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Draft Pending Adoption

Draft: 8/22/24

Accounting Practices and Procedures (E) Task Force
Chicago, lllinois
August 14, 2024

The Accounting Practices and Procedures (E) Task Force met in Chicago, IL, Aug. 14, 2024. The following Task Force
members participated: Cassie Brown, Chair, represented by Jamie Walker (TX); Mike Causey, Vice Chair,
represented by Jackie Obusek (NC); Lori K. Wing-Heier represented by David Phifer (AK); Mark Fowler represented
by Sheila Travis (AL); Ricardo Lara represented by Laura Clements and Kim Hudson (CA); Andrew N. Mais
represented by William Arfanis (CT); Karima M. Woods represented by N. Kevin Brown (DC); Trinidad Navarro
represented by Rylynn Brown and Tom Hudson (DE); Michael Yaworsky represented by Jason Reynolds and
Bradley Trim (FL); Doug Ommen represented by Kevin Clark (IA); Dean L. Cameron represented by Amber Re and
Eric Fletcher (ID); Vicki Schmidt represented by Tish Becker (KS); Sharon P. Clark represented by Mark Griggs (KY);
Timothy J. Temple represented by Melissa Gibson (LA); Kevin P. Beagan represented by James McCarthy and John
Turchi (MA); Robert L. Carey represented by Vanessa Sullivan (ME); Anita G. Fox represented by Judy Weaver (Ml);
Grace Arnold represented by Kathleen Orth (MN); Chlora Lindley-Myers represented by John Rehagen and Debbie
Doggett (MO); Mike Chaney represented by Josh Ammerman (MS); Jon Godfread represented by Matt Fischer
(ND); Eric Dunning represented by Andrea Johnson (NE); D.J. Bettencourt represented by Emily Doherty (NH);
Justin Zimmerman represented by David Wolf (NJ); Adrienne A. Harris represented by Bob Kasinow (NY): Judith L.
French represented by Dale Bruggeman (OH); Glen Mulready represented by Diane Carter and Eli Snowbarger
(OK); Michael Humphreys represented by Diana Sherman (PA); Michael Wise represented by Hinal Patel (SC); Larry
D. Deiter represented by Johanna Nickelson (SD); Carter Lawrence represented by Trey Hancock (TN); Scott A.
White represented by Doug Stolte and Jennifer Blizzard (VA); Kevin Gaffney represented by Karen Ducharme (VT);
Mike Kreidler represented by Steve Drutz (WA); and Nathan Houdek represented by Amy Malm (W1).

1. Adopted its Spring National Meeting Minutes

Walker directed the Task Force to its 2024 Spring National Meeting minutes.

Obusek made a motion, seconded by Malm, to adopt the Task Force’s March 17 minutes (see NAIC Proceedings
Spring 2024, Accounting Practices and Procedures (E) Task Force). The motion passed unanimously.

2. Adopted its 2025 Proposed Charges

Walker stated that the Task Force’s proposed charges were unchanged from the current year except for the edits
to insert “U.S.” before “generally accepted accounting principles” (GAAP) in two places.

Drutz made a motion, seconded by Orth, to adopt the Task Force’s 2025 proposed charges (Attachment Three).
The motion passed unanimously.

3. Adopted the Report of the Statutory Accounting Principles (E) Working Group

Bruggeman provided the report of the Statutory Accounting Principles (E) Working Group, which met Aug. 13.
During this meeting, the Working Group adopted its May 15 and Spring National Meeting minutes.

During its May 15 meeting, the Working Group took the following action:
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A.

Draft Pending Adoption

Adopted support and sponsorship for the Schedule BA modified blanks proposal 2023-12BWG, which
incorporates revisions for non-bond debt securities pursuant to the principles-based bond project
effective Jan. 1, 2025. (Ref #2023-16)

Adopted revisions to Statement of Statutory Accounting Principles (SSAP) No. 107—Risk-Sharing
Provisions of the Affordable Care Act, which removed the transitional reinsurance program and risk
corridor disclosures, as both programs have expired. In addition, the roll-forward illustration in Exhibit B
was revised to remove the portion for the transitional reinsurance program and the risk corridors
program. (Ref #2014-13)

Exposed revisions to Issue Paper No. 169: Principles-Based Bond Project, detailing the discussions and
decisions underlying the principles-based bond project. (Ref #2019-21)

Bruggeman stated that the Working Group adopted the following clarifications to statutory accounting guidance:

A.

SSAP No. 2R—Cash, Cash Equivalents, Drafts, and Short-Term Investments: Adopted revisions to eliminate
lingering references that imply that asset-backed securities (ABS), mortgage loans, or other Schedule BA:
Other Long-Term Invested Assets items are permitted to be reported as cash equivalents or short-term
investments. (Ref #2024-09)

SSAP No. 15—Debt and Holding Company Obligations and SSAP No. 103R—Transfers and Servicing of
Financial Assets and Extinguishments of Liabilities: Adopted, with modification, disclosures from
Accounting Standards Update (ASU) 2023-06, Disclosure Improvements for unused commitments and
lines of credit, disaggregated by short-term and long-term, and disclosure of cash flows from derivatives.
The remaining disclosures related to repurchase and reverse repurchase agreements were added to
agenda item 2024-04 for further consideration as part of that project. (Ref #2023-26)

SSAP No. 19—Furniture, Fixtures, Equipment, and Leasehold Improvements and SSAP No. 73—Health Care
Delivery Assets and Leasehold Improvements in Health Care Facilities: Adopted, with modification, the
leasehold improvement guidance from ASU 2023-01, Leases (Topic 842), Common Control Arrangements,
modified to align with existing guidance and reject the practical expedient for private companies and not-
for-profit entities. (Ref #2024-02)

SSAP No. 20—Nonadmitted Assets: Adopted revisions clarify that directly-held crypto assets are non-
admitted assets and adopted the definition of crypto assets from ASU 2023-08, Intangibles—Goodwill and
Other—Crypto Assets (Subtopic 350-60), Accounting for and Disclosure of Crypto Assets. (Ref #2024-03)

SSAP No. 25—Affiliates and Other Related Parties, SSAP No. 63—Underwriting Pools, and Interpretation
(INT) 03-02: Modification to an Existing Intercompany Pooling Arrangement: Adopted revisions address
transfers of assets when modifying intercompany pooling agreements and nullify INT 03-02. (Ref #2022-
12)

SSAP No. 26R—Bonds, SSAP No. 21R—Other Admitted Assets, SSAP No. 30R—Unaffiliated Common Stock,
SSAP No. 32R—Preferred Stock, SSAP No. 43R—Loan-Backed and Structured Securities, and SSAP No. 48—
Joint Ventures, Partnerships and Limited Liability Companies: Adopted revisions refer to SSAP No. 21R for
the residual definition and accounting and reporting guidance. (Ref #2024-08)

Accounting Practices and Procedures Manual (AP&P Manual) Editorial Revisions: Adopted revisions
remove the “Revised” and “R,” previously intended to identify a substantively revised SSAP, from SSAP
titles and SSAP references within the AP&P Manual. (Ref #2024-14EP)
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H.

Draft Pending Adoption

Principles-Based Bond Project Issue Paper: Adopted Issue Paper No. 169, which details the discussions and
decisions underlying the principles-based bond project. (Ref #2019-21)

Bruggeman stated that the Working Group exposed the following statutory accounting principle (SAP)
concepts and clarifications to statutory accounting guidance for a public comment period ending Sept. 27,
except for agenda items 2024-10 and 2024-15, which have a public comment period ending Nov. 8, and
agenda item 2024-01, which has a public comment period ending Sept. 6.

A.

SSAP No. 26R: Exposure clarifies the guidance for debt securities issued by funds with language added to
clarify U.S. Securities and Exchange Commission (SEC) registration is a practical safe harbor and should
not be utilized as a proxy for other debt securities issued by funds. Debt securities issued by funds must
be classified in accordance with the issuer’s primary purpose. (Ref #2024-01)

SSAP No. 48, SSAP No. 93—Low-Income Housing Tax Credit Property Investments, and SSAP No. 94R—
Transferable State Tax Credits: Exposure includes clarifications to the accounting guidance. (Ref #2024-
18)

SSAP No. 56—Separate Accounts: Exposure expands the measurement method guidance and specifies the
process to transfer assets for cash between the general account and book-value separate accounts. (Ref
#2024-10)

SSAP No. 61R—Life, Deposit-Type, and Accident and Health Reinsurance: Re-exposed revisions to
incorporate guidance consistent with SSAP No. 62R—Property and Casualty Reinsurance, Exhibit A
Implementation Questions and Answers (Q&A), question 10. This guidance requires risk transfer to be
evaluated in aggregate for contracts with interrelated contract features, such as experience rating
refunds. Also exposed a reference to A-791, paragraph 6, guidance for yearly renewable term contracts
regarding the entirety of the contract. (Ref #2024-06)

SSAP No. 86—Derivatives: Exposed concept agenda item to consider new guidance for interest-rate
hedging derivatives that do not qualify as accounting effective hedges under SSAP No. 86 but are used for
asset-liability management (ALM). (Ref #2024-15)

SSAP No. 86: Exposed revisions to address debt security investments with derivative components that do
not qualify as structured notes. The proposed guidance would require the separation of the derivatives
from the debt security and be applicable to “credit repack” investments and any type of debt security with
derivative wrappers or components. (Ref #2024-16)

SSAP No. 101—Income Taxes: Exposed revisions to reject, with modification, ASU 2023-09, Improvements
to Income Tax Disclosures. The exposure also proposes to remove one of the existing disclosures detailed
within the ASU. (Ref #2024-11)

SSAP No. 108 —Derivatives Hedging Variable Annuity Guarantees: Exposed revisions update the definition
of a clearly defined hedging strategy (CDHS) to reflect the revised guidance pursuant to Valuation Manual
(VM)-01, Definitions for Terms in Requirements. (Ref #2024-17)

Appendix A-791 Life and Health Reinsurance Agreements (A-791): Re-exposed revisions to remove the first
sentence of the A-791, paragraph 2c’s Q&A. (Ref #2024-05)
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). Annual Statement Blanks: Exposed a new part to the reinsurance Schedule S in the life/fraternal and
health annual statement blanks and Schedule F in the property/casualty (P/C) and title annual statement
blanks to capture information on modified coinsurance (modco) and funds withheld. (Ref #2024-07)

K. Annual Statement Blanks: Exposed revisions to provide more granular reporting lines for collateral loans.
(Ref #2023-28)

L. Conforming Repurchase Agreements: Exposed a memorandum that details an overview and discussion of
securities lending and repurchase/reverse repurchase agreements. (Ref #2024-04)

M. Current Expected Credit Losses (CECL) Issuer Paper: Exposed the issue paper drafted to document pre-
CECL generally accepted accounting principles (U.S. GAAP) impairment guidance for historical purposes.
(Ref #2023-24)

N. New Market Tax Credit (NMTC) Project Issue Paper: Exposed the issue paper detailing the discussions and
decisions underlying the NMTC project. (Ref #2022-14)

0. Appendix D—Nonapplicable U.S. GAAP Pronouncements: Exposed agenda item to reject ASU 2024-02,
Codification Improvements as not applicable to statutory accounting. (Ref #2024-19)

P. Bond Project Q&A: Exposed the Q&A Implementation Guide, which addresses topics in applying the
principles-based bond definition. (Ref #2019-21)

Bruggeman stated that the Working Group deferred action on SSAP No. 27—Off-Balance-Sheet and Credit Risk
Disclosures to allow NAIC staff additional time to confer with interested parties. (Ref #2024-12)

Bruggeman stated that the Working Group received updates on the following:

A. U.S. GAAP exposures, noting that items will be addressed during the normal maintenance process.

B. Valuation Manual adoptions and updates received, noting that no items identified require coordination
under the NAIC Policy Statement on Coordination with the Valuation Manual.

C. Interest Maintenance Reserve (IMR) Ad Hoc Group activities. In addition to an update on the Ad Hoc
Group’s discussions, this update identified that companies are not consistently reflecting negative IMR in
cash flow testing (CFT). Examples were also shared with the Life Actuarial (A) Task Force and Chief
Financial Regulators of the correct, incorrect, and potential misreporting that has been noted to assist
with the review of domiciliary companies.

D. Bond project implementation. This update informed that an NAIC self-study educational program is
available to all participants without a course fee for 2024.

E. International Association of Insurance Supervisors (lAIS) Audit and Accounting Working Group activities,
including notice of the exposed application paper on climate risk.

Bruggeman made a motion, seconded by Fischer, to adopt the report of the Statutory Accounting Principles (E)
Working Group (Attachment One). The motion passed unanimously.
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4. Adopted the Report of the Blanks (E) Working Group

Doggett provided the report of the Blanks (E) Working Group, which met Aug. 7. During this meeting, the Working
Group: 1) adopted its May 23 minutes, which included adoption of its Feb. 21 minutes; and 2) adopted its editorial
listing and the following proposals:

A

2023-12BWG Modified — Categorize debt securities on Schedule BA that do not qualify as bonds under
SSAP No. 26R —Bonds or SSAP No. 43R—Loan-Backed and Structured Securities and are captured in the
scope of SSAP No. 21R—Other Admitted Assets.

2024-01BWG — Update the Investment Schedules General Instructions to identify that common and
preferred stock residual interests should be reported on Schedule BA. (Statutory Accounting Principles [E]
Working Group agenda item 2023-23).

2024-02BWG Modified — Remove categories from Schedule DA, Part 1, and Schedule E, Part 2 that should
be reported on Schedule BA. Add clarifying instructions on what should be included in the other short-
term and other cash equivalent categories.

2024-03BWG Modified — Update General Interrogatory 35 for private letter (PL) rating security reporting
to clarify what should be included.

2024-04BWG — Add clarifying language to VM-20, Requirements for Principle-Based Reserves for Life
Products, supplement in the life blank to include separate accounts where applicable.

2024-05BWG — Add language to Annual General Interrogatory 29.05 (Quarterly General Interrogatory
17.5) to clarify that all investment advisors that have the discretion to make investment decisions,
including sub-advisors, should be disclosed through the interrogatory.

2024-06BWG - Property/casualty (P/C) changes: Limit the requirement to send qualification
documentation to the board of directors only at the initial appointment and not annually thereafter. Title
changes: Update the title instructions so they are more similar to the P/C instructions.

2024-07BWG — Update the illustration under Note 55(A)—Investments for net negative (disallowed) IMR
to add a separate account breakout. Add a new general interrogatory for a company attestation for
separate accounts.

2024-08BWG — Update the IMR and asset valuation reserve (AVR) instructions for specific allocation
guidance for NAIC designation changes for debt securities (excluding loan-backed and structured
securities [LBSS]), mortgage loans, and perpetual preferred stocks. (Statutory Accounting Principles [E]
Working Group agenda items 2023-15 and 2023-29).

2024-09BWG Modified — Add a note (5T) to the Notes to Financials to be data captured to report the
aggregate collateral loans by qualifying investment collateral.

2024-10BWG Modified — Remove the SSAP No. 107—Risk-Sharing Provisions of the Affordable Care Act
disclosure on the transitional reinsurance program and the risk corridors program from Note 24E in the
Notes to Financials (Note 24F for P/C) in the Annual Statement Instructions.

Doggett stated that the May 23 meeting also included the following actions:

A.

Deferred proposal 2024-11BWG — Update the Annual and Quarterly Instructions and Blanks for the New
Market Tax Credit changes. Changes that will be made to the Annual include Assets; Notes to Financial
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Statements 5K, 14A, and 21E; AVR; Schedule BA, Parts 1 and 3; and Verification Between Years. Quarterly
changes include Assets; Schedule BA, Part 3; and Verification Between Years. The public comment period
ends July 8.

B. Exposed one proposal with a public comment period ending July 8.

Doggett stated that the Working Group adopted its editorial listing and the following proposals during its Aug. 7
meeting:

A. 2024-11BWG Modified — Update the Annual and Quarterly Instructions and Blanks for the New Market
Tax Credit changes. Changes that will be made to the Annual include Assets; Notes to Financial Statements
5K, 14A, and 21E; AVR; Schedule BA, Parts 1 and 3; and Verification Between Years. Quarterly changes
include Assets; Schedule BA, Part 3; and Verification Between Years.

B. 2024-12BWG Modified — Update the quarterly investment schedules for editorial items to the bond
project. (Schedule D Verification; Schedule D, Part 1B; Schedule D, Parts 3 and 4; Schedule DL, Parts 1 and
2; and Schedule E, Parts 1 and 2). Update the Quarterly Investment Schedule General Instructions for the
changes that were adopted in the Annual Investment Schedule General Instructions. (Reference: adopted
proposal 2023-06BWG).

Doggett stated that during its Aug. 7 meeting, the Working Group received a Statutory Accounting Principles (E)
Working Group memorandum regarding instructional changes to the AVR to allow collateral loans backed by
mortgage loans to flow through AVR as an “Other Invested Asset with Underlying Characteristics of Mortgage
Loans.”

Doggett made a motion, seconded by Bruggeman, to adopt the report of the Blanks (E) Working Group
(Attachment Two). The motion passed unanimously.

Having no further business, the Accounting Practice and Procedures (E) Task Force adjourned.

https://naiconline.sharepoint.com/sites/NAICSupportStaffHub/Member Meetings/E CMTE/APPTF/2024 Summer/Summary and
Minutes/Minutes APPTF 2024 Summer TPR.docx

© 2024 National Association of Insurance Commissioners 6



Draft Pending Adoption

Attachment One
Accounting Practices and Procedures (E) Task Force
8/14/24

Draft: 8/27/24

Statutory Accounting Principles (E) Working Group
Chicago, lllinois
August 13, 2024

The Statutory Accounting Principles (E) Working Group of the Accounting Practices and Procedures (E) Task Force
met in Chicago, IL, Aug. 13, 2024. The following Working Group members participated: Dale Bruggeman, Chair
(OH); Kevin Clark, Vice Chair (IA); Sheila Travis and Richard Russel (AL); Kim Hudson (CA); William Arfanis and
Michael Estabrook (CT); Rylynn Brown (DE); Cindy Andersen (IL); Melissa Gibson and Bill Werner (LA); Judy Weaver
(M1); Keith Nyhan (NH); Bob Kasinow (NY); Diana Sherman (PA); Jamie Walker (TX); Doug Stolte and Jennifer
Blizzard (VA); and Amy Malm and Elena Vetrina (WI1). Also participating was David Wolf (NJ).

1. Adopted its May 15 and Spring National Meeting Minutes

Bruggeman directed the Working Group to its May 15 and March 16 minutes. During its May 15 meeting, the
Working Group took the following action: 1) adopted support and sponsorship for the Schedule BA modified
blanks proposal 2023-12BWG, which incorporates revisions for non-bond debt securities pursuant to the
principles-based bond project effective Jan. 1, 2025 (Ref #2023-16); 2) adopted revisions to Statement of Statutory
Accounting Principles (SSAP) No. 107—Risk-Sharing Provisions of the Affordable Care Act, which: a) removed the
transitional reinsurance program and risk corridor disclosures as both programs have expired; and b) removed the
portion for the transitional reinsurance program and the risk corridors program from the roll-forward illustration
in Exhibit B (Ref #2014-13); and 3) exposed revisions to the principles-based bond project, which detailed
discussions of the project. (Ref #2019-21).

Additionally, the Working Group met Aug. 8 in regulator-to-regulator session, pursuant to paragraph 3 (specific
companies, entities, or individuals) and paragraph 6 (consultations with NAIC staff related to NAIC technical
guidance) of the NAIC Policy Statement on Open Meetings, to discuss the Summer National Meeting agendas.

Sherman made a motion, seconded by Walker, to adopt the Working Group’s May 15 (Attachment One-A) and
March 16 minutes (see NAIC Proceedings — Spring 2024, Accounting Practices and Procedures (E) Task Force,

Attachment One). The motion passed unanimously.

2. Reviewed Comments on Non-Contested Positions

The Working Group reviewed comments on non-contested positions (Attachment One-B).
A. Ref #2024-02

Bruggeman directed the Working Group to agenda item 2024-02: Accounting Standards Update (ASU) 2023-01,
Leases (Topic 842), Common Control Arrangements (Attachment One-C). Jake Stultz (NAIC) stated that ASU 2023-
01 focuses on two issues, both related to private company stakeholders’ concerns about applying Topic 842 to
related party arrangements between entities under common control. The first issue provides a practical expedient
for private companies and not-for-profit entities that are not conduit bond obligors, and the second issue involves
the accounting for leasehold improvements associated with a lease between entities under common control.
Stultz stated that interested parties had no comments on this item and that NAIC staff recommend the Working
Group adopt, with modification, ASU 2023-01 in SSAP No. 19—Furniture, Fixtures, Equipment and Leasehold
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Attachment One
Accounting Practices and Procedures (E) Task Force
8/14/24

Improvements and SSAP No. 73—Health Care Delivery Assets and Leasehold Improvements in Health Care
Facilities.

B. Ref#2024-03

Bruggeman directed the Working Group to agenda item 2024-03: ASU 2023-08, Accounting for and Disclosure of
Crypto Assets (Attachment One-D). Stultz stated that, on March 16, the Working Group exposed revisions to adopt,
with modification, ASU 2023-08, Intangibles—Goodwill and Other—Crypto Assets (Subtopic 350-60), Accounting
for and Disclosure of Crypto Assets in SSAP No. 20—Nonadmitted Assets and with the intent of also nullifying
Interpretation (INT) 21-01: Accounting for Cryptocurrencies (Attachment One-E). The adoption of this agenda item
incorporates guidance in SSAP No. 20 that crypto assets are nonadmitted assets for statutory accounting. Stultz
stated that interested parties had no comments on this item and that NAIC staff recommend that the Working
Group adopt the exposed revisions to SSAP No. 20 and nullify INT 21-01 upon the adoption of this agenda item,
as the revisions to SSAP No. 20 also incorporate and expand guidance previously in INT 21-01.

C. Ref #2024-08

Bruggeman directed the Working Group to agenda item 2024-08: Consistency Revisions for Residuals (Attachment
One-F). Julie Gann (NAIC) stated that on March 16, the Working Group exposed revisions to incorporate
consistency revisions for residual tranches and residual security interests. Over the last few years, various revisions
have been incorporated for residual interests. These began with revisions to clarify the reporting on Schedule BA
(instead of Schedule D-1) along with the residual definition and guidance within each investment SSAP to highlight
that residuals shall be captured on Schedule BA. Although these revisions were necessary to immediately address
the reporting of residuals, the discussions that accompanied these revisions noted that conforming revisions
would be needed coinciding with the effective date of the principles-based bond definition guidance to have
consistency in guidance location, terminology, and definitions. Gann stated that, with the revisions to SSAP No.
21—O0ther Admitted Assets, to provide the accounting and reporting for residuals, all residuals, regardless of
investment structure, shall follow the guidance detailed in SSAP No. 21 and be reported on Schedule BA. She
stated that to ensure consistency in definitions and guidance, this agenda item proposes to centralize residual
guidance within SSAP No. 21 and use a consistent approach in the other investment SSAPs to exclude residuals
from their scope and direct companies to SSAP No. 21. Gann stated that interested parties support the proposed
changes and that NAIC staff recommend that the Working Group adopt the exposed revisions, to be effective Jan.
1, 2025. These changes incorporate consistency revisions for residuals so that all SSAPs refer to SSAP No. 21 for
the formal definition and accounting and reporting guidance. This adoption also includes revisions to SSAP No.
26—Bonds, SSAP No. 30— Undffiliated Common Stock, SSAP No. 32—Preferred Stock, SSAP No. 43—Asset-Backed
Securities, and SSAP No. 48—Joint Ventures, Partnerships and Limited Liability Companies. The effective date of
Jan. 1, 2025, is necessary to mirror the effective date of the SSAP No. 21 guidance.

D. Ref#2024-09

Bruggeman directed the Working Group to agenda item 2024-09: SSAP No. 2R—Clarification (Attachment One-
G). Gann stated on March 16, the Working Group exposed revisions to SSAP No. 2—Cash, Cash Equivalents, Drafts
and Short-Term Investments. This agenda item has been developed to update the guidance in SSAP No. 2 to
remove a lingering reference to items that have been removed from scope, pursuant to the bond project (asset-
backed securities—ABS) or from agenda item 2023-17 (mortgage loans and Schedule BA assets). The edits are
focused on the guidance that addresses “rolling” cash equivalents and short-term investments in which there is a
continued reference to SSAP No. 43 investments and “other invested assets.” This guidance has been revised to
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only reflect items in the scope of SSAP No. 2. Gann stated that interested parties have no comments and that NAIC
staff recommend that the Working Group adopt the exposed revisions to SSAP No. 2 to eliminate lingering
references that imply that ABS, mortgage loans, and other Schedule BA items are permitted to be reported as
cash equivalents or short-term investments.

E. Ref#2024-14EP

Bruggeman directed the Working Group to agenda item 2024-14EP: Accounting Practices and Procedures Manual
Editorial (Attachment One-H). Stultz stated that on March 16, the Working Group exposed agenda item 2024-
14EP, which proposed to remove the “Revised” and “R” previously intended to identify a substantively revised
SSAP from SSAP titles and SSAP references within the Accounting Practices and Procedures Manual (AP&P
Manual). NAIC staff consider the “Revised” and “R” identifiers to no longer be useful. Stultz stated that interested
parties had no comments on this item and that NAIC staff recommend that the Working Group adopt the exposed
editorial revisions as exposed.

F. Ref#2023-26

Bruggeman directed the Working Group to agenda item 2023-26: ASU 2023-06, Disclosure Improvements
(Attachment One-l). Wil Oden (NAIC) stated that on March 16, the Working Group exposed revisions to adopt,
with modification, ASU 2023-06, Disclosure Improvements, Codification Amendments in Response to the SEC’s
Disclosure Update and Simplification Initiative. On Dec. 1, 2023, the Working Group deferred action on ASU 2023-
06 to allow NAIC staff further time to consider whether certain aspects of ASU 2023-06 were applicable to
statutory accounting. In October 2023, the Financial Accounting Standards Board (FASB) issued ASU 2023-06 in
response to a referral from U.S. Securities and Exchange Commission (SEC) Release No. 33-10532, Disclosure
Update and Simplification, issued Aug. 17, 2018. The changes detailed in the ASU seek to clarify or improve
disclosure and presentation requirements of various topics. Many of the amendments allow users to more easily
compare entities subject to the SEC’s existing disclosures with those not previously subject to the SEC’s
requirements, while others represent miscellaneous clarifications or technical corrections of the current
disclosure requirements. Two of the more significant items from the SEC referral are the requirement for
companies to disclose the weighted average interest rate of debt and provide repurchase agreement (repo)
counterparty risk disclosures. The FASB elected to only require the weighted average interest rate disclosure for
publicly traded companies due to concerns regarding the complexity of the calculation for private companies.
Oden stated that interested parties had no comments on this item and that NAIC staff recommend that the
Working Group adopt, with modification, certain disclosures from ASU 2023-06 in SSAP No. 15—Debt and Holding
Company Obligations and SSAP No. 86—Derivatives. The disclosures relevant to repurchase agreements, reverse
repurchase agreements, and secured lending will be added to agenda item 2024-04: Conforming Repurchase
Agreements for further consideration as part of the larger project looking at statutory guidance for repurchase
agreements and securities lending.

Malm made a motion, seconded by Hudson, to adopt the statutory accounting principles (SAP) concepts and
clarifications. The motion passed unanimously.
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3. Continued the Exposure of Agenda Item 2024-05

A. Ref#2024-05

Bruggeman directed the Working Group to agenda item 2024-05: A-791 Paragraph 2.c. Robin Marcotte (NAIC)
stated that on March 16, the Working Group exposed revisions to Appendix A-791, paragraph 2.c. Question and
Answer. This agenda item was developed in response to the Valuation Analysis (E) Working Group’s referral to the
Working Group that recommended making a clarifying edit to Appendix A-791, Life and Health Reinsurance
Agreements (A-791), Section 2.c. Question and Answer by removing the first sentence, which reads, “Unlike
individual life insurance where reserves held by the ceding insurer reflect a statutorily prescribed valuation
premium above which reinsurance premium rates would be considered unreasonable, group term life has no such
guide.” Marcotte stated that the Valuation Analysis (E) Working Group’s referral noted that the sentence was
unnecessary and was more of an aside statement in the discussion of group term life; however, the referral raised
concerns that this sentence was being misinterpreted. Marcotte stated that interested parties provided no
comments.

Mike Monahan (American Council of Life Insurers—ACLI), representing interested parties, stated that the two
proposals on risk transfer, agenda items 2024-05 and 2024-06, should be considered together. He stated that
interested parties’ comments for agenda item 2024-06, which recommended the Working Group delay taking
action, were intended to be referenced in agenda item 2024-05.

Walker made a motion, seconded by Clark, to continue the exposure of agenda item 2024-05: A-791 Paragraph
2.c. until Sept. 27 to allow for further comment.

4. Reviewed Comments on Exposed ltems

The Working Group reviewed comments received on previously exposed items (Attachment One-B).

A. Agenda Item 2019-21

Bruggeman directed the Working Group to agenda item 2019-21: Principles-Based Bond Project. Gann stated that
the Working Group exposed updates to the draft issue paper for the principles-based bond project for a public
comment period that ended June 21. The issue paper documents the discussions and decisions within the
principles-based bond project and has been updated to reflect the final actions. Additionally, consistency edits
and reorganization have been reflected as the authoritative SAP revisions have been adopted. (As a reminder,
issue papers are not authoritative; they simply provide background and discussion elements for historical
reference.) Changes from the prior exposed version are shown as tracked within the document. Gann stated that
NAIC staff recommend that the Working Group adopt the issue paper with modifications to reflect the interested
parties’ comments (Attachment One-J). Revisions to reflect the comments are shaded yellow in the agenda item.
In addition to these changes, in paragraph 36, the last sentence has been revised to be overly clear that the
reporting entity shall assess structures when acquired, based on what the issuer intended at the origination. Gann
stated that, as a second action, NAIC staff recommend that the Working Group expose a Question-and-Answer
Implementation Guide (Q&A) that addresses issues brought from industry to the Bond/American Institute of
Certified Public Accountants (AICPA) small group. This Q&A details interpretations of how the SAP guidance should
be applied to specific investment structures or characteristics.
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Clark made a motion, seconded by Walker, to adopt the exposed revisions to agenda item 2019-21: Principles-
Based Bond Project and expose the Q&A for a public comment period ending Sept. 27. The motion passed
unanimously.

B. Agenda Item 2024-01

Bruggeman directed the Working Group to agenda item 2024-01: Bond Definition — Debt Securities Issued by
Funds. Gann stated that on March 16, the Working Group re-exposed revisions to both SSAP No. 26 and the draft
issue paper for the principles-based bond project to clarify the guidance for debt securities issued by funds. The
revisions intended to eliminate the rules-based provision, in which SEC registration for a fund is required, and
instead permit debt securities issued by funds to be classified as issuer credit obligations if the fund represents an
operating entity. The revisions included guidance to assist in determining whether a fund represents an operating
entity, and the issue paper guidance continued to identify that collateralized fund obligations (CFOs) and other
similar structures would be required to be assessed as ABS to determine if they qualify for bond reporting. Gann
stated that the Working Group re-exposed this item with a request that state insurance regulators and industry
provide comments on the proposed language that assists with clarifying the scope of guidance and the types of
debt securities issued by funds that should be considered as operating entities, and the proposed language to
better define the extent of debt that may be issued to fund operations. This re-exposure and request for
clarification intends to address interpretations from the original exposure that the revised guidance would permit
feeder funds (and other structures that raise debt capital) to be classified as issuer credit obligations. Gann stated
that NAIC staff recommend that the Working Group expose language to clarify guidance for debt securities issued
by funds for a shortened timeframe ending Sept. 6. Based on the comments received, this agenda item could be
considered for adoption via e-vote. If needed, an interim call will be held to discuss comments received. Please
note that although industry has communicated support for the ‘revised language,’ the revised language was
developed in the interim while working with industry and was not formally exposed. This exposure is considered
appropriate to ensure state insurance regulators and all industry representatives have time to review the revised
language.

Clark made a motion, seconded by Malm, to expose language to clarify guidance for debt securities issued by
funds for a shortened timeframe for a public comment period ending Sept. 6. The motion passed unanimously.

C. Agenda Item 2024-04

Bruggeman directed the Working Group to agenda item 2024-04: ASU 2023-04 — Conforming Repurchase
Agreements. Gann stated that on March 16, the Working Group exposed this agenda item for comments, which
had been developed in response to the January 2024 referral received from the Life Risk-Based Capital (E) Working
Group. The referral was sent for assistance to address an ACLI request to modify the treatment of repurchase
agreements in the life risk-based capital (RBC) formula to converge with treatment for securities lending programs.
As detailed within the ACLI-sponsored life RBC proposal, the request is to incorporate a concept of “conforming
programs” for repurchase agreements, with the collateral attributed to these programs assigned a 0.2% (.0020)
factor instead of a 1.26% (0.0126) factor. Gann stated that interested parties support the ACLI comment letter
submitted April 17. Gann stated that NAIC staff have developed a memorandum that walks through the
accounting and reporting for securities lending and repurchase agreements with noted questions. NAIC staff have
noted inconsistencies in the application of these transactions across companies, particularly when the
components are identified as restricted and how they flow through RBC. They recommend clarification of the
guidance to mitigate inconsistencies. Gann stated that NAIC staff recommend the exposure of this memorandum
with a request for feedback on the documented processes and the noted questions. NAIC staff have met with
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industry representatives in the interim and suggest continued interim discussions with the ACLI and other industry
representatives on these transactions and appropriate accounting/reporting.

Walker made a motion, seconded by Kasinow, to expose the memorandum with a request for feedback on the
documented processes and the noted questions for a public comment period. The motion passed unanimously.

D. Agenda Item 2024-06

Bruggeman directed the Working Group to agenda item 2024-06: Risk Transfer Analysis on Combination
Reinsurance Contracts. Marcotte stated that on March 16, the Working Group exposed agenda item 2024-06 to
address the risk transfer aspect of a December 2023 Valuation Analysis (E) Working Group referral. The exposed
revisions to SSAP No. 61—Life, Deposit-Type and Accident and Health Reinsurance were narrowly focused on risk
transfer and incorporated guidance noting that interdependent contract features such as a shared experience
refund must be analyzed in the aggregate when determining risk transfer. The Working Group exposure was based
on existing guidance that is in both the U.S. generally accepted accounting principles (GAAP) and SSAP No. 62—
Property and Casualty Reinsurance Exhibit A — Implementation Questions and Answers, question 10, which
provides guidance stating that contracts with interdependent features must be analyzed in the aggregate for risk
transfer. In addition, a reference to A-791, paragraph 6 was proposed to be added to existing yearly renewable
term (YRT) guidance, which would require that the reinsurance contract include provisions that the agreement
shall constitute the entire agreement between the parties with respect to the business being reinsured thereunder
and that there are no understandings between the parties other than as expressed in the agreement. The
Valuation Analysis (E) Working Group, Life Actuarial (A) Task Force, and Reinsurance (E) Task Force were all
notified of the exposure. The Valuation Analysis (E) Working Group referral identified some combined YRT and
coinsurance contracts with an aggregate experience refund and the inability to independently recapture the
different types of reinsurance. The referral noted that the contract must be evaluated in aggregate for risk transfer
in such cases. The Valuation Analysis (E) Working Group referral also noted that the complexity of such contracts
was not readily apparent to regulatory reviewers, and the Valuation Analysis (E) Working Group wanted to
increase awareness of this topic. It noted concerns with companies either taking too large of reinsurance credit
or an inappropriate credit.

Marcotte stated that the Working Group received two comment letters. The comment letter from Clare Thinking,
Inc. supported the exposure, agreeing that interdependent contract features must be analyzed in aggregate and
that the intent of A-791 was that reinsurance credit should not include the possibility of negative surplus impact
to the ceding entity. Marcotte stated that the interested parties commented that the exposed language is
characterized as a clarification; it is unclear that the proposed changes are strictly clarifications. Specifically,
interested parties are concerned that the exposed language could lead to broader interpretive changes across
the industry. She stated that the interested parties noted that such combination contracts need to be analyzed
individually to determine if risk transfer is met. Marcotte stated that interested parties suggest that further
discussion between industry participants, the NAIC, and state insurance regulators on this important topic would
ensure mutual understanding of intent. Marcotte noted that several of the comments received were regarding
the Valuation Analysis (E) Working Group'’s referral rather than the exposed language.

Marcotte stated that NAIC staff recommend re-exposing the agenda item until Sept. 27 to allow for discussion
at the Fall National Meeting. She recommended that the Working Group specifically request comments on: 1)
detail on the extent to which this agenda item would impact existing YRT combination contracts; and 2) specific
language regarding the concept that interdependent contract features should be analyzed in aggregate. In
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addition, Marcotte recommended that the comments received by the Working Group on the most recent
exposure be shared with the same groups notified of the prior exposure.

Monahan stated that the ACLI supports re-exposing this agenda item, which the ALCI views as more than a
clarification. He noted that the ACLI will provide examples to the Working Group on the complexities of the issues.

Clark requested more information on the dollar magnitude of the treaties that might not qualify for risk transfer.
He noted from initial regulator reviews of Schedule S that there seem to be relatively few contracts. He stated
that he views this as a clarification, as it has been widely understood for both GAAP and statutory accounting that
interdependent contract features (whether in separate contracts or the same contract) need to be analyzed in
aggregate. Clark stated that, in his view, this re-exposure is to gather more information rather than a concern
regarding the exposed language. Bruggeman also stated that the exposed language was narrow, and comments
addressed to this Working Group should focus on the exposed language.

Sheldon Summers (Claire Thinking, Inc.) stated that his comments were his own opinion. He stated that when the
Life and Health Reinsurance Agreements Mode Regulation (#791) was adopted, one of the main objectives was
that reinsurance agreements that provided surplus relief should only reflect surplus relief that had permanence.
Therefore, several of the provisions of Model #791 are meant to ensure that reported surplus relief reflects
permanence. For example, renewal expense allowances have to cover expenses. Otherwise, the company would
incur expenses greater than what it would receive, which would deplete the surplus over time. Therefore, that
type of surplus relief would not be considered permanent. Other provisions also address this major objective.
Summers stated that a reinsurance agreement that includes coinsurance that imposes an obligation for a YRT
agreement, and the two coverages are interdependent, should be reviewed in their entirety to ensure they meet
the objectives of A-791.

Hudson made a motion, seconded by Clark, to re-expose agenda item 2024-06 for a public comment period ending
Sept. 27 and directed NAIC staff to forward the comments previously received to the Valuation Analysis (E)
Working Group, Life Actuarial (A) Task Force, and Reinsurance (E) Task Force. The motion passed unanimously.
The Working Group specifically requested: 1) industry examples; 2) details on both the dollar impact and the
number of existing YRT combination contracts that might not meet risk transfer from the exposed revisions; and
3) that specific language regarding the concept that interdependent contract features be analyzed in aggregate.

E. Agenda ltem 2024-07

Bruggeman directed the Working Group to agenda item 2024-07: Reporting of Funds Withheld and Modco Assets.
Stultz stated that on March 16, the Working Group exposed a concept agenda item with the intent to develop
future revisions to annual statement Schedule S and Schedule F to address the reporting of assets subject to funds
withheld and modified coinsurance (modco) arrangements. The initial recommendation is to add a new part to
the reinsurance Schedule S in the life/fraternal and health annual statement blanks and Schedule F in the
property/casualty (P/C) and title annual statement blanks. The new part would be similar in structure to Schedule
DL, include all assets held under a funds withheld arrangement, and include a separate signifier for modco assets.
Stultz stated that interested parties acknowledge the importance of transparency in financial reporting with
respect to assets backing funds withheld and modco reinsurance transactions and state insurance regulators’
preference to be able to understand the assets supporting these contracts. Stultz stated that NAIC staff
recommend that the Working Group expose the draft of the new reporting schedules, which add a new part to
the reinsurance Schedule S in the life/fraternal and health annual statement blanks and Schedule F in the P/C and
title annual statement blanks and direct NAIC staff to continue working with interested parties on this proposal.
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Walker made a motion, seconded by Hudson, to expose the draft of the new reporting schedules for a public
comment period ending Sept. 27 and direct NAIC staff to continue collaborating with interested parties on this
proposal. The motion passed unanimously.

F. Agenda ltem 2024-10

Bruggeman directed the Working Group to agenda item 2024-10: SSAP No. 56—Book Value Separate Accounts.
Gann stated that on March 16, the Working Group exposed an agenda item to expand the guidance in SSAP No.
56—Separate Accounts to further address situations and provide consistent accounting guidelines for when assets
are reported at a measurement method other than fair value. The guidance in SSAP No. 56 predominantly focuses
on separate account products in which the policyholder bears the investment risk. In those situations, the assets
in the separate account are reported at fair value. SSAP No. 56 provides limited guidance for assets supporting
fund accumulation contracts such as guaranteed investment contracts (GICs), which do not participate in
underlying portfolio experience, with a fixed interest rate guarantee, purchased under a retirement plan or plan
of deferred compensation, established or maintained by an employer, with the direction that these assets shall
be recorded as if they were held in the general account. This measurement method is generally referred to as
“book value.” NAIC staff are aware that there has been an increase in assets reported at “book value” within the
separate account. Gann stated that these have been approved under state-prescribed practices and/or
interpretations that the reference for fund accumulation contracts captures pension risk transfer (PRT) or
registered indexed-linked annuities (RILA) and other similar general-account type products that the state of
domicile has approved for reporting in the separate account. Gann stated that interested parties are currently
working with NAIC staff and the Interest Maintenance Reserve (IMR) Ad Hoc Group on this agenda item. She
stated that NAIC staff recommend that the Working Group expose draft revisions to SSAP No. 56 to allow for initial
review and consideration of potential changes to update measurement method guidance and specify the process
to transfer assets for cash between the general and book-value separate accounts. In addition to the proposed
revisions, NAIC staff questions are shaded in the document requesting additional information from state insurance
regulators and industry. These questions focus predominantly on seed money and other asset transfers not
captured in the proposed guidance. Gann stated that it is proposed that this item be exposed for a publiccomment
period ending Nov. 8 to allow more time for review and comment generation. Discussion of the comments is
anticipated in the interim prior to the 2025 Spring National Meeting.

Walker made a motion, seconded by Clark, to expose draft revisions to SSAP No. 56 to allow for initial review and
consideration of potential changes to update measurement method guidance and specify the process to transfer
assets for cash between the general and book-value separate accounts for a public comment period ending Nov.
8. The motion passed unanimously.

G. Agenda ltem 2024-11

Bruggeman directed the Working Group to agenda item 2024-11: ASU 2023-09, Improvements to Income Tax
Disclosures. Oden stated that on March 16, the Working Group exposed revisions to adopt, with modification,
ASU 2023-09, Improvements to Income Tax Disclosures. However, based on the comments from interested
parties, the NAIC staff recommendation has been changed from adopt with modification to reject for statutory
accounting purposes. Oden stated that NAIC staff agreed with interested parties’ comments that the additions
from the ASU are duplicative of existing statutory income tax disclosures. NAIC staff have maintained the
recommendation of deleting paragraph 23.b. from SSAP No. 101—Income Taxes, as both staff and interested
parties agree this disclosure is no longer relevant. As the NAIC staff recommendation has been changed, the
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updated agenda will be exposed for a public comment period ending Sept. 27 to allow for consideration at the
Fall National meeting.

Hudson made a motion, seconded by Weaver, to expose revisions to reject ASU 2023-09, Improvements to Income
Tax Disclosures, and delete paragraph 23.b. from SSAP No. 101. The motion passed unanimously.

H. Agenda Item 2024-12

Bruggeman directed the Working Group to agenda item 2024-12: Updates to SSAP No. 27—Off-Balance-Sheet and
Credit Risk Disclosures. Oden stated that on March 16, the Working Group exposed revisions to remove references
to FASB Statement No. 105, Disclosure of Information about Financial Instruments with Off-Balance-Sheet (FAS
105) from SSAP No. 27 and amend the annual statement instructions to clarify its scope and requirements. It came
to NAIC staff’s attention that SSAP No. 27 references the long out-of-date FAS 105, which had been superseded
by FASB Statement No. 133, Accounting for Derivative Instruments and Hedging Activities (FAS 133) prior to the
establishment of the Accounting Standards Codification framework. Additionally, NAIC staff noted that the annual
statement instructions only provide disclosures for derivative swaps, futures, and options. However, the guidance
in SSAP No. 27 is intended to be applicable to all derivative instruments and financial instruments, except those
specifically carved out by the reference to FAS 105. Oden stated that NAIC staff recommend amending SSAP No.
27 to specifically list the financial instruments excluded from the SSAP rather than referencing FAS 105 and that
the annual statement instructions to add an “Other” derivatives category, disclosure examples, and instructions
for non-derivative financial instruments with off-balance sheet credit risks. Oden stated that NAIC staff
recommend that the Working Group defer this agenda item while staff continue to work with industry on this
agenda item. Bruggeman stated agreement with the deferral, and no action is required.

I. Agenda ltem 2022-12

Bruggeman directed the Working Group to agenda item 2022-12: Review of INT 03-02: Modification to an Existing
Intercompany Pooling Arrangement. Marcotte stated that on March 16, the Working Group deferred action on
this agenda item, originally introduced in 2022 and proposed nullifying INT 03-02: Modification to an Existing
Intercompany Pooling Arrangement (Attachment One-K). The INT was initially proposed to be nullified as it is
inconsistent with the SSAP No. 25—Affiliates and Other Related Parties guidance regarding economic and non-
economic transactions between related parties. After discussion, the Working Group exposed revisions to
maintain the exception, which allows for the use of the statutory book valuation when using assets (such as bonds)
to make payments to affiliates for modifications to existing intercompany reinsurance pooling agreements.

Marcotte stated that interested parties agree with and support the adoption of the proposed changes; however,
the interested parties suggested rewording the disclosure in SSAP No. 63—Underwriting Pools, paragraph 13.i. for
clarity. Marcotte stated that NAIC staff recommend that the Working Group adopt the exposed revisions to SSAP
No. 63 with a modification to paragraph 13.i., which is similar to the edits suggested by interested parties modified
to note disclosure should reflect the fair values that differ from statement value. With this adoption, INT 03-02
would also be nullified. Marcotte noted that interested parties supported the revised paragraph 13 wording.

Hudson made a motion, seconded by Weaver, to adopt the exposed revisions to SSAP No. 63 with a modification
to paragraph 13.i. and the nullification of INT 03-02 (Attachment One-L). The motion passed unanimously.
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5. Considered Maintenance Agenda — Pending Listing

Walker made a motion, seconded by Hudson, to expose the following SAP concepts and clarifications to statutory
accounting guidance for a public comment period ending Sept. 27, except for agenda item 2024-15, which was
exposed for a public comment period ending Nov. 8. The motion passed unanimously.

A. Agenda Item 2022-14

Bruggeman directed the Working Group to agenda item 2022-14: New Market Tax Credit Project. Oden stated this
is the issue paper for the new market tax credit (NMTC) project that the Working Group adopted at the Spring
National Meeting. Agenda item 2022-14 adopted conceptual changes to SSAP No. 93—Low-Income Housing Tax
Credit Property Investments and SSAP No. 94—Transferable and Nontransferable State Tax Credits, which included
expanding the scope of SSAP No. 93 to include all qualifying types of tax credit investments, regardless of structure
or underlying tax credit program. The scope of SSAP No. 94 was also expanded to include purchased state and
federal tax credits along with updates to the accounting guidance. He stated that the issue paper documents the
discussion and decisions on this project, including updates and revisions, and includes a final tracked changes
version of SSAP No. 93 and SSAP No. 94, as well as a flowchart that may be useful for industry when evaluating
the new decision trees for SSAP No. 93. Oden stated that NAIC staff recommend the Working Group expose the
draft issue paper for a public comment period ending Sept. 27 for consideration at the Fall National Meeting.

B. Agenda ltem 2024-18

Bruggeman directed the Working Group to agenda item 2024-18: Clarifications to NMTC Project. Oden stated that
this agenda item involves clarifications to the adopted guidance from agenda item 2022-14, adopted at the Spring
National Meeting. Oden stated that, after adoption, several certified public accounting (CPA) firms raised
guestions about the accounting guidance in SSAP No. 93 and SSAP No. 94. He stated that NAIC staff agreed with
their points, discussed them with interested parties, and drafted revisions to the accounting guidance in both
SSAP No. 93 and SSAP No. 94 to align with the journal entry examples that had been added to each SSAP.
Additionally, NAIC staff noted that a sentence in SSAP No. 48 had not been updated as part of the NMTC project,
and revisions to that sentence have been included in this agenda item. Oden stated that NAIC staff recommend
that the Working Group move this item to the active listing, categorize it as a SAP clarification, and expose
revisions to SSAP No. 48, SSAP No. 93, and SSAP No. 94, effective Jan. 1, 2025.

C. Agendaltem 2023-24

Bruggeman directed the Working Group to agenda item 2023-24: Current Expected Credit Losses (CECL). Oden
stated that this is the issue paper that the Working Group directed staff to prepare on CECL. As a reminder, on
Jan. 10, the Working Group adopted 2023-24, which proposed revisions to various SSAPs to reject ASU 2016-13,
Measurement of Credit Losses on Financial Instruments (CECL), and other CECL-related ASUs for statutory
accounting purposes. Upon adoption, the Working Group directed NAIC staff to prepare an issue paper
documenting pre-CECL impairment guidance. Since many SSAPs adopted pre-CECL impairment guidance, the
Working Group wanted to ensure that any guidance superseded by CECL was readily available for future use. Oden
stated that NAIC staff recommend the Working Group expose the draft issue paper for a public comment period
ending Sept. 27 for consideration at the Fall National Meeting.
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D. Agenda ltem 2024-15

Bruggeman directed the Working Group to agenda item 2024-15: ALM Derivatives. Gann stated that this is a new
concept agenda item addressing asset-liability matching (ALM) derivatives and arose from the IMR Ad Hoc Group.
Gann stated that when INT 23-01: Net Negative (Disallowed) Interest Maintenance Reserve was developed, it was
identified that some life companies have been including gains and losses from derivatives in IMR that were not
considered accounting-effective under SSAP No. 86 but were deemed economically effective. These derivatives
are recorded at fair value, with gains and losses running through surplus. Upon termination, if deemed
economically effective, the realized gains and losses were reversed to IMR and amortized over time by some life
entities.

This practice has been deemed inconsistent and is now being reviewed. Gann stated that this agenda item
contemplates a new SSAP similar to SSAP No. 108—Derivatives Hedging Variable Annuity Guarantees, which deals
with derivative hedging for variable annuity guarantees and allows deferring gains and losses for those specific
derivatives. She stated that the agenda item proposes developing a new SSAP to address similar issues for ALM
derivatives in which the derivative gains and losses would be deferred and not go through IMR.

Gann stated that this is a concept exposure without revisions to existing guidance. She stated that the agenda
item seeks feedback on developing statutory accounting guidance for deferring derivative gains and losses that
hedge interest rate risk, like the process used in IMR but more formalized. She noted that the exposure also
requests input on whether there should be an aggregate limit on “soft assets,” such as negative IMR, electronic
data processing (EDP) equipment, deferred tax assets, and goodwill. Gann stated that this will likely be a complex
long-term discussion, potentially taking a few years to develop fully. She stated that the public comment period
ends Nov. 8, and there is no plan to discuss it at the Fall National Meeting. Gann recommended that NAIC staff
continue working with industry to better understand derivative programs, which include two broad types and
effectiveness tests.

Bruggeman noted that derivatives that are not accounting effective are carried at fair value; therefore, their
unrealized gain or loss results are already shown in surplus, and therefore, having the realized gain or loss be
reversed to IMR when the derivate ends seemed counterintuitive. He noted that this is a good time for the
Working Group to discuss aggregate limitations on soft assets.

Andersen asked how common these types of derivatives are. Gann stated that approximately nine companies are
using the guidance from SSAP No. 108, and while not many companies are using IMR for derivatives, those that
do have significant amounts involved. Gann stated that per the NAIC staff review of the 2023 narrative disclosures
on negative IMR, disclosures were not consistently fully completed. However, she does expect improvement in
2024, as the disclosures will now be data-captured. Based on the NAIC staff review, only 14 companies were
identified as reporting derivatives in IMR. As a caveat, reporting entities that had previously reported derivative
gains in IMR were allowed to continue reporting derivative losses under INT 23-01, which is effective until year-
end 2025.

Bruggeman noted that the derivative loss amounts deferred and admitted as negative IMR were material for some
of those entities. Clark stated that more reporting entities would likely apply the guidance if such guidance were
codified. Wolf stated that the deferral could be either realized gains or losses; therefore, the practice may provide
either a benefit or a detriment. Bruggeman requested a state insurance regulator review of this agenda item
during the exposure period.
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E. Agenda ltem 2024-16

Bruggeman directed the Working Group to agenda item 2024-16: Repacks and Derivative Wrapper Investments.
Gann stated that this agenda item was developed to address debt security investments with derivative
components that do not qualify as structured notes. Although the original focus was on specific “credit repack”
investments, the agenda item has been expanded to ensure that all debt security investments with derivative
wrappers/components are captured. Gann stated that a credit repack involves an entity selling a debt instrument
to a Special Purpose Vehicle (SPV), which then wraps it with a derivative and sells it back. These structures fall into
the ABS category but fail the bond definition due to a lack of substantive credit enhancement. Gann noted that
she does not believe that these are prevalent in the U.S. but are apparently more common in Europe. Gann also
noted that the lack of transparency regarding derivative structures within financial statements is a concern with
these types of investments. Proposed changes suggest separating derivatives from bond structures on Schedule
D with industry support. Companies should treat transactions involving bond changes as dispositions and
reacquisitions. Gann stated that NAIC staff recommend that the Working Group expose proposed edits to SSAP
No. 86 to establish guidance that requires separate accounting and reporting of derivatives captured in debt
security structures. She stated that this is a significant change from existing guidance, which explicitly precludes
the separation of embedded derivatives. In addition to these changes, minor revisions are proposed to SSAP No.
26 and the annual statement instructions to clarify application guidance. Gann stated that NAIC staff will draft an
issue paper to document these revisions. She stated that the initial proposed public comment period ends Sept.
27 to allow for discussion at the Fall National Meeting.

F. Agenda ltem 2024-17

Bruggeman directed the Working Group to agenda item 2024-17: SSAP No. 108 — VM-01. Gann stated that this
agenda item has been prepared to update the guidance in SSAP No. 108—Derivatives Hedging Variable Annuity
Guarantees for a clearly defined hedging strategy (CDHS). She stated that this update relates to the derivative
guidance mentioned previously. Originally, it incorporated the definition of a CDHS adopted by the Life Actuarial
(A) Task Force in Valuation Manual (VM)-21, Requirements for Principle-Based Reserves in Variable Annuity. This
definition has since moved to VM-01, Definitions for Terms in Requirements, so this proposal is to update SSAP
No. 108 to refer to VM-01 instead of VM-21 to ensure consistency. Gann stated that NAIC staff recommend that
the Working Group move this item to the active listing and expose revisions to SSAP No. 108 to update the
definition of a CDHS to reflect the revised guidance pursuant to VM-01 for a planned exposure until Sept. 27 to
allow for consideration at the Fall National Meeting.

G. Agenda Item 2024-19

Bruggeman directed the Working Group to agenda item 2024-19: ASU 2024-02, Codification Improvements. Oden
stated that this agenda proposes removing references to FASB concept statements from the codification. He
stated that NAIC staff recommend exposing revisions to reject this within Appendix-D— Nonapplicable GAAP
Pronouncements as not applicable for statutory accounting since these references are not frequently used and
are intentionally included when necessary. Oden stated that the exposure would end Sept. 27 to allow for
consideration at the Fall National Meeting.

© 2024 National Association of Insurance Commissioners 12



Draft Pending Adoption

Attachment One
Accounting Practices and Procedures (E) Task Force
8/14/24

6. Considered Maintenance Agenda — Active Listing

A. Agenda ltem 2023-28

Bruggeman directed the Working Group to agenda item 2023-28: Collateral Loan Reporting. Gann stated that
NAIC staff are proposing a new reporting line for collateral loans. Currently, collateral loans do not go through
asset valuation reserve (AVR) but are reported directly. She stated that some companies report them in different
AVR reporting lines for improved RBC. Gann stated that NAIC staff are proposing more granular reporting lines
and note disclosures for collateral loans based on underlying collateral. The goal is to have this change in effect
by Jan. 1, 2026. She stated that NAIC staff intend to expose this proposal and get feedback before adoption and
that NAIC staff recommend exposure of this agenda item with a request for comments on potential Schedule BA
collateral loan reporting lines. She stated that, with exposure, NAIC staff recommend sponsoring a blanks proposal
to begin detailing the revisions to Schedule BA and AVR that would occur with these changes. As the resulting AVR
and RBC factors would be contingent on the actions of the Capital Adequacy (E) Task Force (and its RBC working
groups), NAIC staff recommend that the Working Group direction notify those groups of this action.

Walker made a motion, seconded by Clark, to expose agenda item 2023-28, which includes sponsoring a blanks
proposal to begin detailing the revisions to Schedule BA and AVR that would occur with these changes.

7. Discussed Other Matters

A. Review of U.S. GAAP Exposures

Stultz identified one GAAP item currently exposed by the FASB (Attachment One-M). He stated that comments
are not recommended at this time and that NAIC staff recommend a review of the final issued ASUs under the
SAP Maintenance Process as detailed in Appendix F—Policy Statements.

B. Update on Valuation Manual Adoptions

Marcotte stated that none of the revisions reported in the memorandum as adopted updates to the Valuation
Manual by the Life Actuarial (A) Task Force require Working Group coordination under the NAIC Policy Statement
on Coordination with the Valuation Manual (Attachment One-N).

C. Update on the IMR Ad Hoc Subgroup

Gann stated preliminary assessments have occurred to review how companies treated the admitted negative IMR
in cash flow testing (CFT). From this limited review, companies are not consistently reflecting negative IMR in CFT.
Information was shared with the chief financial regulators on examples of correct, incorrect, and potential
misreporting, which has been noted to assist with the review of domiciliary companies. She stated that state
insurance regulators are requested to contact NAIC staff with any questions (Attachment One-0).

D. Update on the Bond Project Implementation/Bond Small Group

Gann stated that the adopted statutory accounting and reporting revisions related to the principles-based bond
definition are effective Jan. 1, 2025. She stated that an NAIC-provided self-study educational program is available
to all participants without a course fee for 2024, and a course fee is expected for non-regulators in 2025. Gann
stated that the course is designed to begin any Monday, and anyone wanting to register must do so no later than
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the Wednesday prior to the Monday on which they would like to start the course. She stated that the course must
be completed within the week and is estimated to take approximately three hours. Gann said the enrollment link
can be found on the NAIC Education & Training website. Gann stated that a small group comprised predominantly
of state insurance regulators and AICPA representatives, with a few other interested parties, was formed to
discuss application questions of the bond definition on specific investment designs or characteristics. The small
group’s discussions have resulted in a proposed Q&A Implementation Guide that was exposed for comment earlier
under the hearing agenda. She stated that, as deemed necessary, further discussions may expand the Q&A.

E. Update on the IAIS AAWG

Gann stated that the International Association of Insurance Supervisors (lAIS) has released a draft application
paper on public disclosure and supervisory reporting on climate risk and draft supporting materials on
macroprudential and group supervisory issues and climate risk. She stated that feedback on these materials is
invited by Sept. 30, and a public background session will be held Aug. 27. Gann stated that this update simply
intends to inform Working Group members and interested parties of these ongoing NAIC staff actions to monitor
and participate in the IAIS Audit and Accounting Working Group (AAWG). She stated that state insurance
regulators can contact NAIC staff if they have any questions on discussions or if additional information is required.

Having no further business, the Statutory Accounting Principles (E) Working Group adjourned.

https://naiconline.sharepoint.com/sites/naicsupportstaffhub/member meetings/e cmte/apptf/2024 summer/summary and
minutes/minutes/sapwg/att-one-sapwg minutes 8-13-2024.docx
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Statutory Accounting Principles (E) Working Group
Virtual Meeting
May 15, 2024

The Statutory Accounting Principles (E) Working Group of the Accounting Practices and Procedures (E) Task Force
met May 15, 2024. The following Working Group members participated: Dale Bruggeman, Chair (OH); Kevin Clark,
Vice Chair (IA); Sheila Travis and Richard Russell (AL); Kim Hudson (CA); Michael Estabrook (CT); Rylynn Brown
(DE); Cindy Andersen (IL); Melissa Gibson and Stewart Guerin (LA); Judy Weaver and Steve Mayhew (Ml); Doug
Bartlett (NH); Bob Kasinow (NY); Jamie Walker (TX); Jennifer Blizzard and Doug Stolte (VA); and Amy Malm (WI1).

1. Discussed Comments on Exposed Items

The Working Group met to review comments received (Attachment One-A1) on items exposed during its Feb. 20
meeting and the Spring National Meeting.

A. Agenda Iltem 2023-16

Bruggeman directed the Working Group to agenda item 2023-16: Schedule BA Reporting Categories. Julie Gann
(NAIC) stated that after considering comments on the exposed blanks proposal 2023-12BWG, the Working Group
exposed this agenda item at its Feb. 20 meeting and directed a modified Working Group sponsored blanks
proposal to be shared with the Blanks (E) Working Group for consideration. The modified proposal was exposed
for a public comment period that ended April 23, with a follow-up meeting scheduled for May 23 to consider
adoption. She stated that this agenda item does not result in statutory accounting revisions.

Gann stated that interested parties have submitted comments to the Blanks (E) Working Group on the exposure,
including proposing to remove the maturity date column from Schedule BA. She stated that NAIC staff oppose this
change and instead propose to clarify what should be captured in that column. Gann stated that NAIC staff
recommend the Working Group adopt this agenda item and sponsor modifications to the Blanks (E) Working
Group to be considered part of the package for adoption on May 23. She reiterated that these revisions related
to Schedule BA would be effective Jan. 1, 2025, to incorporate the non-bond risk security reporting lines related
to the previously adopted bond project.

Tip Tipton (Thrivent), representing interested parties, stated that interested parties have no concerns over the
additional wording or date.

Hudson made a motion, seconded by Walker, to adopt the agenda item and support the adoption of the modified
blanks proposal 2023-12BWG with the additional modifications discussed (Attachment One-A2). The motion

passed unanimously.

B. Agenda Item 2023-28

Bruggeman directed the Working Group to agenda item 2023-28: Collateral Loan Reporting. Gann stated that on
Feb. 20, the Working Group adopted a new collateral loan disclosure for year-end 2024 and exposed proposed
reporting lines to Schedule BA for collateral loans. She stated that the Working Group also exposed proposed
reporting lines to collect more granular data on Schedule BA. Gann stated that the Working Group also requested
feedback from industry regarding how the collateral loans lines should map through for risk-based capital (RBC)
purposes.
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Gann stated that several interested parties’ comments were received with regard to those reporting lines, with
the most relevant comment having to do with the collateral loan lines with underlying characteristics of mortgage
loans. Gann stated that some collateral loans with underlying characteristics of mortgage loans or backed by
mortgage loans were not being captured in the collateral loan line but instead in the non-registered private fund
line, which is being eliminated. She stated that interested parties provided comments suggesting a temporary
change to the life RBC calculation that would allow collateral loans, with mortgage loans as collateral, to still be
reported on the collateral loan line and allow them to map through with this RBC treatment for year-end until the
more granular reporting lines of collateral loans are added.

Gann stated that a proposal was sent to the Life Risk-Based Capital (E) Working Group, incorporating this change
for RBC purposes. She stated that NAIC staff are recommending two actions: 1) for the Working Group to direct
NAIC staff to prepare a memorandum to the Blanks (E) Working Group to incorporate a change to the instructions
and allow the collateral loans backed by mortgage loans to flow through as other invested assets with underlying
characteristics; and 2) to direct NAIC staff to move forward with sponsoring a blanks proposal for the reporting
of collateral loans, using the collateral loan lines that were shown in the agenda item and to work with state
insurance regulators and interested parties in the interim regarding how these would flow through to RBC.

Donna Kiernan (MetLife) asked about the time allowance for the Life Risk-Based Capital (E) Working Group to
make a decision on this. She also asked whether the existing Schedule BA would be available until the new format
is adopted for 2026. Gann stated that the Life Risk-Based Capital (E) Working Group does not currently have a
meeting scheduled before the Summer National Meeting. She also stated that the current Schedule BA will be
available until the new format is adopted.

Tipton stated that interested parties are supportive of the first item. He stated that interested parties are waiting
for the Blanks (E) Working Group discussion of the second item and will respond to that exposure.

Bruggeman directed NAIC staff to prepare a memorandum to the Blanks (E) Working Group. He also directed NAIC
staff to proceed with sponsoring a blanks proposal for the reporting of collateral loans, using the reporting lines

shown in the agenda item, modified to reflect interested parties’ comments.

C. Agenda Item 2024-13

Bruggeman directed the Working Group to agenda item 2024-13: Update SSAP No. 107 Disclosures. Robin
Marcotte (NAIC) stated that at the Spring National Meeting, the Working Group exposed revisions to Statement
of Statutory Accounting Principle (SSAP) No. 107—Risk-Sharing Provisions of the Affordable Care Act. She stated
that the transitional reinsurance program and the risk corridors program have both expired, and the related
disclosures are proposed for deletion. Marcotte stated that the roll forward illustration in Exhibit B was also
proposed to be revised to delete the sections related to the transitional reinsurance program and the risk corridors
program. She stated that blanks proposal 2024-10BWG was concurrently exposed to allow for the disclosures to
be considered for removal beginning with the year-end 2024 financial statements.

Marcotte stated that the comments from interested parties support the exposed revisions and recommend
additional deletion of SSAP No. 107, paragraph 62, which would also impact two related items in blanks proposal
2024-10BWG. She stated support for these revisions because SSAP No. 107, paragraph 62 was originally related
to the risk corridors program. She stated that NAIC staff recommend that the Working Group adopt the exposed
revisions with modifications to incorporate interested parties’ comments effective for year-end 2024. Marcotte
stated that the Blanks (E) Working Group received the same comments and received comments regarding
additional edits to the Supplemental Health Care Exhibit. She stated that when NAIC staff analyzed the data, there
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was still information being reported on those lines, possibly erroneously, and that NAIC staff recommend that

those edits be addressed by a separate blanks proposal to allow for additional investigation prior to being deleted.
This would still delete the disclosures for SSAP No. 107 for year-end 2024.

Tipton stated that interested parties are supportive of moving forward with this agenda item and the changes.

Hudson made a motion, seconded by Malm, to expose revisions with modifications that incorporate interested
parties’ comments effective year-end 2024. The motion passed unanimously.

2. Exposed the Issue Paper Related to the Principle-Based Bond Project

Gann stated that agenda item 2019-21 is the issue paper related to the principle-based bond project. She stated
that the issue paper documents the historical discussions and conclusions and has been previously exposed. She
stated that issue papers are historical documents that detail background and discussions when a new statutory
accounting principle (SAP) concept is adopted. She stated that issue papers are not authoritative and are strictly
for historical reference. Gann stated that NAIC staff recommend exposure of the issue paper with a public
comment period ending June 21.

Clark made a motion, seconded by Weaver, to expose the Statutory Issue Paper No. 1XX—Principles-Based Bond
Definition for a public comment period ending June 21. The motion passed unanimously.

Having no further business, the Statutory Accounting Principles (E) Working Group adjourned.

https://naiconline.sharepoint.com/teams/FRSStatutoryAccounting/National Meetings/A. National Meeting Materials/2024/08-13-24
Summer National Meeting/Hearing/02 - May 15, 2024 Meeting Minutes.docx
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Email: d.keith.bell@travelers.com

April 19, 2024

Mr. Dale Bruggeman, Chairman

Statutory Accounting Principles Working Group
National Association of Insurance Commissioners
1100 Walnut Street, Suite 1500

Kansas City, MO 64106-2197

RE: Interested Parties Comments on the Items Exposed for Comment by the Statutory
Accounting Principles Working Group with Comments due April 19th

Dear Mr. Bruggeman:

Interested parties appreciate the opportunity to comment on the following items that were exposed
for comment by the Statutory Accounting Working Group (the Working Group) during the NAIC
National Meeting in Phoenix with comments due April 19th.

Ref #2023-16: Schedule BA Reporting

The Working Group reviewed the comments received on this item as well as comments received on
the exposed blanks proposal 2023-12BWG. After some discussion, the Working Group exposed this
agenda item and directed a modified SAPWG-sponsored blanks proposal (2023-12BWG) to
recommend for exposure during the February 21, 2024, Banks (E) Working Group conference call.
(This agenda item does not propose any SSAP revisions.)

The following key modifications are reflected in the modified Schedule BA blanks proposal and for
documentation within this agenda item:

1) Schedule BA has a clear statement that all investments shall be reported in the dedicated
reporting line. Investments that do not fit within any specific reporting line shall be captured as

an “Any Other Class of Asset.”

2) The Schedule BA reporting category for investments in “Joint Ventures, Partnerships and
Limited Liability Companies” has been clarified to identify that investments captured within
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this reporting category shall be in scope of SSAP No. 48. With this clarification, the revisions
proposed by industry to clarify the “underlying characteristics of bonds” subcategory to include
“collateral that has contractual principal and/or interest payments, excluding mortgage loans,” as
well as the other proposed industry descriptions for other subcategories, has been retained. One
exception to the SSAP No. 48 restriction has been included to reference structured settlement
payment rights in scope of SSAP No. 21R—Other Admitted Assets that have an SVO-Assigned
designation. This inclusion is consistent with the guidance in SSAP No. 21R. The Schedule BA
blanks proposal maintains the recommendation to eliminate the “non-registered private fund”
reporting category as those items shall be reported in the “joint ventures, partnerships and
limited liabilities companies” reporting category if in scope of SSAP No. 48.

3) The Schedule BA reporting category for residuals has been modified to refer to SSAP No. 21R
for the residual definition, pursuant to agenda item 2019-21. As such, the proposed revisions
offered by industry in their January 22, 2024, comment letter have not been reflected. Beginning
Jan. 1, 2025, all residuals shall be captured in scope of SSAP No. 21R, regardless of the
investment form.

Since this item was exposed along with a modified SAPWG-sponsored Blanks Working Group
proposal (2023-12BWQG), interested parties have focused on providing specific comments on the
BWG item, which are primarily editorial in nature. Our comments will be provided by separate
comment letter (April 23) to the Blanks Working Group.

Ref #2023-28: Collateral Loan Reporting
The Working Group took the following two actions:

1) The Working Group adopted the exposed revisions to SSAP No. 21R incorporating a
collateral loan disclosure for year-end 2024. With this adoption, the Working Group
sponsored a blanks proposal to data-capture the disclosure. Adopted revisions to SSAP No.
21R are shown below:

5. Collateral loans shall be reported based on the type of qualifying investment
that secures the loan. An aggregate note disclosure shall identify the total amount of
collateral loans, and the collateral loans admitted and nonadmitted by qualifying
investment type.

2) The Working Group also exposed proposed reporting lines to Schedule BA for collateral
loans with a comment deadline of April 19, 2024. Although the exposure does not contain
AVR reporting revisions, the Working Group is specifically requesting feedback from
regulators and industry on whether collateral loans backed by certain types of collateral
should flow through AVR for RBC impact. Additionally, the Working Group directed a
referral to the Life Risk-Based Capital (E) Working Group on the proposed reporting lines
and the AVR mapping/RBC impact for collateral loans.

Interested parties have the following comments on Ref #2023-28 as a Blanks Working Group
exposure draft is developed for changes to the Collateral Loan category on Schedule BA:
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Remove the reference to SSAPs on the face of Schedule BA and, for the Collateral Loan
sub-categories that have an SSAP reference, incorporate instructions similar to those in the
Residual Tranche category. For example, the Cash, Cash Equivalents & Short-Term
Investments sub-category would have instructions as follows:
» Include: Investments with underlying collateral which, if held individually, would be
reported on Schedule E — Part 1 — Cash; Schedule E — Part 2 — Cash Equivalents;
Schedule DA — Short-Term Investments.

Rename the sub-category “Bonds and Asset-Backed Securities” to “Bonds (Issuer Credit
Obligations and Asset-Backed Securities)” as it better reflects reporting terminology.

Under the “Joint Ventures, Partnerships or Limited Liability Company Companies” sub-
category, refer to “Fixed Income Investments” as “Bonds ", which is consistent throughout
Schedule BA; the Fixed Income Investments category has been interpreted to include
Preferred Stocks and Mortgage Loans.

Add a “Preferred Stocks” category under the “Joint Ventures, Partnerships or Limited
Liability Company Companies” sub-category for consistency with the main “Joint Ventures,
Partnerships or Limited Liability Company Companies” category.

The following underlined wording appears to have been erroneously deleted in the exposure:

» Interests in Joint Ventures, Partnerships or Limited Liability Companies (Including
Non-Registered Private Funds) with Underlying Assets Having the Characteristics
of:

We also suggest a temporary change to the Life RBC risk factor for Collateral Loans with
Mortgage Loans as collateral that secures the loan. We will submit proposed changes to the
Life RBC WG and the Blanks WG to support these temporary changes until the Life RBC
WG addresses the referral from SAP Working Group to adopt permanent changes to the Life
RBC for Collateral Loans in the new Schedule BA reporting structure.

We have no concerns about adding AVR for Collateral Loans since they currently have an
RBC factor; this would better align the AVR to RBC for Collateral Loans. Interested parties
look forward to working with NAIC Staff and State Insurance Regulators on developing the
various AVR factors (e.g., Basic Contribution, etc.) and the related Life RBC factors based
on the referral to the Life RBC Working Group.

Ref #2024-13: SSAP No. 107 Disclosures

The Working Group exposed revisions to SSAP No. 107—Risk-Sharing Provisions of the Affordable
Care Act which would remove the transitional reinsurance program disclosures and the risk corridor
disclosures as both programs have expired. In addition, the roll forward illustration in Exhibit B is
also proposed to be updated to remove the portion for the transitional reinsurance program and the
risk corridors program. The Working Group also directed NAIC staff to prepare a Blanks proposal,
allowing for concurrent consideration, to allow for the disclosures to be removed beginning with the
year-end 2024 financial statements.

Interested parties generally support the exposed changes to remove the ACA SSAP No. 107
disclosures related to the transitional reinsurance and risk corridors programs.
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However, we note that rather than deleting the outdated disclosures specific to the Risk Corridors
program in Note 24E/F(4) and 24E/F(5), the titles in the tables in the disclosure were simply
modified to replace "Risk Corridors” with ”Risk Adjustment.” The disclosures required by Note
24E/F(4) and 24E/F(5) were specifically developed for the ACA Risk Corridors program for years
2014 through 2016. The data elements in these two tables are not applicable to the Risk Adjustment
program and/or would be duplicative with the Risk Adjustment information already disclosed in FN
24E/F(2) and 24E/F(3). Similarly, paragraph 62 of SSAP 107 was also modified to replace “Risk
Corridor” with “Risk adjustment”. However, the disclosure requirements specified in paragraph 62
are specific to the Risk Corridor program. We respectfully request these two Risk Corridors
paragraphs be deleted from the Annual Instructions as requested in the Form A submission and
paragraph 62 be deleted from SSAP 107.

% % % %

Please feel free to contact either one of us if you have any questions or would like to discuss further.

Sincerely,

D. Keith Bell Rose Albrizio

cc: Interested parties
NAIC staff
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Ref #2023-16

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

Form A
Issue: Schedule BA Reporting Categories
Check (applicable entity):
P/C Life Health
Modification of Existing SSAP R R R
New Issue or SSAP [] [] []

Interpretation [] [] []

Description of Issue: This agenda item has been developed to incorporate more detailed definitions for the annual
statement reporting categories of SSAP No. 48—Joint Ventures, Partnerships and Limited Liability Companies
(SSAP No. 48) and residual interests on Schedule BA: Other Long-Term Invested Assets. These investments are
reported on designated lines divided by the reporting entity’s classification as to the underlying asset characteristics:

Bonds/Fixed-Income Instruments*
Common Stocks

Real Estate

Mortgage Loans

Other

* Bond /fixed-income instruments reported in scope of SSAP No. 48 as non-registered private funds, joint ventures,
partnerships, or limited liability companies is divided between investments that have an NAIC designation assigned
by the SVO and those that do not have an NAIC designation assigned by the SVO.

The recent residual discussions have further identified that variations exist across industry on the types of
investments that should be captured within each category. It has also been noted that the Annual Statement
Instructions are limited with guidance and examples for determining reporting classification.

This agenda item has been drafted to propose revisions to the reporting category descriptions in the Annual
Statement Instructions to improve consistency in reporting for both ease of industry classifications and for regulator
assessment of the type and volume of investment types. The proposed revisions from the Statutory Accounting
Principles (E) Working Group will be used to sponsor a blanks annual statement instruction change. The revisions
within this agenda item will not result in statutory accounting revisions.

Existing Authoritative Literature:
A/S Instructions — Life, Accident and Health/Fraternal Companies

Reporting Categories on Schedule BA:

Non-Registered Private Funds with Underlying Assets Having Characteristics of:

Bonds
NAIC Designation Assigned by the Securities Valuation Office (SVO)
0o T 1711 =T =T F PRSP R 0799999
AFFIIAEEA ...ttt e e snreas 0899999

NAIC Designation Not Assigned by the Securities Valuation Office (SVO)
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UNaffiliated........oeiieeieeece e 0999999
F N 112 Yo [P OPRUTTRPRPRP 1099999
Mortgage Loans
L0 Fo 1= 1 C=o SRR 1199999
1= =Y SRS 1299999
Other Fixed Income Instruments
L0 =1 TE= (=T SRR 1399999
1= =Y PSPPSR 1499999
Joint Venture, 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)
L0 Eo Y 11T C=o RS RRP 1599999
F 112 =Y SRR 1699999
NAIC Designation Not Assigned by the Securities Valuation Office (SVO)
L0 =1 TE= (=T SRR 1799999
1= =Y SRS 1899999
Common Stocks
L8] F= 1 TE= (= PSSR RRR 1999999
1= =Y R RRR 2099999
Real Estate
UNAFfilIAtEA.......eeieiiee e 2199999
F N {112 C=Yo PO PP PR 2299999
Mortgage Loans
L0 F= Y11= (= SRR 2399999
N 1= =Y RSP RRT 2499999
Other
L0 = 1= (= SRR 2599999
1= =Y RSSO 2699999
Residual Tranches or Interests with Underlying Assets Having Characteristics of:
Fixed Income Instruments
UNaffili@ted.......coeeieiiiee e 4699999
1= =Y PSPPSR 4799999
Common Stock
UNaffilIated. ... ..o e 4899999
1= =Y PSPPSRI 4999999
Preferred Stock
UNaffiliated........oeeiieiee e 5099999
F N {112 Yo PSP OURSRPRRRP 5199999
Real Estate
L0 F=Y 11T £= o PSSR 5299999
F 112 =Y SRR 5399999
Mortgage Loans
L0411 TE= (= PR 5499999
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ATFIHALEA ...t 5599999
Other

UNAfIAtEA. ...t eeaaes 5699999

AFITALEA ... e 5799999

Schedule BA Classification Instructions/Guidance:

Non-Registered Private Funds with Underlying Assets Having Characteristics of a Bond, Mortgage Loan
or Other Fixed Income Instrument

Include: Fixed income instruments that are not corporate or governmental unit
obligations (Schedule D) or secured by real property (Schedule B).

Any investments deemed by the reporting entity to possess the underlying characteristics of a bond
or other fixed income instrument 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 for this category. Report these investments on Lines 0799999
and 0899999.

Any investments deemed by the reporting entity to possess the underlying characteristics of a bond
or other fixed income investment that has 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. Report these investments on Lines 0999999,
1099999, 1199999, 1299999, 1399999 and 1499999.

Joint Ventures, Partnership or Limited Liability Company Interests with Underlying Assets Having the
Characteristics:

Fixed Income Instruments

Include: Leveraged Buy-out Fund.
A fund investing in the “Z” strip of Collateralized Mortgage Obligations.

Any investments deemed by the reporting entity to possess the underlying characteristics of fixed
income instruments 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 for this category. Report these investments on Lines 1599999 and 1699999.

Any investments deemed by the reporting entity to possess the underlying characteristics of fixed
income instruments that has 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. Report these investments on Lines 1799999 and 1899999.

Common Stocks

Include: Venture Capital Funds.
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
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Mortgage Loans

Include:

Other

Include:
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this investment category. If the requisite details are not available for reporting,
report under “Other” subcategory.

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.

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.

Reporting should be consistent with the corresponding risk-based capital
factor for this investment category (i.e., Other Long-Term Assets).

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 — Loan-
Backed and Structured 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:

Common Stocks

Include:

Preferred Stocks

Include:
Real Estate

Include:

Investments with underlying collateral which, if held individually, would be
reported on Schedule D — Part 1 — Long-Term Bonds

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

Investments with underlying collateral which, if held individually, would be
reported on Schedule D — Part 2 — Section 1 — Preferred Stocks

Investments with underlying collateral which, if held individually, would be
reported on Schedule A — Real Estate Owned
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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.

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):

e Bond Project: Under the principle-based bond definition project, revisions are proposed to combine the
non-registered provide funds within the reporting category for joint ventures, partnerships and limited
liability companies as those items would also be in scope of SSAP No. 48. With that change the category
of “fixed income instruments” would be retained.

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

Convergence with International Financial Reporting Standards (IFRS): NA

Recommendation:

NAIC staff recommend that the Working Group include this item on their maintenance agenda as a SAP
clarification/potential blanks reporting change and expose this agenda item with a request for industry and
regulator feedback to further define and provide examples for the investments captured as non-registered
private funds, joint ventures, partnerships or limited liability companies, or residual interests and reported
based on the underlying characteristics of assets. Specifically, comments are requested on what should be
captured as investments with underlying asset characteristics of:

Fixed-Income Instruments
Common Stocks

Real Estate

Mortgage Loans

Other

As detailed in the current A/S instructions, descriptions are included for non-registered private funds, joint ventures,
partnerships, and limited liability companies, whereas references to the SSAP the underlying assets would be
captured in are included for residual interests.

This agenda item is only intended to improve the annual statement instructions and examples for the allocation of
investments based on the above underlying characteristics of assets. If needed, and preferred by the Working Group,
this agenda item could be expanded to propose new reporting lines (structural changes) to Schedule BA. As noted
within ‘Activity to Date,” revisions are currently being considered to combine and rearrange broad reporting lines
under the bond project. Those revisions currently do not expand on the instructions for reporting based on
underlying characteristics of assets. The proposed revisions from the Statutory Accounting Principles (E) Working
Group will be used to sponsor a blanks annual statement instruction change. The revisions within this agenda item
will not result in actual statutory accounting revisions.

Staff Review Completed by: Julie Gann - NAIC Staff, May 2023
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Status:

On August 13, 2023, the Statutory Accounting Principles (E) Working Group moved this agenda item to the active
listing, categorized as a SAP clarification and exposed this agenda item to further define for consistency purposes
the investments captured as non-registered private funds, joint ventures, partnerships or limited liability companies,
or residual interests and reported based on the underlying characteristics of assets.

On December 1, 2023, the Statutory Accounting Principles (E) Working Group exposed additional revisions, as
detailed below, to further define the investments captured on Schedule BA along with the continued proposed to
combine non-registered private funds within the proposed reporting lines for joint ventures, partnerships, or limited
liability companies. The Working Group also requested additional regulator and industry feedback on whether more
specificity is needed since the existing Schedule BA descriptions are fairly broad.

Proposed Interested Parties’ Edits to the Schedule BA Instructions from Separate Attachment:

Non-Registered Private Funds with Underlying Assets Having Characteristics of a Bond, Mortgage Loan
or Other Fixed Income Instrument

Include: Fixed income instruments that are not corporate or governmental unit
obligations (Schedule D) or secured by real property (Schedule B).

Any investments deemed by the reporting entity to possess the underlying characteristics of a
bond or other fixed income instrument 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 for this category. Report these investments on
Lines 0799999 and 0899999.

Any investments deemed by the reporting entity to possess the underlying characteristics of a
bond or other fixed income investment that has 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. Report these investments on
Lines 0999999, 1099999, 1199999, 1299999, 1399999 and 1499999.

Joint Ventures, Partnership or Limited Liability Company Interests with Underlying Assets Having the
Characteristics:

Fixed Income Instruments

Include: Investments with underlying collateral which include contractual principal
and/or interest payments, excluding mortgage loansteveraged-Buy-out

Any investments deemed by the reporting entity to possess the underlying characteristics of
fixed income instruments 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 for this category. Report these investments on Lines 1599999
and 1699999.

Any investments deemed by the reporting entity to possess the underlying characteristics of
fixed income instruments that has not been assigned an NAIC designation by the Securities
Valuation Office (SVO) pursuant to the policies in the Purposes and Procedures Manual of the
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NAIC Investment Analysis Office for this category. 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,”
Real Estate” or “Mortgage Loans” subcategories.

“Common Stocks,

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 from securitization tranches and beneficial
interests as well as other structures captured in scope of SSAP No. 43R —
Loan-Backed and Structured Securities Investments in joint ventures,
partnerships and limited liability companies captured in scope of SSAP
No. 48—dJoint Ventures, Partnerships and Limited Liability Companies that
represent residual interests or that predominantly hold residual interests.

This category shall also include residual interests or residual security
tranches within investment structures that are not captured in scope of
SSAP No. 43R or SSAP No. 48 but that reflect, in substance, residual
interests or residual security tranches.

Fixed Income Instruments

© 2024 National Association of Insurance Commissioners 7



Attachment One-A2
Accounting Practices and Procedures (E) Task Force
8/14/24

Ref #2023-16

Include: -Investments with underlying collateral which_include contractual principal and/or

interest payments, excluding mortgage loans-if-held-individually,-would-be
posedoden-Sehodnlo DL an o Lone Toimn Sonels

Common Stocks

Include: Investments with underlying collateral which_are securities that represent a

subordinate equity ownership.; if-held-individually-weould-be-reported-on
Schedule D — Part 2 — Section 2 — Common-Stocks

Preferred Stocks

Include: Investments with underlying collateral which_is a security that represents
ownership of a corporation and gives the holder a claim prior to the claim of
common stockholders on earnings and also generally on assets in the event of

liquidation.; i ; ;
SootenProlopeos Dlocle
Real Estate
Include: Investments with underlying collateral which _is defined as directly-owned real

estate properties and single real estate property investments that are directly and

wholly-owned through a limited liability company;-. if-held-individuaty,weould-be
reported-on-Schedule- A —Real Estate Owned

Mortgage Loans

Include: Investments W|th underlylng collateral which_is secured bv a mortgage on real
estate.; i ; W M
Other
Include: Items that do not qualify for inclusion in the above subcategories.

On February 20, 2024, the Statutory Accounting Principles (E) Working Group reviewed the comments received
on this item as well as comments received on the exposed blanks proposal 2023-12BWG. After the discussion, the
Working Group exposed this agenda item and directed a modified SAPWG-sponsored blanks proposal (2023-
12BWG) to recommend for exposure during the February 21, 2024, Banks (E) Working Group conference call.
(This agenda item does not propose any SSAP revisions.)

The following key modifications are reflected in the modified Schedule BA blanks proposal and for documentation
within this agenda item:

1)

2)

Schedule BA has a clear statement that all investments shall be reported in the dedicated reporting line.
Investments that do not fit within any specific reporting line shall be captured as an “Any Other Class of Asset.”

The Schedule BA reporting category for investments in “Joint Ventures, Partnerships and Limited Liability
Companies” has been clarified to identify that investments captured within this reporting category shall be in
scope of SSAP No. 48. With this clarification, the revisions proposed by industry to clarify the “underlying
characteristics of bonds” subcategory to include “collateral that has contractual principal and/or interest
payments, excluding mortgage loans,” as well as the other proposed industry descriptions for other
subcategories, has been retained. One exception to the SSAP No. 48 restriction has been included to reference
structured settlement payment rights in scope of SSAP No. 21R—Other Admitted Assets that have an SVO-
Assigned designation. This inclusion is consistent with the guidance in SSAP No. 21R. The Schedule BA blanks
proposal maintains the recommendation to eliminate the “non-registered private fund” reporting category as
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those items shall be reported in the “joint ventures, partnerships and limited liabilities companies™ reporting
category if in scope of SSAP No. 48.

3) The Schedule BA reporting category for residuals has been modified to refer to SSAP No. 21R for the residual
definition, pursuant to agenda item 2019-21. As such, the proposed revisions offered by industry in their January
22, 2024, comment letter have not been reflected. Beginning Jan. 1, 2025, all residuals shall be captured in
scope of SSAP No. 21R, regardless of the investment form.

On May 15, 2024, the Statutory Accounting Principles (E) Working Group reviewed the comments received on this
item as well as comments received on the exposed blanks proposal 2023-12BWG, which is proposed to be effective
on January 1, 2025. After the discussion, the Working Group adopted this agenda item, resulting in no SSAP
revisions, the adoption is to communicate support for the adoption of 2023-12BWG with the following three
additional modifications to the blanks proposal:

1) Rename “Fixed Income Instruments” to “Bonds”:

2)

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 should not be any bifurcation of the underlying assets among the

subcategories.

Include:

Residual tranches or interests captured in scope of SSAP No. 21R — Other Admitted
Assets. The scope of SSAP No. 21R includes all in-substance residuals regardless
of the investment form. Therefore, this category shall include investments that
reflect in-substance residuals in the form of 1) an investment in a securitization
tranche or beneficial interest, 2) an investment in a joint venture, partnership or
limited liability company, 3) an investment in preferred stock 4) an investment in
common stock, or 5) any other investment structure.

Fixed IncomeInstrumentsBonds

Include:

Other
Include:

Investments with underlying collateral which, if held individually, would be
reported as issuer credit obligations on Schedule D — Part 1 — Long—Term
BendsSection 1, or as asset-backed securities on Schedule D — Part 1 — Section 2.
Residual tranches from collateralized loan obligations (CLOs) shall be captured
within this reporting line.

Items that do not qualify for inclusion in the above subcategories. Examples
include, but are not limited to, residual tranches from investments with underlying
assets of student loans, auto loans, aircraft leases or train car leases.

Clarify Guidance for Schedule BA, Column 26 — Maturity Date

Column 26 — Maturity Date

The maturity date shall be reported for all investments on Schedule BA that have a stated maturity

date. This is anticipated to include, but not be limited to, all investments captured as non-bond

debt securities, surplus notes, capital notes, collateral loans, non-collateral loans, and investments
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in tax credits. However, this list should not be considered all-inclusive for investments captured
on other reporting lines with stated maturity dates.

U . o5 included in the followi biotal lines.
Slhbetheduie b e Lo e

3) Correct Joint Venture, Partnerships and LLCs Reporting Line. (Change from exposure is shaded.)

As Exposed: [nterests in Joint Ventures, Partnerships or Limited Liability Cempany-Companies (Including
Non-Registered Private Funds) Interests-with-Underlying Assets Having the- Charaeteristiesof:

With Correction: Interests in Joint Ventures, Partnerships or Limited Liability Cempany—Companies
(Including Non-Registered Private Funds) Haterests-with Underlying Assets Having the Characteristics of:

https://naiconline.sharepoint.com/teams/FRSStatutory Accounting/National Meetings/A. National Meeting Materials/2024/05-15-24/Adoptions/23-16 -
Schedule BA Categories_1.docx
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Brian Bayerle

Chief Life Actuary
202-624-2169
BrianBayerle@acli.com

Colin Masterson

Policy Analyst
202-624-2463
ColinMasterson@acli.com

April 17, 2024

Dale Bruggeman
Chair, NAIC Statutory Accounting Principles (E) Working Group (SAPWG)

Re: SAPWG 2024-04 (Conforming Repurchase Agreements)

Dear Chair Bruggeman:

The American Council of Life Insurers (ACLI) appreciates the opportunity to respond to SAPWG’s
March 16th exposure of its report on conforming repurchase agreements (repo). The exposure
requests that industry address three issues:

1. Inconsistent reporting of reinvested asset detail between conforming securities lending and
conforming repo

2. While the RBC Instructions provide guidance on the criteria to establish conforming
securities lending and repo programs, similar guidance should be provided in the Annual
Instructions

3. Regulators are unsure about whether the limitations on “acceptable collateral” apply to:
a. Securities being lent by the insurer
b. Cash or cash equivalents received by the insurer
c. Assets within the reinvestment pool
d. Some combination of the 3 categories above

Below are ACLI’s responses to each of these three issues.

Reinvested Asset Detail
NAIC staff are correct in pointing out that, while reinvested assets for conforming securities lending
programs are listed CUSIP-by-CUSIP in Schedule DL, ACLI is not proposing a similarly detailed

American Council of Life Insurers | 101 Constitution Ave, NW, Suite 700 | Washington, DC 20001-2133

The American Council of Life Insurers is the leading trade association driving public policy and advocacy on behalf of the life insurance
industry. 90 million American families rely on the life insurance industry for financial protection and retirement security. ACLI’'s member
companies are dedicated to protecting consumers’ financial wellbeing through life insurance, annuities, retirement plans, long-term care
insurance, disability income insurance, reinsurance, and dental, vision and other supplemental benefits. ACLI’s 275 member companies
represent 93 percent of industry assets in the United States.
acli.com
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asset listing for conforming repo programs. Instead, ACLI believes that the following disclosures
should provide regulators sufficient comfort in the integrity of the reinvested assets:
1. Reinvested assets must conform to the Investment Guidelines established within the
conforming repo program

2. Reinvestment assets must be dedicated and sufficient to satisfy a potential run-off of the
repo liability. As a demonstration, both the book value and fair (market) value of the
reinvested assets for conforming repo programs are reported in Footnote 5F(10) of
Quarterly/Annual Statements. A full listing of the nine Footnotes related to conforming repo
programs is listed as Appendix 1.

ACLI believes that these disclosures provide regulators with a more fulsome overview of the
integrity of reinvested assets than a simple CUSIP-by-CUSIP asset listing.

Annual Statement Instructions

In the 2024-04 exposure, NAIC staff proposes that guidelines for conforming securities lending and
conforming repo programs should appear in the Annual Statement Instructions as well as the RBC
Instructions. In Appendix 2, ACLI proposes expanded Annual Statement Instructions incorporating
guidelines for conforming securities lending and conforming repurchase agreement programs.

Scope of “Acceptable Collateral”

It can often be difficult to define the scope of the word “collateral.” ACLI would like to clarify that
the restrictive limitations on “acceptable collateral” apply only to the collateral received by an
insurer when the insurer posts securities to the counterparty. “Acceptable collateral” limitations
should not be applied to either securities lent or to assets in the reinvestment pool:
1. Securities lent are subject to restrictions in the binding written legal agreement between
borrower and insurer
2. Assets in the reinvestment pool or portfolio are subject to restrictions in the Investment
Guidelines
Securities lent, as well as assets in the reinvest pool, typically have a broader range of asset types
than cash within “acceptable collateral.” It should not be surprising, therefore, that assets in
conforming securities lending reinvestment portfolios can fall outside the restrictive asset classes
within “acceptable collateral.”

Thank you once again for the consideration of our comments and we look forward to further
discussion on this topic at a future meeting of SAPWG.

Sincerely,

# Y fEe— 7 o
'y o, o .I,-"'f'i"-r. o CJZ/;/Z/ MMW/L

cc: Julie Gann, Robin Marcotte, Jake Stultz, Jas