration and adoption of this issue paper will not have any
impact on the SAP clarifications adopted to SSAP No. 4 by the Working Group on August 10,
2022.

Issue Paper No. 168—Updates to the Definition of a Liability (Finalized Aug. 13, 2023)

24, As issue papers are not authoritative and are not represented in the Statutory Hierarchy (see
Section V of the Preamble), the consideration and adoption of this issue paper will not have any
impact on the SAP clarifications adopted to SSAP No. 5R by the Working Group on August 13,
2023.

Activity to Date (issues previously addressed by the Working Group, Emerging Accounting Issues (E)
Working Group, SEC, FASB, other State Departments of Insurance or other NAIC groups): None.

Information or issues (included in Description of Issue) not previously contemplated by the Working Group:
None

Convergence with International Financial Reporting Standards (IFRS): N/A

Staff Recommendation:

NAIC staff recommend that the Working Group move this item to the active listing and expose this agenda
item with proposed revisions to include issue papers within Level 5 of the statutory hierarchy. Other
corresponding revisions to update references are also proposed as applicable. Upon adoption of this agenda
item issue papers will not be updated but will include the following note: “On (month/year), Issue Papers
were included in Level 5 of the Statutory Hierarchy.”

Statutory Accounting Principles Preamble

V. Statutory Hierarchy

42. The following Hierarchy is not intended to preempt state legislative and regulatory authority.
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Level 1
SSAPs, including U.S. GAAP reference material to the extent adopted by the NAIC from the FASB
Accounting Standards Codification3 (FASB Codification or GAAP guidance)

Level 2
Consensus positions of the Emerging Accounting Issues (E) Working Group as adopted by the
NAIC (INTs adopted before 2016)
Interpretations of existing SSAPs as adopted by the Statutory Accounting Principles (E) Working
Group (INTs adopted in 2016 or beyond)

Level 3
NAIC Annual Statement Instructions
Purposes and Procedures Manual of the NAIC Investment Analysis Office

Level 4
Statutory Accounting Principles Preamble and Statement of Concepts*

Level 5

Statutory Accounting Issue Papers™

Sources of nonauthoritative GAAP accounting guidance and literature, including: (a) practices
that are widely recognized and prevalent either generally or in the industry, (b) FASB Concept
Statements, (c) AICPA guidance not included in FASB Codification, (d) International Financial
Reporting Standards, (e) Pronouncements of professional associations or regulatory agencies, (f)
Technical Information Service Inquiries and Replies included in the AICPA Technical Practice
Aids, and (g) Accounting textbooks, handbooks and articles

New FN: With inclusion of Level 5, issue papers shall only be used and applied as authoritative quidance
if they do not conflict with other sources of statutory guidance.

43. If the accounting treatment of a transaction or event is not specified by the SSAPs, preparers, regulators
and auditors of statutory financial statements should consider whether the accounting treatment is specified by
another source of established statutory accounting principles. If an established statutory accounting principle
from one or more sources in Level 2 or 3 is relevant to the circumstances, the preparer, regulator or auditor
should apply such principle. If there is a conflict between statutory accounting principles from one or more
sources in Level 2 or 3, the preparer, regulator or auditor should follow the treatment specified by the source in
the higher level—that is, follow Level 2 treatment over Level 3. Revisions to guidance in accordance with
additions or revisions to the NAIC statutory hierarchy should be accounted for as a change in accounting

3 Effective September 15, 2009, the FASB Codification is the source of authoritative U.S. generally accepted accounting principles. As of
that date, the FASB Codification superseded all then-existing non-SEC accounting and reporting standards. All other nongrandfathered, non-
SEC accounting literature not included in the FASB Codification is nonauthoritative. As of September 15, 2009, AICPA Statements of
Position are no longer reviewed as part of the statutory maintenance process as they are no longer considered authoritative GAAP literature.
If the AICPA were to address an issue that affects the FASB Codification, an accounting standard update (ASU) would be issued and reviewed
for applicability to statutory accounting.

4The Statutory Accounting Principles Statement of Concepts incorporates by reference FASB Concepts Statements Five and Eight to the
extent they do not conflict with the concepts outlined in the statement. However, for purposes of applying this hierarchy the FASB Concepts
Statements shall be included in Level 5 and only those concepts unique to statutory accounting as stated in the statement are included in
Level 4.
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principle in accordance with SSAP No. 3—Accounting Changes and Corrections of Errors.

44. Because of developments such as new legislation or the evolution of a new type of business transaction,
there sometimes are no established statutory accounting principles for reporting a specific transaction or event.
In those instances, it might be possible to report the event or transaction on the basis of its substance by
selecting a statutory accounting principle that appears appropriate when applied in a manner similar to the
application of an established statutory principle to an analogous transaction or event. In the absence of a SSAP
or another source of established statutory accounting principles, the preparer, regulator or auditor of statutory
financial statements may consider other accounting literature, depending on its relevance in the circumstances.
Other accounting literature includes the Statutory Accounting Principles Statement of Concepts and GAAP
reference material and accounting literature identified in Level 5. The appropriateness of other accounting
literature depends on its relevance to the particular circumstances, the specificity of the guidance, and the
general recognition of the issuer or author as an authority. For example, the Statutory Accounting Principles
Statement of Concepts would be more authoritative than any other sources of accounting literature. Similarly,
FASB Concepts Statements would normally be more influential than other sources of nonauthoritative GAAP
pronouncements.

Appendix E = Issue Papers

Introduction
Issue papers are often used as-the-first-step-in developing new or revised SSAPs and in documenting the
discussions and |ssues Ieadlnq to the adoptlon of new statutory accountlnq concepts —and—eaeh—eentarns—a

authematnwevel—ef—statuter_y—aeeeuntmg—gumaneelssue papers are captured in Level 5 as—eleﬁneel—byof the

statutory hierarchy and, as they are not typically updated after adoption, shall only be used and applied if they
do not conflict with other sources of statutory guidance. SSAP clarifications, especially those non-contested,
many times will not have a corresponding update to a related issue paper. Issue papers—they are an important
part of the Accounting Practices and Procedures Manual (Manual) because they reference the history and
discussion of the-related-SSAP.

Issue papers are published in the Manual within Appendix E the first year after adoption of the related SSAP,
but are then removed from the subsequent year’s Manual and posted for public reference on the Statutory
Accounting Principles (E) Working Group (SAPWG) web page at
https://content.naic.org/cmte_e_app_sapwg.htm.

How to Use This Manual:

Appendix E - Issue Papers:

Appendix E includes issue papers associated with SSAPs adopted through year end prior to publication of the
Manual. Issue papers are often used as-the-first-step-in developing new or revised SSAPs and in documenting
the discussions and issues leading to the adoption of new statutory accounting concepts.contain-arecommended
conclusion—discussion-and—relevanttteratureseetion. Issue papers are captured in Level 5 of the statutory
hierarchy; and, as they are not typically updated after adoption, shall only be used and applied if they do not
conflict with other sources of statutory guidance. SSAP clarifications, especially those non-contested, many
times WI|| not have a correspondlnq update toa related iSsue paper. D@—N@Il'—eenstrtuteaprauthemawe—level

Neverthetess—rlssue papers are |mportant because they reference the hrstory and drscussron of a related SSAP
The “Relevant Statutory Accounting and GAAP Guidance” section of the issue paper may contains excerpts of
accounting guidance considered, but not necessarily adopted, by the Statutory Accounting Principles (E)
Working Group (SAPWG) when forming the conclusions reached in the resultant SSAP. Historical issue papers
associated with SSAPs adopted prior to the current year are posted for public reference on the SAPWG web
page at https://content.naic.org/cmte_e app_sapwg.htm.
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NAIC Policy Statement on Maintenance of Statutory Accounting Principles

Development of New SSAPs or New SAP Concepts® in an Existing SSAP

4. New SSAPs will be developed to address, but will not be limited to: 1) concepts not previously addressed
by a SSAP and that do not fit within the scope of an existing SSAP; 2) concepts that fit within the scope
of an existing SSAP, but the Working Group elects to supersede existing SSAPs and 3) existing concepts
that warrant significant revisions. New SAP concepts to existing SSAPs will be developed to address, but
will not be limited to: 1) concepts that fit within the accounting topic of an existing SSAP, but have not
been addressed by the Working Group; 2) changes to the valuation and/or measurement of an existing
SSAP; and 3) modifications to the overall application of existing SSAPs. The decision to undertake
development of a new SSAP or a new SAP concept in an existing SSAP will rest with the Working Group.
New SSAPs or a new SAP concept in an existing SSAP will have a specified effective date.

5. Research and drafting of a new SSAP or a new SAP concept in an existing SSAP will be performed by
NAIC staff under the direction and supervision of the Working Group which may enlist the assistance of
interested parties and/or consultants with requisite technical expertise as needed or desired. Issue papers
are often used Fhe-first-step-in the process to develop develepmgtnew SSAPS and new SAP concepts in
existing SSAPs wi ; A A m
%&mmaweenelwen—dweus&en—a%@ewﬁ%e%%eeﬂ%and to document the dlscussmns
and issues leading to the adoption of new statutory accounting concepts. Public comments will be solicited
on an issue paper (at least one exposure period), and at least one public hearing will be held before the
issue paper is-cenverted-te-a-SSARIs adopted. Upon approval by the Working Group, all proposed SSAPs
will be exposed for public comment for a period commensurate with the length of the draft and the
complexities of the issue(s). After a hearing of comments, adoption of new SSAPs or new SAP concepts
in existing SSAPs (including any amendments from exposure) may be made by simple majority. If no
comments are received during the public comment period, the Working Group may adopt the proposal
collectively (one motion/vote) with other non-contested positions after the opportunity is given during the
hearing to separately discuss the proposal. All new SSAPs and new SAP concepts in existing SSAPs must
be on the agenda for at least one public hearing before presentation to the Task Force for consideration.
Adoption by the Task Force, its parent and the NAIC membership shall be governed by the NAIC bylaws.

Staff Review Completed by: Julie Gann, NAIC Staff—November 2024

Status:

On December 17, 2024, the Statutory Accounting Principles (E) Working Group moved this item to the active
listing as a SAP clarification and exposed revisions, as shown above, to classify issue papers in Level 5 of the
statutory hierarchy.

On February 25, 2025, the Statutory Accounting Principles (E) Working Group adopted as final the exposed
revisions to classify issue papers in Level 5 of the statutory hierarchy.

https://naiconline.sharepoint.com/teams/FRSStatutoryAccounting/National Meetings/A. National Meeting Materials/2025/02-25-25/Adoptions/24-27 - Issue
Paper Stat Hierarchy.docx

5 Prior to December 11, 2021, the term used to describe a new SAP concept was “substantive” and the term used to describe a SAP clarification
was “nonsubstantive.” The new terms will be reflected in materials to describe revisions to statutory accounting principles on a prospective
basis and historical documents will not be updated to reflect the revised terms.
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