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Statutory Accounting Principles (E) Working Group
Meeting Agenda
April 4, 2022
9:45 a.m. – Noon (Central)

A. Consideration of Maintenance Agenda – Pending List 
1. Ref #2022-01: Conceptual Framework – Updates
2. Ref #2022-02: SSAP No. 48 – Alternative Valuation of Minority Ownership Interests
3. Ref #2022-03: Premium Adjustments Allocated to Jurisdictions
4. Ref #2022-04: ASU 2021-10, Government Assistance
5. Ref #2022-05: ASU 2021-09, Leases, Discount Rate for Lessees
6. Ref #2022-06: ASU 2021-07, Compensation – Stock Compensation
7. Ref #2022-07: ASU 2021-08, Business Combinations
8. Ref #2022-08: INT 22-01T: Freddie Mac When-Issued K-Deal (WI Trust) Certificates

	 Ref #
	Title
	Attachment #

	2022-01
Preamble
SSAP No. 4
SSAP No. 5R
(Jim)
	Conceptual Framework - Updates
	A – Agenda Item
B – Issue Paper (SSAP No. 4)
C – Issue Paper (SSAP No. 5R)



Summary: 
In December 2021, the Financial Accounting Standards Board (FASB) issued two new chapters of its conceptual framework. The conceptual framework is a body of interrelated objectives and fundamentals that provides the FASB with a foundation for setting standards and concepts to consider when it resolves questions or develops/modifies accounting and reporting guidance. It is important to note that the Statements of Financial Accounting Concepts are not authoritative and do not establish new or change existing U.S. GAAP. This agenda item reviews and summarizes each of the two newly issued concept chapters and reviews their potential impact on statutory accounting.

Update 1:
FASB Concepts Statement No. 8, Conceptual Framework for Financial Reporting—Chapter 4, Elements of Financial Statements introduced updated definitions of certain key elements used in financial reporting – the definition of an asset and liability. 

Changes regarding the definition of an ASSET:

· Historical definition:  a probable future economic benefit obtained or controlled by a particular entity as a result of past transactions or events.
· Historical Characteristics: Three essential characteristics: 
1.  it embodies a probable future benefit that involves a capacity, singly or in combination with other assets, to contribute directly or indirectly to future net cash inflows, 
2. a particular enterprise can obtain the benefit and control others' access to it, and 
3. the transaction or other event giving rise to the enterprise's right to or control of the benefit has already occurred.

· New Definition: a present right of an entity to an economic benefit.
· Current Characteristics: Two essential characteristics: 

1. it is a present right, and 
2. the right is to an economic benefit. 


Commentary regarding definitional changes:
The current definition of an asset no longer includes the term probable or the phrases future economic benefit and past transactions or events. The FASB concluded that the term probable has historically been misunderstood as implying that a future benefit must be probable to a certain threshold before the definition of an asset was met. Thus, if the probability of a future benefit was low, an asset could not be recognized. FASB also struck the phrase future economic benefit as this phrase often was interpreted that the asset must represent a certain future economic benefit (such as eventual cash inflows), however with this update, FASB clarified that the asset represents the rights to the benefit, not the actual benefit itself – nor the probability of realization. 

Changes regarding the definition of a LIABILITY:

· Historical definition:  are [certain or] probable future sacrifices of economic benefits arising from present obligations of a particular entity to transfer assets or provide services to other entities in the future as a result of past transactions or events. 
· Historical Characteristics: Three essential characteristics: 

1. it embodies a present duty or responsibility to one or more other entities that entails settlement by probable future transfer or use of assets at a specified or determinable date, on occurrence of a specified event, or on demand, 
2. the duty or responsibility obligates a particular enterprise, leaving it little or no discretion to avoid the future sacrifice, and
3. the transaction or other event obligating the enterprise has already happened.

· New Definition: a present obligation of an entity to transfer an economic benefit.
· Current Characteristics: Two essential characteristics: 

1. it is a present obligation, and
2. the obligation requires an entity to transfer or otherwise provide economic benefit to others. (For the purposes of this characteristic, transfer is typically used to describe obligations to pay cash or convey assets, while the term provide is used to describe obligations to provide services or stand by to do so).

Commentary regarding definitional changes:
The current definition of a liability no longer includes the term probable or the phrase in the future as a result of past transactions or events. The FASB concluded that the term probable has historically been understood as implying that a future obligation must meet a probability to a certain threshold before the definition of a liability was met. Thus, if the probability of a future transfer of an asset (or the requirement to provide a service) was low, a liability would likely not be recognized. In removing the term probable (and replacing it with “present obligation”), FASB concluded that in almost all situations, the presence of an obligation will be apparent.

FASB also struck the phrase as the result of past transactions or events. It was concluded that if the liability represents a present right, by default, the right must have occurred as the result of a past transaction or event and thus this phraseology was deemed redundant and unnecessary.

Update 2:
FASB Concepts Statement No. 8, Conceptual Framework for Financial Reporting—Chapter 7, Presentation identifies factors that the FASB will consider when deciding how items should be displayed on the financial statements. Chapter 7 describes the information to be included in the financial statements and how appropriate presentation can contribute to the objective of financial reporting – to communicate financial information about an entity that is useful to existing and potential investors, lenders, and other creditors in making decisions about providing resources (goods and services) to the entity. 

Chapter 7 supersedes sections of Statement of Financial Accounting Concept 5 (a concept referenced in the Preamble); however, it did not result in fundamental changes to the principal concepts of financial reporting. The chapter articulates the need for complete financial reporting, describes the interconnectedness of a ‘complete set of financial statements’ and relays the importance of these documents as the information in the financial statements is the primary (and typically the sole) source for analyzing current and potential future performance of an organization and its ability to meet its long-term financial objectives. 

In terms of the impact to statutory accounting, the updated concepts in this chapter are not expected to modify current guidance, other than to update references to superseded accounting concepts.

Recommendation:
NAIC staff recommends that the Working Group move this item to the active listing, categorized as a SAP clarification, and expose revisions to the Preamble, SSAP No. 4—Assets and Nonadmitted Assets and SSAP No. 5R—Liabilities, Contingencies and Impairment of Assets, as illustrated in the agenda item and in the issue papers, to incorporate updates from Chapter 4, Elements of Financial Statements and Chapter 7, Presentation of the FASB’s Conceptual Framework for Financial Reporting. 


	 Ref #
	Title
	Attachment #

	2022-02
SSAP No. 48
(Jim)
	SSAP No. 48 – Alternative Valuation of Minority Ownership Interests
	D



Summary: SSAP No. 48—Joint Ventures, Partnerships and Limited Liability Companies specifies that if an insurer has less than 10% ownership, measured at the holding company level, or lacks control, the investment is generally required have a U.S. GAAP financial statement audit. However, when audited U.S. GAAP financials statements are not available, SSAP No. 48 provides three U.S. GAAP audit alternatives, which includes: 1) audited foreign GAAP with an audited U.S. GAAP reconciliation footnote, 2) audited IFRS financial statements, or 3) audited U.S. tax equity financial statements. Upon inquiries with industry representatives regarding the use of the audited U.S. tax equity alternative, NAIC staff received informal comments from a member of the NAIC’s AICPA Task Force which indicated that they were unaware of audit firms issuing audit opinions based on a U.S. tax basis, nor were they aware of any insurer having obtained an U.S. tax basis audit to utilize this U.S. GAAP audit exception.

As a result, this agenda item has been drafted to propose two alternative clarifications to SSAP No. 48. The first option presented is to propose deletion of the U.S. GAAP audit exception provided in SSAP No. 48, paragraph 9.b (the audited U.S. tax equity alternative) as this exception does not appear to be utilized by insurers. The second option presented is to retain the U.S. GAAP audit exception in paragraph 9.b but clarify that the U.S. tax basis audit is to reside at the investee level – that is the investee must have an audit in order for this valuation be permitted for admission of the investment. 

Recommendation:
NAIC staff recommends that the Working Group move this item to the active listing, categorized as a SAP clarification, and expose two possible options for the U.S. GAAP audit exception in SSAP No. 48—Joint Ventures, Partnerships and Limited Liability Companies. Option #1 proposed to delete the audited U.S. tax basis equity as a permissible valuation method as this method does not appear to be utilized by insurers. Option #2 proposed to retain the audited U.S. tax basis equity valuation method but clarifies that the audit must reside at the investee level. 




	Ref #
	Title
	Attachment #

	2022-03
Blanks
(Robin)
	Premium Adjustments Allocated to Jurisdictions
	E



Summary: 
This agenda item has been drafted to propose blanks instructional changes primarily to Schedule T which reflects premiums, allocated by states and territories. NAIC staff received inquiries from 3 states in the fourth quarter of 2021 regarding a minor number of entities that primarily wrote health business related to the Affordable Care Act (ACA) which are believed to have not properly allocated premium adjustments by jurisdiction on the statutory financial statement. The states identified that a minority of entities reported some portion of their U.S.-based premium in the category of “aggregate other alien.” The aggregate other alien line is for non-U.S. premium therefore, reporting U.S.-based ACA premium as alien is problematic. The purpose of this agenda item is to add additional annual statement instructions to address this reporting inconsistency. Regardless of the cause of this specific issue, the proposed revisions intend to clarify that premium adjustments (both increases and decreases) shall be reflected in the appropriate jurisdiction. This proposal is to address this current issue future situations. 

The specific premium identified is understood to be ACA premium written in the U.S. and its territories. Based on the descriptions provided, most of the amounts are presumed to be from premium redistribution as a result of the risk adjustment program of the ACA. All of the premium adjustments from the ACA risk adjustment program, and the risk corridor program, are noted as premium in SSAP No. 107—Risk-Sharing Provisions of the Affordable Care Act. (Although the risk corridor program ended in 2016, distributions related to 2015-2016 plan years have been received in the last two years due to a U.S. Supreme Court decision.) 

The ACA risk adjustment premium redistribution calculations are calculated by plan and by jurisdiction. Therefore, the jurisdictions are known. The ACA risk adjustment program redistributes premium from plans that have relatively healthier insureds and gives to plans with relatively less healthy insureds based on risk scores. SSAP No. 107 directs reporting the premium adjustments in the ACA risk adjustment program as premium subject to redetermination, which requires accruing the adjustments based on policy experience. Because of the way the ACA risk adjustment program premium adjustments calculation works, an insurer can have both payables and receivables in different plans in the same jurisdiction. Total premium in the state is redistributed among same level plans, no new funds are added.

NAIC staff understanding is that most states would treat the premium after adjustments (both increases and decreases) as the amount subject to premium tax. However, preliminary conversations some health entities have asserted that they believe their state only subjects the premium prior to adjustment to premium tax. In the statutory annual statement, the premium including adjustments should be reported as premium subject to redetermination as identified in SSAP No. 107. If a jurisdiction treats premium differently for tax purposes, that would be addressed on the jurisdiction’s premium tax return. In the examples below the total premium columns are what is reported in the state A and B lines of Schedule T. 
	State A
	Initial Premium 
	Premium Adjustments/ Redistribution
	Total Premium
	
	State B
	Initial Premium 
	Premium Adjustments/ Redistribution
	Total Premium  

	
	
	
	
	
	
	
	
	

	1
	 $          100 
	$                  40
	$          140
	
	1
	 $          100 
	 $                  20 
	 $          120 

	2
	 $          100 
	$                (25)
	$             75
	
	2
	 $          100 
	 $                (25)
	 $             75 

	3
	 $          100 
	$                   -
	$          100
	
	3
	 $          100 
	 $                (15)
	 $             85 

	total
	 $          300 
	$                  15
	$          315
	
	total
	 $          300 
	 $                (20)
	 $          280 

	
	
	
	
	
	
	
	
	



Recommendation:
NAIC staff recommends that the Working Group move this item to the active listing, categorized as a SAP clarification, and concurrently expose an annual statement blanks proposal for 2022 annual reporting. The sponsored blanks proposal has been forwarded to the Blanks (E) Working Group (2022-10BWG) to modify the instructions for Schedule T, the State Page and Accident and Health Policy Experience Exhibit (AHPEE) to clarify guidance for premium adjustments. This agenda item does not result in SSAP revisions. The proposed additions to the blanks instructions are shown in the agenda item, but the primary instructional revision is as follows:

All premium adjustments (both increases and decreases), including but not limited to Affordable Care Act (ACA) premium adjustments related to the risk adjustment program, shall be allocated as premium in the respective jurisdiction. 


	Ref #
	Title
	Attachment #

	2022-04
SSAP No. 24
(Jim)
	ASU 2021-10, Government Assistance
	F



Summary: 
In November 2021, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU) 2021-10, Government Assistance, Disclosures by Business Entities about Government Assistance to increase financial statement transparency regarding certain types of government assistance by increasing the disclosure of such information in the notes to the financial statements. The new disclosure aims to increase transparency by enhancing the identification of 1) the types of assistance received, 2) an entity’s accounting for said assistance, and 3) the effects of the assistance in an entity’s financial statements. The disclosures will contain information about the nature of the transactions, which includes a general description of the transaction and identification of the form (cash or other) in which the assistance was received. In terms of the effects on the financial statement, disclosure will include identification of the specific line items in both the balance sheet and income statement and a description of the extent to which they have been impacted by any government assistance. In addition, an entity will be required to disclose information about any significant terms of the transaction with a government entity, with items including durations of such agreements and any provisions for potential recapture.

ASU 2021-10 defines “government assistance,” in a comprehensive manner to capture most types of assistance and includes examples of tax credits, cash grants or grants of other assets. The scope of this ASU is narrow as it does not apply to not-for-profit entities or benefit plans. Further narrowing in scope, the new disclosure requirements in this ASU only apply to transactions that are accounted for by analogizing either a grant or contribution model. As such, these enhanced disclosures do not apply to government transactions that are accounted for in accordance with other codification topics, such as classifying the transactions as debt in ASC 470, income taxes in ASC 740, or as revenue from contracts with customers in ASC 606. 
NAIC staff note that that it is anticipated that for most entities who qualified for and received Paycheck Protection Program (PPP) loans, as authorized by the CARES Act, that the additional disclosures in this ASU still would not apply. It is believed that most insurance reporting entities accounted for PPP transactions as liabilities per SSAP No. 15—Debt and Holding Company Obligations which at the time of extinguishment of debt was reported as a capital gain. 

Recommendation:
NAIC staff recommends that the Working Group move this item to the active listing, categorized as a SAP clarification, and expose revisions to SSAP No. 24—Discontinued Operations and Unusual or Infrequent Items, incorporating certain disclosures from ASU 2021-10. The proposed additions will supplement existing disclosures to require that if the unusual or infrequent item is as the result of government assistance, the transaction will require identification as well as a description of the terms and provisions of the assistance received. 

NAIC staff recommend incorporating the new disclosures in ASU 2020-10, modified only to require the supplemental disclosures for all entity types (as SAP disclosures do not differentiate between entity type – i.e., not-for-profit vs. other). As a final note, existing disclosures for unusual/infrequent items (captured in financial statement note #21) already contains the requirement to identify the specific line items which have been affected by the events or transactions considered to be unusual and/or infrequent - thus that specific portion of ASU 2021-10 was not proposed for inclusion. 


	Ref #
	Title
	Attachment #

	2022-05
SSAP No. 22R
(Jake)
	ASU 2021-09, Leases, Discount Rate for Lessees
	G



Summary: 	
In November 2021, FASB issued ASU 2021-09, Leases (Topic 842), Discount Rate for Lessees That Are Not Public Business Entities. This ASU was issued as part of FASB’s post-implementation review to address issues that have been found during the implementation of the new lease guidance from ASU 2016-02, Leases (Topic 842). Topic 842 generally requires the capitalization of leases, which is calculated by discounting the lease payments utilizing the implicit rate in the lease, or if not determinable, the lessee’s incremental borrowing rate. However, the standard also provides nonpublic entities with a practical expedient, permitting the use of a risk-free rate (e.g., U.S. Treasury Rate) for the capitalization calculation. The amendments in ASU 2021-09 state that when the rate implicit in the lease is readily determinable for any individual lease, that the lessee should use that rate (rather than a risk-free rate or an incremental borrowing rate), regardless of whether it has made the risk-free rate election. 

The guidance provided in this ASU is specific to the financing lease treatment under U.S. GAAP, and since SSAP No. 22R—Leases requires nearly all leases to be treated as operating leases for statutory accounting, adoption of this guidance would be unnecessary.

Recommendation:
NAIC staff recommends the Working Group move this agenda item to the active listing, categorized as a SAP clarification and expose revisions to reject ASU 2021-05 in SSAP No. 22R—Leases. Under statutory accounting almost all leases are classified as operating leases, thus this U.S. GAAP guidance is not necessary.


	Ref #
	Title
	Attachment #

	2022-06
SSAP No. 104R
(Jim)
	ASU 2021-07, Compensation – Stock Compensation
	H



Summary: 
In October 2021, FASB ASU 2021-07, Compensation – Stock Compensation (Topic 718), Determining the Current Price of an Underlying Share for Equity-Classified Share-Based Awards to offer nonpublic companies a practical expedient to one of the several inputs necessary for option-priced modeling. When equity share options or similar instruments are granted in a share-based payment transaction, the fair value (which is used to determine expense recognition at inception and during any subsequent award modification) is estimated using an option-pricing model valuation technique.

In terms of option-priced models, the Black-Scholes-Merton model is considered to be one of the most widely used as it has less complexity than other pricing models. However, despite its reduced complexity, it (and various other pricing models) requires numerous inputs which typically include exercise price, expected dividend rate, risk-free interest rate, expected term, expected share price volatility, and current share price. For public entities, the determination of these values is generally readily available, however for nonpublic entities, many of these inputs are not easily determinable. This ASU provides a practical expedient (not an accounting alternative) to one of the inputs used for nonpublic companies in their option-pricing modeling and is the third such practical expedient permitted in Topic 718, of which the previous two have previously been adopted and are currently permissible for use in SSAP No. 104R—Share-Based Payments. 

Recommendation:
NAIC staff recommends that the Working Group move this item to the active listing, categorized as a SAP clarification, and expose revisions to SSAP No. 104R—Share-Based Payments to incorporate the practical expedient for the current price input, a required component for the option-pricing models – models in which are utilized in the determination of fair value for share-based payments. Integration of this third practical expedient is consistent with previous decisions by the Working Group to adopt the prior two practical expedients regarding option-pricing modeling input permitted by FASB. The language proposed by NAIC staff directs that the practical expedient is only available when a reporting entity is not able to reasonable estimate the current fair value. While this language is technically broader than what was adopted by FASB (as ASU 2021-07 directly references non-public companies), the proposed language is consistent with prior Working Group adoptions and by default, should not be utilized by public entities – as they would be able to reasonable estimate fair value, which is likely the publicly traded share price. 


	Ref #
	Title
	Attachment #

	2022-07
SSAP No. 47
SSAP No. 68
(Jim)
	ASU 2021-08, Business Combinations
	I



Summary: 
In October 2021, FASB issued ASU 2021-08, Business Combinations, Accounting for Contract Assets and Contract Liabilities from Contracts with Customers to require acquiring entities to apply Topic 606 (the topic that specifies the accounting for revenue and liabilities resulting from contacts with customers), when valuing and recognizing contract related assets and liabilities in a business combination. Prior to the issuance of ASU 2021-08, acquirers would generally only recognize such items based on their fair values on the date of acquisition. When assessing liabilities at fair value, acquirers would generally only recognize an acquiree’s deferred revenue (i.e., a contract liability), to the extent the acquirer had a legal obligation to perform a service or remit a product. However, to only recognize a contract liability to the extent of a legal obligation is contrary to Topic 606 as it states that performance obligations may (and often) extend beyond legal obligations – with examples including implied promises and customer business practices within the contract with a customer, regardless of whether such promises were legally enforceable. 

For statutory accounting, other than the reporting of statutory goodwill, the acquiree’s book value of all associated assets (and liabilities) are reported on the acquirer’s books. As ASU 2021-08 requires the acquirer to utilize the acquiree’s book value, measured via Topic 606, for contract liabilities, the practice (unless the acquiree has not previously or has incorrectly applied Topic 606) while conceptually consistent statutory accounting requirements, requires a measurement method previously rejected by statutory accounting. 

Recommendation:
NAIC staff recommends that the Working Group move this item to the active listing, categorized as SAP clarifications to: 
1) Expose revisions to SSAP No. 47—Uninsured Plans to reject ASU 2021-08 for statutory accounting. This recommendation is consistent with how the prior ASUs related to Topic 606 have been treated.

2) Expose revisions to SSAP No. 68—Business Combinations and Goodwill to reject the ASU 2021-08 for statutory accounting, while noting that rejection does not impact the determination of U.S. GAAP book value in an acquired entity. NAIC staff note that as all prior Topic 606 guidance has been rejected for statutory accounting, the explicit rejection of this ASU should not be construed to mean that the U.S. GAAP net book value (which is utilized for the determination of statutory goodwill) will need to be modified by the guidance required in this ASU. The intent is to not modify any U.S. GAAP requirements for the determination of U.S. GAAP net book value within this standard. 


	Ref #
	Title
	Attachment #

	2022-08
SSAP No. 43R
(Julie)
	INT 22-01T: Freddie Mac When-Issued K-Deal 
(WI Trust) Certificates
	
Agenda Item – J
Draft Interpretation - K




Summary: 
Freddie Mac “When Issued K-Deal” certificates (“WI”) are backed by an asset pool held in trust, but those assets do not initially include any mortgages or mortgage-backed assets. Rather these assets include cash from the sale of the WI certificates and a commitment by Freddie Mac to deliver one or more structured pass-through certificates (SPCs) in exchange for the WI trust’s cash within approximately 90 days of settlement. The date on which this delivery occurs is referred to as the “Subsequent Transfer Date”. 

Prior to the Subsequent Transfer Date, the WI trusts pay fixed coupons to certificate holders which are funded from a Freddie Mac guarantee on the WI certificates. After the Subsequent Transfer Date, the WI trust will hold the promised SPCs which are backed by mortgages and guaranteed by Freddie Mac. Additionally, after this date the WI trust becomes a pass-through of the underlying trust. The WI certificates have an optional exchange right where they can be exchanged for the underlying SPCs, but if not exchanged, the WI certificates after the Subsequent Transfer Date will still be backed by the SPCs. 

The issue is the statutory accounting treatment of WI certificates prior to the Subsequent Transfer Date. Sponsoring entity requests statutory accounting guidance to confirm that WI Trust SPCs shall be reported in scope of SSAP No. 43R—Loan-Backed and Structured Securities and not as a forward contract under SSAP No. 86—Derivatives.

Recommendation: 
NAIC staff recommends that the Working Group expose a tentative statutory accounting interpretation to clarify that investments in the Freddie Mac WI Program shall be captured in scope of SSAP No. 43R—Loan-Backed and Structured Securities from initial acquisition. Key elements for this recommendation include: 

· The WI Program is fully guaranteed by Freddie Mac and ensures that the investor will receive pass-through certificates, backed my mortgage loans held in trust, that reflect the terms of the investment set at original acquisition. In the event that the K-Deal certificates cannot be acquired, Freddie Mac is guaranteed to provide payment to the investor that reflects the full principal and interest per the original terms of the agreement, which reflects the payments that would have been received overtime if K-Deal certificates had been acquired. 
· The definition of a forward contract in SSAP No. 86 reflects an agreement between two parties that commit one party to purchase and another party to sell the instrument underlying the contract at a specified future date. With the WI Trust Program, the investor does not have a future commitment to acquire securities, as the investor acquires the WI Trust certificate on day one of the transaction and the investor is not required to convert the WI Trust certificates at any time. This WI Trust certificate is not a derivative instrument, as at the time of acquisition, the certificate reflects a tradeable investment in a trust structure backed by cash and a Freddie Mac guarantee of cash flows in accordance with terms established at original acquisition. In addition to having no variation to the investor as a result of an underlying interest, there is no requirement on the investor to take delivery of a different investment. The ability to convert the WI Trust certificate to a K-Deal certificate is strictly an election to the investor and is not a requirement to receive the pass-through cash flows per the terms of the initial investment. 
· The WI Program, and resulting obligation of Freddie Mac, ultimately reflects an investment where the investor receives pass-through cash flows generated from mortgage loans acquired and held in trust. This is within the scope of SSAP No. 43R—Loan-Backed and Structured Securities, paragraphs 2-4.  
· The WI Program, and treatment as a SSAP No. 43R security, is consistent with the current guidance for TBA securities when an insurer intends to take possession of the resulting mortgage-backed security. A TBA security reflects the pre-purchase of mortgage-backed securities prior to the finalization of the security issuance. Pursuant to the annual statement instructions, TBA securities are to be reported on Schedule D-1: Long-Term Bonds unless the structure more closely resembles a derivative. This determination depends on how a company uses the TBA. (For example, if a company intended to assume the mortgage-backed security once issued, the TBA would be captured on Schedule D-1 at initial acquisition. If a reporting entity was to continually trade/roll TBA exposures, this would be more characteristics of a derivative and would be captured on Schedule DB as a derivative.) 
ANY OTHER MATTERS

a. Review of GAAP Exposures – Attachment L - (Jason) 
The attachment details the items currently exposed by the FASB. NAIC staff recommends reviewing the issued ASUs under the standard SAP maintenance process. Comments are not recommended at this time – NAIC staff recommend review of the final issued ASU under the SAP Maintenance Process as detail in Appendix F—Policy Statements.

b. Update on Working Group referral to CASTF – (Robin)

The Casualty Actuarial and Statistical (C) Task Force met on March 8th to discuss a recommendation regarding the Working Group referral on agenda item 2019-49: Retroactive Reinsurance Exception regarding diversity in reporting for retroactive intercompany reinsurance contracts, which meet the exception and allow for prospective reporting. The primary issue to address is whether to allocate premium back to prior years on annual statement Schedule P when multiple years of premium are ceded to a reinsurer. No matter which methodology is used, such contracts produce distortions, and determining what will produce the most useful Schedule P information. In addition, the Task Force discussions have also identified that may be disconnects between some of the SSAP No. 62R—Property and Casualty Reinsurance guidance in paragraphs 36 and 37 and the intercompany pooling guidance in the annual statement instructions.

In December 2021, the Task Force exposed a presentation and requested comments. During the March 8 meeting CASTF discussed the following three options: 

1. Effectively forward the work completed and let SAPWG decide any further action. In this option, we would write a memo describing the issue and summarizing the PowerPoint presentation that the Task Force exposed and attach the two comment letters.
1. In addition to #1 above, develop and propose edits to Schedule P Instructions, and try for greater clarity in SSAP 62R paragraphs 36/37. 
1. Do additional research -- dig deeper for others’ recommendations / consult interested parties in addition to Connecticut and RAA. 
After discussion, which highlighted that as actuaries are the primary users of Schedule P, they should be involved in drafting instructional revisions, the Task Force agree to proceed with option 2. NAIC staff will continue to participate in the subgroup. 

[bookmark: _Hlk64536984]Comment Deadline for Exposures is Friday, June 3, 2022, for all items except for: 

1. Agenda item 2022-03: Premium by Jurisdiction has a May 6, 2022, comment deadline because of the year-end 2022 blanks impact. The earlier comment deadline is to allow for Working Group adoption consideration prior to the Blanks (E) Working Group meeting, which is anticipated to occur in June.

2. Agenda item 2022-08: Freddie Mac When-Issued K-Deal (WI Trust) Certificates has a May 6, 2022, comment deadline.

https://naiconline.sharepoint.com/teams/FRSStatutoryAccounting/National Meetings/A. National Meeting Materials/2022/4- Spring NM/Meeting/0-4-2022 SAPWG Meeting Agenda.docx
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