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

REVIEW AND ADOPTION OF MINUTES

1. July 12, 2021, E-Vote		(Attachment 1)
2. July 20, 2021, E-Vote     		(Attachment 2)
3. August 26, 2021			(Attachment 3)
4. September 10, 2021, E-Vote		(Attachment 4)
5. October 25, 2021, E-Vote		(Attachment 5)
6. November 10, 2021			(Attachment 6)

The Statutory Accounting Principles (E) Working Group met in regulator-to-regulator session on December 2, August 10, and July 29. These regulator sessions were pursuant to the NAIC Open Meetings Policy paragraph 3 (discussion of specific companies, entities or individuals) and paragraph 6 (consultations with NAIC staff related to NAIC technical guidance of the Accounting Practices and Procedures Manual). No actions were taken during these meetings. The discussion for the respective dates referenced above included review of the Fall National Meeting agenda, an update on the “SSAP No. 43R Project,” and a review of certain (company specific) financial information from 2020 year-end financial statements filed with the NAIC. 

REVIEW AND ADOPTION of NON-CONTESTED POSITIONS

The Working Group may individually discuss the following items, or may consider adoption in a single motion: 
 
1. [bookmark: _Hlk52187937]Ref #2019-24: SSAP No. 71 – Levelized and Persistency Commission (Related Issue Paper)
2. Ref #2021-11: SSAP No. 43R – Credit Tenant Loans – Scope
3. Ref #2021-16: SSAP No. 30R – FHLB Disclosure – Blanks Referral
4. Ref #2021-17: SSAP No. 32R – Permitted Valuation Methods
5. Ref #2021-19EP: Editorial Updates

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

	2019-24
SSAP No. 71
(Robin)
	Levelized and Persistency Commission - Issue Paper
	7- Agenda Item
	No Comments
	IP – 3



Summary:
On August 26, the Working Group exposed an issue paper to document the discussion, for historical retention purposes, that led to the adoption of nonsubstantive revisions to SSAP No. 71—Policy Acquisition Costs and Commissions from agenda item 2019-24: Levelized and Persistency Commission. While the adopted revisions clarified existing guidance in SSAP No. 71, the Working Group elected to adopt an Dec. 31, 2021, effective date so that impacted companies would have time to prepare and communicate with their respective domestic regulator any financial impact. This agenda item also recommended a new annual statement general interrogatory to identify the use of a third party for the payment of commission expenses, which was adopted by the Blanks (E) Working Group for annual 2021 reporting (2021-04BWG Modified). 

Interested Parties’ Comments: 
Interested parties have no further comment on this item.

Recommended Action:
NAIC staff recommends that the Working Group adopt the exposed Issue Paper No. 165—Levelized Commissions. The issue paper details the discussion and final adoption revisions to SSAP No. 71—Policy Acquisition Costs and Commissions.


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

	2021-11
SSAP No. 43R
(Julie)
	SSAP No. 43R – Credit Tenant Loans – Scope
	8- Agenda Item
	No Comments
	IP – 1



Summary:
In July 2021, the Valuation of Securities (E) Task Force adopted revisions to the Purposes and Procedures Manual of the NAIC Investment Analysis Office (P&P Manual) to clarify that the definition of a credit tenant loan (CTL), is specific to mortgage loans in scope of SSAP No. 37—Mortgage Loans. (This limited amendment to the P&P Manual was suggested by the chair and vice chair of the Statutory Accounting Principles (E) Working Group to clarify that the application of the structural assessment to identify CTLs is limited to direct mortgage loans and relates to the potential reclassification of investments from Schedule B (Mortgage Loans) to Schedule D (Bonds) for qualifying investments.)

As a result of the Task Force’s adopted revisions, on August 26, the Working Group exposed this agenda item proposing the three items as summarized below:

1) To nullify INT 20-10: Reporting Nonconforming CTLs as no longer applicable. INT 20-10 was adopted in December of 2020 and permitted continued reporting on Schedule D – Long-Term Bonds for nonconforming CTLs (and other structures which met the characteristics of a CTL) if they had been filed for an SVO-assigned designation by Feb. 15, 2021. Although an SVO-assigned designation was not required to be received before filing the statutory financial statements, reporting entities were required to disclose the nonconforming CTLs captured on Schedule D with a CRP rating in Note 1. With the adoption of the Task Force’s edits, which clarify that security structures shall be assessed for accounting and reporting in accordance with the provisions in SSAP No. 26R—Bonds and SSAP No. 43R—Loan-Backed and Structured Securities, there is no need to retain INT 20-10 as the reporting exception provided would no longer be relevant for security structures. For historical documentation purposes, regulators indicated support for the nullification of INT 20-10 despite it having automatically expired on Oct. 1, 2021. 

2) Dispose agenda item 2020-24: Accounting and Reporting of Credit Tenant Loans without statutory revisions. This agenda item had two exposures regarding CTLs prior to the development of INT 20-10 and the SVO adoption that clarified the definition of CTLs. With the limited edits incorporated by the Task Force to clarify the definition of a CTL, agenda item 2020-24 is no longer required.

3) Minor, nonsubstantive revisions to SSAP No. 43R to explicitly identify SVO-Identified CTLs in scope of SSAP No. 43R. These revisions also propose to delete the examples of “other Loan-Backed and Structured Securities” in paragraph 27.b. It was noted that paragraph 27 should not be utilized as a scope paragraph for SSAP No. 43R. 

Interested Parties’ Comments: 
Interested parties have no comment on this item.

Recommended Action:
NAIC staff recommends that the Working Group take the following actions:

1) Nullify INT 20-10 as no longer applicable. Even though the INT has expired prior to the Working Group’s action, specific nullification language will be added to the INT for historical documentation purposes. 
 
2) Dispose agenda item 2020-24: Accounting and Reporting of Credit Tenant Loans without statutory revisions. 

3) Adopt the exposed nonsubstantive revisions to SSAP No. 43R—Loan-Backed and Structured Securities to 1) explicitly identify SVO-Identified CTLs in scope of SSAP No. 43R and 2) delete the examples of “other Loan-Backed and Structured Securities” in paragraph 27.b.


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

	2021-16
SSAP No. 30R
(Jim)
	SSAP No. 30R – FHLB Disclosure – Blanks Referral
	9- Agenda Item
	In Support
	IP – 5



Summary:
On October 25, in response to an e-vote, the Working Group exposed this agenda item for public comment. While the agenda item did not propose statutory accounting revisions, it did result in a referral to the Blanks (E) Working Group to capture information on FHLB funding agreements in Exhibit 7 – Deposit-Type Contracts. This agenda item was in response to a regulator request and will assist with the identification of how FHLB funding agreements are categorized in Exhibit 7.

Interested Parties’ Comments:
Interested parties support the proposed change in this item.

Recommended Action:
NAIC staff recommends that the Working Group adopt this agenda item, noting that there are no actual statutory revisions. Rather, adoption will express support for the corresponding Blanks (E) Working Group exposure (2021-15BWG), which includes a supplemental data capture footnote for FHLB borrowings reported in Exhibit 7 as a deposit-type contract. 


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

	2021-17
SSAP No. 32R
(Jim)
	SSAP No. 32R – Permitted Valuation Methods
	10- Agenda Item
	No Comments
	IP – 5



Summary:
On October 25, in response to an e-vote, the Working Group exposed this agenda item proposing revisions to 1) remove lingering references which indicate that cost is a permissible valuation method, and 2) remove descriptive language regarding redeemable preferred stock to ensure consistency with other identical edits made when SSAP No. 30 was substantively revised. 

For brief historical context, in July 2020, the Working Group adopted Issue Paper No. 164—Preferred Stock and substantively revised SSAP No. 32R—Preferred Stock. The substantively revised SSAP No. 32R was effective January 1, 2021, however in October 2020, agenda item 2020-31, permitted early application of the newly revised standard. As described in Issue Paper No. 164, Working Group reviewed the permissible valuation methods for redeemable preferred stock – specifically the prior guidance in SSAP No. 32—Preferred Stock that permitted “historical cost” as an applicable measurement method. During the development of SSAP No. 32R, and consistent with prior conclusions from U.S. GAAP, the Working Group concluded that “historical cost” is generally not an acceptable measurement method for this type of instrument.

Interested Parties’ Comments:
Interested parties have no comment on this item.

Recommended Action:
NAIC staff recommends that the Working Group adopt exposed nonsubstantive revisions to SSAP No. 32R—Preferred Stock to remove 1) references indicating that cost is an allowable valuation method, and 2) reference to “characteristics of debt securities” in paragraph 11.a.i to ensure consistency with prior approved edits to yield what is now SSAP No. 32R, paragraph 11.b.i. 






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

	2021-19EP
SSAP Nos. 16R & 43R
(Robin)
	Editorial Updates
	11- Agenda Item
	No Comments
	IP – 6



Summary:
On October 25, in response to an e-vote, the Working Group exposed editorial revisions as summarized below:

· SSAP No.16R— Electronic Data Processing Equipment and Software - Correct cross paragraph references in paragraphs 11.b and 12.b.

· SSAP No. 43R—Loan-Backed and Structured Securities - Removes outdated references to guidance which was previously deleted in Oct. 2017 (agenda item 2017-22). 

Interested Parties’ Comments:
Interested parties have no comment on this item.

Recommended Action:
NAIC staff recommends that the Working Group adopt the editorial revisions to SSAP No. 16R and SSAP No. 43R as final.


[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 #2021-14: Policy Statement Terminology Change – Substantive and Nonsubstantive


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

	2021-18
SSAP No. 108
(Robin)
	VM-21 Scenario Consistency Update
	12- Agenda Item
	In Agreement (minor edits received)
	IP – 6



Summary:
On October 25, in response to an e-vote, the Working Group exposed this agenda item to propose edits to SSAP No. 108—Derivatives Hedging Variable Annuity Guarantees to ensure consistency with VM-21: Requirements for Principle-Based Reserves for Variable Annuities (VM-21) – specifically removing reference to the “standard scenario.” By removing references to the standard scenario, the agenda item proposed adding reference to the conditional tail expectation (CTE) 70 as well as reference the VM-21’s guidance which allows a reporting entity to choose the company specific market path (CSMP) or CTE with prescribed assumptions (CTEPA) to calculate prescribed projection amounts for reserve purposes. 
Interested Parties’ Comments:
Interested parties agree with this proposal but recommend the following edits for the Working Group’s consideration:

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 Projection with prescribed assumption run scenario that produces VM-21 adjusted run scenario that produces the scenario reserve closest to conditional tail expectation (CTE) 70 (adjusted), but shall not exceed a period of 10 years. The CTE 70 (adjusted) VM-21 Standard Projection with prescribed assumption run and the scenario reserve closest to the CTE 70 (adjusted) areis determined using the method (company specific market path (CSMP) or conditional tail expectations (CTE) with prescribed assumptions (CTEPA)) applied by the reporting entityFN to calculate the prescribed projections amount.

Recommended Action:
NAIC staff shared the revised wording from interested parties with LATF representatives and received additional proposed edits. These edits have been shared with interested party representatives.

Proposed language from LATF representatives:

1.         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 Projection1 but shall not exceed a period of 10 years. 
New Footnote – The VM-21 Standard Projection calculation shall be the prescribed assumption 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 assumption 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 (Adjusted) from the stochastic reserve calculation, with the guarantee benefit cash flows from the VM-21 Standard Projection with prescribed assumption run for this economic scenario.
 
For the Fall National Meeting, it is recommended that the Working Group either adopt the revisions SSAP No. 108, reflecting the combined edits from the interested parties and LATF representatives or expose the updated revisions for an additional public comment period. 

(NAIC staff note – Inquire with interested parties whether an additional exposure period is necessary.)  


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

	2021-14
Policy Statement
(Julie)
	Policy Statement Terminology Change – Substantive and Nonsubstantive
	13- Agenda Item
	Comments Received
	IP – 2



Summary:
On August 14, the Working Group received a referral from the Financial Condition (E) Committee which highlighted that during the recent discussions involving SSAP No. 71 (Ref #2019-24: SSAP No. 71 – Levelized and Persistency Commission), it was highlighted that the statutory accounting terminology of “substantive” and “nonsubstantive” to describe statutory accounting revisions being considered by the Working Group to the Accounting Practices and Procedures Manual (AP&P Manual) could be misunderstood by users that are not familiar with the specific definitions and intended application of those terms. To avoid the incorrect perception that these terms may reflect the degree of financial impact to companies based on their common usage, the Committee requested that the Working Group consider updating these terms to prevent future misunderstandings.

As a result, on August 26, the Working Group exposed revisions to the NAIC Policy Statement on Maintenance of Statutory Accounting Principles, proposing that the historical use of the term “substantive” now reference “new SSAP or new SSAP concept” and “nonsubstantive” reference the verbiage of a “SAP clarification.” However, it was also noted that as these terms have been used since codification (1998) and due to the extent that these terms are currently used throughout the AP&P Manual, upon adoption of this terminology change, NAIC staff will utilize the new terminology on a go-forward basis. These updates will be limited to the guidance that describes the use of these terms and will not capture previously adopted SSAPs, issue papers or agenda items. The terms used in previously adopted guidance will remain, with the new terms being used prospectively when considering future revisions to statutory accounting.

Interested Parties’ Comments:
After some discussion and consideration of the proposal and its impact on the implementation of new statutory accounting standards, interested parties concluded that the distinction between substantive (proposed to change to “development of new SSAPs or New SAP Concepts in an Existing SSAPs”) and non-substantive (proposed to change to “Development of SAP Clarifications”) is at times confusing and that there would be more transparency in the development process if the distinction were eliminated. Instead, we recommend that all new standards be handled similarly but that the effective date for each new standard be determined by evaluating the complexity of implementation (e.g., the extent that systems changes are required) and the availability of data to insurers to implement the new standard. This determination would be made as the new standard is being completed and with feedback from industry as to the time needed to adopt the new requirements.

Recommended Action:
NAIC staff recommends that the Working Group adopt the exposed revisions to the NAIC Policy Statement on Maintenance of Statutory Accounting Principles of the AP&P Manual with a Jan. 1, 2022, effective date. This action is in accordance with the intent of the Financial Condition (E) Committee referral to clarify the terms “substantive” and “nonsubstantive” to prevent future misrepresentations or assessment by others. That referral specifically noted that the Committee was not proposing that the Working Group reassess the classification criteria, and the suggestion from the interested parties’ comment letter goes beyond Committee’s requested intent. The specific effective date of Jan. 1, 2022 intends to have a clear date for which new items presented to the Working Group will be reflected with the new terminology. (This is simply to ensure consistency in how items are presented / discussed.) 

Although it is recommended that the Working Group proceed with adopting the revised terms in line with the Financial Condition (E) Committee referral, if industry continues to support consideration of a revised process, an alternative approach could be sponsored in a separate agenda item. NAIC staff recognizes that under the current approach nonsubstantive revisions are generally effective upon adoption, but the current process permits the Working Group to establish effective dates that factor in various assessments. The Working Group often considers industry comments when determining an effective date, even if the change is considered a SAP clarification (nonsubstantive change). 
[bookmark: _Hlk42761822]
The comment letters are included in Attachment 14 (6 pages). 

https://naiconline.sharepoint.com/teams/frsstatutoryaccounting/national meetings/a. national meeting materials/2021/13. fall national meeting/hearing/0 - 12-2021 - sapwg hearing agenda.docx
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